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INDEPENDENT AUDITORS® REPORT
To the shareholders of Pashtany Bank
Opinion

We have audited the financial statements of Pashtany Bank ("the Bank"), which comprise the statement of financial
position as at December 21, 2017, and the statement of comprehensive income, statement of changes in equity and
statement of cash flows for the year then ended, and notes to the financial statements, including a summary of
significant accounting policies.

In our opinion, except for the effect of the matters described in the basis of qualified opinion paragraph, the
financial statements present fairly, in all material respects, (or give @ true and fuir view of) the financial position of the
Bank as at December 21, 2017, and (gf) its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards (IFRSs), the Law of Banking in Afghanistan and
directivities issued by the Central Bank of Afghanistan (DAB).

Basts of qualified opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under
those standards are further described in the Awditor’s Responsibilities for the Awdit of Financial Statements section of our
report. We are independent of the Bank in accordance with the ethical requirements that are relevant to our audit of
the financial statements in Afghanistan, and we have fulfilled our other ethical responsibilities 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.

1. The bank owns investment properties amounting to Afs. 962.22 million (December 20, 2016: Afs. 962.22
million) which is in contravention of the requirements of Article 34 ‘Prohibited Activities’ of law of banking of
Afghanistan, which prohibits banks from engaging in such type of business activities.

As per initial decree no. 39 dated 21 /10/1388 from presidential office and correspondence through Directorate
General of Properties with Ministry of Finance (MoF) and Da Afghanistan Bank vide letter no. 4002 dated
07/11/ 1394 management is not receiving the rental income against these investment properties.

Moreover, we have not been provided with the ledger of rental income to verify that from which month of
2017, rental income has been received and onward Ministry of Finance (MOF) is directly receiving all the rental
income against these investment properties. Management has placed its representation that correspondence with
the Ministry of Finance (MOF) has been started and matters has been raised with concerned governmental
authorities to retain the right to receive rental income. Bank management is not currently having any access to
the rental agreements made by the Ministry of Finance (MoF) on new terms and conditions, thus owing to this
scenario we could not quantify the financial effect of the rental income receivable from Ministry of Finance
(MoF).

Impairment test of financial assets “Investment in Equity Instruments” as required by International Accounting
Standard (TAS) 39 “Financial Instruments: Recognition and Measurement” was not carried out as not all of the
companies in which Pashtany Bank has equity investment have audited financial statements prepared for recent
years. We therefore, are not in a position to ascertain whether carrying amounts of ‘Investment in Equity
Instruments’ of the bank are not stated in excess of their recoverable amount as at December 21, 2017.

&

Key Aundit Matters
We have determined that there are two key audit matters to communicate in our report;

i During our audit we observed following deficiencies in the Code of Corporate Governance of the banlg;
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2) In the absence of Audit Committee, Risk Committee and Complete Members of Board of Management,
Board of Supervisor remained unable to perform following power and duties effectively as per Article 50

of the Law of Banking in Afghanistan ie.

“. Ensure the establishment, functionality, appropriateness and adequacy of internal controls and risk
management of the bank
- Ensure integrity of the financial reporting including reporting to Da Afghanistan Bank.

- Ensure appropriate functioning of internal audit function”

b) We have observed that bank has not ensured required no. of members in Board of Supervisors i.e. “05”
which warrant the bank to not establish Independent Audit and Risk Committee.

c) During the year following position were remained vacant;

1. Deputy Chief Executive Officer From 01/05/1395 to date
Chief Operating Officer From 01/08/1395 to date

[N

d)As per requirements of Article 56.1 of Law of Banking in Afghanistan minimum number of Board of
Members were not ensured ie. Dy. CEO and COOQ.

8]

We have noted that advance amounting to Afs.68, 631,302 given to M/s Tameer Saraji against capital work in
progress is outstanding for a period more than 60 months. Moreover, we have been informed that work s in
dispute and final assessment for payment is remaining in the upcoming year, however, we have not been
provided with the legal status of the dispute so that we are unable to quantify any recognitions of provision

which could have been incorporated against the same.

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

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
International Financial Reporting Standards (IFRSs) as issued by the International Accounting Standards Board
(IASB) and with the requirements of the Law of Banking in Afghanistan and directives issued by the Central Bank of
Afghanistan (DAB), and for such internal control as management determines is necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Bank’s ability to continue as 2
coing concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the Bank or to cease operations, ot has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Bank’s financial reporting process.

Anditor’s Responsibility

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

For the matters communicated with those charged with governance, we determine the matter that was of the most
significant in the audit of the financial statements of the cutrent period and is, therefore, the key audit matter. We
describe these matters in our auditor’s report unless law or regulations preclude public disclosure about the matter
or when, in extremely rare circumstances, we determine that matter should not be communicated in our report
because the adverse consequences of doing so would reasonably be expected to outweigh the public interest

benefits of such communication.

A further description of the auditor’s responsibilities for the audit of the financial is located at Crowe Horwath
Afghanistan, Auditors and Business Advisors (A member firm of Crowe Horwath International) website at:

www.crowehorwath.com . This description forms part of our auditor’s report.

Crowe Horwath
Afghanistan

20 MAR 2018

Audit | Tax | Advisory| Risk

Crowe Hor{vath Afghadirst

Auditors and Business Advisors

I<abul

C rOW e | I O rW a t h Independent Member Crowe Horwath International
®

6th floor, Kabul Business Center, Haji Yagoob Square,
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Assets

sash and bank balances
nvestments

Property and equipment
nvestment properties
Jon-current asset held for sale
Deferred tax assets

Dther assets

Total assets

Liabilities

Deposits from banks
Deposits from Cusromers
Deferred tax habilities
Deferred income -
Dther liabihties

Total liabilites

gty

Share capital

eramned earnings
E

Total equity

Total liabilites and equity

o Zalnl)

Non current assets held for sale

surplus on revaluation of property and equipmenf - net

CONTINGENCIES AND COMMITMENTS

Chief Executive Officer

December 21, 2017

December 20, 2016

The annexed nores form an integral part of the financial statements from Note 01 to 28.

Blote: 00 s (AFN) —-=mmmmmmmeee e

5 18,503,549,962 15,241,736,274

7 121,585,012 120,022,512
8 826,621,686 842,411,632
9 962,183,000 962,183,000
18.1 323,128,500 310,806,000
22 235,527,558 438,503,958
10 436,793,672 896,257,482
21,409,389,389 18,812,820,858

11 8,384,659 457,149,697
12 18,822,135,472 15,587,474,140
111,129,800 111,767,400

18.1 323,128,500 310,806,000
13 206,129,424 435,601,618
19,470,907,854 16,902,798,855

14 3,820,257,000 3,820,257,000
(2,329,239,265) (2,360,249,197)

447,463,800 450,014,200

1,938,481,535 1,910,022,003

21,409,389,390 18,812,820,858
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PASHTANY BANK
STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 30 Qaws 1396 (21 December 2017)
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nterest / profit income

nterest / profit expense

Netinterest / profit income

Fee and commission income

Fee and commission expense

Net fee and commission income

Dther income

Operating income

ther income from sale of collaterals

mpairment (loss) on loans, Investment and Other assets
“mployee benelit expenses

Jepreciation

Dther operating expenses

Fxchange gain / (loss)

Profit before taxation
NCOME iy
Net profit for the year

Dther comprehensive income

In-realized gain on investment in Nasaji Group

Adjustment in surplus on revaluation

elated deferred tax on incremental depreciation

Total comprehensive income for the year ended

A ;,u%
‘y/ Executive Officer

Notes

16

20

21
19

December 21, 2017

December 20, 2016

...... TN oA
272,589,468 371,303,113
(47,477 454) (53,332,516)
225,112,014 317,970,597

50,392,354 58,513,577
(4,250,923) (4,514,020)
46,141,432 53,999,556
397,218,982 413,133,364
397,218,982 413,133,364
668,472,427 785,103,517
- 384,062,640
(8,874,247) (4,000,000}
(195,799,380) (160,471,599)
(27,590,794) (30,276,612)
(181,196,134) (167,571,022)
35,878,877 (17,307,387)
290,890,749 789,539,537
(263,068,817) (31,731,370)
27,821,932 757,808,167
- 83,518,400
2,550,400 2,550,400
637,600 637,600
31,009,932 844,514,567

od

The annexed notes form an integral part of the financial statements from Note 01 to 28.

RMairman

A
Chief Finyftge Officer[
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ASHTANY BANK

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 30 Qaws 1396 (21 December 2017)
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CASH FLOWS FROM OPERATING ACTIVITIES

rofit belore income rax

Addjustmens for

Depreciation
Amortzanon
Nermmpairment loss on loans and advances

Foragn exchange (gain) / loss

Inerease) decrease in operating assets and liabilities:
Loans and advances - net

Oither ass

Deposies from customers and banks

Deferred tax assct / liability adjustment

Deferred income - non current assets held For sale
Other liabilities

let cash from operanng activities before interest and tax
Tax paid / adjustment
Net cash from operating acrvitics

CASH FLOWS FROM INVESTING ACTIVITIES

urchase of proporty and cqupment
nvestment made
ceognition of Non-current asser held for sale

Net eash used 1n investing aceivities
LASH FLOWS FROM FINANCING ACTIVITIES

ssuc of share capital

a0y peniod adjustment

Net cash from financing activites

MNet increase / (decrease) in cash and cash cyuivalents

“ash and eash cquivalents at beginning of the year
Lllegr of exchange differences in cash and cash equivalents

aNd eash cquivalents ac the end of the year

Note

8.1

December 21, 2017

December 20, 2016

----------------------- FABITY oo i

290,890,749 789,539,537
27,590,794 30,276,612

- 4,000,000
(35,878,877) 17,307,387
282,602,666 841,123,530
459,463,811 (426,074,482)
2,785,896,293 163,907,837
202,338,800 31,114,261
12,322,500 310,806,000
(229,472,193) 227,435,526
3,513,151,877 1,148,312,678
(261,451,333) (82,543,202)
3,251,700,544 1,065,769,476
(12,780,733) (11,425,854)
(662,500) 200,352,488
(12,322,500) (310,806,000)
(25,765,733) (301,879,366)

. 54,702,551

- 54,702,551
3,225,934,811 818,592,661
15,241,736,274 14,440,451 (000
35,878,877 (17,307,387)
18,503,549,962 15,241,730,274

Chief Fina
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PASHTANY BANK
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 21, 2017

=3
—

3.1

STATUS AND NATURE OF OPERATIONS

Pashrany Bank ("the Bank”) was registered with Afghanistan Investment Support Agency (AISA) on 26 June 2004 and on 26 June

2004 recerved formal commercial by Lheense from 12a :\fgh:mis[:m Bank (1DAB), the Central Bank m Afghanistan, to operate

natonwide. The Bank s a Limited Liability Company and is incorporated and domiciled in Afghamstan. The Principal business place

of the Bank s at Muhammad Jan Khan Watt, Kabul, Afghamstan

The Bank has been operating as one of the leading commercial banking service provider in Afghanistan. The Bank has tweney

branches 2017: twenty branches) in opers

STATEMENT OF COMPLIANCE

The financial statements have been prepared in accordance with Tnternational Financial Reporting Srandards (IFFRS) as issued by the
Internatnnal Accounting Standards Board (IASB) and the reguirements of the Law of Banking in Afghanistan. In case requirements

differ, the provisions of the Law of Banking in Afghanmistan shall prevail.

Standards, amendments and interpretations to publish approved accounting standards that are effective in the current year

The following standards, amendments and interpretations of approved accounting standards are cffective for the fist time
for the first time for December 31, 2017 are as below;

3

= Amendment to TAS-7 “Cash flow statements” with effective date 01 January 2017

s Amendment o 1AS-12 “Income taxes” with effective date 01 January 2017

« Amendment to TFRS-12 “Disclosure of interestin other entities” with effective date 01 January 2017

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

= Amendment to 1FR3-4 “Tnsurance Contracts™ with effective date 01 January 2018

» Amendment to TFFRS-9 “Iinancial Instruments” with ceffective date 01 January 2018

Amendment o TFRS-15 “Revenue from contracts with customers” with effective date 01 January 2018

Amendment o [AS-41 “Investment Properny™ with cffective date 01 Januvary 2018

~ Amendment ro [AS-02 “Share based payments”

with elfeetive date 01 January 2018
Amendment to HTFRS-16 “Teases”™ with effective date 01 January 2019
s Amendment to [FRS-17 “Insurance Contracts™ with effective date 01 January 2021

» Amendment o HRIC-22 “Voreign Curreney transaction and advance consideration” with ceffective date 01 January 2018

* Amen

dment o 1FRIC-23 “Uncertainty over income tax treatments ™ with effective date 01 January 2019

There are other new and amended standards and interpretatons that are mandatory for the Bank's accounting periods beginning on

orafter January 1, 2017 but are ¢

idered not to be relevant or do not have any significant ¢ffect on the Bank's operations and are

therefore not detatled 1 these Linancial statements
SIGNIFICANT ACCOUNTING POLICIES

Busis of preparation

been prepared on the historical cost basis except as otherwise disclosed in accounting policies.

These hnancial statements have been authorized to be issue ﬂr“ \! e Mg\\-’:lh approval of Board of Supe

Functional and presentation currency

T'hese Anancial starements hay

I'hese fnancial starements are presented in Afghani (AIFN), which is the Bank’s functional currency. Hxcept as otherwise indicated,
financial information presented in AN has been rounded o the nearest thousand,




3.3

4.1

4.4

Use of eritical dccounting estimates and judgnents

The preparation of fing

al statements in conformine wit

approved accounting standards reyui
and assumprions that affect the application of pohicie

SR AR MR b

cment o make judgmum.«',
CREHMaes

and

reported amounts of asscrs and liabilines, income and CAPCHSCS,

The estimares and associated asay

plions are based on historieal experience, industry trends, legal and technical pronouncements and
factors that are believed to be reasonable under the circumstances, the result of which form the basis of making the
judgments about carrving values of assets and b

vanous other

lines chat are nor readily apparent from other sources. Actual results may differ
from these estimates,

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the
puriod in which the estimates are cevised. Significant areas requiring the use of management estimates in these fnancial statements
relate to the uselul life of depreciable assets, estmates of recoverable amounts of depreciable and Bnancial assets, provisions for
doubtful loans and recevables. However, assumptions and judgments made by management in the application of accounting policies
that have significant effeer on the Anancial starements

are not expected to result in material adjustment to the carrying amounts of
assers and habilities in the nexe year.,

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Significant accounting policies adopted in the preparations of these financial statements are set out below, These policies have
been consistently applicd to all the years presented unless or otherwise stated.

Foreign currency translation

Iransacnons i foreign currencics are translated ino the funciional curreney of the Bank at the spot exchange rate at the date of the
transacton. Monerary assets and liabilities denominated in foreign currencies at the reporting date are retranslared into the functional

currency at the

xchange rate ar thar date. The foreign curreney gain or loss arising on retranslation is recognized in profit or loss
ets and liabilities that are measured in teems of historical cost in foreign currency are translated using the exchange

Non-monera 53
rate at the date of rransacton.

Interest income and expense

Interest incaos

woand expense 15 recognized i the staement of comprehensive income using the effective interest method. The

cffective interest method is a method of caleulating the amortized cost of a financial a

sset or a financial lability and of allocatng the

IEerest income o1 interest expense over the relevane period. The effective interest rate is the rate thar discounts estimated future cash

Payments or re

s through the expected life of the financial instrument or, when appropriate, a shorter period, to the net carrying

amount of the financial asset or financial liability. When calculating the effective interest rate, the Bank cstimates cash flows

considering all contractual terms of the financial nstrument but does not consider future credir losses. The caleulation includes all

fees paid or received between partics Lo the conteact that are an integeal part of the effective interest rate, transaction costs and all

other premiums or discounts,
Fee and commission

Fees and commussion income includes account servicing fees, cash withdeawal charges, funds transfors and commissions on issuance

and arce recognized as the related services are performed.

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

Lease payments

Payments under operating leases are recognized in profic or loss an straight line basis over the rerm of the lease. Lease incentives

reeerved are recognized as an mtegral part of the wotal lease expen
o b 1] 1]

s¢, over the term of the lease.
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4.0

[ncome tux L'.\f,‘('iISC

Income tax expense comprises current and delerred tax. Income rax expense s recognized in profit or loss except to the exrent thar it

relates o tems recognized directly in equity or in other comprehensive meome.

Current x s the expected tax payable or reeeivable on the taxable income for the year, using tax rates enacred or substantively
enacted at the reportng date,

wl any adjustment to mx pavable in respecr of previous vears,

Deferred s, if

any, is provided for temporary differences berween the carrying amounts of assets and liabilities for financial

reportmg purposes and the amounts used for txation purposes. Deferred max s measured at the s rates that are expeeted to be
gphed 1o the womporary differences when they reverse, based on the laws that have been enacted or substantively enacied by the
reporing dute.

A deferred rax asset is recognized for unused tax losses, tx credits and deductible temporary differences t the extent thart it is
probable that future taxable profits will be available against which they can be utilized. Deferred tax assets are reviewed at cach
reporting date and are reduced (o the extent that it is no longer probable that the related tx benefit will be realized.

Financial assets and financial liabilities

Recognition and inftial measurement

Vinancial assers and fnancial liabilitics are recognized when the Bank becomes a party to the contractual provisions of the financial
mstrument. Regular way purchases and sales of financial asscts are recognized on the trade date ar which the Bank commits to
purchase or sell the assets. Financial assets are derecognized when the contractual rights o the cash flows from the financial asset
cxpire, or when the financial asset and all substantial risks and rewards are transferred. A financial lability is derecognized when it is
estmgwshed, discharged, cancelled or expires. Financial

ssets and financial habilities are measured initially at fair value plus
transachons costs, except for Gnancial assers and financial liabilities carr

at fair value through profir or loss, which are measured
1 fur value

Derceoguition

The Bank derccognizes a financial asset when the conteactual rights w the cash flows from the asset expire, or it transfers the rights
to recerve the contractual cash flows on the inancial asset in a transaction in which substantially all the risks and rewards of
ownership are of the financial asser are transferred or in which the Bank neither transfers nor retaing substanrially all the risk and
l‘L‘\\'ﬂ]'dS ()i— (J\\'I)L‘l'ﬁlT;P and 1t L](!CS not re

1 control of the linancial asset. Any interest i transferred financial asscts that is created or

retained by the Bank is recognized as a separate asset or lability in the statement of financial position.

O Derecognition of a financial asset, the difference between the carrving amount of the asset and the sum of (1} the consideration

reecived (including any new as

set obrained less any new liability assumed) and (i) any cumulative gain or loss that had been
recognized m the other comprehensive income is recognized in profit or loss.

The Bank derecognizes a financial liability when its contractual obligations are discharged or cancelled or expire.

Offsetting

Fancial assers and habilities are ser off and the ner « resented anthe statement of financl position when, and only when,

the Bank has a legal right to set off the amounes and inwends ¢ither to serrde on a ner basis or to realize the asset and settle the linbiliry
simultancously,

ome and expenses are presented o :t basis only when permitted under TFRSs, or for gains and loss

5 arising from a group of

similar transactic

Amaortzed caost measurement

The amortized cost of a Gnancial asset or labiliey 15 the amount at which the financial asser or liability is measured at initial
recognition, minus prncipal repayments, plus or minus the cumulative amortization using the effecrive interest method of any

difference berween the inigal amount recogn

ized and the maturity amount, muinus any reduction for impairment.




St

Classification and subsequent measurement of financial assets

For the purpose of subsequent measurement, financial assets are classificd into the following categories upon mitial recognition:

loans and receivabies
financial assets at fair value through profit or loss (IFVTP1)
- held-to-maturity (1TUN) investments

- available-for-sale (AI'S) financial assets.

wl 2

ts exeept for those at FYTPL are subjeet 1o review for impairment at least at cach reporting date to identify whether
there 15 any objeenive evidence that a financial asset or a group of fnancial assets is impaired. Different criteria o deterntine
wmparment are applicd for eacl

category of financial assers, which are described below.

Currently, the Bank has financial assers only in the form of loans and receivables. Therefore, policies related ro other categories of
financial assers would not be relevant.

D nis and recelvaliles

Loans and reecivables are non-derivative financial assees with fixed or determinable payments that are not quoted in an active market.
After ininal recognition, these are measured at amortized cost using the effective interest method, less provision for impairment.
Discounting is omitred where the effect of discounting is immaterial. ‘The Bank’s cash and cash equivalents, loans and advances fall
mto this category of fnancial instruments.

ldenttfication and measarenent of ipairment

The Bank determines allowance for impairment loans and advances in accordance with regulation issued by DAB "Asset
Class

hcations, Monitoring of Problem Asscrs, Reserve for losses, and Non-accrual Status”.

At cach reporting date, the Bank assesses whether there is objective evidence that financial assets not carried at fair value through
profit or loss are impaired. Financial asset or group of financial ass

15 (are) impaired when objective evidence demonstrates that a
d after the initial recognition of the asset(s), and that the loss event has an impact on the future cash flows on
the asset(s) that can be estimated reliably.

ss event has occu

Objecove evidenee thar the financial agsets are impaired can include default or delingueney by a borrower, restrueturing of o loan or
advance by the Bank on terms that the Bank would not otherwise consider, indication that a borrower or issuer will enter bankruprey,

disappearance of an active marker for a security, or other observable data relating (o a group of assets such as adve

se changes in the
payment status of a borrowers or issuers in the Bank, or cconomic conditions that correlate with defaules in the Bank.

evidence of impairment {or financial assets at both a specific asscr and colleetive level. All individually significant

Ihe Bank o
financial assers

assessed for any impairment that has been incurred but not yet identified. Assers that are not individually significant are collectively

assessed for specific impairment. All significant assers found not to be specifically impaired are then collectively

assessed for impairment by grouping together financial assets (carnied at amortized cost) with similar visk characteristics.
In determining the potential loss in specitic loans, groups of loans, or in the aggregate loan portfolio, all relevant factors are

considered ncluding, but not limited to: current economic conditions, historical loss experience, delinquency trends, the effectivencss
ol the Bank’s lendi ss and accuracy of its loan review function.

¢ policies and collection procedures, and the ameli

Impairment losses on assets carried ar amordzed cost are measured as the difference berween the carrying amount of the financial

assets and the present value of estmated future cash Qows discounted at the assets” ovginal effective interest rate. 1,05

are
n allowanee account against loans and advances. Interest on the impaired asset continues

recognized moprofit or loss and reflecred i

o be recogns.

:d through rhe unwinding of the discount (if applicable). When a subscquent event causes the amount of impairment

loss o decrease, the impairment loss is reversed through proficor loss.

The Bank writes off certain loans and advances when they are determined to be uncollectable.




4.9

Cash and cash equivalents

sh and cash eguivalents include notes and coins in hand, unre
balances 1n Nostro accounts and hi

stricted balances held with eentral bank including eapital notes,

ghly liquid financial assets with original marturitics of less than three months, which are subjecrt 1o

nsignificant fsk of changes in their fair value, and are used by the Bank in the management of its short-term commirments. Cash and

cash equivalents are carried at amorrized cost in the statement of Anancial posttion.

Property and equipment

flecoguition and medsurement

liwms of property and equipment are measured ar cost less accumulated depreciation and impairment losses, (G any).

Cost includes expenditures that are dircedy attributable to the acquisition of the asset. The cost of self-constructed assets includes the
cost of materials and direer labor,

v other costs directly attributable o bringing the assct 1o a working condition for its intended

ng and remaoving the iems and restoring the site on which they are located and eapiralized borrowing

use, and the costs of disman

costs. Purchased software that is inregral to the functionality of the eelared cquipment 1s capitalized as part of that cquipment.

When parts of an item of property or cquipment have different useful lives, they are accounted for as scparate items (major
components) of property and cquipment.

The gain or loss on disposal of an item of prope

s and equipment is determined by comparing the proceeds from disposal with the
carrying amount of an item of property and cquipment, and are recognized net within other income in profit or loss.

Subscquent costs

The cost of replacing part of an item of property or cyguipment s recognized in the carrying amount of the item if it is probable thar
the future cconomic benefirs embodied within the part will flow to the Bank and its cost can be measured reliably. The carrying
amuunt of the replaced part is derceognized. Lhe costs of the day-to-day servicing of property and cquipment are recognized in profie
orlgss as incurred.

&

Depreciation

Bepreciation is recopnized in profic or loss on a straght-line basis over the estimared useful lives of cach item of propecty and

Bulding 500 years 2%
Furniture and fxtures 10 years 1w
- Hleetrie equipment 6.66 years 15%,
- Computer equipment 10 years 0%
- Vehicles 5 years 20%,

Depreciacon methods, useful lives and residual values are reassessed at the reporting date,

Intangibles

Software acquired by the Bank is stared a cost le

cumulated a

rization and accumulated impairment losses

subseguent expenditure on software asset is capiralized only when it increases the furure economic benefits embodied in the specific
asset to which ie relates. Al other expenditure is expensed as incureed.

Amortization i recognized in statement of comprehensive income on a s

raght line basis over the estimated useful life of the

software, from the date i 3s available for use since this most closely reflects the pattern of consumption of the furure economic

embodied in the ass

‘he estimated useful life of software i three vears,

Amornzation methods, vseful ives and

residual values are reassessed at each financial vear end and adjusted, iF appropriate




4.12

4.15

Linpuirment of non-financial as

The carrving amounrs of the Ba

SULK are

sewed at each reporting date o determine wherher there is any

1 s then the assets recoverahble amount is estimmed,

won of impairment. TFany such indication ox

Anmpairment loss s cecognized if the ¢

g amount of an asset or s cash-generating unit exceeds its recoverable amount. A cashe
ut i the smallest identifiable asser group that generates cash fows that largely are independent from other assers and

Iy s. Impairment losses are recognized in profic or loss, Impairment losses recognized in respect of cash-gencrating units are

allocated first o reduce the carrying amount of any goodwill allocared to the units and then to reduce the carrying amount of the

orher assets i the unit (group of units) on a pro rata basis.

The reeoverable amount of an

asser or cash-generating unit

s the greater of its value in use and its fair value less costs to sell, In
ounted to their present value using 2 pre=tax discount rate thar reflects
the risks specific to the asser.

sessing value in use, the estimated furure cash flows are d
current market assessments of the time value of money and

Tmparment losses recogmzed in prior periods are ¢

cd at cach reporting date for any indications that the loss has decreased or no
sl il there has been a change in the estimares used o determine the recoverable amount.

longer exists. An impairment loss

o

Animpairment loss 1s ¢

cversed only 1o the extent thar the asse’s carrying amount does not exceed the carrying amount that would
have been determined, net of depreciation, it no impairment loss had been recognized,

Deposits

Depost

are the Bank's source of funding. Deposits are initially measured at fair value plus incremental direct transaction costs, and
subsequently measured at their amortized cost using effecrive interest method, except where the bank choose to carry the habalities at
fazr value through profir and loss.

Provisions

A provision is recognized if, as a result of a pase event, the Bank has a present legal or constructive obligation that can be estimated
reliably, and it is probable that an outflow of cconomic benefits will be required o sertle the obligation. Provisions are determined by
wunting the expeeted Future ¢

b flows at a pre-tax raee that reflecs current market assessments of the time value of maoney and,
where appropriate, the risks specific w the labiliy.

Financial guarantees

linaneial guarantees ¢

contracts that require the Bank to make specified payments to reimburse the holder for a loss it incurs
beea

se aspeeified debror fails to make payment when duc in accordance with the terms of a debt instrument. Financial guarantee
tabilities are recognized initially at their £

value, and the inital fair value is amorized over the life of the Gnancial cuarantee. The

suaraniee

thsequently caried at the higher of this amortized amount and the present value of any expected payment when

bahle.

a pavment under the guarantee has become pr

Share Capital
Shares ssued are classified as equity.
Related parey transactions

Refared party transactions were made on erms equivalent o those that prevail in arms length ransactions are made only if such
terms can be substantiated.

Borrowing cost

Borrowing costs are recognized as an expense in the period m which these are incurred exeept to the extent of borrowing costs that
are divectly arrributable o the acquisia

on, construction or production of a qualifying asset. Such bun‘u\\-‘iug costs, if any, are
ti

capitalized as part of the cost of that ass

Cash and cash cquivalents

.ash and cash equivalent

for the purpose of the eash flow starement consist of cash and balances with Da A fghanistan ank.
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4.19

4.20

Employees benefits

The
Det:

ks operawes pension scheme for s employees. Contributions to the scheme are made by the employees and the bank.

ded actoacial valuation basis ace explined in Note. 15,1 of the financial seatements,

lovestment properties

Investment propertics are properties which are held o caen rental income or for capital appreciation or for both. Investument
propertics are stated ac therr f values are Iy

r values, The f:

sed on the marker values, being the estimated amount for which the
property could be exchanged on the date of valuation between a willing buyer and a willing scller in an arm's length transaction after
proper marketing wherein the parties had cach acted knowingly, prudently and without compulsion.

Any gain or loss acising from a change in fair value is recognived in the income statement. Rental income from investment property is
accounted for on straghe line basis over the term of the lease. Lease ineentives granted are recognized as an integral part of the total
rental income, over the term of the lease.

When the use of a property changes such that it is reclassificd as property and equipment, its fair value at the date of reclassification
bucomes its cost for subsequent accounting.

Non-current assets held for sale

Nom-current assets held for sale signifies those assers taken up by the bank from collaterals held against the written off and doubtful
ifying these assets eriteria set forth in the relevant standard has been followed ie. management is

committed to plan to sell, the asset is immediarely available for sale, an active programme 10 locate the buyer has been initiated, the

loans and advances. For clas

sale 15 highly probable with in 60 months of classification as held for sale, the assers is being actively marketed for sales price
eeasonable in relanon 10 ats fawe value and actions required w0 complete the plan indicate that it is unlikely that plan will be
signibicantly changed or withdrawn.

At the time of classification as held for sale. Immediately before the initial classification of the asset as held for sale, the carrying
amount of the asset will be measured in aceordance with applicable [IFRSs. After classification as held for sale, Non-current assets
that arc classified as held for sale are me

rred at the lower of carrying amount and fair value less costs to scll.

al

Atthe time of chssification as held for sale; lmmediately prior o classilying an asset or disposal group as held for sale, impairment is

measured and recognized in accordance with the applicable THRSs.

fication as held for s

le; Caleulate any impairmene loss based on the difference between the adjusted carrying amounts of

the asset and fair value less costs  sell. Any impairment loss that arises by using the measurement principles i HRS 5 must be

recognzed m profit or loss.

Subscquent inercases in fair value. A gain for any subscquent increase in fair value less costs to sell of an asset can be recognized in
the profit or loss o the exeent that 1t is nor in excess of the cumulative impairment loss that has been recognized in accordance with




PASITTANY BANK
NOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR ENDED DECEMBER 21, 2017

Note 2017 2016
.................... G
L CASH AND BANK BALANCES
Cash 1 hand
Local currency 193,278,379 154,168,095
Foreign currency 792,319,618 528,892,573
985,597,997 683,060,668
Balances with Da Afghanistan Bank 5,1 17,446,037,475 14,164,189,080
Balances with other banks 6 71,914,491 394,486,525
18,503,549,962 15,241,736,274
5.1 Balances with Da Afghanistan Bank
Local currency
Depostt accounts - -
Required reserve account 5.2 871,526,420 1,244 576,000
Current accounts 325,673,517 189,074,288
1,197,199,797 1,433,650,288
Foreign cu'rrcncy
Required reserve account 5.2 762,325,836 3
Current accounts 6,456,022,715 7,744.285,991
Placements
Capiral notes 5.3 8,451,371,650 4.835,317,203
Over nmight Account with DAB 579,117,478 150,935,599
17,446,037,475 14,164,189,080

5.2 Requred reserve account is being maintained with DAB differently this year based on DAB letter number 3808/3865
dated 08/06/1396 denomination has been considered based on the all original currency deposit, the rate used for AFN is
3% and for other currencies are 10% to meet minimum reserve requirement in accordance with Article 3 "Required
Reserve regulations” of the Banking regulations 1ssued by DAB. The required reserve and the deposit facility accounts kept
with [DAB are interest bearing,

This represents capital notes issued by DADB from over night 7, 28, 91 and 365 days (2016: from 7, 28 ,184 and 365 days)

o
Y

cartying coupon mterest at rate ranging from 0.15% to 6.665% p.a. for the period ended as at Dec 21, 2017 (2016: 1.80%

77 0/

LG/ 0 p‘zi)




8.

BALANCES WI'TH OTHER BANKS
In Afghanistan

Current accounts
Outside Afghanistan

Current accounts

INVESTMENTS - NET

Investment in associated companies:

Balance at beginning of vear

Exchange loss recognized in income statement

Balance at end of year

[nvestment 1n equity instruments

Note

Note

iy

2017 2016
......... A
20,972,711 34,990 457
50,941,780 359,496,068
71,914,491 394 486,525
2017 2016
................. AES s s
16,710,000 17,359,000
662,500 (649,000)
17,372,500 16,710,000
104,212,512 104,212,512
121,585,012 120,922,512

The Bank has made investment of USD 250,000 in Afghanistan Payment System (APS) LLC during the year 1389. The
Bank currenty holds 16.66% (2016: 16.66%) shates in the company. As per the Articles of Association of the investee

company, its shares cannot be sold or rransterred or offered to the public.

Investment in equity instruments
Bank-e-Mille Afghan
Afghan National Insarance Company
Shirkat-e-Ariyana
Hotel Intercontinental
Afghan Card Corporation
Pakht-e-THerat

Shirkat Nasaji Afghan

PROPERTY AND EQUIPMENT

Operating fixed assets

Capital work-1n-progress

2017 2016
................. 1 17RO,
9,800,000 9,800,000
7,660,000 7,660,000
281,250 281,250
64,435 64,435
2,822,884 2,822.884
65,542 65,542
83,518,400 83,518,400
104,212,512 104,212,512
2017 2016
................. Afs
757,989,934 773,779,880
68,631,752 68,631,752
826,621,686 842,411,632
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PASHTANY BANK
INOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 21, 2017

—

9, INVESTMENT PROPERTIES

ihcluding shops.

Derails of Investunent Propecties are as under;

with DAB for this matter.

Invesiment properdes are stated at cost. These are held to earn rental income and capital appreciation. These includes land, building

Note 2017 2016

aAlSusnan
Andarabi 1 Market Shahidoshamshira Kalbul 33,209,379 33,209,379
Andarabi 2 Marker Shahidoshamshira Kabul 33,721,601 33,721,601
Sazajt Building Kabul IKabul 200,443,652 200,443,652
Baghban Koja Building 1 Kabul 96,818,941 96,818,941
Baghban Koja Buildig 2 Kabul 22,004,461 22,004,461
Abida Maiwand Kabul 75,000,000 75,000,000
Timorshahi Building Kabul 68,200,000 68,200,000
Gul Bahar Center Kabul 395,997,256 395,997,256
Qala-Qazi Kabul 1,210 1,210
Bagha Hozon Mazar Sharif 31,000,000 31,000,000
Torghondi land 'Herat 2,186,500 2,186,500
Karwan Sarai Herat Land 'Herat 3,600,000 3,600,000
962,183,000 962,183,000
A Rent Income against these investment propertics is collecting by the MoF. However, no correspondence has been done by the MoF
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PASHTANY BANK
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 21, 2017

10 OTHER ASSETS

Advances to employees

Advances to suppliers

Tarerest acerued on capital notes & Demand deposit
Orther assets

Receivable against sale of collaterals

Reccivable from BCCI-London

Provision against advances and receivables

Net carrying amount

10.1 PROVISION AGAINST ADVANCES RECEIVABLLS
Opening for the year
(Charged) / Reversed for the year
Closing for the year

Note

10.1

1~
iy
[§=]

2017 2016
.......... .5 ey

9,403,211 4,466,006
64,149,493 73,303,146
47,295,449 122,249,746
356,963,097 354,303,089
- 384,062,640
- 105,895,189
477,811,250 1,044,279.816
(41,017,578) (148,022,334)
436,793,672 896,257,482
(148,022,334) (150,424,000)
107,004,756 2,401,666
(41,017,578) (148,022,334)

10,1 This includes provision against reccivable of unreconciled amount with Da Afghanistan Bank and Pashrany Bank Mazar-¢-

Shasif branch against the account no. 177048, However as per correspondence the amount is unreconciled due to non-
availability of the supportng evidences and management has taken up the matter with Da Afghanistan Bank.

1 DEPOSITS FROM BANKS

Agricultural Bank Kabul
Constructon Bank
Bank-c-Millic Afghan
Matwand Bank

Afghan United Bank
Avizt Bank

Ghazanfar Bank
12 DEPOSITS FROM CUSTOMERS
Term deposits

Saving deposits

Currene deposies

234,821 617,180
1,599,059 1,598,939
332,569 314,507
783,629 759,720
3,559,781 334,714,210
1,837,421 -
37,379 119,145,141
8,384,659 457,149,697
32,508,056 119,324,202
7,715,876,688 7,362,003,819
11,073,750,727 8,106,144,028
18,822,135,472 15,587,474,140

122 These carey interest rate at 1.5% for AI'N currency pa and 0.5% for USLD currency p.a 2017 (2016: 1% p.a.).

13. OTHER LIABILITIES

Withholding tax pavable
Fmployvees pension funds
Orther payables

Creditor payable

Al the term deposics are expeered to be setded in twelve months of the balance sheer date and carry interest rate as per the
murual agreement of cutomer and bank 2017 0.5% (2016: 1%p.a.).

20,138,085 33,618,113
95,422,040 94,988,972
30,721,958 74,226,211
59,847,342 232,768,321

206,129,424 435,601,618
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14.

| Defined benefit plan

Present value of defined benefit obligatdon

Fair value of any plan assces

Movement in net liability/ (asset) recognized

Opening net (asser)/ liability
(Prepaid cost)/ expense

Emplovee contributions

Other comprehensive income (OCI)
Liability provided as ar 12ec 2014
}%(‘11(‘{‘1:5 ]j:lid dl!l’iﬂg thl; -\'L'ﬂ[

Closing net (asset)/ liabiliey

SHARE CAPITAL
Authorized capieal
- 3,820,257 (2016: 3,500,000) ordinary shares of

AN 1000 cach

Issucd and paid capiral

-3,820,257 (2016: 3,500,000) ordinary shares of AFN

1000 cach

lssucd and paid capital
Openmg balance
Shares issued in cash

Closing balance

Patrern of Sharcholding

Name of shareholder

Mintstey of finance

Bank-c- Milhe Afghan

Afghan Red Creseent Society
[ealth Insurance

Spin zar corporation

Ministry of Labor and social affairs
Chamber of commerce

Saderaat kashmesh

Institute of Qaragol

Carpet corporation

CONTINGENCIES AND COMMITMENTS

lhank guarantees issued

Norte

141

Note

21-Dec-2017 20-Dec-2016
95,422,040 94,988,972
95,422,040 94,988,972
94,988,973 89,108,895
16,784,939 13,606,979
2,575,447 2,661,312
- (4,550,805)
(18,927,319) (5,837,408)
95,422,040 94,988,973
2017 2016
................ Afg e
3,820,257,000 3,820,256,999
3,820,257,000 3,820,257,000
3,820,257,000 3,820,257,000
3,820,257,000 3,820,257,000
2017 2016
................ Als s
2,584,800,000 2,584,800,000
1,098,982,000 1,098,982,000
20,050,000 20,050,000
1,200,000 1,200,000
725,000 725,000
91,600,000 91,600,000
11,450,000 11,450,000
3,900,000 3,900,000
3,775,000 3,775,000
3,775,000 3,775,000
3,820,257,000 3,820,257 000
2017 2016
.............. 7. - SR,
958,708,847 957,847,000
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PASHTANY BANK

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 21, 2017

Note 2017 2016
6. NETINTERESTINCOME. e AfSeiiinns iieriend AP oo
Interest income
Cash and cash equivalents 272,589,468 357,788,018
Loans and advances to customers - 13,515,095
272,589,468 371,303,113
Interest expense
Deposits from customers 16.1 47,477,454 53.332.516
47,477,454 53,332,516
MNet interest income 225,112,014 317,970,597
6.1 Deposits from customers
Term deposits 324,435 4,956,222
Saving deposits 47,153,019 48,376,204
47,477,454 53,332,516
¢ FEE AND COMMISSION INCOME
rund transfers fees / commission 50,392,354 58,513,577
50,392,354 58,513,577
8. OTHER INCOME
T 8,138,547 36,282,163
Bad debr recovered
Loan principal 273,429,558 246,820,050
Loan mterest 113,395,200 125,572,745
Income from investments 506,110 26,217
Other 1,749,567 4,432,189
397,218,982 413,133,364

8.1 Non-current assets held for sale / Deferred Income

This represents the amount of loans previously written off, as per circular issued by Da Afghanistan Bank (DAB) [or adoputon of International
Financial Reporting Standacds (HFRSs) - 05 "Non-current assers held for sale and discontinued operation” management has currently recognized on
the basis of lower of carrving value and fair value of the collaterals for which management has initiated the bidding procedures / made sale
agreamenis. Loans and advances where by only the bidding procedures were initiated deferred income has been recognized in these financial

statements. As per arculars management is authorized 1o caregorived these collaterals as Non-current assets held for sale for 05 years.
19, FOREIGN EXCHANGE GAIN / (LOSS)

Unrealized gain and loss on exchange rate fluctuation 35,878,877 (17,307,387)
35,878,877 (17,307 387)

RO. EMPLOYEE BENEFIT EXPENSES

Salarics and wages 128,854,084 122,464,825
Conteibunon owards pcn.\*iun fund 38,203,183 23,684,933
Bonus cxpense 26,022,007 13,356,057
Staff welfare 2,719,206 965,784

195,799,380 160,471,599




PASHTANY BANK
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 21, 2017

21, OTHER OPERATING EXPENSES

Repai and maintenance
Travel and conveyance
Advertisement and publicity
Rent expense

Building rax

Leposit insurance
Internet expense
Security expense
Printing and stationery
Communication
ilectricity

lfuel expenses
Auditor's remuncration
Cleaning and water
Kindergarten expenses
limployees taining expenses

Chthers

211 T'hese charges are paid to Afghan Deposit Insurance Corporation (ADIC) @ 0.3

Bank.
1.2 PROVISION AGAINST RECEIVABLLES

Receiable from BCCT

Recemvable from loan customers - advertisements
Recewable from customers - against scevices

Receivable from Ministry of ''ransportation

Unreconeiled DAB Balances - Mazar-e-Shanf Branch

22, INCOME TAX EXPENSE

Current

Deferred

Reconciliation of effective tax rate
Profit before income tax

Taxable income

Corporate tax @ 20%

Advance income tax - expensed out
Adjusted against advance rax

Tax liability

Carrv forward losses

Deferred mxation @ 20
Reversal of deferred tax Labiliry
Totl income rax

Deferred recognized already
Deferred recognition / (reversal

Closing Balance

23, CASH AND CASH EQUIVALENTS

Cash and balances with IDA Afghanistan Bank (DAD)

Balances with other banks

Nore

10.1

2017 2016
.......... Al g

6,331,532 4,848,202
2,751,840 1,088,470
6,799,417 5,315,887
15,393,299 13,187,599
146,290 1,833,005
47,749,141 50,290,214
11,069,005 15,261,371
39,921,904 28,812,826
5,487,658 4,636,935
856,397 880,106
7,623,468 10,146,796
3,726,898 4,117,643
722,177 1,272,382
568,807 526,677
267,460 256,362
6,652,513 535,400
25,128,329 18,561,147
181,196,134 167,571,022

as

7 of total deposits as required by Da Afghanistan

- 108,287,000.00
2 10,002,000

469,058 461,000
2,000,000 2,000,000
29,674,273 29,674,000
32,143,331 150,424,000
(263,068,817) (31,731,370)
(263,068,817) (31,731,370)
290,890,749 789,539,537
290,890,749 789,539,537
58,178,150 157,907,907

(60,092,417) ;

(31,731,369)

1,177,637,789 1,468,528,538
235,527,558 438,503,958
(202,976,400) (31,731,370)
438,503,958 470,235,328
(202,976,400) (31,731,370)
235,527,558 438,503,958
18,431,635,471 14,847,249,749
71,914,491 394,480,525
 18,503,549,962 15,241,736,274




PASHTANY BANK
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 21, 2017

24. RELATED PARTIES

The related parties of the Bank comprise entities with equity holdings, common directors, major shareholders,
directors and key management personnel and close family members of such individuals. Following are the related
parties of the Bank:

Key management personnel
Chief FExecutive Officer
Chief Financial Officer

i Chief Operating Officer
{ Chief Credir Officer
G
|
| Transactions and balances with related parties , including remuneration and benefits paid to key management
personnel under the terms of their employment are as follows:
§ 2017 2016 2017 2016
MNote 0 swsessess AfSovennmmae L seasiemine LG imien
Balances Balances Transactions Transactions
Invesument in equity instruments
Bank-e-Mille Afghan 9,800,000 9,800,000 S =
B Afghan National Insurance Company 7,660,000 7,660,000 " .
Shirkat-e-Arivana 281,250 281,250 = 2y
Hotel Intercontinental 64,435 64,435 - g
- Afghan Card Corporation 2,822,884 2,822,884 - -
Pakht-e-Herat 65,542 65,542 = “
Shirkat Nasajt Afghan 83,518,400 83,518,400 2 =
. Afghanistan Payment Systems 17,372,500 16,710,000 - -
Deposits from banks
Bank-¢-Mille Afghan 332,569 314,507 (18,062) 16,493

|

Transactions with key management personnel
Short-term employee benefits 13,074,800 13,771,199 13,074,800 13,771,199

In addifion to their salaries and allowances, the Bank also provides non-cash benefits to directors and executive
officers, and contribute to a post employment defined plan on their behalf. The terms of the plan are same as for all

= employees.
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