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Independent Auditors’ Report

Board of Supervisors.,
Yashtany Bank

We have audited the accompanying financial statements of Pashtany Bank (“the Bank™). which
comprise the statements of financial position as at 20 March 2010, statement of financial
performance, cash flow and changes in equity for the year then ended, and a summary of
significant accounting policies and other explanatory notes.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with International Financial Reporting Standards and the requircments of the Law
of Banking in Afghanistan. This responsibility includes: designing, implementing and
maintaining internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error: selecting and
applying appropriate accounting policies; and making accounting estimates that are reasonable in
the circumstances.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements bascd on our audit.
lixcept as described in the Basis for Qualified Opinion paragraphs, we conducted our audit in
accordance with International Standards on Auditing. Those standards require that we comply
with relevant ethical requirements and plan and perform the audit to obtain rcasonable assurance
whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our judgment.
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, we consider internal control relevant to
the entity’s preparation and fair presentation of the financial statements 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 entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made
by management. as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.



Basis for Qualified Opinion

rJ

a

As per International Accounting Standard 1 “Presentation of Financial Statements™, “an
entity shall prepare its financial statements, except for cash flow information, using the
accrual basis of accounting.” Note 19 to the financial statements, “net interest income™,
includes interest income amounting to AFN 461,933 thousand which has been recorded
on receipt basis by the Bank. Accrued interest income amounting to AFN 395551
thousand has not been recorded in the financial statements. Had the accrued interest
income been recognized in the financial statements, other assets would have been higher
by AFN 395,551 thousand, interest income and profit before income tax would have been

higher by AFN 395,551 thousand.

Morcover, as per International Accounting standard 40 “Investment Property™ (IAS- 40)
income from Investment property must be charged as income in the income statement
however. no such income has been recognized and an amount of AFN 4,320 thousands
has been recorded in term deposits. The cumulative amount of such income included in
term deposits amounts to AFN 13,200 thousands.

As disclosed in Note 13.1 to the financial statements, the Bank operates pension plan for
its staff. Yearly pension is calculated at the rate of 8% of the budgeted salary which is
provided to meet the pension liability of retired and existing employees of the Bank.
Accumulated liability for the year amounting to AFN 8,367 thousand for the pension has
been recognized in the books as on 20 March 2010. However. International Accounting
Standard “Employee Benefits™ (IAS-19) requires that such liability should be measured
using actuarial techniques. Consequently, we were not in a position to satisfy ourse
whether pension liability of AFN 8,367 thousand recognized as of 20 March 2010 in
respect of current and retired employees of the Bank has been completely and
appropriately recorded in these financial statements.

VC§

The Bank, for calculating allowance for impairment against loans and advances.
calculates default days on the basis of overdue principal. However, as per Da Afghanistan
Bank’s (DAB) regulation titled “Asset Classifications, Monitoring ol problem Asscts,
reserve for losses, and Non-accrual status”™, the Bank is required to calculate default days
on the basis of overdue principal or interest. Had the Bank maintained the reserve in
accordance with the said requirement the allowance for impairment would have been
higher by AFN 563,841 thousand, loans amounting to AFN 2,187,462 thousand would
have been written off and the impairment loss would have increased by AFN 2.510.859
thousand. Resultantly the profit before tax and carrying value of loans and advances
balance would have been lower by AFN 2,510,859 thousand.

An amount of AFN 284,855 thousands appears in the statement of changes in cquity as
“prior year adjustments”™ during the year ended 20 March 2010. We were not provided
with any details and supporting documents for the said amount. Accordingly we were not
able to verify the above amount and its adjustment to equity.

w MU



5. The Bank has not disclosed information in accordance with International Accounting
Standard 24 “Related Party Disclosures™, where under ‘an entity is required to disclose
the nature of the related party relationship as well as information about the transactions
and outstanding balances necessary for an understanding of the potential effect of the
relationship on the financial statements. Further, an entity is required to disclose key
management personncel compensation.

Qualified Opinion

In our opinion, except for the effects of the matters referred to in the basis of qualified opinion
paragraph, the financial statements give a true and fair view of the financial position of the Bank
as at 20 March 2010, and of its financial performance for the year then ended in accordance with
International Financial Reporting Standards and the requirements of the Law of Banking in
Afghanistan.

WG

KPMG Afghanistan Limited
--June 2010

Kabul



Pashtany Bank
Statement of financial position
As at 20 March 2010

Assets

Cash and cash equivalents

I.oans and advances to customers
Investment securities

Property and equipment
Investment Properties

Other assets

Total assets

Liabilities

Deposits from banks
Deposits from customers
Deferred tax liability
Other liabilities

Total liabilities

Equity

Share capital
Accidental reserves
Legal Reserves
Retained earnings
Surplus on revaluation
Total equity

Contingencies & Commitents

Total equity and liabilities

The annexed notes 1 1o 26 form an integral part of these financial statements.

Chief Executive O

Note

L

o7, S - VL

o

10
11
/2
£3

14
15
16

17

18

2010 2009
AFN '000' AFN '000'

3,364,719 4,183,142
6,943,392 4,829.990
10,587 3.081
1,578,447 1,501.521
262,422 262.422
102,311 246,098
12,261,878 11,026,254
51,639 48.495
7,860,733 3.743.867
116,912 116,912
367,044 3,105,434
8,396,328 7.014.708
2,500,000 2,500,000
500,000 * 500.000
268,813 268.813
129,086 275,083
467,650 467.650
3,865,549 4.011.546
12,261,878 11.026,254

Chief Financial
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Pashtany Bank
Income Statement
For the year ended 20 March 2010

Note 2010 2009
AFN '000' AFN '000'
Interest income 19 488,071 502,340
Interest expense 19 (145,470) (94.100)
Net interest income 342,601 408,240
Fee and commission income 20 80,270 109,894
Net fee and commission income 80,270 109,894
Business receipts tax expense (1,605) (58.574)
FForeign exchange gain/( loss) (39,564) (23.874)
Other operating income 21 286,097 558.990
Operating income 667,798 994,676
Net impairment loss on financial assets &l (294,721) (256,761)
Personnel expenses 22 (115,200) (91.434)
Depreciation 7 (22,924) (18.900)
Revaluation logs - (29.564)
Operating lease expenses (10,294) (2,234)
Other expenses 23 (60,470) (49.653)
Profit before income tax 164,190 346,130
Income tax expense 24 (32,838) (109.226)
Net profit for the period 131,352 436.904

W

The annexed notes 1 to 26 form an integral part of these financial statements,

Chief Executive Offic Chief Fina




Pashtany Bank
Statement of Comprehensive Income
For the year ended 20 March 2010

Note 2010 2009
AFN '000' AFN 000"
Profit after income tax 131,352 436,904
Other comprehensive income
Fair value increase in Available for Sale Investment 6 7,507 -
Total comprehensive income for the year 138,859 436,904

Loy

The annexed notes 1 to 26 form an integral part of these financial statements.

Chief Executive Of




Pashtany Bank
Statement of cash flows
For the year ended 20 March 2010

Note 2010 2009
AFN '000' AFN '000’
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before income tax 164,190 546,130
Adjustment for non-cash items
Depreciation/amortization of oOperating assets 22,924 18,900
Provision against loans and advances 3 294,721 256,761
Revaluation loss - 29,564
Deferred tax liability adjustment - (117,506)
Prior year adjustment (284,855) 429,901
32,789 617,620
196,979 1,163,750
Increase in operating assets _ :
l.oans and advances 5 L (2,408,123) (2.03 1,640),
Other assets 9 145,001 (208.355)
(2,263,122) (2.239,995)
Increase in operating liabilities
Deposits from banks 10 3,144 6,350
Deposits from customers '3 4,116,866 1,716,729
Other liabilities 13 (2,629,088) 2,598,006
1,490,922 4,321,085
Income tax paid (143,353) (81.876)
Net cash flows from operating activities (718,573) 3.162.964
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to operating fixed assets 7 (99,850) (418,077)
Net cash flows from investing activities (99,850) (418,077)
CASH FLOWS FROM FINANCING ACTIVITIES
Net cash flows from financing activities - -
Increase in cash and cash equivalents (818,423) 2,744,887
Translation differences 0
Cash and cash equivalents at the beginning of the year 4 4,183,142 1,438,255
Cash and cash equivalents at the end of the year 4 3,364,719 4,183,142

The annexed notes 1 to 26 form an integral part of these financial statements.

Chief Executive

Chief Financial
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Pastany Bank
Notes to the financial statements
For the year ended 20 March 2010

1. Status and nature of operations

Pashtany Bank (“the Bank™) is a commercial bank operating in Afghanistan. The Bank was
incorporated in 1954 and obtained a private investment license on 26 June 2004 under the law
ol Domestic and Forcign Investment. The Bank was granted provisional license for
commercial banking by Da Afghanistan Bank on 26 June 2004 and is primarily chgaged in
the business of banking as per Law of Banking in Afghanistan. T'he registered office of the
Bank is at Muhammad Jan Khan Watt, Kabul. Afghanistan

2. Basis of preparation

(a) Statement of compliance

The financial statements have been prepared in accordance with the requirements of
the Law of Banking in Afghanistan and International Financial Reporting Standards
(IFRSs). In case requirements differ, the provisions of the Law of Banking in
Alghanistan shall prevail.

The financial statements were approved by the Board of Supervisors
on

(bh) Basis of measurement

Ihese financial statements have been prepared on the historical cost basis except lor
certain land. building and investment sccurities which have been measured at
revalued amount.

(c) Functional and presentation currency

These financial statements are presented in Afghani, which is the Bank’s functional
currency. kxcept as otherwise indicated. the amounts in the financial statements have
been rounded to the nearest thousand Afghanis.

() Use of estimates and judgments

The preparation of financial  statements in conformity with 1I'RSsg requires
management to make judgments, estimates and assumptions that affeet the
application ol accounting policies and the reported amounts of assets. liabilitics.
income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions (o

accounting estimates arc recognised in the period in which the estimate is revised and
in any future periods affected.

In particular. information about significant arcas of cstimation uncertainty and critical

Judgements in applying accounting policies that have the mest significant effect on
the amounts recognized innote 5 and 7 of the financial statements.

3: Significant accounting policies

The accounting policies set out below have been applied consistently to all pettods in

v



Pastany Bank

Notes to the financial statements
For the year ended 20 March 20071

preparation of these financial statements.

(2)

(b)

(¢)

Changes in accounting policy and disclosures
The Bank has adopted the following new and amended IFRSs as of 21 March 2009:

IFRS 7 ‘Financial instruments — Disclosures® (amendment) - effective 1 January
2009.

The amendment requires enhanced disclosures about fair value measurement and
liquidity risk. In particular, the amendment requires  disclosure of fair value
measurements by level of a fair value mcasurement hicrarchy,

TAS 1 (revised). ‘Presentation of financial statements’ — effective | January 2009,
The revised standard prohibits the presentation of items of income and expenses (that
IS, non-owner changces in cquity) in the statement of changes in cquity. It requires
non-owner changes in cquity 1o be presented Separately from owner changes in
cquity. All non-owner changes in equity are required to be shown in a performance
statement, but entities can choose whether to present one performance statement (the
statement of” comprehensive income) or two statements (the income statement and
statement of comprehensive income). Where entitics festate or reclassify comparative
information, they are required to present a restated statement of financial position as
at the beginning comparative period. in addition to the current requirement to present
statements of financial position at the end of the current period and comparative
period.,

Foreien currency transactions

Transactions in foreign currencies are translated into the functional currency of the
Bank at the spot exchange rate at the date of the transaction. Monetary assets and
liabilitics denominated in foreign currencics at the reporting date are retranslated into

the functional currency at the spot exchange rate at that date.

The foreign currency gain or loss arising on retranslation is recognised in profit or
loss.

Non-monetary asscts and liabilitics that are measured in terms of historical cost ina
foreign currency are translated using the exchange rate at the date of transaction.

Interest

Interest income and expensc are recognised in profit or loss using the effective
interest method. The effective interest rate s the rate that exactly discounts the

estimated future cash payments and reccipts through the expected life of the financial

assetor liability (or. where appropriate a shorter period) o the carrying amount of the
financial asset or lability. When caleulating the effective interest rate. the Bank
estimates - future cash flows considering all contractual lerms of the finmicial
instrument, but not future credit osses,

The caleulation of the cffective interest rate includes all fees and points paid or
reecived transaction costs. and discounts or premiums that arc an integral part of the
effective interest rate, Transaction costs arc incremental costs that are dircctly
attributable to the acquisition, issue or disposal of a financial asset or liability,
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Pastany Bank

ancs to the financial Statements

Ior the year ende

o 20 Meich 2010

(d)

(e)

(0

Interest income and eXpense presented in the income statement include interest on
financial assets and financial liabilitics measured at amortised cost calculated on an
clfective interest basis.

Fee and commission

Fees and commission income includes fund transfer fec. currency exchange fee. and
account servicing fees are recognized as the related services are performed.

Lease payments made

Payments made under operating leases are recognised in income statement on 4
straight-line basis over the term of the lease. Lease incentives received are recognised
as an integral part of the total lease expense, over the term of the leasc,

Income tax expense

Income tax expense comprises current and deferred tax. Income tax expense is
recognised in profit or Joss except to the extent that it relates to ilems recognised
dircetly in equity or in other comprehensive income,

Current tax is the expected tax payable or receivable on the taxable income or loss for
the year, using tax rates cnacted or substantively enacted at the reporting date, and
any adjustment to tax payable in respect of previous years.

Deferred tax is provided for temporary differences between the carrving amounts of
assets and liabilities for financial reporting purposes and the amounts used for
taxation purposes. Deferred tax is measured at the tax rates that are cxpecied to be
applied to the temporary differences when they reverse. based on the laws that have
been enacted or substantively enacted by the reporting date.

A deferred tax asset is recognised for unused tax losses. tax credits and deductible
temporary differences to the extent that it is probable that future taxable profits will
be available against which they ean be utilized. Deforred lax assets are revicwed at
cich reporting date and are reduced to the extent that it is no longer probable that the
related tax benefit will be realised.

Financial assets and lia bilitics
Recognition

The Bank initially recopnises loans, advances and deposits on the date at which they
are originated. Regular way purchases and sales of (inancial assets are recognized on
the trade date at which the Bank commits to purchasc or sell the asset. All other
financial assets and liabilitics (including assets and liabilitics designated at fair value
throush profit or loss) are mitially recognized on the trade date at which the Bank
becomes a party to the contractual provisions of the instrument.

A financial asset or financial liability is measured initially at fair value plus. for an
item not subsequently measured at fair value through profit or loss. transaction costs
that are dircetly attributable to its acquisition or issue.

( 'l(i“jfic.d,i(”;l}{ (



Pastany Bank

Notes to the financial statements
For the year ended 20 March 2010

See accounting policics 3 (g) and 3 (h).
Derecognition

‘The Bank derccognises a financial assot when the contractual rights to the cash flows
rom the asset expire, or it transfers the financial assct in a transaction in which
substantially all the risks and rewards of ownership are of the financial asset are
transferred or in which the Bank neither transfers nor retains substantially all the risks
and rewards of ownership and it does not retain control of the financial assct. Any
interest in transferred financial assets that qualify for derecognition that is created or
retained by the Bank is recognised as a separate asset or liability in the balance sheet.

On derecognition of a financial asset. the difference between the carrying amount of
the asset and the sum of (i) the consideration received (including any new asset
obtained less any new liability assumed) and (ii) any cumulative gain or loss that had
been recognized in the income statement,

The Bank derccognises a financial liability when its contractual abligations are
discharged or cancelled or expire.

Offsetting

Financial assets and liabilitics are set off and the net amount presented in the balance
sheet when, and only when, the Bank has a legal right to sct off the recognived
amounts and it intends either to settle on a net basis or to realise the asset and settle
the lability simultancously,

Income and expenses arc presented on a net basis on ly when permitted under 1R S
or for gains and losses arising from a group of similar transactions.

."’l??()l'i.ﬂ"(?d COSt measurement

The amortised cost of a financial asset or liability is the amount at which the financial
asset or liability is measured at initial recognition. minus principal repayments, plus
or minus the cumulative amortisation using the effectjve interest method of any
dilference between the injtial amount recognised and the maturity amount, minus any
reduction for impairment.

Fair valye measurenrent

Fair value is the amount for which an asset could be exchanged. or a liability settled.
between knowledgeable. willing partics in an arm’s length transaction on the
measurement date.

When available, the Bank measures the fair value of an instrument using quoted
prices in an active market for that instrument. A market is regarded as active if quoted
prices are readily and regularly available and represent actual and regularly oceurring
market transactions on dn arm’s length basis.

ldentification of measurement of impairment

At cach reporting date, the Bank assesses whether there s objective evidence tha
financial assets not carried at fair value through profit or loss arc impaired. Financial
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Pastany Bank

Notes to the financial statements
Forthe year ended 20 Mareh 2010

(£)

(h)

assets or a group of financial assets is (arc) impaired when objective evidence
demonstrates that a loss event has occurred afier the initial recognition of the assci(s),
and that the loss event has an impact on the future cash flows on the asset(s) that can
be estimated reliably,

Objective cvidence that linancial asscts are impaired can include default or
r!clinqucncy by a borrower., restructuring of a loan or advance by the Bank on terms
that the Bank would not otherwise consider. indication that a borrower or issuer will
enter bankruptey, disappearance of an active for a sccurity. or other observable data
relating 1o a group of assets such as adverse changes in the payment status of
borrowers or issuers in the Bank, or economic conditions that correlate with defaults
in the Bank.

The Bank considers evidence of impairment for loans and advances at both g specific
assctand collective level, All individually significant loans and advances are assessed
for specific impairment. All significant loans and advances found not to he
specifically impaired are then collectively assessed for any impairment that has been
incurred but not yet identified. 1.oans and advances that are not individually
significant are collectively assessed for impairment by grouping together loans and
advances with similar risk characteristics.

In determining the potential loss in specific loans. groups ol loans, or in the aggregate
loan portfolio, all relevant factors arc considered including, but not limited to- current
cconomic conditions, historical loss experienee, delinquency trends. the effectiveness
ol the Bank’s lending policies and collection procedures. and the timeliness and
accuracy ofits loan review function.

Impairment losses on assets carried at amortised cost are measured as the difference
between the carrying amount of the financial assets and the present value of estimated
future cash flows discounted at the assots® original effective interest rate. Losses are
recognized in the income statement and reflected in an allowance account against
loans and advances, Interest on the impaired asset continues to be recognised through
the unwinding of the discount. When a subsequent event causes the amount of
impairment loss 1o decrease, the impairment Joss is reversed through income
statement,

Cash and cash equivalents

Cash and cash cquivalents include cash on hand, balances held with Da Afghanistan
Bank. balances with other banks, capital notes, Highly liquid financjal assets
including placements with other banks having maturitics of more than three months
which are managed as part of cash management function of the Bank and are subjec
to insignificant risk of changes in their fair value are classified as cash cquivalents.
Cash and cash cquivalents are carried at amortized cost in the balance sheet,

Loans and advances

Loans and advances are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market and that the Bank does not intend 10
sell immediately or in the near term,

Loans and advances are initially measured ai fair value plus ineremental direct
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Pastany Bank

Notes to the financial statements
lor the year ended 20 Mareh 2010

(i)

()

transaction cost and subsequently measured at their amortized cost using the effective
interest method.

Property and cquipment
Recoonition wied measurement

Items of property and cquipment are measured at cost less accumulated depreciation
and impairment losses,

Cost includes expenditures that arc dircctly attributable to the acquisition of the asset.
The cost of self-constructed assots includes the cost of materials and dircet labour, any
other costs dircctly attributable 1o bringing the asset to a working condition for its
intended usc. and the costs of dismantling and removing the items and restoring the site
on which they arc located. and capitalized borrowing costs.

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

The gains or loss on disposal of an item of property and equipment is determined by
comparing the procecds from disposal with the carrying amount of the item of property
and cquipment, and arc recognized net within other income in income statement,

Subsequent costy

The cost of replacing part of an item of property or cquipment is recognised in the
carrying amount of the item if it is probable that the future cconomic benefits
embodied within the part will flow to the Bank and its cost can be measured reliably.
The carrying amount of the replaced part is derecognized. The costs of the day-to-day
servicing of property and cquipment are recognised in income slatement as incurred.

Depreciation

Depreeciation is recognised in income statement on a straight-line basis over the
cstimated useful tives of cach part of an item of property and equipment since this
most closely reflects the expected pattern of consumption of the future economic
benefits embodied in the asset. Leased assets under finance leases arc depreciated
over the shorter of the lease term and their useful lives. Land is not depreeiated.,

The estimated useful lives for the current and comparative period are as follows:

® Land and buildings 50 years
®  Furniture and fixtures 4-20 vears
®  Computer equipment 3 vears

B Vehicles S years

Depreciation methods, usefiyl lives and residual values are reassessed at cach financial
year-end and adjusted it appropriate.

Investment Properties

Investment propertics are properties which are held to carn rental income or for

w14



Pastany Bank
Notes to the fin
For the vear ene

ancial statements
o 20 Merel 20100

(k)

U]

(m)

capital appreciation or for both, Investment propertics are stated at their fair values.
The fair values are based on the market values, being the estimated amount for which
the property could be exchanged on the date of valuation between a willing buyer and
a willing seller in an arm’s length transaction after proper marketing wherein the
parties had cach acted knowingly. prudently and without compulsion.

Any gain on loss arising from a change in fair value is recognized in the income
statement. Rental income from investment property is accounted for on straight line
basis over the term of the lease. l.case incentives granted are recognised as an integral
part the total rental income, over the term of the lease.

Investment Securities

These are investments. other than those in subsidiaries and associates. which do not
fall under the heading *held for trading” and held to maturity category. The Bank
categorizes such investments as “available for sale investments”

These investments are initially recognized at fair value which includes transaction
costs associated with the investment.

Investments with no active market are valued at higher of cost and break-up value,
Break-up value of equity securities is caleulated with reference to net assets as per the
audited financial statements of the company in which the investment has been made.

Gain and losses on disposal of investment securitics during the year are taken to the
profit and loss account. Any un-realized pain on such investments is recosnized as
other comprehensive income.

Impairment of non-financial assets

The carrving amounts of the Bank’s non-financial assets are reviewed at cach
reporting date to determine whether there is any indication of impairment, If any such
indication exists then the asset’s recoverable amount is estimated.

An impairment loss is recognised if the carrying amount of an asset or ifs cash-
ecnerating unit exeeeds its recoverable amount. A cash-generating unit is the smallest
identifiable asset group that generates cash flows that targely are independent from
other assets and groups. Impairment losses are recognised in profit or loss.
Impairment losses recognised in respect of cash-generating units are allocated first to
reduce the carrying amount of any goodwill allocated to the units and then to reduce
the carrying amount of the other assets in the unit (group of units) on a pro rata basis.

The recoverable amount of an asset or cash-generating unit is the greater of ils value
in use and its fair value less costs to sell. In assessing value in use, the estimated
future cash flows are discounted 1o their present value using a pre-tax discount e
that reflects current market assessments of the time value of money and the risks
specific to the assel.

Employee benefits
‘The bank operates pension scheme for its permancnt employees. Contributions to the

scheme are made by the employees and the bank. An employee contributes 3% of Net
salary and educational allowance of AFN 200 on monthly basis. while the bank

ug



Pastany Bank

Notes to the financial statements
For the vear ened 20 Mareh 2000

(n)

(0)

(p)

contributes 8% of the budgeted salary on vearly basis.

Pension is payable after the retirement on monthly basis in accordance with the
following rates depending upon the completed years of service. Pension is payable 1o
spousc in casc of death of employee up to the later eldest children achicves the ave of
I8 vears or completing education.

Completed year of service Pension Pavable
I-5 years 2 months last drawn gross salary
6-9 years 3 months last drawn gross salary
10 years 3 months last drawn gross salary and 40% of

last drawn gross salary in addition to it

Above 10 years In addition to pension payable for 10 years, 2%
of the last drawn gross  salary  for cach
completed year of service above ten years

Deposits

Deposits are the bank’s sources of funding. Deposits arc initially measured at fair
value plus incremental direct transaction costs, and subsequently measured at their
amortized cost using the effective interest method. except where the bank choose to
carry the liabilities at fair value through income statement.

Provisions

A provision is recognized if. as a result of'a past event, the Bank has a present legal or
constructive obligation that can be estimated reliably. and it is probable that an
outllow of cconomic benefits will be required to settle the obligation. Provisions are
determined by discounting the expected future cash flows at a pre-tax rate that
reflects current market assessments of the time value of mancy  and, where
appropriate, the risks specific to the liability.

New standards and interpretations not yet adopted

A number of new standards. amendments to standards and interpretations are not yet
cifective for the period ended 20 March 2010. and have not been applied in preparing
these financial statements, None of these are expected to have any impact on the
financial statements,

®  Revised IFRS 1- First-time Adoption of International Financial Reporting
Standards (applicable for annual periods beginning on or after July 01. 2009).

®  Amendment to IFRS 2- Share-based Payment- Group Cash-settled Share-based
Payment Transactions (effective from annual periods. beginning on or afier
January 01, 2010).

®  Revised IFRS 3 - Business Combinations (¢ffective | July 2009)

& Amendnients to [AS 27 - Consalidated and Separate Financial Statements
(effective | July 2009)

= Amendments to [AS 39 - Financial Instruments: Recognition and Measureiment
(effective 1 July 2009)

B CIFRIC 15 Agreement for the Construction of Real Estate. (for periods afier |
October 2009)

w IFRIC 17 - Distribution of Non-Cash Assets to Owners (effective | July 2009)

wpme
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" IFRIC 18 - Transfers of Assets from Customers (cffective 1 July 2009)

™ Amendment to 1AS 32 - Financial instrument presentation - classification of right
issuc (effective from | February 2010)

m [FRIC 19 - Extinguishing financial liabilities with cquity instruments (effective
after | July 2010).

® IAS 24 Related party disclosures - revised 2009 (effective after | January

2011 um
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4.1

4.2

4.3

4.3.1

4.3.2

Note 2010 2009
AFEN 000" AFN 000
Cash and cash equivalents
Cash in hand 571,839 426.786
Balances with Da Afghanistan Bank 4.1 2,223,095 1.456.086
Capital notes issued by DAB 4.2 199,318 -
Balanees with other banks 4.3 370,466 2.300.270
3.364,719 4,183,142

This includes AFN 570.428 thousands (2009: AFN 122.220 thousands) maintained as statutory reserve with Da Alghanistan Bank
(DAB) to meet the minimum reserves requirements as specified by Banking Regulations issued by DAB. These carry interest ranging
0.75 %-~6 % per annum (2008:6.42 to 13.68%). Remaining balance maintained with DAB is interest frec,

These notes are issued for a period of 1 month to two months. They carry interest ranging from 4.78 % - 5.8 v per annum (2008:8.6 to
16.8%).

2010 2009
AFN 000" AFN 000"
Balances with other banks
Term Deposits 1.3.1 19,560 343.523
Current accounts 432 350,906 1.956.747
370,466 2.300.270

These represent term deposits having maturity up to a maximum of 12 months (2009: 12 months) and carry interest rate ranging from
3.03 % per annum 1o 5.25% per annum (2009 0.2% per annum to 11% per annum) receivable on maturity of respective placements.

These include balance amounting to AFN 5.970 thousands (2009:6.213 Thousands) held with banks in the name of Export Promotion
Bank which was merged into the Bank in 2008,

L4
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2010 2009
AEN'000"  AFN '000’

Loans and advances to customers

Loans and advances to customers- at amortised cost 6,943,392 4,829,990

All loans and advances are expected to be recovered within twelve months of the balance sheet date.

Impairment Carrying Impairment Carrying
Note  Gross amount allowance amount Gross amount allowance amount
20 March 2010 20 March 2009
Retail customers- Running finances Fif 7,112,741 185,946 6,926,795 4.952.598 131,669 1,820,929
Short term loans to emplovees 3.2 16,597 - 16,597 9.061 - 9.061
7,129,338 185,946 6,943,392 4,961,659 131 669 4.829.990

Term loans carry interest ranging from 10% to 12% per annum (2009:10% to 12% per annum) and having maturity ranging
between | to 5 years (2009: 1 to 3 vears). These loans are secured against immovable properties. These include loans
amounting to AFN 1.673.350 thousand whose term have been enhanced during the vear.

Short term loans to employees are interest free and secured against personal guarantees,

AL 20 March 2010 AFN 2.612.59] thousands (2009:AFN 1.162.131 thousands) of loan and advances to customers are
expected to be recovered more than twelve months afier balance sheet date

2010 2009
AFEN "000' AFEN '000'

Allowances for impairment

Balance at beginning of year 131,669 252,719
Impairment loss for the vear: 294,721 256,761

Loan written offy (240,444) (377.811)
Balance as at 185,946 131.669

Investment Securities

Bank ¢ Milli Afghan 2,450 2,450
Bima Millie Aghan 7,660 153
Shirkat ¢ Ariana 250 250
Hotel Intercontinental 64 65
Afghan Card Corporation 163 163

10,587 3.081
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Pashtany Bank
Notes to the financial statements
For the year ended 20 March 2010

lote 2010 2009
Investment properties AFN 000’ AFN 000’
Opening balance 262,422 262,422
Gain on fair value adjustments 5 S
Closing balance 262,422 262,422
Other assets
Cheque books 21,686 22,866
Advances to employees 3,489 52,352
Advances to suppliers 73,631 164,356
Income tax paid in advance 1,214 -
Other Assets 2,291 6,524
102,311 246,098
Deposits from Banks
Current Accounts
Agriculture Bank, Kabul 1,500 180
Construction Bank 2,874 45,674
Kabul Bank-Afghani 18,039 -
Kabul Bank-US$ 23,050 -
Bank e Millie Afghan, Kabul-Afghani 40 2,641
Bank e Millie Afghan, Kabul-US$ 133 -
Bank ¢ Millie Afghan, Kabul-Euro 5,992 -
Bank ¢ Millie Afghan, Kabul-Pound 11 -
51,639 48,495
Deposits from customers
Retail customers:
Term deposits 1.1&2 410,146 318,662
Saving deposits 11.3 2,796,896 1,604,155
Current deposits 4,653,691 1,821,050
7,860,733 3,743,867

All the term deposits are expected to be settled in twelve months of the balance
ranging from 6 % to 6.50 % per annum (2009 6 % to 6.50 % per annum).

This includes income of AFN 13,200 thousand earned on investment properties,

These carry interest rate of 6 % to 7% per annum (2009: 6% to 7%per annum)
Deferred tax liability

This represents deferred tax liability on account of surplus on revaluation.

i

sheet and carry interest rate
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For the vear ended 20 March 2010

Note
13; Other liabilities

Creditors

Security deposit from tenant

Income tax payable

Business Receipts Tax payable

Staff pension payable 137
Loan from Republic of Irag 732
Accrued interest payable on Iraq Loan

Accrued Interest payable

Unearned Interest Income

Deposits against letter of credits

Valuation charges payable

Welfare fund for employees

Others

13.1  Staff pension payable
Opening balance

Contribution made during the year
Payments made during the year

2010 2009
AFN '000° AFN 000’

19,183 2,503,747
4816 4,816

- 109.302

3,064 24,575
8,367 888
82,249 87.814
6,264 6.688
6,461 4,831
112,784 220,458
72,017 96,323
742 2,347

12,919 3

38,178 43,645
367,044 3,105,434
888 646

9,673 4,508
(2,194) (4.266)
8,367 888

13.2  This represents loan from Republic of Iraq for the purpose of "slider of Bank for a period from 1976 10 1996

and carries interest rate of 2.50 % per annum". The loan term expired in 1996, however, it is still not

back by Republic of Iraq. No interest has been accrued on this loan since 1996,

14. Share capital
Authorised capital

Issued and paid capital
Balance as on 20 March 2010

15. Accidental reserve

This represents accidental reserve created out of retained earnings as approved b
their meeting held on 14 July 2008. This reserve has been created for the

losses as a result of natural calamity or any accidents.

16. Legal reserve

This represents legal reserve created out of retained earnings as approved by
meeting held on 18 October 2009, This reserve is not for the distribution of

adjustment of any impaired loans and advances,

WM,

recalled
2010 2009
AFN 000" AFN 000
2,500,000 250,000
2,500,000 2.500.000

v the Board of Supervisor in
purpose of covering any expected

the Board of Supervisor in their
dividends and is also not for the
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2010 2009
17. Surplus on revaluation AFN 000 AFN '000'
Opening balance 467,650 470,023
Surplus arising on revaluation during the year - 114,539
Related deferred tax on revaluation - (116.912)
Closing balance- net of deferred tax 467,650 467,650

Surplus on revaluation relates to land and building. Fair value of land and building is determined by a
committee of Government Institutions including local municipality, ministry of construction and a
representative of bank. Fair values were determined having regard to recent market transactions for
similar properties in the same location,

Note 2010 2009
18. Contingencies & Commitments AFEN 000" AFN '"000
Guarantee for supply of services 8,595 -
19, Net interest income
Interest income
Cash and cash equivalents 26,138 169.260
Loans and advances to customers 461,933 333.080
Total interest income 488,071 502,340
Interest expense
Deposits from customers 19.1 145,470 94,100
Total interest expense 145,470 94,100
Net interest income 342,601 408.240
19.1  Deposits from customers
Interest on:
Term deposits 13,405 17.783
Saving deposits 132,065 76.317
145,470 94,100
20 Net fee and commission income
Fee and commission income
Fund transfer fee 32,597 28.347
Currency exchange fee 9,180 54,022
Account servicing fee 38,493 27,525
Total fee and commission income 80,270 109.894

i
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21. Other operating income
Rental income 9,323 10,755
Bad debts recovered 259,791 535,229
Miscellaneous 16,983 13,006
286,097 558,990
22. Personnel expenses
Salaries and wages 79,037 63.459
Contribution towards pension fund 7,500 4,508
Staff welfare 28,663 23,467
115,200 91.434
23, Other expenses
Repair and maintenance 582. 657
Travel 1,940 « 2.576
Advertisement and publicity 22.921 = 21,227
Building tax 1418~ 1,396
Printing and stationery 3,855 2,074
Communication 3,688 1:921
Electricity 4,833 « 3.580
Fuel expenses | s R 1.538
Auditor's remuneration 514 = 1.873
Cleaning and water 169 = 62
Kindergarten expenses 134 142
Others 18,933 12.607
60,470 49,653
24. Income tax expense
Recognised in income statement
Current tax expense 24.1 32,838 109.226
24.1  Reconciliation of effective tax rate
Rate
l.oss before income tax (%) 164,190 546,130
Tax income using income tax rate 20%% 32,838 109,226
Total tax income in the income statement 20% 32,838 109,226

kpn
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