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Maiwand Bank
Statement of finllncilll position
As 01 31 December 2013

Assets
Cash and cash equivalents
Loans and advances to customers
Property and equipment
Intangible assets
Deferred tax asset- net
01 her assets
Totlll assets

Liabilities
Deposits from banks
Deposits from customers
Other liabilities
Deferred tax liability - net
Total liabilities

Equity
Paid up capital
Accumulated loss
Total equity

Total liabilities and equity

Note 2013
Afs '000'

5 10,555,889
6 6,985,081
7 247,451
8 3,544
9
10 1,400,059

19,192,024

1/
12
13
9

16,291,592
1,767,050

43,256
18,101,898

14 1,IB,OOO
(34,874)

1,090,126

19,192,G24

The annexed notes I to 25 form an integral part of these financial statements.

2012
A fs '000'

6,235,8 3
4,720,1 8
207,581

5,J~O
20,O!0

11,123,963
12,313,015

I4F
10,166,117
1,243,388

-I
11,409,9&2

I
II,ooo,oqo

(96,9~7)
903,033

12,313,0,15r
~~cuak
Chief Executive Offi ier



Maiwand Bank
Statement of comprehensive income
for the year ended 31 December 20/ J

Interest incorne
Interest expense
Net interest income

Note 2013 2012
A fs '000' Afs '000'

16
16

714,417

Fee and commission income
Fee and commission expense
Net fce and commission income

17
17

268,039
(46,017)
222,022 211,571

S,22D 15,836
986,26.3 650,567

475,53)
(284,780) (207,9331
(72,707) (8711
(58,762) (50,287j

(423,898) (432,294)
146,116 434,7151

(84,023) (65,139)

I
62,093 369'~761

62,093 369,5761
~fj(~

Profit/return on Islamic financing
Return on Islamic deposits
Net spread earned

Foreign exchange gain
Operating income

Other income
Personnel expenses
Allowance for impairment loss
Depreciation and amortisation
Other operating expenses
Profit/(Ioss) before tax

/8
/9
6
8,9
20

Tax expense 21

Profit/(Ioss) for the yea r
Other comprehensive income
Total cornphensivc income for the year

Chief Executive Offieer
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Mal\vand Bank
Sta~ment of changes in equity
For the year ended 31 December 2013

Balance at 0 I January 2012

Total comprehensive income:
Profit for the year

Dividend distribution to shareholders
Capital injected during the year
Balance at 3 I December 2012

Balance at 01 January 2013

Total comprehensive income:
Profit Ior the yea r

Capital injected during the year
Balance at 31 December 2013

TotalPaid up Capital Accumulated loss
(Afs '000')

750,000 (216,54) 533,457

250,000

369,576
(250,000.1

369,576
(250,000)
250,000

1,000,000 (96,9671: 903 033

1,000,000

125000

(96,967) 903,033

62,093 62,093
125,000

1,125,000

The annexed notes I to 25 fOnTI an integral pan of these financial statements.

Chairman

(34,!i74i I ,090,126

~~~
Chief F:xecutive Officer I
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Maiwllnd Bank
Statement of cash flows•For the year ended 31 December 2013

t

J
i
1

2012
~

Afs '000'
,

434,715

50,287
(41\5,132)
21,972

871
62,713

(\ ,529,7(6)
(27],403)

(102)
2,120,]54
585,983
965.749

582,259
(151,880)
1,396,128

(92,481 )
] 19,41]
(2,724 )

224,208

250,000
(250,000)

1,620,)36
4,615,547
6,235,&831~~p

# I

Note 2013
Afs '000'

Cash flows from opcrlIting activities
Profit/(Ioss) before income tax
Adjustments for:
Depreciation and amortisation
Nct interest iIlCOI1H:
Net spread earned
Unrealized exchange gain
Allowance for irnpainnenl loss

146,116

8,9 5!l,762
(724,417)
(31,604)
(X,220)
72,707

/7

6
(486,656)

Working capual changes:
Change in loans and advances to customers
Change in other assets
Change in deposits from banks
Change in deposits from customers
Change in other liabilities
Cash generated from operations

6
10

(2,264,913)
(276,096)

477
6,125,475
502,925

12
13

3,601,212

Interest/profit received
Interest/profit paid

Net cash from operating activities

900,228
(204,193)
4,297,247

Cash nows from investing activities
Acquisition of properly and equipment
Proceeds from sale of land
Acquisition of intangible assets
Net cash used in investing activities

(102,241)
7
/I

(102,241)

Cash flows from financing activities
Proceeds from capital injected
Dividend paid
Net cash flows from financing activities

125,000

125,000

Net increase In cash and cash equivalents
Cash lind cash equivalents at 01 January
Cash and cash equivalents at 31 December

4,320,006
6,235,883
10,555,8895

~t:~
Chief Executive office1
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Maiwand Bank
Notes to the financial statements
~'Forthe-year ended 31 December 2013

'i\1. Status and nature of operations

Maiwand Bank ("the Bank") is a commercial bank registered and operating in Afghanistan. The Bank
i~ primarily involved in commercial banking in Afghanistan. The Bank has obtained business liccI~se
from Afghanistan Investment Support Agency (AISA) to operate as a limited liability company·1he
Bank obtained its banking license from Da Afghanistan Bank ("DAB") under the Law of Banking in
Afghanistan on J I December 2008 and commenced its operations on 0 I January 2009. Currently, ~he
Bank IS being operated with 20 branches and I I extension counters (2012: 19 branches and 9
extension counters) in different parts of Afghanistan.

The registered office of the Bank is located in Kabul, Afghanistan.

2. Basis of preparation

(a) Statement of compliance

The financial statements have been prepared in accordance with International r:inan1cial
Reporting Standards (IFRSs) as issued by the International Accounting Standards BJard
(IASB) and the requirements of the Law of Banking in Afghanistan. In case requirements
differ, the provisions of the Law of Banking in Afghanistan shall prevaiL

The financial statements were approved by the Board of Supervisors on ._... ...__·

(b) Basis of measurement

Th,,, financial statements have boon prepared on the historical cost basi except" othoL"
disclosed in accounting policies.

(c) Functional and presentation currency

These financial statements are presented in Afghani (At's), which is the Bank's functional
currency. Except as otherwise indicated, financial information presented in A Is has been
rounded to the nearest thousand.

(d) Usc of estimates and judgments

Th, preparation of tmaocia! stat,men". in conform ity with IFRS'. cequires m'n.,g'm~n t to
make judgments, estimates and assumptions that affect the application of accQuotll1g po1llcles
and the reported amounts of assets, liabilities, income and expenses. Actual results may Idiffer
from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisi9ns to
accounting estimates are recognized in the period in which the estimate is revised and 111 any
future periods affected.

Information about significant areas of estimation, uncertainty and critical judgments in
applying accounting policies that have the most significant effect on the amounts recognIzed In
the financial statements are described in notes 2(e), 2(h), 2(i) and 2(j) I

\91"'"





The accounting policies set out below have been applied consistently to all periods presented in these
financial statements.

• Maiwund Bank
Notes to the financial statements
forlhe year ended 31 December 2013

i\
3. Significant accounting policies

Monetary assets and liabilities denominated in foreign currencies at the reporting date re
translated into the functional currency at the spot exchange rate at that date. Non-monetary
assets and liabilities denominated in foreign currencies that are measured at fair value Fre
retranslated into the functional currency at the spot exchange rate at the date that the fair value
was determined. Non-monetary assets and liabilities that are measured in terms of historIcal
cost in a foreign currency are translated using the exchange rate at the date of the transacti1on.
foreign currency differences arising on translation is recognized in profit or loss.

!~
"t
t

(a) Foreign currency

Transactions in foreign currencies are translated into the functional currency of the Bank at he
spot exchange rate at the dates of the transactions.

(b) Ln tcr-cs t I
Interest income and expense are recognized in profit or loss using the effective interest
method. The effective interest rate is the rate that exactly discounts the estimated future cash
payments and receipts through the expected life of the financial asset or liability (or, where
appropriate a shorter period) to the carrying amount of the financial asset or liability. Wlhen
calculating the effective interest rate, the Bank estimates future cash flows considering all
contractual terms of the financial instrument. but not future credit losses. I

The calculation of the effective interest rate includes all fees and points paid or receivedlthat
are an integral part of the effective interest rate. Transaction costs include incremental oosts
that are directly attributable to the acquisition, issue or disposal of a financial asset or liabi~ity.

Interest income and expense presented in the statement of comprehensive income include
interest on financial assets and financial liabilities measured at amortized cost calculated dl1 an
effective interest basis.

Profit under musharaka financing is recognized on quarterly basis based on projected rate of
return as mentioned in the respective agreements. At maturity the profit recognized is adjl!lsted
with the actual rate of return. According to sharia and Islamic banking policy of the Bank. the
profit taken from musharaka financing will be distributed at the ratio of 60% and 50% fdr the
Depositors (Rasul-maal) and the Bank (Mudharib) respectively. I
Profit on Murabaha and Commodity Murabaha is recognized on accrual basis. Promt on
Murabaha transactions for the period from the date of disbursemcnt to the date of culmi lation
of Murabaha is recognized immediately upon the later date.

Rentals on Ijarah contracts are recognized as income on accrual basis.

Profit on Diminishing Musharakah is recognized on accrual basis.

As per regulation issued by DAB titled "Asset Classifications, Monitoring of Problem ssets.
Reserve for losses, and Non-accrual Status ". accrued interest is reversed in the loans and
advances that are classified as non-accrual status.~>

(
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Other fees and commission income, including account servicing fee, funds transfer fee and
placement fee, are recognized as the related services are performed. When a loan commitment
fee is not expected to result in the draw-down of a loan, loan commitment fees are recognized
on a straight-line basis over the commitment period.

Other fees and commission expense relate mainly to transaction and service fees, which ,I.,
expensed as the services are received.

Maiwand Bank
Notes to the financial statements
};or the year ended 31 December 2013

(c) Fee and commission

Fees and commission income and expense that are integral to the effective interest rate on
financial asset or liability are included in the measurement of effective interest rate.

(d) Lease payments

Payments under operating leases are recognized in profit or loss on straight Iine basis over the
term of the lease. Lease incentives received are recognized as an integral part of the total lease
expense. over the term of the lease.

(e) Tax expense

Tax expense comprises current and deferred tax. Current tax and deferred tax arc recognize in
profit or loss except to the extent that it relates to items recognized directly in equity or in
other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income for the year, using
tax rates enacted or substantively enacted at the reporting date, and any adjustment to tax
payable in respect of previous years. I
Deferred tax is recognized in respect of temporary differences between the carrying amo~nts
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 expected to be applied to the temP9rary
differences when they reverse, based on the laws that have been enacted or substantl1vely

enacted by the reporting date.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset
current tax liabilities against current tax assets. and they relate to taxes levied by the sall1~ tax
authority on the entity and the current tax liabilities and assets are intended to be settled on a
net basis and are expected to be realized simultaneously

A deferred tax asset is recognized 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 can be utilized. Deferred tax assets are reviewed at each reponing date a1ld are
reduced to the extent that it is no longer probable that the related tax benefit will be realitd.

(f) Financial assets and financial liabilities

(i) Recognition and initial measurement

The Bank initially recognizes loans and advances to customers and deposits from
customers on the date that they are originated. All other financial assets and liabilities
(including financial assets and liabilities designated at fair value through profit or Idss) are~~7

(
I.





initially recognized on the trade date at which the Bank becomes a party to the lontractualprovisions of the instrument.

A financial asset or liability is measured initially at fair value plus, for an item lot at fair
value through profit 01' loss, transaction costs that are directly attributable to its acquisitionor issue,

Maiwand Bank
, Notes to the financial statements
For theyear ended 31 December 2013

..

(i"i) Classification

See accounting policies 3 (g), 3(h) and 3(m),

(iii) Derecogntitnn

The Bank derecogni7.es a financial asset when the contractual rights to the cash flows from
the asset expire, 01' when it transfers the financial asset in a transaction in which
substantially all the risks and rewards of ownership arc of the financial asset are
transferred or in which the Bank neither transfers nor retains substantially all th risk and
rewar,ds of ~wner~hip and it does n~t retain control .c,f the financial asset. Any i~terest in
transferred financial assets that qualify fO,rde~ec~gn't,on that rs created or. retall1~~1 by the
B,nk is recognizedas a "P'"'' "set 0' liability in the"'1"'''01 of financial posrOO

On derecognition of a financial asset, the difference between the carrying amount of the
asset (or the carrying amount allocated to the portion of the asset transferfed) and
consideration received (including any new asset obtained less any new liability Jssumed)
and (ii) any cumulative gain or loss that had been recognized in the other compr"hensive
income, is recognized in profit or loss.

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

(iv) qjfi'elfing

L

Financial assets and liabilities are set off and the net amount presented in the statement of
financial position when, and only when, the Bank has a legal right to set off the ~f1lounts
and intends either to settle on a net basis or to realize the asset and settle the liabilitysim uItaneous Iy.

Income and expenses are presented on a net basis only When permitted under IFRS , or for
gains and losses arising from a group of similar transactions.

(v) Amortized cost measurement

The amortized cost of a financial asset or liability is the amount at which the fitncial
asset or liability is measured at initial recognition, minus principal repayments, j_lus or
minus the cumulative amortization using the effective interest method of any dif'eence
between the initial amount recognized and the maturity amount, minus any reduct on forimpairment.

(vi) Ident!/icGliol1 of measurement of impairment

At each 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 19roup
of financial assets is (are) impaired when objective evidence demonstrates that a loss event
has Occurred after the initial recognition of the asset(s), and that the loss event I as an

19ftI~



impact on the future cash flows on the asset(s) that can be estimated reliably.

Maiwand Bank
1 Notes to the financial statements

For the year ended 31 December 2013

.'
Objective evidence that the financial assets are impaired can include efault or
delinquency by a borrower. restructuring of a loan or advance by the Bank 011 terms that
the Bank would not otherwise consider, indication that a borrower or issuer will enter
bankruptcy, disappearance of an active market for a security, or other obser able data
relating to a group of assets such as adverse changes in the payment status of a borrowers
or issuers in the Bank. or economic conditions that correlate with defaults in the Bank.

The Bank considers evidence of impairment for financial assets at both a specif asset and
collective level. All individually significant financial assets are assessed fqr specific
impairment. All significant assets found not to be specifically impaired are then
collectively assessed for any impairment that has been incurred but not yet identified.
Assets that are not individually significant are collectively assessed for impainnent by
grouping together financial assets (carried at amortized cost) with sill ilar risk
characteristics.

In determining the potential loss in specific loans, groups of loans, or in the aggregate 108n
portfolio, all relevant factors are considered including, but not limited to: current fconomic
conditions, historical loss experience, delinquency trends, the effectiveness of ITe. Bank's
lending policies and collection procedures, and the timeliness and accuracy of Its loan
review function.

Impairment losses on assets carried at amortized cost (Ire measured as the 1ifference
between the carrying amount of the financial assets and the present value of fstimated
future cash flows discounted at the assets' original effective interest rate. Losses are
recognized in profit or loss and reflected in an allowance account against loans and
advances. Interest on the impaired asset continues to be recognized through the unwinding
ofthe discount (if applicable). I
When a subsequent event causes the amount of impairment loss to decrease, the
impairment loss is reversed through profit or loss.

The Bank writes off certain loans and advances
uncollectable and are classified in accordance with
Bank.

when they are detenninL to be
the regu lations of Da A f~hanistan

(g) Cash and cash equivalents

Cash and cash equivalents include notes and coins in hand. unrestricted balances held with
central bank and capital notes, balances in Nostro accounts and highly liquid financial assets
with maturities of three months or less from acquisition date that arc subject lO insignificant
risk of changes in their fair value, and are used by the Bank in the management of i:ts short­
term commitments.

(11)

Cash and cash equivalents arc carried at amortized cost in the statement of financial position.

Loans and advances I

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 to sell immediately or
in the ncar term.

Loans and advances are initially measured at fair value plus incremental direct transact on cost

196ffoL:



Loans and advances considered to be uncollectable are written off as and when deterrn ned.

Maiwand Bank
, Notes to the financial statements

POI' the year ended 31 December 2013

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

All loans and advances are classified in accordance with the regulations of Da Afghanistan Bank.

(i) Property and equipment

(i) Recognition and measurement

Items of property and equipment are measured at cost less accumulated depreciation and
impairment losses, (if any). I

Cost includes expenditures that are directly attributable to the acquisition of the asset. The
cost of self-constructed assets includes the cost of materials and direct labour, bny other
costs directly attributable to bringing the asset to a working condition for its inte~lded use,
and the costs of dismantling and removing the items and restoring the site on which they are
located and capitalized borrowing costs. Purchased software that is integdl to the
functionality of the related equipment is capitalized as part of that equipment. I
When parts of an item of property and equipment have di fferent useful lives, they are
accounted for as separate items (major components) of property and equipment.

The gain or loss on disposal of an item of property and equipment is determined by
comparing the proceeds from disposal with the carrying amount of an item of pro~erty and
equipment, and are recognized net within other income in profit or loss.

(ii) Subsequent costs

The cost of replacing part of an item of property and equipment is recognized in the carrying
amount of the item if it is probable that the future economic 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 prop6ny and
equipment are recognized in profit or loss as incurred. I

Depreciation is recognized in profit or loss on a straight-line basis over the estimatel useful
lives of each item of property and equipment since this most closely reflects the expected
pattern of consumption of the future economic benefits embodied in the asset. Full nonth's
depreciation is charged on property and equipment in the month of addition and no
depreciation is charged in the month of deletion.

L
(iii)Depreciation

The estimated useful lives of the items of property and equipment for the current and
comparative period are as follows:

• Leasehold improvements
• Office equipment
• Furniture and fixture
• IT equipment
• Vehicles
• ATM

20 years
10 years
10 years
03 years
05 years
10 years

Depreciation methods, useful lives and residual values are reassessed at the report)g date

~7



.' and adjusted if appropriate,

Maiwand Bank
, Notes to the financial statements
For the year ended 31 December 2013

(j) Intangible assets

Banking software acquired by the Bank IS stated at cost less accumulated amortI ization andaccumulated impairment losses. if any.

Subsequent expenditu" on sofiw,ce asset is capit'''''d only when it in"""1 the future
economic benefits embodied in the asset. All other expenditure is expensed as incurred.

Amortization is recognized in profit or loss on a straight-line basis over the esti,~ated useful
life of the software, from the date it is available for use since this most closely reflects the
expected pattern of consumption of the future economic benefits embodied in the asset. The
estimated useful life of the software is three years.

L Amortization method, useful life and residual value are reviewed at each financial year-endand adjusted iI'appropriate

(k) Impairment of non-financi<If assets

The carrying amounts of the B"'k's non-finoncial assets 'co ,"viewed" each ;eponll,g dote to
d"cem Ine whether there is ony ind ication 0f impa irrnent. If any such ind iea tion ex Is~ then theasset's recoverable amount is estimated.

An impairment loss is recognized if the carrying amount of an asset or its cash-generating unit
exceeds its recoverable amount. A cash-generating unit is the smallest identi Gable asl et group
that generates cash flows that largely are independent from other assets and groups.
Impairment losses are recognized in profit or loss. Impairment losses recognized in respect of
cash-generating units are allocated first to reduce the C3ITying amount of any koodwill
allocated to the un its and then to reduce the canying amount of the other assets in I the unit(group of units) on a pro rata basis.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and
its rail' value less costs to sell. In assessing value in use, the estimated future cash flows are
discounted to their present value Llsing a pre-tax discount rate that reflects currenti market
assessments of the time value ofmoncy and the risks specific to the asset.

Impairment losses recognized in prior periods are assessed at each reporting date for any
indications that the loss has decreased or no longer exists. An impairment loss is reversed if
there has been a change in the estimates used to determine the recoverable amOllnt. An
impairment loss is reversed only to the extent that the asset's carrying amount does not exceed
the carrying amount that would have been determined, net of depreciation, it' no impajrmentloss had been recognized.

(I<) Provisions

A provision is recognized if, as a result of a past event, the 8ank has a present legal Or
constructive obligation that can be estimated reliably. and it is probable that an outflOW of
economic benefits will be required to settle the obligation. Provisions are determindd by
diSCounHng the expected future cash flows at a pre-rax "te that "fleets current tnrrket
assessments of the time value of money and, where appropriate, the risks specific tei>theliability.

I98IlJl



Maiwand Bank
Notes to the financial statements
'For the year ended 31 December 2013

(I) Financial guarantees

Financial guarantees are contracts that require the Bank to make specified payments to
reimburse the holder for a loss it incurs because a specified debtor fails to make payment wh n
due in accordance with the terms of a debt instrument. Financial guarantee liabilities JreJ

recognized initially at their fair value, and the initial fair value is amortized over the life of nhe
financial guarantee. The guarantee liability is subsequently carried at the higher of tris
amortized amount and the present value of any expected payment when a payment under the
guarantee has become probable.

Share capital is classified as equity.

(rn) Share capital

4. New standards and interpretations not yet adopted

A number of new standards, amendments to standards and interpretations are not yet effectivel for
annual periods beginning after \ January 2013, and have not been applied in preparing these financial
statements. Those which may be relevant to the Bank arc set out below. The Bank does not p\;;\ 1 to
adopt these standards early.

(a) IFRS 9 Financial Instruments (2010), IFRS 9 Financial Instruments (2009)

IFRS 9 (2009) introduces new requirements for the classification and measurement of
financial assets. Under tr-RS 9 (2009), financial assets are classified a measured based Ol~ the
business model in which they are held and the characteristics of their cash flows. IFRS 9
(2010) introduces additional changes relating to financial liabilities. The lASS currently h~s an
active project 10 make limited amendments to the classification and measurement requirel1~lents
of IFRS 9 and add new requirements to address the financial assets and hedge accounting.

IFRS 9 (20 I0) and (2009) are effective for annual periods on or after I January 20 I5, with
early adoption permitted. The adoption of these standards is expected to have an impact on the
company's financial assets, but no impact on the company's financial liabilities.

(9g17l)
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~1~liw8I1d Dunk

Notes to the financial slattmcnl!
Fur th« yl'Uf ('ne/eci J f December 21)f J

Note 2013 2012
AI. '000'C.1.~hand cash equivalents M,'OOO'

Cash on hand:
Local currency
Foreign t.:llrlclll':Y ;i I

B~lanccs with Da Aighanisian Bank (DAB) J.l
Oalallccs with olhcr banks and finRncii'll in~lihlfions 5,.1

~,I Fon'i~1I(,lIrr(,III:,Y profih-

lJS 1)~II"r
Euro
GIJ Pound

l.ROI,IOJ
1%,2~2
7~,7%

2A35.716
228.Y21
(J2,597

3,073, J ~O 2,727,234
5.2 Oalance, "'Uh Da AfghanislHn Dank (DAD)

Curr ent accounts:
Local currency
Foreign currency

5.2.1
s.i.:

Snvlng nccounn • Locall,;uncI\cy
C;'pilal notes
OVOI-nighl dcpo"IS

j 1.1
5,2./

761,533
5.2. I Foreign currency profile

US Dollar
Euro 3,744,~54

JO,1I16
541.721

3,022
544,743

5.22 rile current Recnullts held wnh DAU arc lIl1erCSI free

.n
Ttus represents capllnl notes issucci by DMl with marunty period 01'28 10 182 cloys Willi micrcst rates rangmg
from 3.36% 10 4.7()% per annum

r4

I
~_3

This represents overnight deposit facility provided by DAB. These deposits corn inrcres: rates applicable 10 calli tal
notes (refer note S.2.J) minus 1%.

Nole: 10lJ 2012
Afs '000'1I.loners with other banks and nnanrlol instilulion.

Pun.!,," NaliOI,.1 Bank. London
IIOPC Bank, India
Summu llank Limiled, Pakistan
Bahrain Middle East Bank OSC
PIII'Jab NOlional Bank, Kabul
1'1I.hl"nny 01lnk
llnnk,e-Millie AfghAn
El1limlcs NllD Balik, UAF.
MastcrCard Worldwide
YES (lank. India
UnICrc",1 S.".A. Iialy
KOC flallk
Hank or Cllina
1\L.lirYnlirliliIlnIlA'" I\.S, Turkey
lllln<1I Poplnrc Di Viccnza, ltlay

104,20H
67,268

344
7,471
1,021
659

Ifl,JOH
147,6)6
11,202

JH8SS
62.18.1
2,602
6.944
9~9
621

IfUllS
25.016
111.417
33.408

" 19.929l27,Q~(,

45,977
IQO,~Q4
1'1'),1(17

80,561

984,462 947,234



~.).I Cl1l'r~I1l:Yprofile ulbalances with other hanks and llnancial insuturions is as follows:
.-

hliliwifntl Bank
Not('~ to the Ilnnnclnl stAICn1('nB
J.ilr Iht' year (,1I{h'" 31 1)C:"cl1Iha }()/ J

"';Olt' 2UI) ,U 12
,\(, '000' r"Current accounts:

Lucal currency 10,408 IU.40RForeign currency 5,3,1./ 974,054 9)6,R26
984,462 1947,2)4

D.1.l foreign currency profile' I
US Dollar 8~1 ,6(19 906.678[uro

110,609 25,091(jll Pound
11,836 5,057

97M~4 19)6,826

53.2 Gcogrnpluc profile of balances with other bonks nnd Iinancinllll,tilutiolls is ASfollows-

Europe ~47,9S9 794,784
South Asi. 258,206 98,195
Middle Ensl 166,)09 ~2.J77
Afghanistan t 1,988 11.878~ 984,462 1947,234_.

~ 3,.1 The current accounts held With other bitnkli and linancialillstltillions nrc uucrcst free.



!\.biwand Bank

~D(t'$ tf) Ih~ finsncl.2llablemenu
For the year t!nck,/ JI Drcember lOIJ

Loans and advancn (0 Customers Note 2013 2012
Afs '000' Afs '000'

h, J 6.0;0.153 4,012.679
15.1 9H,92S 697,~19

6,.985.0&, 4~7'20~161--

31 DKembn 201) 31 December 2012C,.os~amOun' lmpairmenl Carrying Gross amOUnt Imparrmeru C:tll"Ying,\'01< ,lIo\1o'lncC' amount allowance amount
Af. '000' Ms '000'

6,J I 6,057,980 (69.103) 5,938.877 '1,000,377 (19,978) 3,980,3996, J ; 27.653 (20) 27.6J3 >I,S'') (20) 38.5656,I.J 867 867 1.596 1.5966, J J 32,776 32.776 2.119 2.1196,119.276 (69.113) 6.0s0,ISJ 4.042.677 (19.998) $,021,679

Com,'cnrional· at amortised cos,
ls lamic . at amortised cost

&.1 Conventional - al ..ftlortisnl cost

Retail CuStomers - runnin~ (inance=­
Tenn loans
Shan tenn loans 10 employees
Other consumer loans

6, I, I Running finance facilities arc extended to borrowers for a maximum period of two years These rac,liucscarry interest rangtng from IS~.to 20%(2012' 12%to 25%) per
annum, The racililiC'sare secured against immo~le propcrnes, stock and receivabtes of me borrowers ud pcrson.ll guaranrees in certain cases

None of rbese loans arc expected to be recovered after 12 months of the reporting dale (10 12-Nil),

"lIow.1Inccfor 'mpai,.meot:
Nt}(~ 2011 2012

M,'OOO' Af, '000'

19.978 '9,117
(22.217)

11..l42 85 ,
69,103 19.978

W~7

Balance al beginning of year
Loans wrinee ofTduring the. yea,.
Ch ... XC: to profit &: loss

lmpairmcnr loss for the ~'CM:

Balance as lit 31 December

\



~. '.~ •••. ~"~ -,ioo.·..,·'~. '"

...

6.1.2 Term loan. Ir< eXlended for I maximum period of,wo ye.I". These loans cany mrcrest ranging f,orn 15%1010"1.(lOll: 15'1'.1020"/0)per annum and art secured ag"""Immoveable: property, stock and receivables of the llorr('lwcn.

None of thcse loans are:c.'CpCclcd10 be reco ....'ered after J 2months of the reponing dace (20 J 2: Nil)

.\lIowancc- ror impairment; A(s '000'

Balafl(;c 81 beg.inning of year
Jmpaim,.:nLlo .. .foNhe"')'~

C'h~e (or the:year
AlIl,ance15 "' 3 I OrcC'mbcr

-------------------

61.; Shorr term loans 10employees are repa)"3b1cwithin I"'elvc monlh, These loans carry mrcre st rate of 10%(20 12: 10%)per annum

None o(thc:se loans art" expecled 10be recovered arret 12months of the fe-pomng dale (2012: Nil)

No imparirnml allowance hu been ICcounted for on these loans

201)

'.
2011

!O

20
20 20

6. 1.4 Orhcr con.umer loan. Ire extended for I maximum period of one year. These carry ,nlcrcst ","~,., fl""Onl10"/.10 I5~'.(2012: 10% 10 15%) per annum and arc secured 's.,n"IrTVQovlb(c propenles and penon.1 gu.aran.ccs.

None o( these teens arc expected 10 be recovered ana 12 months of (he n:pomng date (20 J '] Nil).

No imp,arimcnr allowance has been KCOWlred (ex on these loans.

20U

6.l.j Clncncy profile O('OUIS and advnc:cs ~convenlentl.1 is &oS follows
Afs '000'

Local currency
Ferergn currency - US Doll.... 879,411

5.239,865
6,119.27'

2012
Af. '000'

684.2(),)
3,358,468

•. 042.677



6.2 Islamic .. ar amorti$e'd cost

( e-:

J! ~c<ntb<r 201l 31 December 2012N'H!! Cr-oss .moun( Impairment Carryine Gross amount lmpairmcm Carrying
allowance- amount allowance amount ..
AI. '000' Afs'OOO'

fl.) I 12!.2~9 121,:!:49 165.697 165.697_.J I 383,039 38J,089 326,463 326.463s.r.r ~JO.566 H0566 77.286 17,116
H H 1.749 1,749«: J

126,194 126.294
)4'",91' lTo' 697;:189 69r.:l'S9

Musharaka financing
Diminishing Musharaka
~tur.haba (inilnct"
Qaru e Ha.!ma
Net Invesrmenl in ljarah

6..2.1 Mush&nka and Dirnlnishinl' ~ushal"ah f.ICiliricsarc extended 10 customers on pro(ic;loss sharing basis, These C"'T)"profie sharing rates 0'20%, ..500/0on quarterly basis.
These are secured against immovable properties and stocks.

,vale 20lJ 1012
Allowance (or impairmen': Afs '000'"f. '000'
Baluce at bcgiMing of yeas
Loans written ofTduring the yeu
Imp••ment loss for the: year
Chl,,< for lite year

a.lance as ar 31 December

(1.36~)

1.365

6.1.2 Munbahil faeililies are extended (0 C'u.s'om~-rsfor puchas~ of imtno''1Ible properties. These ale secured Ig.ins( immovable peoperries.

No imparimenr allowance has been accounted for on these loans.

6.2.3 N~I r."'tllmenl in fjarah
Ijarah r~n'.21 Roidual vafue Minimum Profit (01" Present "'.11ll1c
r«~;"'.ble Ij3...." furure o(tn;nimum

paymeRt ~riO<b Ijarah
payments

Af~ '000' A(s '000' M,'OOO' A(s '000' Af, '000'201l

NO( 131er than one year

Later than One year and less (han five years
Over five years
Fetal

1012
NOI later (han one ,..car

Later tflUi Onevear and less than five veers
Over five years
TOIaI

122,694 112.694 12.274 110.420
17.316 17.>16 1,,,"42 15.874

140,010 140.010 13.716 t:!6.294

201l 1012
,\1,'000' Afs '000'

140,197 69.826
7%,096 617,663
936.293 697,489

~ItJJ

local currency
Foreign currency· US Dollar
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I\biwand Bank
NOI<:s 10 the financial slal~m~nrs
For rtreyear ended J I December ](11J

1'>
7 Property and «Iuipment

t.easehold Office Furniturr- IT ."10101' Capilal
ATM work in Totalimprovements equipment and fittings equipmenl vc hicles

roaress
(Afs 'OO(}')Cost

Balance at I January 20 12 64.181 67.212 15,954 84,151 41,&34 20.123 287,741 581,196Additions 11.167 15,354 1.705 8.718 8,944 2,348 44,245 92,481Disposals (nor. 7.lj
(J19,413) (319,413)Balance at 3 I December 20 I 2 75,348 82,566 17,659 92,869 50,778 22,471 12.573 354.264

Balanct! all Jannr)' lOIJ 75.348 82.566 17.659 92,869 50.778 22.471 12,573 354,264Additions 41.219 15.805 2.054 26,810 12.251 11.767 109.906Disposals (not« 7.2)
(12.573) (12.573)Balance 81 31 December 2013 116.567 98,372 19.713 119,679 63.029 34.238 451.597

Deprecialion

Balance at I January 20 I 2 13.726 14,970 2,838 52,176 13,407 3,3S0 100,497Charge for the year 3.487 6,770 1,654 23,041 8,976 2,258 46,186Balance at 3 I December 2012 17,213 21.740 4,492 75,217 22.383 5,638 146.683
Balance al l.January 2013 17,213 21,740 4,492 75.217 22,383 5,638 146,683Cbarg~ ror the :v~ar 20.966 7,397 1,848 16,207 8.366 2,680 57.464Balance al31 December 2[)1J 38,179 29,137 6,340 91.424 30,749 8,318 204.147
Carrying amounts

AI 31 December 2012 5X,135 60.826 13.167 17.652 28,395 16,833 12.573 207,581
AI 31 December 20 IJ 78,388 69,235 13.373 28,255 32.180 25,920 247,":>1

7.1
The Bank had aqurred land measuring 15 laribs in 2009 for the construction of us Head Office complex In Kabul. The said land was acquired in rhe name of the
Bank's shareholders and was not transferred 10 the name of the Bank The COSIof land was AI's 319 ..:113 thcusands (equivalent to USD 6,.:150 thousand) out of which
Ihe the Bank made payments amouling 10 Afs 287,513 thousands (equrvalent to USD 5,824 thousand) which were included In the carrying amount ofcapital work
in progress at 31 December 2011 whereas the remaining amount or AI's 31,900 thousands (equivalent to USD 626 thousand) was recorded in the capira! work in
progress during 1012 with corresponding increase in Iiabilily lowards Engineer Alluaddin who had paid the 'Old "mount on behal(o~uLln_compJjal.lcc-"""'il.h. _
DA'B's-insrructions:-the--Ba1i'''harclisposCd ofn~e said land dunog 2012 to Hajr Sher Ahmed for all arnoenr of AI's 77'1,800 thousands (equivalent to USD 15,000thousand).

7.1
This represented COSIincurred 011construcuon of the Bank's Hairataan branch. During the year. the Bank has written off this amount.

~Mr



Maill'ltnd llank
i'o:otes to the finnncial sUtcmcnts
tor the year elided 31 December 20/3

8 Note 2013Intangible assets
Ms '000'

Cost
[I"lance at I January
l\c.:qllisliol\5
Halance ilt .11 December

24,J97

24,J~7

Amortization
Balance al I January
Charge for the year
Balance at 31 December

19,007
1.29R

20.8~J

Carrying amounts
3,544

8,1 Tlus rcprCSCII(~ COSt tucurred on acquisitioll and upgrndauon of banking scftwnrc

9 Defe rred tal asaet - lIel

012
A s '000'

21.67.1
2.724

24.397

14,9()6
4,101
19.007

5.390

Recognised deferred tux assets (llId tinbittnes
Deferred lax assets and liabiluies are attributable 10the followmg

2013
A.lHts Linhilities Nct

AI', 'UIIO' I
Property lind equipment lind intangihle R,<5.I,

(43,2%1 (~3'256l
(43.25(;) (~3,256)

2012 I
Assets Liabilities Ntl

Afs '000'

J6n.Property lind equipment and irllallgiblc assets (29,627)
Accumulated tax losses 49,657 4f),657

49.657 (29.627) 2p,030

Movementsin fem/JOrnry differences during ttie year I
Hecogrriscd IOpenirrg

ill profit n lid Clos'ng
UHIn nee

loss halniceL
Afs '000' Ms '000' Ars '0 10'2013

Property and equipment Rnl) intRngible assets (29,627) (13,629) (~ ,,256)Accutuulatcd tax I055C~
49.057 (49,657) l :Deffer-cd TAX Asseff(LiRbitily) 20,030 (63,286) (4*%)

2012 I
Property Hlld equipment and inlangible assets (29.JXX) (239) (29t27)Accumulated tax losses 83,503 (33,846) 49.~57Deffered Tax Assct/(1.inhilily) 54,115 (34,OXS) 20,P30

I~



10 Other assets Note 2013 012
Ms '(lOO' 1\( '000'

/0.,/ 1.321.299 76,570
20,178 18.65)
2,772 <17,594

/0. 2 7,61!'i 16)
6.161 r8.3371,072 671

1.011
11,202 10,416
UOO

2S,('77 ,9,1.12
, 'J.710

2.583 1,70C,
1,400,059 1.14),963

Mnlwnnd Ban k
Notes to rhe IiflHflciHI sratemenls
For 1"( year ended 31 Decembel'}{) 13

Required reserve witl. DM)
Prepaid reru
Advances 10 suppliers
Receivuhlc from MiflislryofLnbour
Profit receivable on Musharaka financing
Advance salary to eillployees
Security deposit . Ministry of Interior
Security deposit. Western Union
Security deposit. Others
Receivable from Western Union
Receivable against snle of land
Others

l. 10.1 This represents the required reserve aecounlmainlnincd with DAB 10 meci minimum reserve requirellenl in
accordance with Article 64 "Required reserve lor bunks" of the Da Afghanistnn Bank Law. The alance
carries mark-up ranging lrom 0.93% 10 2.00% (2012: 0,93% 10 1.90%) per annum Rcqurred reserves with
DAB nrc nor available for usc ill Ihe Bank's day-to-day operations

I V.2 This represents payments made on behalf of Ministry of Labour Government of Afgh'"llsian 10 Gover uncnt
cmplo)'ecs 1111 account of pcnsron.

Local currency
Foreign currency

NOlI' 21l I)

~Afs '000' ,

1,344,523 n .844
55.536 191,119

t ,400,059 1,12j,96J

SS,SJ(, IWJ<J60
1'59

SS,S36 197 119

5I~

10.) Currency profile of other assets is as follows:

Foreign Currency balunces include'
US Dollar
Euro



"".iWHntl B.n~

Notes to the linan('inl ~t"trrnenIS
Forthe .I'ear ended J I December 20 IJ

'~.

/I Deposits from h.nks

Current deposits:
Punjab National Bank

II I These deposits were interest free.

12 Deposits from Customers

Conventional deposits
Islamic deposits

12,1 Convcutionat derosits

r Term deposits

l. Current deposits
Saving dcros1ts

N(),~ 20[3
Afs '000'

11.1

12.1
12.2

14,362, I82
1,929,4[0

16,291,592

12.1.1
12.12
12.1. 3

~~7,772
12,JI7,~99
1,586,81 [

14,362,182

12.1.2 Current deposits arc Interest free (2012: nil)

12.1 I Time deposits carry interest rate ranging from 7% to 8% (2012 7%) per annum

12.1.3 SJVlIlg deposits carry interest at the nne 01"6% (2012: 6%) per annum

12.1.4 Currency profile of customer deposits - Convcntential is as follows

Local currency:
Tern, deposits
Current deposits
SDvIIlg deposits

Foreign currency
Tcnn deposits
Current deposits
Saving deposits

112.1

/22.1 Foreign currency profile
US Dollar
Euro
GB round

W[3
Afs '000'

20,[93
2,934,239
463,362

4J7,579
9,383,360
[,123,449

[0,944,388
14,362,182

[0,778,676
[29,921
35,791

10,944,388

liS '000'

477
I 477

',603,094
1.563,023

10166117"

1~45,m
',485,40 I
871,841

8603,094

Afs '000'

20,152
2: 32,907
h,430

25,700
5. 52,494
_(35,411

5,8P 1.438
Iil5,5~7
~6,62()

6,0) 3,605
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MHiwHnd Bonk
Notes 10 the financiul slnlcmrnls
For the year ended J I December 211IJ

!Vo/(.I 2013 2012
Ms 'OUO' Is '000'12.2 lslamic deposits

Term deposits 12.2.1 92,044 29,127
Curren Ideposits 12.2.2 127,230 70,290
Snvrng deposits 12.2.1 1,710,136 I 463,606

1,'}2'),4IU 11,563,023

11.1.1 Tunc deposits include Mcuadl Certificates having matunty "I') 10 1~ months and carry prof,t rate ranging
from 4% 10 8% (2012' 4% 10 8%) per annum.

3,10~ 2,171
24,250 16,923

569,442 492,060
5%.797 15 I 1.154

811,939 126.956
102,980 53.367

1,140,694 971,546
1,332,613 11,051.869
1,929,410 I 563,023

1.330.765 I 042,565
1,848 9,304

1,332,6 IJ I ,OSI ,869

t1IkI.f

12.2.2 Curren I deposits (AI-Wadiah accounts) arc being operated wrth no profit or loss baSIS.

12.2.3 Saving deposits includes the following:

1- Musaraka Saving
2- Mutalim Musaruka
3- Khuss Musaraka

L These deposits carry rrolil ill the mre "f2% (2012: J%) per illII"lin

2nD

12.2.4 Currency profile of customer deposits - lslanuc IS as follows
Ars '000'

Local currency
Term deposits
Current deposits
Saving deposits

Foreign currency:
Term deposits
Curren! deposits
Saving deposits

12.1.4.1

12.2.4.1 Foreign currency profile
US DolI"r
Euro

0012
As '000'



.' 13 Other liHbililic~
Note 20U 2012

;\(s '000' A(~'000'

I,6~R,970 ,194,377
5,607
8,168

9,819
47,524 4,182
20,737 ) 1,054

1,767,050 1,243.)88

M~iwantl Bank
NOles to the financial stlllcmcllts
For the year elided J1 De"e",bel' 2013

Margin money agamst letter of gUlirulltccs
lntcrcsi payable
Wilhholdlng lax payable
ADle prcmrum payable
Others
Provision for income tax

14 Share l'HpirnlPniu up Capita]

I~ I As oJ') I Dccel11l;lcr, the sharcholding p"lIem of the !Jan, "'as ilS (bllDws

1,000,000
Paid up capua!

1,12S,OOO

2013 2012
Percentuge (%)

PercClltnge (%) I
Dr Fruidoon Norzada ~o 50H:ljl Nasir Ahmed

20 20Ila,ll Oayoom Pardes
to 10[n!! AlludtJin
10 10HaJI SUl11ad
III 10
100 1100

20D ~012
M,,'()(JO' A'S '000'

Balance as at 0 I January
Capital injected dunng the year
Balance as 3t J I December

1,000,000
12~,OOO

750,000
250,000

Mo\'ell1CI1I in share capita! suring the year is as follows:

I ,12~,OO() 1\000,000
IS Contingencies and commitments

L
Letters of guarantees

3,367,140

15.1
These are guarantees extended to corporate entities aguinst pcrforlllilncc of COI1Ir~cts and bids and
complillllCC of the terms and conditions annexed thereto.

t1I~



16 Nel intcresl income ;\[s '000'
2012

Maiwand Bank
Notes to the financial stntemenn
For the yell/, ended J J December 2013

Non: 2013

M~ '000'

Inrcrcst income
Cosh and cash equivalenlS
Louns and advances 10 customers
Total interest income

13,678 7,423
883,264 557,137
896,942

I 564.560

I 2
172,525 119,426
172,525 I 119,428
724,4 I7 I 445,132

Wf()

Interest expense
Deposits "rombanks
Deposits from customers
Total interest expense



..-
Maiwand Blink
Noles to the IinHnciHIstatcmems
For lire year ended 3/ December 2013.~

~ Note 2013 2 12
J\fs '000' J\ t·. '000'

Note 2013 2~1217 Nc-t fcc Hnu commissinn income ;\ f~,'000' J\C '000'
Fec n nd commission income
Commission on guarantees rssued

57,S4 I 47,108Commission on remittances
I 26.S 14 120,927Loan processing Icc
74.040 53,065Account servicing lee
S.7(,3 16,160Others
4.181 70Total fcc and commission Income

268.oJ9 237.)30

Fee and commission expense
lnter-bank transaction fees

(46,017) (25.759)Total fcc and commission expense
(46.017) 1(25,759)
3 I 4,056 1211,571L 18 Other income

Gain on sale ofland 7. I 4J.633Other iIlI;On1C

31,900
~75,533

2013 20 2
Afs '000' Afs' 00'19 Personnel expenses

Salaries and wages
258.627 77.442Slarr wei fare
26.153 30,491

284.780 ~07,9J3
'M(,



Note

Mnlwand Bank
Noles to the financial statements
For the year ended 31 December 2013

-..

J
\_

Rent
Internet and connectivity
Ekctricity and power
Legal and professional charges
Advertisement expenses
Travel
ADIC charges
Repair and maintenance
Printing and stationery
Software maintenance fee
Security expenses
Donations
Communication
Directors' remuneration
Others

20.1

2013 2012
Afs '000' Afs '000'

42,444 38.777
56,J02 44,645
44,615 43,040
4,547 18,423
16,802 23,372
18,845 14,128
39,500 20,689
37,191 42,254
15,542 10,260
3,948 4,281

113,332 116.458
4,756 2,282
2,634 2,049

347
23,440 51,289

423,898 432,294

20 Other opcr'ating expenses

20.1

21. Tax expense Afs '000' Ats '000'

(20,737)
(63,286)

(31,054)
(34,085)

Current tax
Deferred tax 9

(84,023) (65,139)

21, I Reconciliation of accounting profit 1 (loss)

Profit/(Ioss) before tax . capital gain
Profit before tax other than capital gain
Profit/(Ioss) before tax

443,633
146,116 (8,918)
146,116 434,715

(29,223) (178)
(31,054)

(49,657) (239)
(13.629) (33.846)
8,486 178

(84,023) (65,139)

19Irf

Tax on accounting profit @ 20%
Tax on capital gain @ 7%
Change in recognised deductible temporary di ffercnces
Change in recognised temporary differences
Non-deductible expenses
Current tax expense for the year



Mniwand Bank
, NOles 10 the financial statements
~ For (heyear ended 3 I December 211IJ

22 Related parties

Ultimate controlling party
The Hank is owned by individual persons, who own the Bank's shares in di rrercnt proportions (Rc cr note 14,I),

Transactions with key management personnel

Key management personnel and their ultimate relatives have transacted with the Bank during the) ar as fallows:

2013 2012
Afs '000' i\ fs '006'

Short-term employee benefits (Management Board)
Consultancy fcc paid to members of Board of Supervisors

24,868
6,721

15,297
6,250

In addition to their salaries, the Bank also provides non-cash benefits to executives which includes furnished
uccommodation. meals and travel.

There were no related party transactions and outstanding balances other than those d isclosed abov5'151,
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"Mli .... nd Bank

Notes to the financial ,tare-me-tits
For "It:.l'Car~"Jt!d 31 December 20lJ

23 Financial intrumC'nts - Fair values and ri~k manag~menf

:\(collnting dassifications and fair values

TIle table below sets out the Bank's classification of each class of financial assets and Irabihries, and 'heir fau values

Not« Tradin: Dcsicnlted at
(air valu('

Held to
maturity

Leans and AVlil.bl. ror Other .mortised Total carrying
recei\"ab~ sale cust amount Fair value

Afs '000'
31 December 2013

Financial assets:

Cash and cash equi,,'alents 5
loans lad advancn to customt'n 6
Olh.r assets J0

10,555,889 IO,55S,889 10,555,889
6,985,031 6,985,081 6,985,081

1,363,335 1,363,335 1,363,335
6,985,081 11,919,224 18,90",305 18,904,305

16,291.592 16,291,592 16,291,592
57,343 ~7,343 57.343

16,348,935 16.348,935 16.348,935

Financial liabilitics:

Deposits (rom banks
~posib from clIStomen
Other liabilities

II
J1
JJ

31 December 2012

Financial assets

Cash and cash equivalents
Loans and advances [0 ClLSlOl1lc(S

Other assets

6,235.883 6.235,88) 6,235,883
(, ~,710,168 4,720,168 ~,nO,168
/11 925.908 925,908 915,908

~,720,168 7,161, ;91 1I,8Sl,959 11,881,959

Fmancial liabilities

Deposits from banks
Deposits from customers
Other liabilities

/I ;1/'7 477 477
11 10,166,117 10,166,117 10,166,117
/J 1,,957 17,957 17,957

10,184,551 10,184,551 10,184,551

The C3tT)'lng amounts appr oxunatc tair values as most ofthe <Isseis and liabrluics have: shon maturities and are expected {O be recovered/settled at thcrr carrYIng amounts

-----~~-------------
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Maiwand Bank
Notes to the financial statements
For (he year ended 3/ December 20 I3

.,.,

:24 Financial ris" management

24.1 Introduction and overview

The Bank has exposure to the following risks from its usc of financial instruments:

a) credit risk
b) liquidity risk
c) market risks
d) operational risk

This note presents information about the Bank's exposure to each of the above risks, the Bank's objectives, policies and processes for measuring and managing risks, and the Bank's
management of capital.

Risk managemt:ntframnotork

The Board of Supervisors has the overall responsibility for the establishment and oversight of the Bank's risk management framework. The Board has established Management Board and a
Credit Committee which are responsible for developing and monitoring Bank's risk management policies in their specified areas.

The Bank's risk management policies are established to identify and analyze the risks faced by the Bank. to set appropriate risk limits and controls, and to monitor risks and adherence [0

limns Risk management policies and systems arc reviewed regularly to reflect changes in market conditions, products and services offered. The Bank. through its training and management
standards and procedures, aims to develop a disciplined and constructive control environment, in which all employees understand their roles and obligations.

24.2 Credit ris],

Credit risk is the risk of financial loss to the Bank if a customer or counterpart), to a financial instrument fails to meet its contractual obligations, and arises principally from the Bank's loans
and advances to customers For risk management reporting purposes, the Bank considers and consolidates all elements of credit risk exposure.

~(lf7
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i'l<12iwlnd Bank
Notes 10 th~ financial statements
For th« year ended 31 December 2013

l"'allogenla.1 of credit risk

The Board has delegatedresponsibility for the managementof credit risk to its Bank's Credit Committeewhichis responsible for oversight of the Bank's credit risk.

A separate cr~it departmenthas been established by the Bank that is responsible for oversight of the Bank'scredit risk and which is reportable to the Credit Committee. TheCredit department
is headedby Chid Credit Officer (CeO).ceo alongwith credit department staff looks after credit risk mailersand conduct portfolio analysis for managing credit risk,

The Bank has established andmaintained loan portfolio in terms of the Bank's credit policy, The credit evaluationsystem comprises of credit appraisal. sanctioning and review procedures for
the purposesof emphasizingprudence in lending activities and ensuring the highquality of asset portfolio,

Exposure to credit risk managed through regular analysis of borrower to meet interest and capital repaymentobligations and by changing their lending limits where appropriate, Exposure to
credit risk is also managedagainst personal guaranteeof the borrower and mortgageof immoveablepropertydulyregisteredwith the court of law and hypothecation over stock

~
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Exposure to credit risk

Note 2013
Afs '000'

Loans and advances to
customers

ZOl2
A (0; '000'

Carrying amount - at amortized COSI 6 6,985,081

CQI/(Clively impaired
Gross amount
Allowance for impairment
Carrying amount

7,054,204
(69,123)

6,985,081

Past due but not impaired:
Gross amount

Neither past due nor impaired:
Gross amount

Carning amount-amortised cost: 6,985,081

Cash and cash equivalents

Total carrying amount

2012
Afs '000'

2013
:Us '000'

4,720,168 6,985,081 4,720.168

3,984,996 7,054,204 3,984.996
(19,9911) (69,123) (19,998)

3,964,998 6,985,081 3,964.998

57.681 57.681
57.681 57,681

697.489 697,489
4,720,168 6.985,081 4,720.168

As of the reporting date, the Bank held cash and cash equivalents amounting ro Afs IO,555.Rl!9lhousands (2012 Afs 6.235.883 thousands) which represents its rnaxirnum credit exposure on
these assets. The bank balances arc held with central bank and other banks and financial insurutions. Management believes that cash and cash equivalents arc not exposed to significant credit
risk. The geographical profile of cash and cash equivalents has been disclosed in note 5 3.2 to these financial statements

In addition to the above. the [lank has issued financial guarantees contracts for which the maximum amount payable bv the Bank. assuming all guarantees are caJled on. is Afs 3.367.140
thousands (2012: Afs 2.385.964 thousands) (Refer note 15).

~M(
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Past due but not impaired loans

Past due but not impaired loans are those for which contractual interest or principal payments are past due but the Bank believes imp-airment IS !l!)Lapp(Qprjate.

Allowances for impairment

The Bank establishes an allowance for impairment losses On assets carried at amortised cost that represents Its estimate of incurred losses in lIS loan portfolio The main components of this
allowance are a specific loss component that relates to individually significant exposures. and a collective loan loss allowance established for the groups of homogeneous assets in respect of
losses that have been incurred but have not been identified on loans (hat arc considered individually insignificant as well as individually significant exposures that were subject to individual
assessment for impairment but not found to be individually impaired.

All loans and other asSCISarc classified into one of the five classi ficarion grades mentioned below for provisioning III accordance with the regulations of DAB. General and specific allowance
for impairment is made by the Bank with the following percentages:

Loan Grading Days past due Percentage %

Standard None 0%
Watch 31-60 days 5-Y.
Substandard 61-90 days 25%
Doubtful 91-180 days 50%
Loss Over 180 days 100%

Write-off policy

The Bank writes off loans or advances and any related allowances for impairrnentlosses. when the Ball", Credit Committee determines that the! loans arc uncoltcctible This delCTmmalion IS

reached after considering Infomlati"n sueh as the occurrence of significant changes in the borrower's financial position such that the borrower can no longer pay the obligauon or that
proceeds from collateral will not he sufficient to pay back the enure exposure and in accordance with the regulations of Da Afghanistan Bank. For smaller balance standardized loans. charge
off decisions generally arc based on a product specific past due slat us. Before allowing to written off. it is ensured that all possible avenues of recovery. inclusive of legal action are exhausted
or legal action is not advisable.

The Bank holds collateral against loans and advances in the form of mongagc interest over property, other registered securities over assets. and guarantees. Estimates of fair value are based on
the value of collateral assessed at the time of borrowing and generally arc not updated except when a loan is individually assessed as impaired.

tH~
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An estimate of the fair value of tile collateral and other security enhancements held against loans and advances to customers is shown below:

---- ----- 013 2012
Afs '000' Afs '000'

13,014.000 7,717.669
99 329,660

579 551,425

13,014,678 8.598,754

~~

Against cottectively impaired:
Property
Others

Against past due but not impaired:
Property

Against neither past due nor impaired:
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Concentration of credit risks by sector

All the loans have been disbursed in geographical territory of ,\ fghanistan The Bank monitors concentrations of credit risk by sector. An analysis of concentrations of credit risk of loans and
advances 10customers at reporting date is as follows:

20IJ 2012
Note Afs '000' Af~'000'

Carrying amount
6 6,985,081 4,720.168

Concentration by sector
Manufacturing

240,106 213.576Trade
3.130,772 2.185,447Construction
2.516.556 1.377,970Services
998.888 747.821Others
98,759 215,362

6,985,081 4,740,176
Concentration by location

Afghanistan
6.985,081 4,720,168

Concentration by location for loans and advances is measured based on the location of the entity holding the asset. which has a high correlation with the location of the borrower

24.3 Liquidity risk

Liquidity risk is the risk that the Bank will encounter difficultv in meeting obligations from its financial liabilities thai are settled by delivering cash Oranother financial asset.

Management of liquidity risk

The Board ensures that the Bank has necessary 100is and framework to cater the requirements of liquidity riskmanagement and the Bank is capable to confrunting uneven liquidity scenarios
The Bank's management is responsible for the irnplernentauon of sound policies and procedures keeping In view the strategic duecuon and risk appetite specified by the Board. Management
Board is entrusted with the responsibility of managing (he mismatch in maturities to ensure sufficient available cash flow to meet possible withdrawal of deposits, other commitment or
challenges associated with sudden changes in market conditions. whist enabling the Bank to pursue valued business opportunities.

The Bank relies on deposits from customers as its primal)' source of funding. Deposits from customers generally has shorter maturities and large proportion of them are repayable on demand.

D.I"1£·\POSUU to liquidiry risk
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The key measure used by the Bank for managing liquldiry risk is the ratio of net liquid asset. to deposits from customers, For this purpose net liquid assets arc considered as including cash
and cash equivalent less any deposits from banks A similar. bur nor identical, calculation is used to measure (he Balik's compliance with the Iiquidity hrnit established by rhe:Bank's Regulalor
(Da AfghilIlislan Bank), Derail of (he: reported Bank ratio of net liquid assets 10 deposits from cusromers a,the rcportin" date and .u[ingJlI¢.I:t!I*'Fling-pcriod'W31 as follows:

At 3 I December
Maximum for the year
Minimum for the year

2013 2012

56%
56%
46%

61%
56%
59%

Maturity anal)'sis fo.. financialliabililies

Note
Carrying Gross nominal Less than I 3 months ro I Mon than 5amount inOowl(outnow) month 1-3 months year 1-5 years years

Afs '000'

16,291,592 (16,291,592) (2,416.247) (2.608,586) (2.555.377) (8,711.382)1,746,3()9 (1,746,309) (1,746,309)
3,367.140 (3,367,140) (1,276,796) (792,266) (869,913) (428,165)21,405MI (21,405.041 ) (5,439,352) (3,400.852) (3.425.290) (9,1J9,547)

H7 (477) 477
10.166,117 (10.166.117) (8.050,279) (741.881) (638.857) (735.100)17.957 ( 17,<)57) (17.957)
2,385,964 (2.385,964) 1850,330) (455.664) (864.976) (214,994)12,570.515 (12,570,515) (8.918.089) ( 1.197.545) (1,503.833) (950,094)

1$IIfJ7

2013
Deposits from banks
Deposits from customers
Other liabilities

Issued financial guarantus contracts

5
6
7
15

2012
Deposits from banks
Deposits from customers
Ol~er liabilities
Issued financial guarantees contracts

1/
17
13
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The above table shows [he undiscounted cash flows on the Bank's financial habilines on the basis of their earliest possible contractual lIlaluril)" The gross nominal inflow/(oUI flow] disclosed
in the above table is the contractual, undiscounred cash flow on the IInancialliability

---
--------------------------------------~2~4~,4~--~~ark(trisks

Market risk IS the risk that changes in market pnces, such as interest rate, equuv pnces, foreign exchange rates and credit spreads (not relating to changes in the obligor's/ issuer's credit
standing) will affect the Bank's income or the value of its holding of financial instruments The objective of market risk management is to manage and control market risk exposures with in
acceptable parameters, while optimizing the return on risk

Management of market risks

To manage and control market risk a well defined limits structure is in place These limits arc reviewed, adjusted and approved periodically Overall authority for market risk is vested in
Management Board of the Bank, The Management Board is responsible for the development of detailed risk management policies and day to day review of their implementation

Exposure to interest rate risk

The Bank risk to which not-trading portfolios are exposed is the risk of loss from fluctuations in the future flows or fair values of financial instrument because of change in market interest
rates, Interest rate risk is managed principally through monitoring interest rate gaps and by having pre-approved limits for repricing bands. The Management Board is the monitoring body for
compliance with these Iimits and is assisted by risk management in its day to day monitoring activities. A summary of the Bank's interest rate gap position on non-trading portfolio is asfollows:

~
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NOlI!
Carrying Less than 3

_-==~a~m~o~u~==--=~~~~-=--:3=6-m(ffffh-S--l)_TfiiiOiiIhs

Afs '000'2013

___ .}1orLtha0...5 -- -
1-5 years years

Financial assets:
Cash and cash equivalents
Loans and advances to customers

5
6 7,054,204 2,453,036 2,113,509 2,477,659

7,054,204 2,453,036 2,113.509 2,477,659

11
J] (3,846,760) (1.191.385) (1,099,045) ( 1,456.330)

(3,846,760) (1,191,385) ( 1,099,045) (1,456.330)

3,207,444 1.161,651 1,024,464 1,021,329

Financialliabilitiu:
Deposits from banks
Deposits from customers

2012

Financial assets:
Cash and cash equivalents
Loans and advances to customers

5
6 4.740,166 1.105.550 1.037,572 2,439,715 157,3294.740.166 1.105,550 1.037.572 2,439,715 157.329

II (477) (477)
12 (2,610.426) (391,564) (522,085) (783,128) (913,649)(2,610.903 ) (392,041 ) (522.08.5) (783,128) (913,649)

2,129.263 713,509 515,487 1,656,587 (756,320)

~~

Financial liabilities:
Deposits from banks
Deposits from customers
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Exposure to currency risk
The Rank's exposure 10 foreign currency risk was as follows based on notional amounts.

201]

Financial assets:
Cash and cash equivalents
Loans and advances to customers
Other assets

Fina ncialliabilities:
Deposits from banks
Deposits from customers
Other liabilities

Net for~ign currency exposure

2012

Financial assets:
Cash and cash equivalents
Loans and advances [0customers
Other assets

Financial habilities:
Deposits from banks
Deposits from customers
Other liabilities

Net foreign currency exposure

5 19,555,889 2.734.1I5 7.397,266 336,877 87.631

6 7,054.204 1,018.242 6.035.962
10 U99.980 1.344,523 55.457

19,010.073 5,096.880 13,488.685 336,877 87.631

11
Jl 16.291,592 4,014.591 12.109.441 131.769 35.791
/3 ].746.309 526.416 1,200.476 1'),414 3

18,037.901 4.541.007 13.309.917 ISI.183 35.794

972.172 555.873 178.768 185.694 51,837

c

Note Total Afs l1S0
'000'Afs 'OO{)' '000'

5
6
JO

&.245.883 2.037.080 3,884.115
U40,I67 754,035 3,986,132
924.478 879.964 44,355

11,910528 3.671,079 7,914,602

477 477
10.166.117 3.100,64] 6.864,003
1.212.33~ 283,196 919,848
IU78,928 3.383,839 7.784,328

531,600 287,240 130,274

II
11
13

Euro
'000'

257,034

257.193

144,851
9,285

154,136

103,057

or

GBP
'000'

67.654

159
67.654

56.620
5

56.625

11,029
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The following significant exchange rates applied during the period

Avtragt rate Reportin2 date
Spot rate

2012
Average rate Reporting date

spot rate

USD
..\fs Afs Afs Afs

55.46 56.01 50.99 52.0873.31 76.73 65.37 68.6485.68 91.36 79.93 83.31

Euro
GBP

S~nsiliv;tyallalysis

i\ 10% slTenglhening of the Afghani. as mdrcater] below. against the USD, Euro and GBP at 3 I Dccembc 2013 would have increased (decreased) equity and profit or loss by the amounts
shown below. This analysis is based on foreign currency exchange rate variances that the Bank considered 10 be reasonably possible at the end of the reporting period. The analysis assumesthai all other variables, in particular interest rates, remain constant

20B 2012
Equity Profit or loss Equity Profit or loss

Afs '000'

USO
(17,877) (17,877) ( 13.027) (13.027)

Euro

(18.569) (18.569) (10.306) ( 10.306)
GBP

(5.184) (5,184) ( 1,103) (1,103)
A 10% weakening of the Afghani against the above cUffencks at 3 I December 2012 would have had the equal bUI OPPOSIIC cffcc; on the above currencies 10 Ihe amounts shown above. on thebasis that all other variables remain constant.

t:Y/f1 ~
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24.5 Operational risks

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with the: Uank's p-tocesscs.-personnel. lechnology and infrastructure, and fr~al
factors other than credit, mark.:t and li!l~idity.Jislcs-such 3S-those-arising frOllrlega an regulatory requirements and gena-ally accepted standards of COrporate behaviour. Operational risks
arise fromall of the Bank's operations and arc faced by all business units.

The Bank's objective is to manage operational risk so as to balance the avoidance of financial losses and damage to the Balik's reputation with overall cost effectiveness and to avoid controlprocedures that restrict initiative and creativity.

24.6 Capital management

RegulalOry capilal

The Bank's regulator DAB sets and monitors capital requirements for the Bank. The capital adequacy of the Bank is assessed in two tiers as per regulations of the DAB. As of reponing date,
DAB requires the Bank to maintain financial capital of not less than Afs 500 million and regulatory capital to risk-weighted asset ratio of not less than 12 percent and a core (Tier I) capital torisk-weighted asset ratio of not less than 6 percent.

- Tier I or core capital. consisting ofthc highest quality capital elements that fully meet all the essential characteristics of capital: to be 6% of risk weighted assets.

- Tier 2 or supplementary capital. which includes other instruments which, to a varying degree, fall shan oflhe quality of Tier I capital. but nonetheless contribute to the overall strength of abank as a going concern

- Regulatory capital is the sum of Tier J and Tier 2 capital and Tier 2 capital cannot exceed the amount of Tier I capital.

The Bank's regulatory capital position at 3 I December was as follows:

Note 20lJ 2012
Afs '000' Afs '000'

1,090,126 903.033
(62,093) (369,576)
(3.544) (5,390)

(20,030)
1,024.489 508,037

69,123 19,998
62.093 369,576
131.216 389,574

1.155.705 897,611

~

Tier 1 capital
Total equity capital
Less: Profit for the year
Less: Intangible assets
Less: Deferred tax assets
Tutal tier I (core) capital

8
9

Impairment allowncc against loans and advances
Add: Profit for the year
Total tier 2 (supplcmtlltary) capital

Total regulatory capital
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