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Independent auditors’ report

Grant Thornton Afghanistan

House # 1186, Street # 12
Qala-e Fatehullah, Kabul,
Afghanistan

T: +83 202 202 475

M: +93 789 314 618,

To the Shareholders of Afghan United Bank www.granthorton.af

Opinion

We have audited the financial statements of Afghan United Bank (the Bank), which
comprise the statement of financial position as of December 31, 2022, and the statement
of comprehensive income, statement of changes in equity and statement of cash flows for
the year then ended, and notes to the financial statements, including a summary of
significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the
financial position of the Bank as of December 31, 2022, and its financial performance and
its cash flows for the year then ended, in accordance with International Financial
Reporting Standards (IFRSs) issued by the International Accounting Standards Board
(IASB), the Law of Banking in Afghanistan and other laws and regulations issued by Da
Afghanistan Bank.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs).
Our responsibilities under those standards are further described in the _Awnditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Bank in accordance with the International Ethics Standards Board of
Accountants’ Code of Ethics of Professional Acconntants (IESBA Code) together with the ethical
requirements that are relevant to our audit of the financial statements in Afghanistan, and
we have fulfilled our other ethical responsibilities in accordance with these requirements
and the IESBA code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Emphasis of Matter

We draw attention to note 8.5.1 of the financial statements which describe the effects of
suspension of “Assets Classification and Provisioning Regulations” by Da Afghanistan
Bank. Our opinion is not modified in respect of this matter.

Chadamd A and Management Consul
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Responsibilities of Management and Those Charged with Governance for

the Financial Statements

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

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

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

Auditor’s Responsibilities for the Audit of the Financial Statements

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

As part of an audit in accordance with ISAs, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

®* Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, musrepresentations, or the override of internal control.

* Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Bank’s internal control.

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

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

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

We communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and significant audit findings,

including any significant deficiencies in internal control that we identify during our
audit.

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

23 ~
Cowl” Usdon
Grant Thornton Afghanistan
Chartered Accountants

Engagement Partner: Saqib Rehman Qureshi - FCA b
Location: Kabul, Afghanistan
Date: Mobe 25, PR3
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AFGHAN UNITED BANK
Statement of Financial Position
As at December 31, 2022

ASSETS

Cash and balances with the Central Bank
Balances with other banks

Investments

Loans and advances to customers - net
Property and equipment

Intangible assets

Deferred tax asset - net

Other assets

Total assets

EQUITY AND LIABILITIES

EQUITY

Issued and paid up capital

Retained earnings )

Revaluation reserve on property and equipment
Revaluation reserve on Available for Sale Investments
Total equity

LIABILITIES

Deposits from customers
Borrowing from financial institution
Deferred tax liability - net
Provision for tax

Other liabilities

Total liabilities

Total equity and liabilities

CONTINGENCIES AND COMMITMENTS

Note

12

13

14
15

17

18

2022 2021
AFN '000'
1,941,982 1,615,302
6,768,499 6,609,547
1,057,162 1,682,585
4,807,993 5,767,935
1,173,152 1,204,805
13,602 18,900
16,062 .

2,369,155 4,568,144
18,147,607 _ 21,467,218
1,925,210 2,022,030
(97.907) 524,718
660,319 671,151
(75,903) 2,546
2,411,719 3,220,445
15,073,245  17,244.155
192,881 296,533
x 203,097
: 54,915
469,762 448,073
15,735,888 18,246,773

18,147,607 _ 21,467,218

ALY

The annexed notes 1 to 30 form an integral part of these financial statements.
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AFGHAN UNITED BANK
Statemernit of Comprehensive Income
For the year ended December 31, 2022

Mark-up/ return/ interest earned
Mark-up/ return/ interest expense
Net mark-up/ return/ interest income

Fee and commission income
Fee and commission expense
Net fee and commission income

Other income
Net operating income

Provision against non-performing loans
and advances to customers

Net provision against investments, off balance

sheet items and other assets
Loss on disposal of fixed assets
Depreciation
Amortization
Employee compensation
Operating lease expenses
Other expenses
ProfitiLoss before tax

Income tax expense
Profit/Loss for the year

Other comprehensive income

Other comprehensive income that will not be reclassified

to the'profit or loss

Note

19

20

20

21

8.5

9.4
10
22

23

24

Gain/Loss on remeasurement of available for sale investments

Related deferred tax

Total comprehensive income/loss for the year

The annexed notes 1 to 30 form an integral part of these financial statements.

2022 2021
AFN '000'
58,928 508,126
(51,648) (52,779)
7,280 455,347
664,251 328,149
(3,561) (13,965)
660,690 314,184
(379,216) 545,197
288,754 1,314,728
(462,971) (314,775)
3,437 12,309
(1,039) (1,043)
(170,494) (163,994)
(10,695) (9,741)
(238,949) (238,430)
(4,387) (6,715)
(324,725) (308,930)
(921,069) 283,409
190,793 (61,113)
(730,276) 222,296
(98,004) 3,183
19,555 (637)
(78,449) 2,546
(808,725) 224,842
o
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AFGHAN UNITED BANK
Slatement of Changes in Equity
For the year ended December 31, 2022

Balance as al January 01, 2021

Incremental depreciation on revaluation
surplus on property and equipment- net of lax

Tolal comprehensive income for the year
Profit for the year
Other comprehensive income

Balance as at December 31, 2021

Balance as at January 01, 2022

Adjustment for revaluation surplus - note 12.3
Incremental depreciation on revaluation surplus
on property and equipment- net of tax

Total comprehensive income for the year
Profit/Loss for the year
Other comprehensive Income/Loss

Balance as at December 31, 2022

Revaluation

Revaluation

reserve on
Share reserve on Available for Retained Total
capital property and Sale earnings
Wit e Investments
AFN '000"
2,022,030 756,767 2 216,806 2,995,603
- (85,616) - 85,616 -
- - - 222,296 222,296
- 2,546 - 2,546
- - 2,546 222 296 224,842
2,022,030 671,151 2,546 524,718 3,220,445
2,022,030 671,151 2,546 524,718 3,220,445
(96,820) 76,198 - 20,622 -
- (87,029) - 87,029
. - {730,276) (730,276)
- (78,449) - (78,449)
(768.449)  (730,276) (808.725)
1,925,210 660,319 (75,903) (97,907) _ 2,411,720

The annexed notes 1 to 30 form an integral part of these financial statements.
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AFGHAN UNITED BANK
Statement of Cash Flows
For the year ended December 31, 2022

2022 2021
Note AFN '000'
CASH FLOWS FROM OPERATING ACTIVITIES
Profit/Loss before tax (921,069) 283,409
Adjustments for:
Net impairment loss on financial assets 462,971 314775
Net provision against investments, off balance (3,437) (12,309)
sheet items and other assets
Depreciation 9.4 170,494 163,994
Amortization ) 10 10,695 9,741
Loss on disposal and de-recognition of fixed assets - net 1,039 1,043
(279.,307) 760,653
Increase in current assets
Loans and advances to customers 496,971 (5,195)
Other assets 2,198,989 (1,708,204)
Decrease in current liabilities
Deposits from customers (2,170,910) (1,515,400)
Other liabilities 19,419 (154,864)
Deferred tax (219,159) -
46,003 (2,623,010)
Income tax paid (52,894) (34,446)
Net cash used in operating activities (6,891) (2,657,4586)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment 91493 (14,860) (55,440)
Modification in right-of-use assets (8,908) -
Purchase of intangible assets 10 (5,397) (10,998)
Investments 625,423 911,721
Net cash generated from investing activities 596,261 845,283

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of shares - -

Borrowing from financial institution (103,652) 296,533

Net cash generated from financing activities (103,652) 296,533
Net [decréase}l increase in cash and cash equivalents 485,718 (1,515,640)
Cash and cash equivalents, beginning of year 8,224,763 9,740,403
Cash and cash equivalents, end of year 8,710,481 8,224,763
(™

The annexed notes 1 to 30 form an integral part of these financial statements.
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Afghan United Bank
Notes to the Financial Statements
For the year ended December 31, 2022

1

1.1

2.2

2.3

STATUS AND NATURE OF BUSINESS

The Bank commenced its operations on 4 October 2007 under the license of commercial
banking issued by Da Afghanistan bank (DAB) under the Law of Banking in Afghanistan. It
is a full fledge bank principally engaged in the business of commercial banking with a network
of 25 branches including two full fledge Islamic banking branches in different provinces of
Afghanistan. The bank also holds license from Afghanistan Investment Support Agency
(AISA) bearing license no: D-27284. The registered office of the Bank is located at Shahr-e-
Naw, Kabul, Afghanistan.

STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB),
the requirements of the Law of Banking in Afghanistan. In case requirements differ, the
provisions of the Law of Banking in Afghanistan shall prevail.

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

Amendment to standards issued and effective beginning 1 January 2022;

* Onerous Contracts — Costs of Fulfilling a Contract - Amendments to IAS 37
* Reference to the Conceptual Framework — Amendments to IFRS 3

* Property, Plant and Equipment: Proceeds before Intended Use — Amendments to IAS
16 Leases

* IFRS 9 Financial Instruments — Fees in the 10 per cent’ test for derecognition of
financial liabilities

The above standards and interpretations do not have a significant impact on the financial
statements and therefore the disclosure have not been made.

Da Afghanistan Bank (DAB) vide its circular number 298 dated Hamal 8, 1398 (March 28,
2019), initially deferred the applicability of IFRS 9 “Financial Instruments” till January 1, 2021.
DAB in its communication dated January 12, 2021 has indefinitely delayed the
implementation of IFRS 9.

Standards, amendments and interpretations to publish approved accounting
standards that are not yet effective and have not been adopted early by the Bank

Effective date
(annual period
Standard and amendments beginning on or
after)
- IFRS 17: Insurance Contracts and related 1 January 2023
amendments to [FRS 17
- IFRS 10 - Consolidated Financial Statements and IAS
28 Investment in Associates and Joint Ventures - Sale Not yet finalized

or Contribution of Assets between an Investor and its
Associate or Joint Venture (Amendment)



Afghan United Bank
Notes to the Financial Statements
For the year ended December 31, 2022

3.1

3.2

3.3

- Definition of Accounting Estimates 1 January 2023
(Amendments to IAS 8)

- Disclosure of Accounting Policies (Amendments to IAS 1 1 January 2023
and IFRS Practice Statement 2)

- Deferred Tax related to Assets and Liabilities arising from

a Single Transaction (Amendments to IAS 12) 1 January 2023

- Classification of Liabilities as Current or Non-current 1 January 2023
(Amendments to IAS 1)

The above standards, amendments and interpretations are not expected to have a significant
impact on the financial statements in the period of initial application and therefore the
disclosures have not been made. Management anticipates that all relevant pronouncements
will be adopted for the first period beginning on or after the effective date of the
pronouncement. Management does not intend to adopt any of the above standards,
interpretations, and amendments earlier than the applicable date.

BASIS OF PREPARATION

Basis of measurement

These financial statements have been prepared on the historical cost basis except as
otherwise disclosed in accounting policies.

Use of critical accounting estimates and judgments

The preparation of financial statements in conformity with approved accounting standards
requires management to make judgments, estimates and assumptions that affect the
application of accounting policies and reported amounts of assets, liabilities, income and
expenses. Actual results may differ from these estimates. The estimates and underlying
assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in the period in which the estimate is revised if the revision affects only that period
or in the period of the revision and future periods if the revision affects both current and future
periods.

In particular, 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 the following:

a) Note7.5 Provision against investments

b) Note8.5 Provision against non-performing loans and advances to customers
c) Note9.1 Depreciation rates for property and equipment

d) Note 10.1 Amortization rates for intangible assets

e) Note24 Income taxes

Functional and presentation currency

These financial statements are presented in Afghani (AFN), which is the Bank's functional
currency. Except as otherwise indicated, financial information presented in AFN has been
rounded to the nearest thousand.
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Notes to the Financial Statements
For the year ended December 31, 2022

41

4.2

a)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in the preparation of these financial statements
are set out below. These policies have been consistently applied to all the years presented
unless or otherwise stated.

Cash and cash equivalents

For the purposes of cash flow statement, cash and cash equivalents comprise of cash and
balances with the Central Bank (unrestricted), balances with other banks and investments
having original maturity of less than three months.

Financial instruments

Recognition, initial measurement and de-recognition

Financial assets and financial liabilities are recognized when the Bank becomes a party to
the contractual provisions of the financial instrument and are measured initially at fair value
adjusted by transactions costs, except for those carried at fair value through profit or loss

which are measured initially at fair value. Subsequent measurement of financial assets and
financial liabilities are described below.

Financial assets are de-recognized when the contractual rights to the cash flows from the
financial asset expire, or when the financial asset and all substantial risks and rewards are
transferred. A financial liability is de-recognized when it is extinguished, discharged,
cancelled or expires.

Classification and subsequent measurement of financial assets and financial
liabilities

For the purpose of subsequent measurement, financial assets other than those designated
and effective as hedging instruments are classified into the following categories upon initial
recognition:

Designation at fair value through profit or loss (FVTPL)
Held for trading

Loans and receivables

Held to maturity

Available for sale

-

All financial assets are subject to review for impairment at least at each reporting date to
identify whether there is any objective evidence that a financial asset or a group of financial
assets is impaired.

Classification, recognition and subsequent measurement of financial assets

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. After initial recognition, these are
measured at amortized cost using the effective interest method, less provision for
impairment. The Bank’s cash and cash equivalents, investments (other than held for trading),
loans and receivables and other assets fall into this category of financial instruments.

The Bank determines allowance for impairment loans and advances in accordance with
“‘Asset Classifications and Provisioning Regulation” issued by DAB.



Afghan United Bank
Notes to the Financial Statements
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b)

4.3

44

At each reporting date, the Bank assesses whether there is objective evidence that financial
assets which are not carried at fair value through profit or loss are impaired or not. Financial
assets or a group of financial assets are impaired when objective evidence demonstrates
that a loss event has occurred after the initial recognition of the assets, and that the loss
event has an impact on the future cash flows on the assets that can be estimated reliably.

The criteria that Bank uses to determine that there is objective evidence that there is an
indication to impairment loss includes 1) default or delinquency by a borrower 2) restructuring
of a loan or advance by the Bank on terms that the Bank would not otherwise consider 3)
indication that a borrower or issuer will enter bankruptcy 4) disappearance of an active for a
security 5) other observable data relating to 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 financial assets at both a specific asset and
collective level. All individually significant financial assets are assessed for 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 impairment by grouping together
financial assets (carried at amortized cost) with similar risk characteristics.

Impairment losses on assets carried at amortized 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 assets’ original effective interest rate (if any). Losses are
recognized in statement of comprehensive income and reflected in an allowance account
against financial assets. When a subsequent event causes the amount of impairment loss to
decrease, the impairment loss is reversed through statement of comprehensive income.

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

Classification and subsequent measurement of financial liabilities

Financial liabilities are measured subsequently at amortized cost using the effective interest
method, except for financial liabilities held for trading or designated at FVTPL, that are carried
subsequently at fair value with gains or losses recognized in statement of comprehensive
income. All derivative financial instruments that are not designated and effective as hedging
instruments are accounted for at FVTPL.

Investment in equity instruments
Investment in equity instruments is carried at cost less impairment if any.

Leased assets
The Bank as a Lessee

For any new contracts entered into on or after 1 January 2019, the Bank considers whether
a contract is, or contains a lease. A lease is defined as ‘a contract, or part of a contract, that
conveys the right to use an asset (the underlying asset) for a period of time in exchange for
consideration’. To apply this definition the Bank assesses whether the contract meets three
key evaluations which are whether:
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a) The contract contains an identified asset, which is either explicitly identified in the
contract or implicitly specified by being identified at the time the asset is made available
to the Bank;

b) The Bank has the right to obtain substantially all of the economic benefits from use of
the identified asset throughout the period of use, considering its rights within the defined
scope of the contract; and

¢) The Bank has the right to direct the use of the identified asset throughout the period of
use. The Ban assess whether it has the right to direct ‘how and for what purpose’ the
asset is used throughout the period of use.

Measurement and recognition of leases as a lessee

At lease commencement date, the Bank recognizes a right-of-use asset and a lease liability
on the balance sheet. The right-of-use asset is measured at cost, which is made up of the
initial measurement of the lease liability, any initial direct costs incurred by the Bank, an
estimate of any costs to dismantle and remove the asset at the end of the lease, and any
lease payments made in advance of the lease commencement date (net of any incentives
received).

The Bank depreciates the right-of-use assets on a straight-line basis from the lease
commencement date to the earlier of the end of the useful life of the right-of-use asset or the
end of the lease term. The Bank also assesses the right-of-use asset for impairment when
such indicators exist. At the commencement date, the Bank measures the lease liability at
the present value of the lease payments unpaid at that date, discounted using the interest
rate implicit in the lease if that rate is readily available or the Bank’s incremental borrowing
rate.

Lease payments included in the measurement of the lease liability are made up of fixed
payments (including in substance fixed), variable payments based on an index or rate,
amounts expected to be payable under a residual value guarantee and payments arising
from options reasonably certain to be exercised.

Subsequent to initial measurement, the liability will be reduced for payments made and
increased for interest. It is remeasured to reflect any reassessment or modification, or if there
are changes in in-substance fixed payments. When the lease liability is remeasured, the
corresponding adjustment is reflected in the right-of-use asset, or profit and loss if the right-
of-use asset is already reduced to zero. The Bank has elected to account for short-term
leases and leases of low value assets, i.e., less than AFN 750,000, using the practical
expedients. Instead of recognizing a right-of-use asset and lease liability, the payments in
relation to these are recognized as an expense in profit or loss on a straight-line basis over
the lease term.

On the statement of financial position, right-of-use assets have been included in property and
equipment within operating fixed assets and lease liabilities have been included in other
liabilities and disclosed in notes to the financial statement.

Extension options for leases

When the Bank has the option to extend a lease, management uses its judgement to
determine whether or not an option would be reasonably certain to be exercised.
Management considers all facts and circumstances including their past practice and any cost
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4.5

4.6

that will be incurred to change the asset if an option to extend is not taken, to help them
determine the lease term.

Loans and advances

Loans and advances are stated net of provisions against non-performing loans and
advances. Specific and general provision are made based on an appraisal of the loan
portfolio that takes into account Regulations and other directives issued by the Da
Afghanistan Bank from time to time.

The provisions made / reversed during the year are charged to the statement of
comprehensive income and accumulated provision is netted off against loans and advances.
Loans and advances are written off when there is no realistic prospect of recovery or when
the regulation requires.

In Murabaha transactions, the Bank purchases the goods through its agent or client and after
taking the possession, sells them to the customer on cost plus profit basis either in a spot or
credit transaction. Under Murabaha financing, funds disbursed for purchase of goods are
recorded as 'Advance against Murabaha finance'. On culmination of Murabaha i.e., sale of
goods to customers, Murabaha financing are recorded at the deferred sale price. Goods
purchased but remaining unsold at the statement of financial position date are shown as
inventories.

Property and equipment

Owned

Property and equipment are stated at cost or revalued amounts less accumulated
depreciation and accumulated impairment losses thereon. Cost includes expenditure that is
directly attributable to the acquisition of fixed assets. Furniture and fixtures, computer
equipment and office equipment are stated at revalued amounts less accumulated
depreciation.

Subsequent costs are included in the asset's carrying amount or are recognized as a
separate asset, as appropriate, only when it is probable that future economic benefits
associated with the item will flow to the bank and the cost of the item can be measured
reliably. All other repairs and maintenance expenditures are charged to profit or loss during
the period in which they are incurred.

Surplus arising on revaluation is credited to the 'revaluation reserve' account (net of deferred
tax) whereas deficit (if any) is adjusted against the balance in the above-mentioned surplus
account. The revaluation is carried out with sufficient regularity to ensure that the carrying
amount does not differ materially form that which would have been determined using fair
value at the balance sheet date.

Surplus on revaluation of fixed assets (net of deferred tax) is transferred to retained earnings
to the extent of incremental depreciation charged on related assets.

Land is not depreciated. Depreciation on all other fixed assets is calculated using the straight-
line method to allocate their depreciable cost or revalued amount to their residual values over
their estimated useful lives. The depreciation method, residual values and useful lives of fixed
assets are reviewed and adjusted (if appropriate) at each balance sheet date. Net gains and
losses on disposal or derecognition of fixed assets are included in statement of
comprehensive income currently.
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4.7

4.8

4.9

4.10

Depreciation

Depreciation is recognized in profit or loss account on straight-line basis from the month an
asset is put in use over the estimated useful lives of each 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.

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

- Office Buildings 20 years
- Furniture and fixtures 5 years
- Computer equipment 3.3 years
- Vehicles 4 years
- Office equipment 4 years

Intangible assets

Intangible assets include computer software which are capitalized on the basis of costs
incurred to acquire and bring those to use for intended purpose. Subsequent expenditure on
intangible asset is capitalized only when it increases the future economic benefits embodied
in the specific asset to which it relates. All other expenditure is expensed as incurred.

These costs are amortized over their expected useful lives using the straight-line method
from the date it is available for use since this most closely reflects the pattern of consumption
of the future economic benefits embodied in the asset.

The estimated useful life of software is three to ten years. Amortization methods, useful lives
and residual values are reassessed at each financial year end and adjusted, if appropriate.

Impairment of non-financial assets

The carrying amounts of the Bank’s non-financial assets are reviewed at each 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 recognized if the carrying amount of an asset or its cash-generating
unit exceeds its recoverable amount.

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

Deposits
These are recorded at the amount of proceeds received.

Taxation

Income tax expense comprises of current and deferred tax. Income tax expense is
recognized in the profit or loss except to the extent that it relates to items recognized directly
in equity or in other comprehensive income.



Afghan United Bank
Notes to the Financial Statements
For the year ended December 31, 2022

4.1

4.12

4.13

Current tax

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 balance sheet date), and any
adjustment to tax payable in respect of previous years.

Deferred tax

Deferred tax is provided for using the balance sheet method, providing for temporary
differences between the carrying amounts of assets and liabilities for financial reporting
purposes and the amounts used for taxation purposes. Deferred tax is not recognized on
temporary differences relating to: (i) the initial recognition of goodwill; (ii) the initial recognition
of assets or liabilities in a transaction that is not a business combination and that affects
neither accounting nor taxable profit; and (iii) differences relating to investments in
subsidiaries to the extent that they probably will not reverse in the foreseeable future.

Deferred tax is measured at tax rates that are expected 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 recognized only to the extent that it is probable that future taxable
profits will be available against which the asset can be utilized. Deferred tax assets are
reviewed at each reporting date and are reduced to the extent that it is no longer probable
that the related tax benefit will be realized.

Employee compensation

Short-term employee benefits are measured on an undiscounted basis and are expensed as
the related service is provided. The Bank does not provide any retirement benefits to its
employees.

Foreign currency transactions

Transactions in foreign currencies are translated to AFN at exchange rates prevailing at the
date of transaction.

Monetary assets and liabilities denominated in foreign currencies at the reporting date are
retranslated to AFN at the exchange rate prevailing at that reporting date. Foreign currency
differences arising on retranslation are recognized in profit or loss.

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 transaction.

Interest income and expense

Mark-up finterest /return on advances and investments is recognized in the profit or loss
using effective interest rate method, and in case of advances classified as doubtful or loss,
mark-up is recognized on receipt basis. Mark-up /interest /return on rescheduled
Irestructured loans and advances and investments is recognized as permitted by DAB.
Income from Murabaha is accounted for on a time proportionate basis over the period of
Murabaha transaction. Gain or loss on sale of investments is recognized in profit or loss in
the year in which these arise. The rentals from ljarah are recognized as income over the term
of the contract net of depreciation expense relating to the ljarah assets.
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4.14

4.15

4.16

4.17

4.18

The effective interest method is a method of calculating the amortized cost of a financial
asset or a financial liability and of allocating the interest income or interest expense over the
relevant period. The effective interest rate is the rate that discounts estimated future cash
payments or receipts through the expected life of the financial instrument or, when
appropriate, a shorter period, to the net carrying amount of the financial asset or financial
liability.

When calculating the effective interest rate, the Bank estimates cash flows considering all
contractual terms of the financial instrument but does not consider future credit losses. The
calculation includes all fees paid or received between parties to the contract that are an
integral part of the effective interest rate, transaction costs and all other premiums or
discounts.

Fee and commission

Fees and commission income include account servicing fees and commission on transfers
and are recognized as the related services are performed. Fees and commission expense
relate mainly to transaction and service fees, which are expensed as the services are
received.

Lease payments

Payments under operating leases are recognized in profit or loss on straight-line 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.

Provisions

Provisions for restructuring costs and legal claims are recognized when:

a) the Bank has a present legal or constructive obligation as a result of past events;

b) it is more likely than not that an outflow of resources will be required to settle the
obligation; and

c) The amount has been reliably estimated.

Provision for guarantee claims and other off-balance sheet obligations is recognized when

intimated and reasonable certainty exists to settle the obligations.

Off-setting

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 amounts and
intends either to settle on a net basis or to realize the asset and settle the liability
simultaneously.

Dividend and appropriations to reserves

Dividends and appropriations to reserves are recognized in the year in which these are
approved, except appropriations required by the law which are recorded in the period to
which they pertain.
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2022 2021
AFN '000’
5 CASH AND BALANCES WITH THE CENTRAL BANK
In hand
Local currency 757,290 444,806
Foreign currencies 407,712 439,921
1,165,002 884,727
With Da Afghanistan Bank:
Local currency current accounts 715,902 301,715
Foreign currency current accounts 61,071 428,852
Overnight deposit 8 8
776,980 730,575
1,941,982 1,615,302
6 BALANCES WITH OTHER BANKS
In Afghanistan-current accounts
National Bank of Pakistan 671 775
Pashtany Bank 2179 2,467
New Kabul Bank 36 42
Maiwand Bank 46,025 -
48,910 3,284
In Afghanistan-saving accounts
Islamic Bank of Afghanistan 271 86
Outside Afghanistan
CSC Bank, Lebanon 62,174 110,826
Aktif Bank, Turkey 317,043 501,173
BMCE Bank, Spain 156,543 2,969,489
Nurol Bank, Turkey 2,442 179 1,307,916
Transkapital Bank, Russia 9,419 603,691
Ziraat Bank Uzbekistan 739,571 1,067,405
SBM Bank India 119,177 16,424
AL Salam Bank Bahrain 1,867,310 29,253
Orien Bank, Tajikistan 920,731 -
Yes Bank India 85,170 -
6,719,318 6,606,177

6,768,499 6,609,548
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7

71

7.2

7.3

7.4

7.5

2022 2021
Note AFN '000'

INVESTMENTS
Placements - held to maturity
Ziraat Bank Uzbekistan 178,420 -
Islamic Bank of Afghanistan - 518,650
AL Salam Bank Bahrain 267,630 311,190

7.1 446,050 829,840
General provision 7.6 (4,461) (8,298)
Total placements-net of provision 441,590 821,542
Sovereign Sukuks
Available for sale 7.2 240,608 518,165
Held to maturity 7.3 B 40,712

240,608 558,877

Investment in equity securities
Available for sale 7.4 115,527 -
Investment in gold bullion
Available for sale 7.5 259,437 302,166
Investment-net 1,057,162 1,682,585

This represents foreign currency fixed term placements under Islamic Wakala agreements carrying
profit rates ranging from 1.85% to 2.00% (2021: 1.50% to 4.40%) per annum and having maturities
up to June 2023 (2021: June 2022)

This represents investment in sukuks with Kindom of Saudi Arabia, UAE, and Dubai Islamic Bank
having maturity ranging 2026 to 2030 (2021: 2022 to 2030) and carry profit rates ranging from
1.92% t0 2.67% (2021: 1.92% to 7.13%) per annum.

This represents investment in the sukuks with Warba Bank, Kuwait amounting to AFN 35.6 million
matured during the year and carried profit rate of 6.50% per annum.

This represents securities investment in autocallable notes with Barclays and Leonteq amounting to
AFN 187.34 million with maturities during 2023 and carry interest ranging from 9.5% to 19.5% per
annum.

This represents investment in gold, delivered under the custody of an specialized agent in UAE. The
Bank can dispose the investment with ease and without incurring any other costs.
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7.6

8.1

8.2

8.3

8.4

2022 2021
AFN '000'

Particulars of provision against investments
Opening balance 8,298 16,577
(Reversal) / Charge for the year (3,838) (8,279)
Write off during the year - -

(3,838) (8,279)
Closing balance 4,461 8,298

General provision is maintained against held to maturity placements as per the DAB's Asset
Classification and Provisioning Regulation @ 1% of the gross amount of those investments.

2022 2021
Note AFN '000'
LOANS AND ADVANCES TO CUSTOMERS
Conventional financing
Running finance 8.2 4,363,250 5,148,498
Term finance 8.3 1,536,324 1,696,378
5,899,574 6,844,876
Islamic financing
Murabaha 8.4 160,578 186,714
Loans and advances to customers - gross 6,060,152 7,031,590
Provision against non-performing loans and advances 8.5 (1,252,159) (1,263,655)
Loans and advances to customers - net of provision 4,807,993 5,767,935
Particulars of loans and advances to customers - gross
In local currency 3,602,395 3,662,480
In foreign currencies 2,457,757 3,369,110
6,060,152 7,031,590

These carry interest rate ranging between 10% to 15% (2021: 10% to 16%). These are secured
against personal guarantees, mortgage of immoveable properties and hypothecation over stock in
trade.

These carry interest rate at 10% to 15% (2021: 10% to 15%) per annum. These loans are secured
against personal guarantees, mortgage of immoveable commercial and residential properties and
assignment of receivables.

These represent sale and purchase agreements under which the Bank had paid finance for the
purchase of goods and then sold the requisite goods to the customer on profit margin which is
ranging from 12% to 15% (2021: 12% to 15%) per annum. These facilities are extended for the
period of two months to five years (2021: two months to five years) and secured against personal
guarantees, mortgage of immovable properties and goods supplied under the sale and purchase
agreement.
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8.5

8.5.1

2022 2021
Note AFN '000'

Particulars of provision against non-performing
loans and advances to customers
Opening balance 1,263,655 2,029,325
Charge for the year 8.5.1 462,971 314,775
Write off during the year (363,581) (1,490,009)
Impact of translation (110,886) 409,564

(11,496) (765,670)
Closing balance 1,252,159 1,263,655

On December 22, 2021, Da Afghanistan Bank provided exemption to all banks from implementation
of “Asset Classification and Provisioning Regulations” (ACPR) from July 2021 till the end of June
2022 and since then extended multiple times till February 2023. The charge for the current year is
due to subjective classification proposed by Da Afghanistan Bank.

This regulation deals with provisioning against the loans and advances, suspension of interest on
non-performing loans, re-possessed assets, classification of off-balance sheet items, classification
of investments and other assets, credit risk management, etc. The objective was to protect the
banking sector from imminent risk of default and finanical impact of current economic turmoil.

PROPERTY AND EQUIPMENT 2022 2,021
AFN '000'

Fixed assets - owned 9.1 1,044,358 1,160,286

Right of use assets - buildings 9.3 128,794 44,519

1,173,152 1,204,805
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9.2

9.3

9.31

9.4

The cost/ revalued amount of fully depreciated property and equipment still in use are as follows:

Note 2022 2021
AFN '000'

Furniture and fixtures 73,178 63,994
Computer equipment 125,341 122,742
Vehicles 95,720 89,593
Office equipment 83,025 70,786

377,264 3471156
Right of use assets - buildings
Cost
Opening balance 173,268 164,229
Additions 35,258 23,215
Deletion during the year (8,907) (14,176)
Modification 8,906 -
Adjustment 9.3.1 34,336 -
Closing balance 242,861 173,268
Accumulated depreciation
Opening balance 128,749 110,628
Depreciation expense for the year 40,748 32,297
Deletion during the year (8,907) (14,176)
Adjustment 9.3.1 (46,523) -
Closing balance 114,067 128,749
Written down value 128,794 44,519

The adjustment made during the year by the management was to re-adjust the cost and
accumulated depreciation on ROU to comply with IFRS 16 requirements.

2022 2021
AFN '000'
Depreciation expense for the year
Fixed assets - owned 129,746 131,697
Right of use assets - buildings 40,748 32,297

170,494 163,994
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2022 2021
AFN '000'
10 INTANGIBLE ASSETS

Cost

Opening balance 271,619 260,621
Additions during the year 5,397 10,998
Closing balance 277,016 271,619
Accumulated amortization

Opening balance 252,719 242,978
Charge for the year 10,695 9,741
Closing balance 263,414 252,719
Written down value 13,@2__ 18,900

10.1 Intangible assets include computer software and licenses. The amortization rate of intangible assets
is 33.33% (2021: 33.33%). The gross carrying amount of fully amortized intangible assets still in use
is AFN 244,624 thousand (2021: AFN 238,165 thousand).

2022 2021
Note AFN '000’
11 OTHER ASSETS
Advances to suppliers and employees 17,054 16,416
Security deposits 111 628,887 744 519
Prepayments 19,124 10,607
Balances with Daman Investments 14,778 56,113
Receivable from Xpress Money and Money Gram 202,879 1,776,410
Restricted deposits with Da Afghanistan Bank 11.2 1,233,086 1,608,506
Income/ mark-up accrued 11.3 219,008 255,753
Advance Income Tax 23,317 22,559
BG Commission receivable - 50,440
Others 11,021 26,822

2,369,154 4,568,144

11.1 This includes payment for Property under Sarqolfi contracts amounting to AFN 132 million for the use
of property for an indefinite period. The contracts allow the Bank to sell the Sarquifi rights to a third
party. However, under the terms of the Sarqulfi contracts, the title (i.e., Sharia Qabala) is not
transferred to the Bank. DAB guidelines require appropriate legal document (like Sharia Qabala) for
an asset to be recorded as a fixed asset.

This also includes margin money of AFN 446.05 million deposited with Pashtany Bank for a
guarantee in favour of Da Afghanistan Breshna Sherkat (DABS) for the collection of electricity bills by
the Bank on behald of DABS.
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11.2

11.3

12

121

12.2

12.3

13

This represents statutory reserve maintained with DAB as minimum reserve in accordance with
Banking Regulations issued by Da Afghanistan Bank. These minimum reserves carry no interest.
During the year minimum reserve rates on deposits for AFN reduced from 8% to 6% and for foreign
currency from 10% to 8%.

This includes the AFN 212.55 million interest receivables on loan and advances which is outstanding
from August 2021. The interest receivable is not reversed due to suspension of ACPR as disclosed
fully in note 8.5.1.

SHARE CAPITAL
Authorized capital
2022 2021 2022 2021
Number of shares AFN '000'
40,000,000 40,000,000 Ordinary shares of AFN 250 each 10,000,000 10,000,000
Issued and paid up capital

Ordinary shares of AFN 250 each
7,700,840 8,088,120 fully paid in cash 1,925,210 2,022,030

During the current year, following the directions from DAB, through letter # 12525-10859, the share
capital of the bank is reduced by AFN 96.820 million which was recorded in 2010 aginst the
revaluation of fixed asset. This reduction in the capital of the bank has been transferred to the
reviuation reserves on the fixed assets.

REVALUATION RESERVE ON PROPERTY AND EQUIPMENT

2022 2021
AFN '000'
Vehicles 32,442 32,442
Furniture and fixtures 30,377 30,377
Computer equipment 70,724 70,724
Office equipment 44,588 44,588
Land 294 916 231,996
Building 979,904 946,005

1,452,952 1,356,132

Accumulated incremental depreciation (582,969) (475,317)
Related deferred tax liability (209,664) (209,664)
660,319 671,151
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2022 2021
AFN '000'
14 DEPOSITS FROM CUSTOMERS

Conventional
Current deposits 8,202,092 8,998,402
Saving deposits 14.1 373,512 427,360
Term deposits 14.2 496,440 582,851
Margin deposits 3,041,346 3,324,515

12,113,390 13,333,128
Islamic
Current deposits 1,356,037 1,950,670
Saving deposits 14.3 622,667 950,089
Term deposits 14.4 449,006 484,461
Margin deposits 532,145 525,807

2,959,855 3,911,027

15,073,245 17,244,155

14.1 Saving deposits carry annual interest rate of 1% for USD and 3% for AFN accounts (2021: 0%)

14.2 Term deposits carry interest ranging from 1.6% to 4% (2021: 1.6% to 4%) per annum with maturity
date ranging from three to twelve months (2021: three to twelve months).

14.3 The profit disbursed during the period on the Islamic saving deposits ranged from 0.17% to 0.30%
(2021: 0.18% to 0.30% ) per annum.

14.4 Profit distribution rates on Islamic term deposits during the year ranged from 2.1% to 2.49% (2021:
0.75% to 2.10% ) per annum.

15 BORROWING FROM FINANCIAL INSTITUTION

The Bank obtained renewable Islamic financing from Daman Investments, UAE with lien on sukuk
bonds, whereby the haircut and mark-up varies on quarterly basis.
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2022 2021
Note AFN '000'
16 DEFERRED TAX ASSET - NET
Deferred tax (Asset) and liability on account of:
Property and equipment (191,034) (211,822)
Intangible assets (1,725) (1,147)
Surplus on Available for Sale Investments 18,917 (637)
Lease Liability on buildings 22,883 10,509
Carry forward losses 167,021 -
Closing balance 16,062 (203,096)
Reconciliation of deferred tax asset and liability is as follows:
Opening balance (203,097) (218,821)
Reversal of tax expense - recognized in profit or loss 199,604 16,361
Tax expense - recognized in OCI 19,555 (637)
Closing balance 16,062 (203,097)
17 OTHER LIABILITIES
Creditors and accruals 38,254 31,924
Withholding tax payable 4,702 2,432
Lease Liability on buildings 114,415 52,547
Murabaha risk and equalization reserve 87,397 83,401
Mark-up/ return/ interest payable 27,358 29,929
Deferred income on bank guarantees and letter of credits 19,694 51,793
Profit in suspense 155,865 174,215
Others 22,077 21,832
469,762 448,073
18 CONTINGENCIES AND COMMITMENTS
LCs and BGs issued 18.1 4,377,797 8,211,366
Un-used commitments 303,909 294,498

18.1 This include outstanding exposure in bank guarantees amounting to AFN 518 million (2021: 1,298
million) issued in Islamic mode.
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19

19.1

20

21

211

Note
NET MARK-UP/ RETURN/ INTEREST INCOME

Mark-up/ return/ interest earned

- On loans and advances to customers

- On placements and balances with Da Afghanistan Bank
- On held to maturity investments

- On available for sale investments

- On overnight nostro deposits

- On Saving deposits

Mark-up/ return/ interest expense
- on borrowing from Fl 19.1
- deposits from customers

This represent mark-up paid on leverage facility which carries a variable interest rate.

NET FEE AND COMMISSION INCOME

Fee and commission income

- Commission and processing fee on bank guarantees
- Commission and processing fee on letters of credit

- Funds transfer, account maintenance,

and other service charges

Fee and commission expense
- Inter bank transaction fee

OTHER INCOME

Foreign exchange gain/ (loss) - net 21.1
Recovery of loans written off

Loan processing fee

Other income

Foreign exchange gain/(loss) - net
- On dealing in foreign currencies
- On translation of monetary assets and liabilities

2022 2021
AFN '000'
15,282 433,229
4 18,010
7,784 34,969
10,786 6,797
25,076 15,036
- 85
58,928 508,126
(11,164) (1,102)
(40,484) (51,677)
(51,648) (52,779)
7,280 455,347
58,197 164,103
183 2,558
605,871 161,488
664,251 328,149
(3,561) (13,965)
660,690 314,184
(402,462) 405,326
2,516 95,080
. 16,814
20,730 27,977
(379,216) 545,197
710,308 503,656
(1,112,770) (98,330)
(402,462) 405,326
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22

23

231

24

Note
EMPLOYEE COMPENSATION

Salaries and wages
Remuneration to the Board of Supervisors
Other allowances and benefits

OTHER EXPENSES

Communication

Travelling and conveyance
Insurance 23.1
Advertisement

Fuel expenses

Food expenses

Audit and inspection fee
Repairs and maintenance
Legal and professional charges
Stationery and printing

Staff training

Utilities

Security services

Other expenses

2022 2021
AFN "000'

197,684 197,030
11,346 7,584
29,919 33,816
238,949 238,430
18,786 24,828
3,249 3,108
28,976 65,754
8,452 5,925
17,332 11,014
7,828 3,986
11,430 12,712
70,202 69,116
2,301 1,109
12,057 7,547
560 2,313
17,251 14,810
31,162 42,595
95,139 44,116

324,725 308,930

These represents charges against deposit insurance as required by the Central Bank and is payable
to Afghan Deposit Insurance Corporation (ADIC) @ 0.15% (2021: at 0.35%) per annum of the total

deposits.

INCOME TAX EXPENSE

The major components of tax expense and reconciliation of tax expense based on applicable tax

rates of 20% (2021: 20%) is as follows:

Taxation:
Current
Prior
Deferred

2022 2021
AFN 000'
- 77,474
8,811 -
(199,604) (16,361)

(190,793) 61,113
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25

251

RELATED PARTY TRANSACTIONS

Parent and ultimate controlling party
The Bank is owned by individual shareholders who owns the Bank's shares in different proportions.

Key management personnel

Key management personnel includes Board of Supervisors, Chief Executive Officer, Deputy Chief
Executive Officer, Chief Financial Officer, Chief Operating Officer, Chief Credit Officer, Chief Risk
Officer and Chief Compliance Officer.

Transactions with related parties
Transactions and balances with related parties, including remuneration and benefits paid to key
management personnel under the terms of their employment are as follows:

Balances Transactions
2022 2021 2022 2021
AFN '000'
Shareholders
Deposit 2,097 2,391 - -
Transactions with key management
personnel
Salary and other benefits - - 25,223 28,985
Fee to Board of Supervisors 11,346 7,584
Advance salary 137 137 - -

In addition to salaries and remuneration, the Bank also provides non-cash benefits to executives
which include furnished accommodation, meals and travel.
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AFGHAN UNITED BANK
Notes to the Financial Statements
For the year ended December 31, 2022

27 FINANCIAL RISK MANAGEMENT

27.1 Introduction and overview

a)

The Bank has exposure to the following risks from its use of financial instruments:
a) credit risks

b) liquidity risks

c) market risks

d) operational risks

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

Risk management framework

The Board of Supervisors has overall responsibility for the establishment and oversight of risk
management framework of the Bank. The Board has established a Risk Management Committee
to review and monitor the various risks faced by the Bank in the regular course of business and
guide with suitable strategy and direction for mitigation. Different functional departments are
entrusted with the ownership for management of these risks by implementing suitable systems &
procedures duly to comply with the regulatory guidelines and laws.

The Bank has established Operational Risk Management Committee and Credit Risk Management
Committee at Management level to review and monitor operational risk and credit risk respectively.

The Bank has put in place a Risk Management Policy for Conventional Banking, apart from a
separate Islamic Banking Risk Management Policy to deal with the risks relating to Islamic
Banking activities. The Bank has developed a stress testing policy covering Credit Risk, Market
Risk, and Liquidity Risk, which is a forward looking exercise to evaluate the impact on the Bank's
financial position under severe but plausible scenarios. The output shall be used for risk mitigation
methods, contingency plans, capital and liquidity management plans in stressed circumstances.

In the overall process of risk management of various risks encountered by the Bank, certain tools,
models, frameworks are developed for identification, assessment and monitoring of risks.

The Board's Audit and Risk Committees are responsible for monitoring compliance with the Bank's
risk management policies and procedures, and for reviewing the adequacy of the risk management
framework in relation to the risks faced by the Bank. The Audit Committee is assisted in these
functions by the Internal Audit and Compliance departments whereas Risk Committee is provided
frequent feedback by Risk Department.

Credit risk

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

The Bank has both Board of Management and Board of Supervisors level Credit Committees to
mitigate the credit risks. Credit Department, reporting to the Credit Committee is responsible for
managing the Bank's credit risk while the Board is responsible for oversight of same. The Credit
Department is headed by the Chief Credit Officer (CCO). The Chief Credit Officer along with Credit
Department staff look after credit risk matters and conduct portfolio analysis for managing credit
risk.

The Bank has established and maintained a sound loan portfolio in terms of a well-defined credit
policy approved by the Board. The credit evaluation system comprises of awell designed credit
appraisal, sanctioning and review procedures for the purposes of emphasizing prudence in lending
activities and ensuring the high quality of asset portfolio.

The amount of credit risk is represented by the carrying amounts of the assets on the balance
sheet date. Exposure to credit risk is managed through regular analyses of borrowers to meet
interest and capital repayment obligations and by changing their lending limits where appropriate.
Exposure to credit risk is also managed through personal guarantees of the borrowers and
mortgage of immoveable properties duly registered with the court of law and hypothecation over
stock duly verified by the Bank's Credit Officers on a monthly basis.

Exposure to credit risk
The Bank's maximum exposure to credit risk is the carrying amount of financial assets at the
reporting date, as summarized below:

2022 2021
AFN '000'

Classes of financial assets

Balances with other banks 6,768,499 6,609,461
Investments 1,057,162 1,682,671
Loans and advances to customers 4,807,993 5,767,935
Other assets 1,099,891 2,932,615
Total carrying amounts 13,733,544 16,992,683

As at the balance sheet date, all of the loan portfolio of the Bank is recoverable and all the assets
which are past due, are provided for as per DAB guidelines.

In addition to the above, the Bank has issued financial guarantees and letter of credits contracts
for which the maximum amount payable by the Bank assuming all guarantees/ letter of credits
(less margin) are called on, is AFN 3,171 million (2021: AFN 4,361 million).

The Bank's management considers that all the above financial assets that are not impaired or past
due on the reporting dates under review, are of good credit quality. The credit risk for cash and
balances with central bank, balances with other banks, investments and other assets are
considered negligible.
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Allowances for impairment

The Bank establishes an allowance for impairment losses on assets carried at amortized cost that
represents its estimate of incurred losses in its 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 that are considered
individually insignificant as well as individually significant exposures that were subject to individual
assessment for impairment but not found to be individually impaired.

Write-off policy

The Bank writes off loans or advances and any related allowances for impairment losses, when the
loans are outstanding for more than 481 days, as per DAB regulation. This determination is
reached after considering information such as the occurrence of significant changes in the
borrower's financial position or that proceeds from collateral will not be sufficient to pay back the
entire exposure. Before allowing the loan to be written off, it is ensured that all possible avenues of
recovery, inclusive of legal action are exhausted.

The Bank holds collateral against loans and advances in the form of property documents, pledge
of stocks and scratch cards, assignment of receivables and guarantees.

Settlement risk

The Bank's activities may give rise to risk at the time of settlement of transactions and trades.
Settlement risk is the risk of loss due to the failure of an entity to honor its obligation to deliver
cash or other financial assets as contractually agreed.

Concentration of credit risks by industry
The Bank monitors concentrations of credit risk by industry. An analysis of concentrations of credit
risk of loans and advances to customers at reporting date is as follows:

2022 2021
Note AFN '000'

Gros amount 8 6,060,152 8,106,840
Concentration by sector

Construction 644,748 667,767
Livestock and farms 15,257 41,606
Services 2,379,620 2,844,137
Trade 2,279,355 2,700,609
Manufacturing 580,245 602,024
Others 160,927 175,447

6,060,152 7,031,591




%LlE %Ly Jeak ayj Joj wnwiuipy

%Ly %8S Jeak ay) Jo} wnwixep
b YA4 %15 Jeak ay) Joj abelany
%\t %ZS 1eak ay} Jo pua ay) Iy
Lzoz [AA\ A

:SMOJ|0} Se sem pouad Buipodal ay} Buunp pue ajep Buipodal ay) je s1ewoisno Wwolj sysodap

0} sjesse pinbi| Jau Jo ones papodal ayj Jo el “(ueg uejsiueybyy eq) Joeinbay syueg aul Aq paysiiqeisa jwi Aypinbil sy yum aoueljdwod spjueg ay)
ainseauw 0] pasn SI UOIEINJIRD ‘|eoljuSap! JoU INg ‘Jejiwis VY "Syueq woly sysodap Aue ssa| sjusjeainba yseod pue yseo Buipnjoul se palapisuod ale sjosse
pinbi| 1au ‘asodind siy) Jo4 ‘siawoisno wolj sysodap 0} s}asse Ajipinbi jau jo ones auy si ysu Aypinby Buibeuew Joj yueg ay) Aq pesn ainseaw Ay ay|
ysu Ayipinbi) 0} ainsodx3y

"SJoWo)sno 9)e10di0d pue |enpIAIpUl 0} PAMO||Ee S|EMEBIPYIIM
polWI| YJIM S|EMEIPYIM UO WNLIOJ0IOW parocidul sey yueg [enua) Apjuauny 'swajqoid pajoadxaun Aue o} puodsal 0} paedaid }saq si jueg auj jey)
aInsua 0} soueuads ANpInbi| [BJ9ASS UO Salja) Juawabeuew ay) ‘Juswabeuew ysu Aypinbi Aep o} Aep Jo4 ‘puewsp uo ajqeledas aie way) jo uopodoid
abie| e pue sanunjew Japoys aaey Ajjesausb siawoisnd woly sysoda "Buipunj jo aoinos Alewnd s} SB SI8WOISNO WOl S)Isodap uo saljal yueg aylL

‘swiajqoud pajoadxaun ue o} puodsal o} pasedaid jseq SI yueg ay) Jey} 2Insua ||Im oueuads Apinbi| jo uoneibajul
“quawebeuew ysu Aupinby Aep o} Aep Jo4 ‘selunpoddo sseuisng panjea ansind o} yuegq ayj Buljgeus Is|iym ‘suoiipuod jaxJew ul sabueyo usppns yim
pejeloosse sabusjjeys Jo jusuilwod Jayjo ‘sysodap Jo [emelpyim a|qissod Jasw 0] MOJ} YSeD a|gejieAe JUIoINs aIinsua 0} sajjunjew Ul yodjewsiu ayy
Buibeuew Jo Ayjiqisuodsal ay) yum pajsniua st (0D1Y) eeniwwo Ajiqer g 18ssy a8y "pieog ayy Aq paywads ayjedde ysu pue uopoallp dibajesis ayy
MmaIA ul Buidaay ‘sainpasosd pue saioijod punos Jo uonejuaws|duwl sy} 1o} ajqisuodsal si Juswebeuew syueg ay] ‘soueuads Ajpinbl usasun Bunuoljuod
0) a|qedens s jueg ay) pue juawabeuew ysu Ajpinbi| jo sjuswalinbai ay} 0} 1ajed 0} }Jomalel pue sjoo} Aiessadsu sey dueg ayj jey} sainsus pieog ayl

ysu Aypinbij jo Juawabeuep

'S}esSE |eloueul} Jayjoue
10 yseo Buueaiiep Aq pejes aie jey} saniqel| [eroueuly sy woly suonebijgo Bupssw ul ANouip Jejunoous |m jueg oy} Jey) s ayj si Msu Aypinbr
ysu Apinbiy (q

ZZ0Z ‘L€ Jaquaoa(] papua Jeak ay) Jo4
SjuUsWaje)S |BIoUEBLIH 3} 0} SBION
WNVE Q3 LINN NYHOLVY




‘Juswabeuew ay} 0} UoIjEPUSWILIOAI SH YIMm Yoeq Burodas pue uoienjeas ‘uoliedlijuapl ysu jexiew
ay) s1on02 adoos sjuswpedsaq juswabeuew ysiy -uonejuswajdwi Jisy) Jo mairas Aep o} Aep pue saioljod juswabeuew ysu pajiejep Jo Juawdojansp
ay) Joj ajqisuodsal sI 0DV Siueg oyl (0D7Y) @emwwo) Ayjiger] B 19SSy au} Ul pajsaA si juawabeuew ysu jexiew Joj Ajioyine ||eisno ayl

Sl Joxsew jo Juawabeuepy

“ysi1 uo winjal ayy Buiziwndo spym ‘sisjeweled sjqeidesoe uIyIM SaInsodxa S Joxew [0ljuod pue abeuew o} | juswabeuew ysu
1oyJeW JO aA19alqo By ‘SjuaWNISUI [BIouRUL Jo BuIpjOy S)I JO aNnjeA By} JO awodul syueg ay) Joaye |im ‘(Buipuejs 1paso s Janssi /sJoBliqo ay) ur sebueyd
0} Bunejas Jou) speaids ypaio pue sajes abueyoxs ubieioy ‘seoud Aynba ‘sjes jsaisjul se yons ‘seoud Jedsew ul sabueyd jey) ysu dyj si Xsu JeEN

ysu e (2

‘ANjige)| [BIDUBULY 8Y) UO MOJ) YSED Pajunoosipun ‘[enjoeJjuod ay) st 9|qe} SA0GE ay} Ul pasojosip MOJ} N0 [euiwou
$s046 8y "Alunjew |enjoenuod a|qissod Jsaijies Jiay) JO SISeq ay) Uo Saljijiqel] [BIOUBUL SHUBE Sy} U0 SMOJ) YSED Pajunoosipun ay) SMoOYs a|qe} 9A0GE ay |

(v6L'scl) (LgL'0L6'v)  (286'€L9'L) (rov'60Z°LL) (192'886°L1L) 19.886°L1
(¥61'GEL) (00°2%5°2S) - (zec'092) (c20'8¥v) £/0'8vy

- (££5'962) (££5'962) £€6'962

- (beo'2L6'Y)  (6¥Y'2.€'L) (z20'6¥6'01L) (ssL'vbe'LL) GSL'vvZ'LL
(089°201) (c927ze9v)  (090'681°1) (58£908°6) (888's€L'S1) 888'GSL'S1
(160°201) (SLy'vLL) - (952'8t2) (zoL'69v) 29.'69%

- (Lg8'z6l) (1L88'z61) 188261
(685) (8ve'gls'y)  (621'966) (6Z1'855'6) (s¥2'cL0'S1) G¥Z'€L0'GlL

.000, N4V
sieak g Jeah | yjuow MOJIno junowe
syjuow ¢-} .

0} | ueyj aiopy 03 syjuow ¢ J ueYy) sse7  |eulwou SSoIS) Buifuien

LL saiijiqel| JaYl0
Gl uonnysul [eoueul woiy Buimousog
bl s1awo)snd wouly sysodaqg

1202 "Lg JequiadeQ

L sanl|iqel| J2Ui0
Gl uonnyIsul [eloueuly woly Bumollog
vl slawoisno woly sysodaq
Zz0z ‘L 19quiadeq

9JON

saijiqel| jeioueuly 1oy sisAjeue Aunjep

2202 ‘1€ Jaquisda( papus Jeak ay) Jo4
SjuUSWaIE]S |BIOUBUIH BU} 0} SSJON
MNVE A3LINN NYHO4Y




- - - - ££5'962 ££5°962
s 68S SZ6'VSL'EL ov9'syl L00'S¥6 € SSLvve Ll
= LLL'ESS') 099°Z.L 91p'98¢’L 8vS'L0LY £62°0Zv'8
= LLL'€SS') 8LL'Eele 922'G.0'}L G/8'88L'Y 06G'LE0°L
- - Tv6'85S 06L°LLE TL9'8LS £08'88¢'L
= i = = 188'261 188°Z61
- 68S 8¥8'8.8°01 L11'68 c60voL v S¥Z'€L0G1
- 8v.'€Z0'L 8v£'609 0S0°9%Y 999°299'% 0L8°9¥.L'9
= 8v.'cz0’l 0¥.'89¢ = G99'299'v 251'090'9
- - 809'0%2 0S0°9v¥ - 869989
000, NJVY
sieak arwek o= T I syjuouw junowe
G uey) alop St s -9 W 9-¢ ¢ uey) ssa Buifiien

Gl
43

Gl
vl

8JON

uonnsul [eioueul wolj Guimorog

sJawo)snd woyy sysodag

SJ2W0}sSN2 0} S8JUBAPE puE sueo’]

SjUaLISaAUY|
1202 ‘1€ Jequiade(

uonnysul [eioueuly wolj Buimoliog

siawo}sno woyy sysodaq

SJBW0ISND 0) S8OUBAPE pue sueo’]

SjuswSaAU|
220z ‘1€ 19quiade(g

:SMOJj0} SE sI oljojiod Buipes-uou uo uopisod deb sjes jsaijul syueg ayj Jo Alewwns v “saljiAoe buliojuow
Kep o} Aep sy ul uawpedaq juswabeuepy sty Aq paisisse s pue spwil asay) yum soueldwod Joy Apoq Buuojuow ayy st 0OV spueq Buroud-al
10} sy panosdde-aid Buiney Aq pue sdeb ajes jsasaul jo Buuoyuow ayy ybnouy) Ajlediound pabeuew si ysu jel Jsaia)u| "sajel Jsaieul jaxew ur abueyd
1O 9SNB23( JUSWINIISUI [BIDUBUIS JO SSN|BA JIBj JO SMOJ} 81NJNy 84} Ul SUOHEN)ON| LU0} SSO| JO YSU 8y} sI ‘pasodxa ale soljojuod syjueg ayj Yydiym o} ysu sy

S 8)ed }salajul 0} ainsodxy

220z ‘L€ Jaquiaoaq papua Jeak ay} Jo4

SjuaWalR)S |BIoUBUIH BU) 0} SSJON
MNVE A3 LINN NVHOIVY



60S'Z. 6S¥'VS. 885 LLL'S) 096916’V 99v'S15°1Z
> 99.'8 80¥'€S0'y 0.6'G0S v '895' L sj@sse Jayj0
- - 0LL'69E'E 08¥'299'€ 065°LE0" L 8 SISWIO)SND 0} SIOUBAPE pUB SUBOT
- - 696'069'L - 696'069'L YA sjuswsaAul
¥62'69 005'¥95 989'//6'G 186} 19Y'609'9 9 S)ueq Jayjo yim saouejeg
SLz'L €6L°181 G9€'089 625'9v. Z0€'619'L G NUBq [BJUSD Y)IM SSOUB[E] PUB YSBD
1202 ‘L€ JequiadeQ
1SLVS6 Z9v'SSS eI 1S€C (soL'zor'1) 1Z5's9v'C ainsodxa Aouaiino ubiaio} 1oN
(9€12) (90¢'08) (109°181'6) (9v8'105'9) (888'se2'G1)
(168°1) (ov) (g00'8¢€l) (268'62¢) (zoL'69v) Ll sanijigel] Jayio
- = (188'z61) » (L88'z61) Sl uonnysul |eoueuly woyy Guimolriog
(582) (09z'09) (zL2'088'8) (686'LLL'9) (s¥2'c20'S1) vl sJawoisnd woyj sysodag
188956 192°509 vL0°6ES L1 ZvL'660'S 60¥°L0Z'8)
- ovL's 0LL'GL9'L 1£8'8v. #61'69€'Z LL sjesse Jayi0
= - 1G61'1S¥'T S6€'209'€ 251'090'9 8 $JOWO0JSNJ 0} SEOUBAPE pue SUEOT
¢ - 229'190°} - 229'190'L . SJUBLISAAU|
Lee'vee 005'¥95 989'216'S 186'L 66%'89.'9 9 S)ueq Jayjo yim saouejeg
96G'2¢L LZL'oe 111'92y 625'9v. 286'L¥6'L G Yueq [BAUSD YJIM SB0UBjE] PUB USED
ZZ0z ‘1€ Jequiadag
,000, N4V 8JoN
S¥3IHLO o¥n3 asn N4V |lejol

‘SMOJ|0} SB 2JB SJunoLUE [Buoljou Uo paskeq Ysu Aoualino ubiaio) 0} ainsodxa spjueg 8yl

ysu Aouaiind o} ainsodx3y

220Z ‘L€ Jaquiadaq papua Jeaf ay} 104
SJUSLWIBIRIS |BIOUBUI 3Y} 0} SAJON
MNVE Q3 LINN NVHO4V



"JUBJSUOD UIBLUBJ SS|GBLIEA 3]0 ||B JBY} SISE] U} UO ‘9A0CE UMOUS SJUNOWE 8y} 0} $8I0Ua1Ind
aA0QE 8y} uo Joaye aysoddo Ing |enba ay) pey aAey pinom zz0z 'LE Jequieoa( Je Salouaund aAoge ayj jsulebe jueybjy ay) jo Buluaxeam 9,0l v

(9vz'89) (965'¥S) (9¥5'GS) (Lev'vy) odn3
(622'€1L2) (gz9'021) (L¥2'5€2) (e65'881) asn
.000, N4V
SS0] 40 J1joid Ayunb3 SS0| 10 JoId Ainbg
1202 ‘L€ J9quiadag Z20Z ‘L€ Jaquiadag

“JUBJSUOD UleWS) ‘sa)el JsaIajul Jejnoiued Ul 'sajqeleA Jayo || Jey) sawnsse sisAjeue ay| “pouad Buipodas ay) jo pue ay) je 8|qissod Ajqeuoses)
8q 0} paJapISuod yueg ay) jey) saoueleA ajel abueyoxs Aousund ubiaio) Uo paseq Si siskjeue siy| ‘Mojaq umoys sjunowe ay} Aq ssoj Jo jyoid pue
Ainbe (paseaioap) /pasealoul @AY pinom ZZ0zZ ‘L€ Jequiesed 18 OYNI Pue gsn eyl isuiebe ‘mojaq pajesipul se ‘lueybjy ay) jo Buluayibuans %0L v

sisAjeue AjIAljisuag

9e'eLlL 1¥'86 9v'v6 90°G6 odn3
€1°€0L L8 1268 1868 asn
8jeJ ajep ajel
Buniodey ajel abelany s BoRodu; a)jes abelany
120z ‘L€ Jequedeq 220z ‘L€ 19quiadaqg
sisAjeue AJAIISUag
6.0Z. 95v'289 T6L°2E1T ¥60'G8S 9Lv'ZIY'S ainsodxa Aouaiind ubiaio} 19N
(vep) (co0'z2) (LvL1'8e9'cl) (998'Le€'Y) (oso'e0'8lL)
. (89) (vov'681L) (ov8'zLe) (z9g'z0s) Ll saniiqel J8Yyio
= £ (££5'962) - (££5'962) Gl uonnsul [eroueuly woij Buimoliog
(vew) (ov6'LL) (evL'zsL'el) (9z0'610'%) (sSL'vre'LL) vl SJawojsno woly sysodeQ

220Z ‘1§ Jaquiaoa( papua Jeaf ay} Jo4
SJUBWAIE)S [BIoURUI B} 0} SAJON
MNVE G3LINN NYHOLV



‘sysu jeuonelado A9y 10} SAI)IAIIOR JUSLLUSSASSYY-J2S |0JU0D YSIY pue SIojedlpu) ¥siy A3y Jo Buuojuow ay) ‘sjusassasse
puB UOIEJIJJUSP! 3SH S8pN[oul } Hueg auj ssosoe yoeoidde wiojiun pue painjonijs B saajoaul ssaoold juswabeuew s |euojjeiado spjueg ayj
‘Juswyedap Juawabeue|y sty UM uonouny Juawabeuey ysiy jeuonesad ajeledas e dn jas sey yueg ay) A|Buipioooy ‘spiepuels Aiysnpul mau Buoje
wajsAs juswabeuew ysu sy uayibuans Jayuny oy si AGajens syjueg ay) ‘auldiosip jounsip sjeledas e ojul juawabeuepy ysiy suonelad Jo uonjoas ay)
YIAA "SIUSAS [eulalXa wol) 10 wajsAs pue ajdoad ‘sassasoid [eusajul pajie} Jo ajenbapeur woiy Buinsal ssoj| Jo ysSi ay} Se ysu [euopelado ay) auyap ap

)sul jeuonesadg (p

ZZ0Z '€ Jaquiada( papua Jeah ay} o4
SJUBLUBIEIS [BIDUBUIH BU} 0) SBION
MNVYE Q3 LINN NVHO4V



AFGHAN UNITED BANK
Notes to the Financial Statements
For the year ended December 31, 2022

28 CAPITAL MANAGEMENT

Regulatory capital
The Banks' regulator Da Afghanistan Bank sets and monitors capital requirements for the Bank. The
capital adequacy of the Bank is assessed in two tiers as per regulations of the Da Afghanistan Bank.

- Tier 1 or core capital, consisting of the 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
short of the quality of Tier 1 capital, but nonetheless contribute to the overall strength of a bank as a
going concern.

- Regulatory capital is the sum of Tier 1 and Tier 2 capital. Besides, Tier 2 capital cannot exceed from
total amount of Tier 1 capital. The Bank complies with these regulations.

The Bank's regulatory capital position at December 31, 2022 was as follows:

2022 2021
AFN '000'
Tier 1 capital
Total Equity 2,411,719 3,220,445
Less:
Intangible assets 13,602 18,900
Net Deferred Tax Assets 16,062 -
Profit for the year - 222,296
Revaluation reserve on property and equipment 660,319 671,151
Revaluation reserve on Available for Sale Investments (75,903) 2,546
614,080 914,893
Total tier 1 (core) capital 1,797,639 2,305,552
Tier 2 capital
Profit for the year - 222,296
Revaluation reserve on property and equipment 660,319 671,151
Revaluation reserve on Available for Sale Investments #
Total tier 2 (supplementary) capital 626,163 894,593
Total regulatory capital 2,423,802 3,200,145
Risk-Weight Categories
0% risk weight:
Cash in Afghani and fully-convertible foreign currencies 1,165,002 884,727
Direct claims on DAB 2,010,066 2,339,081
Total 3,175,068 3,223,808

0% Risk-Weight Total (Above Total x 0%) - -
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2022 2021
AFN '000'
20% risk weight
Loans Collateralized by Claims on Central Banks
and Central Governments of Category A Countries - -
Direct Claims on banks licensed in Category A countries 156,543 2,969,489
Short-term Claims on Banks Licensed In Non-Category A Countries
Guaranteed by Multilateral Lending Institutions 7,058,006 4,469,899
Cash Items in Process of Collection - -
Other - -
Total 7,214,549 7,439,388
20% Risk-Weight Total (Above Total x 20%) 1,442,910 1,487,878
100% risk weight
All Other Assets 9,038,997 12,092,868
Minus: Intangible Assets 13,602 18,900
Net Deferred Tax Assets 16,062 -
Deducted Equity Investments - -
Total 9,009,333 12,073,968
100% Risk-Weight Total (Above Total x 100%) 9,009,333 12,073,968

Off-balance-sheet items with 0% Credit Conversion Factor
Unused Portions of Commitments with Original Maturity
of 1 Year or Less 303,909 294,498
Unused Portions of Commitments that are
Unconditionally Cancelable - -

Total 303,909 294,498

0% Credit Conversion Factor Total (Above Total x 0%) - -

Off-balance-sheet items with 20% Credit Conversion Factor
Commercial Letter of Credits

0 % Risk Weight - 14,269
20% Risk Weight - -
50% Risk Weight - -
100% Risk Weight - 128,423
Total - 142,692
Risk-Weighted Total - 128,423

20% Credit Conversion Factor Total

(Risk-Weighted Total x 20%) - 25,685
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Off-balance sheet items with 100% Credit Conversion Factor
Guarantees and Standby Letter of Credits
0 % Risk Weight
20% Risk Weight
50% Risk Weight
100% Risk Weight
Total

100%. Credit Conversion Factor Total
(Risk-Weighted Totals x 100%)

Total Risk-Weighted Assets

Tier 1 Capital Ratio

Requlatory Capital Ratio

29 General

2022 2021
AFN '000'

1,206,704 2,165,765
3,171,094 5,902,908
4,377,797 8,068,673
3,171,094 5,902,908
13,623,336 19,490,438
13.20% 11.83%
17.79% 16.42%

Figures have been rounded off to the nearest thousand unless otherwise stated

30 APPROVAL OF THE FINANCIAL STATEMENTS

These financial statements were approved by the bank of supervisors for issue on &/~ 2747 - Q0272
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