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INDEPENDENT AUDITOR’S REVIEW REPORT ON CONDENSED
INTERIM FINANCIAL STATEMENTS TO THE SHAREHOLDERS OF
ISLAMIC BANK OF AFGHANISTAN

Introduction

We have reviewed the accompanying condensed interim statement of financial position of Islamic
Bank of Afghanistan (“the bank™) as at June 30, 2019, and the related condensed interim statement
of profit and loss account, condensed interim statement of changes in equity and condensed interim
statement of cash flows, and notes to the condensed interim financial statements for the half year
then ended (here-in-after referred to as the “interim financial statements”). Management is
responsible for the preparation and fair presentation of these interim financial statements in
accordance with Financial Accounting Standards (FAS) issued by the Accounting and Auditing
Organization for Islamic Financial Institutions (AAOIFI), the Shari’a Rules and Principles as
determined by the Shari’a Supervisory Board of the Bank and in conformity with the Law of Islamic
Banking in Afghanistan and directives issued by Da Afghanistan Bank (DAB). Our responsibility is
to express a conclusion on these interim financial statements based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410,
“Review of Interim Financial Information Performed by the Independent anditor of the Entity”. A review of
interim financial statements consists of making inquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with Auditing Standard for Islamic
Financial Institution’s issued by AAOIFT and consequently does not enable us to obtain assurance
that we would become aware of all significant matters that might be identified in an audit.
Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying interim financial statements do not give a true and fair view of the financial position
of the bank as at June 30, 2019, and of its profit and loss account its cash flows for the half year then
ended in accordance with Financial Accounting Standards (FAS) issued by the Accounting and
Auditing Organization for Islamic Financial Institutions (AAOIFI) and the requirements of the law
of Islamic Banking in Afghanistan.

Other Matter

The condensed interim financial statements for the half year ended June 30, 2018 and the financial
statements for the year ended December 31, 2018 were reviewed and audited respectively, by another
auditor who expressed an unmodified review conclusion on the condensed interim ﬂnanci%{
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statements for the half year ended June 30, 2018 on August 13, 2018 and unmodified audit opinion
on the financial statements for the year ended December 31, 2018 on March 20, 2019.
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ISLAMIC BANK OF AFGHANISTAN

CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION

f

AS AT JUNE 30, 2019
Un-Audited Audited
30-Jun-19 31-Dec-18
Note e Afn '000"—-—-
ASSETS
Cash and cash equivalents 5 10,035,439 12,480,342
Islamic financings and Related assets 6 800,539 849,461
Investments: 7
Investment securities 1,838,248 1,138,596
Other investments 769,126 710,225
Property and equipment 312,191 320,730
Intangible assets 316,607 334,483
Investments in real estate 8 97,548 109,508
Deferred tax asset 99,041 110,279
Other assets 9 2,005,587 | 1,226,267
Total assets 16,274,326 17,279,891
LIABILITIES, EQUITY OF INVESTMENT
ACCOUNTHOLDERS AND OWNERS' EQUITY
LIABILITIES
Current Account from customers 10 7,199,323 11,062,777
Short term financing - Shuaa Capital 403,650 376,550
Other liabilities 11 583,616 361,818
Total liabilities 8,186,589 11,801,145
EQUITY OF UNRESTRICTED INVESTMENT
ACCOUNT HOLDERS 10 6,778,291 4,214,251
Owner's Equity
Share capital 12 1,775,000 1,775,000
Retained earning (465,554) (510,505)
Total Owner's equity 1,309,446 1,264,495
Total Liabilities, Equity of Investment
Accountholders and Owners' Equity 16,274,326 17,279,891
CONTINGENCIES AND COMMITMENTS 13 -

The annexed notes from 1 to 21 form an integral part of these condensed interim financial statements.

T «_//J\/g

Chairman

W?/

4
Chi%&: Officer



32210 Q%ﬁv TSRO Fannooxg oD uewarey)
— R i
— \\\.\\Ij IV\.J (ﬁ—j

N SIUIUPIELS [EDURLY WHIUR PIsUIpuod asay) Jo 1aed [eIF2ur U wiiog |7 0 | woIy s2)0u poxduue 2y,
/P\‘ ' (S Sparpurss Suigioding poauous,] poucyouian [ 1o pasog - o
* (868°L9T) (00€°99) 16ty 8YT v pouad oy 30§ (ssof) / swoour aarsusyaidwoo [er0],
. = - = awodut darsuaypIdwos sy
(858°291) (00£°99) 1S6'v¥ 8¥ZbE pouad ay3 30 (ssoT) /1goig
- - (8€Z°T1) (z95°8) powad oy 103 xe T,
uonexe) un-.u EOmmTvOunH
(858°291) (00€°99) 681°95 018°ZH uonexe) 310jaq (sso) / o
$S9°191 SStTe (gzz01) €71 12U - Juawaredun 103 UOISIAOK]
(110°9L¥) (96¢°L¥T) (802°9s¥) (£58°8€7) sasuadxy SupesadQ e10g,
(8¢€) - (858°61) (1£6‘6) uoneznIowy
(T6r LT) (80 1) (68¢°82) (90¢p1) uoneasda(y
(191°gt) (11€'eee) (196°L0%) (919412) 81 sammyIpuadxa [e3ouad pue danensuTLpY
6679t 1 1+9°8r1 029728 0¥SI182 swoour Funesadg / dNUIAIY s ueg [e10],
€e9°Te 620°¢T €95°LS 920°Z€ swodur igoid-uou BYO
F11°0¢ 6LESL 900°80¢€ L6L991 (ssof) / ured 2Fueyoxs uGioq
€0L'C9 0T6°LT 879°L8 yI8‘6h SWOSUT UOISSIWWIOD PUE 3] I9N]
L) - ()] (0sL‘c) asuadxa vorssTIIWwoD pue 23, / s921a32s Gunjueq uo asuadxy
t.+°89 026°LC 196°€6 $9s5°cs SWODUT VOISSTWIUIOD PUE 39,] / S3DIAIIS mqﬂcmn WO} INUIAY
LTO'8T €161 £€TV69 £06'7€ ¥IWOSULISAINUI N / quepny se sreys s jueg
(T1g'en) (L1¥'sn) (¥ssse) (168°LS) L SIUNOIIE JUSURNSIAUT PAIIMISIUN UO UIMIY
(9+2°62) - wasuadxa 3saxa1u]
LLIOT LLI01 ZI68 9zI‘SH 91 SIUUASIAUT UO JJOX ]
096°LT - = = <1 #AWOIU] 1$2110]
L¥S¥eT L¥S¥T §90°c8 899°st ! S[PIU3 BYEIEYSIUT SUTYSIURUIP PUE $a[Es Pasafa(]
............................................. L e 0N
810¢ ‘0¢ 8102 6102 ‘0¢ 610T ‘0€
sun[ papud 3vak e ‘0¢ aun[ papua 11reng) dun( papud seak yreyy  sunf papus 32ENd)
SHION\ SWeL,] (I410VV) suonmpnsuy
yog 1od se siunowry | repurury onwesy 105 uonezuedi() Sunipny pue ununosoy
ERVELZ alisitig) 4q panssr se (Sy,) sprepuelg Sununodoy [epueuy] 1ad sy

6102 ‘0€ ANN[ AAANH YVHA ITVH GH.L 404
(@a.LIaNVNN) LNNODIV SSO'T ANV .LI40¥d 40 INFHWHLV.LS WINA.LNI AIASNIANOD
NVISINVHDAV 40 INVE DINVISI

( ( ( ( ( [ ( ( ( ( ( ( [ ( ( (



ISLAMIC BANK OF AFGHANISTAN

CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY (UNAUDITED)
FOR THE HALF YEAR ENDED JUNE 30, 2019

Balance as at July 01, 2017

Comprehensive income:
Net loss for the period
Transactions with owners:

Ordinary shares Issued
Balance as at June 30, 2018 - Unaudited

Balance as at July 01, 2018
Comprehensive income:
Net profit for the period
Transactions with owners:
Ordinary shares Issued
Balance as at December 31, 2018 - Audited

Balance as at January 01, 2019
Comprehensive income:
Net profit for the period
Transactions with owners:

Ordinary shares Issued
Balance as at June 30, 2019 - Unaudited

The annexed notes from 1 to 21 form an integral part of these condensed interim financial statements.

Share Retained Total
Capital Earnings
.................. b5 LRy | R —
1,725,000 (577,208) 1,147,792
- (167,859) (167,859)
1,725,(;()0 (745,(;67) 979,(;33
1,725,000 (745,067) 979,933
- 234,562 234,562
50,000 - 50,000
1,775,000 (510,505) 1,264,495
1,775,000 (510,505) 1,264,495
= 44,951 44,951
1,775,000 (465,5:54) 1,309,;46
4
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ISLAMIC BANK OF AFGHANISTAN
CONDENSED INTERIM STATEMENT OF CASH FLOWS (UNAUDITED)
FOR THE HALF YEAR ENDED JUNE 30, 2019

30-Jun-19 30-Jun-18
Note:  seseessess Afn '000' ..........
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation 56,189 (167,858)
Adjustments for:
Depreciation 28,389 27,492
Amortization 19,858 1,319
Accrued profit on cash and cash equivalents 9,978 (14,285)
Impairment (gain)/ loss on Financings / loans and advances (10,223) (32,807)
104,191 (186,139)
Increase / decrease in operating assets and liabilities:
Murabaha receivables / loan and advances 59,145 102,664
Other assets (779,320) (977,339)
Current Accounts from customers (3,863,454) (5,985,904)
Unrestricted Investment Account Holders 2,564,040 3222337
Short term financing - Shuaa Capital 27,100 -
Deposit from banks - (904,333)
Other liabilities 221,798 137,921
(1,666,500) (4,590,793)
Income tax paid - -
Net cashflow (used in) operating activities (1,666,500) (4,590,793)
CASH FLOWS FROM INVESTING ACTIVITIES
Investments - Net of Profits i (758,553) 3,431,797
Investment in Real Estate / Non-current assets exchange fluctuation - -
Acquisition of property and equipment - net of adjustment (19,850) (11,481)
Net cashflow (used in) / generated from investing activities (778,403) 3,420,316
CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of share capital - -
Net cashflow (used in) / generated from financing activities - -
Net increase in cash and cash equivalents (2,444,903) (1,170,477
Cash and cash equivalents at beginning of the period 12,480,342 7,722,538
Cash and cash equivalents at the end of the period 5 10,035,439 6,552,061 -

The annexed notes from 1 to 21 form an integral part of these condensed interim financial statements.
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ISLAMIC BANK OF AFGHANISTAN
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE HALF YEAR ENDED JUNE 30, 2019

1 STATUS AND NATURE OF OPERATIONS

Islamic Bank of Afghanistan (formerly Bakhtar Bank) (“the Bank”) is wholly owned subsidiary of Azizi Bank,
Kabul Afghanistan. The Bank has been licensed for Islamic Banking activities by Da Afghanistan Bank (DAB)
(“the Central Bank of Afghanistan”). The Bank obtained a business license from Afghanistan Investment
Support Agency and is a limited liability company. The principal activities of the Bank are taking demand,
saving and investment accounts, providing Murabaha, Ijara and other Shari'a compliant forms of financing as
well as managing investors' money on the basis of Mudarabah or agency for a fee, providing commercial
banking services and other investment activities. The registered office of the Bank is located at Malalai
Zezhantoon Square, Quway — E — Markaz, Shahr — E _ Naw, District 10, Kabul, Afghanistan.
Da Afghanistan Bank (DAB) had granted in principle approval for Islamic Banking business to the bank in

02 cash counters.

2 BASIS OF PREPARATION

2.1 Statement of compliance

The Bank has adopted the Financial Accounting Framework of AAOIFT after conversion in to Islamic
Banking. The financial statements are prepared in accordance with the Financial Accounting Standards
(FAS) issued by the Accounting and Auditing Organization for Islamic Financial Institutions (AAOIFI),
the Shari’a Rules and Principles as determined by the Shari’a Supervisory Board of the Bank and in
conformity with the Law of Banking in Afghanistan and directives issued by Da Afghanistan Bank
(DAB) takes precedence. In accordance with the requirements of AAOIFI, for matters, which are not
covered by the AAOIFI stndards, the Bank uses the relevant International Financial Reporting
Standards ('the IFRS') issued by International Accounting Standards Board.

Financial Statements are in conformity with Shari'ah rules and regulations after obtaining License from
DAB.

2.2 Basis of measurement
These condensed interim financial statements have been prepared on the historical cost basis except as
otherwise disclosed in accounting policies.

2.3 Functional and presentation currency

These financial statements are presented in Afghani ("AFN") which is the bank's functional & National
currency. Except or otherwise indicated, the financial information presented in AFN has been rounded
to nearest thousand.

3 USE OF CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The Bank makes estimates and assumptions that affect the reported amounts of assets and liabilities
within the next financial years. Estimates and judgments are continually evaluated based on historical
experience and other factors, including expectation of future events that are believed to be reasonable



ISLAMIC BANK OF AFGHANISTAN
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE HALF YEAR ENDED JUNE 30, 2019

a) Provision for Financing losses

b) Provision for income taxes

¢) Useful life of property and equipment and intangible assets
d) Held to maturity investments

4 SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are to be read with
latest annual audited financial statements.

30-Jun-19 31-Dec-18
Note sieeveenen Afn '000' ..........
5 Cash and cash equivalents
Cash in hand 5.1 3,247,545 3,349,446
Balances with banks:
Balances with Da Afghanistan Bank 2,695,686 3,932,276
Required reserve accounts 52 1,219,628 1,064,852
Balances with other banks and Financial Institution 55 2,872,580 4,133,768
6,787,894 9,130,896
10,035,439 12,480,342
5.1 Cash in hand
Local currency 1,157,497 1,482,585
Foreign currency 2,090,048 1,866,861
3,247,545 3,349,446

5.2 Required reserve account is being maintained with DAB which is denominated in respective currencies to
meet minimum reserve requirement in accordance with Article 3 “Required Reserves Regulation” of the
Banking.

5.3 Balances with other banks

Aktif Bank 503,280 385,694
Yinzhou Bank 1 1
Development Credit Bank Ltd 10,034 14,647
BMCE Bank 894,475 2,191,325
Yes Bank 8,997 5,060
Pashtany Bank 300,001 300,001
Nurol Bank 454,749 383,823
Transkapital Bank 81,439 286,068
Daman Investments 7,354 183,989
Shuaa Capital 612,250 383,160

2,872,580 4,133,768
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ISLAMIC BANK OF AFGHANISTAN
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE HALF YEAR ENDED JUNE 30, 2019

9

10
10.1

10.2

1

30-Jun-19 31-Dec-18
.......... Al 000", 00mmse

Other assets
Prepayments 101,741 97,953
Security deposit - 1,500
Advance income tax 159,205 168,496
Western union - In bound balance 597,924 44278
Murabaha profit receivable / Accrued Profit 127,877 42,134
Advance Against Murabaha - 1,600
Advance against capital expenditure 472,381 140,699
Others 546,459 729,607

2,005,587 1,226,267

Current accounts and Equity of un-restricted investment account holders

Current and saving accounts from customers

Demand / Current account 5,377,438 9,138,232
Deposits against financial commitments 1,821,885 1,924,545
7,199,323 11,062,777
Equity of un-restricted investment account holders
Mudarabah saving deposits 5,093,186 4,214,251
Mudarabah fixed deposits 1,685,105 -
6,778,291 4,214,251
Total deposits from customers and equity of un-restricted
investment account holders 13,977,614 15,277,028
Other liabilities
Withholding tax payable 35,240 20.357
Creditors and accruals 279,659 272,780
Profit payable 13,856 1,008
Deferred income 10,416 2,582
Provision for off-Balance Sheet Commitments - 27,801
Cash Cover Account 11.1 172,026 -
Others 72,419 37,290
583,616 361,818

On instruction of DAB, bank has opened a cash cover account where DAB transferred Margin Money
of a Customer, who is availing Forward Letter of Credit facility from the Islamic Bank.

SHARE CAPITAL

Authorized
250,000 ordinary shares of Afs 10,000 each 2,500,000 2,500,000

Issued and paid up
1,775,000 ordinary shares (2018: 1,775,000) of Afs 10,000 each 1,775,000 1,775,000




ISLAMIC BANK OF AFGHANISTAN
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE HALF YEAR ENDED JUNE 30, 2019

Number of shares

30-Jun-19 31-Dec-18
12.1 Following is the reconciliation of number of shares:
Number of shares at beginning of the period / year 177,500 172,500
Shares issued during the period / year - 5,000
Number of shares at end of the period / year 177,500 177,500
.......... Afn '000'..........
122 Following is the reconciliation of amount of share capital:
Share capital at beginning of the period / year 1,775,000 1,725,000
Shares issued during the period / year - 50,000
Share capital at end of the period / year 1,775,000 1,775,000
13 CONTINGENCIES AND COMMITMENTS
Guarantees and Letter of credit issued on behalf of customers 4,477,742 4,945,271

13.1 On March 25, 2017 Da Afghanistan Bank had lined the amount of $5 Million from account of the bank
on the basis of letter dated March 15, 2017 having reference no. 0628 as lien against the bank guarantee
issued to Haji Khalil and Investment for the Ministry of Power and Energy. Claim was launched at
April 19, 2016 vide letter no 1164/82, against the bank guarantee whereas, the expiry date of the bank
guarantee was 30 April 2015. Management had taken written representation from the shareholders that
incase of lodgment of the claim through court of law they will be liable to settle the liability, as Da
Afghanistan Bank had marked the lien on the balance. However, management is showing the said
amount as reconciling amount in the related US Dollar Bank Account 3000205027306 with DAB.
Management had also communicated the matter to Presidential office and had informed them about
the whole scenario of the matter vide letter no. 14/10/17/01075. However at conversion stage parent

bank has given representation as counter guarantee incase of any unwarranted event.



ISLAMIC BANK OF AFGHANISTAN
NOTES TO THE CONDENSED INTERIM FINAN
FOR THE HALF YEAR ENDED JUNE 30, 2019

CIAL STATEMENTS (UNAUDITED)

30-Jun-19 30-Jun-18
.......... Afn '000' ..........
14 Deferred sales and diminishing musharaka rentals
Deferred sales and diminishing musharaka rentals
Unearned murabaha income 70,679 24,547
Diminishing musharaka rentals 12,386 -
83,065 24,547
15 Interest income*
Cash and cash equivalents - 5,467
Loans and advances - 22,493
- 27,960
16  Profit on investments
Return on Sukuk - Sovereign Guaranteed 14,418 -
Return on Sukuk - Corporate 28,917 -
Return on Placements and ICD Money Market fund 12,657 10,177
Return on Placements (Commodity Murabaha & Wakalah) 25,920 -
81,912 10,177
17 Return on unrestricted investment accounts
Profit payment on saving accounts 86,935 15411
Return on Shuaa Capital Placement 8,619 -
95,554 15,411
18 Administrative and general expenditures
Salaries and wages 135,923 129,859
Staff welfare 17,242 19,186
Repair and maintenance 16,195 17,228
Travelling expense 5,529 7,058
Advertising and publicity 40,491 54,131
Operating Lease 45,244 40,429
Printing and stationery 9955 25138
Communication 1,948 2,121
Internet and connectivity 9,410 10,055
Electricity and power 17,984 20,699
Office supplies 2,392 1,886
Security expenses 66,932 84,929
Audit fee 1,199 158
Legal and professional charges 5,630 4,958
Postage and courier 47 28
Software maintenance fee 2,452 2,584
Deposit insurance premium 10,477 552
Others 18,911 29,162
407,961 448,161




ISLAMIC BANK OF AFGHANISTAN
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE HALF YEAR ENDED JUNE 30, 2019

19 Capital management

Regulatory capital
The Bank's 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 i.e. to be minimum 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

The Bank's regulatory capital position at 30 June 2019 was as follows:

30-Jun-19 31-Dec-2018
.......... Afn '000" ..........
Tier 1 capital
Total equity capital 1,309,446 1,264,495
Less: Intangible assets (316,607) (334,483)
Less: Deferred tax assets (99,041) (110,279)
Less: Profit during the period / year (44,951) (66,704)
Total tier 1 (core) capital 848,848 193,029
Tier 2 capital
Add: Profit for the period / year 44,951 66,704
44,951 66,704
Less: Equity Investment 16,888 16,888
Total regulatory capital 876,911 802,845

20 Related Parties Transactions

Ultimate controlling party
The bank is wholly owned subsidiary of Azizi Bank.

Transactions with key management personnel

The Bank has a related party relationship with its shareholders, directors, key management personnel and their
close family members. The bank had transactions with following related parties at mutually agreed terms during
the period/yeat:

Short-term benefits paid 9,109 30,133

Key management personnel of the Bank include the Chief Executive Officer, Chief Financial Officer, Chief
Operating Officer, Chief Risk Officer, Chief Credit Officer and Chief Compliance Officer.

21 Date of Authorization

These condensed interim ﬁnancml statements were authorized for issue by the Board of Supervisors on

2019.
Y
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