pwcC A.F. FERGUSON & CO.

AUDITORS’ REPORT TO THE MEMBERS ON REVIEW OF CONDENSED INTERIM
FINANCIAL INFORMATION

Introduction

We have reviewed the accompanying condensed interim statement of financial position of the
Bank of Azad Jammu and Kashmir (the Bank) as at June 30, 2015 and the related condensed
interim profit and loss account, condensed interim statement af comprehensive Income,
condensed interim cash flow statement, condensed interim stater ;;;;efnt of changes in equity and
notes to the condensed interim financial statements for the half year then ended (here-in-after
referred to as the “interim financial information’). Management is responSIbIe for the preparation
and presentation of this interim financial information in accordance with approved accountlng
standards as applicable in Pakistan for interim financial reporting. Our responsibility is to
express a conclusion on this interim financial mformation based on our rewew

oLl e .:. <
Tonon o
------------

Scope of Review

.......

Chartered Accountants
Islamabad:

Name of the engagement partner: S. Haider Abbas

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

" A.F. FERGUSON & CO., Chartered Accountants, a member firm of the PwC network
PIA Building, 3rd Floor, 49 Blue Area, Fazl-ul-Haq Road, P.O. Box 3021, Islamabad-44000, Pakistan

Tel: +92 (51) 2273457-60/2604934-37; Fax: +92 (51) 2277924; < www.pwc.com/pk>

Karachi: State Life Building No. 1-C, I. I. Chundrigar Road, P.O. Box 4716, Karachi-74000, Pakistan; Tel: +92 (21) 32426682-5/32426711-5; Fax: +92 (21) 32415007

Lahore: 23-C, Aziz Avenue, Canal Bank, Gulberg V, P.O. Box 39, Lahore-54660, Pakistan; Tel: +92 (42) 35715864-71; Fax: +92 (42) 35715872
Kabul: Apartment No 3, 3rd Floor, Doost Tower, Haji Yaqub Square, Kabul, Afghanistan; Tel: +93 (779) 315320, +93 (799) 315320



THE BANK OF AZAD JAMMU AND KASHMIR
CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION
AS AT JUNE 30, 2015

(Un-audited) (Audited)
June 30, December 31,
2015 2014
Note (Rupees in '000)
ASSETS
Cash and balances with treasury banks 861,210 300,844
Balances with other banks 3,096,197 3,368,668
Lendings to financial institutions - -
Investments 6 1,257,619 1,222,645
Advances 7 2,510,018 2,256,907
Operating fixed assets 121,384 111,354
Deferred tax assets - -
Other assets 353,142 324,634
8,199,570 7,585,052
LIABILITIES
Bills payable 8,820 5,651
Borrowings from financial institutions - -
Deposits and other accounts 7,207,632 6,642,949
Sub-ordinated loans - -
Liabilities against assets subject to finance lease - -
Deferred tax liabilities 616 488
Deferred Government grant 4 9
Other liabilities 102,489 110,822
7,319,561 6,759,819
NET ASSETS 880,009 825,233
REPRESENTED BY:
Share capital 654,981 654,981
Reserves - -
Unappropriated profit / Unremitted profit 204,259 155,350
859,240 810,331
Surplus on revaluation of assets - net 20,769 14,902
880,009 825,233
CONTINGENCIES AND COMMITMENTS 8

The annexed notes 1 to 11 form an integral part of this condensed interim financial information.
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THE BANK OF AZAD JAMMU AND KASHMIR
CONDENSED INTERIM PROFIT AND LOSS ACCOUNT (UN-AUDITED)
FOR THE HALF YEAR ENDED JUNE 30, 2015

June 30, 2015 June 30, 2014
For the For the For the For the
quarter half year quarter half year
ended ended ended ended
(Rupees in '000)
Mark-up / return / interest earned 198,057 402 995 171,309 328,298
Mark-up / return / interest expensed 90,144 189,095 89,904 175,711
Net mark-up / interest income 107,913 213,900 81,405 162,587

Provision against non-performing loans and advances

(Reversal)/Provision against lending
to financial institution
Provision for diminution in value of investments

Bad debts written off directly

5,814 21,018 7,332 13,932
Net mark-up / interest income after provisions 102,099 192,882 74,073 138,655

NON MARK-UP / INTEREST INCOME

Fee, commission and brokerage income
Dividend income
Income from trading in government securities

Income from dealing in foreign currencies
Gain on sale of securities - net
Other income

Total non-markup / interest income 6,120 14 246 19,150 25 201
108,225 207,128 93,223 163,856

NON MARK-UP / INTEREST EXPENSES

Administrative expenses 66,855 130,362 53 699 109, 589
Other provisions / write offs
Other charges

Total non-markup / interest expenses 66,855 _ 130,362 53,699 105,589
41 370 76, 766 39,524 58,267
Extra ordinary / unusual items - -
PROFIT BEFORE TAXATION 41,370 76,766 39, 524 58, 267
- Prior years
14,536 536 - 27,857 - 10,658 16,965 965
PROFIT AFTER TAXATION 20, ~ 26,834 T 48,909 ~ 28,866 41,302

_.___A_______l_—____._J__—

Earning Per Share - Rupees 0.41 0.75 0.44 0.63

The annexed notes 1 to 11 form an integral part of this condensed interim financial information.
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THE BANK OF AZAD JAMMU AND KASHMIR
CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)
FOR THE HALF YEAR ENDED JUNE 30, 2015

June 30, June 30,

2015 2014
(Rupees in '000)
CASH FLOW FROM OPERATING ACTIVITIES

Profit before taxation 76,766 58,267
Less: Dividend income 1,390 2,398
75,376 55,869

Adjustments for non-cash charges:
Depreciation
Provision against non-performing loans and advances
Provision / (Reversal) against lending to financial institutions
Gain on sale of operating fixed asset
Amortization of deferred government grant

29,631
105,007
(Increase) / decrease in operating assets
Lending to financial institution 4,666
Advances (274,129) (362,410)
Other assets (excluding advance taxation) 29,482 8,272
(303,611) (349,472)

Increase / (decrease) in operating liabilities

Bills payable 172
Deposits and other accounts 751,865
Other liabilities (excluding current taxation) 15,123
559,619 767,160
361,015 493,530
Income tax paid (27,407) (9,934)
Net cash flow from operating activities 333,608 483,596
CASH FLOW FROM INVESTING ACTIVITIES
Investment in available for sale securities - net (25,000) 90,000
Investment in held-to-maturity securities - net (3,455) (738,009)
Operating fixed assets (18,744) (17,167)
Sale proceeds of operating fixed assets 96 -
Dividend income 1,390 2,398
Net cash flow from investing activities (45,713) (665,176)
CASH FLOW FROM FINANCING ACTIVITIES - -
Increase/(decrease) in cash and cash equivalents 287,895 (181,580)
Cash and cash equivalents at beginning of the year 3,669,512 3,934,712
Cash and cash equivalents at end of the year 3,957,407 3,753,132

The annexed notes 1 to 11 form an integra) part of this condensed interim financial information.
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THE BANK OF AZAD JAMMU AND KASHMIR

CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY

FOR THE HALF YEAR ENDED JUNE 30, 2015

Balance as at January 1, 2014- (Audited)

Movement thereafter to the corresponding period
end in the prior year

Net profit for the period
Other comprehensive income

Balance as at June 30, 2014- (Un-audited)

Movement thereafter to the corresponding period
end in the prior year to the prior year end

Net profit for the period
Other comprehensive iIncome

Balance as at December 31, 2014- (Audited)
Movement thereafter to the current period

Net profit for the period
Other comprehensive income

Balance as at June 30, 2015- (Unaudited)

The annexed notes 1 to 11 form an integral part of this condensed interim financial information.
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Share Statutory Unappropriated Total
capital reserve profit
Rupees in ‘000
654,981 - 75,347 730,328
41,302 41,302
- - 41,302 41,302
654,981 - 116,649 771,630
38,701 38,701
- - 38,701 38,701
654,981 - 155,350 810,331
48,909 _ 48,909 _
_ - 48,909 48,909
654,981 - 204,259 859,240

Director



THE BANK OF AZAD JAMMU AND KASHMIR
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)

FOR THE HALF YEAR ENDED JUNE 30, 2015

1.

STATUS AND NATURE OF BUSINESS

The Bank of Azad Jammu and Kashmir (the Bank) was established under The Bank of Azad Jammu and
Kashmir Act, 2005 (the Act) and is principally engaged in commercial banking and related services as a
non-scheduled bank in Azad Jammu and Kashmir State. The registered office of the Bank is situated at
Bank Square, Chatter, Muzaffarabad, Azad Jammu and Kashmir. The Government of Azad Jammu and
Kashmir holds directly and indirectly bank's entire share capital at the period end.

The Bank has 60 branches (2014: 59 branches) in Azad Jammu and Kashmir.

BASIS OF PRESENTATION

The disclosures made in this condensed interim financial information have been limited based on the
format prescribed by the State Bank of Pakistan (SBP) vide BSD Circular Letter No. 2, dated May 12,
2004 and International Accounting Standard 34, "Interim Financial Reporting". This condensed interim
financial information do not include all of the disclosures required for annual financial statements and

should be read in conjunction with the financial statements of the Bank for the year ended December 31,
2014.

STATEMENT OF COMPLIANCE

This condensed interim financial information for the half year ended June 30, 2015 is un-audited, and has
been prepared in accordance with the requirements of The Bank of Azad Jammu and Kashmir Act, 2005
and its Bye-Laws 2007 and is in accordance with the approved accounting standards as applicable in
Pakistan for Banking Companies. Bye-Laws 2007 require that the Statement of Financial Position and
Profit and Loss Account of the Bank shall be drawn up in conformity with the Rules and Regulations of
the State Bank of Pakistan and section 34 of the Banking Companies Ordinance, 1962.

The SBP, vide BSD Circular No. 10 dated August 26, 2002 has deferred the applicability of International
Accounting Standard 39, 'Financial Instrument: Recognition and Measurement' (IAS 39) and International
Accounting Standard 40, 'Investment Property' (IAS 40), for banking companies till further instructions.
Further, according to the notification of SECP dated April 28, 2008, the International Financial Reporting
Standard 7, 'Financial Instruments: Disclosures' (IFRS 7), has not been made applicable for banks.
Accordingly the requirements of these standards have not been considered in the preparation of this
condensed interim financial information. However, advances and investments have been valued/
classified and valued in accordance with the requirements prescribed by SBP through various circulars.

Amendments and interpretations to approved accounting standards effective from January 1, 2015 are
not expected to have material impact on this condensed interim financial information.

BASIS OF MEASUREMENT

This condensed interim financial information has been prepared under the historical cost convention
except for certain investments which have been marked to market and carried at fair value.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies and information of computation and significant estimates followed in the
preparation of this condensed interim financial information are the same as those used in the preparation
of the preceding annual financial statements of the Bank for the year ended December 31, 2014.

The financial risk management objectives and policies adopted by the Bank are consistent with those
disclosed in the financial statements of the Bank for the year ended December 31, 2014.



6.

6.1

INVESTMENTS
As at June 30, 2015

As at December 31, 2014

Investments by type

Available-for-sale securities
Held-to-maturity securities

Less: Provision for diminution in value
of investments
Investments (net of provisions)

Surplus on revaluation of available for
sale securities

ADVANCES
Loans, cash credits, running finances, etc.

Running finance

Demand finance

Staff loans

Micro finance

Agriculture loan

Consumer finance
-Car finance
-Finance against salary
-Personal loans
-Student loans
-Motorcycle loans
-Gold loans

Advances - gross

Held by the Given as Total

Bank collateral
(Rupees in '000)

1,257,619 - 1,257,619
1,222,645 - 1,222,645

As at June 30, 2015
Held by the Given as Total

Bank collateral
(Rupees in '000)

195,000 - 195,000
1,089,482 - 1 ,089,{82
1,284,482 ~ 1,284,482

_ (499400 - _ (493940)
1,234,542 - 1,234,542
23,077 - 23,077
1,257,619 - 1,257,619
June 30, December
2015 31, 2014

(Rupees in '000)

Provision for non-performing loans and advances

Specific provision
(General provision

Advances - net of provision

486,851 495,142
158,364 170,642
75,439 71,032
107,891 96,425
355,049 207.493
27,012 29,400
1.111,581 961,376
81,495 74,958
1,500 22 870
1,420 82

228 739 231,792

2 635,341 2.361,212
(59,258) (47,060)
(125,323) (104,305)

2,510,018 2,256,907
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