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~UDITORS’ REPORT TO THE MEMBERS

miroduction

‘= have audited the accompanying financial statements of The Bank of Azad Jammu and Kashmir (the
==nk), which comprise the statement of financial position as at December 31, 2015, and the profit and
=SS account, statement of comprehensive income, cash flow statement and statement of changes in
=2uiy for the year then ended, and a summary of significant accounting policies and other explanatory
~farmation (here-in-after referred to as the financial statements).

Wanagement’s responsibility for the financial statements

“=nagement is responsible for the preparation and fair presentation of these financial statements in
=czordance with the approved accounting standards as applicable in Pakistan and the requirements of The
Sark of Azad Jammu and Kashmir Act, 2005 (the Act) and its Bye-Laws 2007 (the Bye-Laws), and for such
~=mal control as management determines is necessary to enable the preparation of financial statements that
== Tee from material misstatement, whether due to fraud or error.

“aditor’s responsibility

—.r responsibility is to express an opinion on these financial statements based on our audit. We conducted our
=0T in accordance with International Standards on Auditing. Those standards require that we comply with
="zzlrequirements and plan and perform the audit to obtain reasonable assurance about whether the financial
F==ments are free from material misstatermnent.

== zudit involves performing procedures to obtain audit evidence about the amounts and disclosures in
= fnancial statements. The procedures selected depend on the auditor's judgment, including the
#===ssment of the risks of material misstatement of the financial statements, whether due to fraud or error.
= —aking those risk assessments, the auditor considers internal control relevant to the entity’s preparation
@2 f=2ir presentation of the financial statements in order to design audit procedures that are appropriate
= = circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
“=mal control. An audit also includes evaluating the appropriateness of accounting policies used and the
‘==sonableness of accounting estimates made by management, as well as evaluating the overall
w===ntation of the financial statements.

= oelieve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
2 =zudit opinion.

Ciminion

" = opinion, the financial statements present fairly, in all material respects, the financial position of The
Sare of Azad Jammu and Kashmir as at December 31, 2015, and its financial performance and its cash

s for the year then ended in accordance with the approved accounting standards as applicable in
“=usizn and the requirements of the Act and the Bye-Laws.

er matter

= Tnancial statements of the Bank for the year ended December 31, 2014 were audited by another firm of
~ar=red Accountants, who expressed an unqualified opinion thereon vide their report dated June 10, 2015.
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THE BANK OF AZAD JAMMU AND KASHMIR
STATEMENT OF FINANCIAL POSITION
AS AT DECEMBER 31, 2015

ASSETS

Cash and balances with treasury banks
Balances with other banks

Lending to financial institutions
Investments

Advances

Operating fixed assets

Deferred tax assets

Other assets

LIABILITIES

Bills payable

Borrowings

Deposits and other accounts

Sub-ordinated loans

Liabilities against assets subject to finance lease
Deferred tax liabilities

Deferred Government grant

Other liabilities

NET ASSETS

REPRESENTED BY

Share capital
Reserves
Unappropriated profit

Surplus on revaluation of assets - net of tax

CONTINGENCIES AND COMMITMENTS

The annexed notes 1 to 40 form an integral part of these financial statements.
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Chairman Managing Director

Note
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Director

2015

2014

Rupees in '000

873,616 300,844
3,144,100 3,368,668
1,150,465 1,172,192
2,833,606 2,256,907

125,283 111,354

1,881 -

326,479 364,087

8,455,430 7,574,052

7,634 5,551
7,440,877 6,642,949
- 488

- 9

117,642 99 822
7,566,153 6,748,819

889,277 825,233

785,977 654,981

94 519 155,350

880,496 810,331

8,781 14,902

889,277 825,233
Director




THE BANK OF AZAD JAMMU AND KASHMIR
PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED DECEMBER 31, 2015

Mark-up / return / interest earned

Mark-up / return / interest expensed
Net mark-up / interest income
Provision against non-performing loans and advances - net
Reversal of provision against lending to financial institution
Provision for diminution in the value of investments - net
Bad debts written off directly

Net mark-up / interest income after provisions
Non mark-up / interest income

Fee, commission and brokerage income

Dividend income

Income from dealing in foreign currencies

Gain on sale of securities - net

Unrealized gain / (loss) on revaluation of investments
classified as held for trading - net

Other income

Total non-markup / interest income

Non mark-up / interest expenses

Administrative expenses

Other provisions / write offs

Other charges

Total non-markup / interest expenses

Extraordinary / unusual items
Profit before taxation
Taxation — current
— prior year
— deferred

Profit after taxation
Unappropriated profit brought forward
Profit available for appropriation

Basic earnings per share - Rupees

Note

22
23

9.4

24

25

26

27

28

The annexed notes 1 to 40 form an integral part of these financial statements.

Chairman Managing Director

Director

2015 2014
Rupees in '000

794,704 723,400
375,948 377,681
418,756 345,719
46,558 57,511
- (4,666)
460 -
47,018 52,845
371,738 292,874
22,602 19,605
2,235 4,433
9,065 29,712
5,060 2,745
38,962 56,495
410,700 349,369
280,424 243,351
4,836 -
285,260 243,351
125,440 106,018
125,440 106,018
(48,497) (29,108)
(12,220) -
5,442 3,093
(565,275) (26,015)
70,165 80,003
155,350 75,347
225,515 155,350
0.89 1.22
Director




THE BANK OF AZAD JAMMU AND KASHMIR
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED DECEMBER 31, 2015

2015 2014
Rupees in '000

Profit after taxation : 70,165 80,003
Other comprehensive income

Components of comprehensive income not reflected in equity

(Deficit) / surplus on revaluation of available for sale securities (3,048) 3,009
Related deferred tax credit / (expense) 1,067 (301)
Deferred tax expense for the prior period (4,140) -
(6,121) 2,708
Comprehensive income transferred to equity - net of tax 64,044 82,711

Surplus / (deficit) on revaluation of "available for sale securities - net of tax" has been shown in the
Statement of Comprehensive Income in order to comply with the revised "Prudential Regulations for
Corporate/Commercial Banking" issued by the State Bank of Pakistan.

The annexed notes 1 to 40 form an integral part of these financial statements.

M

Chairman Managing Director Director Director



THE BANK OF AZAD JAMMU AND KASHMIR
CASH FLOW STATEMENT
FOR THE YEAR ENDED DECEMBER 31, 2015

Cash flow from operating activities

Profit before taxation
Less: dividend income

Adjustments:
Depreciation
Provision against non-performing loans and advances
Provision against other receivables
Reversal of provision against lending to financial institutions
Charge for defined benefit plan
Gain on sale of fixed assets
Amortization of deferred government grant

(Increase) / decrease in operating assets
Advances
Lending to financial institutions
Other assets

increase / (decrease) in operating liabilities
Bills payable
Deposits and other accounts
Other liabilities

Cash generated from operations

Payment made to defined benefit plan
Income tax paid
Net cash generated from operating activities

Cash flow from investing activities

Net investment in available for sale securities

Net investment in held to maturity securities
Dividend income

Investments in operating fixed assets

Sale proceeds of operating fixed assets disposed off
Net cash flow from investing activities

Cash flow from financing activities

Increase / (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the year

The annexed notes 1 to 40 form an integral part of these financial statements.

Chairman Managing Director

Note

29

Director

2015

2014

Rupees in '000

125,440 106,018
2,235 4,433
123,205 101,585
17,705 15,406
46,558 57,511
4,815 -
- (4,666)
6,186 5,259
(97) -
9) (9)
75,158 73,501
198,363 175,086
(623,257) (636,271)
- 4,666
28,487 (85,973)
(594,770) (717,578)
2,082 1,091
797,928 1,275,054
(10,884 24,575
789,126 1,300,720
392,719 758,228
(6,186) (5,259)
(27,706) (28,191)
358,827 724,778
25,000 20,000
(6,321) (985,634)
2,235 4,433
(31,634) (28,777)
97 -
(10,623) (989,978)
348,204 (265,200)
3,669,512 3,934,712
4,017,716 3,669,512
Director



THE BANK OF AZAD JAMMU AND KASHMIR
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2015

Share capital Unappropriated Total
profit
Rupees in '000
Balance as at January 1, 2014 654,981 75,347 730,328

Total comprehensive income for the year ended
December 31, 2014

Net profit for the year ended December 31,2014 - 80,003 80,003
Other comprehensive income related to equity -

- 80,003 80,003

Balance as at January 1, 2015 654,981 155,350 810,331

Total comprehensive income for the year ended
December 31, 2015

Net profit for the year ended December 31,2015 - 70,165 70,165
Other comprehensive income related to equity -

- 70,165 70,165

Transactions with owners, recorded directly in equity
Issue of bonus shares @ 20% of paid up capital 130,996 (130,996) -
Balance as at December 31, 2015 785,977 94,519 880,496

The annexed notes 1 to 40 form an integral part of these financial statements.

ot

Chairman Managing Director Director Director



THE BANK OF AZAD JAMMU AND KASHMIR
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2015

1.

3.1

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 year end.

The Bank has 64 branches (2014: 59 branches) in Azad Jammu and Kashmir.

BASIS OF PRESENTATION

These financial statements have been presented in accordance with the requirements of format prescribed by
the State Bank of Pakistan's BSD Circular No 4 dated February 17, 2006, The Bank of Azad Jammu and
Kashmir Act, 2005 (the Act) and its Bye-Laws 2007 (the Bye-Laws).

Items included in the financial statements are measured using the currency of the primary economic
environment in which the Bank operates. The financial statements are presented in Pak Rupee, which is the
Bank's functional and presentation currency. Figures have been rounded off to the nearest thousand of rupees
unless otherwise stated.

STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with the approved accounting standards as
applicable in Pakistan and the requirements of the Act and its Bye-Laws. Approved accounting standards
comprise of such International Financial Reporting Standards (IFRS) issued by the International Accounting
Standard Board (IASB) as are notified under the Companies Ordinance 1984, provisions of and directives
issued under the Companies Ordinance 1984 and the Banking Companies Ordinance, 1962 or directives
issued by the Securities and Exchange Commission of Pakistan and the State Bank of Pakistan (SBP). In case
the requirements differ, the provisions of and directives issued under the Companies Ordinance, 1984 and the
Banking Companies Ordinance, 1962 and the directives issued by SBP shall prevail. Bye-Laws 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.

International Accounting Standard 39, "Financial Instruments: Recognition and Measurement’, International
Accounting Standard 40, "Investment Property" and International Financial Reporting Standard 7, "Financial
Instruments: Disclosure" are not applicable to banking companies in Pakistan. Accordingly, the requirements of
these Standards have not been considered in the preparation of these financial statements. Accordingly,
investments have been classified and valued in accordance with the requirements prescribed by the SBP
through various circulars.

Standards, interpretations and amendments to approved accounting standards that are not yet
effective

The following amendments and interpretations to published accounting standards were effective during the
year and have been adopted by the Bank:

Effective date (annual periods
beginning on or after)

IFRS3 Business Combinations (Amendments) July 1, 2014
IFRS8 Operating Segments (Amendments) July 1, 2014
IAS 1 Presentation of Financial Statements (Amendments) : July 1, 2014
IAS 16  Property, Plant and Equipment (Amendments) July 1, 2014
IAS 19  Employee Benefits (Amendments) July 1, 2014
IAS 24  Related Party Disclosures (Amendments) July 1, 2014

IAS 38 Intangible Assets (Amendments) July 1, 2014
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The following standard has been issued by the International Accounting Standards Board (IASB), which is yet
to be notified by the Securities and Exchange Commission of Pakistan (SECP) for the purpose of its
applicability in Pakistan:
Effective date (annual periods
beginning on or after)

IFRS1  First-Time Adoption of International Financial Reporting Standards July 1, 2009

Following standards and amendments were notified by SECP for the purpose of their applicability in Pakistan
from annual periods beginning on or after January 1, 2015.

IFRS 10 Consolidated Financial Statements

IFRS 11 Joint Arrangements

IFRS 12 Disclosure of Interests in Other Entities

IFRS 13 Fair Value Measurement

IAS 27  Separate Financial Statements

IAS28 Investments in Associates and Joint Ventures

[IFRS 10 Consolidated Financial Statements (Amendments)
IFRS 12 Disclosure of Interests in Other Entities (Amendments)
IFRS 13 Fair Value Measurement (Amendments)

IAS 27  Separate Financial Statements (Amendments)

Following standards and amendments to published accounting standards will be effective in future periods and
have not been early adopted by the Bank.
Effective date (annual periods
beginning on or after)

IFRS5 Non-current Assets Held for Sale and Discontinued Operations

(Amendments) January 1, 2016
IFRS 7  Financial Instruments: Disclosures (Amendments) January 1, 2016
IFRS 9 Financial Instruments January 1, 2018
IFRS 10 Consolidated Financial Statements (Amendments) January 1, 2016
IFRS 11 Joint Arrangements (Amendments) January 1, 2016
IFRS 12 Disclosure of interests in Other Entities ( Amendments) January 1, 2016
IFRS 14 Regulatory Deferral Accounts January 1, 2016
IFRS 15 Revenue from Contracts with Customers : January 1, 2017
IAS 1 Presentation of Financial Statements (Amendments) January 1, 2016
IAS 16  Property, Plant and Equipment (Amendments) January 1, 2016
IAS 19  Employee Benefits (Amendments) January 1, 2016
IAS 27  Separate Financial Statements (Amendments) January 1, 2016
IAS 28 Investments in Associates and Joint Ventures (Amendments) January 1, 2016
IAS 34 Interim Financial Reporting (Amendments) January 1, 2016
IAS 38 Intangible Assets (Amendments) January 1, 2016

The management anticipates that adoption of above standards and amendments in future periods will have no
material impact on the Bank's financial statements other than in presentation/disclosure.

BASIS OF MEASUREMENT
Accounting convention

These financial statements have been prepared under the historical cost convention as modified for certain
investments which are carried at fair values.
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Use of critical accounting estimates and judgments

The preparation financial statements in conformity with approved accounting standards as applicable in
Pakistan requires the use of certain accounting estimates. It also requires management to exercise its
judgement in the process of applying the Bank's accounting policies. The Bank uses estimates and
assumptions concerning the future. The resulting accounting estimate will, by definition, seldom equal the
related actual results. Estimates and judgments are continually evaluated and are based on historical
experience and other factors, including expectations of future events that are believed to be reasonable under
the circumstances. The areas involving a higher degree of judgment or complexity, or areas where
assumptions and estimates are significant to the financial statements are as follow:

i)  classification of investments (note 5.2)

ii)  provision against investments (note 5.2), advances (note 5.3), operating fixed assets (note 5.4)
and other assets (note 5.5)

iii)  valuation and impairment of available for sale securities (note 5.2)

iv) useful life of property and equipment, intangible assets and revaluatlon of land (note 5.4)

v) taxation (note 5.7)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

Cash and cash equivalents

Cash and cash equivalents comprise of cash and balances with treasury banks, balances with other banks, call
lendings and placements with financial institutions having maturities of three months or less.

Investments
Investments are classified as follows:

Held for trading

These represent securities acquired with the intention to trade by taking advantage of short-term market /
interest rate movements. These are marked to market and surplus / deficit arising on revaluation of ‘heid for
trading’ investments is taken to profit and loss account in accordance with the requirements of the State Bank
of Pakistan's BSD Circular No. 10 dated July 13, 2004.

Available for sale

These represent securities which do not fall under 'held for trading' or 'held to maturity' categories. In
accordance with the requirements of the SBP's BSD Circular No. 20 dated August 04, 2000 and BPRD circular
06 dated June 26, 2014, available for sale securities for which ready quotations are available on Reuters Page
(PKRV) or Stock Exchanges are valued at market value and the resulting surplus / deficit is taken through
"Statement of Comprehensive Income" and is shown below the shareholders' equity in the statement of
financial position. Where the decline in prices of available for sale equity securities is significant and prolonged,
it is considered impaired and included in profit and loss account. Impairment loss on available for sale debt
securities is determined in accordance with the requirements of Prudential Regulations issued by the SBP.

Unquoted equity securities are valued at the lower of cost and break-up value. Break-up value of equity
securities is calculated with reference to the net assets of the investee as per the latest audited financial
statements. Investments in other unquoted securities are valued at cost less impairment losses, if any.

Held to maturity

These represent securities acquired with the intention and ability to hold them upto maturity. These are carried
at amortized cost in accordance with the requirements of the State'Bank of Pakistan's BSD Circular No. 14
dated September 24, 2004.

All purchases and sales of investment that require delivery within the time frame established by regulations or
market convention are recognized at the trade date, which is the date the Bank commits to purchase or sell the
investments.
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5.5

5.6

5.7

Advances

Advances are stated net of provisions for non-performing advances. The Bank reviews its loan portfolio and
debt securities classified as investments to assess the amount of non-performing loans and advances and debt
securities and provision required there-against. While assessing this requirement various factors including the
delinquency in the account, financial position of the borrower, the forced sale value of securities and
requirements of the Prudential Regulations are considered. For portfolio impairment provision on consumer
advances, the Bank follows the general provision requirement set out in Prudential Regulations.

The provisions against non-performing advances are charged to the profit and loss account. Advances are
written off when there is no realistic prospect of recovery.

Capital work-in-progress, operating fixed assets and depreciation
Capital work-in-progress
Capital work in progress is stated at cost less impairment losses if any.

Tangible assets

Fixed assets are stated at cost less impairment losses and accumulated depreciation except for freehold /
leasehold land which is not depreciated.

Intangible assets
Intangible assets are carried at cost less accumulated amortization and impairment losses, if any.
Depreciation / amortization

Depreciation / amortization is computed on monthly basis over the estimated useful lives of the related assets
at the rates set out in note 10.2 on monthly basis. The cost of assets is depreciated / amortized on a straight
line basis. Depreciation / amortization is charged for the full month of purchase / acquisition / availability for use
of an asset while no depreciation / amortization is charged in the month of disposal of an asset. Maintenance
and normal repairs are charged to profit and loss account as and when incurred. Major renewals and
improvements are capitalized. Gains and losses on disposal of operating fixed assets are taken to the profit
and loss account.

In making estimates of the depreciation / amortization, the management uses useful life and residual value
which reflects the pattern in which economic benefits are expected to be consumed by the Bank. The useful life
and the residual value are reviewed at each financial year end and any change in these estimates in future
years might effect the carrying amounts of the respective item of operating fixed assets with the corresponding
effect on depreciation / amortization charge.

Impairment

The carrying amount of the Bank's assets are reviewed at the reporting date to determine whether there is any
indication of impairment. If such indications exist, the asset's recoverable amount is estimated in order to
determine the extent of the impairment loss, if any. Impairment loss is recognized as expense in the profit and
loss account. An impairment loss is reversed only to the extent that the asset's carrying amount does not
exceed the carrying amount that would have been determined, net of depreciation or amortization, if no
impairment loss had been recognized.

Deposits

Deposits are initially recorded at the amount of proceeds received. Mark-up accrued on deposits is recognized
separately as part of other liabilities and is charged to the profit and loss account on a time proportion basis.

Taxation

Income tax on the profit or loss for the year comprises current and deferred tax. Income tax is recognized in the
profit and loss account, except to the extent that it relates to items recognized directly in other comprehensive
income or below equity, in which case it is recognized in other comprehensive income or below equity.
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5.13
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Current

Provision for current tax is the expected tax payable on the taxable profit for the year using tax rates applicable
at the date of statement of financial position and any adjustment to tax payable for previous years.

Deferred

Deferred tax is provided for by using the balance sheet liability method, providing for temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and the amount used for
taxation purposes. The amount of deferred tax provided is based on the expected manner of realization or
settlement of the carrying amount of assets and liabilities using tax rates enacted or substantively enacted at
the date of statement of financial position. A deferred tax asset is recognized only to the extent that it is
probable that the future taxable profit will be available and credits can be utilized. Deferred tax assets are
reduced to the extent it is no longer probable that the related tax benefit will be realized. Deferred tax, on
revaluation of investments, if any, is recognized as an adjustment to surplus / (deficit) arising on such
revaluation.

Staff retirement benefits

Gratuity scheme

The Bank operates funded defined contributory gratuity scheme for all its permanent employees. Contributions
are made by the Bank on monthly basis at the rate of one month last drawn basic pay for each completed year
of service. However, no contribution will be made for those employees who are on deputation in the Bank or on
extraordinary leave. Gratuity for service rendered during any part of the year shall be payable proportionately.

Provident fund

The Bank operates funded defined contributory provident fund scheme for all its permanent employees. Equal
monthly contributions are made by the Bank and the employees at the rate of 8.33% of basic pay.

Revenue recognition

Mark-up / interest on advances and return on investments is recognized on accrual basis except on classified
advances and investments which is recognized on receipt basis. Mark-up / interest on rescheduled /
restructured advances and investments is recognized as permitted by the regulations of the SBP, except where
in the opinion of the management it would not be prudent to do so.

Fee, commission, etc. are recognized at the time of performance of service.
Dividend income is recognized when the Bank’s right to receive the dividend is established.

Purchase and sale of investments are recorded on the dates of contracts. Gains / losses on sale of
investments are also recorded on those dates and are included in income currently.

Government grant

Government grant related to assets are reflected in the Statement of Financial Position as deferred
government grant which is recognized as income over the useful life of the depreciable assets equivalent to
related depreciation charge.

Revenue grants are recognized as income necessary to match these grants with the related expenses incurred.
Foreign currency transactions

Assets and liabilities in foreign currencies are translated into Pak Rupees at the exchange rates prevailing at
the date of Statement of Financial Position.

Provisions

Provisions other than provision on advances (stated in note 5.3) are recognized when the Bank has a present
legal and constructive obligation arising as a result of past events and it is probable that an outflow of
resources embodying economic benefits will be required to settle the obligation and a reliable estimate of the
amount of the obligation can be made.
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Off setting

Financial assets and financial liabilities are set off and the net amount is reported in the financial statements
when there is a legal enforceable right to set off and the Bank intends either to settle on a net basis, or to
realize the assets and settle the liabilities, simultaneously.

Financial assets and liabilities

Financial assets and financial liabilities are recognized at the time when the Bank becomes a party to the
contractual provision of the instrument. Financial assets are de-recognized when the contractual right to future
cash flows from the asset expires or is transferred along with the risk and reward of the asset. Financial
liabilities are de-recognized when obligation specific in the contract is discharged, cancelled or expired. Any
gain or loss on de-recognition of the financial asset and liability is recognized in the profit and loss account of
the current period. The particular recognition and subsequent measurement methods adopted for significant
financial assets and financial liabilities are disclosed in the individual policy statements associated with them.

Appropriations subsequent to the date of statement of financial position

Appropriations subsequent to year end are recognised during the year in which those appropriations are made.
Segment reporting

A segment is a distinguishable component of the Bank that is engaged in providing products or services
(business segment) or in providing product or services within a particular economic environment (geographical

segment), which is subject to risks and rewards that are different from those of other segments. The Bank'’s
primary format of reporting is based on business segments.

Business segment

Corporate financing

Corporate financing includes corporate and investment banking activities such as mergers and acquisition,
underwriting, privatization, research, debt (government, high yield), equity, syndications, initial public offers and
secondary private placements.

Trading and sales
Trading and sales includes the Bank’s fixed income, equity, foreign exchanges, commodities, credit, funding,
own position securities, lending and repos, brokerage debt and prime brokerage.

Retail banking
Retail banking segment provides retail lending and deposits, banking services, trust and estates, investment
advice, merchant / commercial / corporate cards and private labels and retail.

Commercial banking
Commercial banking segment provides services related to project finance, real estate, export finance, trade
finance, factoring, leasing, lending, guarantees and bills of exchange to corporate customers.

Payment and settlement
Payment and settlement includes income from payments and collections, funds transfer, clearing and
settlement.

Agency service

Agency service include escrow, depository receipts, securities lending (customers) corporate actions and
issuing and paying agents.

Retail brokerage

All brokerage services provided by the Bank are included in this line of business.

5.17.2 Geographical segments

5.18

The Bank operates in Azad Jammu and Kashmir.
Earning per share

The Bank presents earnings per share (EPS) data for its ordinary shares. EPS is calculated by dividing the
profit or loss attributable to ordinary shareholders of the Bank by the weighted average number of ordinary
shares outstanding during the year.
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2015 2014
CASH AND BALANCES WITH TREASURY BANKS Rupees in '000
In hand:
Local currency 73,839 58,828
With National Bank of Pakistan in:
Local currency saving accounts 99,777 42,016
Local currency deposit accounts - note 6.1 700,000 200,000

873,616 300,844

This represents term deposits carrying markup at rates ranging between 4.00% to 6.25% (2014: 9.00% to 9.95%) per annum with
maturities upto three months.

2015 2014
BALANCES WITH OTHER BANKS Rupees in '000
In Pakistan (Azad Jammu and Kashmir)
On current accounts 50,025 150,000
On deposit accounts - note 7.1 & 7.2 3,094,075 3,218,668

3,144,100 3,368,668

These include saving deposits carrying markup at rates ranging between 4.00% to 6.15% (2014: 7% to 9.25%) per anum.

These also include term deposits carrying markup at rates ranging between 6.00% to 19.84% (2014: 9.25% to 19.84%) per
annum. Term deposits include an amount of Rs 300 million (2014: Rs 300 million) placed with a bank maturing in 2024.
Remaining term deposits have maturities upto twelve months.

INVESTMENTS 2015 ' 2014
Held by Given as Held by Given as
Investments by types: Bank collateral Total Bank collateral Total
Rupees in '000
Available for sale (AFS) securities
Units of open end mutual funds - note 8.4 145,000 - 145,000 170,000 - 170,000
Held to maturity securities
Pakistan Investment Bonds - note 8.5 991,955 - 991,855 985,634 - 985,634
Term Finance Certificates - note 8.6 49,940 - 49,940 49,940 - 49,940
1,041,895 - 1,041,895 1,035,574 - 1,035,574
Investment at cost 1,186,895 - 1,186,895 1,205,574 - 1,205,574
Provision for diminution in value of investment (49,940) - (49,940) (49,940) - (49,940)
Investments (net of provision) 1,136,955 - 1,136,955 1,155,634 - 1,155,634
Surplus on revaluation of AFS securities-net 13,510 - 13,510 16,558 - 16,558
Total investments at market value 1,150,465 - 1,150,465 1,172,192 - 1,172,192
2015 2014
Investments by segments: ’ Rupees in ‘000
Pakistan Investment Bonds 991,955 985,634
Units of open end mutual funds 145,000 170,000
Term Finance Certificates - listed 49,940 49,940
Total investment at cost 1,186,895 1,205,574
Provision for diminution in value of investment - note 8.3 (49,940) (49,940)
Investments (net of provision) 1,136,955 1,155,634
Surplus on revaluation of AFS securities - net ' 13,510 16,558

Total investments at market value 1,150,465 1,172,192




8.3

8.3.1
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8.5

8.6

8.6.1

8.7

2015 2014
Rupees in '000
Particulars of provision for diminution in value of investments

Opening balance 49,940 49,940
Charge for the year - -
Closing balance 49,940 49,940

Particulars of provision in respect of type and segment
Held-to-maturity securities
Term finance certificates - listed 49,940 49,940

Units of open end mutual funds - listed

Paid up value

No. of units per unit 2015 2014
2015 2014 Rupees Name of mutual fund Rupees in '000
891,458 1,710,355 63.24 National Investment Unit Trust Fund 50,000 100,000
3,184,047 2,801,748 10.42 NIT Government Bond Fund 30,000 30,000
2,501,712 - 9.86 NIT Islamic Equity Fund 25,000 -
373,677 344 440 51.53 AKD Cash Fund 15,000 15,000
228,959 231,906 109.32 MCB Dynamic Cash Fund- 25,000 25,000
145,000 170,000

Pakistan Investment Bonds carry markup at rates ranging between 11.25% to 11.50% (2014: 11.25% to 11.50%) per
annum with semi annual coupon payments and principal repayment maturing between July 2016 to July 2018.

Investments in term finance certificates - listed

Redeemable

No. of certificates . value per 203 2014
2015 2014 Name of company certificate Rupees in '000
10,000 10,000 Pace Pakistan Limited 4,994 49,940 49,940
Paid up value of each security held was Rs. 5,000 per certificate, carrying markup of KIBOR + 1.5% maturing in 2017.
Quality of available for sale securities
2015 2014
Market value - Rating Market value Rating
Rupees in Rupees in
Local securities '000 ‘000
Units of open end mutual funds
National Investment Unit Trust Fund 56,376 4 - Star 112,935 4 - Star
NIT Government Bond Fund 33,183 AA- 30,495 AA-
NIT Islamic Equity Fund 24,667 AA- - -
AKD Cash Fund 19,254 AA+ 18,017 AA+
MCB Dynamic Cash Fund 25,030 - AA+ 25111 AA+
158,510 186,558

Ratings for these equity securities represent 'Funds Ratings'. Local securities have either been rated by 'The Pakistan
Credit Rating Agency Limited (PACRA) or 'JCR-VIS Credit Rating Company Limited (JCR-VIS). These ratings reflect
independent credit risk assessment by respective credit rating entities.



9.1

9.11

9.1.2

9.2

ADVANCES

Loans, cash credits, running finances, etc.
In Pakistan (Azad Jammu and Kashmir)
Running and demand finance - note 9.2
Agriculture finance loans

Micro finance loans

Consumer finance loans

Staff loans

Advances - gross

Provision for non-performing loans and advances - note 9.4
Specific provision
General provision

Advances - net of provision

Particulars of advances (Gross)

In local currency
In foreign currency

Short term (for upto one year)
Long term (for over one year)

In Pakistan (Azad Jammu and Kashmir)
Outside Pakistan

2015

2014

Rupees in '000

850,572 665,784
414,246 207,493
109,617 96,425
1,532,973 1,320,478
77,081 71,032
2,084,469 2,361,212
(94,059) (57,245)
(56,804) (47,060)
(150,863) (104,305)
2,833,606 2,256,907
2,984,469 2,361,212
2,984,469 2,361,212
837,900 804,892
2,146,569 1,556,320
2,984,469 2,361,212
2,984,469 2,361,212
2984469 2,361,212

These include advances to a related party amounting to Rs. 304,744 thousand (2014: Rs 364,668

thousand).




"PUSPIAID }20)S 10 ysen jo Aem Ag uoinquisip 1o} a|qejiene Jou ale jusixa jeys o} Jyoid pajeudoidde
-un pue SaAasaY '110T ‘12 4990100 PSIep LL0Z 4O | "ON Jeinosio asg Jepun (Uoiiw LZG'LL SY ‘7L ‘LE 1equiadaq) uoljjiw 888'/G S sem (AS4) anleA
a|eS Pa2io 10} PajieA. J5eusq Xe} JO JaU SABINWNG ‘GLOZ ‘L€ Jaquiaoaq je Jayund Alaaoadsal (uoliiw 870'6 S (¥L0Z) Uolliiw L9E'9F S pue (uoljiw
0Z6'ClL SY 1L02Z) uolw yee L. Sy Ag Jamo| usaq aney pinom Jeak ayy Joj Jjoid xe} Jaye pue 210j8q ‘PaseaIdUl Jou Jyausq ASd By} peH Junowe swes
ayy Aq Jeak ay) Joj uoisiroid oiioads 1oy ob1eyD pasesIoap Ul PaYNSaI Sey YoIym ‘uoliw yEE L2 SY Aq pasesioul usaq sey pajlere Apeaile Jyauaq ASH eyl

v6.'9v 090°L¥ SvT'LS €98'0SL  ¥08'9S 650'v6
¥6.'9¥ 090°LY S¥T'LS €98'0G6L  ¥08'9S 650'v6
S0E'P0L  090°L¥ SvZ'LS €98'0GL  ¥08'9S 6506
LLG'2S 8€9'Gl €L8'LY 8GG'ov vv.L'6 y18'0¢
v6.L'ov zev'ile ZLE'GL GOE'¥0L  090°L¥ SYT'LS
(000, u1 saadny) (000, ut ssadny)
lejoL |eiauds) oy1oadg jejor |esauadn) syidadsg

¥10Z ‘L€ J9quadeQ

S102 ‘L€ 49quiadeqg

Aouano ubiaioy uj
Kouaind [eoo) u|

aouejeq buiso|n
10U - Jeah ay} Joy abiey)
aoueeq buiuadp

saoueApe Bujwiouad-uou Jsuiebe uoisinoid jJo siendiped

‘seoueuly fenynoube Joy uoieoyisse|o sjuasaidal siyg

SvZ' /G - GyC'/S GpT'lS - S¥T'LS £ee'ecl - £ee'eel
966 v - 966 vt 966 'ty - 966 vv GEL'LS - GEL'LS
818/ - 818', 8182 - 818'L 9le'ze - ale'ce
L'y - Lev'y LEV'y - LEV'Y 288°6¢ - 7988'6¢
(000, u1 seadny)
[ejol SeasIoAQ JHsawoq 1ejo1 seasloAQ onsawoq ejol SEasSIOAQ  dnsawoq

PIoH uoisiAoid

palinbay uoisiAoid

S8J2UBAPY pauIsse|)

¥1L0Z ‘L€ Jaquiadaq

65076 - 6506 65076 - 65076 022'0%2 - 0zz'0ve
8ee’lLg - 8ee'l8 8ce'L8 - 8ee’L8 6GL'€T = GGl'eTl
¥0L'C = $0.L'T v0.'C - ¥0.'C 25€'82 . z5€'8¢
L1001 = 11001 L1001 - L10'0L Zv9'v9 - Zv9'v9
- - - - - - LIY'ET - LLP'ET
(000, w1 seadny)
|ejor SBISIOAQ dnsawo(g |eyol SBAaSIaAQ InsawioQ |ejol SBaSIaAQ  d13sawioq

PI8H uoisiAoid

pannbay uoisiaold

S3OUBAPY polISSe|)

SL0Z ‘L€ Jaquiadaq

$S07
inggnoQ
piepuejsqnsg

uoneoyisse|o jo Aobaje)

SSO7
(njgnog
piepuejsqng

L'€°6 8jou - pauojusiy
Ajle1oadsg syossy 12410

uoneolisse|o jo Alobajen

:MOjoq pajle}ap 2l snjejs Buiwiopad-uou Jepun paoeid usaq aABY YoIUM (puesnoy £€°€Z1 SH '1.0Z) PUBSNOY} 0ZZ'0¥Z SY SpNnjoul SSoUBApPY

lo FI

L'v'6

v'6
L'€6

€6



9.5

9.6
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9.7

10.
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10.1.1
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General provision is maintained at the rate of 1.5% of secured and 5% of unsecured consumer
loans respectively. General provision also includes provision against micro finance loans at the
rate of 1% of outstanding principal as required by Prudential Regulations issued by State Bank of
Pakistan.

2015 2014
Rupees in '000
Particulars of write-offs:
Against provisions -
Directly charged to profit and loss account - 9.6.1 460 -

460 -

Represents Rs. 460 thousand advance to staff for car financing written off during the year.

2015 2014
Rupees in '000
Particulars of loans and advances to executives, directors,
associated companies etc.

Debts due by directors, executives or officers of the Bank or any of
them either severally or jointly with any other persons

Balance at the beginning of the year 18,885 16,303
Loans granted during the year 1,721 5,566
Repayments made during the year (3,240) (2,984)
Balance at the end of the year 17,366 18,885

Debts due by subsidiary companies, controlled firms, managed
modarabas and other related parties

Balance at the beginning of the year 364,668 417,835
Loans granted during the year - -

Repayments made during the year (59,924) (53,167)
Balance at the end of the year 304,744 364,668

OPERATING FIXED ASSETS

Capital work-in-progress - note 10.1 1,480 3,616
Property and equipment - note 10.2 123,803 107,738
Intangible asset - note 10.3 - -
125,283 111,354
Capital work in progress
Civil works - -
Advances to suppliers and contractors 1,480 3,616
1,480 3,616

This relates to advance to suppliers in respect of purchase of office equipment, computers and
furniture.
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10.4 Detail of disposals of operating fixed assets

1.

12.

121

12.2

12.3

13.

Particulars of assets Original  Accumulated Book Sale Particulars of buyer

cost depreciation : value proceeds

Rupees in '000
Vehicles Ex-employee
Toyota Corolla 969 969 - 97 As per Bank's policy Raja Muhammad Hanif
2015 969 969 - 97
2014 - - - -
2015 2014

DEFERRED TAX (ASSETS) / LIABILITIES
Deferred tax arising due to:

Tax depreciation

Provision against other receivables

Provision against non-performing advances
classified in sub-standard category

Surplus on revaluation of available for sale securities

Movement of deferred tax (asset) / liability

Opening deferred tax liability

Deferred (credits) / debits recognised in profit and loss arising due to:
Accelerated tax depreciation
Provision against other receivables
Provision against non-performing advances classified in sub-standard category

Deferred (credits) / debits recognised in equity arising due to:
Surplus on revaluation of available for sale securities
Closing deferred tax (asset) / liability

OTHER ASSETS

Income / mark-up accrued in local currency - note 12.1 and 12.2
Advances, deposits, advance rent and other prepayments
Advance taxation - net of provision

Branch adjustment account

Stationary and stamps in hand

Others

Provision against other assets - note 12.3
Other assets - net of provision

Rupees in '000

(1,419) (1,168)
(1,685) -
(3,506) -
(6,610) (1,168)
4,729 1,656
(1,881) 488
488 3,280
(251) (3,093)
(1,685) -
(3,506) -
(5,442) (3,093)
3,073 301
(1,881) 488
295,549 335,836
17,804 20,259
- 4,306
5,101 -
1,419 1,681
11,421 2,005
331,294 364,087
(4,815) -
326,479 364,087

This includes an amount of Rs. 3,069 thousand (2014: Rs. 3,673 thousand) on account of interest receivable from related party.

This balance has been arrived at after adjusting interest in suspense of Rs. 30,186 thousand (2014: Rs. 11,000 thousand).

Provision against other assets

Opening balance
Charge for the year
Closing balance

BILLS PAYABLE
In Pakistan (Azad Jammu and Kashmir)

2015

2014

Rupees in ‘000

4,815

4,815

7,634

5,551
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2015 2014
14. DEPOSITS AND OTHER ACCOUNTS Rupees in '000
Customers
Fixed deposits 2,469,382 2,458,194
Savings deposits 3,506,606 2,942,607
Current accounts - non remunerative 1,464,776 1,241,732
Others 113 416
7,440,877 6,642,949

14.1 Particulars of deposits
In local currency 7,440,877 6,642,949

In foreign currency

7,440,877 6,642,949
14,2 This includes deposits from related parties amounting to Rs. 3,279,865 thousand (2014: Rs. 3,143,140 thousand).
15. DEFERRED GOVERNMENT GRANT

Grant from the Government of Azad Jammu and Kashmir

- Operating fixed assets 5,485 5,485

- Prepayment included in other assets 490 490
5975 5,975

Amortization transferred to income (5,975) (5,966)
- 9

16. OTHER LIABILITIES

Mark-up / return / interest payable in local currency - note 16.1 61,924 80,832
Accrued expenses : 5,310 1,957
Provision for bonus to employees 9,000 10,000
Branch adjustment account - 434
Income tax payable 28,704 -
Others 12,704 6,599
117,642 99,822

16.1 This includes an amount of Rs. 31,022 thousand (2014: Rs. 33,940 thousand) on account of interest payable to related
parties.

17. SHARE CAPITAL

17.1 Authorised Capital

2015 2014 2015 2014
Number of shares Rupees in '000
200,000,000 200,000,000 Ordinary shares of Rs. 10 each 2,000,000 2,000,000

17.2 Issued, subscribed and paid up

2015 2014
Number of shares Ordinary shares of Rs. 10 each:
25,500,000 25,500,000 Fully paid in cash 255,000 255,000
48,082,476 34,982,863 Issued as bonus shares 480,825 349,829
5,015,200 5,015,200 Issued for consideration other than cash 50,152 50,152
78,597,676 65,498,063 785,977 654,981

17.3  The Government of Azad Jammu and Kashmir and Azad Kashmir Saw Mills Corporation own 100% percent of ordinary
shares of the Bank as on December 31, 2015 in proportion of 80% and 20% respectively.

2015 2014
Number of shares
17.4 Reconciliation of number of ordinary shares
Shares at the beginning of the year 65,498,063 65,498,063
Shares issued during the year 13,099,613

Shares at the year end 78,597,676 65,498,063




18.

19.
19.1

19.2
19.3

20.

21.

22,

221

23.

23.1

24.

25.
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2015 2014
SURPLUS ON REVALUATION OF ASSETS - NET OF TAX Rupees in '000
Surplus on revaluation of available for sale securities
Units of mutual funds - listed 13,510 16,558
Related deferred tax liability (4,729) (1,656)
8,781 14,902
CONTINGENCIES AND COMMITMENTS
Direct credit substitutes
- Guarantees in favour of
Government - -
Others - 1,300
- 1,300
Commitments to extend credit 236,323 167,628
Bills for collection 11,236 35,542

Bills for collection represent bills drawn in favour of various financial institutions on behalf of Bank's customers.
These are accepted by the Bank as an agent and the Bank does not carry any credit risk in respect of these bills.

OFF BALANCE SHEET FINANCIAL INSTRUMENTS

Off balance sheet financial instruments, referred to as derivatives are contracts the characteristics of which are
derived from those of underlying assets. These include forwards and swaps in money and foreign exchange
markets. The Bank has no off balance sheet financial instrument at the year end.

DERIVATIVE INSTRUMENTS

The Bank at present does not offer any derivative product.

2015 2014
MARK-UP / RETURN / INTEREST EARNED Rupees in '000
On loans and advances to customers - note 22.1 ) 367,786 275,290
On investment in
held to maturity securities 119,317 73,639
On deposits with financial institutions 307,601 374,471
794,704 723,400

This includes an amount of Rs. 37,524 thousand (2014: Rs. 46,197 thousand) on account of interest earned on

advance given to a related party.
2015 2014

Rupees in '000
MARK-UP / RETURN / INTEREST EXPENSED

On deposits - note 23.1 375,948 377,681

This includes an amount of Rs. 287,424 thousand (2014: Rs. 186,104 thousand) on account of interest expense
on deposits received from related parties.

GAIN ON SALE OF SECURITIES - NET

This represents gain on disposal of units of listed mutual funds.
2015 2014

Rupees in '000
OTHER INCOME

Amortization of deferred Government grant 9 9
Gain on sale of fixed asset 97 -
Site visits and fee collection charges 4 954 2,736

5,060 2,745




26.

26.1

26.2

27.

271

ADMINISTRATIVE EXPENSES

Salaries, allowances, etc.

Gratuity - note 31.1

Contribution to provident fund - note 31.2
Fee to Non Executive Directors

Rent, taxes, insurance and electricity, etc.

Legal and professional charges
Communications

Repairs and maintenance
Stationery and printing
Advertisement and publicity
Auditors' remuneration - note 26.1
Donation - note 26.2
Entertainment

Depreciation - note 10.2

Travel and conveyance
Training

Security charges

Others

Auditors' remuneration

Annual Audit
Half yearly review
Out of pocket expenses

-16-
2015

2014

Rupees in '000

145,222 135,363
6,186 5,259
3,761 3,226

429 440
30,977 21,584
1,454 169
10,112 8,061
18,392 19,026
8,017 6,090
1,224 1,878
1,320 1,320
10 25
5,695 4,051
17,705 15,406
4,814 6,109
76 331
14,271 8,653
10,759 6,360
280,424 243,351
850 900
350 300
120 120
1,320 1,320

Donation was not given to any donee in which the Bank or any of its directors or their spouses had any

interest.
TAXATION

For the year
current
deferred

For prior year(s)
current
deferred

Relationship between tax expense and accounting profit

Profit before taxation

Tax at applicable tax rate of 35 percent (2014: 35 percent)

Effect of:
Charge for prior year
Income chargeable to tax at lower rates
Others

Tax charge for the year

48,497 29,108
(3,891) (3,093)
44,606 26,015
12,220 -
(1,551) -
10,669 -
55,275 26,015
125,440 106,018
43,904 37,106
10,669 -
- (7,656)
702 (3,435)
55,275 26,015
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27.2 In terms of the Finance Act, 2015 income of the Bank derived from dividend and capital gains is now taxed at the normal tax rate
instead of previously applicable reduced rates. Further, a one time super tax at the rate of 4 percent of the taxable income has also
been levied for the tax year 2015. The effect of the above amendments incorporated in these financial statements include prior year
tax charge of Rs. 3,013 thousand (December 31, 2014: Nil) in respect of super tax and Rs. 7,656 thousand (December 31, 2014: Nil)
in respect of increased tax rates on dividend income and capital gains.

2015 2014
28. BASIC/ DILUTED EARNINGS PER SHARE
Profit for the year - Rupees '000 70,165 80,003
Weighted average number of ordinary shares - numbers 78,597,676 65,498,063
Basic earnings per share - Rupees 0.89 1.22
There is no dilutive effect on the basic earnings per share of the Bank.
2015 2014

Rupees in '000
29. CASH AND CASH EQUIVALENTS

Cash and balances with treasury banks 873,616 300,844
Balances with other banks 3,144,100 3,368,668
4,017,716 3,669,512

Number of employees
30. STAFF STRENGTH

Permanent 227 222
Temporary / on contract basis 130 107
Daily wages 8 11
Bank's own staff strength at the end of the year 365 340
Outsourced 123 95
Total staff strength at the end of the year 488 435

31. STAFF RETIREMENT BENEFITS

31.1 Gratuity
The Bank contributed Rs. 6,186 thousand (2014: Rs. 5,259 thousand) during the year towards employees gratuity fund.

31.2 Provident fund
The Bank contributed Rs. 3,761 thousand (2014: Rs. 3,226 thousand) during the year towards employees contributory provident

fund.
31.21  The details of size and investment of the provident fund is as follows:
2015 2014
Un-audited Audited
Rupees in '000
Size of the Fund 43,890 34,220
Cost of investments 43,730 34,002
Fair value of investment 43,890 34,220
Percentage of investments 100% 99%
31.2.2 Breakup of provident fund investments
2015 2014
Rupees in '000 Percentage Rupees in '000 Percentage
Balances with banks 24,583 56% 17,303 51%
Margin financing for eligible securities 19,147 44% 16,699 49%
43,730 100% 34,002 100%

All investments out of provident fund trust have been made in accordance with the provisions of Section 227 of the Companies
Ordinance, 1984 and the rules formulated for this purpose.
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FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable
willing parties in an arm's length transaction.

The fair values of traded investments are based on quoted market prices, except for tradable securities
classified as 'held-to-maturity' which are carried at amortised cost.

Fair value of fixed-term loans and deposits, other assets and other liabilities cannot be calculated with
sufficient reliability due to absence of current and active market for such assets and liabilities and reliable
data regarding market rates for similar instruments. The provision for impairment of loans and advances has
been calculated in accordance with the Bank's accounting policy as stated in note 5.3 to these financial
statements.

Effective interest rates and the maturity and repricing profile are stated in notes 37.3.4 and 37.4.1. In the
opinion of the management, the fair value of the remaining financial assets and liabilities are not significantly
different from their carrying values since these assets and liabilities are either short-term in nature or, in the
case of financings and deposits, are periodically repriced.

33.2 Off-balance sheet financial instruments

There are no off-balance sheet financial instruments as at Decembe'r 31, 2015 (2014: Nil).

33.3 The table below analyses the financial and non-financial assets carried at fair values, by valuation methods.

33.1

The Bank essentially carries its investments in debt and equity securities at fair values. Valuation of
investments is carried out as per guidelines specified by the SBP.

The different levels have been defined as follows:

Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1);

Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived from prices) (level 2); and

Inputs for the assets or liabilities that are not based on observable market data (i.e. unobservable inputs e.g.
estimated future cash flows) (level 3).

On-balance sheet financial instruments

v 2015
Level 1 Level 2 Level 3 Total
Rupees in '000

INVESTMENTS - NET
Financial assets - on balance sheet

Available for sale securities
Units of open end mutual funds 158,510 - - 158,510

2014
Level 1 Level 2 Level 3 Total
Rupees in '000

INVESTMENTS - NET
Financial assets - on balance sheet

Available for sale securities
Units of open end mutual funds 186,558 ‘ - - 186,558
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The Bank’s policy is to recognise transfers into and out of the different fair value hierarchy levels at the date the event or change in
circumstances that caused the transfer occurred. There were no transfers between fair value heirarchy during the year.

a) Financial instruments in level 1

Financial instruments included in level 1 comprise of investments in units of open end mutual funds.

b) Financial instruments in level 2

Currently, no financial instruments are classified in level 2.

c) Financial instruments in level 3

Currently, no financial instruments are classified in level 3.
Valuation techniques and inputs used in determination of fair values within level 2.

34. SEGMENT DETAILS WITH RESPECT TO BUSINESS ACTIVITIES

The segment analysis with respect to business activity is as follows:-

Corporate Trading Retail Commercial Payment Agency Retail
Finance and Banking Banking and Services Brokerage
Sales Settlement
Rupees in '000
2015
Total income - - 220,501 590,618 18,622 3,925 -
Total expenses - - 126,025 574,617 6,264 1,320 -
Net income - - 94,476 16,001 12,358 2,605 -
Segment Assets (Gross) - - 1,594,547 6,856,657 3,490 736 -
Segment Non Performing Loans - - 240,220 - - - -
Segment Provision Required - - 98,874 - - - -
Segment Liabilities - - 10,693 7,655,432 23 5 -
Segment Return on net Assets (ROA) (%) - - 2.75% 7.37% 0.23%  0.05% -
Segment Cost of funds (%) - - 1.76% 8.03% 0.09%  0.02% -
2014
Total income - - 175,372 584,970 15,742 3.810 -
Total expenses - - 107,566 560,210 4,912 1,189 -
Net income - - 67,807 24,760 10,830 2,621 -
Segment Assets (Gross) - - 1,375,897 6,194,649 2,823 683 -
Segment Non Performing Loans - - 123,333 - = = -
Segment Provision Required - - 57,245 - - - -
Segment Liabilities - - 3,450 6,745,356 10 3 -
Segment Return on net Assets (ROA) (%) - - 2.54% 8.53% 0.23% 0.06% -
Segment Cost of funds (%) - - 1.16% 8.51% 0.06%  0.02% -

Assumptions used:

- Administrative expenses have been allocated to segments based on respective segment income.
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RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party has the ability to control the other party or
exercise significant influence over the other party in making financial or operating decisions. The
Government of Azad Jammu and Kashmir holds directly and indirectly Bank's entire share capital
at the year end, therefore all of its departments are related parties of the Bank. The Bank has
related party relationships with its directors, key management personnel, entities over which the
directors are able to exercise significant influence.

Details of balances due to / from related parties at the year end and transactions with them during
the year are as follows:

2015 2014
Rupees in '000
Balances at year end

The Government of Azad Jammu and Kashmir and its related

departments
-Advances 304,744 364,668
-Deposits 3,279,865 3,143,140
-Deferred Government grant ' - 9
-Mark-up / return / interest accrued on advances 3,069 3,673
-Mark-up / return / interest payable on deposits 31,022 33,940

Transactions during the year

The Government of Azad Jammu and Kashmir and its related

departments
- Mark-up/ interest earned 37,524 46,295
- Mark-up/ interest expensed 287,424 186,104

- Bonus shares issued during the year . 130,996 -
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36.1

36.2

22.
CAPITAL ADEQUACY
Scope of Applications

Standardized Approach is used for calculating the Capital Adequacy for Market and Credit risk while Basic
Indicator Approach (BIA) is used for Operational Risk.

Capital Management

The objective of managing capital is to safeguard the Bank's ability to continue as a going concern, so that it could
continue to provide adequate returns to shareholders by pricing products and services commensurately with the
level of risk. It is the policy of the Bank to maintain a strong capital base so as to maintain investor, creditor and
market confidence and to sustain future development of the business. The impact of the level of capital on
shareholder’s return is also recognised and the Bank recognises the need to maintain a balance between the
higher returns that might be possible with greater gearing and the advantages and security afforded by a sound
capital position.

Bank’s regulatory capital is analysed into two tiers:

Tier | capital, includes fully paid-up capital, share premium, reserves (excluding foreign exchange translation
reserves) and unappropriated profits (net of losses) etc. after deductions for certain specified items such as book
value of intangibles, reciprocal cross holdings in CET 1 instruments of Banking, Financial or Insurance entities,
investments in mutual funds exceeding prescribed limits and 50% of other deductions e.g. majority and significant
minority investments in insurance and other financial entities. Deductions that have come afresh as part of the
Basel Ill rules such as those on account of Deferred Tax Assets are also required to be made.

Tier Il capital under Basel Il is subject to a maximum of 2.5% of total Risk Weighted Assets as of December 31,
2015. It includes subordinated debt issued prior to January 1, 2013 phasing out at an annual rate of 10%, Basel lll
compliant Tier Il instruments, general provisions for loan losses (up to a maximum of 1.25 % of credit risk weighted
assets), reserves on the revaluation of fixed assets and available for sale investments (on an after tax basis up to
a maximum of 45 percent), foreign exchange translation reserves etc. Basel Ill rules however do allow for the
inclusion of the remaining 55% of the revaluation reserves into Tier |l capital at an inclusion rate equal to the rate
of deduction specified under the transitional arrangements for the coming years uptill 2018. Tier II capital
deductions comprise of the remaining 50% other deductions noted above, reciprocal cross holdings in Tier Il
instruments of Banking, Financial or Insurance entities etc.

As of December 2015 the Bank must meet a Tier 1 to RWA ratio and CAR including CCB of 7.5% and 10.25%

Banking operations are categorised as either trading book or banking book and risk-weighted assets are
determined according to specified requirements of State Bank of Pakistan that seek to reflect the varying levels of
risk attached to on-balance sheet and off-balance sheet exposures. The total risk-weighted exposures comprise
the credit risk, market risk and operational risk.

On and off-balance sheet assets in the banking book are broken down to various asset classes for calculation of
credit risk requirement. External ratings for assets, where available, are applied using the assessments by various
External Credit Assessment Institutions (ECAIls) and aligned with appropriate risk buckets. Otherwise, the
exposures are treated as unrated and relevant risk weights are applied. In addition, there are fixed risk weights for
certain types of exposures such as retail portfolio and residential mortgage finance for which external ratings are
not applicable. Collaterals if any, are used as credit risk mitigant after applying appropriate haircuts under the
Comprehensive Approach. Risk weights notified, are hence applied at adjusted exposures, wherever credit risk
mitigation is available. Collaterals used include: Government of Pakistan guarantees, cash, lien on deposits,
shares, government securities, bank and corporate guarantees and other debt securities that fall within the
definition of eligible collaterals and also fulfill other specified criteria under the relevant capital adequacy
guidelines.

The calculation of Capital Adequacy enables the Bank to assess the long-term soundness. As the Bank carries on
the business on a wide area network basis, it is critical that it is able to continuously monitor the exposure across
the entire organisation and aggregate the risks so as to take an integrated approach / view.
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36.2.1 Capital Adequacy Ratio 2015 2014
' Rupees in '000
Common Equity Tier 1 capital (CET1): Instruments and reserves
Fully Paid-up Capital/ Capital deposited with SBP 785,977 654,981
Balance in Share Premium Account - -
Reserve for issue of Bonus Shares . -
General/ Statutory Reserves - -
Gain/(Losses) on derivatives held as Cash Flow Hedge - -
Unappropriated/unremitted profits 94,519 155,350
Minority Interests arising from CET1 capital instruments issued to third parties by consolidated
bank subsidiaries (amount allowed in CET1 capital of the consolidation group)

CET 1 before Regulatory Adjustments ’ 880,496 810,331

Total regulatory adjustments applied to CET1 (Note 36.2.2) - =
Common Equity Tier 1 880,496 810,331

Additional Tier 1 (AT 1) Capital

Qualifying Additional Tier-1 capital instruments plus any related share premium - -
of which: Classified as equity - -
of which: Classified as liabilities - -

Additional Tier-1 capital instruments issued to third parties by consolidated subsidiaries

(amount allowed in group AT 1) - -
of which: instrument issued by subsidiaries subject to phase out ) - -

AT1 before regulatory adjustments - -

Total regulatory adjustment applied to AT1 capital (Note 36.2.3) - -
Additional Tier 1 capital after regulatory adjustments - -

Additional Tier 1 capital recognized for capital adequacy - -

Tier 1 Capital (CET1 + admissible AT1) 880,496 810,331

Tier 2 Capital
Qualifying Tier 2 capital instruments under Basel Ill plus any related share premium - -

Tier 2 capital instruments subject to phase-out arrangement issued under pre-Basel lll rules - -

Tier 2 capital instruments issued to third parties by consolidated subsidiaries (amount allowed

in group tier 2) - -
of which: instruments issued by subsidiaries subject to phase out - -

General provisions or general reserves for loan losses-up to maximum of 1.25% of Credit Risk

Weighted Assets 56,804 47,060

Revaluation Reserves (net of taxes) - -

of which: Revaluation reserves on fixed assets - -
of which: Unrealized gains/losses on AFS 8,781 14,902

8,781 14,902
Foreign Exchange Translation Reserves - -
Undisclosed/Other Reserves (if any) ’

T2 before regulatory adjustments 65,585 61,962

Total regulatory adjustment applied to T2 capital (Note 36.2.4) - -
Tier 2 capital (T2) after regulatory adjustments 65,585 61,962
Tier 2 capital recognized for capital adequacy 65,585 61,962
Portion of Additional Tier 1 capital recognized in Tier 2 capital - -
Total Tier 2 capital admissible for capital adequacy 65,585 61,962
TOTAL CAPITAL (T1 + admissible T2) 946,081 872,293
Total Risk Weighted Assets (RWA) - note 36.4 4,052,115 3,906,731
Capital Ratios and buffers (in percentage of risk weighted assets)
CET1 to total RWA 21.73% 20.74%
Tier-1 capital to total RWA 21.73% 20.74%
Total capital to total RWA 23.35% 22.33%
Bank specific buffer requirement (minimum CET1 requirement plus capital conservation buffer
plus any other buffer requirement) 5.50% 5.00%

of which: capital conservation buffer requirement - -
of which: countercyclical buffer requirement - -
of which: D-SIB or G-SIB buffer requirement -
CET1 available to meet buffers (as a percentage of risk weighted assets) - 16.23% 15.74%

National minimum capital requirements prescribed by SBP
CET1 minimum ratio 6.00% 5.00%
Tier 1 minimum ratio 7.50% 6.50%

Total capital minimum ratio 10.00% 10.00%
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2015 2014
Rupees in '000

36.2.2 Common Equity Tier 1 capital: Regulatory adjustments -
Goodwill (net of related deferred tax liability) -
All other intangibles (net of any associated deferred tax liability) -

Shortfall in provisions against classified assets -
Deferred tax assets that rely on future profitability excluding those arising from temporary
differences (net of related tax liability) -
Defined-benefit pension fund net assets -
Reciprocal cross holdings in CET1 capital instruments of banking, financial and insurance

entities -
Cash flow hedge reserve -
Investment in own shares/ CET1 instruments -
Securitization gain on sale -
Capital shortfall of regulated subsidiaries -
Deficit on account of revaluation from bank's holdings of fixed assets/ AFS -

Investments in the capital instruments of banking, financial and insurance entities that are

outside the scope of regulatory consolidation, where the bank does not own more than 10%
of the issued share capital (amount above 10% threshold) -
Significant investments in the common stocks of banking, financial and insurance entities

that are outside the scope of regulatory consolidation (amount above 10% threshold) -
Deferred Tax Assets arising from temporary differences (amount above 10% threshold, net
of related tax liability) -

Amount exceeding 15% threshold -
of which: significant investments in the common stocks of financial entities -
of which: deferred tax assets arising from temporary differences -

National specific regulatory adjustments applied to CET1 capital -
Investments in TFCs of other banks exceeding the prescribed limit -

Any other deduction specified by SBP (mention details) -
Adjustment to CET1 due to insufficient AT1 and Tier 2 to cover deductions -
Total regulatory adjustments applied to CET1 -

36.2.3 Additional Tier-1 & Tier-1 Capital: regulatory adjustments -

Investment in mutual funds exceeding the prescribed limit [SBP specific adjustment] -
Investment in own AT1 capital instruments -
Reciprocal cross holdings in Additional Tier 1 capital instruments of banking, financial and
insurance entities -
Investments in the capital instruments of banking, financial and insurance entities that are
outside the scope of regulatory consolidation, where the bank does not own more than 10%
of the issued share capital (amount above 10% threshold) -
Significant investments in the capital instruments of banking, financial and insurance
entities that are outside the scope of regulatory consolidation -
Portion of deduction applied 50:50 to Tier-1 and Tier-2 capital based on pre:-Basel IIl
treatment which, during transitional period, remain subject to deduction from additional tier-

Adjusfménts to Additional Tier 1 due to insufficient Tier 2 to cover deductions -

Total regulatory adjustment applied to AT1 capital -
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2015 2014
Rupees in '000

36.2.4 Tier 2 Capital: regulatory adjustments

Portion of deduction applied 50:50 to Tier-1 and Tier-2 capital based on pre-Basel IlI
treatment which, during transitional period, remain subject to deduction from tier-2 capital - -
Reciprocal cross holdings in Tier 2 instruments of banking, financial and insurance entities - -
Investment in own Tier 2 capital instrument - -
Investments in the capital instruments of banking, financial and insurance entities that are

outside the scope of regulatory consolidation, where the bank does not own more than 10%
of the issued share capital (amount above 10% threshold) - -
Significant investments in the capital instruments issued by banking, financial and
insurance entities that are outside the scope of regulatory consolidation - -

Total regulatory adjustment applied to T2 capital - -
36.2.5 Additional Information

Risk Weighted Assets subject to pre-Basel lll treatment
Risk weighted assets in respect of deduction items (which during the transitional period will
be risk weighted subject to Pre-Basel Ill Treatment) - -
of which: deferred tax assets - -
of which: Defined-benefit pension fund net assets - -
of which: Recognized portion of investment in capital of banking, financial and
insurance entities where holding is less than 10% of the issued common share capital - -
of which: Recognized portion of investment in capital of banking, financial and
insurance entities where holding is more than 10% of the issued common share capital - -
Amounts below the thresholds for deduction (before risk weighting)
Non-significant investments in the capital of other financial entities - -
Significant investments in the common stock of financial entities - -
Deferred tax assets arising from temporary differences (net of related tax liability) - -
Applicable caps on the inclusion of provisions in Tier 2
Provisions eligible for inclusion in Tier 2 in respect of exposures subject to standardized
approach (prior to application of cap) - -
Cap on inclusion of provisions in Tier 2 under standardized approach 4,052,115 3,906,731
Provisions eligible for inclusion in Tier 2 in respect of exposures subject to internal ratings-
based approach (prior to application of cap) - -
Cap for inclusion of provisions in Tier 2 under internal ratings-based approach - -
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Balance sheet of Under regulatory

the published scope of
financial consolidation
statements
36.3 Capital Structure Reconciliation As at December 31, 2015
Rupees in '000

Assets
Cash and balances with treasury banks 873,616 873,616
Balances with other banks 3,144,100 3,144,100
Lending to financial institutions - -
Investments 1,150,465 1,150,465
Advances 2,833,606 2,833,606
Operating fixed assets 125,283 125,283
Deferred tax assets 1,881 1,881
Other assets 326,479 326,479

Total assets 8,455,430 8,455,430

Liabilities & Equity .
Bills payable 7,634 7,634
Borrowings - -
Deposits and other accounts 7,440,877 7,440,877

Sub-ordinated loans - -
Liabilities against assets subject to finance lease - =
Deferred tax liabilities - -
Deferred Government grant - -
Other liabilities 117,642 117,642

Total liabilities 7,566,153 7,566,153
Share capital . 785,977 785,977
Unappropriated profit 94,519 94,519
Surplus on revaluation of assets - net 8,781 8,781
Total liabilities & equity 8,455,430 8,455,430
Assets
Cash and balances with treasury banks 873,616 873,616
Balanced with other banks 3,144,100 3,144,100
Lending to financial institutions = -
Investments 1,150,465 1,150,465

of which: Non-significant investments in the capital instruments of banking, financial
and insurance entities exceeding 10% threshold ’ - -
of which: significant investments in the capital instruments issued by banking,
financial and insurance entities exceeding regulatory threshold . -
of which: Mutual Funds exceeding regulatory threshold - -
of which: reciprocal crossholding of capital instrument (separate for CET1, AT1, T2)

of which: others (mention details) - -

Advances 2,833,606 2,833,606

shortfall in provisions/ excess of total EL amount over eligible provisions under IRB

general provisions reflected in Tier 2 capital 56,804 56,804

Fixed Assets 125,283 125,283
Deferred Tax Assets 1,881 1,881
of which: DTAs that rely on future profitability excluding those arising from temporary
differences - -

of which: DTAs arising from temporary differences exceeding regulatory threshold

Other assets 326,479 326,479

of which: Goodwill - -
of which: Intangibles ’ - -
of which: Defined-benefit pension fund net assets - -

Total assets 8,455,430 8,455,430



-27-

Liabilities & Equity
Bills payable
Borrowings
Deposits and other accounts
Sub-ordinated loans
of which: eligible for inclusion in AT1
of which: eligible for inclusion in Tier 2
Liabilities against assets subject to finance lease
Deferred tax liabilities
of which: DTLs related to goodwill
of which: DTLs related to intangible assets
of which: DTLs related to defined pension fund net assets
of which: other deferred tax liabilities
Deferred Government grant
Other liabilities
Total liabilities
Share capital
of which: amount eligible for CET1
of which: amount eligible for AT1
Reserves
of which: portion eligible for inclusion in CET1(provide breakup)
of which: portion eligible for inclusion in Tier 2
Unappropriated profit
Minority Interest
of which: portion eligible for inclusion in CET1
of which: portion eligible for inclusion in AT1
of which: portion eligible for inclusion in Tier 2
Surplus on revaluation of assets
of which: Revaluation reserves on Fixed Assets
of which: Unrealized Gains/Losses on AFS
In case of Deficit on revaluation (deduction from CET1)
Total equity
Total liabilities & equity

Basel lll Disclosure

Common Equity Tier 1 capital (CET1): Instruments and reserves
Fully Paid-up Capital
Balance in Share Premium Account
Reserve for issue of Bonus Shares
General/ Statutory Reserves
Gain/(Losses) on derivatives held as Cash Flow Hedge
Unappropriated/unremitted profits/ (losses)

Minority Interests arising from CET1 capital instruments issued to third party by
consolidated bank subsidiaries (amount allowed in CET1 capital of the consolidatiqn

group)
CET 1 before Regulatory Adjustments

Balance sheet of
the published
financial
statements

Under regulatory
scope of
consolidation

As at December 31, 2015
Rupees in '000

7,634 7,634
7,440,877 7,440,877
117,642 117,642
7,566,153 7,566,153
785977 785,977
785,977 785,977
94,519 94,519
8,781 8,781
889,277 889,277
8,455,430 8,455,430

Balance sheet as
in published
financial
statements

As at December 31, 2015

Rupees in '000

785,977

94,519

880,496
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Balance sheet as
in published
financial
statements

As at December 31, 2015
Rupees in "000
Common Equity Tier 1 capital: Regulatory adjustments

Goodwill (net of related deferred tax liabitity) -
All other intangibles (net of any associated deferred tax liability) -
Shortfall of provisions against classified assets -
Deferred tax assets that rely on future profitability excluding those arising from
temporary differences (net of related tax liability) -
Defined-benefit pension fund net assets -
Reciprocal cross holdings in CET1 capital instruments -
Cash flow hedge reserve ) -
Investment in own shares/ CET1 instruments -
Securitization gain on sale -
Capital shortfall of regulated subsidiaries -
Deficit on account of revaluation from bank's holdings of fixed assets/ AFS -
Investments in the capital instruments of banking, financial and insurance entities that are outside the scope
of regulatory consolidation, where the bank does not own more than 10% of the issued share capital (amount
above 10% threshold) -
Significant investments in the capital instruments issued by banking, financial and insurance entities that are
outside the scope of regulatory consolidation (amount above 10% threshold) -
Deferred Tax Assets arising from temporary differences (amount above 10% threshold, net of related tax
liability) -
Amount exceeding 15% threshold .
of which: significant investments in the common stocks of financial entities -
of which: deferred tax assets arising from temporary differences -
National specific regulatory adjustments applied to CET1 capital -
of which: Investment in TFCs of other banks exceeding the prescribed limit -
of which: Any other deduction specified by SBP (mention details) -
Regulatory adjustment applied to CET1 due to insufficient AT1 and Tier 2 to cover deductions -

Total regulatory adjustments applied to CET1 -
Common Equity Tier 1 880,496

Additional Tier 1 (AT 1) Capital

Qualifying Additional Tier-1 instruments plus any related share premium -
of which: Classified as equity -
of which: Classified as liabilities -

Additional Tier-1 capital instruments issued by consolidated subsidiaries and held by third parties (amount

allowed in group AT 1) -
of which: instrument issued by subsidiaries subject to phase out -

AT1 before regulatory adjustments -
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Balance sheet as
in published
financial
statements

As at December 31, 2015
Rupees in '000

Additional Tier 1 Capital: regulatory adjustments

Investment in mutual funds exceeding the prescribed limit (SBP specific adjustment)

Investment in own AT1 capital instruments -
Reciprocal cross holdings in Additional Tier 1 capital instruments -
Investments in the capital instruments of banking, financial and insurance entities that are outside the scope
of regulatory consolidation, where the bank does not own more than 10% of the issued share capital (amount -
Significant investments in the capital instruments issued by banking, financial and insurance entities that are
outside the scope of regulatory consolidation ’ -
Portion of deduction applied 50:50 to core capital and supplementary capital based on pre-Basel lil treatment
which, during transitional period, remain subject to deduction from tier-1 capital -
Regulatory adjustments applied to Additional Tier 1 due to insufficient Tier 2 to cover deductions -

Total of Regulatory Adjustment applied to AT1 capital -
Additional Tier 1 capital -
Additional Tier 1 capital recognized for capital adequacy -

Tier 1 Capital (CET1 + admissible AT1) 880,496
Tier 2 Capital

Qualifying Tier 2 capital instruments under Basel Il plus any related share premium -
Capital instruments subject to phase out arrangement from tier 2 (Pre-Basel Il instruments) -
Tier 2 capital instruments issued to third party by consolidated subsidiaries (amount allowed in group tier 2) -
of which: instruments issued by subsidiaries subject to phase out -
General Provisions or general reserves for loan losses-up to maximum of 1.25% of Credit Risk Weighted 56,804
Revaluation Reserves -
of which: Revaluation reserves on fixed assets -
of which: Unrealized Gains/Losses on AFS 8,781
Foreign Exchange Translation Reserves -

Undisclosed/Other Reserves (if any) . -
T2 before regulatory adjustments 65,585
Tier 2 Capital: regulatory adjustments

Portion of deduction applied 50:50 to core capital and supplementary capital based on pre-Basel Ill treatment
which, during transitional period, remain subject to deduction from tier-2 capital -

Reciprocal cross holdings in Tier 2 instruments -
Investment in own Tier 2 capital instrument -
Investments in the capital instruments of banking, financial and insurance entities that are outside the scope

of regulatory consolidation, where the bank does not own more than 10% of the issued share capital (amount
above 10% threshold) -
Significant investments in the capital instruments issued by banking, financial and insurance entities that are
outside the scope of regulatory consolidation -

Amount of Regulatory Adjustment applied to T2 capital -
Tier 2 capital (T2) 65,585

Tier 2 capital recognized for capital adequacy 65,585
Excess Additional Tier 1 capital recognized in Tier 2 capital -
Total Tier 2 capital admissible for capital adequacy 65,585

TOTAL CAPITAL (T1 + admissible T2) 946,081
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36.4 Capital Adequacy
The capital to risk weighted assets ratio, calculated in accordance with the State Bank of Pakistan's guidelines

on capital adequacy, using standardised approaches for credit and market risks and basic indicator approach for
operational risk is presented below.

Capital requirements Risk weighted assets

Risk-weighted exposures 2015 2014 2015 2014
Rupees in ‘000
Credit Risk

Portfolios subject to standardized
approach (simple or comprehensive)

On-Balance sheet

Claims on banks 84,141 97,624 841,410 976,240
Past due loans 17,590 8,944 175,902 89,442
Claims categorized as retail portfolio 138,592 122,935 1,385,918 1,229,352
Claims fully secured by residential property 20,706 9,782 207,065 97,822
Operating Fixed Assets 12,528 11,135 125,283 111,354
All other assets 32,836 37,509 328,360 364,087

306,393 287,929 3,063,938 2,868,297

Off balance sheet items
Non-market related

Direct credit substitute - 130 - 1,300

- 130 - 1,300

Total credit risk 306,393 ' 288,059 3,063,938 2,869,597
Market risk

Portfolios subject to standardized approach

Equity position risk 31,702 47,300 317,020 472,996
Operational risk 67,116 56,414 671,157 564,138
Total 405211~ 391,773 4,052,115 3,906,731
2015 2014
ital .

Capital Adequacy Ratios Required || Actual Required || Actual
CET1 to total RWA 6.00% 21.73% 5.50% 20.68%
Tier-1 capital to total RWA 7.50% 21.73% 7.00% 20.68%

Total capital to total RWA 10.00% 23.35% 10.00% 22.27%
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36.5 Main Features Template of Regulatory Capital Instruments

1 lIssuer The Bank of Azad Jammu and Kashmir

2 Upique identifier (eg CUSIP, ISIN or Bloomberg identifier for The Bank of Azad Jammu and Kashmir
private placement)

3 Governing law(s) of the instrument Laws applicable in State of Azad Jammu and Kashmir
Regulatory treatment

4  Transitional Basel lll rules Common equity Tier 1

5 Post-transitional Basel Ill rules Common equity Tier 1

6 Eligible at solo / group / group & solo Standalone

7 Instrument type Common Shares

g Amount recognised in regulatory capital (Currency in PKR 785977
thousands. as of reportina date)

9 Par value of instrument PKR 10

10 Accounting classification Shareholder equity

11 Original date of issuance 2006

12 Perpetual or dated Perpetual

13 Original maturity date No maturity

14 Issuer call subject to prior supervisory approval No
Optional call date, contingent call dates and redemption .

15 Not applicable
amount

16 Subsequent call dates, if applicable Not applicable
Coupons / dividends

17 Fixed or floating dividend/coupon Not applicable

18 Coupon rate and any related index Not applicable

19 Existence of a dividend stopper No

20 Fully discretionary, partially discretionary or mandatory Fully discretionary

21 Existence of step up or other incentive to redeem No

22 Noncumulative or cumulative Not applicable
Convertible or non-convertible Not applicable

23 If convertible, conversion trigger (s) Not applicable

24 If convertible, fully or partially Not applicable

25 If convertible, conversion rate Not applicable

26 If convertible, mandatory or optional conversion Not applicable

27 If convertible, specify instrument type convertible into Not applicable

28 If convertible, specify issuer of instrument it converts into Not applicable
Write-down feature Not applicable

30 If write-down, write-down trigger(s) Not applicable

31  If write-down, full or partial Not applicable

32 If write-down, permanent or temporary Not applicable

33 If temporary write-down, description of write-up mechanism Not applicable
Position in subordination hierarchy in liquidation (specify

34 instrument type immediately senior to Not applicable
instrument)

35 Non-compliant transitioned features No

36 If yes, specify non-compliant features Not applicable
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RISK MANAGEMENT
The Bank's activities expose it to a variety of financial risks, including the credit and interest rate risk associated with various financial
assets and liabilities respectively.
The Bank finances its operations through equity, deposits and management of working capital with a view to maintaining a reasonable
mix between the various sources of finance to minimize risk.
Taken as a whole, risk arising from the Bank's financial instruments is limited as there is no significant exposure to market risk in
respect of such instruments.
Bank regularly reviews and updates policy manuals and procedures in accordance with domestic regulatory environment and
international standards.
Credit risk

Credit risk arises from the potential that an obligor is either unwilling to perform on an obligation or its ability is impaired resulting in
economic loss to the Bank. The Bank takes necessary measures to control such risk by monitoring credit exposures, limiting
transactions with specific counter parties with increased likelihood of default and continually assessing the creditworthiness of counter

parties.

SEGMENT INFORMATION
Segments by class of business

2015
. Contingencies and
Advances (Gross) Deposits Commitments
Rupees in  Percent Rupees in Percent Rupees in Percent
'000 '000 ‘000
Agriculture, Forestry, Hunting and Fishing 414,246 13.88 - - - -
Construction 28,252 0.95 - - - -
Power (electricity), Gas, Water, Sanitary - - 6.379 0.09 - -
Wholesale and Retail Trade 567,269 19.01 51,442 0.69 - -
Services - - 56,444 0.76 - -
Individuals 1,632,973 51.37 4,046,747 54.39 - -
Government 364,668 12.22 3,279,865 44.08 - -
Others 77,061 2.58 - - 247,559 100
2,984,469 100 7,440,877 100 247,559 100
2014
. Contingencies and
Advances (Gross) Deposits Commitments
Rupees in  Percent Rupees in Percent Rupees in  Percent
'000 '000 '000
Agriculture, Forestry, Hunting and Fishing 211,669 8.96 - - - -
Construction 31,071 1.32 - - - -
Power (electricity), Gas, Water, Sanitary - - 5,868 0.09 - -
Wholesale and Retail Trade 361,476 15.31 35,770 0.54 - -
Services - - 33,823 0.51 - -
Individuals 1,313,377 55.62 3,424,348 51.55 1,300 0.64
Government 364,668 15.44 3,143,140 47.32 - -
Others 78,951 3.34 - - 203,170 99.36
2,361,212 100 6,642,949 100 204,470 100
Segments by sector
2015
. Contingencies and
Advances (Gross) Deposits Gommitsriants
Rupees in  Percent Rupees in Percent Rupees in  Percent
'000 '000 '000
Public / Government 304.744 10.21 3.279.865 44.08 - -
Private 7 8979 4161012 55.92 247,559 100.00
2,984,469 100 7,440,877 100 247,559 100
2014 Contingenci d
. ingencies an
Advances (Gross) Deposits Commitments
Rupees in  Percent Rupees in Percent Rupees in  Percent
‘000 '000 ‘000
Public sector/ Government 364,668 15.44 3,143,140 47.32 - -
Private 1,996,544 84.56 3,499,809 52.68 204,470 100.00
2,361,212 100 6,642,949 100 204,470 100
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DETAILS OF NON-PERFORMING ADVANCES AND SPECIFIC
PROVISIONS BY CLASS OF BUSINESS SEGMENT

Agriculture, Forestry, Hunting and Fishing
Construction

Power (electricity), Gas, Water, Sanitary
Wholesale and Retail Trade

Services

Individuals

Government

Others

DETAILS OF NON-PERFORMING ADVANCES AND SPECIFIC

PROVISIONS BY SECTOR
Public / Government
Private

GEOGRAPHICAL SEGMENT ANALYSIS

Pakistan (Azad Jammu and Kashmir)
Others

Pakistan (Azad Jammu and Kashmir)
Others

2015 2014
Rupees in '000
Classified Spe.c!flc Classified Spe_c!flc
Atvancas Provisions Advances Provisions
Held Held
73,812 9,421 3,298 555
36,872 34,201 32,636 6,593
129,536 50,437 93,369 52,823
240,220 94,059 129,303 59,971
24(5,220 94,059 129,303 59,971
240,220 94,059 129,303 59,971
2015
Profit Total Net assets . .
Contingencies and
before assets employed c .
- ommitments
taxation employed
Rupees in '000
125,440 8,455,430 889,277 247,559
125,440 8,455,430 889,277 247,559
2014
: rfoﬁt Tofal Net alsse? Contingencies and
e o.re assets employe Commitments
taxation _employed
Rupees in '000
106,018 7,574,052 825,233 204,470
106,018 7,574,052 825,233 204,470

Contingencies and commitments include amounts given in note 19 except bills for collection.

Credit Risk-general disclosures

The Bank has adopted Standardized approach of Basel Il for calculation of capital charge against credit risk in line with the SBP's

requirements.

Credit Risk: Disclosures for portfolio subject to the Standardized Approach

Under standardized approach, the capital requirement is based on the credit rati'ng assigned to the counter parties by the External
Credit Assessment Institutions (ECAIs) duly recognized by SBP for capital adequacy purposes. Bank utilizes, wherever available, the
credit ratings assigned by the SBP recognized ECAIs, viz. PACRA (Pakistan Credit Rating Agency ), JCR-VIS (Japan Credit Rating
Company- Vital Information Systems). Credit rating data for advances is obtained from recognized External Credit Assessment

Institutions and then mapped to State Bank of Pakistan's Rating Grades.

Type of Exposures for which the ratings from the External Credit Rating Agencies are used by the Bank.

Exposures
Corporate
Banks
SME's

JCR-VIS
Yes
Yes
Yes

PACRA
Yes
Yes
Yes



Long Term Ratings Grades Mapping

SBP Rating PACRA JCR-VIS
1 AAA AAA
1 AA+ AA+
1 AA AA
1 AA- AA-
2 A+ A+
2 A A
2 A- A-
3 BBB+ BBB+
3 BBB BBB
3 BBB- BBB-
4 BB+ BB+
4 BB BB
4 BB- BB-
5 B+ B+
5 B B
5 B- B-
CCC+and CCC+ and
6
above above

Short Term Ratings Grades Mapping

SBP PACRA JCR-VIS
S1 A-1 A-1
S2 A-2 A-2
S3 A-3 A-3
S4 Others Others

-34-

Fitch

CCC+ and
above

Fitch
F1
F2
F3

Others

Moody's
Aaa
Aal
Aa2
Aa3
A1
A2
A3
Baa1
Baa2
Baa3
Ba1
Ba2
Ba3
B1
B2
B3

Caa1 and above

Moody's
P-1
P-2
P-3

Others

S&P

CCC+ and
above

S&P
A-1+ A-1
A-2
A-3
Others

ECA Scores

B R WWWONNN-A A aaa

(%)
b’h

5,6

(9}
\‘0)

Bank uses credit assessments for constantly monitoring initial credit screening and overall risk profile of the entire credit

portfolio.

The credit portfolio of the Bank is restricted to operations in State of Azad Jammu and Kashmir which mainly comprise
exposures to Government or Semi -Govt. departments. The exposures other than Government relates to Consumer,

Microfinances or non corporate entities.

Bank maintain high quality investments and exposure to other Banks. The Investments in Term Finance Certificates are
made in high quality bonds and mutual funds, as stated in note 9.4 to these financial statements.

The Bank also monitor and maintain its exposure to other banks with quality credit rating which are not lower than "A"

category
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38.

39.

40.

-30-

NON-ADJUSTING EVENTS AFTER THE BALANCE SHEET DATE

The Board of Directors in its meeting held on ---------—-—---—-- have announced a bonus issue of __
percent (2014: Nil). The appropriation will be approved in the forthcoming Annual General Meeting. The
financial statements for the year ended December 31, 2015 do not include the effect of the appropriation
which will be accounted for in the financial statements for the year ending December 31, 2016.

GENERAL

Captions as prescribed by BSD Circular No. 4 dated February 17, 2006 issued by the SBP in respect of
which there are no amounts have not been reproduced in these financial statements except for the
statement of financial position and profit and loss account.

DATE OF AUTHORIZATION

These financial statements were authorized for issue by the Board of Directors of the Bank on --------—----- .

Chairman Managing Director Director Director
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