THE BANK OF AZAD JAMMU AND KASHMIR
STATEMENT OF FINANCIAL POSITION
AS AT DECEMBER 31, 2022

ASSETS

Cash and balances with treasury banks
Balances with other banks

Lendings to financial institutions
Investments

Advances

Fixed assets

Intangible assets

Deferred tax assets

Other assets

LIABILITIES

Bills payable

Borrowings

Deposits and other accounts

Lease liabilities against right of use assets
Subordinated debt

Deferred tax liabilities

Other liabilities

NET ASSETS

REPRESENTED BY

Share capital

Reserves
Deficit on revaluation of assets

Unappropriated profit

CONTINGENCIES AND COMMITMENTS

The annexed notes 1 to 41 form an integral part of these financial statements.
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2022 2021
---------- Rupees in '000--------
6,271,417 4,447,089
16,088,667 14,774,633
163,197 183,775
3,290,230 2,815,313
365,478 253,886
49,601 30,011
2,232,866 1,046,611
28,461,456 23,551,318
82,751 158,180
21,004,229 17,270,623
161,246 138,519
1,344,311 563,110
22,592,537 18,130,432
5,868,919 5,420,886
5,142,903 5,142,903
360,650 269,037
(23,828) (13,797)
389,194 22,743
5,868,919 5,420,886
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THE BANK OF AZAD JAMMU AND KASHMIR

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED DECEMBER 31, 2022

Note
; 21
Mark-up / return / interest earned 2
Mark-up / return / interest expensed
Net mark-up / interest income
NON MARK-UP / INTEREST INCOME
23

Fee and commission income

Dividend income

Other income 24
Total non-markup / interest income

Total income

NON MARK-UP / INTEREST EXPENSES

Operating expenses 25
Workers welfare fund

Other charges

Total non-markup / interest expenses

Profit before provisions
Provisions and write offs - net
Extra ordinary / unusual items

26

PROFIT BEFORE TAXATION
Taxation 27

PROFIT AFTER TAXATION

Basic and diluted earnings per share 28

The annexed notes 1 to 41 form an integral part of these financial statements.
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2022 2021
------- Rupees in '000-------
3,222,394 1,672,565
1,451,441 668,344
1,770,953 1,004,221
27,630 23.918]
10,575 6,924
13,587 | | 4,799
51,792 35,641
1,822,745 1,039,862
914,018 600,056
914,018 600,056
908,727 439,806
29,085 36,963
879,642 402,843
(421,578) (165,201)
458,064 237,642
Rupees
0.89 0.79
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THE BANK OF AZAD JAMMU AND KASHMIR
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED DECEMBER 31, 2022

2022 2021
........ Rupees in '000--------

Profit after taxation for the year A wr ez
OTHER COMPREHENSIVE INCOME
Items that may be reclassified to profit and loss account
in subsequent periods
Movement in surplus on revaluation of investments - net (20,578) (2'%2)
Related deferred tax expense 19, 41

(10,031) (1,346)
Total comprehensive income 448,033 236,296

The annexed notes 1 to 41 form an in | part of these financial statements.
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THE BANK OF AZAD JAMMU AND KASHMIR
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2022

Surplus / (deficit) Unappropriated Statutory

Share capital oy Favlislen Profit Hoserve Total
Rupees in ‘000

Balance as at January 01, 2021 2,129,911 (12,451) 267,130 - 2,384,590
Profit after taxation for the year ended December 31, 2021 - - 237,642 . 237,642
Other comprehensive income
Surplus on revaluation of available-for-sale securities - net of tax = (1,346) - . (1,346)
Transfer to statutory reserve = - (269,037) 269,037 -
Transactions with owners, recorded directly in equity
Issue of shares against cash - note 17.5 2,800,000 - - = 2,800,000
Issue of bonus shares - note 17.5 212,992 - (212,992) - -
Balance as at January 01, 2022 5,142,903 (13,797) 22,743 269,037 5,420,886
Profit after taxation for the year ended December 31, 2022 - - 458,064 Z 458,064
Other comprehensive income
Surplus on revaluation of available-for-sale securities - net of tax - (10,031) - . (10,031)
Transfer to statutory reserve - - (91,613) 91,613 -
Closing balance as at December 31, 2022 5,142,903 (23,828) 389,194 360,650 5,868,919
The annexed notes 1 to 41 form an integral part of these financial statements. f% :
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THE BANK OF AZAD JAMMU AND KASHMIR
CASH FLOW STATEMENT

FOR THE YEAR ENDED DECEMBER 31, 2022

CASH FLOW FROM OPERATING ACTIVITIES

Profit before taxation
Less: Dividend income

Adjustments:
Depreciation 9.2
Provision and write-offs
Interest expense on lease liability 22
Provision for gratuity
Provision for leave encashment
Provision for bonus
Other provisions
Gain on sale of fixed assets 24

(Increase)/ decrease in operating assets
Advances

Others assets (excluding advance taxation)

Increase/ (decrease) in operating liabilities
Bills payable
Deposits
Other liabilities (excluding current taxation)

Interest paid on lease liability

Income tax paid
Net cash generated from operating activities

CASH FLOW FROM INVESTING ACTIVITIES

Net proceeds from placements with banks
Dividend income received

Investments in operating fixed assets
Proceeds from sale of fixed assets

Net cash used in investing activities

CASH FLOW FROM FINANCING ACTIVITIES
Issue of share capital

Principal paid against lease liability

Net cash generated 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 he year 29

The annexed notes 1 to 41 foy egral part of these financial statements.
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2022 2021
---------- Rupees in '000-----------
879,642 402,843
(10,575) (6,924)
869,067 395,919
66,660 52,957
29,085 36,963
22,049 13,095
25,160 16,814
46,457 11,669
48,009 23,000
15,534 =
(6) (175)
252,948 154,323
1,122,015 550,242
(504,002) (605,623)
(1,186,255 (196,484
(1,690,257) (802,107)
(75,429) 90,766
3,733,606 3,570,283
446,356 (2,013)
4,104,533 3,659,036
3,536,291 3,407,171
(22,049) (13,095)
(230,936) (137,117)
3,283,306 3,256,959
(8,403,807) (5,525,819)
10,575 6,924
(115,629) (51,075)
- 175
(8,508,861) (5,569,795)
- 2,800,000
(39,890) (20,134)
(39,890) 2,779,866
(5,265,445) 467,030
11,200,353 10,733,323
5,934,908 11,200,353
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THE BANK OF AZAD JAMMU AND KASHMIR
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2022

1

2.1

2.2

STATUS AND NATURE OF BUSINESS

The Bank of Azad Jammu and Kashmir (the Bank) is a public unlisted Bank which was incorporated in
2006 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 and Behbood Fund & Group Insurance -
Government autonomous body own 100 percent of ordinary shares of the Bank as on December 31, 2022
in proportion of 100% and 0% (2021: 97.59% and 2.41%) respectively.

The Bank has 82 branches (2021: 77 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 BPRD Circular No 02 dated January 25, 2018, the Act and its Bye-Laws
2007 (the Bye-Laws).

ltems 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.

STATEMENT OF COMPLIANCE

Bye-Laws of the Bank 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 (SBP)
and Section 34 of the Banking Companies Ordinance, 1962. Accordingly, these financial statements have
been prepared in accordance with the requirements of the Act, its Bye-Laws and approved accounting and
reporting standards as applicable in Pakistan. Approved accounting and reporting standards comprise of:

- International Financial Reporting Standards (IFRS) issued by the International Accounting Standards
Board (IASB) as are notified by SECP under the Companies Act, 2017; and

- Provisions of and directives issued by the SBP under the Banking Companies Ordinance, 1962.

Whenever the requirements of the directives issued by the SBP differ with the requirements of IFRS, the
requirements of the said directives, shall prevail.

State Bank of Pakistan (SBP) via circular no. 3 of 2022 dated 05 July 2022, decided to extend the
implementation IFRS 9 from 1 January 2022 to 1 January 2024 for Banks having assets size less than
Rs. 500 billion. Nevertheless, early adoption of the Standard is permissible under the instructions issued
through the same circular.

The SBP vide BSD Circular No. 10, dated 26 August 2002 has deferred the applicability of the
International Accounting Standard (IAS) 40, “Investment Property" for banking companies till further
instructions. Further, the SECP vide its SRO 633 (l) / 2014, dated 10 July 2014 has deferred the
applicability of International Accounting Standard (IAS) 40. “Investment Property" and International
Financial Reporting Standard (IFRS) 7. “Financial Instruments: Disclosures" for banking companies till
further instructions. Accordingly, the requirements of these standards have not been considered in the
preparation of these financial statements. However, investments have been classified and valued in
accordance with the requirements prescribed by SBP through various circulars /regulations.

Standards, interpretations of and amendments to published approved accounting standards that
are effective for the year ended December 31, 2022

The following standards, amendments and interpretations are effective for the year ended December 31,
2022. These standards, amendments and interpretations are either not relevant to the Bank's operations
or are not expected to have significant impact on the Bank's financial statements other than certain
additional disclosures.
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Standard

Subject of amendment

Fees in the '10 per cent' test for derecognition of financial liabilities. The

IFRS 9 Financial instrum e :
i derecognize a financial liability An entity

amendment clarifies which fees an entity includes when it applies the 10}
per cent' test in paragraph B3 3 6 of IFRS 9 in assessing whether to

includes only fees paid or

received between the entity (the borrower) and the lender, including fees
paid or received by either the entity or the lender on the other's behalf.

Lease incentives. The amendment to
accompanying IFRS 16

IFRS 16 Leases

might arise because of how leas
example.

reimbursement of leasehold improvements by the |

any potential confusion regarding the treatment o
e incentives are illustrated in that

lllustrative Example 13

removes from the example the illustration of the

essor in order to resolve
f lease incentives that

_ requirement in paragraph 22 of IAS
IAS 41 Agriculture flows when measuring the fair valu

13.

Taxation in fair value measurements. The
41 for entities to exclude taxation cash

e of a biological asset using a present
value technique This will ensure consistency with the requirement

amendment removes the

s m IFRS

The amendments to IFRS 1, IFRS 9, and IAS 41 published today are all effective for annual periods

beginning on or after 1 January 2022. Early application is perl
regards an illustrative example, so no effective date is stated.

mitted. The amendment to IFRS 16 only

Standards, interpretations of and amendments to published approved accounting standards that

are not yet effective.

The following standards, amendments and interpretations are only effective for accounting periods,

beginning on or after the date mentioned against each of them.

Effective from accounting
period beginning on or after

Disclosure of Accounting Policies - Amendments to IAS 1 and IFRS
Practice Statement 2 - The amendments aim to help entities provide
accounting policy disclosures that are more useful by:

- Replacing the requirement for entities to disclose their significant’
accounting policies with a requirement to disclose their ‘material’
accounting policies; and
- Adding guidance on how entities apply the concept of materiality in
making decisions about accounting policy disclosures.

Definition of Accounting Estimates - Amendments to IAS 8 - The
amendments clarify the distinction between changes in accounting
estimates and changes in accounting policies and the correction of
errors. Also, they clarify how entities use measurement techniques and

inputs to develop accounting estimates.

Classification of liabilities as current or non-current (Amendments to
IAS 1)

The amendments aim to promote consistency in applying the
requirements by helping companies determine whether, in the
statement of financial position, debt and other liabilities with an
uncertain settlement date should be classified as current (due or
potentially due to be settled within one year) or non-current

January 01, 2023

January 01, 2023

January 01, 2023



Amendment to IFRS 16 'Leases' - Covid-19 related rent concessions
extended beyond June 30, 2021. The change:

- permit a lessee to apply the practical expedient regarding COVID-19-
related rent concessions to rent concessions for which any reduction in
lease payments affects only payments originally due on or before 30

June 2022 (rather than only payments originally due on or before 30
June 2021);

- require a lessee applying the amendment to do so retrospectively,
recognizing the cumulative effect of initially applying the amendment
as an adjustment to the opening balance of retained earnings (or other
component of equity, as appropriate) at the beginning of the annual
reporting period in which the lessee first applies the amendment; and

- specify that, in the reporting period in which a lessee first applies the

amendment, a lessee is not required to disclose the information
reallired hv naraaranh 28(f) of IAS R

Amendments to IFRS 3 'Business Combinations' - Reference to the
conceptual framework

- Update IFRS 3 so that it refers to the 2018 Conceptual
Framework instead of the 1989 Framework;

- Add to IFRS 3 a requirement that, for transactions and other events
within the scope of IAS 37 or IFRIC 21, an acquirer applies IAS 37 or
IFRIC 21 (instead of the Conceptual Framework) to identify the
liabilities it has assumed in a business combination; and

- Add to IFRS 3 an explicit statement that an acquirer does not recognize
contingent assets acquired in a business combination.

Amendments to IAS 16 'Property, Plant and Equipment' - Proceeds
before intended use.

- Property, Plant and Equipment — Proceeds before Intended Use
(Amendments to IAS 16) amends the standard to prohibit deducting
from the cost of an item of property, plant and equipment any proceeds
from selling items produced while bringing that asset to the location and
condition necessary for it to be capable of operating in the manner
intended by management. Instead, an entity recognizes the proceeds
from selling such items, and the cost of producing those items, in profit
or loss.

Amendments to IAS 37 'Provisions, Contingent Liabilities and
Contingent Assets' - Onerous Contracts — Cost of Fulfilling a Contract
(Amendments to IAS 37) specify that the ‘cost of fulfilling’ a contract
comprises the ‘costs that relate directly to the contract’. Costs that
relate directly to a contract can either be incremental costs of fulfilling
that contract (examples would be direct labour, materials) or an
allocation of other costs that relate directly to fulfilling contracts (an
example would be the allocation of the depreciation charge for an item
of property, plant and equipment used in fulfilling the contract).

Annual Improvements to IFRS Standards 2018-2020 Cycle
(related to IFRS 9, IFRS 16 and IAS 41) states as follows

Effective from Accounting
period beginning on or after

April 01, 2021

January 01, 2022

January 01, 2022

January 01, 2022

January 01, 2022
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Effective from accounting
period beginning on or after

Amendments to IAS 12 'Income Taxes' - deferred tax related to assets January 01, 2023

and liabilities arising from a single transaction. The main change
in Deferred Tax related to Assets and Liabilities arising from a Sangle
Transaction (Amendments to IAS 12) is an exemption from the in!‘t!al
recognition exemption provided in IAS 12. Accordingly, the initial
recognition exemption does not apply to transactions in which equal
amounts of deductible and taxable temporary differences arise on initial
recognition.

Amendments to IFRS 16 ' Leases -Lease Liability in a Sale and
Leaseback arrangement.

The change requires a seller-lessee to subsequently measure lease
liabilities arising from a leaseback in a way that it does not recognise
any amount of the gain or loss that relates to the right of use it retains.
The new requirements do not prevent a seller-lessee from recognising
in profit or loss any gain or loss relating to the partial or full termination
of a lease.

While the November 2020 exposure draft had proposed that a seller-
lessee initially measures the right-of-use asset and lease liability arising
from a leaseback using the present value of expected lease payments
at the commencement date, the final amendments do not prescribe
specific measurement requirements for lease liabilities arising from a
leaseback. The amendments also include one amended and one new
illustrative examnles

Amendments to IFRS 10 & IAS 28, Consolidated Financial Statements
& Investment in Associates and Joint Ventures - Sale or Contribution of Not yet finalized
Assets between an Investor and its Associate or Joint Venture.

January 01, 2024

Other than the aforesaid standards, interpretations and amendments, the International Accounting
Standards Board (IASB) has also issued the following standards which have not been adopted locally by
the Securities and Exchange Commission of Pakistan:

- IFRS 1 - First Time Adoption of International Financial Reporting Standards

- IFRS 17 — Insurance Contracts
Use of critical accounting estimates and judgments
The preparation of financial statements is 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 (mentioned in respective notes) are
as follow:
i) Classification and provisioning against investment (note 4.2)
ii) Provision against advances (note 4.3)
iiil) Valuation and impairment of available for sale securities (note 4.2.5)
iv) Useful life/depreciation of property and equipment (note 4.4) and valuation of right of use asset

and lease liability (note 4.6)

V) Current and deferred taxation (note 4.9)

BASIS OF MEASUREMENT

These financial statements have been prepared under the historical cost convention as modified for
certain investments which are carried at fair values and right of use assets and their lease liabilties which
are carried at present values.






