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COMMENTS OF THE COMPTROLLER & AUDITOR GENERAL OF INDIA UNDER
SECTION 143 (6)(b) OF THE COMPANIES ACT, 2013 ON THE FINANCIAL
STATEMENTS OF ‘THE JAMMU & KASHMIR BANK LIMITED’ FOR THE YEAR
ENDED ON 31 MARCH 2026

The preparation of financial statements of ‘The Jammu & Kashmir Bank Limited’
(Bank) for the year ended on 31 March 2026 in accordance with the financial reporting
framework prescribed under the Companies Act, 2013 (Act) is the responsibility of the
Management of the Bank. The Statutory Auditors appointed by the Comptroller & Auditor
General of India under Section 139(5) of the Companies Act, 2013 are responsible for expressing
opinion on these financial statements under Section 143 of the Companies Act, 2013 based on
independent audit in accordance with the Standards on Auditing prescribed under Section
143(10) of the Act. This is stated to have been done by them vide their Audit Report dated 5 May
2026.

I, on the behalf of the Comptroller & Auditor General of India, have conducted a supplementary
audit of the financial statements of ‘The Jammu & Kashmir Bank Limited’ for the year ended
on 31 March 2026 under Section 143(6)(a) of the Act. The supplementary audit has been carried
out independently without access to the working papers of the Statutory Auditors and is limited
primarily to inquiries of the Statutory Auditors and Bank personnel and a selective examination
of some of accounting records.

Based on my supplementary audit, I would like to highlight the following significant matters
under Section 143(6)(b) of the Act, which have come to my attention and which, in my view, are
necessary for enabling a better understanding of the financial statements and the related Audit
Report:

A. Comments on Financial Position
A.l1  Assets
Balance with Banks and Money at Call and Short Notice (Schedule 7):¥ 203.93 crore
Outside India: ¥176.85 crore

Above includes 11 Nostro Accounts of the Bank in foreign banks with balance of ¥87.36 crore as
on 31 March 2026. As per Bank’s records, there were corresponding 20 Mirror Accounts with
balance of 336.26 crore as on 31 March 2026, leading to a variation of I51.10 crore. However,
despite the above variation, the reconciliation statement was not prepared.

B. Comments on Cash Flow

Cash Flow Statement
Cash Flow from Investing Activities-(Z 302.24 crore)

The above has been arrived at after considering the gross increase (I 469.33 crore) in the value
of fixed assets (purchases: X 158.52 crore plus increase due to revaluation: X 310.81 crore) as
‘cash outflow’ and netting off the same to the extent of increase in ‘Revaluation Reserve’
(X 310.81 crore) by treating this increase as ‘cash inflow’. Since the increase in revaluation



reserve is a ‘non-cash item’, the same should not have been shown in the Cash Flow Statement in
terms of Accounting Standard-3.

Thus, to derive the ‘cash flow from investing activities’ while preparing the ‘cash flow
statements’, the net outflow of cash on purchase of fixed assets (X 158.52 crore) should only be
considered.

C. Comments on Disclosure

Principal Accounting policies (Schedule 17)
D.3: Advances

1. The Bank has not disclosed its accounting policy with regard to additional provisioning
towards balance outstanding in respect of advances covered by any existing or future
schemes/guarantees launched by Credit Guarantee Fund Trust for Micro and Small Enterprises
(CGTMSE) and National Credit Guarantee Trustee Company (NCGTC). Despite the issue being
pointed out by way of CAG’s comments on the financial statements of the Bank for the year 2024-
25, no corrective action was taken by the Bank.

Notes on Standalone Accounts (Schedule 18)
Note 15-Disclosure Requirements as per the Accounting Standards
AS-22 ‘Accounting for taxes on Income’ — Deferred Tax (Note no. 15 (h)(b)

2. During 2025-26, the Bank adopted the Board approved (5 May 2026) Policy on
recognition of Deferred Tax Assets (DTA) on the provision for doubtful debts. Accordingly, the
Bank started recognising DTA on actual disallowance (100 per cent) of the provision for
doubtful debts by the Income Tax Department instead of recognizing the same at 50 per cent of
the disallowed portion of the provision for doubtful debts, as per the past practice. Due to the
adoption of new accounting policy, DTA of the Bank has increased from X 69.96 crore to
X188.69 crore resulting in a net impact of X118.73 crore on profitability for the current year,
which has not been disclosed in the Notes to Accounts-18 contrary to the requirement of AS-1.

Further, the new Accounting Policy adopted by the Bank during 2025-26 as mentioned above,
has also not been disclosed under ‘Standalone Schedule 17-Principal Accounting Policies’, as
required under Accounting Standard 1.

D. Other Comments

As per Section 394 read with provisions of Section 395 of the Companies Act, 2013, the Annual
Report on the working and affairs of the Company, is required to be prepared within three
months of the Annual General Meeting before which the comments of the CAG and the audit
report is placed and as soon as after such preparation, be laid before both Houses of Parliament
and the State Legislature together with the audit report and the comments of the CAG thereon.

Though the Bank forwarded (September 2025) its Annual Report for FY 2024-25 to the Finance
Department, Government of Jammu & Kashmir for placement before the UT Legislature, the
same was not forwarded to UT of Ladakh for its placement before the Parliament in terms of



section 394 of the Companies Act as the Government of India is also member of the Bank
through UT of Ladakh (shareholding of 4.16 per cent).

Further, Annual Report of the Bank for the year 2024-25 was neither placed before Parliament
nor the UT Legislature in violation of section 394 and 395 of the Companies Act, 2013.

For and on the behalf of the
Comptroller & Auditor General of India
Date: 19 August 2026
Place: Srinagar
Principal Accountant General (Audit)
Jammu and Kashmir



COMMENTS OF THE COMPTROLLER & AUDITOR GENERAL OF INDIA UNDER
SECTION 143 (6)(b) READ WITH SECTION 129 (4) OF THE COMPANIES ACT, 2013
ON THE CONSOLIDATED FINANCIAL STATEMENTS OF ‘THE JAMMU &
KASHMIR BANK LIMITED’ FOR THE YEAR ENDED ON 31 MARCH 2026

The preparation of consolidated financial statements of The Jammu & Kashmir Bank
Limited (Bank) for the year ended on 31 March 2026 in accordance with the financial reporting
framework prescribed under the Companies Act, 2013 (Act) is the responsibility of the
Management of the Bank. The Statutory Auditors appointed by the Comptroller & Auditor
General of India under Section 139(5) read with Section 129 (4) of the Act are responsible for
expressing opinion on these financial statements under Section 143 read with Section 129 (4) of
the Act based on independent audit in accordance with the Standards on Auditing prescribed
under Section 143(10) of the Act. This is stated to have been done by them vide their Audit
Report dated 5 May 2026.

I, on the behalf of the Comptroller & Auditor General of India, have conducted a supplementary
audit of the consolidated financial statements The Jammu & Kashmir Bank Limited for the
year ended on 31 March 2026 under Section 143(6)(a) read with Section 129 (4) of the Act. We
conducted a supplementary audit of the financial statements of The Jammu & Kashmir Bank
Limited (Parent company). The supplementary audit of the financial statements of JKB
Financial Services Limited (Subsidiary) for the year ended on 31 March 2026 was conducted as
the financial statements of the Subsidiary Company were audited by the Statutory Auditors
appointed by the C&AG of India. Further, section 139 (5) and 143 (6)(b) of the Act are not
applicable to J&K Grameen Bank (Associate Bank) for appointment of their statutory auditors
and for conduct of supplementary audit. Accordingly, Comptroller and Auditor General of India
has neither appointed the statutory auditors nor conducted the supplementary audit of the
Associate Bank. This supplementary audit has been carried out independently without access to
the working papers of the Statutory Auditors and is limited primarily to inquiries of the Statutory
Auditors and Bank personnel and a selective examination of some of accounting records.

Based on my supplementary audit, I would like to highlight the following significant matters
under Section 143(6)(b) read with section 129 (4) of the Act, which have come to my attention
and which, in my view, are necessary for enabling a better understanding of the financial
statements and the related Audit Report:

A. Comments on Financial Position

Balance Sheet

Assets

Balance with Banks and Money at Call and Short Notice (Schedule 7): ¥233.37 crore
Outside India: ¥ 176.86 crore



Above includes 11 Nostro Accounts of the Bank in foreign banks with balance of ¥87.36 crore as
on 31 March 2026. As per Bank’s records, there were corresponding 20 Mirror Accounts with
balance of 336.26 crore as on 31 March 2026, leading to a variation of ¥51.10 crore. However,
despite the above variation, the reconciliation statement was not prepared.

B. Comments on Cash Flow

Cash Flow Statement
Cash Flow from Investing Activities-(Z 302.29 crore)

The above has been arrived at after considering the gross increase (X 469.37 crore) in the value
of fixed assets (purchases: X 158.56 crore plus increase due to revaluation: I 310.81 crore) as
‘cash outflow’ and netting off the same to the extent of increase in ‘Revaluation Reserve’
(X 310.81 crore) by treating this increase as ‘cash inflow’. Since the increase in revaluation
reserve is a ‘non-cash item’, the same should not have been shown in the Cash Flow Statement in
terms of Accounting Standard-3.

Thus, to derive the ‘cash flow from investing activities’ while preparing the ‘cash flow
statements’, the net outflow of cash on purchase of fixed assets (X 158.56 crore) should only be
considered.

C. Comments on Disclosure

Principal Accounting policies (Consolidated Schedule 17)
D.3 Advances

1. The Bank has not disclosed its accounting policy with regard to additional provisioning
towards balance outstanding in respect of advances covered by any existing or future
schemes/guarantees launched by Credit Guarantee Fund Trust for Micro and Small Enterprises
(CGTMSE) and National Credit Guarantee Trustee Company (NCGTC). Despite the issue being
pointed out by way of CAG’s comments on the financial statements of the Bank for the year
2024-25, no corrective action was taken by the Bank.

Notes on Consolidated Accounts (Schedule 18)
Note 15-Disclosure Requirements as per the Accounting Standards
AS-22-Accounting for taxes on Income Deferred Tax_(Note 15 (h) (b)

2. During 2025-26, the Bank adopted the Board approved (5 May 2026) Policy on
recognition of Deferred Tax Assets (DTA) on the provision for doubtful debts. Accordingly, the
Bank started recognising DTA on actual disallowance (100 per cent) of the provision for
doubtful debts by the Income Tax Department instead of recognising the same at 50 per cent of
the disallowed portion of the provision for doubtful debts, as per the past practice. Due to the
adoption of new accounting policy, DTA of the Bank has increased from X 69.96 crore to
X 188.70 crore resulting into a net impact of X 118.74 crore on profitability for the current year,
which has not been disclosed in the Notes to Accounts-18 contrary to the requirement of AS-1.




Further, the new Accounting Policy adopted by the bank during 2025-26 as mentioned above,
has also not been disclosed under ‘Consolidated Schedule 17-Principal Accounting Policies’, as
required under Accounting Standard 1.

D. Other Comments

As per Section 394 read with provisions of Section 395 of the Companies Act, 2013, the Annual
Report on the working and affairs of the Company, is required to be prepared within three
months of the Annual General Meeting before which the comments of the CAG and the audit
report is placed and as soon as after such preparation, be laid before both Houses of Parliament
and the State Legislature together with the audit report and the comments of the CAG thereon.

Though the Bank forwarded (September 2025) its Annual Report for FY 2024-25 to the Finance
Department, Government of Jammu & Kashmir for placement before the UT Legislature, the
same was not forwarded to UT of Ladakh for its placement before the Parliament in terms of
section 394 of the Companies Act as the Government of India is also member of the Bank
through UT of Ladakh (shareholding of 4.16 per cent).

Further, Annual Report of the Bank for the year 2024-25 was neither placed before the
Parliament nor the UT Legislature in violation of section 394 and 395 of the Companies Act,
2013.

For and on the behalf of the
Comptroller & Auditor General of India
Date: 19 August 2026
Place: Srinagar
Principal Accountant General (Audit)
Jammu and Kashmir



Comments of C&AG

The Comptroller and Auditor General of India has issued Comments under Section 143 (6) of the Companies Act, 2013 on the Standalone
and Consolidated Financial Statements of the Bank for the year ended March 31, 2026 ¢
The Bank's replies to the comments are furnished below

ON THE STANDALONE FINANCIAL STATEMENTS

S.
No. CAG Comments Auditors’/Banks’ Remarks
1 Comments on Financial Position The Bank receives Nostro account statements from its correspondent

banks on a T+1 basis due to differences in global time zones and settlement
X cycles. Accordingly, the balances in the corresponding mirror accounts
E)Scth?:ulle :)22132:35 IS maintained in the Bank's Core Banking System (CBS-Finacle) are updated
OO IDEEE S ICHONS on the next business day by uploading the Nostro statements received
Above includes 11 Nostro Accounts of the Bank in foreign banks from the correspondent banks.
with balance of ¥87.36 crore as on March 31, 2026. As per Bank undertakes reconciliation process on daily basis and the statement
Bank's records, there were corresponding 20 Mirror Accounts of unreconciled entries as on March 31, 2026 has been drawn and the
with balance of 36.26 crore as on March 31, 2026, leading to a pending entries are being followed up on an ongoing basis as per the
variation of ?51.10 crore. However, despite the above variation, extant guidelines of the Bank. Details of the pending entries are being
the reconciliation statement was not prepared. placed to the ACB for review on quarterly basis.

Majority of credits appearing in the Nostro accounts relate to inward
remittances or other receipts on behalf of the Bank's customers. Such
credits are recognized in the mirror accounts only after the corresponding
Nostro statement is received and the transactions are processed by
Treasury Operations. Consequently, customer accounts are credited on
a T+l basis. Conversely, in the case of outward remittances, the Bank
records the transaction in its books on the date of payment by crediting
the mirror account and simultaneously debiting the Nostro account.
Owing to these differences in the timing of accounting entries, the
balances appearing in the Nostro accounts maintained by correspondent
banks and the corresponding mirror accounts maintained in the Bank's
CBS do not necessarily match at the close of business on any particular
day.

The audit observation states that the balance under "Balances with Banks
in Current Accounts outside India" disclosed under Schedule 7 amounts
to ¥87.36 crore. This does not represent the balance disclosed in the
Bank's books of account.

Balance with Banks and Money at Call and Short Notice

As on March 31, 2026, the position is as follows:

. The balance of ¥87.36 crore represents the INR equivalent of
the foreign currency balances appearing in the Nostro account
statements received from the correspondent banks, translated at
the applicable FEDAI closing exchange rates as on March 31, 2026.
The statement was received on 02.04.2026 and was updated in the
system on 02.04.2026 only.

. The balance of ¥36.26 crore represents the corresponding balances
in the mirror accounts maintained in the Bank's CBS (Finacle),
translated using the same FEDAI closing exchange rates.

. The mirror accounts maintained in the CBS constitute the Bank's
General Ledger and books of account and, therefore, form the
basis for preparation of the financial statements and disclosure
under Schedule 7 of the Balance Sheet and not from the external
correspondent bank statements.

Accordingly, the balance of ¥36.26 crore disclosed under Schedule 7
correctly represents the Bank's balances with banks outside India as
recorded in its books of account as on March 31, 2026. The difference
between the Nostro statement balances and the mirror account balances
arises solely due to timing differences resulting from differences in
international time zones / settlement cycles. Transactions reflected by
correspondent banks after the close of business in India are accounted
for in the mirror accounts on the following business day (T+1) upon receipt
and processing of the relevant Nostro statements as per the Bank's
established accounting process. Such timing differences are temporary
in nature, constitute part of the normal settlement mechanism for
cross-border foreign exchange transactions and are reqgularly identified
and cleared through the Bank's daily Nostro reconciliation process.
Further the daily Nostro reconciliation process is independently reviewed,
and all outstanding entries are monitored through exception reports with
prescribed ageing limits.



S

No. CAG Comments

Auditors'/Banks’ Remarks

2

Comments on Cash Flow

Cash Flow Statement
Cash Flow from Investing Activities-(¥302.24 crore)

The above has been arrived at after considering the gross
increase (F469.33 crore) in the value of fixed assets (purchases:
3158.52 crore plus increase due to revaluation: ¥310.81 crore) as
‘cash outflow’ and netting off the same to the extent of increase
in ‘Revaluation Reserve’ (310.81crore) by treating this increase
as ‘cash inflow'. Since the increase in revaluation reserve is a
‘non-cash item’, the same should not have been shown in the
Cash Flow Statement in terms of Accounting Standard-3.

Thus, to derive the ‘cash flow from investing activities' while
preparing the ‘cash flow statements’, the net outflow of cash
on purchase of fixed assets (%158.52 crore) should only be
considered.

Comments on Disclosure

Principal Accounting policies (Schedule 17)
D.3: Advances

1. TheBankhasnot disclosed its accounting policy with regard
to additional provisioning towards balance outstanding
in respect of advances covered by any existing or future
schemes/guarantees launched by Credit Guarantee Fund
Trust for Micro and Small Enterprises (CGTMSE) and
National Credit Guarantee Trustee Company (NCGTC).
Despite the issue being pointed out by way of CAG's
comments on the financial statements of the Bank for the
year 2024-25, no corrective action was taken by the Bank.

Notes on Standalone Accounts (Schedule 18)

Note 15-Disclosure Requirements as per the Accounting
Standards

AS-22 ‘Accounting for taxes on Income’ - Deferred Tax
(Note no. 15 (h)(b)

2. During 2025-26, the Bank adopted the Board approved
(5 May 2026) Policy on recognition of Deferred Tax Assets
(DTA) on the provision for doubtful debts. Accordingly, the
Bank started recognising DTA on actual disallowance (100 per
cent) of the provision for doubtful debts by the Income Tax
Department instead of recognizing the same at 50 per cent of
the disallowed portion of the provision for doubtful debts, as
per the past practice. Due to the adoption of new accounting
policy, DTA of the Bank has increased from ¥69.96 crore to
%188.69 crore resulting in a net impact of 118.73 crore on
profitability for the current year, which has not been disclosed
in the Notes to Accounts-18 contrary to the requirement of AS-1.

Further, the new Accounting Policy adopted by the Bank during
2025-26 as mentioned above, has also not been disclosed
under ‘Standalone Schedule 17-Principal Accounting Policies’,
as required under Accounting Standard 1.

Accordingly, the difference does not represent unreconciled items,
accounting deficiencies or loss of funds, but merely reflects the
distinction between:

. The balances appearing in the books of the correspondent banks
(Nostro statements), and

The balances recorded in the Bank's own books of account (mirror
accounts) as at the reporting date.

Therefore, the amount disclosed under Schedule 7 appropriately
reflects the balances as per the Bank's books of account and presents
a true and fair view of the Bank's financial position as on March 31,
2026.

During the year, the Bank reported a net movement in Fixed Assets
of ¥469.33 crore, which included a non-cash increase of ¥310.81 crore
arising from the revaluation of assets.

To provide transparent disclosure of this material non-cash transaction,
the Bank separately disclosed the subsequent net increase in the
revaluation reserve and showed the resultant cash movement in total.
This presentation in the Cash Flow Statement was intended to isolate
the impact of the revaluation, ensuring that only actual cash outflows
for acquiring fixed assets were reflected in net investing activities.

Because this ¥310.81 crore adjustment is strictly non-cash, it does
not affect the Bank's net cash flows, and its separate disclosure and
reconciliation help readers match it with fixed asset movements.
Consequently, this presentation correctly states the cash flows
without causing any overstatement or understatement of cash, cash
equivalents, profits, reserves, net worth, or the overall financial
position of the Bank.

The additional provision maintained by the Bank in respect of
guarantee-covered advances is specifically disclosed in Para 15(a)
of Schedule 18. The provisioning itself is in excess of the minimum
requirements prescribed under the applicable RBI norms and the
relevant information has been disclosed appropriately.

The basis of recognition and measurement of deferred tax, as set
out in Item D-9 of Schedule 17 and governed by AS-22, has remained
unchanged. During the year, the Bank's assessment of the extent to
which the bad-debt provision disallowed in earlier years is expected to
be adjusted against future write-offs and, upon attaining reasonable
certainty, and accordingly the corresponding Deferred Tax Asset was
recognized. The policy approved on 05.05.2026 merely provides the
operational guidance regarding the assessment of recoverability of
deferred tax assets arising on account of disallowed provision for
bad and doubtful debts by segregating the General ledger to align
the same with applicability of Section 36(2)(v)(b) of Income Tax Act
read with Section 36(1)(vii). Consequently, this represents a change in
accounting estimate rather than a change in accounting policy under
AS 5. The corresponding Deferred Tax Asset has been recognized
prospectively, its financial impact has been duly disclosed in the
accounts, and the treatment remains fully consistent with both AS-22
and the Bank's stated accounting policy.



S.
No. CAG Comments

Auditors'/Banks’ Remarks

4 Other Comments

As per Section 394 read with provisions of Section 395 of
the Companies Act, 2013, the Annual Report on the working
and affairs of the Company, is required to be prepared within
three months of the Annual General Meeting before which the
comments of the CAG and the audit report is placed and as
soon as after such preparation, be laid before both Houses of
Parliament and the State Legislature together with the audit
report and the comments of the CAG thereon.

Though the Bank forwarded (September 2025) its Annual
Report for FY 2024-25 to the Finance Department, Government
of Jammu & Kashmir for placement before the UT Legislature,
the same was not forwarded to UT of Ladakh for its placement
before the Parliament in terms of section 394 of the Companies
Act as the Government of India is also member of the Bank
through UT of Ladakh (shareholding of 4.16 per cent).

Further, Annual Report of the Bank for the year 2024-25 was
neither placed before Parliament nor the UT Legislature in
violation of section 394 and 395 of the Companies Act, 2013.

The comments of the CAG are noted and going forward, copy of the
Annual Report of the Bank shall also be forwarded to UT of Ladakh for
its placement before the Parliament. Further, Bank shall make proper
follow-up with the Governments of the UT's of J&K and Ladakh for
placement of the Annual Report before the UT Legislature and the
Parliament respectively.

ON THE CONSOLIDATED FINANCIAL STATEMENTS

S. No. CAG Comments

Auditors'/Banks’ Remarks

1 Comments on Financial Position

Balance with Banks and Money at Call and Short Notice

(Schedule 7): ¥233.37 crore
Outside India: ¥176.86 crore

The Bankreceives Nostro account statements fromits correspondent
banks on a T+ basis due to differences in global time zones and
settlement cycles. Accordingly, the balances in the corresponding
mirror accounts maintained in the Bank's Core Banking System
(CBS-Finacle) are updated on the next business day by uploading

Above includes 11 Nostro Accounts of the Bank in foreign banks
with balance of ¥87.36 crore as on March 31, 2026. As per
Bank's records, there were corresponding 20 Mirror Accounts
with balance of ¥36.26 crore as on March 31, 2026, leading to a
variation of ¥51.10 crore. However, despite the above variation,
the reconciliation statement was not prepared.

the Nostro statements received from the correspondent banks.

Bank undertakes reconciliation process on daily basis and the
statement of unreconciled entries as on March 31, 2026 has been
drawn and the pending entries are being followed up on an ongoing
basis as per the extant guidelines of the Bank. Details of the pending
entries are being placed to the ACB for review on quarterly basis.

Majority of credits appearing in the Nostro accounts relate to
inward remittances or other receipts on behalf of the Bank's
customers. Such credits are recognized in the mirror accounts
only after the corresponding Nostro statement is received and the
transactions are processed by Treasury Operations. Consequently,
customer accounts are credited on a T+l basis. Conversely, in the
case of outward remittances, the Bank records the transaction in
its books on the date of payment by crediting the mirror account
and simultaneously debiting the Nostro account. Owing to these
differences in the timing of accounting entries, the balances
appearing in the Nostro accounts maintained by correspondent
banks and the corresponding mirror accounts maintained in the
Bank's CBS do not necessarily match at the close of business on any
particular day.

The audit observation states that the balance under "Balances with
Banks in Current Accounts outside India" disclosed under Schedule
7 amounts to ¥87.36 crore. This does not represent the balance
disclosed in the Bank's books of account.

As on March 31, 2026, the position is as follows:

The balance of ¥87.36 crore represents the INR equivalent of
the foreign currency balances appearing in the Nostro account
statements received from the correspondent banks, translated
at the applicable FEDAI closing exchange rates as on March
31, 2026. The statement was received on 02.04.2026 and was
updated in the system on 02.04.2026 only.

The balance of %36.26 crore represents the corresponding
balances in the mirror accounts maintained in the Bank's CBS
(Finacle), translated using the same FEDAI closing exchange
rates.



S. No. CAG Comments

Auditors'/Banks’ Remarks

2 Comments on Cash Flow

Cash Flow Statement
Cash Flow from Investing Activities-(3302.29 crore)

The above has been arrived at after considering the gross
increase (3469.37 crore) in the value of fixed assets (purchases:
%158.56 crore plus increase due to revaluation: ¥310.81 crore) as
‘cash outflow’ and netting off the same to the extent of increase
in ‘Revaluation Reserve’ (310.81crore) by treating this increase
as ‘cash inflow". Since the increase in revaluation reserve is a
‘non-cash item’, the same should not have been shown in the
Cash Flow Statement in terms of Accounting Standard-3.

Thus, to derive the ‘cash flow from investing activities’ while
preparing the ‘cash flow statements’, the net outflow of cash
on purchase of fixed assets (3158.56 crore) should only be
considered.

The mirror accounts maintained in the CBS constitute the
Bank's General Ledger and books of account and, therefore,
form the basis for preparation of the financial statements and
disclosure under Schedule 7 of the Balance Sheet and not from
the external correspondent bank statements.

Accordingly, the balance of ¥36.26 crore disclosed under Schedule
7 correctly represents the Bank's balances with banks outside
India as recorded in its books of account as on March 31, 2026. The
difference between the Nostro statement balances and the mirror
account balances arises solely due to timing differences resulting
from differences in international time zones / settlement cycles.
Transactions reflected by correspondent banks after the close of
business in India are accounted for in the mirror accounts on the
following business day (T+1) upon receipt and processing of the
relevant Nostro statements as per the Bank's established accounting
process. Such timing differences are temporary in nature, constitute
part of the normal settlement mechanism for cross-border foreign
exchange transactions and are regularly identified and cleared
through the Bank's daily Nostro reconciliation process. Further the
daily Nostro reconciliation process is independently reviewed, and
all outstanding entries are monitored through exception reports
with prescribed ageing limits.

Accordingly, the difference does not represent unreconciled items,
accounting deficiencies or loss of funds, but merely reflects the
distinction between:

. The balances appearing in the books of the correspondent
banks (Nostro statements), and

The balances recorded in the Bank's own books of account
(mirror accounts) as at the reporting date.

Therefore, the amount disclosed under Schedule 7 appropriately
reflects the balances as per the Bank's books of account and
presents a true and fair view of the Bank's financial position as on
March 31, 2026.

During the year, the Bank reported a net movement in Fixed Assets
of ¥469.37 crore, which included a non-cash increase of ¥310.81
crore arising from the revaluation of assets.

To provide transparent disclosure of this material non-cash
transaction, the Bank separately disclosed the subsequent net
increase in the revaluation reserve and showed the resultant cash
movement in total. This presentation in the Cash Flow Statement
was intended to isolate the impact of the revaluation, ensuring that
only actual cash outflows for acquiring fixed assets were reflected
in net investing activities.

Because this 310.81 crore adjustment is strictly non-cash, it does
not affect the Bank's net cash flows, and its separate disclosure and
reconciliation help readers match it with fixed asset movements.
Consequently, this presentation correctly states the cash flows
without causing any overstatement or understatement of cash,
cash equivalents, profits, reserves, net worth, or the overall financial
position of the Bank.



S. No. CAG Comments

Auditors'/Banks’ Remarks

3 Comments on Disclosure

Principal Accounting policies (Schedule 17)
D.3: Advances

1. TheBankhasnot disclosed its accounting policy with regard
to additional provisioning towards balance outstanding
in respect of advances covered by any existing or future
schemes/guarantees launched by Credit Guarantee Fund
Trust for Micro and Small Enterprises (CGTMSE) and
National Credit Guarantee Trustee Company (NCGTC).
Despite the issue being pointed out by way of CAG's
comments on the financial statements of the Bank for the
year 2024-25, no corrective action was taken by the Bank.

Notes on Consolidated Accounts (Schedule 18)

Note 15-Disclosure Requirements as per the Accounting
Standards

AS-22 ‘Accounting for taxes on Income’ - Deferred Tax
(Note no. 15 (h)(b)

2. During 2025-26, the Bank adopted the Board approved (5
May 2026) Policy on recognition of Deferred Tax Assets
(DTA) on the provision for doubtful debts. Accordingly, the
Bank started recognising DTA on actual disallowance (100
per cent) of the provision for doubtful debts by the Income
Tax Department instead of recognising the same at 50 per
cent of the disallowed portion of the provision for doubtful
debts, as per the past practice. Due to the adoption of new
accounting policy, DTA of the Bank has increased from
%69.96 crore to%188.70 crore resulting into a net impact of
3118.74 crore on profitability for the current year, which has
not been disclosed in the Notes to Accounts-18 contrary to
the requirement of AS-1.

Further, the new Accounting Policy adopted by the bank during
2025-26 as mentioned above, has also not been disclosed
under ‘Consolidated Schedule 17-Principal Accounting Policies’,
as required under Accounting Standard 1.

4 Other Comments

As per Section 394 read with provisions of Section 395 of
the Companies Act, 2013, the Annual Report on the working
and affairs of the Company, is required to be prepared within
three months of the Annual General Meeting before which the
comments of the CAG and the audit report is placed and as
soon as after such preparation, be laid before both Houses of
Parliament and the State Legislature together with the audit
report and the comments of the CAG thereon.

Though the Bank forwarded (September 2025) its Annual
Report for FY 2024-25 to the Finance Department, Government
of Jammu & Kashmir for placement before the UT Legislature,
the same was not forwarded to UT of Ladakh for its placement
before the Parliament in terms of section 394 of the Companies
Act as the Government of India is also member of the Bank
through UT of Ladakh (shareholding of 4.16 per cent).

Further, Annual Report of the Bank for the year 2024-25 was
neither placed before the Parliament nor the UT Legislature in
violation of section 394 and 395 of the Companies Act, 2013.

The additional provision maintained by the Bank in respect of
guarantee-covered advances is specifically disclosed in Para 15(a)
of Schedule 18. The provisioning itself is in excess of the minimum
requirements prescribed under the applicable RBI norms and the
relevant information has been disclosed appropriately.

The basis of recognition and measurement of deferred tax, as set
out in Item D-9 of Schedule 17 and governed by AS-22, has remained
unchanged. During the year, the Bank's assessment of the extent to
which the bad-debt provision disallowed in earlier years is expected
to be adjusted against future write-offs and, upon attaining
reasonable certainty, and accordingly the corresponding Deferred
Tax Asset was recognized. The policy approved on 05.05.2026
merely provides the operational guidance regarding the assessment
of recoverability of deferred tax assets arising on account of
disallowed provision for bad and doubtful debts by segregating the
General ledger to align the same with applicability of Section 36(2)
(v)(b) of Income Tax Act read with Section 36(1)(vii). Consequently,
this represent a change in accounting estimate rather than a change
in accounting policy under AS 5. The corresponding Deferred Tax
Asset has been recognized prospectively, its financial impact has
been duly disclosed in the accounts, and the treatment remains fully
consistent with both AS-22 and the Bank's stated accounting policy.

The comments of the CAG are noted and going forward, copy
of the Annual Report of the Bank shall also be forwarded to UT
of Ladakh for its placement before the Parliament. Further, Bank
shall make proper follow-up with the Governments of the UT's of
J&K and Ladakh for placement of the Annual Report before the UT
Legislature and the Parliament respectively.
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