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Disclosure as per Basel Il Requirements

a. 1. Capital Structure and Capital Adequacy
+ Tier 1 Capital and a breakdown of its components
Amount in NPR'000

Core Capital (Tier I) 1,208,217
A. Paid up Equity Share Capital 1,000,000
B. Proposed Bonus Equity Share 100,000
C. Statutory General Reserve 97,194
D. Retain Earnings 11,023
+ Tier 2 Capital and a breakdown Amount in NPR'000

of its components

Supplementary Capital (Tier Il) 19,649

A. General Loan Loss Provision 19,649

Detailed information about the Subordinated Term Debts with
information of the outstanding amount, maturity, amount raised
during the year and amount eligible to be reckoned as capital funds
None
+ Deductions from capital
None
« Total qualifying capital;

Amount in NPR'000
Total Capital Fund (Tier 1 and Tier 2) 1,227,866

+ Capital adequacy ratio

Tier 1 Capital to Total Risk Weighted Exposures 34.79
Tier 1 and Tier 2 Capital to Total Risk Weighted Exposures ~ 35.35

Summary of the Bank's internal approach to assess the adequacy
of its capital to support current and future activities:

o Regular monitoring of the Capital Adequacy by Internal Auditor
and Audit Committee.

o Periodic supervision by the Top Management/Board

.

Summary of the terms, conditions and main features of all capital
instruments, especially in case of subordinated term debts including
hybrid capital instruments.

None

2. Risk Exposures

* Risk weighted exposures for Credit Risk, Market Risk and
Operational Risk

Amount in NPR’000

1.1 Risk Weighted Exposures Current Period
a. Risk Weighted Exposure for Credit Risk 3,283,891

\\b.Risk Weighted Exposure for Operational Risk 184,147

C.

Risk Weighted Exposure for Market Risk

Total Risk Weighted Exposures (a+b+c)

5,066
3,473,104

+ Risk Weighted Exposures under each of 11 categories of Credit

Risk
Amount in NPR'000
Particulars Risk Weighted Exposure
a. Claims on government & central Bank -
b. Claims on other official entities -
c. Claims on banks 1,168,787
d. Claims on corporate & securities 922,719
e. Claims on regulatory retail portfolio 189,522
f. Claims secured by residential properties 327,278
g. Claims secured by commercial real state 373,442
h. Past due claims
i. High risk claims 1,371
j. Other Assets 222,144
k. Off balance sheet items 78,629
« Total Risk weighted exposure calculation table
Attached
+ Amount of NPAs (both Gross and Net)
Category Gross Provision Net
Substandard 6,133,741 1,533,435 1,533,435
Doubtful 3,705,929 1,852,965 1,852,965
Loss 20,668,909 20,668,909 -
30,508,579 24,055,309 3,386,400
* NPAratios
o Gross NPA to Gross Advances  1.52
o Net NPA to Net Advances 0.17
+ Movement of Non Performing Assets
Particulars Opening Closing Movement
Balance Balance
Non Performing Loan 25,074,401 30,508,579 14,245,162
1. Substandard 6,133,741 6,133,741
2. Doubtful 3,705,929 3,705,929
3. Loss 25,074,401 20,668,909 4,405,492

Nil

Write off of Loans and Interest Suspense

Movements in Loan Loss Provisions

[4¥]
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Particulars Opening Closing Movement
Balance Balance

Loan Provision
1. Pass 29,251,012 44,099,510 14,848,498
2. Restructured 2,019,927 1,810,878 (209,049)
3. Substandard 1,533,435 1,533,435
4. Doubtful 1,852,965 1,852,965
5. Loss 25,074,401 20,668,909 (4,405,492)
Total Loan

Provision 56,345,340 69,965,697 13,620,357
* Interest Suspense
Particulars ~ Opening Balance  Closing Balance Movement
Interest Suspense 16,425,952 18,805,421 2,379,469

« Details of additional Loan Loss Provisions

Particulars Opening Balance Closing Balance Movement

Total Loan Loss Provision 13,628,832 32,128,545 18,499,713

3. Risk Management Functions
+ For each separate risk area(Credit, Market and Operational risk),
Banks must describe their risk management objectives and policies
including
o Strategies and processes
Credit risk process is a joint effort of marketing and credit areas.
Relationship Managers and Account Officers on one hand are
engaged in analyzing inherent risks in the customer’s business, ability
to repay and structure a facility that simultaneously accommodates
the financing needs, while assuring security, protection and control of
the Bank's assets and collateral, and the Credit Officers on the other
independently analyze the proposals on the risk aspect.
o The structure and organization of the relevant risk management

function

The Board of Directors (BOD) is the ultimate authority in the decision
making process. The process, however, is initiated at the business
unit, officers, unit heads/ALCO level, credit quality control and goes
through the General Manager, Chief Executive Officer and the BOD.
The risk management stops at different levels depending on the
Bank's policy relating to approval discretions. Further policy manuals
on credit, assets liability, information technology and operations are
also available to guide the staff on day to day business.
o The scope and nature of risk reporting and/or measurement
systems
Risk reporting/measurement system is done through regular
customer interactions, site inspections and annual reviews. These
are continuous processes. Further, quarterly review of the Bank’s
performance is conducted every quarter by independent outsourced
internal auditors and the Bank's compliance officer on compliance
issues and findings reported to the BOD through Internal Audit
Committee.
o Policies for hedging and/or mitigating risk and strategies, and
processes for monitoring the continuing effectiveness of hedges/
mitigants
Policies for mitigating risks and strategies are as outlined in the
respective manuals and as discussed at various levels after customer
interactions/visits, during annual reviews, quarterly reviews and at
meetings at various levels.
+ Types of eligible credit risk mitigants used and the benefits availed
under CRM

None
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