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DISCLOSURE UNDER CAPITAL ADEQUACY FRAMEWORK - BASEL Il
As of Ashad end, 2068 (F/Y -2067/068)
CAPITAL STRUCTURE AND CAPITAL ADEQUACY TABLE:

(‘000’)
S. N | Tier 1 capital and a breakdown of its components Amount
a. Paid up capital 2,015,000
b. Calls in Advance 0.00
c. Share Premium 32,408
d. Proposed Bonus Equity Shares 0.00
e. Statutory General Reserve 66,674
f. Retained Earnings 28,804
g. Un-audited Current Year Cumulative Profit 0.00
h. Less: Fictitious Assets 0.00
i Less: investment in equity of institutions with vested interest (15,000)
Less: Shortfall in Provision (6.4 a 1) 0.00
Less: Loans and Facilities extended to Related Parties and Re-
stricted lending (6.4 a 2) 0.00
Total Core Capital (Tier 1) 2,127,886
Tier 2 capital and a breakdown of its components Amount
General Loan Loss Provision 119,980
b. Exchange Equalization Reserve 2,875
C. Investment Adjustment Reserve 300
Total Supplementary Capital (Tier 11) 123,155
Total Capital Fund (Tier | +Tier Il) 2,251,041
Capital Adequacy Ratios Percentage
a. Tier 1 Capital to Total Risk Weighted Exposures 12.55%
Total Capital Fund (Tier 1 and Tier 2) to Total Risk Weighted
b. Exposures 13.28%

Summary of the bank’s internal approach to assess the adequacy of its capital to support current and future
activities, if applicable:

Bank’s current paid up capital has reached to NPR 2.015Billion, after issuance of shares of NPR 604.50 Million to general public.
The Bank has increased its paid up capital to Rs. 2.015 Billion in order to comply with the licensing condition of NRB which has
also helped the Bank to have a steady and strong capital position.The overall strategy of the bank has been formulated with
the special consideration to the capital adequacy requirement according to BASEL Il. The Bank increased its capital base to Rs.
2.015 billion from Rs. 1.25 Billion after issuance of right shares in two lots. The 1st lot of right share was issued in the ratio of
10:3 and 2nd lot of right share was successfully issued in the ratio of 10:2.4.

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

Bank does not have any other capital instruments except fully paid equity shares as qualifying capital.

1. Detailed information about the Subordinated Term Debts with information on the outstanding amount, maturity,
amount raised during the year and amount eligible to be reckoned as capital funds:

Till date we have no such type of capital instruments.

2. Segregation of investment portfolio into Held for trading, Held to maturity and Available for sale category:
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Investment Portfolio Amount in ‘000’
Held for Trading 5,900
Held to Maturity 1,078,743
Available for Sale 18,700

Investments are made for held for trading and held to maturity.

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

Till date we have no such type of capital instruments.

Deduction from Capital:

No amount is deductible from the capital except investment of Rs 15 Millions.

Risk Weighted Exposures after incorporation of additional risk of 2% in operational risk and 5% in Total risk
weighted exposures:

S.N. | Particulars Amount in 000’

a. Risk weighted exposure for Credit Risk 15,419,360

b. Risk weighted exposure for Operational Risk 1,482,424

C. Risk weighted exposure for Market Risk 54,460
Total Risk Weighted Exposures (a+b+c) 16,956,244

Risk weighted exposure under each of 11 categories of Credit Risks:

Amount in ‘000’

S.No. Particulars Risk Weighted Exposures
a. Claims on Govt. and Central Bank -
b. Claims on other Financial Entities
c. Claims on Banks 328,376.73
d. Claims on Corporate and Securities Firm 6,810,801.29
e. Claims on Regulatory Retail Portfolio 658,807.58
f. Claims secured by Residential Properties 248,167.71
g. Claims secured by Commercial Real State 1,633,482.04
h. Past due Claims 542,709.65
i High Risk Claims 2,311,872.25
j. Other Assets 534,509.59
k. Off balance sheet items 1,616,377.90
Total Risk Weighted Exposures 14,685,104.75

Details of Non Performing Assets (NPAs):

Amount in ‘000’

S.N. | Non Performing Assets Gross NPAs Net NPAs

a. Restructured or Rescheduled Loan 187,075 -

b. Sub standard Loan 19,509 14,632

c. Doubtful Loan 34,871 17,436

d. Loss loan 194,957 -
Total NPAs 436,412 32,068

Ratios of Non-performing Assets:
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S.N. | Particulars Percentage
a. Gross Non- Performing Assets/ Gross Loans 3.51%
b. Net Non- Performing Assets/ Net Loans 0.27%

9. Write off Loans and Interest Suspense: NIL

10. Movement of Loan Loss Provision and Interest Suspense:

S.N. | Particulars Amount in ‘000’
a. Movement of Loan Loss Provisions 344,339
b. Movement of Interest Suspense 48,104

11. Details of Additional Loan Loss Provisions:

The bank has not made any additional provision as at the Balance Sheet date .

12. Policy of Risk Weighted Exposures/ Risk Management Functions:

The bank management has decided to control and mitigates the credit risk, market risk and operational risk by adopt-
ing the following strategy:

12.1.

12.2.

12.3.

Credit Risk

The Bank’s Credit Policy Guidelines has adopted a Credit Risk Management philosophy that involves a con-
tinual measurement of probability of default/loss ; identification of possible risk and mitigation

Market Risk

The Bank has Assets Liability Management ( (ALM) Policy, and Assets Liability Management Committee
(ALCO), which monitors risks arising from changes in exchange rates in foreign currencies; liquidity profile of
assets and liabilities, investment activities of the bank etc.

Operational Risk

The Bank has developed and implemented various manuals, operating procedures and guidelines for moni-
toring and controlling Operational Risks in the Bank; a number of procedure guidelines and manuals are in
process of development.

Most significant steps adopted by the Bank for handling Operational Risks are as follows:

Independent reconciliation department accustomed to conducting daily reconciliation of all agency accounts
and Inter-Branch accounts. Transaction Stack System is in place on amount limit basis. Exception and MIS
reports are generated by the system on a ‘Live” basis, where account activity can be monitored as and when
they occur. General Authority schedule is in place to delegate authority to staff across all levels. Independent
Internal Audit has been appointed to carry out review of internal controls and compliance. Transactions in
all levels are handled under dual supervision and control. Output in all transactions is checked by a higher
authority level. Disaster Recovery Server is in place to ensure full restoration of Bank’s data.

13. Types of eligible Credit Risk Mitigation used and the benefits availed under CRM.

As per the provisions of the Capital Adequacy Framework — Basel Il, the bank has claimed all the eligible credit risk
mitigants for balance sheet and off balance sheet exposures and availed benefit thereof.
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