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TETAHT ATLATHT TEh] GLATETHT YUTH] AT HST Y& T4 G2 & |

() T ShaTe THLRT SV qUHT a7 29 THINTH Il BT AT HTIH
THT & qar faig deaes

(@) Fedd HITHS AUHT FGEIES,

M) AT TF TR [AHES FHIHIUEre aelgUaHl (Delisted) HEATES,

() AT a9 AT WU Th a9 AaAfd qRT a1 qHd AfqH ol qRIETu A9

FEET,
(@) ulEedr A9 99 AR AT EH GTEY,
(&) FIANAF ST SAATHT TP T qH ATAT TR Y6,
@ T AW a9 g AERT U7 TRET ATES,
(W) HRIAT KO & FRTR Tod THIH 6T,

ferarar faferer et qfeea Feamess! v fIdmT o1 IaTe T TH=HT o
T faira TRATRT ATHT oA At/ AR Tt Sqawar WE 9 T IS W
AVE FaAFEA T O TR GiEAT QT TRH B TS | I Har e/ e
R TawT T F@er Price Earning Ratio, Price to Book Value, Dividend
Yield, Dividend Payout Ratio SI&IT TR eFIFd! [T Tl e
THT W IGAT I TRl 1 TS |

7T AT TehfqepT Fotl e o faira g=arer sroHT yrafass g (Core Capital)

FI FEHT ¥O JIAUTHF AT YAT8 T FHS | Iq JATSTAR! AT JTAHE ISl

(Core Capital) vt 31 aAforeddl FTTATHD! ATARb  AGTANET  ATRT farT

FaraurerT ATITRHAT HTIH &9 ATUHT GTATHE Ioi THF T8 | QHPUDI GHATTRT T80

TQWWWWWWWWWWW
|

() fadrT =@ el T Margin Trading F¥=dT HRIAR JATAd HIAAT AALATH AATTHT

W@ A9 faar arger Wi/ MEeE e T g o s srearders
T WE TS [atadedl famiadr a9 Jare A9t A g UA, 045 B
THRT 9% HT HUH AT THITH TR JIH TS, |

SteF e fairr dearer furdt et feruer ave qwerea

THATSTATAIT Fep FAT foeiir TeATepT TR ATRS TR T Fofl AT T I G |
e T faiia TeuTeR geTTe YR Richieee Ty F1 GA1E T G
TETH TAEE R T Ak qAT AT FRAEEHT GRAF IR fuciraad A€l FSAT JAE TH
e |

T AT TIAT AT oIl JATE T&T ATRI SA@H M= UaH FFedrad T Aa9TF®
JUTIEE AT T I |
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K.

TOAAUAYTE o adT faxiir Tearhr q giqerd WeaT gEl GATIE YAT RO ILH
YL/ HETh GHEP! HALIAEe AThel dR TRl HLAMTh FATAL L0 F(qerd
qT el AR fdr Ty FAr fod qre A | fdr e TR e e S At faxie
TRITST T HIALITHT ITAT g TRT AT fIaT T e aws |

F U TASIAYA T FEATRT R G AT A 9T g¢l 9% gRO A GATIE
YIRS TG Aebepl TTHIT (TG AT ATRAT ATHHT A I FHAT fdievas T a1
fesnT T T |

QT (1) ATARET SR AN T[T ST FLTeh! FAR faar e a1 |1 Fearel Astepl 998
rfae qar fudr 8 AREw! faaRor Iid ger T S AN T 9w |

TIT IR JARHT qlgeedl 950 H1F GAdl AT TPl TEHT YO Fiaerd Hea T
T FEAH TRUS AAR TEHT L0 IIAAT ITHHATF AT Foll (a7 Albd & | THIeh
JATE TTRHhH! TEAT FHoliehl GREAT Ieehl YA TAXHATSH TR AT Bl ATIRAT I Foll
AT FAA T AT 99 FAT GEF T A G | TR, TAR AA BH AT FAT AGREAT
qUHT FATATHT IT FREATR] AT T IS,

FLIIE JIR fadraae T@T Fol JaTg Ta1 I YIRS X oAfehy TH (Non-Banking
Asset) AT TSI 9TEH &7 T 90 fadiaeads qRaUes! Teardes Ja% qeTel atd ATl &
HigATTT Taferd FIT T a9 Sebebl (HEATehT ALATTHT TET forshT T qoF I, |

FF AR gdrevads @l FSAl TaTe TUR ATLITHT AT FSAThl qhAT dAdrd fohar
T UG ¥ T At Ueh a9 WeaT ael g S |

FMF YU AT avad @l FSA YA T&T AT FoA(h] AAHI qAT qAEEAT T
TARAAPIHTT T TS S Y, OKW&WWWWW@WW

WWWWWWWWWWWW%W
frafia Tl SAaeam T =T HSI TAIBTO T AT 99 @ |

TJEIIF IR e I@l HSl Jag el 9 holl Al O~ ATTAT TAuaeTd
AT AT SFFEAT T TS, |

) AMFTST ATHTAT FATHT FoAl =R AHT FEITIH / FoATADATE AT HT TATILT T

@)

Wﬂ%ﬁwﬁﬂzﬁwmﬁédwwm ¢ feAtad afTard Fo9T FAEEAET TCT FS
WWFH‘WW WIWWWWWWHWW
WﬁT(Loan Deed)ﬂTmTﬁ[Wl

I () g () GF Sfeodigd FaedTes g6 qar faxiia Geqese ATH Hel Hiid/
fafraaer T FoT I T I |

¥ S (Bank Guarantee) ¥I=erHT

(<P)

b T i GRS FRT THT b STHA (Bank Guarantee) ATTADBT THH Beneficiary
TS SRR fad O STa€THT | ST4T 9Rebl A1 b (Gt shi fagae 9o | |,
International Chamber of Commerce, Uniform Rules for Demand Guarantee -758 (URDG-758)
IR ST St THTHAEH! §FAT 99 URDG HT HUHT HARITEEHT HATHT TET qThTHT
Tl o T 9 |

T AT TR AT FA GANIT SeF STHET FRI T FRATS Beneficiary ATg STTRTAT
fo ¥ STERATAT TATT ATUR AR ARl ARET AT S J9T faig ST g
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Ro.

.

R

R

FFHT TR GIAT/ TH bl ATST [GURT ebebl @TATSE T T Araiead Beneficiary &%
AR T Aleh 3 |

(W) THA AHIAHT AT AT Gbl STHMAA a9l ARAE adcadrs Gl Adrd
T T GATSTHHT AT 00 FFAeTael FME@H AR J&TH T I8, |
FRRAF FRIAR /TS /A LT

FATTATAYT FRATA THATIGHT &I T Tadrarg (Mafad @el e (Regular Credit Facility)
HT FTIHT TS Y=a¥se HRIER /AT (Interbank Transactions/Borrowings) HT FTYT GTT FART TH
TEHE | A=AeF ATIATHT yata e © fadae A g |

g Mo FEANANT AT Fot FaTE THY GIEAT

ERRUES  F AeE  dAd GErd fadr @ #wW0 Yae e Al #weiel far
QTS / SHE@Td AT STTTered FTIEAtTT gaae | HRNided HIALT aTfe? TUHl Tl Fol
HHAT THCHFH QT T Bl ATRIATAT LT HIH T T |

fe. IRF (Trust Receipt Loan) T&===T

a2 fifae #=0 (TR Loan), foewr fewprsfras a1 @y Tafdert smarq il a1 Tl Afqeay o
feraver erafuerr anfT @ FWT yaTE T arEes |

AFH! AT/ GREIHT Holl TATE T AU TIEAT

SATATTTAITT TLATT el T {eRIHebT <rehepl ferdl/ FRETVHT il JaTe T I8+ G | 414,
el =l foerafey @fe fa 0 aferm Tuebrer a=ar = @fvg 79 ared 9

Y. Ty Rt/ qRerorT Ft qATE T AU FEEAT

R4

TATTATS YT HEATA & BT T TATBA [BITHB] (AT T8l [l / GREHT FHSl JaT8
T 9T B |
ATty (Overdraft) FEAAHT JATAT TGAHT SATHIA oAbl TFIEHAT

@) Fw qur faxia g=ameser fafved yaree Tgersr wfufaws w91 (Overdraft), fadt =
(Mortgage Loan), &¥fra @i (Property Loan), =i a wmafas st (Personal Term
Loan), ¥¥R&I AW Y& TRUHI &oll aAd Ak UHH ATHITT  TASTAH
FEe Ufd TEF ¥, YO AT U JaTe T s | a/AW faar Ty a&ar &=t
YaTE &l oIt T Gt fral FRErE Fair Market Value =&t siara (Loan to Value
Ratio) STl SUHFIAT TEHT ¥O JAR T =T Tl EHAT T KO FeTeraas
AT FAA T T4 |
TR, OATHATAIT FLATS AT HedT (e fqs, I =17 T A9 G a1 ATl 0
Fepebl HUTTAH! RIQTAT Bl YaTd T, ¥ 90 G 9T AMATHAT STHHT Sy T a9
AT ST TATTHT AT ST |

@m fafrer S& qar e SwmEe Tee Tgeer 9 At afufaet et streaw gt
ik T YO WA AT YaTg T APAS | Fo1 T8 T S qor faia geamer it
Y4TE &I q@d ST GIAT AATHSB! ARFT TRX AA FoAl J418 T TS | TIANT Tghe
FRIAR T I GHTHRT TEI FHol [AUH HUNEeA 005 FAR AHIEH HA ATRIA
sy F9 & YO WEIF FAH T T | APTH HAT AT FAT T8 TRAT SF
qar ol doel S AT AAUiGEd Wl AREEl Fael HE T aHg | (
TR AT FT TF FfeRd FT UF dF A BT TREE T 0 @ AR
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&

R,

k5.

R

IRIRFY F5f Foar @y a1 57 F7 3% T T Jerare 99 & 30 FIGqH qT
feHTT FAlIfaFY Ft for7 qrg7 & 1)

(3) ook o foaxirar TRATT 009 FAR AITATFT TXAT Holl  FISGET () AT MUl FTATIT
a@rwww?obcwwﬁwmwm?ﬁmﬁﬁm
TG, |

(%) oF Jur fa<ig Feard MR yASE AEeel AR el faaRer Fd% e
®IA. .Y TANTHR! =T TR T AT AT FUHT Y G T a9 Sebepl Fearieaa
QUL FaRTAT 97 T I |

U TR FGT TR (AR FIA T

S qAT faiT RATER GET g AT UHHSE T & KO @ AT AT WeRT TG THHPBT Holl Fe
RS JATe T IHT I SAThel ATaT STHT WA @l T59R PAN) fauas! gaas | are
TR (ST e o 3 &1 987 7 & AR HUI TS THE A= I WOH] AT THeel
T KO @@ AT AT WwaT FET THHH! FAT [AUH] HATATH Ih THE A= AH] b AhaTs .
YO A W FH IHHH ol JaTe ITHUhl FaLITHT IHT ATATd TTAT LT @l THR
PAN) fqUeT I |

Risk taker (¥=aTd®, Y@ FTHFR AAET a7 AGLATYT T@P! TRIIHICN) Mg TaT6 g HoAl
GH[HT

Q) SATSTATAIT AT Bl STATTATTIT ALATHT ToaTeAh, Y@ FIAFT A a1 oo
AT deh! TRIIRRIATs RTEAT Fofl, 80R T=ol &ofl, O Hol a1 SRTIAT JATSTAHT
TN FAT ATeeh (oTewedl AThITT ATHAT A= FHl [HITHET Foll JaTe T G e |

AT AIHRI HTH, HEl IA9E, GAaTareh! [Iardr a7 Credit Card Fll (@9 T8 Sawarel
STET QATTHT AT ST |
T T FATITIT TEF TIIFT 16 FATTTTIT TLTH THG FIAFT AIHT 9T §5
T& HITGIFHH G7 &I T TIIIFIAE TATG e |

SIS GRERIRS HMIC'I fb"l‘“"I ENISGERENIES! GEATF W W EIER=EEOINE| dSCbI
Wﬁmﬁﬁﬁa&waﬁa@aﬁw mﬁmwﬁqﬁﬁsﬁmﬁaﬁnmm
W@Hﬂlwwaﬁﬁaﬂﬂaﬁawwﬁrﬂﬁum TGl AT ATehT
TH, FHEAT A7 FEIT TR T4 |

(}) WP, FEAFK THE AT FILIT TEH TRNAS IIA [ATHT FoMD! THAT TR
AR A1 U A9 WeX S qfed g6 @ ety P fratia TREesaae

THSEUAT A ATRT BNl THH (AT T T AT
F 9 FEA/EH AT ST T/ FEATEATE G FATH THH AT TE gEiead
o /faiar FRATAT F @rar @rell S T e | A7 aTedhel qEwdra . ;O FET/ R ar

WW/WWWW/W/WWW IF T ot grarr
STFT g TRT ol TRH T T 99 |

QATERNT QAT GTATN P SRGHb! A0 TR AT HAT JATE T G

(F) TATSTATT U HEATEEA oIl AT T{qd TRATSAAT/ IANTHT FATATAT TR AT SoAreTed
/Wﬁ/?ﬁﬁ@% f@ Initial Environmental Examination (IEE) ¥ Environmental Impact
Assessment (EIA) 3TE9TE 9o URATTAT/ IANTR ghHT JEAtead (eraare I giaes+
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R0,

.

R

Tk AUHl ATIRAT AT IEE / EIA ATALTH g RATSAT/ JANh] FHHAT FATSTATAITC
AT ATl Foll AT I TATERUTT FATaeh fFeemor T Hell JaTe THIe |

(@) TJ¥ FEIHT, ATATER0l &0 U, 0%, ATaraRu FET0 [HaAEar, 00k, 57 Tq, 00%
Jar d gAiAd PITTHT HUDT TIETE] 1Y kAT FHT Guideline On Environmental &
Social Risk Management (ESRM) For Banks And Financial Institution, 2018 HI qreAT Eﬁ'ﬂ'ﬁ
TATSTATS YT HEATA ATALAF Al ASTAT T ARG Il X ATARBT ATATEARI qT
ATHINTE ATATNIE SATGH THAH! [T T Foll et T T Gl THITH ATTAA
qar frarfds T SFFedr T WS |

(A1) Guideline On Environmental & Social Risk Management (ESRM) For Banks And Financial Institution,
2018 H AAFAT 99 FHINTHE! Yfqead «fds a9 FaT wuH 30 foq fax gwafera
qufeererer faamrar o7 TREeIg |

HY FATBl STRTAT qTTABT FEIHT

FT FHATH BT AFAT F¥IwdT qRTAT ATCART (HHTT T (AT ITATET T ATeAl AT
THT T FHSATh! FFEam AR 9 GHT G qobaed qTade (Hed fepfeser famor e |
TS (ST ST STHAGTAT Jedd T ITHHIEH A1 {FaR ga

AT fGURT  AGTHT THHIYTAT Soof@ Wbl ThHAVT el ThHebl Nl STHT e
R /HH/ FEAT /GRS e I FFRATHT [ TFHaR ARG ST JaR &l 5 STHT
THH, HUH AA, HUH GATSH, THE RO, A&, STHFARATRT ATH, AT, A1 H aarad
AR fqTTes T FIAT Ioad@ g IS |

TEfATAYUr F AT a2

&) “HEAATIOT FATRT AT AT AR Tebleel bratard, 004" (@rafafg 3.3 AT Fer)

FTHINTH gaTfed WA 9T GRFRATE JaTT TRUH A THT TG dobed FIeAed RIS G |
ITh HTATET FHINTH FAT TaTe T A9Te GRPRATE T3 T AT AR aATTAb! ThHATS
QST AT TUAT FATSTART ATNT IR AR 6l W8 O Iqd AfegH AR Jard
T Hibe |

) I9 FEEET Ifedrdgd Aeaadqul Fellee Hed HW JAT IIw Foll aled AT oIl

STFAT ITHIT TATHIETE TTATHEBATAT T 200 FAR FATTIRHAT AT Sebef K00 AT
ATH Jiq @ 40 TAT JMTAXAHT a4 Sbel 300 a1 FATH Ui o@Er L Hed I el
T ARSI AEfaadqul ol G T U | AERATehHl [aehrd oF qar faq
FFEIAT HHAT: FATH 300 T 400 T HGAATI0T HAl TaT7 T I |

) S a9 faxira TRATel qEfaadqul el TS IRl U {aRor STRAT TATGIHTRT AHTAE

TIHT AASAE T TS, |

33, X HT/GAT FHOIH

(%) o qaT fadTT FXITT BH a7 FFEHIESATS & YO A GFHH] Holl Jard &l a TdrIor e

HURRT iegead] &3 <[hT JATITAR /a7 AATEIF F FhT /MGt FHOIT [dF AT g
7 |

(@) ¥ 4O TG Sval el T &. 3 FASATHH FW, TIIHA UIH AT qaT HERTAT FJART/ 971/

EGTTFT ATRT BT SGAT BITSITART ATARHT BT T&TH/ TATHIIT T (S |
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() IR (F) AT (@) AT TIT TIH &, R BAS Tval TGThl bl (ool /feAuerr & 9fF w3 ar
mﬁwwwwmﬁwwwﬁwq|aM|Wﬂw|Wﬁﬂwmw
Y& AT AT IS, |

o) F U BH AT FEAITS Holl TThd a1 FATh0T &l ATAF I [HNTRl Teblehd e
JUITEAT (Integrated Tax System) T el FFATad HH AT HFIATRl [aard [qa=or qe=dr g=n
qHIATS waui‘&réﬂ‘rrﬁalmﬁr HEd T THA q9T A Sh Ul it T

AT THA T 99, |

) I qur fa<ia WA I<h YUITGHT UEHT AN ATEYAF ISR T A€ qAT dF g9
AT ATH AT 8] Y HATAIATE I T FEFS |

3¥. wfee ey

M.

*.

SASIATAIT sb qAT fadid FEATT 3. YO L a7 |l Awal bl boll ITANT T HUTATS
faae g T I Aeg 7@ R AT FuEeE T S |
Rrdr wegaT TR

S 9T fair WAl ATRS BT FAT AT THINTH JGA IR I T G TR AqA TS
THafg AT AT AMGUHT al L FRTGHATT Hehared! AT FFafead FAT@IHT @l T513T
T, |

AL TBITHT Holl Tl T

Q) TF AT TOATSTATAIT oo AT (T FEATA JaTg T =] Gl TehfeTepr ol (Afafaey
ST, =T ISl Foll, FTH Fele Holl, [SHE M, & RfG FAl, AqFEA Holl AT T
“F" AT FEATHI THEAT ETLUNTHAT oIl THA) ITAN T4, TEHewdld & Tgaihy
(Multiple Banking) FRTATRATS AR TH SETTRT MG JIRT TRUHT 3 -

(@F) SSASAIAIT FEIT Foll JATE a7 A0 I YTeehale Aard T Holl HRIEAR
TR FEE AASF HEE wA & aAtaws = fag S® wEen
FTEARS! [qaR0 T FS FIAT b (AfAdgare o {qeror s Ak s w
Al TG |

@) TSSAIAITT HEA 5. § FRAS AT AT TRT FAGT ThHP! AT Gl TeRITHl Holl JaTe qdr

TATHIT TET TETT FHITTHFT O TAT TPl AATHT T2l T TS, |

() UEFEd TF HRT ¢ SATSTdUaI HLEe A Gl Tbiapl Hal JIART
T /TN SGUAT T [HGHFT Foll JATE /TAR THAT Ik YTehals ol
YATE T TRATEE ATl Ueh ATTGHT I FHRIAT TIE,
Waﬁﬁﬁwwﬁaﬁa@m@rwﬁaﬁﬁmﬁwﬂ fdrepr faaror aem
ekl T T+ drer awafgd 9edmel @MaEdl 6 THd gargd a1g, |
$W%WWWWWW,%WHWWWW
LRl AT THA Ih GERIATHT Feold T I, |

(3 T FEAT YEdars YaTe T Foliehl 39T [ERo & Stock TAT Receivables

ATe ATIR AT JATS FIAT JAT ATHT Bl ANTHT I8l @G FHITH Holl
AT HEH T TS |
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@ 79 fefauar ggsfhy FRER T HAT ITANT T Teheed (a0 F.37.5F
fgem w1, Y THITTHST g=THT FEteaa quiEer faanar Jutas s
9T I I |

@M &9 HAS &1 FH THAB oA Yol TR Holl JaTe /TATH T At FH 31T
WWWWWWW@W%W%
TEATETT ATTATT T No Objection Letter {0 AT FIl FaTe /FATHW THIS | AT,
No Objection Letter T TRUHT TXITA FraT FEAtedd I YT Tebl L HIATEATT
ST TRTST 978 | No Objection Letter ST TIRTSA WUAT HT THI=AT SAFHHNT T
AT T AEATATS IURh GHATATT T JTeA TRIST I B |

() & v fairar =TT AT ISl TeBiaTehT ST J&TT TXehl FACATHT qEAT=Id ITEhaTS ATHT
Stock AT Receivables &1 @l FFIMT J® A /TAH HigHTHT I T 998 | G faaor
T AT 9l SATTAUTIT GRATA UTEehebl Stock TAT Receivables &1 {MEIT0T IRT Stock 4T
Ageing TTEc®T Receivables fRIET0T gfdaad quR THu«g ¥ A1 Gfdaad Sgelhgdl ghr
qITATEAT FHTELT SISO A¥ee dre AI9HT ARH Yad T Faedr faarsT
UHe | Stock AT Receivables [HRI&Tor Taf Cal FSAT GTATRT AT A% T+ Stock 4T
Receivables I Hed % g TUHT AT TGl Holl AHT TAEAISA T TAT Foll JAT
FTAH T TS, | TATE TP THH T AGUAT ATHHT T3] T4, |

T Y FHSHRT AR ATAYSI TR(THT Folles Iekd qdT TATHII Tal qeateaa Holel JeT
TN =T T FAT TR [qaRures J@rareqdare JHIrd TS 74, |

AT Stock HT IATHT ST TaTe IH WUAT W GO FHAT GEAT gA T FIATHT e
AT STHT ATTaTd T TRISH 998, | %, AT ATI9UF THUHT Stock &6 S Iron Rod,
Steel Billets, Bricks, Clinker STG@®HI ARTATI, FAGH, HbFT ST& SAM@HHT AT ATHT TH
afaT g o |

) ATEHH! ATAYST Holl T AR TN TAaudl d@raiersr qual faxir faawor, =i
AN 3 AUEEAR ATANT faqd o=, Aesdhed I THl ATaTaH  ATSTAT AT
HTERHT T IS, |

foirar fa@ror o1 g9 q9a (Haea fausr cear faxi fqerer qer a9 J91ae Aiithebd T80
fe @fep © T @9, OX AT AT SUN/FAAEATE & L0 ATGTFHET AT GOl TeBferepr
FT JATE TaT A foira faerer foe sfamd g &7 |

(¥) TRSAYATG A A Sl FHITbl FHoll qATE T G G FoAT Grafeead FASTH
START AT THUSH! THA T I |

()“@" T I FH Faeir AT BTguaaeT FS gATE T qrSe g |

) FIMAS-9% de GATAd AN TAATATe TATE T FSSINHIU T AR ATNT BT
AEITRAT T FANT/ AGITIB] EATHATR! (9T T 0% = FITTHAT HAH boflehl
ATATAT T Teehebl AT AT ISil oIl JTANT BT HUTRT FHAT =T GSIl Follehl AlTHaTH
R0 GITAEF T AT G Holl STANT AHT HUTH EHAT ATATTF HoATHl ATHaAH 0
AT 99 FHoAT FATE T AehAs; |

(%) TXAT I9 FS Y& T Debt Equity Ratio ¥ Ushel UTEe ol ATHT HTTH TH 3085
AR HATTATH A g S |
(@) T g9 FoAl IATEAATS  [(eeaedl  fad, F=ar 9e1d @G T, HHAT / FTHERE!

N N A . A N N o U=
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3g.

qIiesIfHes AT T TEAT FTHRT AT A FaTe T ibAg | Tl Holiare S
o faxirar TRATT TR AT JAT AT AGA T TS S |

(TT) TAT FAT Ol AT FATTTRT AT FIRT T S ST |
TR, FITS-9% AT THIT IAN ATIIR] TAGATTR] ATAAHAT, FIATehT AT,
FHAT SAMGH FaZTaq q4T Tl Business Proposal 3TTaehl faeeioor T8 diferuent
FITTATET Tl 9T AT FaATE T Db ATLT TUHT FT Holl YSIH TH Iq T

STET GATTHT A ST |

(©) PWME-9R e AfqT TG AT HF ATAATT FEATAATE AT AT YATAT qaOn A/
TRIREB! AT S 97 AT T 9T qard 9E= 3 R J@Es 99 Foii J&rT T a.
B | I 99 FeAer AT Debt to Equity Ratio ¥ T qe® Fol QAT HTAR ITH
R0 FYR HATAGHH AT g S |

TR FF AT W T TN IHARI qG-AThy ol IUENT T/ ARIEHT  HUEERT  FAl
FEEAAAFII FSAHT TR T T | TH FALAT THITH FSaATABII FSAHT IO AATHT
ageAfehy FATATS GEH AR aHT FRTRROr T GIET STHISTHeRT Fofl ATl < Had
T 99g | @, fau= @ F awia ddfad fai deaesars yare T FSiiel ghAT AT
AT TUITTH Felaiaeor &rar qiorg T AfEr g I | I, RIS el ya
T AEfayTT qeArers Feb g fai earer Gard g, AR s fer gty far g
Arepl @RE Headl YO IAqdaFH Holl T T Fafaerl R HAH! AT bl AGLATAT
TEfaITIHRIT ATAAF T B |

() =ATEEiaE B FAT GATAA, AET FAT FRIAT FFGTT UFH STHEFIETE TATET  AAHT
AHAE® RATEATATs Uicdlled T HUMHl HOT [ddad &THdTdl ATaRAT Fedl & R0
AR Holl JaT8 Tl HE del THUHT GAANT STATers 9 o qor fada gwame
el TTHT FHR T TS |

() TASTATIITT HETA & § FAS THD FW, TKFAT qIT WIS ATAHE TIH IIH
AT (AT G AT dled) GodAraddl AT ol JaTe &7 AR AT R
FIATAEFAATA 99 T HH] AT qId T4 | § 0 qM@ FFAEHT KT Holl J418 &l HieX
A ATH FAARY SHAers aft S qar i dmer fraver suEr Wer T I e ?
JUF QAT TAYHRB] e =dl (Haad Jred UH A1 F [GqdT @ieed T a9 T Fred
g FEH AUAT Pl T FRO I Jooi@ TR Grafedd el fafad adT faqae & |

(3) fogra ST Wi T faRa AT T g TR aRASEET gated #wsiars Had 9%
TP Y AUFFH T ALY AL ATATSTATAT JATET HoAiells boll AAMIHR ATTRETHAT 9
gicreTa fagae A 91 99 T FAl Y& T TS |

(¥) & GouATHT EH @ a7 TGUF G0, AT a7 SUNEedTs (Agas  Sfaei
WU AT ATFIAT AU TITYAT T FATSAADT AT bt AT HCHAT ATER SHT Bl SIS
RG] T |

(X) HETHRIS T ITARH! ATNT AT GRHRATE JAT I @Y ST T ST ST

T FES T FAT AR WO S qur e SRaese AEare A qedied T
AR AT FoI1 IIAH RIS IS, |
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EAS

%0,

9.

¥R.

(%) AETATA THTHT ATEHT 100 ISHFAH FAATA T T+ 6 qor foefrar wemeeer
AR Afqpaw R Fiaeg fag a0 R 97 1@ 3 0 &I I Fo qawe ™
G |

FHT, Ao, Foar ST H IAEAHAS A T GATAT AT GRS IATGAHAD HAHTIR
AT B, Y FAS  AT@IEIH! Foll JATE Tl TRITATHT ATIRAT IRATSIATE IGTAT el FaTg T
Tlep B | T GEI=IHT e [ATET TUHT Frafed YTeehel T ERT Gels T8 FHHT THET T
T A |

FAl AGAT TFHT BRATET TFEHT

TF 99 Rl T AP AT A€ WP ol AGAHP] AT FrosiAe gaar qar aar
fAATIe FRATEN T T AT FoAS FTET AP FRIAT & AlGAT AT HE FRAAT BT
AT TR TCH g TS |

HATPT FTAT AT AT A T I

TS YA FHU FOAT AHASTR T I9 G ¥ alehl ThH FIATHT ATYIF [gqrd e T 97 |

TR, TAREHAAT T TARANABIRT TRUHT I fgaAm [l T AFqA THIq THRATHT Ieehl @

>

WWWWWW@W@@H|
ST YOI I FFTErT

(Q) IREATSTAT FleRT TF (Moratorium) FATTHT UTehebl SATAATE Goileh0T T qrgd g | X,
TETATHITTRT AT TATHBAT YT &AW T TRUHT Bollbl ghAT TE bl A
T forg IR T areT TR /AT B |

F) TATET IATEH, TR TAT AR AT IATHAS I,

@) el F=el qerd YANT g4 foergr a1 fqdve Ioues el 99,

) el AT,
") e} I,
) T ITTed gl S9N,

) T T I I I,
@) U YIHRB! GHIId HETIare A9ard I9 9T THT Alehd FoASgs T
) qiacd faeell {57 oS T Tk TR aledes

W) AT

() BARH, HAAT, TSN AR SrHBEAT BN JRATAATEE |

W,

(@) fAATomde AT gated et I At qrbet s GSfieReer I A9 Sehare
Td T UTEThET A EHAT 08R FYR HIATATFT YWl TH T Sehebl
(T AT T B |

(@) A YOl T I Sddre Wela wa aRkEeer faga aREsees
Required Commercial Operation Date aftacd= wgar aRafia safesrsr |
YofIeRUr T J9 Aehepl BT ATaT® I S |

(%) ST ATATSTAT T qE IATE JRFT TRATIH YRl ATeA AT TR FRT
qUl &THATAT FoaTdd g9 A9l ATATSTATR SFAT TARU ATed AT 95 Foara =TT
TATSITAFH] AT AT IHAATe GE [6h! ATFRAIA AR BAFH AR FTHT
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GoTTeheoT T T Sebebl TIBI fele] ATI9TH T T |

[R) = GolreRurr At S qur fei S geues qafae o T8 et et
ferear e R 30 feAfer T ST ofreRRoret wnit frdee e T |

¥3, FOT R AR A (Debt Service to Gross Income Ratio) ST TH FFIEHT
g% aar fadm weae afdia weElder wmafud wW, BY FSl qaT AR g9 el
IR {hedT TRTHTHT AR T HF@IIF FoIl G AR SISy FoAT Jare Tal
TETT AT g T H ThTAT ATRETAT FFATART ATIhad ATHT KO Ffqerd | ITa+
g |
(%) FHUMHT AT AT Gord THIA BT Hel T I G |
(@) WO FaT F.(F) FTHITH I R AR Hed F2 [qd 99 AR EFAT B
=[ThT/3TMGAT bl T/ AT AATATIE FIehT THIUIAH] ATARHAT HUTHI dTMNEF HA
AT (Gross Income) TUTAT Tl_ri e, |
(M) SATSAATAIT HEITA AfTFaH GIHT AT T g T holl JaTg AT AT FHoliels
Q& FIRTT (Watch List) =T aviiehaT T I, |
AT, WIATSTART AT A0 /@iRg TR Gieadl O FHeiiehl AT AN SATIHT ghdT
FX FMGAT FRTSATAR ATIRAT ol J&TH/TATHLT T Aicheleg T TXAT Bolleh]
EHHAT I R AT ATATT (DT ATIHTH S0 FTqeTd H1aH T Al |
XY, STl FatT 99 T qeegH T
Q) HIAS-9R AT A TG, HAH TATAT TAT AT TATTAT AT FATNEd Holiehl @qiar qar
AT THAATE F (BITHBT g9 AT AT/ 9Teeh /ETIAT/SATSTHT ST (Interest on interest)
e 2 ATAR HHT 99 (Time Extension) T Fipe,
ER LR CIE
FIAE-9% e A YAIaT &HT JaE AU AERT FIbl 3098 R AHTEHH
ATHTAT EAT HATh! [F& T AT ThHATs 009 T8 HIIHHTAT HhTATl T |

AT, Y g
FIMTS-9% AT TAH TATGT AT JaT8 JUHT AEHT FHAThl 009 JAR qATTITH
ATRTAT T AT [FEAT T TSN THAATE 098 AT HATTGFHAT ThRTAT T |

3. oAlq gorfaa
FIAS-9% are Afd goIlad &=HT JaT8 9UHT Fha Follhl 099 FUR HATTIFH
ATRTHT GAT FTaTehl FFET T TS IHAATS 095 FHR AHTGEHAT SThTAT T4 |

TR, FAS-9% H PR ALMIT g7 THT AN Tded & qaael qfiq gamead
JAN AGIEAT GaTe AUHT AORT Hollehl 009 JIR HATTTFH  qhRHT g9
TraTh! BT T TS THHB! ATHIATR] AT R AUGFHB GHT Y& T TH FAITA
AT ATTHT AT ST |

R IULR F9 B G (3), () T (F) THIGAH AT Fald a9 TRUHT FH(iebl 099 FHR
HATAGTHE! SR & afehl qiaT ¥ AT IhHATS qRMHT Aaid a9 TR FHITEraas
AT AHETAT FIFTHAT FH: ?WiWTXWwdﬁwqwﬁW
THg, | dlfpURl WThTHT AIAREHTT  qehil T4 HOEe &1 9iq fefadsr I\
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ST / 9ok / @I / SATSTHT SATST (Interest on interest) feAe arge & |

3 FINS 9% FETHIAPT THIAT AT AT FAGIAGAN FF 9 fa T FRemane yame
T 97 FAl (ATAYoNBr 0 FIqeT T Arafass ot 90 gfaere) fraifea safamm srr
T THDH! JTTAT L FOwd F( A a7 FIH T G FSAR] ST A
FEAT 9 q¥ T I T qepAs; |

¥, BINS-9R M AT FTWIIT §TET HEY (LS, GIEN AT, Arasiies Ararare, Rreqor F
3 HARS A qAT WG TAE Aaeg WS Y, TR, AT TAT AT Aq@ s
WH FIHS-9Q BT TR T T F&AT HAEEA 005 [ AAAGHH 1A T4
JraT TAT TS IAEATE T a5 T TS 99 T FRIAT AR FFHT SGelt T g
frere Tg | I STerE TOIERTT T AATE qT A9 SIS A9 SFaedn s
g |

Y. PSR dre Jfq e &aes Wl e, o, fFy T gaT8 AT WA AeT TASHAT
fiR @I TEaAE Wa FIHS-9R F F@X TG T 0 AR AT TF
TR TI iaT q&T A9 Iacars gag fedre ey 38 9% AT FRIAT IR e
YA T LT ARG q7 | T ATy LSBT T AGMEA T 99 S0 Q41 1
N AR LT ST e |

% HIS-9R F ARGH ATHIIHT AT AT HTH! (ANLTATATS TATR W HUMEwA 095
AR T T T STHSTS /FRIATE a1 [+ [laT AT (MYETATH! RS T T
TAFH FFe FAH fodia feafa geamsT T84 095 7@ AAIEF ST /e 99
T S |

¥Y. HHS-9% IWTad Faqrda® Business model, &t business idea 9f&si= :
TATTAIAYT S qar fodfrr wearane yare aiRusr wot 76 FfE-9R a1 e @Y, w1,
QAT TAT HYPIAT AAGTATH Bo(epl FHAT HUNR! IRATIAT AT FAAEHT Gl 9 q41 ol
HTSTHT HATST T RSP faf@a Business Proposal &I STERAT IRASHES THia, 32T,
Business Model, a1 Business ldea uRacs T W& &M AT Foqew TH QAT
HITSAT SUNT AT GSATATHT AT A BT &7 AT 9o qor i eom smyasd ST
T P! ARIEHT TF Tl AT 005 IAafea aamr qikads T afeas |

() a9 Tefawer aRadaeTe Hetiepl TEUANT, TARELTAT AT TARATAIHRU HIHA S |
(@) 79 fepfawer qRacd=e HHAT AT Yol T 187 S |

¥%, forer TH &H T qIRIAT ¢
e 9T faiT TXATETN FoT TATE TRHT HNETHEY HIVS-9% BT PR AT e q9qr T
YATEHT APRICHS HAR IRHT HUEedTs S qar fadiid 9 @ade favemer 9 e @w
s RMI WG 99 T GFS | 99 [gHel uRadders deiel [AREEH T ar
TRATBIH A S |
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¥, fqyaeamdr TqwT HiAuH FIRTE-9 B AEHRIEE AdqHT [GRT= &FHT T THE T AIAE
fdia &9 T FR AT SERT AR Al ARAGa GHY ATGh!  STeaThT
HATHTRAT TS AAGEATS HETTHITTH AT TRTHT )

CEGRCIESEE

1.

P O s

.
L.
0.
1.

1.
13.
1%.

1.

TqH
TqTT T A,

(@) glge], TcE H1arg, Hide, UHIW gded, & &, Reig dar 7w qarEaviT
qqaT, TR T,

() EIGF q927 :© [eFgs, Tsles, ey ATElds, 82 UIT iy, FTHIES,
IRTATS, HISHel, ETdIael, dwil TRYE. [FHIT AR T JadiET airad,

(%) T FIE, G, G121y, 93971, HIGeT TS T, HATER

gATS AT GUEHT ATATAT,

AR, HARSST UTeh, REFTAT IEa=il Sq99qrd, Tdl AT,

FAraT Iodred, faazer, fa=ar e ;

ISRTRT ITHET AT layoff T G HHe, FTHIR AT HHAR (FASLHT AT (4G9 |

AT FIHT ¥ MY S a&] (Perishable goods) ST&l: TReIET, Helhe, I, HTS

AT, A0, TT AT IS I, HUST ATfd Icarad qoT farshl foam,

g IHleld A4 |

T, HIRT 4T HeRITee SHa T,

TATY G, FEIRAT AT HIHAS a9y

FefiTer ISR FT Yerae, Afered GRTHeT qar TEdeh |

At qar AEE faeeE, S Rreed qur AreAthe fawmerd, #esr qur faee

feraera, wifafere Rrara, Ar-w5e, AEee #9%;

qIAAE® I AT |

A qTeRR, I, FERIEF Yol AR AN TAT AR JaTHT BRateany ;

FITAT, AGT, FHTANRT FMEAHT AL AT a7 A

e qveX a1 fheAg 9=

(3T) A g 8T

1.

AN G N WY

N Q o
g M S WleEd, BAH /M, AT, GIAT, diqel IAaed, BRI JTHI
AT IcATed qIT fosh! faa=er v Ieataq SART a9y |

qeIaTd, faalde, ARM, SEHIE® dwax ;

HUSRYT T Fichel o (@A dATeeh) IcaTad, e 91 feshl fadwor ;
Fq TAT G JAMN

&ﬂ:ﬁ'UTaJWPI;

Aoty Ieare

FUTg, TR TIT =R TE

AT Sefasa q9r FareeeT I ;

&, I0aR, el TAT (G&Tehl e a¥a=dl Fad |
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(%) ™7 g &
9. ICETHT T AT JHRUTAT AU SAATagd ATATSAT |

R, AAATET (SHHEY) AT G\ Fa9Y |

3. G IATEH, YO, AUSRYT 4T okl faaror, T uared yemes qor fashr faazor
T AN FadT |

¥, i UG qcmaas axqel oy fadrr

. I T AR

% U 9F, WM qAT I G ed a9

9, dufy feehr fadwor ;

. fasme dar

Q. Fra¥de, [WHAR AT IadH AT |

90, AfGRT T9T s IART AR, AT |

99. %, gam™r =EEa

9R. I, =ATETH TEAT 9T TgHed TodR geaedl Aqdd
(%) STERT (31), (A1) T (3) AT Il AFURT &TAH] FART, AAATTH SHHT SATTATTIIT  HEATA
faxira sraeam qur Ave yaEsd faega faeawer w8 IR, SEEEdr #iHE-9R B BRI
WH AR, TF: TSATATAT e Jaad AACATH] b AR FHT qAT FIBl AN ATed I
FIH THAR! AATH T T AR Fied A T el Teb aRTHT FH0T T T |

¥5. Bl QrIEH! TRV [qaRI SIS AHIEHT

SATAAIAITC GRAT ATIF U] A, T, I T AAR TATTHAT boll a0 T Fewe
fTEeT ®1.A. R, R T .3 IANH (qER0EE TTHAE THTT AU © feafir 7 Seur qosT
TS, |

¥R, GRS T 99
Q) TF STHATE TATT ST TRUHT IETTHT IS I TRURT G -

Tehlegd [HQeTd, 09O % oAl /Al aH0 T HoAl Al FFedl Taedl 391
e F. /0099 gre AT TRUST L9 99t 91 ge=na fAfa R09s #Ide R TAEEH
ST AT T Faw T qEatd aEe aRaTws |

() JUEET () STHITH @IEST TRUHT e qaT GRas THITSTH AU THT HTH HRATEl T

>

e I\ 9T R "I |
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AT AL T
PRI FEAAT
% qur o ge frawe favm

.91/ W, 3/09c

e 5 B el s L e L L s o 2 2 L B s L G sl

Tg Share “F’, “@” T M Gl Hl FATIAIANG TS TId UTEeh, HH, HFAT o1 ATTET

qEeIwd TUHT AEFETH GHEATS qAT AT HACATHT Ub SAH YATE & Holleh TEIwAT AT [T
e UH, 045 BT THT R of fauer afre YA T TErderr e Sy Tivue g |

FST WIS TAT Yy Jrar frgior:

TATTATAIT TRATT TIE UMeeh, BH, BT a7 AT TrI= TUHT AEhewehl THEATS HITHT
TR (Fund Based) Il |TYE T TRITHT AT (Non-Fund Based) AfaaTes THA TRI ATHT
TTAHE GSiehl FEMHT Y FTUTHFHH! ATHT HTIH T T&T T Falag |

FITHT TG, IS AR TeTelTs graad Ty fard &, AT J&7 Fhial ST, AT
Q@R IR, AT ST SN, FW &, Ted SEN, fawve IR, werH SERT a4l
qT IATEAHAS IUNEEHT JaATE & hollehl Thed UTeh holl JHT ATThad 30 Yfqera Had
TRTHT G | TAL HSAl A9 qTGT Fradrepl AT FThd Tl SoTSTduaagre FEATHl AT AT E
IR JHMT TRl Seb Afdeadl TTHHH ATHATTHAT afad Jrafder Gsiiepl  ATgrRAT
JiauTe® eIl ATqe TAT Ffaeme Jrar (R 19 97 |

TEH FATITH] AL Yed qHEATs kA oIl WA qAT AAarRl AT 30 yfqerd wEw

THITE, | A% AT FA oAl A9 JAT Fraar A 30 Iqad wAr AT FTIH TS T

;ﬁxeﬁanﬁwwﬁa@wmﬁwawgﬁ%aﬁmﬁwﬁmwaﬁ@
|

AL AIT TAHLAT AT GG, o TR @87 (Transmission Line) T FaAHR
frHtoT SRAISTATAT ol JaTe 9 FFTH:

(F)  TATTATAITG HEATA FATGLd AT FAENT Il qRATSAT, [oagd TR argd
Transmission Line) ¥ Ak (MW GRATSTATHT HTTHT ATORT Fo1 qaT TR HIOET
ATATRT qraam At gSirel JErar KO IFTTaasd Jare T+ Fa B |

T, TATGYT TMIT AARFUT IAT ARATSTATHT FHAT GTATHE Goirebr Y Ffqeras=ar aer
FAT JATE T U HAITH] FEIeId T Atad wUAT fawd @ivg @ERIEr (Power
Purchase Agreement) TTh! g TS, |

(@) T TATSTATR] TRl dTAdl  (Repayment Scheduley TIR &I W8 YdTe qAT A
THTITHT SATIRHT T g T T IS, |

@) gidTST faeeTer Ty qetead S q9r faxia I 97 Tl Moratorium Period
FIAT TN IRATSTATETE [a2q ICHET 9e TERY ATSHAT SMSUH o AieAT Hel [
afeg g &1 fafq qe=nd fewar s @ T afeT g o
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(&) TESAEANT S qar A "eard fqeg Sdtaga afesen, faea geRer drge
(Transmission Line), AT Il GRATAAT ¥ FacAbR [AHOT Tredl GRATSTHATESHT
TN & AT fa=H /W IIATARl Thd YTedh ol AMHTATS dtg TR0 BITHT ATeTeT
FAl JAT T BITHT AT T THT T THT JTafHe Goirepl TEMAT Yo Fleqeraasd
AT ATHT BT MRTH G | O, STAdgd qarel, [g5d JeR drg+ (Transmission
Line), TR0 Il ARATSAT T daebR AT qeaedl GRATSTHT a¥a=dl AEhd 7
STt /fae@ TR ATEH / FadHR IRATSHTAT 99 S0 T ATHT Lo FieTeTaeR
ATHT AATET T PITHT AT BT qAT TR BITHT AT AT FHT TN TGHT Y
IITTAET |1 Holl/ FiaeT JaTe T4 b S |

(GRTETTHT AT, - T TIT 7 FITHT AT GEET FHT T T Frefies Gofia 4o
GIToTT (91 STAataga TRATTAT/ [T TERT AT57/ FTAHT TAFHT oA TRITTATAHT
TITHT TRAT S HT AT T qET ST | P TAT AT FTAT AT Gl FHT T
STHAT  Gr9HE Geflel  ¥o  Flavid AT [E9g Selagad gk aga goRe
ATET / FFAFIT/ T Tl TRIITATHT FITHT AT S~THT 90 FITITaedrF HIT T
TH GET & | HT T AT FITAT FEIRT AT FHT T TEAT GrIE gl 9
gioradsta % ghra "IT [E9E Salagd RIS/ Agd g9
AT FATHT, THFIHT T TRATATAT ST T ST 24 AT AT
T qET &)
FoFaAd, TR S/ faud TR dEA/ Fader AAEE 9o qiRETSTH A
qIfpTeRr AHT AT AT GaTe AT ATHT ATERT YA aRTARR] Bo[HT AU il
AT SHaedT F1H T 99 |
3 W gt SR Rt FSier T WEe et QT (Single Obligor Limit)

TN gafcet TR il @it Uabd W@ walt QT (Single Obligor Limit) TS gSiroiaqaa

T HLATSTE ARABAH T, ¥ FRIE T TS TOOAIA YA ARHAH T, 4R FAS HAH TR

g |

A e o g7 o (fafd Roumionion) HY WS FrATeRT q& FA ATE AR AT

T FATS HAE TN TGS A HoA(ep! SHMT FAfT a7 ANTHN T a9 HeA S e

S A sty fr fratra wiiea o9 |

¥, Sl qYe q°r Giaarer T g
TETIAHT Pl ATIS AT FAuTHl EHAT F&T F. q W ool TXTHT JHAT AR g7 S -

(&) HEAT AGE, U FLHRePT GREATTH, qUTS IS efeh HOTTTRT frdrr T faeer Sep, ufgamey
fabrer S quT awaRittgd fod (A0 OO SO AR WUHT ARRIed agasd
(Multilateral) foirar @=ames qar =Rl vfieed (Rated) Sehepl [H:9Td STHTHHT WaTH
e I ATIE TAT AT |

qY, AT S qAT i FEATeaTe SN 9% STUHT A9 bl ST T (ST
Soid WUH! AT THA HTIH B T XA ARy agdelid Fearel Sy T fFreawed
THTE (Guarantee) AT HTITRT 9% S qT fadirT WS YGTH I HoITHT GoiTehTSeRT
AT TTUMET T FATSTHHT AT T SAMEH TR (Zero Risk Weight) T&TH T AfbT |

FFRT FRINGT HUAFT (Rated) FF HwiTed GITh AT FATITH AVSTAIS FHITT

The Banker F/F#ei gcd a7 Lg’of/sr HIEATHT J#T9T7 7 Top Thousand World Banks &7
THIHT E1F e T FHTIT TUFT FFEEATE TEHT T |
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(@) FHAET A AfGHAE AT B TA FIT TR BAHT GBEATS 28
FHINTHH! TEEe GRE T AATT TH “F” ahl SATATAITT  FEATETATE Jard e
FA IS AT AT

FH | G RSl
Q | A A A RISESRIE KR R
(x) | 9T W HEIH grar
(3) | T | e A H AFAF 7
Y., Y TRl b T el YTEtel TRUA qUT FISUEY TRV FAT AT LT FE T

gqan

TIh AT GoaTaTdl TR SF el (axii SeAeed 9aqeh oNMIehdl S adr faim

TRATEEHT UL AT HIGUEX IRUETHT Foll JAT e FaTH T el el I | %, 9T TaTe

RGP FATHT HfTTEF il AT aRAT I AT] g | T GIh AT b faxir

T A=AANZT AET (Rated) I TTHAT HIT a7 F 3 I (F) AT Jeoi@ AT TJHIAH & AT

AN B |

& AR T NUH TEFEeds TS GHE A e

FSI A TN Gadr AR TSRl MAT Al q¥erg TUH Tedesd] THedls qaTded

FATATHT U3¢ THE AT 3 -

(@) F FEIAI P FAATRT Y, AT a1 At aer FoR AU U A= 3 FEAES,

@) H Afch, AR ToATeE, WEHE (AiHae HEWIE JURGAT, AHaT HHET AR,
THHE UG T AT Afh, T=aATeAh, AT, ATHEAR a7 TSR TRTERAT STATard
T SATTHT AT GEITA=T TUHT AT AT T, SR, BT, oA, T, a1, AT, FAAT AT ¥
AR AATIGOT T O JTe, WTg, T7 faar, afesr,

@M GUS (@) AT JfedAtad Afchedel Tdel a7 TIHEIHT bl FFAATRT I UITeTe a1 AT AT adl

(@) U (@) AT IfeAfad Afhesel Tad a1 FIh TIHT AT HFIAIBI Y TG qwGT FH JIX
FHAEE:

Q) HouTed AT AET T,

() FEATET FEFE THG TG, aT

(3)  FHHATH GoATARESHE Y, FATATRT ¢ F=aATelbes [ah T |
(@) UH THEH A A1AZ TEH G, FEA AT A AEH AT,

(F) IS (@) THITH TIET AEH a7 HFIAI] Abl UTgh a7 HFIATATS THTAT [GUT U a&dm
TEF a1 FHAHIES |

TR AT JTATHHATIT AT ATATSTATRT EFHT F ATeehel STATAT [§UHT ATARHT AT
ATIHT TFg TUH YEFesdh] FHEHT F99 T qTces drehl g fad AT B | arfeul
FHIHT I ATASTHT GF THCHT T&T G @d: TE g, |

(@ UIe MdarET Tyl adl SAhesdls &Sl TaT8 Thl AU F&T A hes,
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0.

1.

(W) &Y, HHAT G I GLAESR] AT T T oA, (I a7 Fae YAl TA&
I SAfch AT (STl UHTERHAT STEMEM I SATTHT AT GEA~ AUHT 9iq a1 I, BRI, B,
I, THTAT, T, ATHT, AT ATHT T TR ATATIT T I a1, 973, qor fadt afesr |

AT T ST YEHETH! (a0 TS I

T3l ek al ATTHN JHIed TUHT ATEhesdl Aelg Teaiies FUAT IR T Th HigATTH
A ST S AT facir g e faa qar geaterd quie faammEr qeed ey |

AT TEH T g e

ATl TIHTIEBT QU7 AT YO FaeTd STvaT &l TMTca HUHT JST AT a1 HHATATE B (AT
THEH TIHT (8 |

Afrpisa W@ (Concentration Risk) TIFERIT T+ SHa<AT

e Ul Weeh, BH, FFIAT a1 ATIHT q¥avd T Tehesdl THeATs daT 7. (1) F1 ITaT (9)
AT AIRTRT ATHTHRT FET Fll 1A AT FiaaT IaH THT I FHIeHeHl Jedsd HUH AAAS T
T FATITATE IA g T ATTHgd SMGH @Rl AT ATATTRT F& GaTT TRTHT el
TS AT FraeTeh! o7q JTqerd a9 el ATl a7 (Loan Loss Provision) FTIH I T4 |

AT HUNETH HAl (9 YT T T

T THATT TATATANTG b qAT faxiiar FRATHT &bt oAl MU (“F” (b1 AT 3. Y IS
JAT “@” T A7 AHT AMT F R FAS TRT dEl Bl ITAN ) H oAl qea=dl [qa=or
APTRT STETAT FHRTT FIHT TR T FAGE STAT TTATH FHC HUHT Tafqer © feafa
TRPTTAT AR Holl TFeT Faazor qo1 THOg; | 7% faawor o7 Tl avd Wewars gefead
THEHT 7 TS TS, |

AT ol G T

Q) SfEH T Tewl AT SSASAAIAIT HIT G AT AT (AaHb SFTT T
T ol qOAdTel SATHA T I°g | aY, 99 bl (Heere feuar a1 9. o awits
a9 FAl AR FARAT T TG | AT TR [AlA Sl gAT da e
HLA. 39 W Ioei@ TRTH F |

(})  &PNTT FTAT YA TRUS il qa7 Gaerdre Srsquaara d¥dre &ell Teadl ATar
TETT FHINH g5 TeHl GEATR ATITHA, a0 q91 FE1 Juciiel Faedl T s, -
(BTA. 2.3 & =M ATAR)

(%) TE q : TIHE Toibr 4O - 900 FIAAMAAFH UId &7 HT Yalled &l ATae T Jae |
WWW?WWHWWquwl ESIEGEERIEY
WﬂTﬂT@WﬂﬁMﬂT%ﬂWWWWW|

(@) TqE R WATHE Goirepl 9T AAMAHT FET TSE SAAT FATEd holl ATIE ¥ Jiaemept
T JEAT ol SATSIATANT  AATH FATaAd  ATATTATE FHA  ATHGT
TRIETH &1 TS | SOMSIduaITe AEATH qoaTad ATAfTe T Holesd GrAf
AT GSiehl 9T ITTeTd SwaT dal HTaH A a1 ARIe] Hel JE=gdl qTte SIAT
forar T 9 |

(3)  TOSIAUAYTS Seh 4T fairg T=AT (Y U A &7 AT FHoAl JaTe T i qrIent
faciTar ST aTee) o FH Uh SAAT ATHT B ATHN FoAT  ATITHT TEHT YO GITITAdHH
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FST JATE T I FaAT TRUH G | TqIE ¥0 IIANAART FH GIHT MBS &TAEEH]
I T FHINH g8 | I S ol GrAT ATOAT ST 3T 9e0 qa1e Ul H
TAATIIT FEATH JrafAe Goare gersy g |

(¥) RS q9T I ¥ Fell qRIRAT SaawT

(F) FHTSHTS! STABNAAD] RAATEE ol T Alehl Il FREUHI Fair Market Value ST=rehl
HAATT (Loan to Value Ratio) SIGIHT ¥O UfAeTd T =T TATHH BHHT TGHT 4O
qIqeTaaT |1 HIH Tl_if TG | ARAMNS ATATH ¥R el (Personal Residential Home
Loan) ¥ FIATTAR a7 95 T=ATATHT gl AT RPRATE SR g B famor
T FEAEeATs A oY (0T AT 9a TR FSAwl  gHAr Tl
AT ( Loan to Value Ratio) FETHT 0 IITTAE+H HTIH 9 ATk |

) gfgell e B @G AT | T AR (First Home Buyer) @18 I@TAHl ITAE &I
FIHT 6T Y& TR 3. q RIS YO AT@IFHB! ATATET UT HSIHT  loan to value ratio
TETHAT 90 YITTda+H HIH T F(hS |

#) T STl AT TN T TR GEMAT 3 89 a¥ithad+Hepl B3/ apartment g9 |
o) FAA S TAT AT FEATAE A YT °R/ apartment FTHI AT @fkq el Aferuerr

Il T I |

(%) I9 FagT AT oIl IIF &1 BRATSTATS HUNb ATRTATR] HTcAb] FTHT
@3 AT |

(%) FATHI SATSIEY Fig TUAT 9 {aifed mifas fFer gig avRr #oil ST g eaaen
REICEEEN

(M) ATETET B Hl, ATAANTE Jaq q97 ATATEE AAEHE (AT ettt wwee
TS AT ATSAA T ATl ATANRE FEAFT ol AT I+ RIT W ol (TETTHIA
Gt qI1 AT HS FAA) T FHA Boliebl W, TTATART G g~ T BoAl ATAT
difruer T | WY, a RFd W oA (SESHE @R a9 Wi boll GHd) B
AT JTE & olichl HTHT A bSliebl Q0 (T BTAH TRTHT & | SIS q9T
e e Fll TE=adT @ FHINE TS,

) g e & Arae 9= e A & # e wL A .3 (%) wEeH
FIARE! Foll AraeHT Sfeafad yERwE A A & @ e we weers
THTST S |

() AT YA & AT IJleodfgd FMAT ATEERT FATAATAITT I I<h
JATST / Product T F&TH YT FIThT TARERAT AT TATHRT T IS S |

3) AT GHT FEH T (GATGATHT B FAT (FTATS TR FATE SR Al T
T FAATE TH TG TGl ared TRITHT ST | Solo(auaaTe Feqrel Jeieh
FHITH HAT AGA TH Alh G |

(¥) T9 FATAT A=W H1IH TR Foll AT ATA] ATISAT  THHBI AT HA
SIREH AR FFITdep! ITOET &M QU0 JTTderl ATEH 91X Y&TH T 949 |
a%amﬂﬁwwaﬁwméwaﬁnwﬁwﬁﬁ%?ww

EEsHCIlie ) AT Sd ST AYTEHE @ighaesd Down Payment ar Elia?%
ool UM TTFAT TRl (b ATaTdedel F¥afead o a7 SRTAT ofehHT STFAT

TRIETH B T |
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(4) afehTd ATardTT °% FS (Home Loan) I¥I+T STdE
Q) SYEET F. ¥ & @O (1) FANAH AT AT TEA & § FIS KO @@ a1 & A=l
FHHT ATHITT ATATHT TR AT THTET TIITS |
(R)  SATHTT ATAEE B8R bl AT ok /faxiig Feomer Tegehel Jadra &5 91 grdol
AT T fhEaT HTIAH T STk UTEhel ATh GANT T a7 ATSTH] oS Seadel
R 80T, o)/ quTdHee @REHT AT YaTe TRl ATITE 8% &Sl (Home Loan) ©T§
AT THTSS, |
(3) AT GUE FHIAHH AhTd AEET O Fo(l Jare T ok /fadia g arhe
Product Paper TIR T FHrad HEATH ToATA® AHITA Hlhd T TL=TT AT
TEAT FeRfcepl ol JaTe T I°e, |
(¥) A1 @IS STHITTHG! AfhTd AEmdd sR &l u3el o /fadr gwameme ugar
TREARATS TISTEF AT Y& 9 Gl S |
(%) BR/9aq (A gl Sar
(®) AIRHIART SATATHR] T/ HATH] GREAVHT AT O/ Faq [HHUIRT AT He(l Jare &l
TR/ HaA (AR gReEegHl FHEiegd WY 8/ #Faiagare Sl JIIEuEes W
T /AMLHT Afhd TR THTITH, ATALTRAT ATAR AT (RAb] Tlbld, o/ a7
AT TFI~ YT/ THTUTERRT / AT aRMIAHET FETATAES [ sqaedl
T 91 |
@) wR/9ad TR AT Fl YSTT TRT el Ry, SUHETARITeTe!, AT eTehT
T AT PR AT ASATAHT FEAAT T TR AN HaT dfedT AN Tl
T T, |
TAET . TIE GFAT FANET FA GATT TIATTIE T GHE TEFEEHT GANET il qr9E T
STHIAT, TIATIZA, TATIT T GITEEE TFHT T |
(@) ST TSIt AT HE ol qEaIwdl AT
SATAATAYTT FEITA AR TATSTHT AT T T @RS T Bl JaTe Tl 4l
AT WA HeAP! AgebdH Lo Jqerd T Afhd [agdia Gy gl gehHT
50 GIqeTaEH HT T I3 |
IS T 990
Q) TF ThaTe TATT ST TRTHT TETAHT ETES G TR -
THERT M9, 000 H THA ek qdqT & Holl dde T laarel ArAr g
FrT FIET 397 e . 3/089 a1 N RUeh! [HaerT qar 41 99=md f{iq 2095
FA 5 TAGFT ST TUHT T IR qeafead Teqe aRaees |
() JUEEr () THITH @ISl TRUHT e qur akas aHIfH HU THT HH HRaAE! T
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zur.feyE 7. ¥/ 0ug

QI a9 o [qaRuEss g T aae

TG qpATE “F”, “@" T T’ FAH FATAATAING RATEe Tl T @i qar faia
faaRurEss! BT TEEFIH qUTT A Fh UA, 044G FT TRT R [GUHT AfIPR FIART T @A
fTEeT ST TR 3 |

Q) fadir faamor Tvawt saen

TATTATAITG AT SETAR] SFAAT FHITTH (g [oeRo TaR T 99 |

F. AqMgE T
AMYF aY A GoAH qUBl ATSH § A AH[ qUHl FAR HATATFHH A dATS
TATSHE, | ¥ GATIAT Ul FUehl T IXITIAT Ul fAfqefg @R AaTdaedehl
HATgTs AdH a0 AT I, |

g, T debel dlebebl TS SATh Sre (Statutory Form) &1 3991 o 99
7 bt aiferfauer gt T fafy smaw faxdr faae qar T o g |

T gAfad @l ATIEUSH! AR T I
SATAATAIT FLATA ATH] fairg fqarer qurer faxirar gfqae @ = (NFRSs) dER daR T
g | A9 i GiqEae T e R TR SEEEAT qweeed fadra giqasaHe
(IFRSs) AT ATIRHN FGHT foae a3 |

o, i faxira faa=or gepre T 9+

FIAAT AT T AMBUHT AATATHT A@TINEAT FHI HEAPATS, [T (qaxer amfie qfqaa
qRETeTHT TeIRTA Tl AT ATie IRl ATFI Jeargedl demdids T a9s | a1,
TRV SATAHIHT AN (a1 Saares] [qaRor, ATHRT a1 A (qavr, faeqa arde
ferauT (Statement of Comprehensive Income), F¥TE YaTe [a@RuT, SfadraT qUH! giead=er faa=ur
T Ig g iAce | THINHEET IS qidad I YHE b GeEdie Aqardl daRe
Afteaedzer atreTar S qar faxir TRAT @R U9, 093 W7 diieusl FHEATE fa
AfaTd AT JRIRTT T 99 |
T ey fade gfaaeT g™ T 91

() SF T faxia Fear whEd fadia wfqee awmad yeE faxi akeEdes Major
Financial Indicators) @7 =ae® fara wlidaed (@faa gfqees) a9 warsHer ot
TfPURT GIETHT B TTHTAHT HigAT ATad qUHT fafaer © feafas &7 ws aftcawazasr
i afreerar afqard FUAT YEeTa TR G Ud Giq e qur A ger e
faamr 7 grafera guivaeo faamers @@ ITeer WS I9g | @1y, a=aed fad
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gferaawer faeqa faaror a9 Sehel dfRlaUerT gI=mAT AT FTATSHT TCT TS | T4
faeqa A=A f&ax Jiqaed JaarsadT AEUH! RRT qrABTHT TR A IAaaTHT
JHT Joold T T |
W, AME a9 009/95 F AT TAAEH FwavA fadia wiqae @ giaae)
T T A 096 ST AT HEH TRTEH 3 |

() =t o gfdqaed Jerer= &l Aard FYHT AT @I IaThere THTI TR0
AT THE T I |

) BF AF qUH FIHT FElAd  FH AIRSRT AARH  fad giqeasd T
= S&TUT \ﬁ{{_\ ﬁ @la-\ﬁ = | c ﬁ Q
TEATHT AT FTTaGTRT AATT ATATHT T Sebel ATebebl GIATHT TIRT I TS, |

(%) F=ared fadie afqass geiiTa el Ih sTafdel wHATT add, FHERET qrferd
geEe q9T AR ANATH G0 Guge TaH (aHAHN FHEANSH FHAATS THTET
TR AT YRTT T T°g | 9, JRI9ER AR (Earning Per Share) TOMT &
Annualized EPS J&EM THIAE |

(%) FEAATIRUTH] ATTHNIHT AN FAANSRT A=A [ Iiqasd Jehre &l Ao
T [ q9T ared J@raisdd 99/ 9 9 (He fGuAr qivskd faxia faawom www
T G T FERTH Fedle @l JHed T I7 |

&) U=, Wifa, o gur fAeemer o aiuer et gud SraduaTe GReTE

I GHIH FHIEAS TR0 [oadid Iiqaedl w¥e ¥l AGEqTHT  geaiead
FETITATS ATTYAF BRATET A, |

T . Y (SRl G TFIHT

79 AT awIfsTH Shel ATHT RETAIT AT ORETEH, HeATsT AU TEAE TR Fl,
fA&TT eI o= "G qar Sicase qu ¥AT faar faerer g AT A
YA T TgAs | a9 Sl fafae Heew awifaw a9 Sepeer fafger faamresar o1 9 o
AT GRS T T T3 T Sobebl GEAtedd Qe qEITH T g | A, T Sbep
fader s a9 St fafwe fawmr qor sratemesar T 79 9 fafees qears wre
AT JHTTT T I T AIFTHT (qaRor qeaedl o= & a7 fAderens a9 faemer amar
AT AT ST |
T AT JASTH AN JAR TRA @l (qazer g

T TS IrIfead SoITSTduaTd STl AT FATSTHHR MIAT JaR T A= @l
feraRor S T AT ATTHT AT T |

S gE bl dlebebl T T 9T AT e qiea T 93 e @l
fairr ot & e v TPH AREH! AU qIH AT 9T HrEE AT a9 SAehor
AThepl GIETAT e TRAAT T ITE & | a7, ATIAET Jooi@ TR “o=g” ofehias T8
TR ATEIIRAT ATAR A% of6F FHTILT T Al |

. 9 faarg fgeRues 997 T U
ATHT T fETTahT SMURHT qATR Gkl aTfter faard (e aed J@raeielddre. R ®
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AT TUHN 3 AfeATTTT FRatega qARAeT faqmrar e ahr e 19 98 | I
feramurenT TFmIwT T Hehehl TR-TI GURALAIETE bl FTIT T I (HeaTd qUAT &7
FHITTH FHTANA T ATF a6 FHTT AURT ¥ HiegdT 47 (RITE 99 AUH ATLATHT TEHT
99 g WEANET) SETOIEu B R I 94g | Ard, gemEte fade faER
J@TIIET Rl AfaH gfdasd qar @ wRd Afed RUTE (Long Form Audit Report, LFAR)
AGTITETT FFI TUHT QY [&ATTT 79 Sepepl Frateae QULALT fa9RTeeAr Jo7 T g |
AN ATIR TAHT FATR(AH] AT JT T9 FASAS TAR TWeHl AT feara (Annual
Accounts) T& Sehepl FFafedd AL FA9RTH! TeAld fauz AT rasties T 99, |

() fadir faavor TR A SR 91 9@ J@miia

) fa<irr faazor quR &l A9 faxia giqa@ AT (NFRSs) FHINH TR T 998, | 9T @l

FfTAETHT FHTAL THT SFETHT A faxird Gfqaa a1 (IFRSs) T TR TIHT
fa g |

) faRor AR &7 AUATE d@THIaes quTed faxiTT G AT (NFRSs) AT Soiidd Saaerehl

AITTHT 2T SSSAATIIT HLITRT F=aTeleh FA[qare qIRd TRTe A" TeHITH g |
TATTATAIT  RATETA  AIATUR]  AQ@THITeshl ATATCHE [aaror fa<irg fqaworer  omn
TEdT feoqofl = gH@ @It (Significant Accounting Policies) 2TTHHHT Jeei@ T 9+, |
AEHIAes AREdd T THT 9T [ Jiqaaaad (NFRSs) & AUAHT @l qiRdad T
Iiep B | gfvads RueRr er@mitdesesd! fqavr faxira faa=orer a@r gt ool saera

Basis of Preparation Gl Changes in Accounting Policies I d Fool @ TIT-T; IHg |

R TRESH

TATTATAITG AT HAFIA THI A@IAINT THITTH FIH g g3 FATRIEE o qdr fa<dim
T R U9, 093 qAT TH bebl (ST THITHB! ST qIT AT HUESAT ThH
ATTeT feraor T Aferg |

) & qur I gearer qfgeil NFRSs Compliant fa<itar fa@or d@® &l Opening Statement of

Financial Position 9T T 9! faxira faa=oAT NFRSs awifsH fafa= ofiseresdr FamdS
T Ffsad HATRTAT THH STHAT THAT F1 aTaRabl ThHATS Statement of Changes in Equity
AT Fisad HATHRT (Retained Earning) @Tdr g9 T IR By (Regulatory Reserve) HT
ST T I |

) qfedl NFRSs Compliant fa<ima fae=er qar =9 99=Tdel aueses! (axid [qaxurgsdr &

FHITHST [HAHTENET AT T FTIHTHRT BT (Regulatory Reserve) HT ThH ST/ G

T T3 |

() FATTAIAYTT TEATHR! AT TANAH AGTST TRTehl Folfebl AT AR eI T
Sepebl TSI TTHIfSTH YrasrdT amemr (Accrual Basis) AT GT3 TR TS ATRTHT (A
TG ARl qF WIET [qg AT JTATHHATIT &HT AT TRURT FSAHT GofTeheor
TRUHT AT THH T ATMGF a0 AT AUHT Y [GA0T 9 AUl =TS )
JAT FHAWT A Fel T dfehl IHAATS Aroad HATR (Retained Earning) @Ts @
T FOHAS HOHT T T 97 | 9<h TS A T g SATCAT [Haeeepry
WWW(Remined Earning)ﬂTﬁWﬁﬁﬂﬁﬁ@l
R, 095 AUR FATT AT YA I AT THH 095 Fay 9 T oy gy
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(3AT) TATAAYAYTT TRATES &b HoITHT ATHT AQGTHIT THITH @T3T TH g1 AT
(Impairment Loss) TdT 79 Sehebl LIS & 3 FHIAH FAF gA AT AR
ZJFEAT (Loan Loss Provision) &I fa¥qd qaxul yedes FUATEAT TIR T 995 | NFRSs
FHITH T@TFT & Pl &THl AR THH T, (e 7. I FHIAH FAA g FHal
Al AT THH AT FH HUAT FHH HUS(G A AMHE SIAT Flsad HATR
(Retained Earning) ETATeg @< T (HAHT HITHT FTHAT I 995 | NFRSs aTHITTH
afsara qATRTT Rl T At |

(®) el waTer faxia gidereAT (NFRSs) FHITH Fair value through profit or loss HT LG
YT AR AT A aﬁ FEFAEsH T Fair value gain (unrealized gain) HUIHT 3<h ATHT
TFHAT  Al>ad HATHT (Retained Earning) @TATATs @9 T (HAHAGRT HIEHT STEAT T
TS | (MTIHART BIHT STFAT AUHT ThH NFRSs SHITTH T¥ai=ad JIrder! Fair value
gain T AT Fair value loss URT HERATHT TT THTATE Al SIHT (HIHAHRT HOaTe
afs=ra qATRTHT fRal T Afbe,

(%) AT @I THISH  o@Tsd RS TR Ay G¥Itael &d  IHHAT  gEfad
FTHTRRET AT AT FHART S Fadl T qTh THAATE TR dfby T¥a TR
TR aUHT oo HATHT @ATATE @o T MAHAHN HEAT STHAT T I | a=dl
THH IR Afey R o WURT qUHT AT S@YATSIHRT AN YANT TRl aHT
e Srvare dfs=a qATRT @A fhar 19 afes |

(I) o aarert fqaRumT TEHT TR #R q¥a aRIaRE] hH Aisad JAThT @Tdrers
go T AIHAPR BEHAT ST T I | TR BBl G TOET A T R
THddl Hed  (Carrying Amount) T HHI SATUHI FUHT FHI ATTHI aTERBI IHH
TN HIare Fis=d AATRT @IATHT fhdl T dlhe, |

F) ATFI d@HITT FHISTH Goodwill TT@TSH &1 J@Tg &Il F9HT Goodwill T Farar
H (Carrying Amount) aRTSRE THH Fisad HATHT @IATdTs @ TR [AIHAHET BIOHT
SEAT I 9GNS | ATI, Goodwill T ETHT AT (Impairment Loss) TRT waRITe feamadr
G «@rsT T Goodwill T FFATET T (Carrying Amount) SIEehl SaATAT &THI AaITHT
SRTEATH] THH [HAHAHN HITATE Fis=q AATHT @IATHT Rl T F(be, |

() AT AGHIT STHITH  Merger/acquisition T2 fafSTa Bargain Purchase Gain &1 <I@T$H
THT F@Tg &Rl qUHT Fiehl fFardl e (Carrying Amount) SRTEReT TehH HFis=d
Wwwnﬁﬁmﬂmaﬂwwwmwmmsonussmrew
T FATET T AT G T A g | e, Bargain Purchase Gain FI THEAATE Bonus
Share FTHITHT ATNT FwAted A& e 97 T2t W foeqa feaaror gfeq T
T U8 | TF ApdTe TTHT ETH WUHT AGITET Bonus Share ST TXHT THAGH
I HIare Fis=d AATRT @ArET Rl T4 dlde, |

(T) ATHFT AQENT THINTH FHART @oebl @Tg Tl aHihed HeATsT (Actuary Valuation)
FANTH  faetr ‘34"1'05\[ Actuarial Loss ?'IT'%;' Other Comprehensive Income ¥HT SLCIED] ﬂ'QE??T
HATITH] F SRTeRH THH Afod HATHT @ATers @= T (TAHASE BITHT STHAT T
T8 | Actuarial Loss FH WUHT % HUSA THA (MIHAAHNT U1 Aisad AR
QrarT fRar T " |

(@) @I FHTH ?lfrf G THH ATHRT AR [EATEAT d@TsT A9 Other Comprehensive
Income ATHT a1 |vh SR w@Tsd WE SR feAE el gwtad o
HUTCHSE OHT AT SRTETH Al AATRT Grarers @< W (HaHAHN PITHAT STHAT T
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TE | E WA AT R STEHT ATRT @Ts AURT SEETHT A1 AR
FRTERbT THH (IHARNT FITHT STHHT TURT THH AR g6l qg+ ) [HIHTHNT HITHT
G L FsAq AATRT GIATAT STHAT T4 Fibeg, |

(3T) AT Socifed SAaedT dedherl AHatrad qURaeTy aanTe e fauawitawes wd
FIReFRr PITHT FEESE T 99 |

(A7) Afsad qATRT @ T (HIETERT BT TEHT TUHT THH [ FAHTRRT BT I
STET AU TohH AT T&T & i |

() [AIHEERT HTTHAT STEAT qUHT 7T TF JITAT Jocli@d HAEAT TIH TG Sebel [GUHT TR
STEehehl ITARATHT @ T I3 S |

(°) fTaAerT HITHT SEET URl JAT @F AURT YHH Afed HITHT AURT qRader faawor
AT faira faaRurerr or@r v feoqufy (Notes to Accounts) HT Il (Disclose)Tl_r;fq_:@l

() Statement of Other Comprehensive Income AT WEiHT NTH AFATS faaRor & faawor
gV THEAST R0 GO General Reserve AT SHAT T4 qipl 50 Faera A A faawor

T |
¥, @Rl I a9
Q) TE depere THAM TRT TRTHT TETTHT (Heees @esl TRUH 3 -

TR (A, 009 FI F@HId qo7 [ HeRuess! g=n TFedl adl 397 e
T ¥ /009 I R ARUH! A2 qar 47 qe=ng g fafq 0es #ifaes g Taaw
AT AT 7 FaTa T FrEtead g IRTTes |
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FHRA FATAT
e qun ffrr e Framer fem
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LR R o L M s i L e Bl
Tg ddre ‘), @’ T N AR SATSTATAITT T HRIERHAT (g fl, F=ererd, qeerd,

IR, =ATeTeY adn faeefT fafaae amadesr Sifen SawaraeT Tr=ET Tu7e T g UF, 045 B
THT 9 of feuer sffae® YT T A7 e Sy TR |

1.

SifeH SgaeI

AT ATAAT I SGHD! qie=, HIH, ATTHA, Faedrad, g T Raifdgsr @it 95e
SIEH ZEedTId AFAT IR TR FATEITHT AT IS, | TAAHT ANGH TR AT
TR FFIOT & FHEA T U7 TaH Usblhd 9gd FAIRIT T 9Ae | LW GUEA ¥ 958
yiqagar sah T 99 |

Sifgw aea_ FEEHA (Risk Management Program)

@) Rl FRATHT SETAHISTHET [qUd8e THad T SMgH T d3=dT FEaH T
TS
F) FSATAF  FH(T T IoA AT T AR (Oversight),

) TATIEN AMGH TG Hd (Risk Management Function),
) SUYh G =T Q'U'I'l?'ﬁ, T

(3) TATAHN ATARE (AT JOTEAT TaH AT (Limit)

(R)  TEATH FoATA® G AXATA Fed T ATl AMGH (Risk Appetite) T FEITATS UTEA
g AT (Tolerance Limit) Ffe=e TRT SM@H 0T TF THIAS | AL AT SAME@H
EATATIAHT ATNT qoaTeieh FHIA ITREMAT IS |

(3)  oF qar fadT SR AedAtifed ST Hecdel Hedd SEH (Material Risks) T dTHAT T
T FoT FrAfal AR ToATdF HTaTE FElehd gaa-s, T T AMq qdT Hratarg
FEIHT 9 TR TFTeH TRIEArd 9 q97 ATeTF MGUAT FATEdTH THT T TG |
TR GRATHT FIGH G q¥Ig A1, HrEEe ¥ JHAmehl Hra=ad T 3o

()
(@) T TaH THANT [aodehl qarear,
(M)
(%)

AR FAA GG, | FLAh Toadh ARG T Iod Faedadd SAtaH e
giqasd FRIWT WA THISH T ATEAFAT A2T S[AAF GHIAAT AT JAT FARA
T T |

(¥) TITHT YHE W@ #Afeekd (Chief Risk Officer - CRO) AT T&d THI YT AwA=ITd &+ I
@A SMgH AT FER AT T UG | IR ATRR  TAH, BRIERE
fafTeedr T araTeRr g T AEARAl HTER TAF SIMaH AALATITAHB AT Ggerge o
MR THIS/ HETe@Thl aedl TH Alhig | SEH AGeTdd H1de HIqHl eI
fauoEs FHaT TS |
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) SEH FEET Afq AT wrAfaiael IoAr AT AEEaE T GEedl TeRaTel
T T,
) TRATHN T FTAT ThEeeh] AT Si@Hebl (Fafad e ae T 91 Jeamed
M) S FFEe giqaed TR 9 T 41 Yiqaed SitaH eaedrdd aiatq ¥ geardd
gtafaar ger T, ¥
o) SIGH HaEATIT FTIHT ol JeTe@ehl TAAHR] AT qarg AT |
(%) FIATH ATHR, YBid TaH HEGT AR g1 T JHE@ SMaq ATEasl &H, Haed I
AIPR Sedt@ T IS | YHE WIEH Afdhdd AR GodTad AiAfd R SiEH
AT ATATTAT STafges F96T ROrdyg T 9 |
(%) HFEIIE B T FGH AT FAATS BT (BIGHEBT W1 (Conflict of Interest) T
T HAATS TG | AR, SIGH FadIars SigH  aedrad  fa9qnT/ ghredr AT
feamrer F9aT faq g | Sifgw a=araeeT AT Eantas 1 (Main Business
Function) afedl FR&ATERT (First Line of Defence) &1 FTHT T&d ATALTF T | HLATH Tcdd
FHART SGH FTRATITRT AT AT-ATHT (TFHARIIT I g SiiaH F&RA (Risk
Culture) T I&T® T I+ |
(9) SIfEH IO FeT SfaHdTe €T “ged 9 =ewl simad” (Risk Appetite) @am
UET g1 HMHET (Tolerance Limit) T3 Y@= T A=AMHA Had AT (AT YOIl
(Internal Control System) HTIH THUTE | A=A (AT JUTCATRl qaaar T qarar
GiA=rd g T HTATHT THTEHR] @I IRISA FoaTadh FIATT/SRaH ez
afafq gfdag g9 e |

(5) TEATT q ThITHT HAYT ST@HES (All Material Risks) T SHa€ATIAET AN BTAT-EATHT
TEH A, WWWWWWQTW@WW(RM
Governance Structure) TR faog FHET  a1fie gfdeeq dar T oidges a9 guT
AUH U AfeATHT Frafead qaRaer fqaRmr Je7 T 99 |

3. SfEH Tt
THTEEN] SGH SFATITAHT AT FEITA IRTITHINTH SAGHEBT TR T, -
(%) HoAl SAEH
(@) F=Ardd AEH
[ qIAdT JEH
(7)) IR SEH
() =T9e? SAMEH
=) fagelt fafawa St
(@) g e

¥, Ol SIGH HXITT T Gl e
Q) TG Share SR MRTHT “FSI GIEHh] a0 T ol ATRAT GEET Sqae T
IS F. %) T “Uhd UTedh qAT & ol |19 T Jradrepl JraT Haer awaredr
e (TN | 3) T9T AT Gl ST (391§, 5) @18 W el adr
TN FEET SRGH AR T AT FqHT fa e, |
() oIl SGHDT qle=Te, AOH, TATHA ¥ a0 T &9 g7 T FaTel III<h Al qar
FEfAf dEaATET TR g TS, |
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qo)

q9)

FAT AT GHY AEAN GET @ed T EENT awEtad @ el g arad
afafqel g9 | TRATET ATPR TIH FRIARE [GRTEArdET ATaRA 30 TaedTITdTs
AT Foll ATGTAT T g I |

&I Foll A¥Ig FIAEe: Business Solicitation, 1l TeaTSH, HoIl T, HoIl JaTe q4aT
HURTR] T AL ST F1Ue% Sglge g MR AT TH g T |

HEITA TAT Foll GaTe &1, Holl AATH0T &7 a7 [aae o1l qlaem 99 T&T Fai fagerso
THERAT qATSAH A ATIRES qT TH A0S, | [T GATSTT AT I AT ol
JATE & & AT IEA AT TANTTHAT F Fofl STANT ETAT TAT TEXEhT AFI=IAT Fwaltvaret
AT TATE ATIREEH! FATSTur T Jebe TWeHT g I |

“T" FART AT b qAT “@” VR ANGT TIRPT (qebTd Sebebl AT boll F&Td
HATST TASTATS Foll SIM@H TeaTsH YU (Credit Risk Rating System) &1 faebrar Ieafead
T T\IHA bl g U108, | U Gl Teeh I Aaardehl d@ TaH [qeadadrars
THTERRT el THIH! & T18, | U HeATgAdTs HIMH Due Diligence I ST FTHT
faae | AT TEAT TeATST JUMEl AR &l A=RIgd It A ATHeedls AqeR
T TG, |

FAT AT BN, HoAl  HHRAAD AATHA, Holl Fled TIH  JRAT  FFEwl
FETSTACEH] AT TAT SATRITT GoAATH AATETF ATTA@ FAH T TATSTART AT
T IFed YehRepl ol JeMEA F#I=dT %14 (Credit Administration Function) 3@a#= T

I, |
AU FHS(Eoehl Tobel AT &I JTAT ATAIE ATl & ALl IS | &l

TREAHAAS  TEHATH q¥ewd  FIAIAH] AN A(AT T ATITRBT  STAT
fa s |

AR ToaTdAF AAITA T TRl “Fe T ATeehl SA@r” (Risk Appetite) TaT I g
AT (Tolerance Limit) TaH AT qeawdl Ha=dTes THAATS T T FLAT ATRA
FAT ATHIEE (T ST, FEYAd, epa ahotl FrHAT afe) (e 19 Tfa e wfeger
3 |

AT (T Foiiepl AT AALATTAHT AT Irad AT qAT FFHAT FATEATHT Iehl
gAIE |

el IeToT FAThl EhAT ST@HPT AT T JHE AT SRTar Sehebl s, | qomy,
EART Thewed AT-ATHT AT SMGHET [T T T |

Y. IS G XTI T T SqaeT

(<P)

FRT FAALh, THAT, YUl TAH ATed TSATH R (Gioid ToaTdd g qaedrawen
AT STera G q4T P FATEIT T T6S | F@l, T Jidtd, e @ 79
T SifFg FREAR AT T oA SHEEEH] IA gaaa SaHeTs T&dl Jifael
THT TS |

T ATHT FREARET qeedd qoarad SaHdTs Aaeqd= 6 G AT=eE
g gumell d9r gEAr UUTelil  (qerE AU | ARG d@aeiedd I
o/ faaTT / FRATAIR @I Jidaeadl  goarad SiaAdls  TATEERRI ST
EATATIH TH ATATIT HUHT IJUTAEHH TATAAT! FFe AT THA faoqoft/ afqepar FwmaeT
T TE |
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(@M AT gfaigeTe g9 GH ST SEHATS ATE T qqETATs del TATdhrRl oA g
repl (EETo o qURAEurs SFaedd T oA giatg aEedr qree (Information
Technology Guidelines)ST<T TRUT & | ARG THITTH GAAT JUMCATH! AGTIIETIT
TS TG T et Jiqaes I9 Sehehl Feafvaa quivaerer fawmmr 3ar 1 9o |

(®)  SfEA aemOa Fde e q¥6g SaHesdl ARHA [HafAa S9AT g e
afeq @fdel TedEsar Hecaqul FAAEs: (S TaATH JEid, TP, Jgare que
faxira e1fq srfe) =xafeaa reme @ YUedl daedved T 98 |

(3) 3T Disaster Recovery T Business Continuity Plan TsTAT T fafq=T fofawer geprdeser
S FAAT HAR=aRarel A=A THIHs, | AT ASATes Tt STHT AT (Drill)
TR F=Tafded T 99 |

(@) FA FHAR T Afaer ERAT USE FEETG ATHT GEA Tk TAWHT @R BE AT AT
FHART A= [HATHIATRT HRO IA= g7 Tl HHAN TG SGH ~FATBIH AT
FHAN I UGH F6al AAAH F TAEHRI g T |

(@) YTEqH b TR HEAEEA [@id TUTATR] AT F [FHIRATAT AT Fb GfcTeet

YOXATE FAIHROT T A ApATd  gOIAIAYT  HRITEFS  Contingency  Management
Framework TR 91T @1 T 943 |

() AT SIEH FH T8 AEFesars d(hg qa1 YARTHT AT Jearfa faera o aar

faira F=qme® Chip Based Sfae, hfge, fus afe #Fees A7 AN IS, |
% R G ST T Gl T

(§)  FEATHT AEANTE TR, ATHR TIH FRIAE! [GRTEATHT ATIRHAT HrAEar Tar qANE
fede! ITIH TRATT SAMGH ATITIT Al FA=EaT THIE |

(R) O] e SGH FATR T G AT FFI JoT caelrs bl ety
(Maturity Period) T STETRHT fafq= IHT A=A (Time Interval) AT aXIeR0T T I | T
TASHd! AT TR MRe| RrA. W FHINHS! avddT f&@ERer (Liquidity Profile)

IIF TR TAR T ATHE (A, T, I I AR AT ) GHC qURT To Gt
T bl AR UL FANTHT 9319 9 |

(3) I G TAT STAAR] TRIAT STATTHR] ATTRHAT TR THA AATABT AR
T T, |

) R0 Tad FFAHI YR AAfd AUHT FHAd qdT e

) R0 f&d 9T J¢l 950 [aAaFeHl YRl Aatd HUHT qHrd qdr raca

) 950 fad AT FET 90 [ATFHH! qRI AATT HUHT THATT qdT aTaca

) R0 fam =T T Q AT FERT SRIAT At ST grafq qar anfac

3) 9 A WRTEC WhAT Al HUHT FHEI qoT I

(¥) A= SR safy 9uer I¥ard qoar Sifaadls SYEET (3) THITHE! THT AwRTeT
THTALT T T |

(%) FEITRl M= Rl At A9URET Hodl ddT g9d (MET ST IAHed gratad
fAErTepT YW TEHT T AAAH FEAW AT HOITAH] HTTAFHER] THH TF ATART ql
HATIH! AT ARIATTT FHTEL T T8 | Tl qa7 q= [(HeThl I AUR T4q1Y
AHE T WA T I, | I AT ST eved Fedl Maraet sferems qrathe
fgrTerT FaaT foe T |
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(}) &% qar AT TAEES FEAT T 9 FA-MEY FqE@ (Credit-Deposit Ratio - CD
Ratio) @t afaeas dHT R0 gfawra dfeTst & |

(%) Tq TAISTH! ANT GIr T T GoIr Ul FFH! TTAT @l HUGH aTehdT HIIT, 9
Ty a7 qweT S8 et faelt qETAr fuer |or qur a9 Seae yem TR
TREGST IFHAATE HATHT TIAT AT TH AP | HOTIT (OB TP TIHT
@A A7 RN FHEHHT AT T FE WO S TR S@d e g |
A1 SIS EYE ST WUHT HIGAH! THAT SATSATT I G 09 AR
AT FHIRT AT ST TTH1 THT TOAET T S |

(@) T9 FaATATAR FA-HET F91 (CD Ratio) Mfepusear s@r swwwm S qon o<
mem?owiwwmmwm

|

(M) FA-FAT AT (CD Ratio) TUAT TEF FoRa® HATATE FUEEE T & S |
TG TS AT “oARa® MRHT” WE HN SOVaUAN TS e
FATTAIANTT GLATEATS f&EUhT FoAT /YT THH el AT (HETer STAT ARgueht

THFAATE TS |

(\9) FHAT-f&T AT (CD Ratio) ®r STHA qT9T 1T qoar-al g

(%) FA-MET @ (CD Ratio) BT AT I+ TG TRAS; |

(@) WS ST ATERHAT AL AT AT el GARAE fAmT "t @i
TEAS |

(M) JAF AigATd ARG AAAAFHER TAF FEAET (A (9T qAadh) HT ATETTHT
A A AT e A |

(&) NFFTHT AT ATHB THAT AU AL P YA, 045 BT BT ] ATAR ST
TMEAS | TE TSN FGET EAT (A HAATEAR HER TRAs |

(T wigTd WE AT Ho TR HH — R0 FiAIAS HAH g wigE
AT FH) X TF T
j00 X R
(5) TXITHT TRAATH] THY HATLATITHT ATNT AT -IM1Tcd ATATT (Assets Liabilities Committee -
ALCO) &1 faferse =T 18 WHl GAIS | ATl aRaAal (idepl qaeraarsd T
7T Aiafasr doF fFafad swaEr g% 99s T aeedr e Jred SEifaE @ T

AEAITF IUICTH AT Tl FAITE |

%

(}) EITA TRAATHT AT Gl FHIHT ATA9TE T S[ar39 Contingency Funding Plan ?—lT'j:HT
TH g TG, |
(Q0) T=ATAH AT ¥ I=d FFLTIAd dialdl ddT deeldl SEgH el Jiqeaed Hatag

TIHT HAAT JAT FARA T I9S, | FHIR ST SAAeATIT AFATTT TSHPT FARAH]
fawres ¥ fAviaes Gehersl AT THIME SqHT GoaTas  Grafd aHe J97 T 99, |

(Q9) FEITATs goaTasd  AMATqaTe TIhd “dad 9 ATeHh! SaH” (Risk appetite) TIT AT g
G (Tolerance Limity T9T HaTHe® pmael ATl AT THAATS HAASR T ATHAT

FEAFIHT ATHN T THq AR aRedl  GTHIES (& AaTd 79 WioaTd, S
TRAT TAT oIl /A1 A=A AT ST G0 R T R TRwH g |
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B, IR EH T T G Faen

Q) I TAH AR T TRIAREEHT AT IARACAHT HROT (oA g7 Fal qANT
TR SAMGHP! HALATIAHT AT FEATHIT ATALTE AT qAT Frafafd gaas |

() T ALY (Treasury Management) | FFI(=I SMGH ATTHA, HIIT TIH [T
AT "e6” (T ATST Sfebeeed Middle office TITIAT ITHIS; | TXAT Office T SFRATIT
AT FA (Treasury Functions) & T el ATT I Office of WIMGH ZHALATIHA
faarT/ Zeprers w@a Raifds 9 09w |

§. SOV SEH T T G SFaed

Q) AR T IARAGEAE [qAT g AiaHars SUIH e ard JEare T o I
e gtaa |ifq qar swfafr g1 o )

() ANEATE IT g SGHATS FIAHT T S8 THINSTHE] JUIEE AT T s, -

(%) SATSIGTHT AUHI TRATAR] FRI TANGT g1 q¥afdas q4T IMAAaS (Interest Sensitive
Assets and Liabilities) ©Ts HT FFITd T IIEHT FATAL T I |

(@) |THTAT: F¥ 9T TR qhTl qdid (AT 98+ (Maturity Mismatch) STarTeR
¥R fa9eIIvT (Gap Analysis) TT&T 73T HISaTd (Cash Balance) ¥ SATSl STRhTHT faw Ao+
(Non-interest Bearing Account) @TATehT o8 FHTET T qTg & |

[ TSR SEHAS Faredd qoar FAE0 T Fowd [qaed ®LAYR aHIsTHb
foramor Jfaes (I, O, ¥ T A9R HAT) FTHT AR T TAAE THT TR
QU feAfoT o Sepepr Eafead quivaeror faamrar Te1 79 99 |

(3) =SS SATEHST ATHA T @799 0T A=A (Time Interval) T a6 T&T 1T,
o E9T BIA. YR SATSTeR qEeed] g SFiHT aifeer aHiTH T 9 |

(¥) fAf=ra Rt @fg (Fixed Maturity Period) THUSHT FFIMT q9T IMTAATs d@Td SHITH
AT T IS, -

(@) A= qehl did THIR g e

Q) omEtd® FIHT ATSEY FHTANE g9 T JaTe TRUH Hal (Floating rate loan
with interest adjusted periodically) KIE] Kl qafaHT TSR FHASA Tl'ﬁ@, qrer
THY ARIATTT FHET T I |
() FHT AR AT qREAAHAT GHTANT g (ST ol faeehl STaTaR) T
JaTE TRUHT AT BoATeATs FeISTval HH AATTDR! THT AvRTATT qHTET
T 9, |
@) M= Rl satg A9UeH afdee
TSIETHT AUH TRATTHR HRI FATIT g = qhl ald THIH Tcaes
(Interest Sensitive, Floating Rate Liabilities) @Ts HIA S AATIHT TSGR FHTATSIA
e, TTEr THT ARTATTT AT T TS |
(®) q=Y (Gap) ATIH @1 FHISH T T -
(@) fafa= 9T T=RIEHE BA AR ®d M UeUR Al GHA AR qEId
JAT IATART A= (Gap) [MART THIAS | I AR (Gap) dFTCHSE (Positive) AT
HUTcHS (Negative) gér g JHS, |
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(@) e SEH A T GASEEl WA gde gHd ARREdl disad A
(Cumulative Gap) THa fHaRur THu=s | afsaq avR MaRo @ 59 I97
ATAR] Aioad qy IR TH9q &7 A1 FHT A=adl qA=<X (Gap) Aled &r
q3T TR THT AATART A=AATs THA SIS & I93, |

() ATSIEIAT &9 Fa FeTiad aadaare ATH (Estimate) I | AT JATSIAH]
AT FTHITAT § FTLTAA AR qRAdTATE T7 S HARATS 8 (b |

(&) aRkadd g1 AHTT TRUR AT IT@UE () FTHIH Jad qHT  STATART

FHATATTHT FAANTT g1 T [aRO T | A7 GASE (Ao sarsa<d r gq
FHTANST SATSIEY aRacd (Interest Rate Change - IRC) @Ts J@Tdehl SATAe TOH I

~C

EEESE
JHY F=aTAdT TeehT fa /3%y fom

q

STET = 9 a9 TSR aREdT WUAT, 40 fadH THT AR gal

Interest Rate Change (IRC) = R0/3%¥X0.09 = 0.00%Y{
@) Wﬂwwﬂwwmwwwwwaﬁfw
THT ATeAd] Fioad daird (Cumulative Gap) qT% IUGUS (°) FHIH fAamRor
TRUHT TSI O T (IR T 963 |

(%)  ® WAT ATk FAT (New Product) FI HTARUT TARX T&T SATHGIH IJARTSAHT HRIT
Wmmmmwﬁmﬁwﬁmlww
Eﬁ%‘ﬂ?r LEU £ RS S Pricing ¥ Repricing < TId giaeratcaes  faeeeor (Competitive
Analysw)W?ﬂ%HﬂTWWWﬁﬂWTﬁgﬁﬁmgl

R, faaeir fafvwa Shfew ==amaw ™ v o<

Q) ol fafa9a a2ar g7 SaReEeade So SeHdTs Saedrae T9 g Ifea i
Jar FrEfaly gUe | [AHEIEE IAR=eEee ¥Rl AT TAH YS(HT OHEe
TR SRGHET THrgd FET qATgd T |

() faaelt fafrma avar sme gwwiad aadaare d@arel faxiir @ 99 9 SERdrs
FRTHA T ILeTl Fod a9 BLA. Y3 THITSTHER! [qaR07 /ITEEd FIAT AeAT fader ©
fedforT a9 Sepebl TFafedd QU fI9WTHT T3T3T I, |

%) Here facelt fafrwa s2Ar e aitadaeare Soa= gAEa SifaHdrs I T a9
SeFel ST TRl @ EAT At qar faxirr faavoresdr gren qweedt fAde @ fdem
7. %) AT I U FHITHST TIEl T2aqE FIY FIH TET TS, |

(¥) T ATRTA TIT STHHTAT qRTAT Aatderl e faael fafaaaars qemma w9wr
FTHO T T AATTFT G AALAT (Net Position) FETIT I |
TAFT TG GIITAH TN “TAFTAT FTE T FlGAT T =l FH Tk
FAHT T |

W) Fearer fazeft fafqworer 39 gg sE=er admr wated I 30 yiqeraas gq W
GHT HIH TRTH G | GE AGIT I<h AHTART el g9 TCHAT H¥1 W &l
FATATATS ATHTAT ATIT TATH T T | e 9fq Fedqrel g saearars A=
AT 9T S b TA, 04 THINTH FRATET 898 | & FaT 0T TaT aieaed
EE Hal fera arfaa (Foreign Currency Deposit Liablility) TIT afim faelr fafawa
@iva /fashl TAT AT Derivatives 85T IHH FHAATS FHIATST T 943, |
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q0.

(%)  HHITA ATAATAIAT T ATETehl BRIGREATE oIl g qo faaell [ Ha qeaedr siiaHeb!
AT TGS TS APl HeATST UaH AFEATIH T qeaivad €T Ged g s, |

AT MGH LTI T Gl Fa<dl

iy Jeot@ TRU ATeeherT AT WIGH SIEA Reputation Risk, TUHIie WE@H (Strategic Risk), Tt
TR/ ATA BRI PRATHEATTAT [aiiar Ol gwa=dl SifgH  (AML/CFT Risk), Legal Risk,
EIGIEE A JIATF TIT HGH TR SgH (Environment, Social and Climate change Risk) ST&dT
SfgaeTdl THT A= T T8 | AT TEAT G (hiqTepl SaHeeeh HaeATaT T qare]
ifa, sty o T 9 s, |

9. G FAXAIT TIHT AFGYH

Tq Sk “B” IR AT dhgdhl FIGH FTEATATS Fael aqrg AR TRTH FAEH
MY qEIRAT ARG (Risk Management Guidelines) <T] TRUHT Ih ANGIFATS oA
ATRHT FAHT [ T |

9. TATH JRAETO TR AEELA

®

TG e TATTATAI b qdT [acid G TWhel dIhUehl gare Te0 AEE (Stress
Testing Guidelines FHITH TFAAT TTAT TAM@ GRIAT (L ditdy) T AFET HATEIA
TH/TRIST 9°@ | A1 ANELE FHNAH FATd GO0 T GoHdT [F aHITTHS! 99 SqawdT

TRUE -
(&) FEEIT I AU [ (awored ATIRAT 91e a1 T ATl TITTehl q{eumH
IR AT AT T Io FALATITHT FARA THIAS, |

(@) AT TAT YRIEATRT ATRT a9 Sebel TAR IHT Spreadsheet TH Sehebl FEatedd A&
Fa9TRTeRT TR -TIeNTd WeTeT@rHT a¥e el o afeas, |

(M) @UE (@) FHITHE! Spreadsheet AT IfecAt@d FATH LGN F¥Iead qTATS TAH IROMH
g FaaE fader 3o feafys grafag quivaeor fauammer R-wraea geear Suee
RIS T3 |

ISl T a9
Q) FF STHATE TATT ST TRUHT IETTHT IS IR TR G -

TR [HeeTd, 008 H FEITH FRERAT Hied SGH FATHT T TRl TaedT
TULIEI . % /098 FHINTHH! Hed TIT &A1 q9=aTd fAfd 09s Fiide 5 TaaH
ST AU 7 fawa T Feafead g 9ivaTes |

() JUEET (9) THITH @RS TRTHT MG T GRTT THITH T THT HH FRATET T
fEer FHINTH 9T THT /1A |

N J. , . . N A - ==
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AT AL T

PR AT
& qar faxirr g framer favm
gafE A < /00
TG FFATE “F”, “@" T T AT FATTAATAIT FRATS JTeAT T I FEANT T GFIeeil
AT GETHAT Tl IS e U, 045 BT THT 9] o [GURT AR FANT T T@TTHT (a9 ST
TRUH 7 |
Q. FoEEHA AT T I SATeR0 GFET qael
Q)  SATAAYAITT GEITHT GoaATeAeh] ~ITdH WIERANT ATIROT BT T I
(F) AT TT debel ST TRl ATTRI THIA] FGLT AT T TG ATTAHI
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ThIRd [MaeTd, 099 & IASATAIT AT [FAIE0 T ARAEATH FHAT [TSTH
faeTes @R T P dIfas Tl Faedr S 7. 9/099 FHIHE fHaera qar
1 qe=q fAfq R0vs Fifdae o TAEER T qUH T fawaE T gwEted aEqe aRkaTes |
() JIEET (§) THITH @RS TRTHT 9T T IRTT THITH TT THT FMH FRAET T
e awifey 9 eRr wiiHEe |
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1.

T AT FEh AT Tl FqaeT

Tq Share “F’, “@” T UM’ qHT SATATAIG FEITR [T FTeebl AXTHIRT AR HT ATl
T Sk TA, 045 BT THT & o (qUHT AfIepR TANT TRT TeTTehT (M ST TRTHT 3 |
TN AT 9T Frafaty g WL AT AR T I

TIH REAUTS, AT L S HOTT JAT FOST ARATewhl G qAT fea=aear e v
THEAT AIfq qA7 FEE Foarad qrafaere @ied TR AT a6 T 998, |

IR FRAUYT T AT AT b HOTTAT AT T e

TATTATAIT  TRATATS RFIT TIETT ¥ ATl AT b FHOTTAAT T T bl avaed
ASTHT T |

GIiST HeATH VAR, Fea=ae qur o= R TFIEl Faedn

Q@

FAATIRUAT SR fashl T fadqras [ wa aoiAT e Aededl Aed FedThl a7
a7 fear=erAT U qUNRT S@1 AR AT AT T T qe7a | S qon fad s
® 9 FRfaHeT TaraeTe IS GeaTRl SERAT AAHTN ST T qre S |
fadros fafrea s gEfied wEaaddr Afea dearel X a1 feqserar @ W
AT AN W fHiqer 3 auiaT STh JAR q9T feer=er EIdhd THUS GUSHT M+l 9T
SRTERH THH Fioad HATH] @ T A FHGS HITH] STHAT T T98; | A&l BITHT
& THY Ieh YAR AT fgdemr GIhd AHTEEH FUANT T qIE S |

TR, JAfAd FAT THITTH TATRT & I FLATHT FATATTAIT FEITehT TRTS+ Freqerd ar
Al AT FE AT Ikl AATATHT ¥ HoAl A1 b5 [AHE, Nepal Clearing House Ltd.,
National Banking Institute T9IT qgf%rr{ farepTar SrehepT FARAT LT AT AT FHIATST BT
HTIAH T AT B B |

AT, TATABT SR JOTATR  ATIHBTRIUHT AT qagR JIR 9 Hgd AT
FRITAT QU T2 o o fairr IRATehT FI<h HIERT Jaigd Payment Switch T T
T BFIHTHT *I?('\‘QOI RTHIERT EFAT AHA T FHTATSTH BT FEH T 99 S |

F UF Med AT TR, fedser a1 & AHfed AT PG AT TET GrATHE
q—uﬁ?ﬁrﬂogﬁ%rsmmﬂaﬁnﬁ?a%rwmwww fea=ar a1 aHfes® AT BITHT
TEHT AT TTATHF G 30 GRAITHT AAGH T A T A @ | &, wisa
AR FAR AT fEa=odT TET TGN Al g ARl =[ehl Ioirebl 0 gfqeraasd ar
AT T b T | AT TETeT ATTATHAT AMbTehl FTATHRT Fal AT Tl ATAT TI<
& TN TUHT THH AT GSIbIT TUET T&T JATHE JSiaTe Targ Srey H1Iad )
AT fair g TURT HFIAAT RS A AMAIRT ST AT Al ATFT AT oD
qSiehl R0 YIATaa¥ 9 Alhas; | fadg @M Ul Aied FedTehl Fa% 91 fed==Hr
TR A AT THAATS TSI AT &[T JTATHEF GSiare Ters IS FFH T a1, |
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(¥) EOQ WH TF q9 AU TTH A HAAE TF ANAS qTGAT TAHE Goireer @ gferera
THEAFHH] A /A [l T qFa |

W, gt (fafa 0951090 FH) T TRHT NAX 09 FYR AT fasr 1 a9
AT ST BT A S |

(%) UL F. 90 @1 Far 7 X THIGH O T FAAT TOUEAT T AR AT qRE A
TR efaa fadT ST SERAT A T arEe S | gaete (R Ro0wsi0jq0 g5 )
TEN TR GO BT WY 095 T AIrrw" [oeht/ fafraer iaa s |

(%) A& HFAIR  F=ATad  HHIGH AT /I Geldb bl goards  AAAHT
HAET / TIEAEHT TIHT & IS A |
¥,  WEE® FHAT AR Fae
79 & Tl @ SSeaud T GATAE THINH AT qeTdd  FPIAre ST
T T S
Q) “=” T aefaa o g R Saen
(®)  FATSTAIAIT FLATA S@TAHT AN AT GhANTA AILIEeD] AATHAT Tel ATHl
AT FETIF HFAT (Subsidiary Company) T TIHT TSl Bg “H” a¥hl ogiad
farirar Fear @relr |1 Agiad g Fr A7 faqw avHT el YaTe T T FHSA |
1. AT FEAC ATET [ (a0 99T TR FETdE Bl (a3 [qeaRuEs i
THIET (Consolidated) TIHT 9T T IHg; | A1 GASATYS @l At T faxig faa=or
gufe Wy #1 gEfad a9 aeEEEr difeu gt s T T 9es | Ay,
FETAF FFIAIR] @l AId, o1 Gidig T91 F= A/ JUTAEs (Policies, Procedures
and Systems) F&T FFIARNT FTHSTLIAT HIAH g T a4l T 4198, |
. ATHT AT GETaF FFIATH! Joil TATCAT TFIET 0T GeTgg AT ¥ Thlpd
Consolidated) FTHT FHA TAR T 9w | Tehlhd (Consolidated) THHT ITUET R
IS FFEIfeId avel fadrg Hearers qipUaHITTHe! ATIeS TaH fAaerd oqed
7 & TS |
3 A q9T edd HEAl A gd FRER Yiaedicad a9k 9o (Arm's Length
Transaction) ®T ATITRT B U9 | H&T dIT FE¥F HFIAT A9 g1 BRIGHAT
URERTAT A TCT AT FFAES I g BRIEARA] [qad @Y | gar a&il
FRIGRATS g FHATT FrIeId T&7 a9 g PIIR (Related Party Transactions)
of1eF ST GeTS (Disclose) TS, |
¥, W FRAEAR UG Matgaeqd r i T 99 &G FEwesdr 91 #Reane
AT faEqd AHeERl 98\ T 048 | Iiqeqdichd gk Heddl FRIER T
AT I FREREN faeqa faawer MM @R JHfTd /T S g S U,
045 B THT 2% T 400 FHITH ARAN T T & |
Y. 9T/ HTATd TATAAT Tl FoaTeldehl TEvadl Jd Shdid el a9 =, ¥
THITSTHET IETIH LT FETah HFIAl LTAAT T JASTAd qT AR g7 |
() TAPTHI FATH FhT oI G IR |
(3 wiferear AigwTeRT faxirar faRomaT =7 Siehel cehebT ISTehTT ST IRT I |
(%) oAfereadl FIATHAT (BT HA ¥ IITAATRT TET TTTHT |
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(W) B =R A (AT HEAT (FETFe FFAAT) AT TRl FEIIh GIT A 9 bl
TAEAls  Ud Sl (Me  FHIGH g9 @ el F=add worAr
qieh 3 |

(&) “u” R fa<ia GEATHT IWHT GRATIF YA @M THEHGTE TAHE GoEe warg
TS g2 fagd © | WY, GeTdd FEEIH TIHT WM qF AGad BEER T 7
HUH! I6d FEAEEHT TRUH GIX Al IFAATS TTafqE  goiiene gergd o+
faerTe gragTeTs 91 ge fosd g |

R) A Sfepg THNY F T GETF FEAT TTIAT (T T

TAAATAIT T Fg T HHA] HAhd I oy drgane oAt fag o

U] TAtAd BT el 9T [ S SAawaiel qe=Ar W gove by qrwd

B T FRIAT K9 AT T@HE g T Ferdeh HHIAT (Subsidiary Company) HT @RI €T

ToATAT T G AFLITHR] JEIHHT 8T THNTHAD] AT ATLT B TRUH! T |

(@) HHUE Sfpg FTHEEN B T G GerE FEAE AT QT i @ w@d gy
HUHA I<h Fedd HEAM TRUH FA A IhHATS {S(b ITOAET T&T JTafHeE
qSfiaTe Targ ISRy HTAH T 91, |

(@) HEUE dihy GEFET B T e BT TAIAT TASTAR] AT SSSTTTAIT FEdTel
Gfed HEATETH YU JAT [So=oRH] TN AT AT g ARATHT <AHT ISiTeh!
HlgepaH Q0 UfaeTde FHAT P TaTH TRUH 3 |

([ FEIF HFEAH AIHE, e, quEikasr ¥ q Haedes A9 gadd ded ad
el A (e T (=@ o aedl I Rd 88 | 99 FadrEle I<h e

FFATHT I TG clehehl ThaTE ATAIHAT ATAR (&0 / FARAE0 T aTeT q{IhT
AT ST |

(9)  ZATTAIAYT G T A= faaeor Te7 T FeTded FHIeh! [aard [garues aud
THIETETHT U9 T 48, | A JASAre @ A T faa fqawo gor e 7.y |
qIRT FHITTH TeT T TS |

(F) TOTSIAUT YT AT GEAF FFA AH g BRERAT [Gd @ ga gar &l
PRIARATE 4 FHIATA FrIfad Te7 9= g4 IIE (Related Party Transactions) 879
A=A Ii@ (Disclose) IS, | T PREAR TUH( AATATETHT Jehferd T a9
foir fareRordT |1 FREARER FEqd IHERN 98\ T 97e, | Tiaeqdichs gk Hedd T
FRER AT T/3AT AT FREAR IR faeqd @@ M ar geira T 91«
T S TA, 045 H THT &% ¥ 00 FHIH FAGF AT T TS g7 T |

(&) eI FEAATS SETAHT P T T G
() fadmaa ToTell TR 99Ty,

(3T) TR ST TR AT ATHT I HFIAI ST el [araaTehl HRIe |

(@ WETE FEAS AT G FhAd T GASAA i e (SR T e i
WEHAMIAEEHT H&T  FFIAT (Parent Company) o @Ml IH AYMGA T AT FRETTTAR

~

Rrdrr w1 gate 9 GHT 9S8 |
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() TATAATTIT FEATS GoaTATHT bl Wve SA{ehg TFavdl F1d T Fel HFIATH JATHT
AT/ @RE TR WE HFAT 1S GHIdHT TBTAH a8 MR Fi-

(Q) TSATATHT TEhl A Sifchg TVl BT T el FHEIHTRT JATHT AT/ @RE Y
TETAF FFIAT TG TG ciebebl WIHT o T |

() T Aepepl TTHITRT AT e fEaT SeTaedt T THT T9T T I |
(%) TWETAF FFAAT F /TATGH TFI=THT HUHT o GLATHT 01,
(3T) B THHETITT (TH 3T F) 9T AT GHFRETII,
(3) YA EToEk bl T A= TR JAT SMfacaehl afgealr a4rd faazoret
(3) AT TohH [HEROT Rl AT qar |7 qeae=ay fqoreresr yiatedy, ¥
(3) UfSeal A THR! AGTIRIEAT T ATAAT, ATRI-ATT fgara, 79e gare
fearr avraae fa<i faawor |
CRIE Gk e e R L 22 T s 2 2 2 L L e e L KL
geIfdd T gl UA, (999 T S gaedr q9n fa=H e Jiaird sgaarel AT«
AT FEI= H1A T FRAAT L9 ITqT @IHeE g9 T FeTdeh FFIAT (Subsidiary
Company) AT &TFI T FoaTAd T ol HAEATH] TEIIHT T@Td FHITTHRT AT
T FTIH TR T |

(@) fadreT cEErd gveedt # T g e FEETHT Al e faig @y
T T qSiare Harg GSieh[™ HIaH T a7 |

@) fad FEEEt gveel B T Hedd HEAT AT JATSTAET AT qrirsy
USirebl AfTHaAH Q0 UfdeTcerl HTHTAT G JaTd TRUH & |

(M) FeTg® HFIATR! (HoHa, e, quiEas ¥ 0 FawEes 99« (g e
TT TR Afq e q9r fauHE Sasdar d9eY g4 | g9 a9
ETTF FFIAMT AT A el THATS ATAYTRAT AR [ALTeT0T/ Fafeaeqor T
ATAT GART /I S |

(&) ATorsy Sfeet T fadira faaRer Ter waT "erd wEew faxia faavues a6Ha
THIEHATTHT YT T T, | AT JATSIATS o Aq ¥ fadr faerer gt fHeere =,
¥ AT APUAATTH T T T |

(3 AT S T FEE FEAI A g BREARAT faxig w@d gq ' ol
FRIANATE 39 FHA qeatedd 9&7 dr= g9 HIE (Related Party Transactions)
ofiNF o= Td Ieoi@  (Disclose) *I'iq-ti(ez | T FRER AUAg  (Hafad@aHr
JHERTT T 99 faair [aeRoar & FRERaR g8 qd AMenl 98" 19 99, |
gfqeTegTcHe® IR HedHT FRIER A 3/aT T FRER a) faeqd faawo
FARATER ThIRTA AT W7l AT ofeh UH, R04S *l §hT %% T 400 Y
TAGF TR T AT & TS, |

(%)  WETId HFIAM AT ST Tl a1 ATHT HET Al S TRebl frdraaTesl

PRIGR T Gl & |
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(@) TETAF FHAT fairg Gt eperd T GATSTAA qMcd Wed [ApIer T F dfe
TREATITEEHT &I FHFAT (Parent Company) & TN 9 qITIA T AT FRETTTT R
frdraT il yaTe T GHT 9IS B |

() faares eraarlt g #1d TH GeTdE FEE MardT Sa9rd agd a2 w1
T 9 S |

(¥) L L 1 W B e
e qor faeia gwar ey U9, 3093 HT TR ¥ HT JUSHT (9) *I @I (F) F
JATSATRT AT SETHHT TThT FALATHAT T TF ShaATe FATATTAYT e Tam faeirr
AT WETAF FFIAT AR AHEE AT B oA T G G |
AEE
Q) TTSTHAT TG FFAT=IT BIAFT AT FETAH HFIAT @ST T{I T T
FFIAT GET IT&T g TTHT AT T bl Al ATIARPT AMTGH T IS

T |

[ FREAR F=ATad AUHT 91 a9 qRT AUHI & 97 |

qfgeddl AT qUSRG VIR HATRT TTXPIEHT AT Afsaed ATRTHIHT TEhT g
TET |

(¥) ¥ead gaTcHE g1 I |
(X) FSATAF AT FTAFRT THE T Sehebl FRATEHT TILhT T XA FRATEHT LT
AU 1 Fehal FUH 3 T bl g 97 |
¥, QIR qur fedser yamsfaq R Saen

Q) “%” AR TATTATAITG GRATATS TS AEATHT FAX q47 feasar geamafd 79 &+ &
TSR G | AH, G T T’ THT FATATIANTG FLATA F Teh ST GRATHT FIX
aar fedser geardfa et AT wratae Ieirer R0 gfdetaee T qd Ffed eATRr gwAr
AT GTafHe ISl 9T FTqeraas s AT Jeardfa T qa T G fHarer e g |

X, ‘@ T A’ AR FATTAIAYTT AT TG Shale FATTaIAITT GEITehl IIT 4l
fedm=rR geamaiq T AUAT ATHT TITHE ISl QU ATHIER AT Jardfd T ao
T AfET g S |
) CRIREREELS TEATT JUSET (1) THITH FATIT Teh FoR {1 faawor /a9 smher @i
W@%WW“W?WW Rl fafqer e autia fashr faawor T8
WWIWWWWWWWWWH@WWW
YSIepIY ITUET &7 YTATAE JSiee gars {Siey HaH TR 3 |

% SR QARECb Gl Saaet

TATSTATAITG FEAT AIATHFETHT TR AR [ARTAATRT T Faedl T I, | Ia
ARTEAIRT & SATAAIAITG FEATHT ATARE  A@IAIAFATE (qFA T A 91 IJq
fraer aHIfSH AT TRUHT SFERT THINIG TRIE Adaitie Haig FAC AUH § HigATHT

TR ATLATIAATE HMhd TRTs T TG, |

8, W qAT feI=eRaEl TS
TIATTATAITT FEITHT JIX qAT fea=ay FREARATS M« ®1.H. 5.9, 5.3 T 5.3 FHIWH
JU® HFIATRl A AT GedTs 2.1, e & ¥ /09 AT 9UR A=A FTHITH
AT T I8, |
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g,  TYANH AT Ao qWr give /At aweeaar

SATSTATAYT AT ATHT TATSTAR] ATAT ATILTF GHT gk A9l g @iRg T qrg
T | ATHT TATSTART (AT ST, 9w a7 g9 a9ges qeHT SETdel 9desdhl a1 E1 aig
1 | T g |

(<P)

(ST)

oo / faxiTT AT FRATIAT TTRThT THIOT GF G=oATeld @ (Pre operating expenses) Faer@
AZTHH EAIS, |

Ja I / FOATE AT Sooi@ U THITTHST 9% FEaATaROHT STl T Fhaisehl aigdl
IR FAT TEI TR TAIAS, |

forra R FuRfE MY g8 FATHRTAT I=ATd" SUH T Aisad AT aRehl g s |
W%\ﬁ_l_?r \\%:'%Q-F{ \ﬁ :$\ c \\QQ\( |

SATAATAIT FEATS FTATHes qoirepl U UfeTeTcrerl ATHINTT T ST, a9 a7 39 @ika &
Hae AT TS,

g (%) Mg (7) T Ifeafgd sEwar W A SW, WEq a1 o @ieg ar A T
AT ST TeFH ITITHE GOl IUET & TarsT I, |

GUE (3) BT ATHT q=2T FEl @ T SR, Fa9 a7 §9 GRS a7 A+ (007 THT Ih AT
AT FET THH GTatHe ISy AT TET Ters I |

S, o AT §9 @E T a1 Fae (HH{ GE SUhT (Afdere 3 auasd AT TanTET
THATTAT AT SRTARPT THH JTATHEF ST 0T T&T TS TS, |

(¥F) ST, 99 AT g9 T JATSTHT FAT3 GUAT [ T o |
R. Al Fl 99 HaE

QD

TATTATAITT T TG TRATE TATAAIAIT “&F”, “@” T “T” FHT 7T FEATETFIRT
ST TR YA GRS AT BTG ISl ITFUEE AT YAV AU FeTad AT
T (Subordinated Term Debt) AT @I T ST B

AT FFAT MR Io@ TRURT Grafiaes ISl 9T [T Ioord THHAT dedh S
Al TAHATIH FAH Teh! TTAHE Iidrs JHSe |

TATTATAIT “eF” FFTehT T LA TR “@” ahl e qgT faxiig Feamesd Ar- AT
qoaTdh QAT dibehl HATIGUSTAT &l Forward, Options, Swap, Futures ST&dT faid=T
STeAfav = Derivatives) STHIT TFI=T FRIARES T TaT S |

v faeell ¥ gwEfegd SRfevd FREaResHl ghAT faael fafraa gweedr y=fad
FAT TAT TG Aol fagelt fafawg soaramaw faammare smy avoaeesr wdeET @
AT, |

q0. RS ¥ TATH

Q@

I Fepelle FFATT TRT TRUHT TETAHT (MRS Groel TRTH G -

THIHT (A, 009 FT AT TAT TeTTeh FFIAT TFedl Fawdl 3 91.Hee 7. 5 /099
FHITTHST e qon a1 gesna fHia 2095 Fifae 5 TAGEH S0 WUH T8 fomeraT
THEd TH0 IRIAEE |

IUET (q) THITH GRSl TRUH L™ a1 gkaT J@ifad® 9 TWeEr &0 FRAw! T4
Fﬂ?&ﬂaﬁfﬂﬂmﬁaﬁrmﬁﬂﬁ|
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PR P

oF qur o g trawme fasm
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TATg (qaxur el STaen

FITHT AT, Higeh Ta Sfebg AR HeaTsd JAT faeefoor THr I1e oo aTar  GeTe
QI T FEHAT SAfhg TAT faxirar TeaTseT Fecdqul AfHe Y& ga1 qad g ¥ AAMIRE TATS
foramor 7 ST ToT AN GEERIET AT AT Ak U, 04T BT W1 9R o [qUl AR wART W

IR ST SRl TRUEr 3 |

Q. ATIE-Y T R AT Iedragd [aREE WET ATGETHT AMRUHT Fqataias iU grarar a9 Sehepl
frdifés diderr sudre T 99, |

. YR BRIEARH (qa0 FREAR GO~ @ T 3fd qeadm [avur orhl drifede qear—
9:00 FSTEHH T Sepepl RUIfdg TEad T el T I8 |

3. wrafgd qURAET fa9RTa AR el GUSHT QYWRIh qTs [9avurel Hard Copy SFal=d
Al AEegT T T58 I |

¥, TG TFAT TAF TSI TATTAHT AT TehoTvl G TRMIHET ATl AT AW, BT TH&R T 50
ST a9 SebehT  Rifde didadn wmatase TS | TS e qsreer iUkl aettaerere
A, ®F F. T THA ST THA Ioei@ T I |

Y. TOSAOAT ETEed a9 (e e TITST U9 qETs dliUdl AHATTT TISTCHT AT
ARFR TAT TAT TSTTHT ofep AT faeiid GEAT =47 U, R0\93 %[ THT 00 FTHITH HRATE!
gig |

& IY FPAE TGATAN S qar faefir deumessr I SHA1 I I TEF a9 AABREE
QUiRAHT AT qumedr (Supervisory Information System-SIS) 4T dify FwifsTweT fades
aar Tees (ad hoc) =i ¥ faaxures faffa gwamataie a9 S qwer qoreq s |

v, GRS T qEATS:

Q) T ShaTE AQATT KT TRUHT Thlehd [ 098 vaidel .91, (M9 7. %/090
JaT |1 geera fAfG 3005 Ffde o TAGEH SR AUH IH [qUIET FHEEd TR
IRTAEE Gt RT3 |

(x) SUFET Q) THITH @RS TRUHT L qoar akas SHIfeT® U TH FTH FRATET T
fEeT FTHEITH 9T T AT |
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G YAR AR a7 GRg/fhl a1 & gvar=iRor 3=l sgqae

TG e “F’, @ T A’ AR GANAIAING FATHT FATIH AT GATIF THEhl JaT Fl
Ak AT FRATATS ATHAT a1 @ik /feT a7 g ExdqT=a=or T GFI=I AT Tl ST o U, 045 T THT
&, o fauehr AT TART TR ZeTehT ST Sy TR 3 |

1. HEYF T HAIF GHEH YA [AUHT Alchesdl Hog AUAT a1 T=iad H FHIGMH qTRard
STeveT HUHT Jafead HAH! R TS Meevdh! ghalr a1 (Moieed SogIUsl Afche! ATHAT
AT TR AT 0 9o [GATT T SeheATs SHebrel a7 99 |

R I qAT AT FHEH! AU ATHAN a1 forahl TFIwerAT

geled HAAH] AAAHT BT F¥Ih 9T G219k qHehl IR faq =afes a1 g rn
STHEHT W YU B FHIH R qqTs ATHEART a7 &l 19 qo & -

(P)

TATSAATAITT  FRATT ATHT FRIAIT X @fea/fashl a1 Jmamy a9 a9 e
el g o | EEaeT qmT geerad qiafaer fawiie afed a9 SEET e
T, |

GUE (F) AT AP AGLT qUAT U IGRAIF GIIF GTAT JAR @ieg/fahT wwwr
I FIAAHT R T8 @G/ ookl T A1 1 Aerr 9y fam T a9 Swarg o g
| R, T GSiebl g5 () TAeTau=T d¢l g W¥a19% Y% @Re 9 =ATeAl dedrad
WWW@&E/WWmWWWWW T Aehepl TR
feros |

g 95 a1 YA A FHIGMH qIREARE HTavel 95 86 g&dRu U dTed A
HEARATHT FEATThT AT THEH FEITTHTE A JoR AHAT AT [T T T |

gug (1) FHIGH F¥ATTF THEAT YA AHART a1 [ohl g9 9 da=dr AOAT 77 0

omrhW«w|ﬂ|swﬁwmzﬁrmﬁwﬁwmrﬁmﬁﬁﬁrwaﬁﬁa|m

TEAIF JHEF! JIX AHAR a1 GG T o afch a7 J=ar S THedT 5 FHTEe0

g5 |

TETART AT TUHT F U Afh AT FEATATS FLATTRS ATHT TATTHCADT G ATHATT

ECEAIE I i L

Q) F AT Trwebl HIATATHT T AT AT Feal AUH (Afqel HRIHAT A a9
\\)

() I IATSAATAITC FEITHI AT AT AT AGTAETRHT I I8,

(3)  FHEId ISATSTATAITC FEITHT HTAAT a1 AT eATehR TIHT JeTe HUHI,
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(¥) TR SOATSTATAIT WA el fehfawepr Saept g fedeR TeehT,
(%) ATAd HIAT THITH L FThT VDI AT TATAT FETAT @l TFR AT AT,
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1. INTRODUCTION

1.1 BACKGROUND:

Prior to 1988, there was no uniform international regulatory standard for setting bank capital
requirements. In 1988, the Basel Committee on Banking Supervision (BCBS)! developed the Capital
Accord, which is known as Basel I, to align the capital adequacy requirements applicable especially to
banks in G-10 countries. Basel | introduced two key concepts. First, it defined what banks could hold as
capital, as well as designating capital as Tier 1 or Tier 2 according to its loss-absorbing or creditor-
protecting characteristics. The second key concept introduced in Basel | was that capital should be held
by banks in relation to the risks that they face. The major risks faced by banks relate to the assets held on
balance sheet. Thus, Basel I calculated banks’ minimum capital requirements as a percentage of assets,
which are adjusted in accordance with their riskiness and assigning risk weights to assets. Higher weights
are assigned to riskier assets such as corporate loans, and lower weights are assigned to less risky assets,
such as exposures to government.

The BCBS released the "International Convergence of Capital Measurements and Capital Standards:
Revised Framework", popularly known as Basel 1l, on June 26, 2004. This framework was updated in
November 2005 and a comprehensive version of the framework was issued in June 2006. Basel Il builds
significantly on Basel | by increasing the sensitivity of capital to key bank risks. In addition, Basel 1l
recognizes that banks can face a multitude of risks, ranging from the traditional risks associated with
financial intermediation to the day-to-day risks of operating a business as well as the risks associated with
the ups and downs of the local and international economies. As a result, the framework more explicitly
associates capital requirements with the particular categories of major risks that banks face.

The Basel Il capital framework also recognizes that large, usually internationally active banks have
already put in place sophisticated approaches to risk measurement and management based on statistical
inference rather than judgment alone. Thus, the framework allows banks, under certain conditions, to use
their own ‘internal’ models and techniques to measure the key risks that they face, the probability of loss,
and the capital required to meet those losses. In developing the new framework, the Basel Committee
incorporated many elements that help to promote a sound and efficient financial system over and above
the setting of minimum capital requirements. Keeping this in mind, the Basel Il framework incorporates
three complementary ‘pillars’ that draw on the range of approaches to help ensure that banks are
adequately capitalized in commensurate with their risk profile.

The Basel Committee on Banking Supervision (BCBS) released a comprehensive reform package entitled
“Basel III: A global regulatory framework for more resilient banks and banking systems” (known as
Basel 11l capital regulations) in December 2010. Basel Il reforms are the response of the Basel
Committee on Banking Supervision (BCBS) to improve the banking sector’s ability to absorb shocks
arising from financial and economic stress, whatever the source, thus reducing the risk of spill over from
the financial sector to the real economy. Basel 111 reforms strengthen the bank-level i.e. micro prudential
regulation, with the intention to raise the resilience of individual banking institutions in periods of stress.

! The Basel Committee on Banking Supervision is a committee of banking supervisory authorities that was established by the
central bank governors of the Group of Ten countries in 1975. It consists of senior representatives of bank supervisory
authorities and central banks from Belgium, Canada, France, Germany, Italy, Japan, Luxembourg, the Netherlands, Spain,
Sweden, Switzerland, the United Kingdom, and the United States. It usually meets at the Bank for International Settlements in
Basel, Switzerland where its permanent Secretariat is located.
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Besides, the reforms have a macro prudential focus also, addressing system wide risks, which can build
up across the banking sector, as well as the procyclical amplification of these risks over time. These new
global regulatory and supervisory standards mainly seek to raise the quality and level of capital (Pillar 1)
to ensure that banks are better able to absorb losses on both a going concern and a gone concern basis,
increase the risk coverage of the capital framework, introduce leverage ratio to serve as a backstop to the
risk-based capital measure, raise the standards for the supervisory review process (Pillar 2) and public
disclosures (Pillar 3) etc. The macro prudential aspects of Basel 111 are largely enshrined in the capital
buffers. Both the buffers i.e. the capital conservation buffer and the countercyclical buffer are intended to
protect the banking sector from periods of excess credit growth.

The Basel Committee on Banking Supervision's (BCBS) recommendations on capital accord are
important guiding frameworks for the regulatory capital requirement to the banking industry all over the
world and Nepal is no exception. Realizing the significance of capital for ensuring the safety and
soundness of the banks and the banking system, at large, Nepal Rastra Bank (NRB) has developed and
enforced capital adequacy requirement based on international practices with an appropriate level of
customization based on domestic state of market developments.

With a view of adopting the international best practices, NRB has already issued the Basel IlI
implementation action plan and expressed its intention to adopt the Basel 11l framework, albeit in a
simplified form. In line with the international development and thorough discussion with the stakeholders,
evaluation and assessment of impact studies at various phases, this framework has been drafted. This
framework provides the guidelines for the implementation of Basel 11l framework in Nepal. The Basel 111
capital regulations continue to be based on three-mutually reinforcing Pillars, viz. minimum capital
requirements, supervisory review of capital adequacy, and market discipline of the Basel Il capital
adequacy framework.

1.2 OBJECTIVE:

The main objective of this framework is to develop safe and sound financial system by way of
sufficient amount of qualitative capital and risk management practices. This framework is intended
to ensure that each bank maintain a level of capital which,

0] is adequate to protect its depositors and creditors.
(i) is commensurate with the risk associated activities and profile of the banks.
(iii)  promotes public confidence in the banking system.

1.3 PRE-REQUISITES:

The effective implementation of this framework is dependent on various factors. Some such pre-
requisites are:

0] Implementation of Basel Core Principles for effective Banking Supervision
(i) Adoption of the sound practices for the management of Operational Risk
(iii) Formulation and adoption of comprehensive risk management policy
(iv) Adherence to high degree of corporate governance

14 RESPONSIBILITY:

The board of directors of each bank shall be responsible for establishing and maintaining, at all
times, an adequate level of capital. The capital standards herein are the minimum that is acceptable
for banks that are fundamentally sound, well managed, and have no material financial or
operational weaknesses. Thus, banks are generally expected to operate above the limits prescribed
by this framework.
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1.5 SCOPE OF APPLICATION:

This framework shall be applicable to all "A" Class financial institutions? licensed to conduct
banking business in Nepal under the Bank and Financial Institution Act, 2073.

This capital adequacy framework shall be applicable uniformly to all "A" class financial institutions
on a stand-alone basis and as well as on a consolidated basis, where the bank is member of a
consolidated banking group. For the purpose of capital adequacy, the consolidated bank means a
group of financial entities, parent or holding company of which a bank is a subsidiary. All banking
and other relevant financial activities (both regulated and unregulated) conducted within a group
including a bank shall be captured through consolidation. Thus, majority owned or controlled
financial entities should be fully consolidated. If any majority owned subsidiary institutions are not
consolidated for capital purposes, all equity and other regulatory capital investments in those
entities attributable to the group will be deducted except otherwise prescribed and the assets and
liabilities, as well as third party capital investments in the subsidiary will be removed from the
bank"s balance sheet for capital adequacy purposes.

1.6 APPROACHES TO IMPLEMENTATION:

"International Convergence for Capital Measurements and Capital Standards: Revised Framework"
alias Basel Il under Pillar 1, provides three distinct approaches for computing capital requirements
for credit risk and three other approaches for computing capital requirements for operational risk.
These approaches for credit and operational risk are based on increasing risk sensitivity and allow
banks to select an approach that is most appropriate to the stage of development of banks’
operations.

The product and services offered by the Nepalese Banks are still largely conventional, in
comparison with other economies. This coupled with the various inherent limitations of our system
like the limitation of credit rating practices makes the advanced approaches like Internal Ratings
Based Approach or even Standardized Approach impractical and unfeasible. Thus, at this juncture,
this framework prescribes Simplified Standardized Approach (SSA) to measure credit risk while
Basic Indicator Approach and an indigenous Net Open Position Approach for measurement of
Operational Risk and Market Risk respectively.

1.7 IMPLEMENTATION OF ADVANCED APPROACHES:

This framework prescribes the simplest of the available approaches at the initial phase with a vision
to move onto more complex and risk sensitive approaches as the market gradually gains maturity.
Banks willing to adopt advanced approaches, even for internal purposes, should obtain prior written
approval from Nepal Rastra Bank on providing evidence that they have the resources and the
capability to adopt the proposed approaches.

A bank will not be allowed to choose to revert to a simpler approach once it has been approved for
a more advanced approach without supervisory approval. However, if a supervisor determines that
a bank using a more advanced approach no longer meets the qualifying criteria for an advanced
approach, it may allow the bank to revert to a simpler approach for some or all of its operations,
until it meets the conditions specified by the supervisor for returning to a more advanced approach.

1.8 TRANSITIONAL ARRANGEMENTS

In order to ensure smooth migration to Basel Il without aggravating any near-term stress,
appropriate transitional arrangements have been made. The phase-in arrangements are indicated in
the following Table:

2«A” class financial institutions refers to “Commercial Banks”
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1.9

2.1

Transition Period

(Mid July)

2023

2024

2025

Leverage Ratio

4.00%

4.00%

Migration to Pillar 1

Liquidity coverage
ratio

Introduce minimum
standard

Offsite Monitoring

Migration to Pillar 1

Net stable funding
ratio

Introduce minimum
standand

Offsite Monitoring

Migration to Pillar 1

SIFI &
Measures

DSIB

NRB shall issue the regulation.

EFFECTIVE DATE:

All banks within the scope of this framework should adopt the prescribed approaches.

REQUIREMENTS FOR CAPITAL FUNDS

DEFINITION OF CAPITAL:
The qualifying regulatory capital shall consist of the sum of the following components:
a. Tier 1 Capital (Core Capital)
A. Common Equity Tier 1 (CET1)
B. Additional Tier 1 (AT1)
b.Tier 2 Capital (Supplementary Capital)

The detailed description of the components of regulatory capital and their elements are as follows:
Tier 1 Capital (Core Capital)

The key element of capital on which the main emphasis should be placed is Tier 1 (core)
capital, which is comprised of equity capital and disclosed reserves. This key element of capital
is the basis on which most market judgments of capital adequacy are made; and it has a crucial
bearing on profit margins and a bank's ability to compete.

The BCBS has therefore concluded that capital, for supervisory purposes, should be defined in
two tiers in a way, which will have the effect of requiring at least 50% of a bank's capital base
to consist of a core element comprised of equity capital and published reserves from post-tax
retained earnings.

In order to rank as Tier 1, capital must be fully paid up, have no fixed servicing or dividend
costs attached to it and be freely available to absorb losses ahead of general creditors. Capital
also needs to have a very high degree of permanence if it is to be treated as Tier 1.

Tier 1 Capital shall consist of Common Equity Tier 1 Capital and Additional Tier 1 Capital and
the sum of these two capital shall be total Tier 1 Capital.

. Common Equity Tier 1 Capital

Common Equity is recognized as the highest quality component of capital and is the primary
form of funding which ensures that a bank remains solvent. Common Equity Tier 1 Capital
consists of the sum of the following elements:

(i) Common shares issued by the bank that meet the criteria for classification as common shares
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for regulatory purposes;

(i)  Stock surplus (share premium) resulting from the issue of instruments included in
Common Equity Tier 1;

(iii) Statutory General Reserve;
(iv) Retained Earnings available for distribution to shareholders;

(v) Un-audited current year cumulative profit, after all provisions including staff bonus and
taxes as well as regulatory adjustments. Where such provisions and regulatory
adjustments are not made, this amount shall not qualify as Common Equity Tier 1 capital,

(vi) Capital Redemption Reserves created in lieu of redeemable instruments

(vii) Capital Adjustment reserves created in respect of increasing the capital base of the bank
(viii) Dividend Equalization Reserves;

(ix) Other free reserves if any

(x) Bargain purchase gain arises on merger and acquisitions. However, prior approval of
NRB is required for it to include in Common Equity Tier 1 Capital,

(xi) Any other type of instruments notified by NRB from time to time for inclusion in
Common Equity Tier 1 capital; and

(xii) Less: Regulatory adjustments / deductions applied in the calculation of Common Equity
Tier 1 capital.

Criteria for common shares issued by the bank for inclusion in Common Equity:

Common shares must meet the following criteria to be included in Common Equity Tier 1
Capital:

1. All common shares should be voting shares.
2. Represent the most subordinate claim in liquidation of the bank.

3.  Be entitled to a claim on the residual assets which is proportional to its share of paid up
capital, after all senior claims have been repaid in liquidation (i.e. has an unlimited and
variable claim, not a fixed or capped claim).

4. Principal is perpetual and never repaid outside of liquidation (except discretionary
repurchases / buy backs or other means of effectively reducing capital in a discretionary
manner with the prior approval of NRB which is allowable under relevant law as well as
guidelines, if any, issued by NRB in the matter).

5. The bank does nothing to create an expectation at issuance that the instrument will be
bought back, redeemed or cancelled nor do the statutory or contractual terms provide any
feature which might give rise to such an expectation.

6.  Distributions are paid out of distributable items. The level of distributions is not in any
way tied or linked to the amount paid up at issuance and is not subject to a contractual
cap (except to the extent that a bank is unable to pay distributions that exceed the level of
distributable items). As regards ‘distributable items’, it is clarified that the dividend on
common shares will be paid out of the current year’s profit and retained earnings only.

7. There are no circumstances under which the distributions are obligatory. Non-payment is
therefore not an event of default.
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8.  Distributions are paid only after all legal and contractual obligations have been met and
payments on more senior capital instruments have been made. This means that there are
no preferential distributions, including in respect of other elements classified as the
highest quality issued capital.

9. It is the paid up capital that takes the first and proportionately greatest share of any losses
as they occur. Within the highest quality capital, each instrument absorbs losses on a
going concern basis proportionately and pari passu with all the others.

10. The paid up amount is classified as equity capital (i.e. not recognised as a liability) for
determining balance sheet insolvency.

11. The paid up amount is classified as equity under the relevant accounting standards.

12. Itis directly issued and paid up and the bank cannot directly or indirectly have funded the
purchase of the instrument. Banks should also not extend loans against their own shares.

13.  The paid up amount is neither secured nor covered by a guarantee of the issuer or related
entity nor subject to any other arrangement that legally or economically enhances the
seniority of the claim.

14. Paid up capital is only issued with the approval of the owners of the issuing bank, either
given directly by the owners or, if permitted by applicable law, given by the Board of
Directors or by other persons duly authorized by the owners.

15.  Paid up capital is clearly and separately disclosed in the bank’s balance sheet.
B. Additional Tier 1 Capital

Additional Tier 1 Capital mainly include the instruments either classified as equity under
relevant accounting standards but are not the common equity share and hence not includible in
common equity tier 1 or the instrument which are classified as liabilities under relevent
accounting standards, however it is includible in additional tier 1 capital. Under Basel Il non-
common equity elements to be included in Tier 1 capital should absorb losses while the bank
remains a going concern. Towards this end, one of the important criteria for Additional Tier 1
instruments is that these instruments should have principal loss absorption through either (i)
conversion into common shares at an objective pre-specified trigger point or (ii) a write-down
mechanism which allocates losses to the instrument at a pre-specified trigger point. Banks
should not issue Additional Tier 1 capital instruments to the retail investors.

Additional Tier 1 capital consists of the sum of the following elements:

(i)  Perpetual Non Cumulative Preference Share (PNCPS) and Perpetual Debt Instruments
(PDI) issued by the bank that meet the criteria for inclusion in Additional Tier 1 capital;

(i)  Stock surplus (share premium) resulting from the issue of PNCPS instruments included in
Additional Tier 1 capital; and

(iii)  Less: Regulatory adjustments / deductions applied in the calculation of Additional Tier 1
capital.

Criteria for Instruments issued by the bank for inclusion in Additional Tier 1:

Perpetual Non Cumulative Preference Share (PNCPS) and Perpetual Debt Instruments (PDI)
issued by the bank must meet the following criteria to be included in Additional Tier 1 Capital:

1. The instruments should be issued by the Bank (i.e. not by any ‘Special Purpose Vehicle’
etc. set up by the bank for this purpose) and fully paid up.

2. The claim of investors of the instruments shall be:
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(A) In case of Perpetual Non Cumulative Preference Shares:
(i) Superior to the claims of investors in equity shares; and

(ii) Subordinated to the claims of PDIs, all Tier 2 regulatory capital instruments,
depositors and general creditors of the bank.

(B) In case of Perpetual Debt Instruments:

(i) Superior to the claims of investors in equity shares and perpetual non-cumulative
preference shares;

(ii) Subordinated to the claims of depositors, general creditors and subordinated debt
of the bank;

The instruments should be neither secured nor covered by a guarantee of the issuer or
related entity or other arrangement that legally or economically enhances the seniority of
the claim vis-a-vis bank creditors

The instruments should be perpetual, ie there is no maturity date and there are no step-ups
or other incentives to redeem

The Instruments may be callable at the initiative of the issuer. This means that the
instruments shall not be issued with “Put Option”. However, banks may issue instruments
with a “Call Option™ at a particular date subject to following conditions:

a)  The call option on the instrument is permissible after ten years of issuance;
b)  To exercise a call option a bank must receive prior approval of NRB;

¢) A bank must not do anything which creates an expectation that the call will be
exercised; and

d)  Banks must not exercise a call unless:

i. The bank replaces the called instrument with capital of the same or better quality
and the replacement of this capital is done at conditions which are sustainable for
the income capacity of the bank; or

ii. The bank demonstrates that its capital position is well above the minimum
capital requirements after the call option is exercised.

Any repayment of principal (eg through repurchase, buy-back or redemption) must be with
prior approval of NRB and banks should not assume or create market expectations that
supervisory approval will be given. Banks may repurchase / buy-back / redeem the
instruments only if:
(2) The bank replaces such instrument with capital of the same or better quality and
the replacement of this capital is done at conditions which are sustainable for the
income capacity of the bank; or

(b) The bank demonstrates that its capital position is well above the minimum capital
requirements after the repurchase / buy-back / redemption.

Dividend/coupon discretion:
a.the bank must have full discretion at all times to cancel distributions/payments,
b.cancellation of discretionary payments must not be an event of default,

¢.banks must have full access to cancelled payments to meet obligations as they fall due;
and
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10.

11.

12.

13.

14.

d.cancellation of distributions/payments must not impose restrictions on the bank except in
relation to distributions to common stockholders.

Dividends/coupons must be paid out of ‘distributable items’:

As regards ‘distributable items’, it is clarified that the dividend on perpetual non-
cumulative preference shares (PNCPS) will be paid out of current year’s profit only.

In case of coupon on perpetual debt instruments (PDI), it is clarified that if the payment of
coupons on perpetual debt instrument (PDI) is likely to result in losses in the current year,
their declaration should be precluded to that extent.

Dividend on PNCPS and coupons on PDI should not be paid out of retained earnings /
reserves. In other words, payment of dividend/coupons should not have the effect of
reducing retained earnings / reserves.

The instrument cannot have a credit sensitive dividend/coupon feature, that is a
dividend/coupon that is reset periodically based in whole or in part on the banking
organization's credit standing.

The dividend/coupon shall not be cumulative. i.e., dividend/coupon missed in a year will
not be paid in future years, even if adequate profit is available and the level of CAR
conforms to the regulatory minimum. When dividend/coupon is paid at a rate lesser than
the prescribed rate, the unpaid amount will not be paid in future years, even if adequate
profit is available and the level of CAR conforms to the regulatory minimum.

The instrument cannot contribute to liabilities exceeding assets if such a balance sheet test
forms part of requirement to prove insolvency by any law or otherwise.

Instruments classified as liabilities for accounting purposes must have principal loss
absorption through either (i) conversion to common shares at an objective pre-specified
trigger point or (ii) a write-down mechanism which allocates losses to the instrument at a
pre-specified trigger point. The write-down will have the following effects:

a. Reduce the claim of the instrument in liquidation;
b. Reduce the amount re-paid when a call is exercised; and
c. Partially or fully reduce coupon/dividend payments on the instrument.

Neither the bank nor a related party over which the bank exercises control or significant
influence (as defined under relevant Nepal Financial Reporting Standards) can have
purchased the instrument, nor can the bank directly or indirectly have funded the purchase
of the instrument

The instrument cannot have any features that hinder recapitalization, such as provisions that
require the issuer to compensate investors if a new instrument is issued at a lower price
during a specified time frame.

. Tier 2 (Supplementary) Capital

The Supplementary (Tier 2) Capital includes reserves which have been passed through the profit
and loss account and all other capital instruments eligible and acceptable for capital purposes.
Elements of the Tier 2 capital will be reckoned as capital funds up to a maximum of 100 percent
of Tier 1 capital arrived at, after making regulatory adjustments/deductions. In case, where the
Tier 1 capital of a bank is negative, the Tier 2 capital for regulatory purposes shall be considered
as zero and hence the capital fund, in such cases, shall be equal to the core capital.

The Tier 2 Capital consists of the sum of the following elements:

gus “‘@” §



(i)

(i)

(iii)

(iv)

v)

(vi)

(vii)

Preference Share Capital Instruments [Perpetual Cumulative Preference Shares (PCPS) /
Redeemable Non-Cumulative Preference Shares (RNCPS) / Redeemable Cumulative
Preference Shares (RCPS)] issued by the bank with the maturity of 5 years or above;

Subordinated term debt fully paid up with a maturity of 5 years or above; unsecured and
subordinated to the claim of other creditors, free of restrictive clauses and not redeemable
before maturity. Since, subordinated term debt is not normally available to participate in
the losses; the amount eligible for inclusion in the capital adequacy calculations is limited
to 50% of core capital. Moreover, to reflect the diminishing value of these instruments as
a continuing source of strength, a cumulative discount (amortization) factor of 20% per
annum shall be applied for capital adequacy computations, during the last 5 years to
maturity.

Hybrid capital instruments combine certain characteristics of debt and certain
characteristics of equity. Each such instrument has a particular feature, which can be
considered to affect its quality as capital. Where these instruments have close similarities
to equity, in particular when they are able to support losses on an ongoing basis without
triggering liguidation, they may be included in Tier 2 capital with approval from Nepal
Rastra Bank.

Stock surplus (share premium) resulting from the issue of instruments included in Tier 2
capital;

General loan loss provision limited to a maximum of 1.25% of total Credit Risk
Weighted Exposures. General loan loss provision refers to provisions or loan- loss
reserves held against future, presently unidentified losses are freely available to meet
losses which subsequently materialize and therefore qualify for inclusion in Tier 2
Capital. However, impairment loss booked under NFRS as per Incurred Loss Model shall
not be eligible to be included in Tier 2 Capital as the impairment is recognized on loss
incurred and not for the future.

Loan loss provision created on pass loan as per regulatory requirement shall be eligible
for inclusion Tier 2 Capital.

However, from fiscal year 2020/21, the limit of general loan loss provision is set to a
maximum of 1.65% of total Credit Risk Weighted Exposures.

Exchange equalization reserves created by banks as a cushion for unexpected losses
arising out of adverse movements in foreign currencies.

Investment adjustment reserves to the extent created out of retained earning i.e.
appropriation of profit.

(viii) Any other type of instruments notified by NRB from time to time for inclusion in Tier 2

(ix)

capital
Less: Regulatory adjustments / deductions applied in the calculation of Tier 2 capital .

Criteria for Instruments issued by the bank for inclusion in Tier 2 Capital:

Preference Share Capital Instruments [Perpetual Cumulative Preference Shares (PCPS) /
Redeemable Non-Cumulative Preference Shares (RNCPS) / Redeemable Cumulative Preference
Shares (RCPS)], Subordinated Term Debt and Hybrid Capital Instrument issued by the bank
must meet the following criteria to be included in Tier 2 Capital:

1. The instruments should be issued by the Bank (i.e. not by any ‘Special Purpose Vehicle’
etc. set up by the bank for this purpose) and fully paid up.
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These instruments could be either perpetual or dated with a maturity period of minimum 5
years or more and there should be no step-ups or other incentives to redeem. The perpetual
instruments shall be cumulative. The dated instruments could be cumulative or non-
cumulative.

The dated instruments (both cumulative and non-cumulative) shall be subjected to a
progressive discount for capital adequacy purposes over the last five years of their tenor, as
they approach maturity as indicated in the table below for being eligible for inclusion in
Tier 2 capital.

Remaining Maturity of Instruments Rate OIOI/?);SCOUN
Less than one year 100
One year and more but less than two years 80
Two years and more but less than three years 60
Three years and more but less than four years 40
Four years and more but less than five years 20

Dividend/Coupon/Rate of Interest

(i)  The dividend/coupon payable to the investors may be either at a fixed rate or at a
floating rate referenced to a market determined rupee interest benchmark rate.

(i)  The instrument cannot have a credit sensitive coupon feature, i.e. a coupon that is
reset periodically based in whole or in part on the banks’ credit standing.

The claims of the investors in instruments shall be:

(i) senior to the claims of investors in instruments eligible for inclusion in Tier 1
capital,

(i)  subordinate to the claims of all depositors and general creditors of the bank; and

(iii) Neither secured nor covered by a guarantee of the issuer or related entity or other
arrangement that legally or economically enhances the seniority of the claim vis-a-
vis bank creditors.

The instruments shall not be issued with “Put Option”. However, the Instruments may be
callable at the initiative of the issuer. Banks may issue instruments with a “Call Option” at
a particular date subject to the following conditions:

(i)  The call option on the instrument is permissible after five years of issuance;
(i)  To exercise a call option a bank must receive prior approval of NRB; and

(iii) A bank must not do anything which creates an expectation that the call will be
exercised; and

(iv) Banks must not exercise a call unless:

(a) The bank replaces the called instrument with capital of the same or better
quality and the replacement of this capital is done on conditions which are
sustainable for the income capacity of the bank; or

(b) The bank demonstrates that its capital position is well above the minimum
capital requirements after the call option is exercised.
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7. Treatment in Bankruptcy / Liquidation

The investor must have no rights to accelerate the repayment of future scheduled payments
(coupon or principal) except in bankruptcy and liquidation

8. Prohibition on Purchase / Funding of Instruments

Neither the bank nor a related party over which the bank exercises control or significant
influence (as defined under relevant Nepal Financial Reporting Standards) should purchase
the instrument, nor can the bank directly or indirectly should fund the purchase of the
instrument. Banks should also not grant advances against the security of the debt
instruments issued by them.

2.2 LOSS ABSORPTION OF ADDITIONAL TIER 1 INSTRUMENTS (AT1) AT THE PRE-
SPECIFIED TRIGGER

Level of Pre-specified Trigger and Amount of Equity to be Created by Conversion /
Write-down

1. As a bank’s capital conservation buffer falls to 0.625% of RWE, it will be subject to
100% profit retention requirements. One of the important objectives of capital
conservation buffer is to ensure that a bank always operates above minimum Common
Equity Tier 1 (CET1) level. Therefore, a pre-specified trigger for loss absorption through
conversion / write-down of the level of Additional Tier 1 (AT1) instruments (PNCPS and
PDI) at CET1 of 5.125% of RWEs (minimum CET1 of 4.5% + 25% of capital
conservation buffer of 2.5% i.e. 0.625%) has been fixed.

2. The write-down / conversion must generate CET1 under applicable Nepal Financial
Reporting Standards equal to the written-down / converted amount net of tax, if any.

3. The aggregate amount to be written-down / converted for all such instruments on
breaching the trigger level must be at least the amount needed to immediately return the
bank’s CET1 ratio to the trigger level or, if this is not sufficient, the full principal value
of the instruments. Further, the issuer should have full discretion to determine the amount
of AT1l instruments to be converted/written-down subject to the amount of
conversion/write-down not exceeding the amount which would be required to bring the
total Common Equity ratio to 7% of RWEs (minimum CET1 of 4.5% + capital
conservation buffer of 2.5%).

4. The conversion / write-down of AT1 instruments are primarily intended to replenish the
equity in the event it is depleted by losses. Therefore, banks should not use conversion /
write-down of AT1 instruments to support expansion of balance sheet by incurring
further obligations / booking assets. Accordingly, a bank whose total Common Equity
ratio slips below 7% due to losses and is still above 5.125% i.e. trigger point, should seek
to expand its balance sheet further only by raising fresh equity from its existing
shareholders or market and the internal accruals. However, fresh exposures can be taken
to the extent of amortization of the existing ones. If any expansion in exposures, such as
due to drawdown of sanctioned borrowing limits, is inevitable, this should be
compensated within the shortest possible time by reducing other exposures. The bank
should maintain proper records to facilitate verification of these transactions by its
internal auditors, statutory auditors and supervisors.
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I1. Types of Loss Absorption Features

5.

Banks may issue AT1 instruments with conversion / write-down features. Further, banks
may issue single AT1 instrument having both conversion and write-down features with
the option for conversion or write-down to be exercised by the bank. Whichever option is
exercised, it should be exercised across all investors of a particular issue.

When a bank breaches the pre-specified trigger of loss absorbency of AT1 and the equity
is replenished either through conversion or write-down, such replenished amount of
equity will be excluded from the common equity tier 1 of the bank for the purpose of
determining the proportion of earnings to be paid out as dividend in terms of rules laid
down for maintaining capital conservation buffer. However, once the bank has attained a
total Common Equity ratio of 7% without counting the replenished equity capital, that
point onwards, the bank may include the replenished equity capital for all purposes.

The conversion / write-down may be allowed more than once in case a bank hits the pre-
specified trigger level subsequent to the first conversion / write-down which was partial.

I11. Treatment of AT1 Instruments in the event of Liquidation, Merger, Acquisition of the
Bank

8.

10.

11.

If a bank goes into liquidation before the AT1 instruments have been written-down/
converted, these instruments will absorb losses in accordance with the order of seniority
indicated in the offer document, and legal provisions governing priority of charges. The
order of seniority indicated in the offer document should be in compliance with the
provision of Banking Act.

If a bank goes into liquidation after the AT1 instruments have been written-down, the
holders of these instruments will have no claim on the proceeds of liquidation.

If a bank is merged with/acquired by any other bank before the AT1 instruments have
been written-down/converted, these instruments will become part of the corresponding
categories of regulatory capital of the new bank emerging after the merger/acquisition.

If a bank is merged with any other bank after the non-equity regulatory capital
instruments have been written-down, these cannot be written-up by the merged entity.

IV. Fixation of Conversion Price, Capping of Number of Shares / Voting Rights

12.

13.

Banks may issue AT1 instruments with conversion features either based on price fixed at
the time of issuance or based on the market price prevailing at the time of conversion.

There will be a possibility of the debt holders receiving a large number of shares in the
event the share price is very low at the time of conversion. Thus, debt holders will end up
holding the number of shares and attached voting rights exceeding the legally permissible
limits. Banks should therefore, always keep sufficient headroom to accommodate the
additional equity due to conversion without breaching any of the statutory / regulatory
ceilings especially that for maximum shareholdings and maximum voting rights per
investors / group of related investors. In order to achieve this, banks should cap the
number of shares and / or voting rights in accordance with relevant laws and regulations
on Ownership and Governance of banks. Banks should adequately incorporate these
features in the terms and conditions of the instruments in the offer document.
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Order of Conversion / Write-down of Various Types of AT1 Instruments

14. The instruments should be converted / written-down in order in which they would absorb
losses in a gone concern situation. Banks should indicate in the offer document clearly
the order of conversion / write-down of the instrument in question vis-a-vis other capital
instruments which the bank has already issued or may issue in future.

2.3 DEDUCTIONS FROM CORE (TIER 1) CAPITAL:

Banks shall be required to deduct the following from the Common Equity Tier 1 capital for capital
adequacy purposes. The claims that have been deducted from Common Equity Tier 1 capital shall
be exempt from risk weights for the measurement of credit risk.

a.

@ -~ o o

Book value of goodwill and all other intangible assets.

Goodwill and all other intangible assets should be deducted from Common Equity Tier 1
capital including any goodwill included in the valuation of significant investments in the
capital of banking, financial and insurance entities which are outside the scope of regulatory
consolidation.

The full amount of the intangible assets is to be a deducted net of any associated deferred tax
liabilities which would be extinguished if the intangible assets become impaired or
derecognized under the relevant accounting standards. For this purpose, the definition of
intangible assets would be in accordance with the Nepal Financial Reporting Standards.

Deferred Tax Assets
Deferred Tax Assets computed as under should be deducted from Common Equity Tier 1

(i) Deferred Tax Assets associated with the accumulated tax losses

(ii) Deferred Tax Assets other than associated with the accumulated tax losses, net of
Deferred Tax Liabilities, if any. Where the Deferred Tax Liabilities is in excess of the
Deferred Tax Assets (excluding Deferred Tax Assets associated with accumulated
losses), the excess shall neither be adjusted against item (i) nor added to Common
Equity Tier 1 capital.

Miscellaneous expenditure to the extent not written off. e.g. VRS expense, preliminary
expense, share issue expense, deferred revenue expenditure, etc.

Investment in Securities of financial institutions licensed by Nepal Rastra Bank?.
All Investments in equity of institutions with financial interest.
Investments in equity of institutions in excess of the prescribed limits.

Investments arising out of underwriting commitments that have not been disposed within a
year from the date of commitment.

Reciprocal crossholdings of bank capital artificially designed to inflate the capital position of
the bank.

Cash Flow Hedge Reserve

The amount of the cash flow hedge reserve which relates to the hedging of items that are not
fair valued on the balance sheet (including projected cash flows) should be derecognized in

3

Investment in shares of institutions, where the waiver has been explicitly provided by NRB are subject to risk weight of

100% and shall not be deducted from Tier 1 capital.
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the calculation of Common Equity Tier 1. This means that positive amounts should be
deducted and negative amounts should be added back. This treatment specifically identifies
the element of the cash flow hedge reserve that is to be derecognized for prudential purposes.
It removes the element that gives rise to artificial volatility in Common Equity, as in this case
the reserve only reflects one half of the picture (the fair value of the derivative, but not the
changes in fair value of the hedged future cash flow).

J-  Defined Benefit Pension Fund Assets and Liabilities

Defined benefit pension fund liabilities, as included on the balance sheet, must be fully
recognized in the calculation of Common Equity Tier 1 capital (i.e. Common Equity Tier 1
capital cannot be increased through derecognizing or unrecognition of these liabilities). For
each defined benefit pension fund that is an asset on the balance sheet, the asset should be
deducted in the calculation of Common Equity Tier 1 net of any associated deferred tax
liability which would be extinguished if the asset should become impaired or derecognized
under the relevant accounting standards.

K. Negative balance of Reserve Accounts

Negative balances of any reserve such as which is recognized directly or through other
comprehensive income in equity such as revaluation reserve, fair value reserve, actuarial loss
etc. shall be deducted from Core (Common Equity Tier 1) Capital. However, the
corresponding assets shall not be exempted from risk weights for the measurement of credit
risk as the loss recognized in equity has already been adjusted in carrying amount of related
assets. Since, full amount of assets has not been deducted from Core Capital, risk weights on
carrying amount of assets shall be applied to measure credit risk.

I.  Any other instruments as stipulated by Nepal Rastra Bank, from time to time.
24 CAPITAL FUNDS:

The capital fund is the summation of Tier 1 and Tier 2 capital and Tier 1 capital is the total of
common equity Tier 1 and additional Tier 1 capital. A bank should compute capital ratios in the
following manner:

Common Equity tier 1 capital ratio = Common Equity Tier 1 Capital
Total Risk Weighted Exposure*

Tier 1 capital ratio = Eligible tier 1 Capital
Total Risk Weighted Exposure

Total Capital Ratio (CAR*) = Eligible Total Capital
Total Risk Weighted Exposure

*Total Risk Weighted Exposure = Credit Risk RWE¥+Market Risk RWE+ Operational Risk
RWE + Supervisory Adjustment under Pillar I

¥ RWE= Risk weighted Exposure;
# CAR=Capital Adequacy Ratio

0] Banks shall maintain a minimum total capital (MTC) of 8.5% of total risk weighted
assets (RWAS) i.e. capital to risk weighted assets (CRAR).
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(i)

(iii)

(iv)

v)

(vi)

Common Equity Tier 1 (CET1) capital must be at least 4.5% of risk-weighted assets
(RWAS) i.e. for credit risk + market risk + operational risk on an ongoing basis.

Tier 1 capital must be at least 6% of RWAs on an ongoing basis. Thus, within the
minimum Tier 1 capital, Additional Tier 1 capital can be admitted maximum at 1.5% of
RWA:s.

Total Capital (Tier 1 Capital plus Tier 2 Capital) must be at least 8.5% of RWASs on an
ongoing basis. The sum total of the different components of the Tier 2 capitals will be
limited to the sum total of the various components of the Tier 1 capital net of deductions
as specified in paragraph 2.3. In case the Tier 1 capital is negative, Tier 2 capital shall be
considered to be "Nil" for regulatory capital adequacy purposes and hence, in such a
situation, the capital fund shall be equal to the Tier 1 capital.

If a bank has complied with the minimum Common Equity Tier 1 and Tier 1 capital
ratios, then the excess Additional Tier 1 capital can be admitted for compliance with the
minimum CRAR of 8.5% of RWAs.

In addition to the minimum Common Equity Tier 1 capital of 4.5% of RWAs, banks are
also required to maintain a capital conservation buffer (CCB) of 2.5% of RWAs in the
form of Common Equity Tier 1 capital.

Thus, with full implementation of capital ratios and CCB the capital requirements are
summarized as follows:

Regulatory Capital As % to RWAs

0] Minimum Common Equity Tier 1 Ratio 45

(i) Capital Conservation Buffer (Comprised of Common Equity) 25

(iii) Minimum Common Equity Tier 1 Ratio plus Capital Conservation Buffer 7.0
[(@)+(iD)]

(iv) Minimum Tier 1 Capital Ratio (Excluding Capital Conservation Buffer) 6.0

(v) Minimum Total Capital Ratio ( MTC) (Excluding Capital Conservation 8.5
Buffer)

(vi) Minimum Total Capital Ratio plus Capital Conservation Buffer 11.0

For the purpose of all prudential exposure limits linked to capital funds, the ‘capital
funds’ will exclude the applicable capital conservation buffer and countercyclical capital
buffer as and when activated, but include Additional Tier 1 capital and Tier 2 capital. It
may be noted that the term ‘Common Equity Tier 1 capital’ does not include capital
conservation buffer and countercyclical capital buffer.

2.5 CAPITAL CONSERVATION BUFFER
A. Objective

1. The capital conservation buffer (CCB) is designed to ensure that banks build up capital buffers

during normal times (i.e. outside periods of stress) which can be drawn down as losses are
incurred during a stressed period. The requirement is based on simple capital conservation rules
designed to avoid breaches of minimum capital requirements.
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2.

Outside the period of stress, banks should hold buffers of capital above the regulatory
minimum. When buffers have been drawn down, one way banks should look to rebuild them is
through reducing discretionary distributions of earnings. Banks may also choose to raise new
capital from the market as an alternative to conserving internally generated capital. However, if
a bank decides to make payments in excess of the constraints imposed as explained above, the
bank, with the prior approval of NRB, would have to use the option of raising capital from the
market equal to the amount above the constraint which it wishes to distribute.

3. The capital conservation buffer can be drawn down only when a bank faces a systemic or

4.

idiosyncratic stress. A bank should not choose in normal times to operate in the buffer range
simply to compete with other banks and win market share. This aspect would be specifically
looked into by NRB during the Supervisory Review and Evaluation Process. If, at any time, a
bank is found to have allowed its capital conservation buffer to fall in normal times, particularly
by increasing its risk weighted assets without a commensurate increase in the Common Equity
Tier 1 Ratio (although adhering to the restrictions on distributions), this would be viewed
seriously. In addition, such a bank will be required to bring the buffer to the desired level
within a time limit prescribed by NRB. The banks which draw down their capital conservation
buffer during a stressed period should also have a definite plan to replenish the buffer as part of
its Internal Capital Adequacy Assessment Process and strive to bring the buffer to the desired
level within a time limit agreed to with NRB during the Supervisory Review and Evaluation
Process.

The framework of capital conservation buffer will strengthen the ability of banks to withstand
adverse economic environment conditions, will help increase banking sector resilience both
going into a downturn, and provide the mechanism for rebuilding capital during the early stages
of economic recovery. Thus, by retaining a greater proportion of earnings during a downturn,
banks will be able to help ensure that capital remains available to support the ongoing business
operations / lending activities during the period of stress. Therefore, this framework is expected
to help reduce pro-cyclicality.

B. The Framework

5.

Banks are required to maintain a capital conservation buffer of 2.5%, comprised of Common
Equity Tier 1 capital, above the regulatory minimum total capital requirement of 8.50%. Banks
should not distribute its earnings and reserves in the form of cash or/and stock dividends in case
the capital falls below this level. However, they will be able to conduct business as normal
when their capital levels fall into the conservation range as they experience losses. Therefore,
the constraints imposed are related to the distributions only and are not related to the operations
of banks.

The Common Equity Tier 1 ratio includes amounts used to meet the minimum Common Equity
Tier 1 capital requirement of 4.5%, but excludes any additional Common Equity Tier 1 needed
to meet the 7% Tier 1 and 8.5% Total Capital requirements. For example, a bank maintains
Common Equity Tier 1 capital of 8.5% and has no Additional Tier 1 or Tier 2 capital.
Therefore, the bank would meet all minimum capital requirements, but would have a zero
conservation buffer and therefore, the bank would be subjected to 100% constraint on
distributions of capital by way of dividends, share-buybacks and discretionary bonuses.

@-Ug U@-N qi



7. The following represents other key aspects of the capital conservation buffer requirements:

(i) Elements subject to the restriction on distributions: Dividends and share buybacks,
discretionary payments on other Tier 1 capital instruments and discretionary bonus
payments to staff would constitute items considered to be distributions. Payments which do
not result in depletion of Common Equity Tier 1 capital, (for example includes certain scrip
dividend) are not considered distributions.

(ii) Definition of earnings: Earnings are defined as distributable profits before the deduction
of elements subject to the restriction on distributions mentioned at (i) above. Earnings are
calculated after the tax which would have been reported had none of the distributable items
been paid. As such, any tax impact of making such distributions are reversed out. If a bank
does not have positive earnings and has a Common Equity Tier 1 ratio less than 7%, it
should not make positive net distributions.

(iii) Additional supervisory discretion: Supervisors have the additional discretion to impose
time limits on banks operating within the buffer range on a case-by-case basis. In any case,
supervisors should ensure that the capital plans of banks seek to rebuild buffers over an
appropriate timeframe.

26 COUNTERCYCLICAL BUFFER

A. Introduction
1. Losses incurred in the banking sector can be extremely large when a downturn is preceded by a

period of excess credit growth. These losses can destabilise the banking sector and spark a
vicious circle, whereby problems in the financial system can contribute to a downturn in the
real economy that then feeds back on to the banking sector. These interactions highlight the
particular importance of the banking sector building up additional capital defences in periods
where the risks of system-wide stress are growing markedly.

2. The countercyclical buffer aims to ensure that banking sector capital requirements take account
of the macro-financial environment in which banks operate. The primary aim of the
countercyclical capital buffer requirement is to use a buffer of capital to achieve the broader
macroprudential goal of protecting the banking sector from periods of excess aggregate credit
growth that have often been associated with the build up of system-wide risk. Protecting the
banking sector in this context is not simply ensuring that individual banks remain solvent
through a period of stress, as the minimum capital requirement and capital conservation buffer
are together designed to fulfill this objective. Rather, the aim is to ensure that the banking
sector in aggregate has the capital on hand to help maintain the flow of credit in the economy
without its solvency being questioned, when the broader financial system experiences stress
after a period of excess credit growth. Therefore, excess aggregate credit growth is judged to be
associated with a build-up of system-wide risk to ensure the banking system has a buffer of
capital to protect it against future potential losses.

3. The countercyclical buffer regime consists of the following elements:
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a) Nepal Rastra Bank will monitor credit growth and other indicators that may signal a
buildup of system-wide risk and make assessments of whether credit growth is excessive
and is leading to the buildup of system-wide risk. Based on this assessment Nepal Rastra
Bank will put in place a countercyclical buffer requirement when circumstances warrant.
This requirement will be released when system-wide risk crystallises or dissipates.

b) The countercyclical buffer requirement to which a bank is subject will extend the size of
the capital conservation buffer. Banks will be subject to restrictions on distributions if they
do not meet the requirement.

B. Countercyclical buffer requirements

Nepal Rastra Bank has adopted the Credit to GDP ratio, macro-economic variable, as guide for
reference point for taking buffer decisions. Nepal Rastra Bank will monitor Credit to GDP
ratio at least annually and calculate Credit to GDP gap, i.e. the gap between Credit to GDP
ratio and its Trend. The intensity of Credit to GDP gap shall be the indication of the extent of
the buildup of system-wide risk i.e. If the credit-to-GDP ratio is significantly above its trend (ie
there is a large positive gap) then this is an indication that credit may have grown to excessive
levels relative to GDP. The Credit to GDP gap shall be calculated as follows:
Creditto GDP Gapy = Credit to GDP Ratiow— Trend

The countercyclical buffer requirement will vary between zero and 2.5% of risk weighted
exposure , depending on the extent of the build up of system-wide risk. The credit to GDP gap
of 5 points shall be taken as cut off points of excess credit growth level. The increase by
additional 2.5 point of credit to GDP gap in excess of 5 point shall require buffer requirement
of 0.5% i.e. each increase in every 2.5 points in credit to GDP gap in excess of 5 points shall
require to raise the buffer requirement by each 0.5%. For this purpose trend is defined as
average of credit to GDP ratio of past 5 years. The following table shows the countercyclical
buffer requirement in case of excess credit growth:

Countercyclical Buffer Requirement

Credit to GDP Gap Buffer Requirement in Terms of CET 1
Up to 5 points 0%
above 5 to 7.5 points 0.5%
above 7.5 to 10 points 1.0%
above 10 to 12.5 points 1.5%
above 12.5 to 15 points 2.0%
above 15 points 2.5%

The banks are required to raise level of the buffer by up to 12 months, but shall be allowed to
decrease the level of the buffer with immediate effect. The bank, not being able to maintain the
countercyclical buffer requirement, shall not be allowed to distribute its earnings.

2.7 LEVERAGE RATIO
A. Rationale and Objective

One of the underlying features of the crisis was the build-up of excessive on- and off-balance
sheet leverage in the banking system. In many cases, banks built up excessive leverage while
still showing strong risk based capital ratios. During the most severe part of the crisis, the
banking sector was forced by the market to reduce its leverage in a manner that amplified
downward pressure on asset prices, further exacerbating the positive feedback loop between
losses, declines in bank capital, and contraction in credit availability. Therefore, under Basel
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I11, a simple, transparent, non-risk based leverage ratio has been introduced. The leverage ratio
is calibrated to act as a credible supplementary measure to the risk based capital requirements.
The leverage ratio is intended to achieve the following objectives:

a)

b)

constrain the build-up of leverage in the banking sector, helping avoid destabilising
deleveraging processes which can damage the broader financial system and the economy;
and

reinforce the risk based requirements with a simple, non-risk based “backstop” measure.

Definition and Calculation of the Leverage Ratio

a)

b)

The provisions relating to leverage ratio are intended to serve as the basis for testing the
leverage ratio during the parallel run period. Banks are required to maintain minimum Tier
1 leverage ratio of 4% during the parallel run period from Mid July, 2016 to mid July,
2018. After the parallel run final leverage ratio requirement might be revised by NRB after
taking into account the prescriptions given by the Basel Committee.

The leverage ratio shall be maintained on a quarterly basis. The Leverage Ratio shall be
calculated as:

Leverage Ratio = Capital Measure
Exposure Measure

Capital Measure

a) The capital measure for the leverage ratio should be based on the definition of Tier 1
capital as set out in paragraph 2.1

b) Items that are deducted completely from capital do not contribute to leverage, and
should therefore also be deducted from the measure of exposure.

Exposure Measure

The exposure measure for the leverage ratio should generally follow the accounting
measure of exposure. In order to measure the exposure consistently with financial accounts,
the following should be applied by banks:

a) On-balance sheet, non-derivative exposures will be net of specific provisions and
valuation adjustments to the extent it is recognized on equity (e.g. fair value
adjustment and revaluation adjustment as per NFRS directly recognized on equity or
through other comprehensive income);

b) physical or financial collateral, guarantees or credit risk mitigation purchased is not
allowed to reduce on-balance sheet exposures; and

)] netting of loans and deposits is not allowed.

Component of Exposure Measure

(i) On-Balance Sheet Items

Banks should include all items of assets reported in their accounting balance sheet for the
purposes of calculation of the leverage ratio. In addition, the exposure measure should
include the following treatments for Securities Financing Transactions (e.g. repo and
reverse repo agreements, CBLO) and derivatives.
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3.2

(ii) Repurchase agreements and securities finance

Securities Financing Transactions (SFTs) are a form of secured funding and therefore, an
important source of balance sheet leverage that should be included in the leverage ratio.
Therefore, banks should calculate SFT for the purposes of the leverage ratio by applying:

(a) the accounting measure of exposure; and
(b) without netting various long and short positions with the same counterparty.
(iii) Derivatives

Derivatives create two types of exposure: an “on-balance sheet” present value reflecting the
fair value of the contract (often zero at outset but subsequently positive or negative
depending on the performance of the contract), and a notional economic exposure
representing the underlying economic interest of the contract. Banks should calculate
exposure in respect of derivatives, including where a bank sells protection using a credit
derivative, for the purposes of the leverage ratio by applying:

(a) the accounting measure of exposure (positive Marked to Market (MTM) value) plus an
add-on for Potential Future Exposure (PFE) calculated according to the Current
Exposure Method; and

(b) without netting the MTM values and PFEs in respect of various long and short
positions with the same counterparty.

(iv) Other Off-Balance Sheet Items

Banks should calculate the off balance sheet items . These include commitments (including
liquidity facilities), unconditionally cancellable commitments, direct credit substitutes,
acceptances, standby letters of credit, trade letters of credit, failed transactions and
unsettled securities. The off balance sheet items are source of the potentially significant
leverage. Therefore, bank should calculate the above off balance sheet items for the
purposes of the leverage ratio by applying a uniform 100% credit conversion factor (CCF).

CREDIT RISK
GENERAL:

Credit risk is the major risk that banks are exposed to during the normal course of lending and
credit underwriting. There are two approaches for credit risk measurement: the standardized
approach and the internal ratings based (IRB) approach. Due to various inherent constraints of the
Nepalese banking system, the standardized approach in its simplified form, Simplified Standardized
Approach (SSA), has been prescribed in the initial phase.

SIMPLIFIED STANDARDIZED APPROACH (SSA):

In comparison to Basel 1, SSA aligns regulatory capital requirements more closely with the key
elements of banking risk by introducing a wider differentiation of risk weights and a wider
recognition of credit risk mitigation techniques. The advantage of implementing this approach is
twofold. This approach allows transitional advantage by avoiding excessive complexities associated
with the advanced approaches of Basel 1l while at the same time it will produce capital ratios more
in line with the actual economic risks that banks are facing, compared to the present Accord.

Under this approach commercial banks are required to assign a risk weight to their balance sheet
and off-balance sheet exposures. These risk weights are based on a fixed weight that is broadly
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aligned with the likelihood of a counterparty default. As a general rule, the claims that have already
been deducted from the core capital shall be exempt from risk weights for the measurement of
credit risk.

Claims on foreign government, their central banks as well as foreign corporates shall be generally
risk-weighed on the basis of the consensus country risk scores of export credit agencies (ECA)*.
Wherever there are claims relating to unrated countries, they shall generally be risk weighed at 100
percent. However, these claims shall be subject to supervisory review and higher risk weight shall
be assigned where the review process is deemed appropriate.

All kinds of claims including loans & advances as well as investments shall be a risk weighed net
of specific provisions and valuation adjustments which are, directly or through other comprehensive
income, recognized on equity. Generally provision related to any receivable or investment is not
defined as general or specific. In such a situation, the total provision against any claim/exposure
(other than the loans and advances) shall be regarded as specific provision.

However, provisions eligible for the supplementary capital shall not be allowed for netting while
calculating risk weighted exposuresin case of loans, advances and bills purchased the provisions
created in lieu of Performing loans only are classified as General loan loss provision. All other
provisions are components of specific loan loss provision. Hence, general loan loss provision
doesn’t comprise provisions created in respect of rescheduled/restructured and non performing
loans. It also doesn’t include additional provisions created for personal guarantee loans or lending
in excess of Single Obligor Limits. However, provisions created in excess of the regulatory
requirements and not attributable to identifiable losses in any specific loans shall be allowed to be
included in the General Loan Loss Provision.

In order to be consistent with the Basel framework, the credit risk for the regulatory capital purpose
shall be computed by segregating the exposure in the following 11 categories:

a)  Claims on government & central bank
b)  Claims on other official entities
¢)  Claims on banks
d)  Claims on corporate & securities firms
e)  Claims on regulatory retail portfolio
f)  Claims secured by residential properties
g)  Claims secured by commercial real state
h)  Past due claims
i) High risk claims
) Other assets
k)  Off balance sheet items

3.3 RISK MEASUREMENT AND RISK WEIGHTS:

a.  Claims on government & central bank

1. All claims on Government of Nepal and Nepal Rastra Bank shall be risk weighed at 0 %.

2. Claims on foreign government and their central banks shall be risk-weighted on the basis
of the consensus country risk scores as follows:

ECA risk scores 0-1 2 3 4t06 7

Risk weights 0% 20% 50% 100% 150%

4 The consensus country risk classification is available on the OECD’s website (http://www.oecd.org) in the Export Credit
Arrangement web page of the Trade Directorate. Each bank while computing the risk weight in any claim should use the
updated risk score.
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b. Claims on other official entities

1. Claims on the Bank for International Settlements, the International Monetary Fund, the
European Central Bank and the European Community will receive a 0% risk weight.

2. Following Multilateral Development Banks (MDBs) will be eligible for a 0% risk
weight.

e World Bank Group, comprised of the International Bank for Reconstruction and

Development (IBRD) and the International Finance Corporation (IFC),

Asian Development Bank (ADB),

African Development Bank (AfDB),

European Bank for Reconstruction and Development (EBRD),

Inter-American Development Bank (IADB),

European Investment Bank (EIB),

European Investment Fund (EIF),

Nordic Investment Bank (NIB),

Caribbean Development Bank (CDB),

Islamic Development Bank (IDB), and
e Council of Europe Development Bank (CEDB).

3. The standard risk weight for claims on other Multilateral Development Banks will be
100%.

4.  Claims on public sector entities (PSEs)®

i. Claims on domestic public sector entities:

The risk weight for claims on domestic pubic sector entities will be 100%.

ii. Claims on foreign public sector entities will be risk-weighed as per the ECA country

risk scores.
ECA risk scores 0-1 2 3to6 7
Risk weights 20% 50% 100% 150%

C. Claims on banks

1. All claims, irrespective of currency, excluding investment in equity shares and other
instruments eligible for capital funds, on domestic banks/financial institutions that
fulfill Capital Adequacy Requirements will be risk weighed at 20% while for the rest, it
will be 100%.

Banks should make use of the publicly available information of the immediately
preceding quarter of the respective banks to gauge their status on capital adequacy.

2. Claims on a foreign bank excluding investment in equity shares and other instruments
eligible for capital funds shall be risk weighed as per the ECA Country risk score
subject to the floor of 20%. The primary basis for applying the ECA Country Risk
score shall be the country of incorporation of the bank. Where the bank is a branch
office, the ECA score of the country where the corporate office is located shall be used
while in the case of a subsidiary the basis shall be the country where the subsidiary is
incorporated.

5 Public sector entity (PSE) is one, which is owned or controlled by government or any other entity categorized as PSE by

NRB.
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d.

ECA risk scores 0-1 2 3to6 7

20% 50% 100% 150%

Risk weights

However, the claims on foreign banks incorporated in the SAARC region and China,
which operate with a buffer of 1% above their respective regulatory minimum capital
requirements may be risk weighed at 20%. The banks shall be responsible to submit
the latest capital adequacy position of such banks and demonstrate that they fulfill the
eligibility requirements. Such capital adequacy position submitted by the banks should
not be prior to one financial year. Moreover, such claims shall be subject to a
supervisory review and supervisors may require the bank to risk-weigh the claims on
ECA country risk scores where the review process is deemed necessary.

Claims on corporate & securities firms

1. Domestic corporate includes all firms and companies incorporated in Nepal as per

prevailing Acts and regulations. The claims on domestic corporate, including claims on
insurance companies and securities firm shall be risk weighed as per the credit rating
score provided by licensed credit rating agency subject to the floor of 50% as follows:

A A AA* A* .
Credit rating score equivalent to to to BBB Unrated
. ; & below
AA A
Risk weights 50% | 70% 80% | 100% | 100%

2. The claims on foreign corporate shall be risk weighed as per the ECA Country risk
score subject to the floor of 20% as follows:

ECA risk scores 0-1

2

3to6

7

Risk weights 20%

50%

100%

150%

e. Claims on regulatory retail portfolio

1.  Claims® that qualify all criteria listed below may be considered as regulatory retail

portfolio and risk weighed at 75%, except for past due loans. Such claims however,
have to be in strict compliance with the Product paper developed by the bank and
approved by their respective board of directors

Criteria:

¢ COrientation criteria :- exposure is to an individual person or persons or to a small
business. Bank should obtain written declaration from the borrower to the effect

that their indebtedness is within the threshold across all banks and Fls..

e Product criteria :- The exposure takes the form of any of the following:

— Revolving credits and lines of credit, (including overdraft, hypothecation etc.)

— Term loans and leases (e.g. hire purchase, auto loans and leases, student and

educational loans’) and,

— Small business facilities and commitments,

Lending against securities (such as equities and bonds) whether listed or not, are specifically excluded from this category.
Likewise credit card receivables are excluded from this category. However, lending against personal guarantee and fully
backed by guaranteed cash flow such as pension etc. that has negligible risk of failure can be included in this category.
Personal finance includes overseas employment loan, home loan (to the extent they do not qualify for treatment
as claims secured by residential property), direct deprived sector loan.
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2.

— Deprived sector loans up to a threshold of Rs.10 million (Ten Million only)

e Granularity criteria:- NRB must be satisfied that the regulatory retail portfolio is
sufficiently diversified to a degree that reduces the risks in the portfolio, warranting
the 75% risk weight. No aggregate exposure® to one counterpart can exceed 0.5 %
of the overall regulatory retail portfolio.

e Low value individual criteria :- The total aggregated exposure to one counterpart®
cannot exceed an absolute threshold of Rs.10 million (Nepalese Rupees Ten
Million only)

Banks which have claims that fulfill all criterion except for granularity may risk weigh
those claims at 100%

Claims secured by residential properties

1.

Lending to individuals meant for acquiring or developing residential property which
are fully secured by mortgages on residential property, that is or will be occupied by
the borrower or that is rented, will be risk-weighted at 60%. However, banks should
ensure the existence of adequate margin of security over the amount of loan based on
strict valuation rules.

Banks have to develop product paper and get it approved from the board of directors to
regulate this kind of lending. The claims in order to be eligible for this category have to
be in strict compliance with this product paper

Where the loan is not fully secured, such claims have to risk weighed at 150%

When claims secured by residential properties are or have been past due® at any point
of time during the last two years, they shall be risk-weighted at 100%, net of specific
provisions.

Claims secured by commercial real estate

1.

Claims secured by mortgages on commercial real estate, except past due, shall be risk-
weighed at 100%. Commercial real estate hereby refers to mortgage of Office
buildings, retail space, multi-purpose commercial premises, multi-family residential
buildings, multi-tenanted commercial premises, industrial or warehouse space, hotels,
land acquisition, development and construction etc.

Past due claims
1.

Any loan, except for claim secured by residential property, which is or has been past
due at any point of time during the last two years, will be risk-weighted at 150% net of
specific provision.

High risk claims

1.
2.

150% risk weight shall be applied for venture capital and private equity investments.

Exposures on Personal loan in excess of the threshold of regulatory retail portfolio and
exposures on credit card shall warrant a risk weight of 150%.

10

Aggregated exposure means gross amount (i.e. not taking any credit risk mitigation into account) of all forms of credit
exposures availed from the bank .

Counterpart refers to one or a group of borrowers defined by the NRB directives as a single obligor.

An exposure is past due if it falls into any other category other than Performing loan as per provisions of NRB directive on
Loan classification.
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k.

1.

Investments in the equity and other capital instruments of institutions, which are not
listed in the stock exchange and have not been deducted from Tier 1 capital, shall be
risk weighed at 150% net of provisions and valuation adjustments which are, directly or
through other comprehensive income, recognized on equity.

The claims which are not fully secured or are only backed up by personal guarantee
shall attract 150% risk weight.

Where loan cannot be segregated/or identified as regulatory retail portfolio or
qualifying residential mortgage loan or under other categories, it shall be risk weighed
at 150%.

Other assets

With regard to other assets, following provisions have been made;

a.
b.

h.

Interest receivable/claim on government securities will be risk-weighed at 0%.

Staff loan given as per Employee By-laws and secured by residential property,
that is or will be occupied by the staff or that is rented, will be risk-weighed at
50%. However, banks should ensure the existence of adequate margin of security
over the amount of loan based on strict valuation rules.

Investments in equity or regulatory capital instruments issued by securities firms
will be risk-weighed at 100% net of valuation adjustments which are, directly or
through other comprehensive income, recognized on equity.

Cash in transit and other cash items in the process of collection will be risk-
weighed at 20%. For this purpose, cash items shall include Cheque and Draft.

Fictitious assets that have not been deducted from Tier 1 capital shall be risk
weighed at 100%.

Investments in the equity and other capital instruments of institutions, which are
listed in the stock exchange and have not been deducted from Tier 1 capital, shall
be risk weighed at 100% net of provisions and valuation adjustments which are,
directly or through other comprehensive income, recognized on equity.
Investments in mutual fund shall also be risk weighted at 100% net of valuation
adjustments as described above.

All Other assets will be risk-weighed at 100% net of specific provision and
valuation adjustments which are, directly or through other comprehensive
income, recognized on equity.

Lending against securities (bonds and shares) shall attract risk weight of 100 % .

Off balance sheet items

1.

Off-balance sheet items under the simplified standardized approach will be converted
into equivalent risk weight exposure using risk weight as follows:

Off Balance Sheet Exposure Risk
Weight

Any commitments those are unconditionally cancelable at any time by the bank | 0%

without prior notice, or that effectively provide for automatic cancellation due to

deterioration in a borrower’s creditworthiness (for example bills under collection)

Forward exchange contracts. 10%
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Short Term Trade-related contingencies

Contingent liabilities arising from trade-related obligations, which are secured against
an underlying shipment of goods for both issuing and confirming bank and are short
term in nature. This includes documentary letters of credit, shipping guarantees issued
and any other trade-related contingencies with an original maturity up to six months.

20%

Undertaking to provide a commitment on an off-balance sheet items

20%

Unsettled'! securities and foreign exchange transactions between bank to bank and
between bank and customer

20%

Long term irrevocable Credit Commitments

Any un-drawn portion of committed credit lines sanctioned for a period of more than 1
year.

50%

Performance-related contingencies

Contingent liabilities, which involve an irrevocable obligation to pay a third party in
the event that counterparty fails to fulfill or perform a contractual non-monetary
obligation, such as delivery of goods by a specified date etc. This includes issue of
performance bonds, bid bonds, warranties, indemnities, underwriting commitments and
standby letters of credit in relation to a non-monetary obligation of counterparty under
a particular transaction.

40%

Long term irrevocable Credit Commitments

Any un-drawn portion of committed credit lines sanctioned for a period of more than 1
year. This shall include all unutilized limits in respect of revolving working capital
loans e.g. overdraft, cash credit, working capital loan etc. except for trade finance
exposures.

50%

Short term irrevocable Credit Commitments

Any un-drawn portion of committed credit lines sanctioned for a period of upto 1 year.
This shall include all unutilized limits in respect of revolving working capital loans e.g.
overdraft, cash credit, working capital loan etc. except for trade finance exposures.

20%

Repurchase agreements, securities lending, securities borrowing, reverse repurchase
agreements and equivalent transactions

This includes sale and repurchase agreements and asset sales with recourse, where the
credit risk remains with the purchasing bank.

100%

Direct credit substitutes

Any irrevocable off-balance sheet obligations which carry the same credit risk as a
direct extension of credit, such as an undertaking to make a payment to a third party in
the event that a counterparty fails to meet a financial obligation or an undertaking to a
counterparty to acquire a potential claim on another party in the event of default by that
party, constitutes a direct credit substitute. This includes potential credit exposures
arising from the issue of financial guarantees and credit derivatives, confirmation of
letters of credit (acceptances and endorsements), issue of standby letters of credit
serving as financial guarantees for loans, securities and any other financial liabilities,

100%

11

An unsettled transaction is one where delivery of the instrument is due to take place against receipt of cash, but which
remain unsettled five business days after the due settlement date.
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and bills endorsed under bill endorsement lines (but which are not accepted by, or have
the prior endorsement of, another bank).

Unpaid portion of partly paid shares and securities 100%
Unpaid Guarantee Claim 200%
Other Contingent Liabilities 100%

3.4

CREDIT RISK MITIGATION:

Banks may use a number of techniques to mitigate the risks to which they are exposed. The prime
objective of this provision is to encourage the banks to manage credit risk in a prudent and effective
manner. As such, credit risks exposures may be collateralized? in whole or in part with cash or
securities, or a loan exposure may be guaranteed by a third party. Where these various techniques
meet the minimum conditions mentioned below, banks which take eligible financial collateral are
allowed to reduce their credit exposure to counterparty when calculating their capital requirements
to take account of the risk mitigating effect of the collateral. However, credit risk mitigation is
allowed only on an account by account basis, even within regulatory retail portfolio.

As a general rule, no secured claim should receive a higher capital requirement than an otherwise
identical claim on which there is no collateral. Similarly, the effects of the CRM shall not be double
counted and capital requirement will be applied to banks on either side of the collateralized
transaction: for example, both repos and reverse repos will be subject to capital requirements.

Those portions of claims collateralized by the market value of recognized collateral receive the risk
weight applicable to the collateral instrument. The remainder of the claim should be assigned the
risk weight appropriate to the counter party.

Where the same security has been pledged for both the funded and non funded facilities, banks
should clearly demarcate the value of security held for funded and non funded facilities. In cases
where the bank has obtained the same security for various forms of facilities; banks are eligible to
claim the CRM benefit across all such exposures upto the eligible value of CRM.

a. Minimum conditions for eligibility:

In order to obtain capital relief towards credit risk mitigation, there are certain basic
conditions that need to be fulfilled. Supervisors will monitor the extent to which banks satisfy
these conditions, both at the outset of a collateralized transaction and on an on-going basis.

1.  Legal certainty:- Collateral is effective only if the legal mechanism by which collateral
given is robust and ensures that the lender has clear rights over the collateral to
liquidate or retain it in the event of default. Thus, banks must take all necessary steps to
fulfill local contractual requirements in respect of the enforceability of security interest.
The collateral arrangements must be properly documented, with a clear and robust
procedure for the timely liquidation of collateral. A bank's procedures should ensure
that any legal conditions required for declaring the default of the customer and
liquidating the collateral are observed. Where the collateral is held by a custodian, the
bank must seek to ensure that the custodian ensures adequate segregation of the
collateral instruments and the custodian's own assets. Besides that, banks must obtain

12 A collateralized transaction is one in which: a) banks have a credit exposure or potential credit exposure; and b) that credit

exposures or potential credit exposure is hedged in whole or in part by collateral posted by the counter party or by a third

party on behalf of the counter party.
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legal opinions confirming the enforceability of the collateral arrangements in all
relevant jurisdictions.

Low correlation with exposure:- In order for collateral to provide protection, the credit
quality of the obligor and the value of the collateral must not have a material positive
correlation. For example, securities issued by the collateral provider - or by any related
group entity - would provide little protection and so would be ineligible.

Maturity Mismatch:- The maturity of the underlying exposure and the maturity of the
hedge should both be defined conservatively. The effective maturity of the underlying
should be gauged as the longest possible remaining time before the obligor is scheduled
to fulfill its obligation. The collateral must be pledged for at least the life of the
exposure. In case of mismatches in the maturity of the underlying exposure and the
collateral, it shall not be eligible for CRM benefits.

Currency Mismatch:- Ideally the currency of the underlying exposure and the collateral
should be the same. Where the credit exposure is denominated in a currency that differs
from that in which the underlying exposure is denominated, there is a currency
mismatch. Where mismatches occur, it shall be subject to supervisory haircut of 10%.

Risk Management:- While CRM reduces credit risk, it simultaneously may increase
other risks to which a bank is exposed, such as legal, operational, liquidity and market
risks. Therefore, it is imperative that banks employ robust procedures and processes to
control these risks, including strategy; consideration of the underlying credit; valuation;
policies and procedures; systems; control of roll-off risks; and management of
concentration risk arising from the bank's use of CRM techniques and its effect with the
bank's overall credit profile. In case where these requirements are not fulfilled, NRB
may not recognize the benefit of CRM techniques.

Qualifying criteria for guarantee:- A guarantee (counter guarantee) to be eligible must
represent a direct claim on the protection provider and must be explicitly referenced to
specific exposures or a pool of exposures, so that the extent of the cover is clearly
defined and irrefutable. Other than non-payment by a protection purchaser of money
due in respect of the credit protection contract it must be irrevocable in that there must
be no clause in the contract that would increase the effective cost of cover as a result of
deteriorating credit quality in the hedged exposure. It must also be unconditional in that
there should be no clause in the protection contract outside the control of the bank that
could prevent the protection provider from being obliged to pay out in a timely manner
in the event that the original counter party fails to make the payments due.

On the qualifying default or non-payment of the counter party, the bank may in a
timely manner pursue the guarantor for any monies outstanding under the
documentation governing the transaction. The guarantor may make one lump sum
payment of all monies under such documentation to the bank, or the guarantor may
assume the future payment obligations of the counter party covered by the guarantee.
The bank must have the right to receive any such payments from the guarantor without
first having to take legal actions in order to pursue the counter party payment.

b. Eligible Collateral:

1.

Cash deposit (as well as certificates of deposit or fixed deposits or other deposits) with
the bank. The banks may only claim these as CRM only if it has specific authority to
recover the amount from this source in case of default.

Fixed Deposit Receipts/Certificates of deposits/other deposits of other Banks and Fls,
who fulfill the capital adequacy requirements, subject to a 20% supervisory haircut.
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4.2

Gold.
Securities issued by the Government of Nepal and Nepal Rastra Bank.
Guarantee of the Government of Nepal

o o~ w

Financial guarantee/counter guarantee of domestic banks and Fls who meet the
minimum capital adequacy requirements subject to a haircut of 20%.

~

Securities/Financial guarantee/Counter guarantee issued by sovereigns.

8.  Securities/Financial guarantee/Counter guarantee issued by MDBs in the list specified
in3.3b(3&14)

9.  Securities/Financial guarantee/Counter guarantee issued by banks with ECA rating 2 or
better. The supervisory haircut shall be 20% and 50% for the banks with ECA rating of
0-1 and 2 respectively.

C. Methodology for using CRM

Step 1: Identify the accounts eligible for capital relief under credit risk mitigation.
Step 2: Assess the value of the exposure and the eligible collateral.

Step 3: Adjust the value of the eligible collateral in respect of the supervisory haircut in
terms of currency mismatch and other eligibility requirements.

Step 4: Compare the adjusted value of the collateral with the outstanding exposure.

Step 5: The value of the eligible CRM is the lower of the adjusted value of the collateral and
the outstanding exposure.

Step 6: Plot the eligible CRM in the appropriate category of credit risk.

The sum total of net amount of eligible CRM as per “Form No.4 Exhibit of claims with
eligible credit risk mitigants” shall be consistent with the “Form No.3 Eligible Credit Risk
Mitigants” prescribed in this framework.

OPERATIONAL RISK
GENERAL:

Operational risk is the risk of loss resulting from inadequate internal processes, people, and
systems, or from external events. Operational risk itself is not a new concept, and well run banks
have been addressing it in their internal controls and corporate governance structures. However,
applying an explicit regulatory capital charge against operational risk is a relatively new and
evolving idea. Basel Il requires banks to hold capital against the risk of unexpected loss that could
arise from the failure of operational systems.

The most important types of operational risk involve breakdowns in internal controls and corporate
governance. Such breakdowns can lead to financial losses through error, fraud, or failure to perform
in a timely manner or cause the interests of the bank to be compromised in some other way, for
example, by its dealers, lending officers or other staff exceeding their authority or conducting
business in an unethical or risky manner. Other aspects of operational risk include major failure of
information technology systems or events such as major fires or other disasters.

BASIC INDICATOR APPROACH:
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Under the basic indicator approach, banks must hold capital for operational risk equal to the
average over the previous three years of a fixed percentage (denoted alpha) of positive annual gross
income.

The capital charge for operational risk may be expressed as follows:
Keia =[Y(Glin Xa)]/N

where:
Kaia = capital charge under the Basic Indicator Approach
GI = annual gross income, where positive, over the previous three years
N = number of the previous three years for which gross income is positive
o = 15 percent.

NRB shall review the capital requirement produced by this approach for general credibility,
especially in relation to a bank's peers and in the event that credibility is lacking, appropriate
supervisory action under Review Process shall be considered.

Figures for the year, in which annual gross income is negative or zero, should be excluded from
both the numerator and denominator while calculating the average. In case where the gross income
for all of the last three years is negative, 5% of total credit and investments net of specific
provisions shall be considered as the capital charge for operational risk. For this purpose
investments shall comprise of money at call, placements, investment in government securities and
other investments irrespective of currency.

Similarly, in case of new banks which have not completed a year of operation and whose average
gross income cannot be measured reliably, they shall also be required to compute their capital
charge for operational risk vide the same approach as prescribed for banks with negative gross
income. These banks may use the gross income approach from the second year onwards. But, based
on the reasonableness of the so computed capital charge for Operation Risk, during the first three
years of operation, review process may require additional proportion of capital charge if deemed
necessary.

GROSS INCOME:

Gross income is defined as "net Interest Income™ plus "non interest income". It is intended that this
measure should:

a. be gross of any provisions (e.g. for unpaid interest) and write-offs made during the year;

b.  be gross of operating expenses, exclude reversal during the year in respect of provisions and
write-offs made during the previous year(s);

c.  exclude income/gain recognized from the disposal of items of movable and immovable
property;

d.  exclude realized profits/losses from the sale of securities in the “held to maturity” category;,

e.  exclude other extraordinary or irregular items of income and expenditure

Thus, for the purpose of capital adequacy requirements, gross income shall be summation of:

a.  Total operating income as disclosed in Profit and Loss account prepared as per NRB directive
no.4. The total operating income comprises of:

1. Net Interest Income
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2. Commission and Discount Income
3. Other Operating Income
4. Exchange Fluctuation Income
b.  Addition/deduction in the Interest Suspense during the period.

Banks shall use the annual audited financials of the last three years for the computation of gross
income under this approach. Hence, the capital requirement for operational risk for a whole
financial year shall remain constant. Until the accounts are finalized for the financial year, banks
shall use the provisional figures for the period, which should be validated by the internal auditor of
the bank.

COMPUTATION OF RISK WEIGHT:

Operational risk-weighted assets are determined by multiplying the operational risk capital charge
by 9.09 and adding together with the risk weighted exposures for credit risk.

MARKET RISK
DEFINITION OF MARKET RISK:

Market risk is defined as the risk of losses in on-balance sheet and off-balance sheet positions
arising from adverse movements in market prices. The major constituents of market risks are:

a.  The risks pertaining to interest rate related instruments;

b.  Foreign exchange risk (including gold positions) throughout the bank; and
c.  Therisks pertaining to investment in equities and commodities.
SEGREGATION OF INVESTMENT PORTFOLIO:

Banks shall recognize measure, present and disclose the investment instruments as per the
requirement of NFRSs.

NET OPEN POSITION APPROACH:

Out of the various components of market risk, foreign exchange risk is the predominant risk in our
country. The effects of other forms of market risk are minimal. Thus, a net open position approach
has been devised to measure the capital requirement for market risk. As evidenced by its name, this
approach only addresses the risk of loss arising out of adverse movements in exchange rates. This
approach will be consolidated over time to incorporate other forms of market risks as they start to
gain prominence.

The designated Net Open Position approach requires banks to allocate a fixed proportion of capital
in terms of its net open position. The banks should allocate 5 percentage of their net open positions
as capital charge for market risk.

NET OPEN POSITION:

Net open position is the difference between the assets and the liability in a currency. In other words,
it is the uncovered volume of asset or liability which is exposed to the changes in the exchange
rates of currencies. For capital adequacy requirements the net open position includes both net spot
positions as well as net forward positions.

For capital adequacy purposes, banks should calculate their net open position in the following
manner:

a.  Calculate the net open position in each of the foreign currencies.

b.  Convert the net open positions in each currency to NPR as per prevalent exchange rates.
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c.  Aggregate the converted net open positions of all currencies, without paying attention to long
or short positions.

d.  This aggregate shall be the net open position of the bank.
COMPUTATION OF RISK WEIGHT:

Risk-weighted assets in respect of market risk are determined by multiplying the capital charges by
9.09 and adding together with the risk weighted exposures for credit risk.

REVIEW PROCESS
GENERAL:

The supervisory review process of the framework is intended not only to ensure that banks have
adequate capital to support all the risks in their business, but also to encourage banks to develop
and use better risk management techniques in monitoring and managing their risks. It is the
responsibility of the bank management in developing an internal capital assessment process and
setting capital targets that are commensurate with the bank’s risk profile and control environment
beyond the core minimum requirements.

Nepal Rastra Bank recognizes the significance of the relationship between the amount of capital
held by the bank against its risks and the strength and effectiveness of the bank’s risk management
and internal control processes. However, increased capital should not be viewed as the only option
for addressing increased risks confronting the bank. Other means for addressing risk, such as
strengthening risk management, applying internal limits, strengthening the level of provisions and
reserves, and improving internal controls, must also be considered. Furthermore, capital should not
be regarded as a substitute for addressing fundamentally inadequate control or risk management
processes.

There are three main areas that is particularly suited to treatment under this process: risks
considered under minimum capital requirements which are not fully captured it (e.g. credit
concentration risk); those factors not taken into account by the minimum capital requirements (e.g.
business and strategic risk); and factors external to the bank (e.g. business cycle effects).

In order to achieve the objectives of the supervisory review process, this process has been broadly
divided into three parts:

a. Internal Capital Adequacy Assessment Process (ICAAP)
b.  Supervisory Review
C. Supervisory Response

Nepal Rastra Bank has issued INTERNAL CAPITAL ADEQUACY ASSESSMENT
PROCESS (ICAAP) GUIDELINE to provide detail guideline for ICAAP and Supervisory
Review Process. This guideline will also be a part of this framework.

INTERNAL CAPITAL ADEQUACY ASSESSMENT PROCESS:

The internal capital adequacy assessment process (ICAAP) is a comprehensive process which
requires board and senior management oversight, monitoring, reporting and internal control reviews
at regular intervals to ensure the alignment of regulatory capital requirement with the true risk
profile of the bank and thus ensure long-term safety and soundness of the bank. The key
components of an effective ICAAP are discussed below.

a. Board and senior management oversight

Bank management is responsible for understanding the nature and level of risk being taken by
the bank and how this risk relates to adequate capital levels. It is also responsible for ensuring
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that the formality and sophistication of the risk management processes is commensurate with
the complexity of its operations. A sound risk management process, thus, is the foundation
for an effective assessment of the adequacy of a bank’s capital position.

The board of directors of the bank are responsible for setting the bank’s tolerance for risks.
The board should also ensure that management establishes a mechanism for assessing various
risks; develops a system to relate these risks to the bank’s capital level and sets up a method
for monitoring compliance with internal policies. It is equally important that the board instills
strong internal controls and thereby an effective control environment through adoption of
written policies and procedures and ensures that the policies and procedures are effectively
communicated throughout the bank.

The analysis of a bank’s current and future capital requirements in relation to its strategic
objectives is a vital element of the strategic planning process. The strategic plan should
clearly outline the bank’s capital needs, anticipated capital expenditures, desirable capital
level, and external capital sources. Senior management and the board should view capital
planning as a crucial element in being able to achieve its desired strategic objectives.

Sound capital assessment

Another crucial component of an effective ICAAP is the assessment of capital. In order to be
able to make a sound capital assessment the bank should, at minimum, have the following:

o Policies and procedures designed to ensure that the bank identifies, measures, and reports
all material risks;

e A process that relates capital to the level of risk;

e A process that states capital adequacy goals with respect to risk, taking account of the
bank’s strategic focus and business plan; and

e A process of internal control, reviews and audit to ensure the integrity of the overall
management process.

Comprehensive assessment of risks

All material risks faced by the bank should be addressed in the capital assessment process.
Nepal Rastra Bank recognizes that not all risks can be measured precisely. However, bank
should develop a process to estimate risks with reasonable certainties. In order to make a
comprehensive assessment of risks, the process should, at minimum, address the following
forms of risk.

1. Credit risk: Banks should have methodologies that enable them to assess the credit risk
involved in exposures to individual borrowers or counterparties as well as at the
portfolio level. The credit review assessment of capital adequacy, at a minimum,
should cover risk rating systems, portfolio analysis/aggregation, large exposures and
risk concentrations.

Internal risk ratings are an important tool in monitoring credit risk. Internal risk ratings
should be adequate to support the identification and measurement of risk from all credit
exposures, and should be integrated into an institution’s overall analysis of credit risk
and capital adequacy. The ratings system should provide detailed ratings for all assets,
not only for problem assets.

2. Credit concentration risk: Risk concentrations are arguably the single most important
cause of major problems in banks. A risk concentration is any single exposure or group
of exposures with the potential to produce losses large enough (relative to a bank’s
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capital, total assets, or overall risk level) to threaten a bank’s health or ability to
maintain its core operations.

Lending being the primary activity of most banks, credit risk concentrations are often
the most material risk concentrations within a bank. However, risk concentrations can
arise in a bank’s assets, liabilities, or off-balance sheet items, through the execution or
processing of transactions (either product or service), or through a combination of
exposures across these broad categories. Credit risk concentrations are based on
common or correlated risk factors, which, in times of stress, have an adverse effect on
the creditworthiness of each of the individual counterparties making up the
concentration.

Such credit concentrations are not addressed in the minimum capital requirements for
credit risk. Thus, banks should have in place effective internal policies, systems and
controls to identify, measure, monitor, and control their credit risk concentrations.
Banks should explicitly consider the extent of their credit risk concentrations in their
assessment of capital adequacy under review processes. These policies should cover the
different forms of credit risk concentrations to which a bank may be exposed to. Such
concentrations include but are not limited to:

e Significant exposures to an individual counterparty or group of related
counterparty. Banks might also establish an aggregate limit for the management
and control of all of its large exposures as a group;

e Credit exposures to counterparties in the same economic sector or geographic
region;

o Credit exposures to counterparties whose financial performance is dependent on the
same activity or commaodity; and

e Indirect credit exposures arising from a bank’s CRM activities (e.g. exposure to a
similar type of collateral or credit protection provided by a single counterparty or
same collateral in cases of multiple banking).

A bank’s framework for managing credit risk concentrations should be clearly
documented and should include a definition of the credit risk concentrations relevant to
the bank and how these concentrations and their corresponding limits are calculated.
Limits should be defined in relation to a bank’s capital, total assets or, where adequate
measures exist, its overall risk level. A bank’s management should conduct periodic
stress tests of its major credit risk concentrations and review the results of those tests to
identify and respond to potential changes in market conditions that could adversely
impact the bank’s performance.

Operational risk: The failure to properly manage operational risk can result in a
misstatement of an institution’s risk/return profile and expose the institution to
significant losses. Gross income, used in the Basic Indicator Approach is only a proxy
for the scale of operational risk exposure of a bank and can in some cases
underestimate the need for capital. Thus, Banks should develop a framework for
managing operational risk and evaluate the adequacy of capital as prescribed by this
framework. The framework should cover the bank’s appetite and tolerance for
operational risk, as specified through the policies for managing this risk, including the
extent and manner in which operational risk is transferred outside the bank. It should
also include policies outlining the bank’s approach to identifying, assessing, monitoring
and controlling/mitigating the risk.
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4.  Market risk: The prescribed approach for the computation of capital charge for market
risk is very simple and thus may not be directly aligned with the magnitude of risk.
Likewise, the approach only incorporates risks arising out of adverse movements in
exchange rates while ignoring other forms of risks like interest rate risk and equity
risks. Thus, banks should develop a framework that addresses these various forms of
risk and at the same time perform stress tests to evaluate the adequacy of capital.

The use of internal models by the bank for the measurement of market risk is highly
encouraged. Wherever bank's make use of internal models for computation of capital
charge for market risks, bank management should ensure the adequacy and
completeness of the system regardless of the type and level of complexity of the
measurement system as the quality and reliability of the measurement system is largely
dependent on the quality of the data and various assumptions used in the model.

5. Liquidity risk: Liquidity is crucial to the ongoing viability of any financial institution.
The capital positions can have a telling effect on institution’s ability to obtain liquidity,
especially in a crisis. Each bank must have adequate systems for measuring, monitoring
and controlling liquidity risk. Banks should evaluate the adequacy of capital given their
own liquidity profile and the liquidity of the markets in which they operate. Banks are
also encouraged to make use of stress testing to determine their liquidity needs and the
adequacy of capital.

6.  Other risks: Although the ‘other’ risks, such as reputational and strategic risk, are not
easily measurable, banks are expected to take these into consideration as well while
deciding on the level of capital.

Monitoring and reporting

The bank should establish an adequate system for monitoring and reporting risk exposures
and assessing how the bank’s changing risk profile affects the need for capital. The bank’s
senior management or board of directors should, on a regular basis, receive reports on the
bank’s risk profile and capital needs. These reports should allow senior management to:

e Evaluate the level and trend of material risks and their effect on capital levels;

o Evaluate the sensitivity and reasonableness of key assumptions used in the capital
assessment measurement system;

e Determine that the bank holds sufficient capital against the various risks and is in
compliance with established capital adequacy goals; and

e Assess its future capital requirements based on the bank’s reported risk profile and make
necessary adjustments to the bank’s strategic plan accordingly.

Internal control review

A bank’s internal control structure is essential to a sound capital assessment process.
Effective control of the capital assessment process includes an independent review and,
where appropriate, the involvement of internal or external audits. The bank’s board of
directors has a responsibility to ensure that management establishes a system for assessing the
various risks, develops a system to relate risk to the bank’s capital level, and establishes a
method for monitoring compliance with internal policies. The board should regularly verify
whether its system of internal controls is adequate to ensure well-ordered and prudent
conduct of business.

The bank should conduct periodic reviews of its risk management process to ensure its
integrity, accuracy, and reasonableness. Key areas that should be reviewed include:
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e Appropriateness of the bank’s capital assessment process given the nature, scope and
complexity of its activities;

o Identification of large exposures and risk concentrations;
e Accuracy and completeness of data inputs into the bank’s assessment process;
o Reasonableness and validity of scenarios used in the assessment process; and

e Stress testing and analysis of assumptions and inputs.

SUPERVISORY REVIEW:

Nepal Rastra Bank shall regularly review the process by which a bank assesses its capital adequacy,
risk positions, resulting capital levels, and quality of capital held by a bank. Supervisors shall also
evaluate the degree to which a bank has in place a sound internal process to assess capital
adequacy. The emphasis of the review should be on the quality of the bank’s risk management and
controls and should not result in supervisors functioning as bank management. The periodic review
can involve any or a combination of:

On-site examinations or inspections;
Off-site review;
Discussions with bank management;

Review of work done by external auditors (provided it is adequately focused on the necessary
capital issues); and

Periodic reporting.

Some of the key areas which will be reviewed during the supervisory review process are discussed
hereunder

a.

Review of adequacy of risk assessment

NRB shall assess the degree to which internal targets and processes incorporate the full range
of material risks faced by the bank. Supervisors shall also review the adequacy of risk
measures used in assessing internal capital adequacy and the extent to which these risk
measures are also used operationally in setting limits, evaluating business line performance,
and evaluating and controlling risks more generally. Supervisors shall consider the results of
sensitivity analyses and stress tests conducted by the institution and how these results relate
to capital plans.

Assessment of capital adequacy

NRB shall review the bank’s processes to determine that:

e Target levels of capital chosen are comprehensive and relevant to the current operating
environment;

e These levels are properly monitored and reviewed by senior management; and
e The composition of capital is appropriate for the nature and scale of the bank’s business.

NRB shall also consider the extent to which the bank has provided for unexpected events in
setting its capital levels. This analysis should cover a wide range of external conditions and
scenarios, and the sophistication of techniques and stress tests used should be commensurate
with the bank’s activities.

gug “@” 3%



Assessment of the control environment

NRB shall consider the quality of the bank’s management information reporting and systems,
the manner in which business risks and activities are aggregated, and management’s record in
responding to emerging or changing risks. In all instances, the capital level at an individual
bank should be determined according to the bank’s risk profile and adequacy of its risk
management process and internal controls. External factors such as business cycle effects and
the macroeconomic environment should also be considered.

Supervisory review of compliance with minimum standards

In order to obtain relief as per this framework banks are required to observe a number of
requirements, including risk management standards and disclosures. In particular, banks will
be required to disclose features of their internal methodologies used in calculating minimum
capital requirements. As part of the supervisory review process, supervisors must ensure that
these conditions are being met on an ongoing basis. Likewise, the supervisors must ensure
that qualifying criteria as specified in the framework are continuously being met as these
criteria are developed as benchmarks that are aligned with bank management expectations for
effective risk management and capital allocation.

Significance of risk transfer

Securitization or credit sale agreements with recourse may be carried out for purposes other
than credit risk transfer (e.g. funding). Where this is the case, there might still be a limited
transfer of credit risk. However, for an originating bank to achieve reductions in capital
requirements, the risk transfer arising from a securitization or credit sale has to be deemed
significant by the NRB. If the risk transfer is considered to be insufficient or non existent,
NRB can require the application of a higher capital requirement or, alternatively, may deny a
bank from obtaining any capital relief from the securitization or transfer agreements.
Therefore, the capital relief that can be achieved will correspond to the amount of credit risk
that is effectively transferred.

Credit Risk Mitigants

In case when the eligibility requirements are not fulfilled, NRB will not consider Credit Risk
Mitigants in allocating capital. Similarly, CRM may give rise to residual risks, which may
render the overall risk reduction less effective. Where, these risks are not adequately
controlled by the bank, NRB may impose additional capital charges or take other appropriate
supervisory actions.

Operational risk and Market Risk

The framework prescribes simple approaches for allocating capital for operational and market
risk which may not be directly aligned with the volume and complexity of risk. Thus, the
supervisor shall consider whether the capital requirements generated by the prescribed
approaches gives a consistent picture of the individual bank's risk exposure in comparison
with the peer group and the banking industry at large. Where NRB is convinced such is not
the case, appropriate supervisory response is warranted.

Market Discipline

The framework requires banks to disclose various key informations about their business on a
periodic basis. It is imperative that the banks discharge their obligations under the disclosure
requirements in order to be eligible to claim benefits of CRM. In line with the utmost
significance of this requirement, the supervisor shall review the adequacy of the disclosures.
As a part of this process itself, the supervisor shall regularly review the website of the banks
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and review the contents of the site. Wherever the review process identifies any shortcomings
or non-compliances, appropriate supervisory response shall be initiated.

6.4 SUPERVISORY RESPONSE:

Nepal Rastra Bank expects banks to operate above the minimum regulatory capital ratios.
Wherever, NRB is not convinced about the risk management practices and the control environment,
it has the authority to require banks to hold capital in excess of the minimum.

a. Supervisory adjustments in risk weighted assets and capital

Having carried out the review process as described above, supervisors should take
appropriate action if they are not satisfied with the results of the bank’s own risk assessment
and capital allocation. In such a scenario, NRB shall be empowered to undertake any or
combination of the following adjustments in the banks risk weighted assets and regulatory
capital computations.

1. Shortfall in provisions made by the bank against adversely classified assets shall be
deducted from the Tier 1 capital.

2. The loans and facilities extended to Directors, Employees (other than loans given under
Employee rules), Shareholders holding more than 1% percent shares and related parties
as well as loans, advances and facilities restricted by the prevailing rules and
regulations shall be deducted from Tier 1 capital.

3. In case the bank has provided loans and facilities in excess of its Single Obligor Limits,
10% of all such excess exposures shall be added to the risk weighted exposure for
credit risk.

4, Where the bank has been involved in the sale of credit with recourse facility, 1% of the
contract (sale) value shall be added to the risk weight for credit risk.

5. Where the banks do not have satisfactory Assets Liability Management policies and
practices to effectively manage the market risks, an additional risk weight of 1% of Net
Interest Income of the immediate previous financial year shall be added to the risk
weight for market risk

Where the Net Interest Income of the immediate previous financial year is negative, 1%
of the total credit and investments net of specific provisions shall be the capital charge
for unsatisfactory ALM policies and practices.

6.  Where the bank's net liquid asset to total deposit ratio is less than 20%, a risk weight of
1% (as given in the table below) of total deposit, for each percent or portion of percent
shortfall in such ratio, is added to total of the Risk Weighted Exposures.

Net liquid asset to total deposit| A risk weight to be added to the Risk Weighted
ratio Exposures

19% - less than 20% 1% of total deposit

18% - less than 19% 2% of total deposit

17% - less than 18% 3% of total deposit

16% - less than 17% 4% of total deposit

15% - less than 16% 5% of total deposit and so on.

For this purpose, liquid assets include cash and bank balances, money at call & short
notice, placement up to 90 days and investment in government securities. Borrowings
repayable up to 90 days is deducted from liquid assets to obtain net liquid assets.
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7. Where the banks do not adopt sound practices for the management of operational risk,
an additional capital charge of 2% to 5% of Gross Income of Immediate previous
financial year shall be levied for operational risks.

8. Where the Gross Income determined for computation of capital charge of Operational
Risk for all of the last three years is negative and where the banks themselves have not
addressed the capital charge for operational risk, 5% of the total credit and investments
net of specific provisions shall be the capital charge for operational risk.

New banks who have not completed a year of operation and hence whose gross income
cannot be measured reliably and where the banks themselves have not addressed the
capital charge for operational risk, shall also be required to compute their capital charge
for operational risk vide the same approach as prescribed for banks with negative gross
income. These banks may use the gross income approach from the second year
onwards. But, based on the reasonableness of the so- computed capital charge for
Operation Risk, during the first three years of operation, review process may require
additional proportion of capital charge.

9.  During the course of review, where the supervisor is not satisfied with the overall risk
management policies and procedures of the bank, the total risk weighted exposures of
the bank shall be increased up to 5%.

10. In case the bank has not achieved the desired level of disclosure requirements, the total
risk weighted exposures of the bank shall be increased up to 3%.

11. Banks that do not meet the eligibility requirements to claim the benefit under credit risk
mitigation techniques shall not be allowed the benefit of CRM.

b. Corrective Actions for Non-Compliances

1. The failure on part of the banks to meet the provisions of this framework shall be
considered as a violation of the NRB directives and shall attract stipulated actions. The
nature of the enforcement action largely depends on degree of the capital adequacy of
the bank. The trigger points and the prescribed action in case of non-compliance shall
be as per the provisions of Prompt Corrective Action Byelaw 2074 propounded by
Nepal Rastra Bank.

DISCLOSURE
GENERAL:

The purpose of disclosure requirements is to complement the minimum capital requirements and
the review process by developing a set of disclosure requirements which will allow market
participants to assess key pieces of information on the scope of application, capital, risk exposures,
risk assessment processes, and hence the capital adequacy of the bank. It is believed that providing
disclosures that are based on a common framework is an effective means of informing the market
about a bank’s exposure to those risks and provides a consistent and comprehensive disclosure
framework that enhances comparability. The importance of disclosure is more pronounced in cases
of banks that rely on internal methodologies in assessing capital requirements.

DISCLOSURE PRINCIPLES:

Banks should have a formal disclosure policy approved by the Board of directors that addresses the
bank’s approach for determining what disclosures it will make and the internal controls over the
disclosure process. In addition, banks should implement a process for assessing the appropriateness
of their disclosures, including validation and frequency. While deciding on the disclosure policy,
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the board should pay due attention to strike a balance between materiality and proprietary and
confidential information.

a. Materiality

Besides the minimum prescribed disclosure requirements, a bank should decide which
additional disclosures are relevant for it based on the materiality concept. Information would
be regarded as material if its omission or misstatement could change or influence the
assessment or decision of a user relying on that information for the purpose of making
economic decisions.

b. Proprietary and confidential information

Proprietary information encompasses information (for example on products or systems), that
if shared with competitors would render a bank’s investment in these products/systems less
valuable, and hence would undermine its competitive position. Information about customers
is often confidential, in that it is provided under the terms of a legal agreement or
counterparty relationship. This has an impact on what banks should reveal in terms of
information about their customer base, as well as details on their internal arrangements, for
instance methodologies used, parameter estimates, data etc. The disclosure requirements set
out below by NRB aims to strike an appropriate balance between the need for meaningful
disclosure and the protection of proprietary and confidential information.

VALIDATION:

The disclosures of the bank should be subjected to adequate validation. In addition, supplementary
material (such as Management’s Discussion and Analysis) that is published should also be
subjected to sufficient scrutiny (e.g. internal control assessments, etc.) to satisfy the validation
issue. If material is not published under a validation regime, for instance in a stand alone report or
as a section on a website, then management should ensure that appropriate verification of the
information takes place, in accordance with the general disclosure principles.

DISCLOSURE REQUIREMENTS:

Banks should at minimum, disclose the following information at the stipulated time intervals. At
the same time, banks shall be free to disclose any other information they consider important for its
stakeholders as and when they consider necessary, beyond the prescribed requirements.

a.  Banks should provide the following disclosures as at the end of each financial year along with
the annual financial statements.

1.  Capital structure and capital adequacy
o Tier 1 capital and a breakdown of its components;
o Tier 2 capital and a breakdown of its components;

o 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.

o Deductions from capital;
o Total qualifying capital;
o Capital adequacy ratio;

o Summary of the bank’s internal approach to assess the adequacy of its capital to
support current and future activities, if applicable; and
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o Summary of the terms, conditions and main features of all capital instruments,
especially in case of subordinated term debts including hybrid capital instruments.

Risk exposures
o Risk weighted exposures for Credit Risk, Market Risk and Operational Risk;
o Risk Weighted Exposures under each of 11 categories of Credit Risk;
o Total risk weighted exposure calculation table;
o Amount of NPAs (both Gross and Net)
» Restructure/Reschedule Loan
» Substandard Loan
» Doubtful Loan

» Loss Loan

o NPA ratios

» Gross NPA to gross advances

» Net NPA to net advances

Movement of Non Performing Assets

Write off of Loans and Interest Suspense

Movements in Loan Loss Provisions and Interest Suspense

Details of additional Loan Loss Provisions

Segregation of investment portfolio into Held for trading, Held to maturity and

Available for sale category

Risk Management Function

o For each separate risk area (Credit, Market and Operational risk), banks must
describe their risk management objectives and policies, including:

O O O O O

» Strategies and processes;

» The structure and organization of the relevant risk management function;
» The scope and nature of risk reporting and/or measurement systems; and
>

Policies for hedging and/or mitigating risk and strategies, and processes for
monitoring the continuing effectiveness of hedges/mitigants.

o Types of eligible credit risk mitigants used and the benefits availed under CRM.

All commercial banks should make following disclosures on a quarterly basis on their
respective websites.

O
@)
O

O O O O O O

Tier 1 capital and a breakdown of its components;

Tier 2 capital and a breakdown of its components;

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.

Deductions from capital;

Total qualifying capital;

Capital adequacy ratio;

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

Risk Weighted Exposures under each of 11 categories of Credit Risk;

Total risk weighted exposure calculation table;

.@-U_E'; (l@-” Xq



o Amount of NPAs (both Gross and Net)
» Restructure/Reschedule Loan
» Substandard Loan
» Doubtful Loan
» Loss Loan
o NPA ratios
» Gross NPA to gross advances
» Net NPA to net advances
Movement of Non Performing Assets
Write off of Loans and Interest Suspense
Movements in Loan Loss Provisions and Interest Suspense
Details of Additional Loan Loss Provisions
Segregation of investment portfolio into Held for trading, Held to maturity and Available
for sale category
o Summary of the bank’s internal approach to assess the adequacy of its capital to support
current and future activities, if applicable; and
o Summary of the terms, conditions and main features of all capital instruments, especially
in case of subordinated term debts including hybrid capital instruments.
Disclosure requirements under this framework should also be published in the respective
websites of the banks. Such disclosures of the banks should also be updated to reflect the
capital adequacy position of the banks after the supervisory adjustments under the review
process. Banks that do not host a website yet are required to make the necessary
arrangements to host a website immediately.
Banks are required to report to NRB their capital adequacy computations, according to the
format as specified in Annexure of this framework on a monthly basis within one month after
the end of the month or as required by NRB from time to time. All such returns has to be
validated by the internal auditor of the bank. If the monthly internal audit couldnot be carried
out, it should be disclosed on the monthly returns. But, such returns at the end of the quarter
must be submitted with the validation from the internal auditor of the bank.

O O O O O

Besides the returns specified above, a bank must inform NRB within 30 days of:

1. Any breach of the minimum capital adequacy requirements set out in this framework
together with an explanation of the reasons for the breach and the remedial measures it
has taken to address those breaches.

2. Any concerns it has about its capital adequacy, along with proposed measures to address
these concerns.

Full compliance of these disclosure requirements is a pre-requisite before banks can obtain
any capital relief (i.e., adjustments in the risk weights of collateralized or guaranteed
exposures) in respect of any credit risk mitigation techniques.
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FORM NO. 1 CAPITAL ADEQUACY TABLE (Summary)

(Rs.In .....)
Particulars Current Period Previous Period
Common Equity Tier 1 Capital
Tier 1 Capital
Tier 2 Capital
Total Capital

Risk-Weighted Exposures

Regulatory Ratios

Current Period

Previous Period

Leverage Ratio

Common Equity Tier 1 to Risk Weighted Exposure Ratio

Tier 1

to Risk Weighted Exposure Ratio

Total Capital to Risk Weighted Exposure Ratio

FORM NO. 1A CAPITAL ADEQUACY TABLE

(Rs.In .....)
1. 1 Risk Weighted Exposures Current Period Prey|ous
Period
a Risk Weighted Exposure for Credit Risk
b Risk Weighted Exposure for Operational Risk
C Risk Weighted Exposure for Market Risk
Adjustments under Pillar |1
Adjustment as per SRP 6.4a (5)
Adjustment as per SRP 6.4a (6)
Adjustment as per SRP 6.4a (7)
Adjustment as per SRP 6.4a (9)
Adjustment as per SRP 6.4a (10)
Total Risk Weighted Exposures (After Bank's adjustments of Pillar I1)
1.2 CAPITAL Current Period | Frevious
Period
Tier 1 Capital (Core Capital) (CET1 +AT1) 0 0
Common Equity Tier 1 (CET 1) 0 0

Paid up Equity Share Capital

Equity Share Premium

Proposed Bonus Equity Shares

Statutory General Reserves

Retained Earnings

Un-audited current year cumulative profit/(Loss)

Capital Redemption Reserve

Capital Adjustment Reserve

Debenture Redemption Reserve

Dividend Equalization Reserves

Bargain purchase gain

Other Free Reserve

Less: Goodwill

Less: Intangible Assets

Less: Fictitious Assets

S lo|S (3|7 |= e | |a|o o)

Less: Investment in equity in licensed Financial Institutions
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Less: Investment in equity of institutions with financial interests

Less: Investment in equity of institutions in excess of limits

Less: Investments arising out of underwriting commitments

Less: Reciprocal crossholdings

Less: Purchase of land & building in excess of limit & unutilized

Less: Cash Flow Hedge

Less: Defined Benefit Pension Assets

Less: Un recognized Defined Benefit Pension Liabilities

Less: Negative balance of reserve accounts

NIKIXIs|I<|e|7e [T e

Less: Other Deductions

Adjustments under Pillar 11
Less: Shortfall in Provision (6.4 a 1)

Less: Loans and Facilities extended to Related Parties and
Restricted lending

Additional Tier 1 (AT1)

a Perpetual Non-Cumulative Preference Share Capital

b Perpetual Debt Instruments

c Stock Premium

Supplementary Capital (Tier I1) 0 0
a Cumulative and/or Redeemable Preference Share

b Subordinated Term Debt

C Hybrid Capital Instruments

d Stock Premium

e General loan loss provision

f Exchange Equalization Reserve

g Investment Adjustment Reserve

h Assets Revaluation Reserve

i Other Reserves

Total Capital Fund (Tier | and Tier 1) 0 0
1.3 CAPITAL ADEQUACY RATIOS Current Period ﬁ;ﬂgg”s

Common Equity Tier 1 Capital to Total Risk Weighted Exposures (After
Bank's adjustments of Pillar I1)

Tier 1 Capital to Total Risk Weighted Exposures (After Bank's
adjustments of Pillar 11)

Tier 1 and Tier 2 Capital to Total Risk Weighted Exposures (After Bank's
adjustments of Pillar 11)

«*The balance of employee training and capacity development fund, Corporate Social Responsibilty Fund,
Regulatory Reserve and other funds that are restricted for distribution and Fair Value Reserve, Actuarial Loss

(positive figure from OCI) should not be included in Other Free Reserve

*FHATY TAAT AT P, WA AHITF I i, e srer s fFfaa sirer aar Fair Value
Reserve, Actuarial Loss &1 &MTcH® I6H W&l OC| ate fafsiar et Joirehiaar Jamant 9 arge & |

Note: this table should be based on the figures as reported in financial statements, as per applicable

reporting standards.
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FORM NO. 2: RISK WEIGHTED EXPOSURE FOR CREDIT RISK

(Rs.An .....)
Specific
Provision
Book & . . Risk
. |Eligible|  Net Risk .
Valu | Valuatio ; Weighted
A. Balance Sheet Exposures o n CRM | Value |Weight Exposures
Adjustm
ent
a b c d=a-b-c e f=d*e
Cash Balance 0 0 0 0% 0
Balance With Nepal Rastra Bank 0 0 0 0% 0
Gold 0 0 0 0% 0
Investment in Nepalese Government Securities | 0 0 0 0% 0
All Claims on Government of Nepal 0 0 0 0% 0
Investment in Nepal Rastra Bank securities 0 0 0 0% 0
All claims on Nepal Rastra Bank 0 0 0 0% 0
Claims on Foreign Government and Central 0
Bank (ECA 0-1) 0 0 0 0% 0
Claims on Foreign Government and Central 0
Bank (ECA -2) 0 0 0 0 20% 0
Claims on Foreign Government and Central 0
Bank (ECA -3) 0 0 0 0 50% 0
Claims on Foreign Government and Central 0
Bank (ECA-4-6) 0 0 0 0 100% 0
Claims on Foreign Government and Central 0
Bank (ECA -7) 0 0 0 0 150% 0
Claims On BIS, IMF, ECB, EC and on
Multilateral Development Banks (MDB's) | 0 0 0 0% 0
recognized by the framework
Claims on Other Multilateral Development 0 0 0 0 100% 0
Banks
Claims on Domestic Public Sector Entity 0 0 0 0 100% 0
Claims on Public Sector Entity (ECA 0-1) 0 0 0 0 20% 0
Claims on Public Sector Entity (ECA 2) 0 0 0 0 50% 0
Claims on Public Sector Entity (ECA 3-6) 0 0 0 0 100% 0
Claims on Public Sector Entity (ECA 7) 0 0 0 0 150% 0
Claims on domestlc banks that meet capital 0 0 0 0 20% 0
adequacy requirements
Cla!ms on domestic _banks that do not meet 0 0 0 0 100% 0
capital adequacy requirements
Claims on foreign bank (ECA Rating 0-1) 0 0 0 0 20% 0
Claims on foreign bank (ECA Rating 2) 0 0 0 0 50% 0
Claims on foreign bank (ECA Rating 3-6) 0 0 0 0 100% 0
Claims on foreign bank (ECA Rating 7) 0 0 0 0 150% 0
Claims on foreign bank incorporated in
SAARC region and China operating with a| 0 0 0 0 20% 0

buffer of 1% above their respective regulatory
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Claims on Domestic Corporate (Credit rating

0

Score equivalent to AAA) 0 0 0 0 S0% 0
Claims on Domestic Corporate(Credit rating 0
Score equivalent to AA+to AA-) 0 0 0 0 70% 0
Claims on Domestic Corporate(Credit rating 0
Score equivalentto A+ to A- ) 0 0 0 0 80% 0
Claims on Domestic Corporate(Credit rating 0
Score equivalent to BBB* & below) 0 0 0 0 100% 0
Claims on Domestic Corporate (Unrated) 0 0 0 0 100% 0
Claims on Foreign Corporates (ECA 0-1) 0 0 0 0 20% 0
Claims on Foreign Corporates (ECA 2) 0 0 0 0 50% 0
Claims on Foreign Corporates (ECA 3-6) 0 0 0 0 100% 0
Claims on Foreign Corporates (ECA 7) 0 0 0 0 150% 0
Regulatory Retail Portfolio (Not Overdue) 0 0 0 0 75% 0
Clal_ms fulfilling aII_ criterion of regulatory 0 0 0 0 100% 0
retail except granularity
Claims secured by residential properties 0 0 0 0 60% 0
Clalms_ not fully secured by residential 0 0 0 0 150% 0
properties
Claims secured by residential properties 0 0 0 0 100% 0
(Overdue)
Claims secured by Commercial real estate 0 0 0 0 100% 0
Pas_t dug claims (gxcept for claim secured by 0 0 0 0 150% 0
residential properties)
High Risk claims 0 0 0 0 150% 0
Investments in equity and other capital
instruments of institutions listed in the stock | 0 0 0 0 100% 0
exchange
Investments in equity and other capital
instruments of institutions not listed in the | 0 0 0 0 150% 0
stock exchange
Staff loan secured by residential property 0 0 0 0 50% 0
Intere_s_t Receivable/claim on government 0 0 0 0 0% 0
securities
Cash in transit e_md other cash items in the 0 0 0 0 20% 0
process of collection
Other Assets (as per attachment) 0 0 0 0 100% 0

TOTAL 0 0 0 0 0

Bouk Specific |Eligible Risk | . RisK
B. Off Balance Sheet Exposures Valu | Provision | CRM Net Value Weight I\ENelghted
e Xposures
a b c d=a-b-c e f=d*e

Revocable Commitments 0 0 0 0% 0
Bills Under Collection 0 0 0 0% 0
Forward Exchange Contract Liabilities 0 0 0 0 10% 0
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LC Commitments With Original Maturity
Upto 6 months 0 0 0 0 20% 0
domestic counterparty
foreign counterparty (ECA Rating 0-1) 0 0 0 0 20% 0
foreign counterparty (ECA Rating 2) 0 0 0 0 50% 0
foreign counterparty (ECA Rating 3-6) 0 0 0 0 100% 0
foreign counterparty (ECA Rating 7) 0 0 0 0 150% 0
LC Commitments With Original Maturity
Over 6 months 0 0 0 0 50% 0
domestic counterparty
foreign counterparty (ECA Rating 0-1) 0 0 0 0 20% 0
foreign counterparty (ECA Rating 2) 0 0 0 0 50% 0
foreign counterparty (ECA Rating 3-6) 0 0 0 0 100% 0
foreign counterparty (ECA Rating 7) 0 0 0 0 150% 0
Bid Bond, Performance Bond and Counter
guarantee 0 0 0 0 40% 0
domestic counterparty
foreign counterparty (ECA Rating 0-1) 0 0 0 0 20% 0
foreign counterparty (ECA Rating 2) 0 0 0 0 50% 0
foreign counterparty (ECA Rating 3-6) 0 0 0 0 100% 0
foreign counterparty (ECA Rating 7) 0 0 0 0 150% 0
Underwriting commitments 0 0 0 0 50% 0
Lendl_ng of Bank's Securities or Posting of 0 0 0 0 100% 0
Securities as collateral
Repurchase Agreements, Assets sale with 0 0 0 0 100% 0
recourse
Advance Payment Guarantee 0 0 0 0 100% 0
Financial Guarantee 0 0 0 0 100% 0
Acceptances and Endorsements 0 0 0 0 100% 0
Unpal_d_ portion of Partly paid shares and 0 0 0 0 100% 0
Securities
Irrevocable Credit commitments (short term) 0 0 0 0 20% 0
Irrevocable Credit commitments (long term) 0 0 0 0 50% 0
Claims on foreign bank incorporated in
SAARC region operating with a buffer of _1% 0 0 0 0 20% 0
above their respective regulatory capital
requirement
Other Contingent Liabilities 0 0 0 0 100% 0
Unpaid Guarantee Claims 0 0 0 0 200% 0
TOTAL 0 0 0 0 0
Total RWE for credit Risk Before Adjustment
(A) +(B) 0 0 0 0 0
Adjustments under Pillar 11
Add: 10% of the loan and facilities in excess 0
of Single Obligor Limits(6.4 a 3)
Add: 1% of the contract(sale) value in case of
the sale of credit with recourse (6.4 a 4)
Total RWE for credit Risk (After Bank's
adjustments of Pillar I1)
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FORM NO.3 ELIGIBLE CREDIT RISK MITIGANTS

Credit exposures

Deposits
with Bank

Deposits
with
other

banks/FI

Gold

Govt.
&
NRB
Securit
ies

G'tee
of
Govt.
of
Nepal

Sec/
G'tee of
Other
Soverei
gns

G'tee of
domest
ic
banks

G'tee
of
MD
Bs

Sec/
G'tee of
Foreign

Banks

Total

(a)

(b)

(©)

(d)

(€)

()

(9)

(h)

(i)

Balance Sheet Exposures

Claims on Foreign government and
Central Bank (ECA -2)

Claims on Foreign government and
Central Bank (ECA -3)

Claims on Foreign government and
Central Bank (ECA-4-6)

Claims on Foreign government and
Central Bank (ECA -7)

Claims on Other Multilateral Development
Banks

Claims on Domestic Public Sector Entity

Claims on Public Sector Entity (ECA 0-1)

Claims on Public Sector Entity (ECA 2)

Claims on Public Sector Entity (ECA 3-6)

Claims on Public Sector Entity (ECA 7)

o|ojo|o

Claims on domestic banks that meet
capital adequacy requirements

o

Claims on domestic banks that do not meet
capital adequacy requirements

Claims on foreign bank (ECA Rating 0-1)

Claims on foreign bank (ECA Rating 2)

Claims on foreign bank (ECA Rating 3-6)

Claims on foreign bank (ECA Rating 7)

o|jo|o|o|o

Claims on foreign bank incorporated in
SAARC region and China operating with a
buffer of 1% above their respective
regulatory capital requirement

Claims on Domestic Corporates

Claims on Foreign Corporates (ECA 0-1)

Claims on Foreign Corporates (ECA 2)

Claims on Foreign Corporates (ECA 3-6)

Claims on Foreign Corporates (ECA 7)

Regulatory Retail Portfolio (Not Overdue)

Claims fulfilling all criterion of regulatory
retail except granularity

[ellelle]lle]lelle}le]

Claims secured by residential properties

o

Claims not fully secured by residential
properties

Claims secured by residential properties
(Overdue)

Claims secured by Commercial real estate
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Credit exposures

Deposits
with Bank

Deposits
with
other

banks/FI

Gold

Govt.
&
NRB
Securit
ies

G'tee
of
Govt.
of
Nepal

Sec/
G'tee of
Other
Soverei
gns

G'tee of
domest
ic
banks

G'tee
of
MD
Bs

Sec/
G'tee of
Foreign

Banks

Total

(a)

(b)

(©)

(d)

(€)

()

(9)

(h)

(i)

Past due claims (except for claim secured
by residential properties)

High Risk claims

o

Investments in equity and other capital
instruments of institutions listed in the
stock exchange

Investments in equity and other capital
instruments of institutions not listed in the
stock exchange

Other Assets (as per attachment)

Total

Off Balance Sheet Exposures

Forward Exchange Contract Liabilities

LC Commitments With Original Maturity
Upto 6 months
domestic counterparty

foreign counterparty (ECA Rating 0-
1)

foreign counterparty (ECA Rating 2)

foreign counterparty (ECA Rating 3-6)

foreign counterparty (ECA Rating 7)

LC Commitments With Original Maturity
Over 6 months
domestic counterparty

o|o|o|o

foreign counterparty (ECA Rating 0-1)

foreign counterparty (ECA Rating 2)

foreign counterparty (ECA Rating 3-6)

foreign counterparty (ECA Rating 7)

Bid Bond, Performance Bond and Counter
guarantee
domestic counterparty

o000 |O|Oo

foreign counterparty (ECA Rating 0-1)

foreign counterparty (ECA Rating 2)

foreign counterparty (ECA Rating 3-6)

foreign counterparty (ECA Rating 7)

Underwriting commitments

Lending of Bank's Securities or Posting of
Securities as collateral

OO0 |0|0|Oo

Repurchase Agreements, Assets sale with
recourse

o

Advance Payment Guarantee

Financial Guarantee

Acceptances and Endorsements

Unpaid portion of Partly paid shares and

o|o|lo|o
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Credit exposures Deposits |Deposits| Gold | Govt. | Gtee | Sec/ |G'tee of| G'tee| Sec/ |Total
with Bank| with & of |G'tee of|domest| of |G'tee of
other NRB | Govt. | Other ic | MD |Foreign
banks/FI Securit| of |Soverei| banks | Bs | Banks
ies |Nepal | gns
(a) (b) (€ |d) & | @ () |()
Securities
Irrevocable Credit commitments (Short 0
Term)
Irrevocable Credit commitments (Long
Term)
Other Contingent Liabilities 0
Total
Grand Total
FORM NO.4 EXHIBIT OF CLAIMS WITH CREDIT RISK MITIGANTS
(Rs.dn ................)
S.N. | Counterparty Category | Facility | Outstanding Eligible CRM
Nature | Gross Haircut | Net
Amount Amount
FORM NO.5 OTHER ASSETS
S.No. | Assets Gross Amount Specific Net
Provision & | Balance
Valuation
Adjustment
1 Current tax assets 0
2 Investment property 0
3 Property and equipment 0
4 Assets held for sale 0
5 Other non-banking assets 0
6 Bills receivable 0
7 Accounts receivable 0
8 Accrued income 0
9 Prepayment and deposits 0
10 Income tax deposits 0
11 Deferred employee expenditure 0
12 Others
TOTAL 0 0 0
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FORM NO. 6: RISK WEIGHTED EXPOSURE FOR OPERATIONAL RISK

Particulars FY ...... FY ... FY ......
Net Interest Income

Commission and Discount Income

Other Operating Income

Exchange Fluctuation Income

Addition/Deduction in Interest Suspense during the period

Gross income (a)

Alfa (b) 15% 15% 15%
Fixed Percentage of Gross Income [c=(axb)]

Capital Requirement for operational risk (d) (average of c)

Risk Weight (reciprocal of capital requirement of 11%) in

times (e) 9.09
Equivalent Risk Weight Exposure [f=(dxe)]

PILLAR-II ADJUSTMENTS

If Gross Income for all the last three years is negative(6.4 a 8)

Total Credit and Investment (net of Specific Provision)

Capital Requirement for operational risk (5%)

Risk Weight (reciprocal of capital requirement of 11%) in

times 9.09
Equivalent Risk Weight Exposure [g]

Equivalent Risk Weight Exposure [h=f or g)

FORM NO.7 RISK WEIGHTED EXPOSURE FOR MARKET RISK

S.No. | Currency Open Position (FCY)

Open Position (NPR)

Relevant Open Position

INR

usD

GBP

EURO

THB

O INOO || BD W[N]

9 |

Total Open Position ()

Fixed Percentage (b) 5%
Capital Charge for Market Risk [c=(axb)]
Risk Weight (reciprocal of capital requirement of 11%) in times (d) 9.09

Equivalent Risk Weight Exposure [e=(cxd)]
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FORM NO. 8 NET LIQUID ASSETS TO TOTAL DEPOSIT RATIO

(Rs.In .....)

Particulars

Amount

Total Deposit and Borrowing (A)

Total Deposit(as per NRB Ni.Fa. 9.1)

Total Borrowing(as per NRB Ni.Fa. 9.1)

Liquid Assets (B)

Cash(9.1)

Bank Balance(9.1)

Money at call and short notice (9.1)

Investment in government Securities(9.1)

Placement upto 90 days

Borrowings payable upto 90 days (C)

Net Liquid Assets (D)=(B-C)

Net Liquid Assets to Total Deposit

Shortfall in Ratio

Amount to be added to Risk Weighted Exposures

FORM NO.: 9 Leverage Ratio

(Rs.In .....)

Particulars

Amount

A | Exposure Measure

1. On balance sheet Assets(net of specific provisioning and valuation
adjustment)

2. Repurchase agreements and securities finance

3. Derivatives

4. Off balance sheet exposure

B | Capital Measure

1. Common Equity Tier 1 Capital (After regulatory Adjustment)

2. Additional Tier 1 Capital

%

C | Leverage Ratio

Note (if any):
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Capital Adequacy Framework
2007
(Updated July 2008)

INTRODUCTION
BACKGROUND:

Prior to 1988, there was no uniform international regulatory standard for setting bank capital
requirements. In 1988, the Basel Committee on Banking Supervision (BCBS)! developed the
Capital Accord, which is known as Basel |, to align the capital adequacy requirements applicable
especially to banks in G-10 countries. Basel | introduced two key concepts. First, it defined what
banks could hold as capital, as well as designating capital as Tier 1 or Tier 2 according to its loss-
absorbing or creditor-protecting characteristics. The second key concept introduced in Basel | was
that capital should be held by banks in relation to the risks that they face. The major risks faced by
banks relate to the assets held on balance sheet. Thus, Basel I calculated banks’ minimum capital
requirements as a percentage of assets, which are adjusted in accordance to their riskiness and
assigning risk weights to assets. Higher weights are assigned to riskier assets such as corporate
loans, and lower weights are assigned to less risky assets, such as exposures to government.

The BCBS released the "International Convergence of Capital Measurements and Capital
Standards: Revised Framework", popularly known as Basel II, on June 26, 2004. This framework
was updated in November 2005 and a comprehensive version of the framework was issued in June
2006. Basel Il builds significantly on Basel | by increasing the sensitivity of capital to key bank
risks. In addition, Basel Il recognizes that banks can face a multitude of risks, ranging from the
traditional risks associated with financial intermediation to the day-to-day risks of operating a
business as well as the risks associated with the ups and downs of the local and international
economies. As a result, the new framework more explicitly associates capital requirements with the
particular categories of major risks that banks face.

The new capital framework also recognizes that large, usually internationally active banks have
already put in place sophisticated approaches to risk measurement and management based on
statistical inference rather than judgement alone. Thus, the framework allows banks, under certain
conditions, to use their own ‘internal’ models and techniques to measure the key risks that they
face, the probability of loss, and the capital required to meet those losses. In developing the new
framework, the Basel Committee wanted to incorporate many elements that help promote a sound
and efficient financial system over and above the setting of minimum capital requirements. With
this in mind, the Basel Il framework incorporates three complementary ‘pillars’ that draw on the
range of approaches to help ensure that banks are adequately capitalised in commensurate with their
risk profile.

The Basel Committees on Banking Supervision's (BCBS) recommendations on capital accord are
important guiding framework for the regulatory capital requirement to the banking industry all over
the world and Nepal is no exception. Realizing the significance of capital for ensuring the safety

13

The Basel Committee on Banking Supervision is a committee of banking supervisory authorities that was established

by the central bank governors of the Group of Ten countries in 1975. It consists of senior representatives of bank supervisory
authorities and central banks from Belgium, Canada, France, Germany, Italy, Japan, Luxembourg, the Netherlands, Spain,
Sweden, Switzerland, the United Kingdom, and the United States. It usually meets at the Bank for International Settlements in
Basel, Switzerland where its permanent Secretariat is located.
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13

14

15

and soundness of the banks and the banking system, at large, Nepal Rastra Bank (NRB) has
developed and enforced capital adequacy requirement based on international practices with
appropriate level of customization based on domestic state of market developments. The existing
regulatory capital is largely based on the Basel committee's 1988 recommendations.

With a view of adopting the international best practices, NRB expressed its intention to adopt the
Basel 1l framework, albeit in a simplified form. In line with international development and
thorough discussion with the stakeholders, evaluation and assessment of impact studies at various
phases, this framework has been drafted. This framework provides the guidelines for the
implementation of Basel Il framework in Nepal. Reminiscent of the International convergence of
capital measurements and capital standards, this framework also builds around three mutually
reinforcing pillars, viz. minimum capital requirements, supervisory review process and disclosure
requirements.

OBJECTIVE:

The main objective of this framework is to develop a safe and sound financial system by way of
sufficient amount of qualitative capital and risk management practices. This framework is intended
to ensure that each financial institution maintains a level of capital which,

(i) is adequate to protect its depositors and creditors.

(it) is commensurate with the risk associated activities and profile of the financial institution .
(iii) promotes public confidence in the banking system.

PRE-REQUISITES:

The effective implementation of this framework is dependent on various factors. Some such pre-
requisites are:

(i) Implementation of Basel Core Principles for effective banking supervision
(i) Adoption of the sound practices for the management of Operational Risk
(iii) Formulation and adoption of comprehensive risk management policy

(iv) Adherence to high degree of corporate governance

RESPONSIBILITY:

The board of directors of each financial institution shall be responsible for establishing and
maintaining, at all times, an adequate level of capital. The capital standards herein are the minimum
that is acceptable for financial institutions that are fundamentally sound, well managed, and which
have no material financial or operational weaknesses. Thus, the financial institutions are generally
expected to operate above the limits prescribed by this framework.

SCOPE OF APPLICATION:

This framework shall be applicable to all *B** and "'C"* Class financial institutions licensed to
conduct banking business in Nepal under the Bank and Financial Institution Act, 2073.

This capital adequacy framework shall be applied uniformly to all national level "B" class financial
institutions on a stand-alone basis as well as on a consolidated basis, where the financial institution
is member of a consolidated banking group. For the purpose of capital adequacy, the consolidated
financial institution means a group of financial entities, parent or holding company of which a
financial institution is a subsidiary. All banking and other relevant financial activities (both
regulated and unregulated) conducted within a group including a financial institution shall be
captured through consolidation. Thus, majority owned or controlled financial entities should be
fully consolidated. If any majority owned subsidiary institutions are not consolidated for capital
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purposes, all equity and other regulatory capital investments in those entities attributable to the
group will be deducted except otherwise prescribed and the assets and liabilities, as well as third
party capital investments in the subsidiary will be removed from the bank™s balance sheet for
capital adequacy purposes.

APPROACHES TO IMPLEMENTATION:

"International Convergence for Capital Measurements and Capital Standards: Revised Framework"
alias Basel Il under Pillar 1, provides three distinct approaches for computing capital requirements
for credit risk and three other approaches for computing capital requirements for operational risk.
These approaches for credit and operational risks are based on increasing risk sensitivity and allow
financial institutions to select an approach that is most appropriate for the stage of development of
financial institution's operations.

The products and services offered by the Nepalese Banks and financial institutions are still largely
conventional, in comparison to other economies. This coupled with the various inherent limitations
of our system like the absence of credit rating agencies makes the advanced approaches like
Internal Ratings Based Approach or even Standardized Approach impractical and unfeasible. Thus,
at this juncture, this framework prescribes Simplified Standardized Approach (SSA) to measure
credit risk while Basic Indicator Approach and an indigenous Net Open Position Approach for
measurement of Operational Risk and Market Risk respectively.

EFFECTIVE DATE:

All financial institutions within the scope of this framework should adopt the prescribed approaches
by Mid July 2016 (Fiscal Year 2073/074).

PARALLEL RUN:

In order to ensure a smooth transition to new approaches prescribed by this framework, a parallel
run was arranged for all national level "B" Class financial institutions after Mid-July 2010 i.e. from
fiscal year 2067/68 along with the existing framework. The returns submitted by the financial
institutions during this period were minutely reviewed to identify any anomalies. The identified
shortcomings on the returns was advised to the financial institution's management so that they could
be rectified before moving onto full fledged implementation. Based on the findings of the parallel
run, amendments and modifications have been incorporated in the framework wherever deemed
necessary.

IMPLEMENTATION OF ADVANCED APPROACHES:

This framework prescribes the most simplest of the available approaches at the initial phase with a
vision to move onto more complex and risk sensitive approaches as the market gradually gains
maturity. However, financial institutions willing to adopt advanced approaches, even for internal
purposes, should obtain prior written approval from Nepal Rastra Bank on providing evidences that
they have the resource and the capability to adopt the proposed approaches.

A financial institution will not be allowed to choose to revert to a simpler approach once it has been
approved for a more advanced approach without supervisory approval. However, if the supervisor
determines that a financial institution using a more advanced approach no longer meets the
qualifying criteria for advanced approach, it may allow the financial institution to revert to a
simpler approach for some or all of its operations, until it meets the conditions specified by the
supervisor for returning to a more advanced approach.
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2.2

ELIGIBLE CAPITAL FUNDS
DEFINITION OF CAPITAL.:

Qualifying capital consists of Tier 1 (core) capital and Tier 2 (supplementary) capital elements, net
of required deductions from capital. Thus, for the purpose of calculation of regulatory capital,
financial institutions are required to classify their capital into two parts as follows;

a

Core Capital (Tier 1)

The key element of capital on which the main emphasis should be placed is Tier 1 (core)
capital, which is comprised of equity capital and disclosed reserves. This key element of
capital is the basis on which most market judgments of capital adequacy are made; and has a
crucial bearing on profit margins and a financial institution's ability to compete.

The BCBS has therefore concluded that capital, for supervisory purposes, should be defined
in two tiers in a way, which will have the effect of requiring at least 50% of a financial
institution 's capital base to consist of a core element comprised of equity capital and
published reserves from post-tax retained earnings.

In order to rank as Tier 1, capital must be fully paid up, have no fixed servicing or dividend
costs attached to it and be freely available to absorb losses ahead of general creditors. Capital
also needs to have a very high degree of permanence if it is to be treated as Tier 1.

Supplementary Capital (Tier 2)

Supplementary (Tier 2) Capital includes reserves which, though unpublished, have been
passed through the profit and loss account and all other capital instruments eligible and
acceptable for capital purposes. Elements of the Tier 2 capital will be reckoned as capital
funds up to a maximum of 100 percent of Tier 1 capital arrived at, after making adjustments
referred to in 2.4. In a case, where Tier 1 capital of a financial institution is negative, the Tier
2 capital for regulatory purposes shall be considered as zero and hence the capital fund, in
such cases, shall be equal to the core capital.

ELEMENTS OF TIER 1 CAPITAL:

@ +~oao

Paid up Equity Capital.

Irredeemable non-cumulative preference shares which are fully paid-up and with the capacity
to absorb unexpected losses. These instruments should not contain any clauses whatsoever,
which permit redemption by the holder or issuer upon fulfillment of certain condition.
Financial institution should obtain prior approval of NRB for this kind of instruments to
qualify as a component of core capital.

Share Premium

Proposed Bonus Equity Share

Statutory General Reserve.

Retained Earnings available for distribution to shareholders.

Un-audited current year cumulative profit, after all provisions including staff bonus and taxes
as well as regulatory adjustments. Where such provisions and regulatory adjustments are
not made, this amount shall not qualify as Tier 1 capital.Capital Redemption Reserves
created in lieu of redeemable instruments.

Capital Adjustment reserves created in respect of increasing the capital base of the financial
institution .

Dividend Equalization Reserves.
Any other type of reserves notified by NRB from time to time for inclusion in Tier 1 capital
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2.3 ELEMENTSOF TIER 2 CAPITAL:

24

Cumulative and/or redeemable preference shares with maturity of five years and above.
Subordinated term debt fully paid up with a maturity of more than 5 years; unsecured and
subordinated to the claim of other creditors, free of restrictive clauses and not redeemable
before maturity. Since, subordinated term debt is not normally available to participate in the
losses; the amount eligible for inclusion in the capital adequacy calculations is limited to 50%
of core capital. Moreover, to reflect the diminishing value of these instruments as a
continuing source of strength, a cumulative discount (amortization) factor of 20% per annum
shall be applied for capital adequacy computations, during the last 5 years to maturity.

Hybrid capital instruments. Those instruments which combine certain characteristics of debt
and certain characteristics of equity. Each such instrument has a particular feature, which can
be considered to affect its quality as capital. Where these instruments have close similarities
to equity, in particular when they are able to support losses on an ongoing basis without
triggering liquidation, they may be included in Tier 2 capital with approval from Nepal
Rastra Bank.

General loan loss provision limited to a maximum of 1.25% of total Risk Weighted
Exposures. General loan loss provision refers to the provisions created in respect of
Performing Loans only and it does not include provisions of rescheduled/restructured and
classified loans. The additional loan loss provisions created in respect of Personal Guarantee
loans, third party collateral loan and loans in excess of Single Obligor Limits are specific
provisions and hence cannot be included under this category. Such provisions however can
be deducted from the gross exposures while calculating risk weighted exposures for credit
risk.

However, provisions created in excess of the regulatory requirements or provisions not
attributable to identifiable losses in any specific loans shall be allowed to be included in the
General Loan Loss Provision and shall be eligible for Tier Il capital subject to a maximum of
1.25% of total risk weighted exposures.

However, from fiscal year 2020/21, the limit of general loan loss provision is set to a
maximum of 1.65% of total Risk Weighted Exposures.

Exchange equalization reserves created by financial institutions as a cushion for unexpected
losses arising out of adverse movements in foreign currencies.

Investment adjustment reserves to the extent created out of retained earning i.e. appropriation
of profit.Any other type of reserves notified by NRB from time to time for inclusion in Tier 2
capital

DEDUCTIONS FROM CORE (TIER 1) CAPITAL:

Financial institution s shall be required to deduct the following from the Tier 1 capital for capital
adequacy purposes. The claims that have been deducted from core capital shall be exempt from risk
weights for the measurement of credit risk.

a.
b.
C.

Book value of goodwill.

Deferred Tax Assets

Miscellaneous expenditure to the extent not written off. e.g. VRS expense, preliminary
expense, share issue expense, deferred revenue expenditure, etc. However, software
expenditure or software development expenditure, research and development expenditure,
patents, copyrights, trademarks and lease hold developments booked as deferred revenue
expenditure are subject to 100% risk weight and may not be deducted from Tier 1 capital.
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2.6

Investment in equity of financial institutions licensed by Nepal Rastra Bank*.
All Investments in equity of institutions with financial interest.
Investments in equity of institutions in excess of the prescribed limits.

Investments arising out of underwriting commitments that have not been disposed within a
year from the date of commitment.

h.  Reciprocal crossholdings of financial institution capital artificially designed to inflate the
capital position of the financial institution .

I Any other items as stipulated by Nepal Rastra Bank, from time to time.

J. Negative balance of Reserve Accounts
Negative balances of any reserve such as which is recognized directly or through other
comprehensive income on equity such as revaluation reserve, fair value reserve, actuarial loss
etc. shall be deducted from Core (Common Equity Tier 1) Capital. However, the
corresponding assets shall not be exempted from risk weights for the measurement of credit
risk as the loss recognized in equity has already been adjusted in carrying amount of related
assets. Since, full amount of assets has not been deducted from Core Capital, risk weights on
carrying amount of assets shall be applied to measure credit risk.

CAPITAL FUNDS:

The capital fund is the summation of Tier 1 and Tier 2 capital. The sum total of the different
components of the tier 2 capitals will be limited to the sum total of the various components of the
Tier 1 capital net of deductions as specified in 2.4. In case the Tier 1 capital is negative, Tier 2
capital shall be considered to be "Nil" for regulatory capital adequacy purposes and hence, in such a
situation, the capital fund shall be equal to Tier 1 capital.

MINIMUM CAPITAL REQUIREMENTS:

Unless a higher minimum ratio has been set by Nepal Rastra Bank for an individual financial
institution through a review process, every financial institution shall maintain at all times, the
capital requirement set out below:

Q@ +~oa

a.  ATier 1 (core) capital of not less than 6 percent of total risk weighted exposure;
b.  Atotal capital fund of not less than 10 percent of its total risk weighted exposure.

The Capital Adequacy Ratio (CAR) is calculated by dividing eligible regulatory capital by total
Risk Weighted Exposure (RWE). The total risk weighted exposure shall comprise of risk weights
calculated in respect of financial institution 's credit, operational and market risks. Methodologies to
calculate RWE for each of these risk categories are described in detail in subsequent chapters.

CREDIT RISK

GENERAL:
Credit risk is the major risk that financial institution s are exposed to during the normal course of
lending and credit underwriting. Within Basel Il, there are two approaches for credit risk

measurement: the standardized approach and the internal ratings based (IRB) approach. Due to
various inherent constraints of the Nepalese banking system, the standardized approach in its
simplified form, Simplified Standardized Approach (SSA), is prescribed in the initial phase.

14

Investment in shares of Rural Development Banks and other institutions, where the waiver has been explicitly provided by
NRB are subject to risk weight of 100% and shall not be deducted from Tier 1 capital.
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3.2 SIMPLIFIED STANDARDIZED APPROACH (SSA):

In comparison to Basel 1, SSA aligns regulatory capital requirements more closely with the key
elements of banking risk by introducing a wider differentiation of risk weights and a wider
recognition of credit risk mitigation techniques. The advantage of implementing this approach is
twofold. This approach allows transitional advantage for countries like us by avoiding excessive
complexities associated with the advanced approaches of Basel Il while at the same time it will
produce capital ratios more in line with the actual economic risks that financial institutions are
facing, compared to the present Accord.

Under this approach financial institutions are required to assign a risk weight to their balance sheet
and off-balance sheet exposures. These risk weights are based on a fixed weight that is broadly
aligned with the likelihood of a counterparty default. As a general rule, the claims that have already
been deducted from the core capital shall be exempt from risk weights for the measurement of
credit risk.

Claims on foreign government, their central banks as well as foreign corporates shall be generally
risk-weighed on the basis of the consensus country risk scores of export credit agencies (ECA)Y.
Wherever there are claims relating to unrated countries, they shall generally be risk weighed at 100
percent. However, these claim shall be subject to supervisory review and higher risk weight shall be
assigned where the review process deems appropriate.

All kinds of claims including loans & advances as well as investments shall be risk weighed net of
specific provisions and valuation adjustments which are, directly or through other comprehensive
income, recognized on equity. Generally provision related to any receivable or investment is not
defined as general or specific. In such situation, the total provision against any claim/exposure
(other than the loans and advances) shall be considered as specific provision. However, provisions
eligible for the supplementary capital shall not be allowed for netting while calculating risk
weighted exposures.

In case of loans, advances and bills purchased, the provisions created in lieu of Performing loans
only are classified as General loan loss provision. All other provisions are components of specific
loan loss provision. Hence, general loan loss provision doesn’t comprise provisions created in
respect of rescheduled/restructured and non performing loans. It also doesn’t include additional
provisions created for personal guarantee loans or lending in excess of Single Obligor Limits.
However, provisions created in excess of the regulatory requirements and not attributable to
identifiable losses in any specific loans shall be allowed to be included in the General Loan Loss
Provision.

In order to be consistent with the Basel-ll framework, the credit risk for the regulatory capital
purpose shall be computed by segregating the exposure in the following 11 categories.

a) Claims on government & central bank
b) Claims on other official entities

c) Claims on banks

d) Claims on corporate & securities firms
e) Claims on regulatory retail portfolio

f) Claims secured by residential properties
g) Claims secured by commercial real state
h) Past due claims

15 The consensus country risk classification is available on the OECD’s website (http://www.oecd.org) in the Export Credit
Arrangement web page of the Trade Directorate. Each bank while computing the risk weight in any claim should use the
updated risk score.
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i) High risk claims
j) Other assets
k) Off balance sheet items

3.3 RISK MEASUREMENT AND RISK WEIGHTS:
a. Claims on government & central bank

1. All claims on Government of Nepal and Nepal Rastra Bank shall be risk weighed at 0 %.

2. Claims on foreign government and their central banks shall be risk-weighted on the basis
of the consensus country risk scores as follows:

ECA risk scores 0-1 2 3 4106 7

Risk weights 0% 20% 50% 100% 150%

b. Claims on other official entities

1. Claims on the Bank for International Settlements, the International Monetary Fund, the
European Central Bank and the European Community will receive a 0% risk weight.

2. Following Multilateral Development Banks (MDBs) will be eligible for a 0% risk
weight.

e World Bank Group, comprised of the International Bank for Reconstruction and
Development (IBRD) and the International Finance Corporation (IFC),
Asian Development Bank (ADB),
African Development Bank (AfDB),
European Bank for Reconstruction and Development (EBRD),
Inter-American Development Bank (IADB),
European Investment Bank (EIB),
European Investment Fund (EIF),
Nordic Investment Bank (NIB),
Caribbean Development Bank (CDB),
Islamic Development Bank (IDB), and
e Council of Europe Development Bank (CEDB).
3. The standard risk weight for claims on other Multilateral Development Banks will be

100%.
4.  Claims on public sector entities (PSEs)® will be risk-weighed as per the ECA country
risk scores.
ECA risk scores 0-1 2 3t06 7
Risk weights 20% 50% 100% 150%

C. Claims on banks

1. All claims, irrespective of currency, excluding investment in equity shares and other
instruments eligible for capital funds, on domestic banks/financial institutions that
fulfill Capital Adequacy Requirements will be risk weighed at 20% while for the rest, it
will be 100%.

Banks should make use of the publicly available information of the immediately
preceding quarter of the respective banks to gauge their status on capital adequacy.

16 Ppublic sector entity (PSE) is one, which is owned or controlled by government or any other entity categorized as PSE by

NRB.
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Claims on a foreign bank excluding investment in equity shares and other instruments
eligible for capital funds shall be risk weighed as per the ECA Country risk score
subject to the floor of 20%. The primary basis for applying the ECA Country Risk
score shall be the country of incorporation of the bank. Where the bank is a branch
office, the ECA score of the country where the corporate office is located shall be used
while in the case of a subsidiary the basis shall be the country where the subsidiary is
incorporated.

ECA risk scores 0-1 2 3to6 7

Risk weights 20% 50% 100% 150%

However, the claims on foreign banks incorporated in the SAARC region and China
which operate with a buffer of 1% above their respective regulatory minimum capital
requirements may be risk weighed at 20%. The banks shall be responsible to submit
the latest capital adequacy position of such banks and demonstrate that they fulfill the
eligibility requirements. Such capital adequacy position submitted by the banks should
not be prior to more than one financial year. Moreover, such claims shall be subject to a
supervisory review and supervisors may require the bank to risk weigh the claims on
ECA country risk scores where the review process deems necessary.

Claims on corporate & securities firms

1. Domestic corporate includes all firms and companies incorporated in Nepal as per

prevailing Acts and regulations. The claims on domestic corporate, including claims on
insurance companies and securities firm shall be risk weighed as per the credit rating score
provided by licensed credit rating agency subject to the floor of 50%6 as follows:

AAY

A+

Credit rating score equivalent to AAA to to BBB Unrated
. ; & below
AA A
Risk weights 50% | 70% 80% | 100% | 100%

2.

The claims on foreign corporate shall be risk weighed as per the ECA Country risk
score subject to the floor of 20% as follows:

ECA risk scores 0-1 2 3to6 7

100% 150%

Risk weights 20% 50%

Claims on regulatory retail portfolio

1.

Claims'’ that qualify all criteria listed below may be considered as regulatory retail
portfolio and risk weighed at 75%, except for past due loans. Such claims however,
have to be in strict compliance with the product papers developed by the bank and
approved by their respective board of directors

Criteria:

e Orientation criteria :- exposure is to an individual person or persons or to a small
business. Bank should obtain written declaration from the borrower to the effect
that their indebtedness is within the threshold across all banks and Fls.

e Product criteria :- The exposure takes the form of any of the following:
— Revolving credits and lines of credit, (including overdraft, hypothecation etc.)
— Term loans and leases (e.g. hire purchase, auto loans and leases, student and

17 Lending against securities (such as equities and bonds) whether listed or not, are specifically excluded from this category.
Likewise credit card receivables are excluded from this category. However, lending against personal guarantee and fully
backed by guaranteed cash flow such as pension etc. that has negligible risk of failure can be included in this category.
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2.

educational loans*®) and,
— Small business facilities and commitments,
— Deprived sector loans upto a threshold of Rs.10 million (Ten Million only)

e Granularity criteria:- NRB must be satisfied that the regulatory retail portfolio is
sufficiently diversified to a degree that reduces the risks in the portfolio, warranting
the 75% risk weight. No aggregate exposure!® to one counterpart can exceed 0.5 %
of the overall regulatory retail portfolio.

e Low value individual criteria :- The total aggregated exposure to one counterparty?
cannot exceed an absolute threshold of Rs.10 million (Nepalese Rupees Ten
Million only)

Banks which have claims that fulfill all criteria except for granularity may risk weigh
those claims at 100%

f. Claims secured by residential properties

1.

Lending to individuals meant for acquiring or developing residential property which
are fully secured by mortgages on residential property, that are or will be occupied by
the borrower or that is rented, will be risk-weighed at 60%. However, banks should
ensure the existence of adequate margin of security over the amount of loan based on
strict valuation rules.

Banks have to develop product paper and get it approved from the board of directors to
regulate this kind of lending. The claims in order to be eligible for this category have to
be in strict compliance with this product paper

Where the loan is not fully secured, such claims have to risk weighed at 150%

When claims secured by residential properties are or have been past due?* at any point
of time during the last two years, they shall be risk-weighed at 100%o, net of specific
provisions.

g.  Claims secured by commercial real estate

1.

Claims secured by mortgages on commercial real estate, except past due, shall be risk-
weighed at 100%. Commercial real estate hereby refers to mortgage of Office
buildings, retail space, multi-purpose commercial premises, multi-family residential
buildings, multi-tenanted commercial premises, industrial or warehouse space, hotels,
land acquisition, development and construction etc.

h. Past due claims

1.

Any loan, except for a claim secured by residential property, which is or has been past
due at any point of time during the last two years, will be risk-weighed at 150% net of
specific provision.

i. High risk claims

1.

150% risk weight shall be applied for venture capital and private equity investments.

18

19

20
21

Personal finance includes overseas employment loan, home loan (to the extent they do not qualify for treatment
as claims secured by residential property), direct deprived sector loan.

Aggregated exposure means gross amount (i.e. not taking any credit risk mitigation into account) of all forms of credit
exposures availed from the bank .

Counterparty refers to one or a group of borrowers defined by the NRB directives as a single obligor.

An exposure is past due if it falls into any other category other than Pass loan as per provisions of NRB directive on Loan

classification.

gug “@” ¥R



2. Exposures on Personal loan in excess of the threshold of regulatory retail portfolio and
exposures on credit card shall warrant a risk weight of 150%.

3. Investments in the equity and other capital instruments of institutions, which are not
listed in the stock exchange and have not been deducted from Tier 1 capital, shall be
risk weighed at 150% net of provisions and valuation adjustments which are, directly or
through other comprehensive income, recognized on equity.

4.  Claims which are not fully secured or are only backed up by personal guarantee shall
attract 150% risk weight.

5. Where a loan cannot be segregated/or identified as regulatory retail portfolio or
qualifying residential mortgage loan or under other categories, it shall be risk weighed
at 150%.

J. Other assets
1. With regard to other assets, following provisions have been made;
h. Interest receivable/claim on government securities will be risk-weighed at 0%.

i. Staff loan given as per Employee By-laws and secured by residential property, that is
or will be occupied by the staff or that is rented, will be risk-weighed at 50%. However,
banks should ensure the existence of adequate margin of security over the amount of
loan based on strict valuation rules.

j. Investments in equity or regulatory capital instruments issued by securities firms will
be risk-weighed at 100% net of valuation adjustments which are, directly or through
other comprehensive income, recognized on equity.

k. Cash in transit and other cash items in the process of collection will be risk-weighed at
20%. For this purpose, cash items shall include Cheque and Draft.

I. Fictitious assets that have not been deducted from Tier 1 capital shall be risk weighed
at 100%.

m. Investments in the equity and other capital instruments of institutions, which are listed
in the stock exchange and have not been deducted from Tier 1 capital, shall be risk
weighed at 100% net of provisions and valuation adjustments which are, directly or
through other comprehensive income, recognized on equity. Investments in mutual
fund shall also be risk weighted at 100% net of valuation adjustments as described
above.

n. All Other assets will be risk-weighed at 100% net of specific provision and valuation
adjustments which are, directly or through other comprehensive income, recognized on

equity.
h. Lending against securities (bonds and shares) shall attract risk weight of 100 % .

k. Off balance sheet items

1.  Off-balance sheet items under the simplified standardized approach will be converted
into equivalent risk weight exposure using risk weight as follows:

Off Balance Sheet Exposure Risk
Weight

Any commitments those are unconditionally cancelable at any time by the bank | 0%
without prior notice, or that effectively provide for automatic cancellation due to
deterioration in a borrower’s creditworthiness (for example bills under collection)
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Forward exchange contracts. 10%

Short Term Trade-related contingencies 20%
Contingent liabilities arising from trade-related obligations, which are secured
against an underlying shipment of goods for both issuing and confirming bank and
are short term in nature. This includes documentary letters of credit, shipping
guarantees issued and any other trade-related contingencies with an original
maturity up to six months.

Undertaking to provide a commitment on an off-balance sheet items 20%

Unsettled?? securities and foreign exchange transactions between bank to bank and | 20%
between bank and customer

Long term irrevocable Credit Commitments 50%
Any un-drawn portion of committed credit lines sanctioned for a period of
more than 1 year.

Performance-related contingencies 40%
Contingent liabilities, which involve an irrevocable obligation to pay a third party
in the event that counterparty fails to fulfill or perform a contractual non-monetary
obligation, such as delivery of goods by a specified date etc. This includes issue of
performance bonds, bid bonds, warranties, indemnities, underwriting commitments
and standby letters of credit in relation to a non-monetary obligation of
counterparty under a particular transaction.

Long term irrevocable Credit Commitments 50%
Any un-drawn portion of committed credit lines sanctioned for a period of more
than 1 year. This shall include all unutilized limits in respect of revolving working
capital loans e.g. overdraft, cash credit, working capital loan etc. except for trade
finance exposures.

Short term irrevocable Credit Commitments 20%
Any un-drawn portion of committed credit lines sanctioned for a period of upto 1
year. This shall include all unutilized limits in respect of revolving working capital
loans e.g. overdraft, cash credit, working capital loan etc. except for trade finance
exposures.

Repurchase agreements, securities lending, securities borrowing, reverse | 100%
repurchase agreements and equivalent transactions

This includes sale and repurchase agreements and asset sales with recourse, where
the credit risk remains with the purchasing bank.

Direct credit substitutes 100%
Any irrevocable off-balance sheet obligations which carry the same credit risk as a
direct extension of credit, such as an undertaking to make a payment to a third
party in the event that a counterparty fails to meet a financial obligation or an
undertaking to a counterparty to acquire a potential claim on another party in the
event of default by that party, constitutes a direct credit substitute. This includes
potential credit exposures arising from the issue of financial guarantees and credit
derivatives, confirmation of letters of credit (acceptances and endorsements), issue
of standby letters of credit serving as financial guarantees for loans, securities and
any other financial liabilities, and bills endorsed under bill endorsement lines (but
which are not accepted by, or have the prior endorsement of, another bank).

Unpaid portion of partly paid shares and securities 100%

Other Contingent Liabilities 100%

2 An unsettled transaction is one where delivery of the instrument is due to take place against receipt of cash, but which

remain unsettled five business days after the due settlement date.
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3.4

CREDIT RISK MITIGATION (CRM):

Banks may use a number of techniques to mitigate the risks to which they are exposed. The prime
objective of this provision is to encourage the banks to manage credit risk in a prudent and effective
manner. As such, credit risks exposures may be collateralized?® in whole or in part with cash or
securities, or a loan exposure may be guaranteed by a third party. Where these various techniques
meet the minimum conditions mentioned below, banks which take eligible financial collateral are
allowed to reduce their credit exposure to counterparty when calculating their capital requirements
to take account of the risk mitigating effect of the collateral. However, credit risk mitigation is
allowed only on an account by account basis, even within regulatory retail portfolio.

As a general rule, no secured claim should receive a higher capital requirement than an otherwise
identical claim on which there is no collateral. Similarly, the effects of the CRM shall not be double
counted and capital requirement will be applied to banks on either side of the collateralized
transaction: for example, both repos and reverse repos will be subject to capital requirements.

Those portions of claims collateralized by the market value of recognized collateral receive the risk
weight applicable to the collateral instrument. The remainder of the claim should be assigned the
risk weight appropriate to the counter party.

Where the same security has been pledged for both the funded and non funded facilities, banks
should clearly demarcate the value of security held for funded and non funded facility. In cases
where the bank has obtained same security for various forms of facilities; banks are eligible to
claim the CRM benefit across all such exposures up to the eligible value of CRM.

a. Minimum conditions for eligibility:

In order to obtain capital relief towards credit risk mitigation, there are certain basic condition
that needs to be fulfilled. Supervisors will monitor the extent to which banks satisfy these
conditions, both at the outset of a collateralized transaction and on an on-going basis.

1.  Legal certainty:- Collateral is effective only if the legal mechanism by which collateral
is given is robust and ensures that the lender has clear rights over the collateral to
liquidate or retain it in the event of default. Thus, banks must take all necessary steps to
fulfill local contractual requirements in respect of the enforceability of security interest.
The collateral arrangements must be properly documented, with a clear and robust
procedure for the timely liquidation of collateral. A bank's procedures should ensure
that any legal conditions required for declaring the default of the customer and
liquidating the collateral are observed. Where the collateral is held by a custodian, the
bank must seek to ensure that the custodian ensures adequate segregation of the
collateral instruments and the custodian's own assets. Besides that, banks must obtain
legal opinions confirming the enforceability of the collateral arrangements in all
relevant jurisdictions.

2. Low correlation with exposure:- In order for collateral to provide protection, the credit
quality of the obligor and the value of the collateral must not have a material positive
correlation. For example, securities issued by the collateral provider - or by any related
group entity - would provide little protection and thus would be ineligible.

3. Maturity Mismatch:- The maturity of the underlying exposure and the maturity of the
hedge should both be defined conservatively. The effective maturity of the underlying
collateral should be gauged as the longest possible remaining time before the obligor is

23

A collateralized transaction is one in which: a) banks have a credit exposure or potential credit exposure; and b) that credit
exposures or potential credit exposure is hedged in whole or in part by collateral posted by the counter party or by a third
party on behalf of the counter party.

gug “@” <Y



scheduled to fulfill its obligation. The collateral must be pledged for at least the life of
the exposure. In case of mismatches in the maturity of the underlying exposure and the
collateral, it shall not be eligible for CRM benefits.

Currency Mismatch:- Ideally the currency of the underlying exposure and the collateral
should be the same. Where the credit exposure is denominated in a currency that differs
from that in which the underlying exposure is denominated, there is a currency
mismatch. Mismatches shall be subject to supervisory haircut of 10%.

Risk Management:- While CRM reduces credit risk, it simultaneously may increase
other risks to which a bank is exposed, such as legal, operational, liquidity and market
risks. Therefore, it is imperative that banks employ robust procedures and processes to
control these risks, including strategy; consideration of the underlying credit; valuation;
policies and procedures; systems; control of roll-off risks; and management of
concentration risk arising from the bank’s use of CRM techniques and its effect with the
bank's overall credit profile. In case where these requirements are not fulfilled, NRB
may not recognize the benefit of CRM techniques.

Qualifying criteria for guarantee:- A guarantee (counter guarantee) to be eligible must
represent a direct claim on the protection provider and must be explicitly referenced to
specific exposures or a pool of exposures, so that the extent of the cover is clearly
defined and irrefutable. Other than non-payment by a protection purchaser of money
due in respect of the credit protection contract it must be irrevocable in that there must
be no clause in the contract that would increase the effective cost of cover as a result of
deteriorating credit quality in the hedged exposure. It must also be unconditional in that
there should be no clause in the protection contract outside the control of the bank that
could prevent the protection provider from being obliged to pay out in a timely manner
in the event that the original counter party fails to make the payments due.

On the qualifying default or non-payment of the counter party, the bank may in a
timely manner pursue the guarantor for any monies outstanding under the
documentation governing the transaction. The guarantor may make one lump sum
payment of all monies under such documentation to the bank, or the guarantor may
assume the future payment obligations of the counter party covered by the guarantee.
The bank must have the right to receive any such payments from the guarantor without
first having to take legal actions in order to pursue the counter party payment.

Eligible Collaterals:

1.

o gk~ w

Cash deposit (as well as certificates of deposit or fixed deposits or other deposits) with
the bank. The bank may only claim these as CRM if it has specific authority to recover
the amount from this source in case of default.

Fixed Deposit Receipts/Certificates of deposits/other deposits of other Banks and Fls,
who fulfill the capital adequacy requirements, subject to a 20% supervisory haircut.

Gold.
Securities issued by the Government of Nepal and Nepal Rastra Bank.
Guarantee of the Government of Nepal

Financial guarantee/counter guarantee of domestic banks and FIs who meet the
minimum capital adequacy requirements subject to a haircut of 20%.

Securities/Financial guarantee/Counter guarantee issued by sovereigns.
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8.  Securities/Financial guarantee/Counter guarantee issued by MDBs in the list specified
in3.3b(3&14)

9.  Securities/Financial guarantee/Counter guarantee issued by banks with ECA rating 2 or
better. The supervisory haircut shall be 20% and 50% for the banks with ECA rating of
0-1 and 2 respectively.

C. Methodology for using CRM

Step 1: Identify the accounts eligible for capital relief under credit risk mitigation.

Step 2: Assess the value of the exposure and the eligible collateral. The value of the eligible
collateral is the lower of the face value of the instrument or the outstanding amount
of exposure

Step 3: Adjust the value of the eligible collateral in respect of the supervisory haircut in
terms of currency mismatch and other eligibility requirements.

Step 4: Compare the adjusted value of the collateral with the outstanding exposure.

Step 5: The value of the eligible CRM is the lower of the adjusted value of the collateral and
the outstanding exposure.

Step 6: Plot the eligible CRM in the appropriate category of credit risk.

The sum total of net amount of eligible CRM as per “Form No.4 Exhibit of claims with
eligible credit risk mitigants” shall be consistent with the “Form No.3 Eligible Credit Risk
Mitigants” prescribed in this framework.

OPERATIONAL RISK
GENERAL:

Operational risk is the risk of loss resulting from inadequate internal processes, people, and
systems, or from external events. Operational risk itself is not a new concept, and well run banks
have been addressing it in their internal controls and corporate governance structures. Basel 1l
requires banks to hold capital against the risk of unexpected loss that could arise from the failure of
operational systems.

The most important types of operational risk involve breakdowns in internal controls and corporate
governance. Such breakdowns can lead to financial losses through error, fraud, or failure to perform
in a timely manner or cause the interests of the bank to be compromised in some other way, for
example, by its dealers, lending officers or other staff exceeding their authority or conducting
business in an unethical or risky manner. Other aspects of operational risk include major failure of
information technology systems or events such as major fires or other disasters.

BASIC INDICATOR APPROACH:

Under the basic indicator approach, banks must hold capital for operational risk equal to the
average over the previous three years of a fixed percentage (denoted alpha) of positive annual gross
income.

The capital charge for operational risk may be expressed as follows:
Keia = [2(Gli.n Xa))/N
where:

Kgia = capital charge under the Basic Indicator Approach

Gl = annual gross income, where positive, over the previous three years
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4.3

N = number of the previous three years for which gross income is positive
o = 15 percent.

NRB shall review the capital requirement produced by this approach for general credibility,
especially in relation to a bank's peers and in the event that credibility is lacking, appropriate
supervisory action under Review Process shall be considered.

Figures for the year, in which annual gross income is negative or zero, should be excluded from
both the numerator and denominator while calculating the average. In case where the gross income
for all of the last three years is negative, 5% of total credit and investments net of specific
provisions shall be considered as the capital charge for operational risk. For this purpose
investments shall comprise of money at call, placements, investment in government securities and
other investments irrespective of currency.

Similarly, in case of new banks who have not completed an year of operation and hence whose
average gross income cannot be measured reliably, they shall also be required to compute their
capital charge for operational risk vide the same approach as prescribed for banks with negative
gross income. These banks may use the gross income approach from second year onwards. But,
based on the reasonableness of the so computed capital charge for Operation Risk, during the first
three years of operation, review process may require additional proportion of capital charge if
deemed necessary.

GROSS INCOME:

Gross income is defined as "net Interest Income™ plus "non interest income". It is intended that this
measure should:

a.  be gross of any provisions (e.g. for unpaid interest) and write-offs made during the year;

b.  be gross of operating expenses, exclude reversal during the year in respect of provisions and
write-offs made during the previous year(s);

c.  exclude income/gain recognized from the disposal of items of movable and immovable
property;

d.  exclude realized profits/losses from the sale of securities in the “held to maturity” category;

e.  exclude other extraordinary or irregular items of income and expenditure

Thus, for the purpose of capital adequacy requirements, gross income shall be summation of:

a.  Total operating income as disclosed in Profit and Loss account prepared as per NRB directive
no.4. The total operating income comprises of:

1. Net Interest Income
2. Commission and Discount Income
3. Other Operating Income
4. Exchange Fluctuation Income
b.  Addition/deduction in the Interest Suspense during the period.

Banks shall use the annual audited financials of the last three years for the computation of gross
income under this approach. Hence, the capital requirement for operational risk for a whole
financial year shall remain constant. Until the accounts are finalized for the financial year, banks
shall use the provisional figures for the period, which should be validated by the internal auditor of
the bank.
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5.2

5.3

5.4

5.5

COMPUTATION OF RISK WEIGHT:

Operational risk-weighted assets are determined by multiplying the operational risk capital charge
by 10 (i.e., the reciprocal of the minimum capital ratio of 10%) and adding together with the risk
weighted exposures for credit risk.

MARKET RISK
DEFINITION OF MARKET RISK:

Market risk is defined as the risk of losses in on-balance sheet and off-balance sheet positions
arising from adverse movements in market prices. The major constituents of market risks are:

a.  The risks pertaining to interest rate related instruments;
b.  Foreign exchange risk (including gold positions) throughout the bank; and

€. The risks pertaining to investment in equities and commodities.

SEGREGATION OF INVESTMENT PORTFOLIO:

Banks shall recognize measure, present and disclose the investment instruments as per the
requirement of NFRSs.

NET OPEN POSITION APPROACH:

Out of the various components of market risk, foreign exchange risk is perceived as the
predominant at this time. The effects of other forms of market risk are minimal. Thus, a net open
position approach has been devised to measure the capital requirement for market risk. As
evidenced by its name, this approach only addresses the risk of loss arising out of adverse
movements in exchange rates. This approach will be consolidated over time to incorporate other
forms of market risks as they start to gain prominence.

The designated Net Open Position approach requires banks to allocate a fixed proportion of capital
in terms of its net open position. The banks should allocate 5 percentage of their net open positions
as capital charge for market risk.

NET OPEN POSITION:

Net open position is the difference between the assets and the liability in a currency. In other words,
it is the uncovered volume of asset or liability which is exposed to the changes in the exchange
rates of currencies. For capital adequacy requirements the net open position includes both net spot
positions as well as net forward positions.

For capital adequacy purposes, banks should calculate their net open position in the following
manner:

a.  Calculate the net open position in each of the foreign currencies.
b.  Convert the net open positions in each currency to NPR as per prevalent exchange rates.

c.  Aggregate the converted net open positions of all currencies, without paying attention to long
or short positions.

d.  This aggregate shall be the net open position of the bank.
COMPUTATION OF RISK WEIGHT:

Risk-weighted assets in respect of market risk are determined by multiplying the capital charges by
10 (i.e., the reciprocal of the minimum capital ratio of 10%) and adding together with the risk
weighted exposures for credit risk.
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REVIEW PROCESS
GENERAL.:

The supervisory review process of the framework is intended not only to ensure that banks have
adequate capital to support all the risks in their business, but also to encourage banks to develop
and use better risk management techniques in monitoring and managing their risks. It is the
responsibility of the bank management in developing an internal capital assessment process and
setting capital targets that are commensurate with the bank’s risk profile and control environment
beyond the core minimum requirements.

Nepal Rastra Bank recognizes the significance of the relationship between the amount of capital
held by the bank against its risks and the strength and effectiveness of the bank’s risk management
and internal control processes. However, increased capital should not be viewed as the only option
for addressing increased risks confronting the bank. Other means for addressing risk, such as
strengthening risk management, applying internal limits, strengthening the level of provisions and
reserves, and improving internal controls, must also be considered. Furthermore, capital should not
be regarded as a substitute for addressing fundamentally inadequate control or risk management
processes.

There are three main areas that is particularly suited to treatment under this process: risks
considered under minimum capital requirements which are not fully captured it (e.g. credit
concentration risk); those factors not taken into account by the minimum capital requirements (e.g.
business and strategic risk); and factors external to the bank (e.g. business cycle effects).

In order to achieve the objectives of the supervisory review process, this process has been broadly
divided into three parts:

a. Internal Capital Adequacy Assessment Process (ICAAP)

b.  Supervisory Review

C.  Supervisory Response

INTERNAL CAPITAL ADEQUACY ASSESSMENT PROCESS:

The internal capital adequacy assessment process (ICAAP) is a comprehensive process which
requires board and senior management oversight, monitoring, reporting and internal control reviews
at regular intervals to ensure the alignment of regulatory capital requirement with the true risk
profile of the bank and thus ensure long-term safety and soundness of the bank. The key
components of an effective ICAAP are discussed below.

a. Board and senior management oversight

Bank management is responsible for understanding the nature and level of risk being taken by
the bank and how this risk relates to adequate capital levels. It is also responsible for ensuring
that the formality and sophistication of the risk management processes is commensurate with
the complexity of its operations. A sound risk management process, thus, is the foundation
for an effective assessment of the adequacy of a bank’s capital position.

The board of directors of the bank are responsible for setting the bank’s tolerance for risks.
The board should also ensure that management establishes a mechanism for assessing various
risks; develops a system to relate these risks to the bank’s capital level and sets up a method
for monitoring compliance with internal policies. It is equally important that the board instills
strong internal controls and thereby an effective control environment through adoption of
written policies and procedures and ensures that the policies and procedures are effectively
communicated throughout the bank.
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The analysis of a bank’s current and future capital requirements in relation to its strategic
objectives is a vital element of the strategic planning process. The strategic plan should
clearly outline the bank’s capital needs, anticipated capital expenditures, desirable capital
level, and external capital sources. Senior management and the board should view capital
planning as a crucial element in being able to achieve its desired strategic objectives.

Sound capital assessment

Another crucial component of an effective ICAAP is the assessment of capital. In order to be
able to make a sound capital assessment the bank should, at minimum, have the following:

o Policies and procedures designed to ensure that the bank identifies, measures, and reports
all material risks;

e A process that relates capital to the level of risk;

e A process that states capital adequacy goals with respect to risk, taking account of the
bank’s strategic focus and business plan; and

e A process of internal control, reviews and audit to ensure the integrity of the overall
management process.

Comprehensive assessment of risks

All material risks faced by the bank should be addressed in the capital assessment process.
Nepal Rastra Bank recognizes that not all risks can be measured precisely. However, bank
should develop a process to estimate risks with reasonable certainties. In order to make a
comprehensive assessment of risks, the process should, at minimum, address the following
forms of risk.

1.  Credit risk: Banks should have methodologies that enable them to assess the credit
risk involved in exposures to individual borrowers or counterparties as well as at the
portfolio level. The credit review assessment of capital adequacy, at a minimum,
should cover risk rating systems, portfolio analysis/aggregation, large exposures and
risk concentrations.

Internal risk ratings are an important tool in monitoring credit risk. Internal risk ratings
should be adequate to support the identification and measurement of risk from all credit
exposures, and should be integrated into an institution’s overall analysis of credit risk
and capital adequacy. The ratings system should provide detailed ratings for all assets,
not only for problem assets.

2. Credit concentration risk: Risk concentrations are arguably the single most important
cause of major problems in banks. A risk concentration is any single exposure or group
of exposures with the potential to produce losses large enough (relative to a bank’s
capital, total assets, or overall risk level) to threaten a bank’s health or ability to
maintain its core operations.

Lending being the primary activity of most banks, credit risk concentrations are often
the most material risk concentrations within a bank. However, risk concentrations can
arise in a bank’s assets, liabilities, or off-balance sheet items, through the execution or
processing of transactions (either product or service), or through a combination of
exposures across these broad categories. Credit risk concentrations are based on
common or correlated risk factors, which, in times of stress, have an adverse effect on
the creditworthiness of each of the individual counterparties making up the
concentration.
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Such credit concentrations are not addressed in the minimum capital requirements for
credit risk. Thus, banks should have in place effective internal policies, systems and
controls to identify, measure, monitor, and control their credit risk concentrations.
Banks should explicitly consider the extent of their credit risk concentrations in their
assessment of capital adequacy under review process. These policies should cover the
different forms of credit risk concentrations to which a bank may be exposed to. Such
concentrations include but are not limited to:

e Significant exposures to an individual counterparty or group of related
counterparty. Banks might also establish an aggregate limit for the management
and control of all of its large exposures as a group;

e Credit exposures to counterparties in the same economic sector or geographic
region;

o Credit exposures to counterparties whose financial performance is dependent on the
same activity or commaodity; and

e Indirect credit exposures arising from a bank’s CRM activities (e.g. exposure to a
similar type of collateral or credit protection provided by a single counterparty or
same collateral in cases of multiple banking).

A bank’s framework for managing credit risk concentrations should be clearly
documented and should include a definition of the credit risk concentrations relevant to
the bank and how these concentrations and their corresponding limits are calculated.
Limits should be defined in relation to a bank’s capital, total assets or, where adequate
measures exist, its overall risk level. A bank’s management should conduct periodic
stress tests of its major credit risk concentrations and review the results of those tests to
identify and respond to potential changes in market conditions that could adversely
impact the bank’s performance.

Operational risk: The failure to properly manage operational risk can result in a
misstatement of an institution’s risk/return profile and expose the institution to
significant losses. Gross income, used in the Basic Indicator Approach is only a proxy
for the scale of operational risk exposure of a bank and can in some cases
underestimate the need for capital. Thus, banks should develop a framework for
managing operational risk and evaluate the adequacy of capital as prescribed by this
framework. The framework should cover the bank’s appetite and tolerance for
operational risk, as specified through the policies for managing this risk, including the
extent and manner in which operational risk is transferred outside the bank. It should
also include policies outlining the bank’s approach to identifying, assessing, monitoring
and controlling/mitigating the risk.

Market risk: The prescribed approach for the computation of capital charge for market
risk is very simple and thus may not be directly aligned with the magnitude of risk.
Likewise, the approach only incorporates risks arising out of adverse movements in
exchange rates while ignoring other forms of risks like interest rate risk and equity
risks. Thus, banks should develop a framework that addresses these various forms of
risk and at the same time perform stress tests to evaluate the adequacy of capital.

The use of internal models by the bank for the measurement of market risk is highly
encouraged. Wherever banks make use of internal models for computation of capital
charge for market risks, the bank management should ensure the adequacy and
completeness of the system regardless of the type and level of complexity of the
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measurement system as the quality and reliability of the measurement system is largely
dependent on the quality of the data and various assumptions used in the model.

5. Liquidity risk: Liquidity is crucial to the ongoing viability of any financial institution.
Capital positions can have a telling effect on institution’s ability to obtain liquidity,
especially in a crisis. Each bank must have adequate systems for measuring, monitoring
and controlling liquidity risk. Banks should evaluate the adequacy of capital given their
own liquidity profile and the liquidity of the markets in which they operate. Banks are
also encouraged to make use of stress testing to determine their liquidity needs and the
adequacy of capital.

6.  Other risks: Although the ‘other’ risks, such as reputational and strategic risk, are not
easily measurable, banks are expected to take these into consideration as well while
deciding on the level of capital.

Monitoring and reporting

The bank should establish an adequate system for monitoring and reporting risk exposures
and assessing how the bank’s changing risk profile affects the need for capital. The bank’s
senior management or board of directors should, on a regular basis, receive reports on the
bank’s risk profile and capital needs. These reports should allow senior management to:

o Evaluate the level and trend of material risks and their effect on capital levels;

o Evaluate the sensitivity and reasonableness of key assumptions used in the capital
assessment measurement system,;

o Determine that the bank holds sufficient capital against the various risks and is in
compliance with established capital adequacy goals; and

e Assess its future capital requirements based on the bank’s reported risk profile and make
necessary adjustments to the bank’s strategic plan accordingly.

Internal control review

The bank’s internal control structure is essential to a sound capital assessment process.
Effective control of the capital assessment process includes an independent review and,
where appropriate, the involvement of internal or external audits. The bank’s board of
directors has a responsibility to ensure that management establishes a system for assessing the
various risks, develops a system to relate risk to the bank’s capital level, and establishes a
method for monitoring compliance with internal policies. The board should regularly verify
whether its system of internal controls is adequate to ensure well-ordered and prudent
conduct of business.

The bank should conduct periodic reviews of its risk management process to ensure its
integrity, accuracy, and reasonableness. Key areas that should be reviewed include:

e Appropriateness of the bank’s capital assessment process given the nature, scope and
complexity of its activities;

o Identification of large exposures and risk concentrations;
e Accuracy and completeness of data inputs into the bank’s assessment process;
o Reasonableness and validity of scenarios used in the assessment process; and

e Stress testing and analysis of assumptions and inputs.
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SUPERVISORY REVIEW:

Nepal Rastra Bank shall regularly review the process by which a bank assesses its capital adequacy,
risk positions, resulting capital levels, and quality of capital held by a bank. Supervisors shall also
evaluate the degree to which a bank has in place a sound internal process to assess capital
adequacy. The emphasis of the review should be on the quality of the bank’s risk management and
controls and should not result in supervisors functioning as bank management. The periodic review
can involve any or a combination of:

o On-site examinations or inspections;
o Off-site review;
e Discussions with bank management;

o Review of work done by external auditors (provided it is adequately focused on the necessary
capital issues); and

e Periodic reporting.

Some of the key areas which will be reviewed during the supervisory review process are discussed
hereunder

a. Review of adequacy of risk assessment

NRB shall assess the degree to which internal targets and processes incorporate the full range
of material risks faced by the bank. Supervisors shall also review the adequacy of risk
measures used in assessing internal capital adequacy and the extent to which these risk
measures are also used operationally in setting limits, evaluating business line performance,
and evaluating and controlling risks more generally. Supervisors shall consider the results of
sensitivity analyses and stress tests conducted by the institution and how these results relate
to capital plans.

b. Assessment of capital adequacy

NRB shall review the bank’s processes to determine that:

e Target levels of capital chosen are comprehensive and relevant to the current operating
environment;

e These levels are properly monitored and reviewed by senior management; and
e The composition of capital is appropriate for the nature and scale of the bank’s business.

NRB shall also consider the extent to which the bank has provided for unexpected events in
setting its capital levels. This analysis should cover a wide range of external conditions and
scenarios, and the sophistication of techniques and stress tests used should be commensurate
with the bank’s activities.

C. Assessment of the control environment

NRB shall consider the quality of the bank’s management information reporting and systems,
the manner in which business risks and activities are aggregated, and management’s record in
responding to emerging or changing risks. In all instances, the capital level at an individual
bank should be determined according to the bank’s risk profile and adequacy of its risk
management process and internal controls. External factors such as business cycle effects and
the macroeconomic environment should also be considered.
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Supervisory review of compliance with minimum standards

In order to obtain relief as per this framework banks are required to observe a humber of
requirements, including risk management standards and disclosures. In particular, banks will
be required to disclose features of their internal methodologies used in calculating minimum
capital requirements. As part of the supervisory review process, supervisors must ensure that
these conditions are being met on an ongoing basis. Likewise, the supervisors must ensure
that qualifying criteria as specified in the framework are continuously being met as these
criteria are developed as benchmarks aligned with bank management's expectations for
effective risk management and capital allocation.

Significance of risk transfer

Securitization or credit sale agreements with recourse may be carried out for purposes other
than credit risk transfer (e.g. funding). Where this is the case, there might still be a limited
transfer of credit risk. However, for an originating bank to achieve reductions in capital
requirements, the risk transfer arising from a securitization or credit sale has to be deemed
sufficient by the NRB. If the risk transfer is considered to be insufficient or non existent,
NRB can require the application of a higher capital requirement or, alternatively, may deny a
bank from obtaining any capital relief from the securitization or transfer agreements.
Therefore, the capital relief that can be achieved will correspond to the amount of credit risk
that is effectively transferred.

Credit Risk Mitigants

In case when the eligibility requirements are not fulfilled, NRB will not consider Credit Risk
Mitigants in allocating capital. Similarly, CRM may give rise to residual risks, which may
render the overall risk reduction less effective. Where, these risks are not adequately
controlled by the bank, NRB may impose additional capital charges or take other appropriate
supervisory actions.

Operational risk and Market Risk

The framework prescribes simple approaches for allocating capital for operational and market
risk which may not be directly aligned with the volume and complexity of risk. Thus, the
supervisor shall consider whether the capital requirements generated by the prescribed
approaches give a consistent picture of the individual bank's risk exposure in comparison
with the peer group and the banking industry at large. Where NRB is convinced such is not
the case, appropriate supervisory response is warranted.

Market Discipline

The framework requires banks to disclose various key information about their business on a
periodic basis. It is imperative that the banks discharge their obligations under the disclosure
requirements in order to be eligible to claim benefits of CRM. In line with the utmost
significance of this requirement, the supervisor shall review the adequacy of the disclosures.
As a part of this process itself, the supervisor shall regularly review the website of the banks
and review the contents of the site. Wherever the review process identifies any shortcomings
or non-compliances, appropriate supervisory response shall be initiated.

SUPERVISORY RESPONSE:

Nepal Rastra Bank expects banks to operate above the minimum regulatory capital ratios. If, NRB
is not convinced about the risk management practices and the control environment, it has the
authority to require banks to hold capital in excess of the minimum.
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Supervisory adjustments in risk weighted assets and capital

Having carried out the review process as described above, supervisors should take
appropriate action if they are not satisfied with the results of the bank’s own risk assessment
and capital allocation. In such a scenario, NRB shall be empowered to undertake any or
combination of the following adjustments in the banks risk weighted assets and regulatory
capital computations.

1.

Shortfall in provisions made by the bank against adversely classified assets shall be
deducted from the Tier 1 capital.

The loans and facilities extended to Directors, Employees (other than loans given under
Employee rules), Shareholders holding more than 1% percent shares and related parties
as well as loans, advances and facilities restricted by the prevailing rules and
regulations shall be deducted from Tier 1 capital.

In case the bank has provided loans and facilities in excess of its Single Obligor Limits,
10% of all such excess exposures shall be added to the risk weighted exposure for
credit risk.

Where the bank has been involved in the sale of credit with recourse facility, 1% of the
contract (sale) value shall be added to the risk weight for credit risk.

Where the banks do not have satisfactory Assets Liability Management policies and
practices to effectively manage the market risks, an additional risk weight of 1% of Net
Interest Income of the immediate previous financial year shall be added to the risk
weight for market risk.

Where the Net Interest Income of the immediate previous financial year is negative, 1%
of the total credit and investments net of specific provisions shall be the capital charge
for unsatisfactory ALM policies and practices.

Where the bank's net liquid asset to total deposit ratio is less than 20%, a risk weight of
1% (as given in the table below) of total deposit, for each percent or portion of percent
shortfall in such ratio, is added to total of the Risk Weighted Exposures.

Net liquid asset to total deposit | A risk weight to be added to the Risk Weighted
ratio Exposures

19% - less than 20% 1% of total deposit

18% - less than 19% 2% of total deposit

17% - less than 18% 3% of total deposit

16% - less than 17% 4% of total deposit

15% - less than 16% 5% of total deposit and so on.

For this purpose, liquid assets include cash and bank balances, money at call & short
notice, placement upto 90 days and investment in government securities. Borrowings
repayable upto 90 days is deducted from liquid assets to obtain net liquid assets.

Note: Aforesaid Provision shall be effective from Falgun end 2066 BS.

Where the banks do not adopt sound practices for the management of operational risk,
an additional capital charge of 2% to 5% of Gross Income of immediate previous
financial year shall be levied for operational risks.

Where the Gross Income determined for computation of capital charge of Operational
Risk for all of the last three years is negative and where the banks themselves have not
addressed the capital charge for operational risk, 5% of the total credit and investments
net of specific provisions shall be the capital charge for operational risk.
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New banks who have not completed a year of operation and hence whose gross income
cannot be measured reliably and where the banks themselves have not addressed the
capital charge for operational risk, shall also be required to compute their capital charge
for operational risk vide the same approach as prescribed for banks with negative gross
income. These banks may use the gross income approach from second year onwards.
But, based on the reasonableness of the so computed capital charge for Operation Risk,
during the first three years of operation, review process may require additional
proportion of capital charge.

9.  During the course of review, where the supervisor is not satisfied with the overall risk
management policies and procedures of the bank, the total risk weighted exposures of
the bank shall be increased up to 5%.

10. In case the bank has not achieved the desired level of disclosure requirements, the total
risk weighted exposures of the bank shall be increased up to 3%.

11. Banks that do not meet the eligibility requirements to claim the benefit under credit risk
mitigation techniques shall not be allowed the benefit of CRM.

b. Corrective Actions for Non-Compliances

1. The failure on part of the banks to meet the provisions of this framework shall be
considered as a violation of the NRB directives and shall attract stipulated actions. The
nature of the enforcement action largely depends on degree of the capital adequacy of
the bank. The trigger points and the prescribed action in case of non-compliance shall
be as per the provisions of Prompt Corrective Action Byelaw 2074 propounded by
Nepal Rastra Bank.

DISCLOSURE
GENERAL:

The purpose of disclosure requirements is to complement the minimum capital requirements and
the review process by developing a set of disclosure requirements which will allow market
participants to assess key pieces of information on the scope of application, capital, risk exposures,
risk assessment processes, and hence the capital adequacy of the bank. It is believed that providing
disclosures that are based on a common framework is an effective means of informing the market
about a bank’s exposure to those risks and provides a consistent and comprehensive disclosure
framework that enhances comparability. The importance of disclosure is more pronounced in cases
of bank that rely on internal methodologies in assessing capital requirements.

DISCLOSURE PRINCIPLES:

Banks should have a formal disclosure policy approved by the Board of Directors that addresses the
bank’s approach for determining what disclosures it will make and the internal controls over the
disclosure process. In addition, banks should implement a process for assessing the appropriateness
of their disclosures, including validation and frequency. While deciding on the disclosure policy,
the board should pay due attention to strike a balance between materiality and proprietary and
confidential information.

a. Materiality

Besides the minimum prescribed disclosure requirements, a bank should decide which
additional disclosures are relevant for it based on the materiality concept. Information would
be regarded as material if its omission or misstatement could change or influence the
assessment or decision of a user relying on that information for the purpose of making
economic decisions.
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7.4

b. Proprietary and confidential information

Proprietary information encompasses information (for example on products or systems), that
if shared with competitors would render a bank’s investment in these products/systems less
valuable, and hence would undermine its competitive position. Information about customers
is often confidential, in that it is provided under the terms of a legal agreement or
counterparty relationship. This has an impact on what banks should reveal in terms of
information about their customer base, as well as details on their internal arrangements, for
instance methodologies used, parameter estimates, data etc. The disclosure requirements set
out below by NRB aims to strike an appropriate balance between the need for meaningful
disclosure and the protection of proprietary and confidential information.

VALIDATION:

The disclosures of the bank should be subjected to adequate validation. In addition, supplementary
material (such as Management’s Discussion and Analysis) that is published should also be
subjected to sufficient scrutiny (e.g. internal control assessments, etc.) to satisfy the validation
issue. If material is not published under a validation regime, for instance in a stand alone report or
as a section on a website, then management should ensure that appropriate verification of the
information takes place, in accordance with the general disclosure principles.

DISCLOSURE REQUIREMENTS:

Banks should at minimum, disclose the following information at the stipulated time intervals. At
the same time, banks shall be free to disclose any other information they consider important for its
stakeholders as and when they consider necessary, beyond the prescribed requirements.

a. Banks should provide the following disclosures as at end of each financial year along with the
annual financial statements.

1.  Capital structure and capital adequacy

Tier 1 capital and a breakdown of its components;
Tier 2 capital and a breakdown of its components;

o 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.

Deductions from capital;

Total qualifying capital;

Capital adequacy ratio;

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

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

2. Risk exposures

O O O O

Risk weighted exposures for Credit Risk, Market Risk and Operational Risk;
Risk Weighted Exposures under each of 11 categories of Credit Risk;

Total risk weighted exposure calculation table;

Amount of NPAs (both Gross and Net)

» Restructure/Reschedule Loan

» Substandard Loan

» Doubtful Loan

O O O O
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» Loss Loan
o NPA ratios
» Gross NPA to gross advances
» Net NPA to net advances
Movement of Non Performing Assets
Write off of Loans and Interest Suspense
Movements in Loan Loss Provisions and Interest Suspense
Details of additional Loan Loss Provisions

Segregation of investment portfolio into Held for trading, Held to maturity and
Available for sale category
Risk Management Function

o O O O O

o For each separate risk area (Credit, Market and Operational risk), banks must
describe their risk management objectives and policies, including:

> Strategies and processes;

» The structure and organization of the relevant risk management function;
» The scope and nature of risk reporting and/or measurement systems; and
>

Policies for hedging and/or mitigating risk and strategies, and processes for
monitoring the continuing effectiveness of hedges/mitigants.

o Types of eligible credit risk mitigants used and the benefits availed under CRM.

All commercial banks should make following disclosures on a quarterly basis on their
respective websites.

@)

o

O O O O 0O O O

O O O O

Tier 1 capital and a breakdown of its components;
Tier 2 capital and a breakdown of its components;

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.

Deductions from capital;

Total qualifying capital;

Capital adequacy ratio;

Risk weighted exposures for Credit Risk, Market Risk and Operational Risk;
Risk Weighted Exposures under each of 11 categories of Credit Risk;
Total risk weighted exposure calculation table;

Amount of NPAs (both Gross and Net)

» Restructure/Reschedule Loan

» Substandard Loan

» Doubtful Loan

» Loss Loan

NPA ratios

» Gross NPA to gross advances

» Net NPA to net advances

Movement of Non Performing Assets

Write off of Loans and Interest Suspense

Movements in Loan Loss Provisions and Interest Suspense

Details of Additional Loan Loss Provisions

.@-U_E'; (l@-” \9%



o Segregation of investment portfolio into Held for trading, Held to maturity and Available
for sale category

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

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

c.  Disclosure requirements under this framework should also be published in the respective

websites of the banks. Such disclosures of the banks should also be updated to reflect the
capital adequacy position of the banks after the supervisory adjustments under the review
process. Banks that do not host a website yet are required to make the necessary
arrangements to host a website immediately.

d.  Banks are required to report to NRB their capital adequacy computations, according to the

format as specified in Annexure of this framework on a monthly basis within one month after
the end of the month or as required by NRB from time to time. All such returns has to be
validated by the internal auditor of the bank. If the monthly internal audit could not be carried
out, it should be disclosed on the monthly returns. But, such returns at the end of each quarter
must be submitted with the validation from the internal auditor of the bank.

In addition to the returns specified above, a bank must inform NRB within 30 days of:

1. Any breach of the minimum capital adequacy requirements set out in this framework
together with an explanation of the reasons for the breach and the remedial measures it
has taken to address those breaches.

2. Any concerns it has about its capital adequacy, along with proposed measures to address
these concerns.

e. Full compliance of these disclosure requirements is a pre-requisite before banks can obtain
any capital relief (i.e., adjustments in the risk weights of collateralized or guaranteed
exposures) in respect of any credit risk mitigation techniques.

FORM NO. 1 CAPITAL ADEQUACY TABLE

(Rs.In .....)
1. 1 Risk Weighted Exposures Current Previous
Period Period

a | Risk Weighted Exposure for Credit Risk
b | Risk Weighted Exposure for Operational Risk
¢ | Risk Weighted Exposure for Market Risk
Adjustments under Pillar 11

Adjustment as per SRP 6.4a (5)

Adjustment as per SRP 6.4a (6)

Adjustment as per SRP 6.4a (7)

Adjustment as per SRP 6.4a (9)

Adjustment as per SRP 6.4a (10)
Total Risk Weighted Exposures (After Bank's adjustments of
Pillar 11)

Current Previous
1.2 CAPITAL Period Period
Core Capital (Tier 1)

a | Paid up Equity Share Capital
b | Irredeemable Non-cumulative preference shares
c | Share Premium
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Proposed Bonus Equity Shares

Statutory General Reserves

Retained Earnings

Un-audited current year cumulative profit/(Loss)

Capital Redemption Reserve

Capital Adjustment Reserve

Debenture Redemption Reserves

Dividend Equalization Reserves

Other Free Reserve

Less: Goodwill

Less: Fictitious Assets

Less: Investment in equity in licensed Financial Institutions

Less: Investment in equity of institutions with financial interests

Less: Investment in equity of institutions in excess of limits

Less: Investments arising out of underwriting commitments

—~ | *_Q'cosg—‘—-—':r@ =|oD |

Less: Reciprocal crossholdings

Less: Purchase of land & building in excess of limit &
unutilized

e

v | Less: Other Deductions

Adjustments under Pillar 11
Less: Shortfall in Provision (6.4 a 1)

Less: Loans and Facilities extended to Related Parties
and Restricted lending (6.4 a 2)

w

upplementary Capital (Tier 1) 0 0

a | Cumulative and/or Redeemable Preference Share

b | Subordinated Term Debt

¢ | Hybrid Capital Instruments

d | General Loan Loss Provision

e | Exchange Equalization Reserve

f | Investment Adjustment Reserve

g | Assets Revaluation Reserve

h | Other Reserves

Total Capital Fund (Tier I and Tier I1) 0 0

1.3 CAPITAL ADEQUACY RATIOS Current Previous
Period Period

Tier 1 Capital to Total Risk Weighted Exposures (After Bank's
adjustments of Pillar I1)

Tier 1 and Tier 2 Capital to Total Risk Weighted Exposures(After
Bank's adjustments of Pillar I1)

**The balance of employee training and capacity development fund, Corporate Social Responsibilty
Fund, Regulatory Reserve and other funds that are restricted for distribution and Fair Value Reserve,
Actuarial Loss (positive figure from OCI) should not be included in Other Free Reserve

*FHAR AT ATGIE PV, YN ATHINF ITRETAE B, ARG FeT & Mufra s¥er @@ Fair Value
Reserve, Actuarial Loss #Y &MTcH® TR W&am OC| are fafsta sriver dofrerrsmr swmaer T 9re 87 |

Note: this table should be based on the figures as reported in financial statements, as per applicable
reporting standards.
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FORM NO. 2: RISK WEIGHTED EXPOSURE FOR CREDIT RISK

(Rs.In .....)
Specific
Provisio
n& Eligib Risk Risk
5’2& IZ Valuatio le V':ﬁtje Weig | Weighted

A. Balance Sheet Exposures n CRM ht Exposures

Adjustm

ent
a b c d:eg-b- e f=d*e
Cash Balance 0 0 0] 0% 0
Balance With Nepal Rastra Bank 0 0 0] % 0
Gold 0 0 0 0% 0
Investment in Nepalese Government 0 0 0] 0% 0
All Claims on Government of Nepal 0 0 0] 0% 0
Investment in Nepal Rastra Bank securities 0 0 0| 0% 0
All claims on Nepal Rastra Bank 0 0 0] 0% 0
Claims on Foreign Government and Central 0
Bank (ECA 0-1) 0 0 0| 0% 0
Claims on Foreign Government and Central 0
Bank (ECA -2) 0 0 0 0 20% 0
Claims on Foreign Government and Central 0
Bank (ECA -3) 0 0 0 0 50% 0
Claims on Foreign Government and Central 0 0 0 0 100 0
Bank (ECA-4-6) %
Claims on Foreign Government and Central 0 0 0 0 150 0
Bank (ECA -7) %
Claims On BIS, IMF, ECB, EC and on
Multilateral Development Banks (MDB's) 0 0 0| 0% 0
recognized by the framework
Claims on Other Multilateral Development 0 0 0 0 100 0
Banks %
Claims on Domestic Public Sector Entities 0 0 0 0 1(300 0
Claims on Public Sector Entity (ECA 0-1) 0 0 0 0| 20% 0
Claims on Public Sector Entity (ECA 2) 0 0 0 0| 50% 0
Claims on Public Sector Entity (ECA 3-6) 0 0 0 0 1(2)0 0
Claims on Public Sector Entity (ECA 7) 0 o] o 0| 10 0
Claims on dor_nestlc banks that meet capital 0 0 0 0l 20% 0
adequacy requirements
Claims on domestic banks that do not meet 100
. . 0 0 0 0 0

capital adequacy requirements %
Claims on foreign bank (ECA Rating 0-1) 0 0 0 0] 20% 0
Claims on foreign bank (ECA Rating 2) 0 0 0 0| 50% 0
Claims on foreign bank (ECA Rating 3-6) 0 0 0 0] 100 0
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Claims on foreign bank (ECA Rating 7) 0 0 0 0] 150 0
Claims on foreign bank incorporated in
SAARC region and China operating with a 0
buffer of 1% above their respective 0 0 0 0 20% 0
regulatory capital requirement
Claims on Domestic Corporate (Credit rating 0
Score equivalent to AAA) 0 0 0 0| 50% 0
Claims on Domestic Corporate(Credit rating
Score equivalent to AA+to AA-) 0 0 0 0] 70% 0
Claims on Domestic Corporate(Credit rating
Score equivalentto A+ to A-) 0 0 0 0| 80% 0
Claims on Domestic Corporate(Credit rating 0 0 0 0 100 0
Score equivalent to BBB+ & below) %
Claims on Domestic Corporate (Unrated) 0 0 0 0 1(300 0
Claims on Foreign Corporates (ECA 0-1) 0 0 0 0] 20% 0
Claims on Foreign Corporates (ECA 2) 0 0 0 0| 50% 0
Claims on Foreign Corporates (ECA 3-6) 0 0 0 0| 100 0
Claims on Foreign Corporates (ECA 7) 0 0 0 0| 150 0
Regulatory Retail Portfolio (Not Overdue) 0 0 0 0| 75% 0
Claims fulfilling all criterion of regulatory 0 0 0 0 100 0
retail except granularity %
Claims secured by residential properties 0 0 0 0| 60% 0
Claims not fully secured by residential 0 0 0 0| 150 0
Claims secured by residential properties 0 0 0 0] 100 0
Claims secured by Commercial real estate 0 0 0 0] 100 0
Past due claims (except for claim secured by 150
e : 0 0 0 0 0
residential properties) %
High Risk claims 0 0 0 0] 150 0
Investments in equity and other capital 100
instruments of institutions listed in the stock 0 0 0 0 o 0
exchange 0
Investments in equity and other capital 150
instruments of institutions not listed in the 0 0 0 0 o 0
stock exchange 0
Staff loan secured by residential property 0 0 0 0] 50% 0
Interest Receivable/claim on government 0 0 0 0] 0% 0
Cash in transit angl other cash items in the 0 0 0 0l 20% 0
process of collection
Other Assets (as per attachment) 0 0 0 0] 100 0
TOTAL 0 0 0 0 0
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Gross | Specific |Eligib Net Risk Risk
Book | Provisio le Value Weig | Weighted
B. Off Balance Sheet Exposures Value n CRM ht Exposures
a b c d:i-b- e f=d*e
Revocable Commitments 0 0 0| 0% 0
Bills Under Collection 0 0 0| 0% 0
Forward Exchange Contract Liabilities 0 0 0 0] 10% 0
LC Commitments With Original Maturity
Upto 6 months 0 0 0 0| 20% 0
Domestic counterparty
Foreign counterparty (ECA Rating 0-1) 0 0 0 0| 20% 0
Foreign counterparty (ECA Rating 2) 0 0 0 0| 50% 0
Foreign counterparty (ECA Rating 3-6) 0 0 0 0 102)0 0
Foreign counterparty (ECA Rating 7) 0 o] o 0| B2 0
LC Commitments With Original Maturity
Over 6 months 0 0 0 0| 50% 0
Domestic counterparty
Foreign counterparty (ECA Rating 0-1) 0 0 0 0| 20% 0
Foreign counterparty (ECA Rating 2) 0 0 0 0| 50% 0
Foreign counterparty (ECA Rating 3-6) 0 0 0 0 1(300 0
Foreign counterparty (ECA Rating 7) 0 o] o 0| B 0
Bid Bond, Performance Bond and Counter
guarantee 0 0 0 0| 40% 0
Domestic counterparty
Foreign counterparty (ECA Rating 0-1) 0 0 0 0| 20% 0
Foreign counterparty (ECA Rating 2) 0 0 0 0| 50% 0
Foreign counterparty (ECA Rating 3-6) 0 0 0 0 1(300 0
Foreign counterparty (ECA Rating 7) 0 0 0 0 1(;)0 0
Underwriting commitments 0 0 0 0| 50% 0
Lending of Bank's Securities or Posting of 100
L 0 0 0 0 0
Securities as collateral %
Repurchase Agreements, Assets sale with 0 0 0 0 1000 0
recourse %
Advance Payment Guarantee 0 0 0 0 1(300 0
Financial Guarantee 0 0 0 0 1(2)0 0
Acceptances and Endorsements 0 0 0 0 1(300 0
Unpal_d_ portion of Partly paid shares and 0 0 0 0 100 0
Securities %
Irrevocable Credit commitments (Short 0 0 0 0| 20% 0
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Term)

Irrevocable Credit commitments (Long

Adjustment (A) +(B)

0 0 0 0| 50%

Term)
Claims on foreign bank incorporated in
SAARC region operatl_ng with a buffer of 0 0 0 0l 20%
1% above their respective regulatory capital
requirement

. o 100
Other Contingent Liabilities 0 0 0 0 %

. . 200
Unpaid Guarantee Claims 0 0 0 0 %
TOTAL 0 0 0 0
Total RWE for Credit Risk Before 0 0 0 0

Adjustments under Pillar 11

Add: 10% of the loan and facilities in
excess of Single Obligor Limits(6.4 a 3)

(6.4a4)

Add: 1% of the contract(sale) value in
case of the sale of credit with recourse

adjustments of Pillar 11)

Total RWE for credit Risk (After Bank's

FORM NO.3 ELIGIBLE CREDIT RISK MITIGANTS

Credit exposures Deposit |Deposit | Gol | Govt. |G'te |Sec/G'te |G'tee of | G'tee Sec/G't |Tota

swith | swith | d & |eof | eof |domesti | of |eeof I

Bank | other NRB |Govt | Other |cbanks |MDB |Foreig

banks/F Securi | .of | Soverei S n
I ties [Nep | gns Banks
al

(@) (b) [(© [ [ | () @ [() | ()
Balance Sheet Exposures
Claims on Foreign government and
Central Bank (ECA -2) 0
Claims on Foreign government and
Central Bank (ECA -3) 0
Claims on Foreign government and
Central Bank (ECA-4-6) 0
Claims on Foreign government and
Central Bank (ECA -7) 0
Claims on Other Multilateral
Development Banks 0
Claims on Domestic Public Sector
Entity
Claims on Public Sector Entity
(ECA 0-1) 0
Claims on Public Sector Entity
(ECA 2) 0
Claims on Public Sector Entity 0
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Credit exposures Deposit |Deposit | Gol | Govt. |G'te |Sec/G'te |G'tee of | G'tee Sec/G't |Tota

swith | swith | d & |eof | eof |domesti | of |eeof I

Bank | other NRB [Govt | Other |cbanks [MDB |Foreig

banks/F Securi | .of | Soverei S n
I ties [Nep | gns Banks
al

(@) (b) [(© [ | | () @ [ () | ()
(ECA 3-6)
Claims on Public Sector Entity
(ECAT) 0
Claims on domestic banks that
meet capital adequacy
requirements 0
Claims on domestic banks that do
not meet capital adequacy
requirements 0
Claims on foreign bank (ECA
Rating 0-1) 0
Claims on foreign bank (ECA 0
Rating 2)
Claims on foreign bank (ECA 0
Rating 3-6)
Claims on foreign bank (ECA 0
Rating 7)
Claims on  foreign  bank
incorporated in SAARC region and
China operating with a buffer of
1% above their  respective
regulatory capital requirement
Claims on Domestic Corporates 0
Claims on Foreign Corporates 0
(ECA 0-1)
Claims on Foreign Corporates 0
(ECA 2)
Claims on Foreign Corporates 0
(ECA 3-6)
Claims on Foreign Corporates 0
(ECAT)
Regulatory Retail Portfolio (Not 0
Overdue)
Claims fulfilling all criterion of 0
regulatory retail except granularity
Claims secured by residential 0
properties
Claims not fully secured by 0
residential properties
Claims secured by residential 0
properties (Overdue)
Claims secured by Commercial 0

real estate
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Credit exposures Deposit |Deposit | Gol | Govt. |G'te |Sec/G'te |G'tee of | G'tee Sec/G't |Tota
swith | swith | d & |eof | eof |domesti | of |eeof I
Bank | other NRB [Govt | Other |cbanks [MDB |Foreig
banks/F Securi | .of | Soverei S n
I ties [Nep | gns Banks
al
(a) (b) () [ (d) () | (F) @ | () | ()
Past due claims (except for claim 0
secured by residential properties)
High Risk claims 0
Investments in equity and other 0
capital instruments of institutions
listed in the stock exchange
Investments in equity and other 0
capital instruments of institutions
not listed in the stock exchange
Other Assets (as per attachment)
Total 0
Off Balance Sheet Exposures
Forward  Exchange  Contract
Liabilities
LC Commitments With Original 0
Maturity Upto 6 months
Domestic counterparty
Foreign counterparty (ECA 0
Rating 0-1)
Foreign counterparty (ECA Rating 0
2)
Foreign counterparty (ECA Rating 0
3-6)
Foreign counterparty (ECA Rating 0
7)
LC Commitments With Original 0
Maturity Over 6 months
Domestic counterparty
Foreign counterparty (ECA Rating 0
0-1)
Foreign counterparty (ECA Rating 0
2)
Foreign counterparty (ECA Rating 0
3-6)
Foreign counterparty (ECA Rating 0
7)
Bid Bond, Performance Bond and 0
Counter guarantee
Domestic counterparty
Foreign counterparty (ECA Rating 0
0-1)
Foreign counterparty (ECA Rating 0

2)
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Credit exposures Deposit |Deposit | Gol | Govt. |G'te |Sec/G'te |G'tee of | G'tee Sec/G't |Tota

swith | swith | d & |eof | eof |domesti | of |eeof I

Bank | other NRB [Govt | Other |cbanks [MDB |Foreig

banks/F Securi | .of | Soverei S n
I ties [Nep | gns Banks
al
(a) (b) () [ (d) () | (F) @ | () | ()

Foreign counterparty (ECA Rating 0
3-6)
Foreign counterparty (ECA Rating 0
7)
Underwriting commitments 0
Lending of Bank's Securities or 0
Posting of Securities as collateral
Repurchase Agreements, Assets 0
sale with recourse
Advance Payment Guarantee 0
Financial Guarantee 0
Acceptances and Endorsements 0
Unpaid portion of Partly paid 0
shares and Securities
Irrevocable Credit commitments 0
(Short Term)
Irrevocable Credit commitments
(Long Term)
Other Contingent Liabilities 0

Total

Grand Total

FORM NO.4 EXHIBIT OF CLAIMS WITH CREDIT RISK MITIGANTS

(Rsdn ................)
S. Counterparty | Categor | Facility | Outstandin Eligible CRM
N. y 9 Nature Gross Haircut Net
Amount Amount
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FORM NO.5 OTHER ASSETS

S.No. Assets Gross Amount

Specific

Net

Provision & | Balance

Valuation
Adjustment

Current tax assets

Investment property

Property and equipment

Assets held for sale

Other non-banking assets

Bills receivable

Accounts receivable

Accrued income

O O NP WIN|F-

Prepayment and deposits

=
o

Income tax deposits

[3XY
[ExY

Deferred employee expenditure

O|lO|0O|O|O|O|O|O|O|O|O

[N
N

Others

TOTAL 0

FORM NO. 6: RISK WEIGHTED EXPOSURE FOR OPERATIONAL RISK

Particulars

Net Interest Income

Commission and Discount Income

Other Operating Income

Exchange Fluctuation Income

Addition/Deduction in Interest Suspense during the period

Gross income (a)

Alfa (b)

15%

15%

15%

Fixed Percentage of Gross Income [c=(axb)]

Capital Requirement for Operational Risk (d) (average of c)

Risk Weight (reciprocal of capital requirement of 10%) in
times (e)

Equivalent Risk Weight Exposure [f=(dxe)]

PILLAR-11 ADJUSTMENTS

If Gross Income for all the last three years is negative(6.4 a

8)

Total Credit and Investment (net of Specific Provision)

Capital Requirement for Operational Risk (5%)

Risk Weight (reciprocal of capital requirement of 10%) in times

Equivalent Risk Weight Exposure [g]

Equivalent Risk Weight Exposure [h=f or g)

10

10
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FORM NO.7 RISK WEIGHTED EXPOSURE FOR MARKET RISK

S.No. Currency Open Position (FCY) Open Position (NPR) Relevant Open
Position
1 INR
2 UsD
3 GBP
4 EURO
5 THB
6 CHF
I
8 | ...
9 | ...
Total Open Position (a)
Fixed Percentage (b) 5%

Capital Charge for Market Risk [c=(axb)]

Risk Weight (reciprocal of capital requirement of 10%) in times (d)

Equivalent Risk Weight Exposure [e=(cxd)]

FORM NO. 8 NET LIQUID ASSETS TO TOTAL DEPOSIT RATIO

(Rs.In .....)

Particulars

Amount

Total Deposit and Borrowing (A)

Total Deposit(as per NRB Ni.Fa. 9.1)

Total Borrowing(as per NRB Ni.Fa. 9.1)

Liquid Assets (B)

Cash(9.1)

Bank Balance(9.1)

Money at call and short notice (9.1)

Investment in government Securities(9.1)

Placement upto 90 days

Borrowings payable upto 90 days (C)

Net Liquid Assets (D)=(B-C)

Net Liquid Assets to Total Deposit

Shortfall in Ratio

Amount to be added to Risk Weighted Exposures
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Name of the Bank or Financial Institution

Consolidated Statement of Financial Position

Group Bank
Current Previous Current Previous
Note Year Year Year Year
Assets
Cash and cash equivalent 4.1
Due from Nepal Rastra Bank 4.2
Placement with Bank and Financial Institutions 4.3
Derivative financial instruments 4.4
Other trading assets 4.5
Loan and advances to B/Fls 4.6
Loans and advances to customers 4.7
Investment securities 4.8
Current tax assets 4.9
Investment in subsidiaries 4.10
Investment in associates 4.11
Investment property 4,12
Property and equipment 4.13
Goodwill and Intangible assets 4.14
Deferred tax assets 4.15
Other assets 4.16
Total Assets
Current Previous Current Previous
Note Year Year Year Year
Liabilities
Due to Bank and Financial Institutions 4.17
Due to Nepal Rastra Bank 4.18
Derivative financial instruments 4.19
Deposits from customers 4.20
Borrowing 4.21
Current Tax Liabilities 4.9
Provisions 4.22
Deferred tax liabilities 4.15
Other liabilities 4.23
Debt securities issued 4.24
Subordinated Liabilities 4.25
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Total liabilities

Equity

Share capital 4.26
Share premium

Retained earnings

Reserves 4.27

Total equity attributable to equity holders
Non-controlling interest

Total equity

Total liabilities and equity

Contingent liabilities and commitment 4.28
Net assets value per share

Name of the Bank or Financial Institution

Consolidated Statement of Profit or Loss
For the year ended ......Asar 20.......

Group Bank
Current Previous Current Previous
Note Year Year Year Year
Interest income 4.29
Interest expense 4.30

Net interest income

Fee and commission income 431
Fee and commission expense 4.32

Net fee and commission income

Net interest, fee and commission income

Net trading income 4.33
Other operating income 4.34

Total operating income

Impairment charge/(reversal) for loans and other

losses 4.35
Net operating income

Operating expense

Personnel expenses 4.36
Other operating expenses 4.37
Depreciation & Amortization 4.38
Operating Profit

Non operating income 4.39
Non operating expense 4.40
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Profit before income tax

Income tax expense 4.41
Current Tax
Deferred Tax

Profit for the year

Profit attributable to:
Equity holders of the Bank
Non-controlling interest

Profit for the year

Earnings per share
Basic earnings per share
Diluted earnings per share

Name of the Bank or Financial Institution
Consolidated Statement of Comprehensive Income
For the year ended ......Asar 20.......

Group

Bank

Current Previous
Note Year Year

Current Previous

Year

Year

Profit for the year
Other comprehensive income, net of income tax

a) Items that will not be reclassified to profit or loss
e Gains/(losses) from investments in equity instruments measured at fair value
e Gains/(losses) on revalution
o Atuarial gains/(losse) on defined benefit plans
e Income tax relating to above items
Net other comprehsive income that will not be reclassified to profit or loss

b) Items that are or may be reclassified to profit or loss
Gains/(losses) on cash flow hedge
Exchange gains/(losses) (arising from translating financial assets of foreign operation)

Income tax relating to above items

Reclassify to profit or loss

Net other comprehsive income that are or may be reclassified to profit or loss
c) Share of other comprehensive income of associate accounted as per equited method
Other comprehensive income for the year, net of income tax

Total comprehensive income for the year

Total comprehensive income attributable to:
Equity holders of the Bank
Non-controlling interest

Total comprehensive income for the period
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Name of the Bank or Financial Institution

Attributable to equity holders of the Bank

Group

Share Capital
Share
premium
General
reserve

Exchange
equalization

reserve

Regulatory

reserve

Fair value

reserve

Revaluation

reserve

Retained

earning

Other reserve

Total

Non-controlling interest
Total equity

Balance at Sawan 1, 20...

Adjustment/Restatement
Adjusted/Restated balance at Sawan 1, 20.....
Comprehensive income for the year
Profit for the year
Other comprehensive income, net of tax
Gains/(losses) from investments in equity instruments measured at fair value
Gains/(losses) on revalution
Atuarial gains/(losse) on defined benefit plans
Gains/(losses) on cash flow hedge
Exchange gains/(losses) (arising from translating financial assets of foreign operation)
Total comprehensive income for the year
Transfer to reserve during the year
Transfer from reserve during the year
Transactions with owners, directly recognised in equity
Share issued
Share based payments
Dividends to equity holders
Bonus shares issued
Cash dividend paid
Other

Total contributions by and distributions
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Balance at Asar end 20.....

Balance at Sawan 1, 20......

Comprehensive income for the year
Profit for the year
Other comprehensive income, net of tax
Gains/(losses) from investments in equity instruments measured at fair value
Gains/(losses) on revalution
Atuarial gains/(losse) on defined benefit plans
Gains/(losses) on cash flow hedge
Exchange gains/(losses) (arising from translating financial assets of foreign operation)
Total comprehensive income for the year
Transfer to reserve during the year
Transfer from reserve during the year
Transactions with owners, directly recognized in equity
Share issued
Share based payments
Dividends to equity holders
Bonus shares issued
Cash dividend paid
Other

Total contributions by and distributions

Balance at Asar end 20.....

@-Ug U@-N qoi



Bank

(@]
. - c
Attributable to equity holders of the Bank =

SR

= > c s 0

[<5] -

— £ ™ o 87-90) S o S o 2o T o ) Sg

T 5 ©3 S 23 T3 B 22 3 = 8 &
[ s = C ] - < = - - c .= o C T ;

< 'q < c o cNo =0 o So ®E S0 B c
58 e TE $e8 28 58 S8 s 63 +F S
9O < O = X 35 & e T e S = &’S bt zZ

= wg o L x

Balance at 