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Fg= 4. 9.9
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 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 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 Il, on June 26, 2004. This framework was updated in
November 2005 and a comprehensive version of the framework was issued in June 2006. Basel 11 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 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 has already expressed its intention to adopt
the Basel Il 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 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 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 commercial banks maintain a level of capital which,

(i) is adequate to protect its depositors and creditors.

! 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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(i) is commensurate with the risk associated activities and profile of the commercial bank.

(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:

Q) 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 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 which have no material financial or operational weaknesses.
Thus, the banks are generally expected to operate above the limits prescribed by this framework.

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, 2063.

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 subsidiaries institutions are not consolidated for capital purposes, all
equity and other regulatory capital investments in those entities attributable to the group will be deducted
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 banks to
select an approach that is most appropriate to the stage of development of bank's operations.

The product and services offered by the Nepalese Banks are still largely primitive and 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 banks within the scope of this framework should adopt the prescribed approaches by Mid July 2008
(Fiscal Year 2065/066).

PARALLEL RUN:

In order to ensure a smooth transition to new approach prescribed by this framework, a parallel run for
the whole year from Mid July 2007 (Fiscal Year 2064/065) was conducted. The returns submitted by the
banks during this period was minutely reviewed to identify any anomalies. The identified shortcoming on
the returns was advised to the bank management so that they could be rectified before we move 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, banks 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 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 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.
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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, banks 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 the Tier 1 (core)
capital, which comprises 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.

Supplementary Capital (Tier 2)

The 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
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.

ELEMENTS OF TIER 1 CAPITAL:
a.
b.

@ =+ o a0

X -

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. Banks 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.
Where such provisions 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 bank.
Dividend Equalization Reserves.

Any other type of reserves notified by NRB from time to time for inclusion in Tier 1 capital

ELEMENTS OF TIER 2 CAPITAL:
a.
b.

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 Pass 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 and loans in excess of Single
Obligor Limits are specific provisions and hence cannot be included under this category. Such
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2.5

2.6

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 which is 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.

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

f. Investment adjustment reserves created as a cushion for adverse price movements in bank's
investments falling under “Available for Sale” category.

g. Revaluation reserves often serve as a cushion against unexpected losses but may not be fully

available to absorb unexpected losses due to the subsequent deterioration in market values and tax
consequences of revaluation. Therefore, revaluation reserves will be eligible up to 50% for
treatment as Tier 2 capital and limited to a maximum of 2% of total Tier 2 capital subject to the
condition that the reasonableness of the revalued amount is duly certified by the internal auditor of
the bank.
h. Any other type of reserves notified by NRB from time to time for inclusion in Tier 2 capital
DEDUCTIONS FROM CORE (TIER 1) CAPITAL:
Banks 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. Book value of goodwill.

b. 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.

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.

D oo

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

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

h.  Any other items as stipulated by Nepal Rastra Bank, from time to time.

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 the Tier 1 capital.

MINIMUM CAPITAL REQUIREMENTS:

Unless a higher minimum ratio has been set by Nepal Rastra Bank for an individual bank through a
review process, every bank shall maintain at all times, the capital requirement set out below:

a. A Tier 1 (core) capital of not less than 6 per cent of total risk weighted exposure;

b. A total capital fund of not less than 10 per cent of its total risk weighted exposure.

The Capital Adequacy Ratio (CAR) is calculated by dividing eligible regulatory capital by total risk
weighted exposure. The total risk weighted exposure shall comprise of risk weights calculated in respect
of bank’s credit, operational and market risks. The 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 banks are exposed to during the normal course of lending and credit
underwriting. Within Basel 1l, 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

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

3.3

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 I, 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 11 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 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 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. 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 Pass 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-11 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
0) Claims secured by commercial real state
h) Past due claims
i) High risk claims
j) Other assets
k) Off balance sheet items
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.

3 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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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.
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.

ECA risk scores 0-1 2 3t06 7

Risk weights 20% 50% 100% 150%

However, the claims on foreign banks incorporated in the SAARC region and 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.

The risk weight for claims on domestic corporates, including claims on insurance
companies and securities firm will be 100%. The domestic corporates includes all firms and
companies incorporated in Nepal as per prevailing Acts and regulations.

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 3 4106 7

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

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

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

by NRB.

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.

strict compliance with the Product paper 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
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 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-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%, 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-weighed 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
lending against securities (bonds and shares) shall attract a risk weight of 150%. Similarly,
exposures on credit card shall also warrant a risk weight of 150%.

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.

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 .

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 Pass loan as per provisions of NRB directive on
Loan classification.
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4, 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. Investments in mutual fund shall also be risk weighted at 100%.

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

6. 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%.

j. Other assets
1. With regard to other assets, following provisions have been made;

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

o 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 60%.
However, banks should ensure the existence of adequate margin of security over the
amount of loan based on strict valuation rules.

e Investments in equity or regulatory capital instruments issued by securities firms will
be risk-weighed at 100%.

e 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, Draft, and Travellers Cheques.

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

o All Other assets will be risk-weighed at 100% net of specific provision.

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 without prior notice, or that 0%

effectively provide for automatic cancellation due to deterioration in a borrower’s creditworthiness (for example
bills under collection)

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 between bank and customer 20%
Long Term Trade-related contingencies 50%

Contingent liabilities arising from trade-related obligations, which are secured against an underlying shipment of
goods for both issuing and confirming bank and are long term in nature. This includes documentary letters of
credit, shipping guarantees issued and any other trade-related contingencies with an original maturity of over six
months. In case the usance letter of credit is discounted, the risk weight shall be calculated on net basis.

Performance-related contingencies 50%

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.

10

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

Repurchase agreements, securities lending, securities borrowing, reverse repurchase agreements and equivalent 100%

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%

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 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 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 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 so 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 should be

11

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.

1%




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.

Eligible Collaterals:

1.
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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.

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.

Securities/Financial guarantee/Counter guarantee issued by MDBs in the list specified in
33b(3&4)

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.

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.
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4.3

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 11
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(Glyn X@)I/N

where:

Kgia = 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 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
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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 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

C. The risks pertaining to investment in equities and commaodities.

SEGREGATION OF INVESTMENT PORTFOLIO:

Banks will have to segregate their investment portfolio into any of following three categories:

a. Held for Trading:

An investment that is made for the purpose of generating a profit from short term fluctuations
in price should be classified under this category. An asset should be classified as held for trading
even if it is a part of a portfolio of similar assets for which there is a pattern of trading for the
purpose of generating a profit from short term fluctuations in price. These investments should be
marked to market on a daily basis and differences reflected in the profit and loss account.

b. Held to Maturity:
The investments made with positive intent and ability of the bank to hold till maturity should be
classified as held to maturity investments. The bank does not have the positive intent to hold an
investment to maturity, if any of the following conditions are met:
1. Bank has the intent and the ability to hold the asset for only an undefined period; or

2. Bank stands ready to sell the asset (other than if a situation arises that is non-recurring and
could not have been reasonably anticipated) in response to changes in market interest rates
or risks, liquidity needs, changes in the availability of and the yield on alternative
investments, changes in financing sources and terms, or changes in foreign currency risk.

The held to maturity investments should be valued at amortised cost i.e. the cost price less any

impairments (if applicable). The impairments should be included in the profit and loss accounts

for the period.
c. Available for Sale:

All other investments that are neither "held for trading" nor "held to maturity" should be classified

under this category. These investments should be marked to market on a regular basis and the

difference to be adjusted through reserves. Banks are required to maintain Investment Adjustment

Reserve (eligible as Tier 2 capital) to the extent of 2% of available for sale portfolio.

The share investment on intitutions specified under Directives no. 8 shall be exempted for maitaining
Investment Adjustment Reserve .
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
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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.

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.

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.
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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:

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

A process that relates capital to the level of risk;

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

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.

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.

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;

e Credit exposures to counterparties whose financial performance is dependent on the
same activity or commodity; 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.

1



3. 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.

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, the 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;

e 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

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 ldentification of large exposures and risk concentrations;

e Accuracy and completeness of data inputs into the bank’s assessment process;

e 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:

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:

. Target levels of capital chosen are comprehensive and relevant to the current operating
environment;

. These levels are properly monitored and reviewed by senior management; and

. 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.

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 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
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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 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. 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 immediate previous financial year shall be added to the risk weight for
market risk.

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 ratio | A risk weight to be added to the Risk Weighted 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.

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.
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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 an 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 2064 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.

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
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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

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.

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 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
3. Risk Management Function

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.

b. All commercial banks should make following disclosures on a quarterly basis on their respective
websites.

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.

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;
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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

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.

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.

O O O O O

(@)
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FORM NO. 1 CAPITAL ADEQUACY TABLE

1.1R

isk Weighted Exposures

Current Period

Previous 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 11

Add: 3% of the total RWE due to non compliance to Disclosure Requirement
(6.4a10)

Add: ....% of the total deposit due to insufficient Liquid Assets(6.4 a 6)

Total

Risk Weighted Exposures (After Bank's adjustments of Pillar 11)

1.2 CAPITAL

Current Period

Previous Period

Core Capital (Tier 1)

Paid up Equity Share Capital

Irredeemable Non-cumulative preference shares

Share Premium

Proposed Bonus Equity Shares

Statutory General Reserves

Retained Earnings

Un-audited current year cumulative profit/(Loss)

S|l |la|lo|lTo|o

Capital Redemption Reserve

Capital Adjustment Reserve

Dividend Equalization Reserves

Deferred Tax Reserve

—|x[—

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

SlelT|o|= |3

Less: Investments arising out of underwriting commitments

Less: Reciprocal crossholdings

Less: Purchase of land & building in excess of limit & unutilized

c|l—r|»

Less: Other Deductions

Adjustments under Pillar 11

Less: Shortfall in Provision (6.4 a 1)

(6.4a2)

Less: Loans and Facilities extended to Related Parties and Restricted lending

Supplementary Capital (Tier 11)

Cumulative and/or Redeemable Preference Share

Subordinated Term Debt

Hybrid Capital Instruments

General loan loss provision

Exchange Equalization Reserve

Investment Adjustment Reserve

Assets Revaluation Reserve

S|l |oo ||l ||

Other Reserves

Total

Capital Fund (Tier I and Tier II)

0

0

1.3 CAPITAL ADEQUACY RATIOS

Current Period

Previous 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 1)

R5




FORM NO. 2: RISK WEIGHTED EXPOSURE FOR CREDIT RISK

(Rs.In .....)
Book Spe(}ific Eligible Net Value Ri_sk Risk Weighted
A. Balance Sheet Exposures Value | Provision | CRM Weight | Exposures
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 Bank (ECA 0-1) 0 0 0 0% 0
Claims on Foreign Government and Central Bank (ECA -2) 0 0 0 0 20% 0
Claims on Foreign Government and Central Bank (ECA -3) 0 0 0 0 50% 0
Claims on Foreign Government and Central Bank (ECA-4-6) 0 0 0 0| 100% 0
Claims on Foreign Government and Central Bank (ECA -7) 0 0 0 0| 150% 0
Claims On BIS, IMF, 'ECB, EC and on Multilateral 0 0 0 0% 0
Development Banks (MDB's) recognized by the framework
Claims on Other Multilateral Development Banks 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
%Ié\:lrir::mggtsdomestlc banks that meet capital adequacy 0 0 0 0 20% 0
Eél;\lljrir:: nggn?:mestlc banks that do not meet capital adequacy 0 0 0 ol 100% 0
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
operating with a buffer of 1% above their respective 0 0 0 0 20% 0
regulatory capital requirement
Claims on Domestic Corporates 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
gcrlgmlz riftL;/IfiIIing all criterion of regulatory retail except 0 0 0 ol 100% 0
Claims secured by residential properties 0 0 0 0 60% 0
Claims not fully secured by residential properties 0 0 0 0| 150% 0
Claims secured by residential properties (Overdue) 0 0 0 0| 100% 0
Claims secured by Commercial real estate 0 0 0 0| 100% 0
FFJ)?SI) e?tLilgs)Claims (except for claim secured by residential 0 0 0 ol 150% 0
High Risk claims 0 0 0 0| 150% 0
s Y o e ool fnstuens of [ g of o o wm :
e iy S e ool nsumerts of | g of o o o :
Staff loan secured by residential property 0 0 0 60% 0
Interest Receivable/claim on government securities 0 0 0 0% 0
(czglslgcit? 0trzansit and other cash items in the process of 0 0 0 0 20% 0
Other Assets (as per attachment) 0 100% 0

TOTAL 0 0 0 0 0

R




‘;ggslf Specific | Eligible | \ .\, o | Risk |Risk Weighted
B. Off Balance Sheet Exposures value Provision | CRM Weight | Exposures
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%
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 | 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| 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
Underwriting commitments 0 0 0 0| 50% 0
Lending of Bank's Securities or Posting of Securities 0 0 0 ol 100% 0
as collateral
Repurchase Agreements, Assets sale with recourse 0 0 0 0 | 100% 0
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
Unpaid portion of Partly paid shares and Securities 0 0 0 0 | 100% 0
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% above their 0 0 0 0| 20% 0
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)
0 0 0 0 0
+(B)
Adjustments under Pillar 11
Add: 10% of the loan and facilities in excess of Single 0
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)

30




FORM NO.3 ELIGIBLE CREDIT RISK MITIGANTS

Credit exposures

Deposits
with Bank

Deposits
with other
banks/FI

Gold

Govt.&
NRB
Securities

Gtee of
Gowt. of
Nepal

Sec/G'tee
of Other
Sovereign
s

Gtee of
domestic
banks

G'tee of
MDBs

Sec/G'tee
of Foreign
Banks

Total

@)

(b)

©

(d)

()

®

@

(h)

)

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 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)

oOo|lo|lo|o|oOo| 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|lo|lo|o|oOo

Claims on foreign bank incorporated in SAARC
region 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

o|lo|lo|jlo|lo|o | O

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

Past due claims (except for claim secured by
residential properties)

High Risk claims

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
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Credit exposures

Deposits
with Bank

Deposits
with other
banks/FI

Gold

Govt.&
NRB
Securities

G'tee of
Gowt. of
Nepal

Sec/G'tee
of Other
Sovereign
s

G'tee of
domestic
banks

Gtee of
MDBs

Sec/G'tee
of Foreign
Banks

Total

@)

(b)

©

(d)

()

®

@

(h)

)

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|lo|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

o|lo|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)

Underwriting commitments

Lending of Bank's Securities or Posting of
Securities as collateral

o|lo|lo|o|o|o

Repurchase Agreements, Assets sale with
recourse

o

Advance Payment Guarantee

Financial Guarantee

Acceptances and Endorsements

Unpaid portion of Partly paid shares and
Securities

o|lo|Oo| o

Irrevocable Credit commitments (Short Term)

Irrevocable Credit commitments (Long Term)

Other Contingent Liabilities

Total

Grand Total

R




FORM NO.4 EXHIBIT OF CLAIMS WITH CREDIT RISK MITIGANTS

(Rs.In ................)
S.N.| Counterparty Category | Facility | Outstanding Eligible CRM
Nature | Gross Amount| Haircut | Net Amount
FORM NO.5 OTHER ASSETS
S.No. | Assets Gross Amount Specific Net Balance
Provision
1 Cash and Cash Items in Transit 0
2 Miscellaneous Expenditure not written off 0
3 Fixed Assets 0
4 Interest Receivable on Other Investment 0
5 Interest Receivable on Loan 0
6 Non Banking Assets 0
7 Reconciliation Account 0
8 Draft Paid Without Notice 0
9 Sundry Debtors 0
10 Advance payment and Deposits 0
11 Staff Loan and Advance 0
12 Stationery 0
13 Other 0
TOTAL 0 0 0
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 10%6) in times (e) 10
Equivalent Risk Weight Exposure [f=(dxe)]
PILLAR-1I 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 10

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
1 INR
2 usD
3 GBP
4 EURO
5 THB
6 CHF
70
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

3¥
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T AT AT AT HAF T TG, | AT AT TEATTPT GRS F@TH g 99
AT AT AR/ FEINT THAT THA (A5 FoAl TaTe Tl TaeATH qad q1re
Il 9T FHITH IT FHolleh] AN A€ T TS, | T Follewehl a0l ferawar
g TR T g | ¢ S ITLHIE 7. 3 #1 a7 ¥ F @UE (@) AT SledAtad GRATET,
T A1 A fdafqes ¥ 991 @ SRATAArg Y&TH Tl Fell qradrT Afaies
Iy gfeTeTd ol AT AT FEH T I S |
TATSTAIAIT FEIT TSP ATLITHT aTEeh q9T JeTehl fIdrr W gatied sofiarg
79 fAEem guifeHE o T A9, FHIA T RIS BATAT I AT AT T
qifepuerr gfqeraerr afafes S afqerd a9 97 AR AT FAH T IHG |
HRT o7 i qVITaeh AREAVS T@re W 97 LT aT9d J&T Tl faar aae
g o1 gaTe THl ATEIMHT AT AT Joold AU FHITH BoIlehl AT 99 T
T I8, | AT FATETH! AR (TR0 gg TAR T I |
(@) T Afch AUAT TPl ThTeR qRAReET Fa=Aehl ATHAT AU fadl |
(A1) WU ®H YUAT IT FHb! WIS, ATHaR a7 [Tolhl Teprar UiRaesl qaqesl
ATHHT 9TehT forar |
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9.

Q)

() WO FEAT TUAT G FAIHT GGk, TATAS a7 (qoTehl THTOR  TRATIH
FEQAHT ATHHT TR faar |

av g9 afr @feos SRy fafa R0%%1313%) yaTfed HSITer gFAET 0% AR AATAEH

AT ATATTF FoAHl GHAT ATH (el qRTT AATTTHH TXAT 9T Hol ATl FTLdT

T AT & A |

e a1 faxiiar TeaTewe AThITd STHMMET YaTe 9Tegeh! RTem &ell qur oY faig

AT T e GRATEEATS [T a7T oIl AwaiTd VAT TPl HSITHT HIT FULLAT (

Y) THINTH TNBUH! HoAl AR TILATHT AR a9 Jiqerd g9 ol AT

AT T I G |

F TS AEURT S | SITEXVH AT FHAA FoATATS STHEIT a7 @IS FAHAT T

IThTEIEATS @ITE sholTHT FXM[eh20T T+ I3 3 |

TSTSIATAIT F¥ATA AT Foliebl feafq &8 a9 Haeraar qiferusr =Aan &ei

AR TRUHT FAl GIAEE T GATIT I G |

(q0) FAT/ATHE AT [deq @RE AT fSEFI3Te AHAATS THHT I G |

(General Loan Loss Provision) ” ¢ e d &l GIRT TRTHT F9T 71T+ Faerens
“farors A FIFITHT ST (Specific Loan Loss Provision) ” &1 7HT 787 & /

7 sfry qrafaer T s T e Ry e

Q)

(R)

()

SATAATAIT FRATEw FHR Tl IR Afepy Trafaar G T fAfqefa o gfaerd

ARl ST HTAH T I, |

AR AALH fF@EatHas T I8 |

SSISTATAIT FRAT oIl qRENelTs 7 by Tvafepl 99T bR &1 qAT TR T

R Sy Twafa faem ey 19 e T2 aHTs T 99, -

(F) & U ATEART TET oAl THH TR EHl IEhepl IR TWqeATs TR Sihy
QW] FTAT PR & FWied Telels ATaETTAT BIAGEHT GHTGLT T
I |

(&) TERN IR Sy TR FER T QT (A g bl GRET ATqq AUt FRqor
qeafaers J fa o, Aifired owr 4 foae arge & |

@ T FHER W fausr geafders gaed @ R T 99 | gsrsradeEre
TLTPT AT FATSTAATS ATATE HTHT AT Bl JTANTHT AN F=TeAeh ATATTATS
TR RIS I Sehells THT SIHHNT IS I3, |

(@) TR SR Tt TIAT o/ i SR IR e qeafd fadr aee g (R
HAHT e T qeafedd W T gt G gerarel  ATIEr ardigeT
wﬁgﬁgwﬁv@m%@?ﬁwﬁmﬁﬁﬁﬁﬁmﬁww
AT &5 |

R



93.  Credit Sale /Purchase/Re-purchase T Takeover ¥+l gaeT
Q. TG Aehol clbepl GBI AT THUHT b JAT (AT AATEw TG srebebl T TRl
AerE e wY qNT S qar T GeaTEeaTe B B A, He Ay @i T
{9, Discount eI &I T4 Credit Sale/Purchase/Re-purchase ¥ Takeover (CS,CP,RP
& TO) T g+ & |
R TG A ATk GSIRIT TATE HUHT S qAT el Feaess CS, CP, RP & TO &l
SETAHT 9T Araolehl FUAHT el T o & |
(%) % /fadr F=amer CS, CP, RP & TO XY T afershl sa=amar &#d a9 ool
ATehebT ISR HTIH T & I |
(@) CSCP,RP & TO I foaw/faw avamea®r o /faxiiar =arel T hofl A1
T FFLAT T TG | ST F&T PRIAR T 92T I |
(M) i adeRr wfwaw afemar CS, CP, RP & TO TFI=AT M T4 T8+ & |
(&) el @RE (Credit Purchase) &l T &Sl UTEdhaTe ATASIY TH Ta ATTHR
@it T T 998 | |1 FEE AN FEIieId TTeheh] TeAta aHd (o a=s, |
@ F @Rg TR faad G @ite TWE FArdrs ATEl fEdreEr aEetead
SfTSehebT ol ATIE IT-9MTHAT F@TFA T TS, |
(3T) ARl 9T T qALATHT fawqaq fqazor fauy /r &= @feg T 99 |
(@ ol @kg T faq g6 duar o g gEid Wi el fae
fafq, @il fopfaw, 9eRT™T o@wdr, fEavael &eil FRIARET  aeT,
ERREEEY
(%) 9T @RE T Feb qGT AT GATT bl AHTeheurehT faRET sawer e
FAT AT SERAT THITHRT FAT AT HFLAT HTAH T TS, |
(F) w1 @RE T fART T w1 WROAT @R AT FEATATS RISATSAE
AT/ THUHT qX I(hT g1 AR e HISATAe Fedd ool BIgelHl
FETETF T IS, |
(&) T TTaT Fofl @iRe AT T WEhr Sk g9 AT geaesd 4
oIl GXg TR (AT T S |
() CS, CP, RP & TO ®RIAR&T ALATNF [qavor ALAF Aald T BT
frfaer qu famfas 7 Serebr eafeaa Fuivaeror faammar qoreT s |
3. 9% qur fairor geamese a9 @ @ied/faT (Purchase and Sale) &l seehartad
GREFdT TLATT ST FSTIT ATHAT AT Holl T AThel @G T (Credit Repurchase)
T Teehl AATATHT fashlehdl IRATS AT ol Repurchase &l Contingent
Liability &0 FTHT ATHT aTEaTqHT I@ISa+ ¥ Il Contingent Liability T gSireprT
VAT T GATTAHT ATNT YO Ffqerd | S AR Y&+ T 998 |

(@) F GAT AT FA AGA YU I STl A(AT JAT TS IHHB! a6 AT HH
g T A GG T I G, |
(@) HAl @RS T T FAl [ T FEAT A AT FHAHENAT JATreafqa  wei
g qqr faeht T 99 @ |
() T @G AT ATEF TR T T B fawer FT @erg T 98 7 |
3. forfrr STomaay SmamAT et o o AT ©eR T aare el sgaen

TAETHT TTAT WE oo THT TEhl o qIT [adid GEAEsd S0 Tebl foad STHd
(Financial Guarantee) =T HTITRAT & T S JaT fair IRamewe woft/diaem fa7 qor
faT SR T TS &7 |

YO0



9¥. 8T IS AT FATPT FREAR T TR

.

&

P

<

FTTSIAUAYTT S ot faia gearer g Wfae (Deposit Receipt) @0 frdrar @it

yaTe W&l #fhd =TseY (Coupon Rate) WRT FH SATSER AgA T ARl el Al
fafiTerTerr afefafiasr @Y efl/ATIe ITed RIS TG | AT, 79I AXHRSA ST
PN TS / FREAIAF] AT FAT JaTE TaT St el AR g S |
TATSTATAIT S AT faid TRATEee bl I Aich, BH, HFAT T q7F TS5 T
TRTETAT F I Tobeehl (e &R el et e faga #fea =amstey
Coupon Rate) STk 3 e U TehIRebT 9ok /AT a1 T&d =g ofidepara e qar
forfrr TeTelTs SR U B YRR AT giaem & g 9 |

grofies AR FHSHTLTAT ST TTHEbT AT oA T&TT T AR

gfeeter fafade Fraver FaararRosT yrafies R e (Initial Public Offering, IPO) @
AT 9T fahl GeaT T digell AT FRGAGET SF T41 faxdiia q=arer awdr R @i
T GASTAET oA b af fRfameRT ol qfaer wam T 9ee @9 | v, e e
THT ledl ad Hrafed TERAT 909 AR T THINTHB! AR AT Araad T9<AT (Fully
Subscribe THTAT) &1 HT ATSF H1 [aefg BT THITTHST gl AGTAT &1 IPO T
AT HAT G&H T T B |

%.

Lol

4

.

S.

IPO T ®Td TETET T HIch TPl (ERITT Yo (Issue Manager) a9 Sehepl
TATTATAIT FEATH! qeTdF FFHT AUAT A AT ke T Afch /HH /FFITTS
IPO T SIRT Al YT T I3 & |

Sk 9T o< TRATST IPO HT ST I SN IHIhATe %S TaT T hoflehl HHIAT YO
graeTd IS AT @R AT FAl I T T |

T Y TRUHT FHoAleb] ARl AT Ferdr faards Uq, HaamEer T fdra=eT
Frafed fow FHIE SR aishis T A TRal T° dafaasd gas | &l Hollhl
QRG] T [ARATETebIehoT T T8 S |

TET HSAT YATE &I 9T AT ol &I &7 qqevad THa G0 TeRaT TR THl &
T, |

TG JATE AUH! ol AT HolHT Tgehl AT ATeeh A~ AGLITHT o7 Fiqerd selr
AT SFFEIT T TS, |

Margin Lending TS5 SR R €T TATE g Bl GFI=el
(%) fodra fafwsr aeiAT Eihd TeaTeEdT SARE! fadTHT S a1 fadig geerere gaw

g1 Margin Lending T[dehl HSIpl TFIIHT IBTAHT qces IAAT TR AT Al

HTARET FHol I T Flobr B |

(1) T YATE §T FA(R THAT AT AT AT ALH] HATST AT AT
fardra= fafawa aoir fafidesme geird digedr 950 ® fadewr afead qeaew!
FAT e a1 SARPN TATAT TAR AHH T FH g5, Al THHPT ATIRAT S
aar faxdir Fear aThel FSHT g9 WEW SRR g I AEede  Hife|
FTIH TR AT TR a1 &1 gare 79 Afebd T | Tebuded YaTe Tdebebl Tl
ST RETTAT Teehl TARP] TARHEATSH TR ATkl ATIRHAT g9 Foll JAT FAH
T AT 99 Foll JE= T e S |
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Margin Call I¥=dT g :

(@) WUE (F) THIGTH GoAT R ARG GEIAT b qAT fEadd der
Margin Call &1 fafqer 3¢ feafws gwafaa Joft/aesare Margin
ATIAR THH ST RS FF T, |

@M GUE (@) AET THCAT AgITegR! @ fam MarAT cagel JReqor Afaues! 9o
fordrasr fafraar aeir ATRd farshl TR1 il SPASIY TRAH T4 |

() @IS () AT AGASI AWCHT TN FoA(ehl ATNT qragraerd il
AT HFRAT FAH T I |

TG YATE TUHT Hollehl AATT b ATHET T g & | 97 fordt i (Margin

type Lending) ST TRIEHT ol ATRe [T Holiehl TFIT FRIAT AT

AR TR HSAT [ATAT I8ehl ATEITHT TN HSAl AATHBI T Alehd G |

TR, qT GATSTAH! AT AT HUHI HoAlhl AN IT FREATEET HOM [STHT

SR fudTer FEET A1 ARl AN BN o | et o /faie "ware w

YATSTAHT FE=IA] ATEeTF FoAAT, qTATF T [qaRe qeaiedd &oll  HwIgadH

FETAtgE MR g IS | 91 R 99 faar ety fagy adar R,

Afqfeeh fadie AT 71T @A g |

TETIH] AATITHT TEhT YRATETH! SRR RAATHT Botl FaT T qrea S |

g) wead WUMHE TUHE FLITET,

(

@@ A9t fadqe fafqra ger fafAdes gEiRureme EarHl  (Delisted)
BT,

(|) AT a9 FHTC AUH T a9 Fald TR Ga1 HT AT A@IIRIee 3=
LEZIRED

b qur fairar Gearer ST et A/ HERTeETaT Tt sqdRar g o el

YeTH TR A% FAaHd T 99 G0 FipaT R TH g1 TS, |

T YATE Ul HAl AT HAHT TEhl AGLATHT dTeeh AT AFITHT 97T

giTeTd FI AT AT HIH T IS, |

b qar foxirar wegmEed gerd T ATEl Tt USil (Core Capital) SRTERRT

THFHAF A T TRl Foll JaTg T qag | q1e, T8 ol J&Td TET A

qar fairar JaTer USer AR HFAlh] AR FHAT ATHT FTafAe IiT (Core

Capital) & FIEHT Y IITTTAT TATS T AT FHSAT JAT8 T T, |

Tg YATSIAR] ANT Gratie gSil (Core Capital) 9Tl [&eh sAfereal TaHTER]

AT T@TIIETI TURT faxid [qavurehl SATIRAT FAH g ATTH TTATHE Toil

TR T5 |

ferTe®AT ATHT STafges IS (Core Capital) ST/aT a&T Il Y&TH T o e

?Wﬁ%%ﬁwwmwﬁwﬁm
|

S qAT faxiTT TeATEse AT B FATe T STARePT qabel THTUTH fdl T@R

W,WW%WWWWWWTWW
fafg ooR {1, o ATavas Sgaedr ThT ATIAT TR Fabel THIUTT YT

TAUD FALITHT T SRl STHMAA T AR @iea/fashl (aasr ST
ATAYAF AT BIIH T TGMA] Teh gUbl AT ol YT T Jq FaLdTA




qu.

qz.

ST TATTHT AT S | TAT HolaTe GordT g T STGH HTeRRITeR FATHT
SIATSIATT IT WA IUITh AT (AT I, |
@) o qur faxi deareee fdr azeror faue SR wEw
Q. o% Jar fadim GRameser fudr @Rewr fauwr soSaeEgr S% qar fadim
GRAEHH! SR FhR T ol Al T4 I8 T |
R A A TSSAIAIT S qAT faxira HEATT SO FHR T FAT AGAT TR
qUAT bR TRUHN TAREE AT F9el [l T 9og | faeTe wroraer fammr
g AHH] ATkl IWHT TATETH] BHAT WA HpR Tl WA aRTeRd g A3
THHE! o7 GIALT AT AT T IS, |
Jee TR R @ 91 TAE T GREA
TETIAFT ATET T T S qAT AT TRAEEH GRATIF R fdEeasd T FS gae T
afrt T
() FAIE PR fadr TEr FAT YATE T AT Si@H HEev ud e W

AEALTF JATIET FaqHT T I, |

@) HEF ERH AT AT YA T GATSAR AT R aad At SR
HeATSH Tl ARV SR Iigectl 950 H fadal dd Tl adrar Yo giaqerd
A a7 GEAM9F AP ARTH FRIEARD] AW I FHH &3 a1 H ATRHAT oA
FAF T TG | T FAH TRUHT AR TG §0 GfTeTd ThHAFH AT Fofl fad
i B | THIeH YATe TRHDHH! TEAT FHoA(hl GREAH] Teh AR TARHATFT T0
1 T ATARAT 99 ST AT HAH T a7 99 FS( F& T G 37 |

TR, ISR AT FHH A5 Foll QAT AUH ATLITHT 99 FRETTR] FaAT T I, |
(&)  HE SR fadrewad @l B g4 el A ARArg I iy gwtd (Non-
Banking Asset) T @SITH UTEd &7 T TGS fudiawads f@uer! Fearqe SR qRhl
wafy AT & WiEATHT yHiad BT T A9 b (e AtaTHT T fashT
GESIEEEN
(F) FOF R fdrerad T@I ST GATE AUS HALATAT AT Follehl ThIAT At
fepaTe T U9 T AT watd Tk Y 9T gEr g g |

(F) FEIF IR AT Svge IR Fol JATE TRT AT oAbl AT T JARAT A R
T TS T |

(B) HWIF TR fgcraeae T@l F11 TaT8 Tal A9 Holl dTah A ATEITHAT TAITLA
FHAT AT SRIT T IS, |

() TIPURT TR AAMTHT FAT TR AHT FEATIF / FoATdAFdATe q fedtaT sfqary
TIHT FTAGAT (Black Listing) AT TreT fawifeer 79 qeig | I1 TR awr HqO
JATE &1 7 HUETg Hell TRRIAT (Loan deed) AT Iwi@ T T3, |

) " (®) I (%) T Ifeafgd TAEET §F dq AT GRIEEA ATHAT Bl
Hifq/ fafaaaer e F99 I=@ T T |

P S (Bank Guarantee) TFIREHT

(@) F qur faira WeaEed GfEAT [T ORI WRI RN b AT (Bank Guarantee)
STIAFT THH F FROT T Beneficiary AT TR f&F T E€THT AT STET T
arq feAfe qeRTT fov/Afed qeemdr 357 dnege a1 |

(@) TAL STAT Tl AT [GATTHT e ST TR T G Beneficiary @18 AehTT (&7
U AEATHT qAT AT foeT SRRl AOAT qeatead S qar faxirar derer aq
FFHT TRHT @IAT/ TG Aebel AT [EURT Sebepl @TdATaTE el T Fraad Beneficiary
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R, RS FRAR /IS /AT e

Tg Fehelle TOATAAIAYTT FETAESA ThATIAT YaTH T4 AL Fafqq &1 arae (
Regular  Credit  Facility) F OFTYAT  ANE Yr¥ed  BREAR/FIE (Interbank
Transactions/Borrowings) &1 FTHT AT TART T UIgAs | Awa¥eleh ATAATHT Aafd Terdr ©
fa TV 717 &8 |

fe R @ (Trust Receipt Loan) F¥HT
7w ifg #l (TR Loan) a1 IS TebfcTehl AT ol oI &l Aferebad 920 famawmar

ARl AT AT JATE T qT2 3 |
P! T/ AT F1 TATE T AqTE qrweH T

Q) TOSAUATE S qar faxier dRarese &4 ufq fEfawer wrewer fudr arevmr wet
YATE T 9EH S | 9%, SUHET () BT AAAT A&k TATAT I AR ARITHT
W = (faew) @it qur fewprgve 9 aTem Qe Wi S |

() TATSTAUAIT sich 9T fadTd HEaTel T2 THITHET =b @¥E T T3~ &7 |

()  ATHT LTl GIATYh / FoaTdlh / FHAT TIT ATTEeh] UHTER GRaRd] Ikl
b 4T

@) = giw T fAfqeeaT qfewr Hfd Seera TuHT (Post dated) % 9 = |

(3)  TOATAAIANTE S qAT AT WA GRS T Wb @RS T a9 GHA Ferd o
FRATGANTT ATTATIETHT <eh Fora= a1 THTNTTH TSST TS, |

2

Py
~

Risk taker (F=Td®, U@ FEAGRI AUGET a1 FAAUT TeP! TQAFR) A6 46 g
FA FEEAT

TATATAIT  FEATA A SASTAIAIT  FLATHT  ATAh, Y@ FEARR Afggd ar
AT qeehl TRTUBTIATS NT&T Holl, 8@ Goa boll, O bl a7 ORTAGT THTSTRT

o)
ol

ATHAT AT AT (ASTEwel TR ATHAT A7 e (TG ol JATE T G e |

AV XHWT HUMAH IAET a1 Credit Card =W &SI @ T FGEAT ATeT TATTH]
A S | A7 (S ST g 99 fuahT ol 09 9{R A& fFafad 19 WRrsq a9
@
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R,

k5.

R

0.

.

R

THSTUAT F ATHA POl THH HPTET T I FI=eHT

TATTAATAYTT b qaT foeiiar WMl ey Ui BT/ ®H a7 qiod A/ ARATATS S Tehd
FATH! THH AT & AT oo/ faxi SR § grar @it TEr T e | a
Teehebl AFCITHT HUT HEHT/BH a7 GIST o/ JEITRT ATHAT ThTS~2dl =eb AThd ATT
F1 YW (AT T T |

TAERUTT THTEH! [TAsor R ATA FHAT 416 T qa-gA T

F I GBI SANTETHT S qar fadii Feamesel #ofl oWl Wgd AfFar FaEr
TATERUTT TATEH! fTeeroor T Fll JaTe T9 B |

RTAT AT AT

TATTAIAITAILAETS  JATE bl [oheal AqeAl FFedl BAATART AT T foparer
I T ATl (AT THT T FHSIR] (&l Al T FAA A1 ebae AT (Aol
fepfermer Tt 1 dfererr fAATOr 9 3 |

AT (ST AT STHFIAAT IoiE T AT 7T (ER g

SHAT [SURT AGTATHT THMIGTHAT IJool@ TXehl ThAAR] T ThHbl AT STHTAT far
R /HH/ FFAT/FEATATS FA I AFEATHT [THER RIS STHMTT JaR &l o
STHTAT THH, HUTHT AT, FHOTH AT, TH@ H, AT, STHHIAbATR] AT, ST, |1 6l
FATGT TAAHT [qUIE T FqH Il g T |

AR STHTAT ook T

FAT (AGTRT @ AMBTH 9T AT TG IRAATT HUH RO [ ATRAT AT AT
STqaTe ol SRITH AT I TTEHT ARAT AIH qhTAT T AT9d H [hIaHebl Tedb faaq
e S |

Rrar wgar T

S AT AT WA ATH TXPT FAl AT FHITTAH A FIR T I G ThH A
% Falg AT arad qMaUHT Fdr Tohted eRaTel AT Tiead FRTEaHT J@l T8
T, |

TSI TeBITHT FAl FEHT AL

T ST FASATAIT ‘", G T T FTH AT YATE T AT GO Fepiqepr el (
oifs T %" AT GXATHT ERUT BRUNARAT boll GHA) JTANT T WEHedld g gy (
Multiple Banking) FRIEReTS AT T SEThl adl SART TRUH! B -

Q) SIS HEATT FHSAT JATE a1 A9 T 99 Aehdld Aard Fqed Fell BRIEAR
TR T (Tehlehd [HeeTehl Ag=l 9%.3 FHINH) (a5 Ih SEN0T ATARE
faeR ¥ &Sl AT Hx [AtHegare I [qaRer (METE Ueehel [qUal el Tiebd T
e

() SOSAIAITT WA F9 HS a1 A1 =T del IHHBl AT Yol TRl Holl JaTe 91
AFAEROT TET e FRITHEFT T TAT FTraoTehl ATTTAT TET T I |
() e Teh Twal A1¢ SATSTATTITG FEATEE AT ST Tep(ehT ol FUANT I / TehT

EGUAT TF (HTHET FAT GATE/AGHOT AHATT Ih Aebells boll Yae T
TS A= T ATTEHT I I FERIAT I 3, |

T GEHIAHT T eI YaTE T ol IThAel #9r, fadrer faawor qer
YEhed JaM T I FHfed Feaihl AMHEH d FH T GArgq 9 @ |
FAFIAT oIl AAT THTH] AIATGT Holl AT, [l faamr qor faae qemae
IR AT GHA Ih TERIATHT Seoig T I G |

(@) Frafed FEATT AEhells FaTe T beliepl 397 (R &7 Stock T4 Receivables
ATE AR AT TATAT FIAA TAT ATHRAT Holl FTTHT I8l ITaeTT THITH ol AT
FIH T AFS |

() FFfad Aedard AThRAT Stock T4 Receivables #I @R wHT qcs o /A
HiegAT™ 9 T 99 G | A7 R g qu 9y geeauadr SR 99 Al
eTPe TIAWT TEehH Stock T Receivables &7 & TR1 Stock T Ageing

¥y,



EES

Y.
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3%

Afede®l Receivables FRTETTT gfdaae aril AT FHEE SSSIAIAITT d&qTes f&a=r
HTIEHT AT & T AadT fars 99s | Stock T9T Receivables & &t
FA HoAl AT AT AEeTF I Stock TIT Receivables &1 Hed &7 g4 ITTAT
FEART SATTAAITIT  FRATEEA AT UEhebl holl QAT AR T AT ol
AT FAH T TG | TATE AP A dig AGTAT ST e a1 |

(%) SASTATAITT T A9 (h{qHFT Tgoiiebg FREAR T ol ITHNT T ITEhaehl
fora=or 7315 S W, Y THITHST GETAT S U0 faaqmra Foaads
FTHT YT T IS, |

(3) TOASAUAIT AT €9 HS AT FH ITHHB! AT Yol TehiAdT Holl FaTeg /T

T AT FHT AT SOSAaAIT GEdTaTe Al Holl (U AAUHT Tfebd TRT A=AT ol

fTTehT TR el fod o= ZeTSTaaayT I=rene At e ¥4« No Objection Letter

fAmR AT FAl gATe / TAET T B, |

(¥)  Stock ® R # Yae TH WUAT HRIAT 9 HO GWherd g7 T admr e
TR AT AETd ¥ TS I1, |

({)  SATIAYAYTT FEITA UTEehehl holl WTHT (RO &l T aURl J@aReTs Juhl o
fereRor, FRIHAT AWMl 3 AUGHIR] ATANT a0 [e6R0, Aehel JeT Tl SFdIH

JTSTAT SATTEPT ATARHT ATATTEF AT GoTT Fotiepl AT FFeiRor T I |

TR dfgeddl A, P A@MIRET TF g afehl HUH T PR Afed Ueshel Tl

forirar foreror Yer g9 q9a Haed fQuAr goistauayre d&arel &l fairg faaror ey

T e qiitheber! THT {6 TS |

FhHT, Ao, =T & FHY IAEATAF FGAT T qATad Il I IJeAaAHAb
AR AMT 5. Q0 AT@AFHHT Bl T8 ST FEATIATHT ATARHT ARATSTATE T ol
YATE I AR B | T GEEIHT FA TG AUAT THERIT TEhd T AERT GAls a9
SFHT AT T T G |

FHAT GTICH! TIH (T TSG FF[HT

THTSTATAIT FEAT ATTIF aepl ATTYaA, G, = T UG HATTAT bofl a0 T
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Bank's Securities or Posting of Securities as collateral)
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AR SR ST q00
ENIRESRIEE] q00
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AThTAID] ATNT AT G STATAT aTadel FHIEd aTica 00
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............................................................ fafes
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Credit Risk Mitigation (CRM) @ ST g (7 (“F” a¥Hl AMNT) IEH T EARAT
TFR faesft | faeefr
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T ARFR JURAHT FFqU FTaTl
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AT A S FUNHT GEYUT qTAT
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(ECA Rating 0-1)
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(ECA Rating -2)
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foraell TR 9T HeET g I aEl
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foraell TR 9T FeAd g% IUHT aTl
(ECA Rating-7)
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Bank/Financial Institution Ltd.

Comparison of Unaudited and Audited Financial Statement as of FY ...../...

TTIAT 4.3

Rs in '000
As per . Variance
- As per Audited
S.No. Particulars Ur_laudﬁed Financial In Amount | In % Reasc_)ns for
Financial Variance
Statement

Statement
1 Total Capital and Liabilities (1.1 to 1.7)
1.1 Paid up Capital
1.2 Reserve and Surplus
1.3 Debenture and Bond
14 Borrowings
15 Deposits (a+h)

a. Domestic Currency

b. Foreign Currency

1.6 Income Tax Liability

1.7 Other Liabilities

2 Total Assets (2.1 10 2.7)

2.1 Cash and Bank Balance

2.2 Money at Call and Short Notice
2.3 Investments

2.4 Loans and Advances (a+b+c+d+e)

a. Real Estate Loan

1. Residential Real Estate Loan (Except
Personal Home Loan upto Rs. 1 crore)

2. Business Complex & Residential
Apartment Construction Loan

3. Income generating Commercial
Complex Loan

4. Other Real Estate Loan (Including Land
purchase & Plotting)

b. Personal Home Loan of Rs. 1 crore or Less

c. Margin Type Loan

d. Term Loan
e. Overdraft Loan/TR Loan/WC Loan
f. Others
2.5 Fixed Assets
2.6 Non Banking Assets
2.7 Other Assets
3 Profit and Loss Account
3.1 Interest Income
3.2 Interest Expense
A. Net Interest Income (3.1 - 3.2)
3.3 Fees, Commission and Discount
3.4 Other Operating Income
3.5 Foreign Exchange Gain/Loss (Net)
B. Total Operating Income (A+3.3+3.4+3.5)
3.6 Staff Expenses
3.7 Other Operating Expenses
C. Operating Profit Before Provision (B -3.6 - 3.7)
3.8 IProvision for Possible Losses
D. Operating Profit (C -3.8)
3.9 Non Operating Income/Expenses (Net)

3.10 \Write Back of Provision for Possible Loss

E. Profit from Regular Activities (D+3.9+3.10)

3.11 |Extra0rdinary Income/Expenses (Net)

F. Profit before Bonus and Taxes (E +3.11)

3.12 Provision for Staff Bonus

3.13 Provision for Tax

G. Net Profit/Loss (F - 3.12 - 3.13)

q0¥




T 8.

...................... Limited
Unaudited Financial Results (Quarterly)
Asat........... Quarter (...../...../200...) of the Fiscal Year 200.../200...
Rs. in '000
. This Quater| Previous Quarter | Corresponding Previsous
S:No. Particulars Ending Ending YearpQuarter Ending
1 Total Capital and Liabilities (1.1 to 1.7)
1.1  |Paid up Capital
1.2 |Reserve and Surplus
1.3 |Debenture and Bond
1.4 |Borrowings
1.5 [Deposits (a+h)
2. Domestic Currency
b. Foreign Currency
1.6 |Income Tax Liability
1.7  [Other Liabilities
2 Total Assets (2.1 to 2.7)
2.1 |Cash and Bank Balance
2.2 |Money at Call and Short Notice
2.3 |Investments
2.4 |Loans and Advances (a+b+c+d+e)
a. Real Estate Loan
1. Residential Real Estate Loan (Except Personal Home Loan
upto Rs. 1 crore)
2. Business Complex & Residential Apartment Construction
Loan
3. Income generating Commercial Complex Loan
4. Other Real Estate Loan (Including Land purchase & Plotting)
b. Personal Home Loan of Rs. 1 crore or Less
c. Margin Type Loan
d. Term Loan
le. Overdraft Loan/TR Loan/WC Loan
f. Others
2.5  |Fixed Assets
2.6 |Non Banking Assets
2.7  |Other Assets
. Up to This | Up to Previous Up to Correspondin
8 Profitand Loss Account (guarter i Quarter Prgvious YearpQuartgr
3.1 |interest Income
3.2 [Interest Expense
A. Net Interest Income (3.1 - 3.2)
3.3 |Fees, Commission and Discount
3.4  [Other Operating Income
3.5 [Foreign Exchange Gain/Loss (Net)
B. Total Operating Income (A+3.3+3.4+3.5)
3.6 |Staff Expenses
3.7 |Other Operating Expenses
C. Operating Profit Before Provision (B -3.6 - 3.7)
3.8 [Provision for Possible Losses
D. Operating Profit (C -3.8)
3.9 [Non Operating Income/Expenses (Net)
3.10 |Write Back of Provision for Possible Loss
E. Profit from Regular Activities (D+3.9+3.10)
3.11 |Extraordinary Income/Expenses (Net)
F. Profit before Bonus and Taxes (E +3.11)
3.12  |Provision for Staff Bonus
3.13 |Provision for Tax
G. Net Profit/Loss (F - 3.12 - 3.13)
At the End At the End of
4 Ratios of This Pt:Ae\\t/itth?sEQnL?a(r)Ier Corresponding Previous
Quarter Year Quarter
4.1  |Capital Fund to RWA
4.2 |Non Performing Loan (NPL) to Total Loan
4.3 [Total Loan Loss Provision to Total NPL
4.4  |Cost of Funds
4.5  |Credit to Deposit Ratio (Calculated as per NRB Directives)
4.6 |Base Rate

0%




AN AL b
Feald FATAT
% v faira g=r frawer fam

.91 7, 4/ 0%

G2 o 1 e e e o s e - LG R |l

Jq deare “gp”, 4G T AT FIhT FATTATAYT FRATRT HRIARHT Mied dverdT, sareey,

faelt fafrmar qur o aFa= SifaReTE <A T FHEwE q99 A g% U9, 04 F
THT & o fausr stfaer gamT W ar e fegua 5 |

1.

SfEH TR
TATSTAIAIT HEITEe ATHAT BRIARET FHead SAGHATs AAHA T TATSTAH AT
SIaAATS T8 A FHEH T T9 -

(%) qAAr FFT SAa |

(@) SATER FFT A |

@@ facelr e gwe=dr siifew |

() oIl qIT A FFI=AT AEH |

(F) FeEAA SEH |

AT FIET SRGH LA T T g7 AT

(1) AR AT SEH FATRT TH FASTATIIT HEITA AT FH JoT I caers
AT At (Maturity Period) @ TeamedT fafq= ¥#T =<1l (Time Interval) #T
A T I | AW gASERl A "o fEem w1 w9 awitEer e
feraeor (Liquidity Profile) F®Tfae 9®T qOR T F9E (A9, 79, 99 T A9R
HATA) AT TUH 97 faq fo 79 bt Feafead quivaere faammr qored 9+ |

() TSATAATAIT FEATA FHIT TAT AT qRTAT AATIB ATARHAT AR THT
H=ARTSADT TR T TG |
(@) oo & FEHBI AR AT AUHT THITT qdT e |
(@) e o 9T qET Thad AT (CAqFHb] qhTAT AT TUHT THId JAT I |
(M) THFT F47 @7 9T gE g9 A [QAaFHHl AT At HUHT TR qdr

T |

() T=9T IO (@9 AT G961 Ueh g9 FEHPB! qhTHT Aatd HUHT TeIrd q91 macd |
(3) TH qU FRraE AT Aald HUH THId qo7 A |

3) M= qoerr wEfgs auser gWfa g9 aFcEas ITEE () FEiHE! FHd
HRARTAAT FHAL T TS, |

(%) SSTSIAIAIT FEATHl A= TehTl @l THUHT Tl 9T Tad (el & arracd
He grafees (HErTeT FUHT WH T RATH FEH THIT HISQTAR] SAATEIR! TEA TF
Y IRT del AR THT ARATTT FATAL T THS, | Tl [&TTeh I<h AR
TATS FTHT SASTATAIT FEIT Wl T I8, | T ST F987 Ae<ed =il
freraert steretrs gratae et soa foaq ois |

({)  TATAATAITC FRATEEH] AXAqT THI=AT S@HATs AR T Feeae o/ faedrar
TEITESH! Iid =T a%aﬁnww@&rwammaﬁmq—wﬁ AT Tl HETH
JATE AUH! ol AT AT 50 Faerd ATad qgd T AT qMfpUH! T | T,

() T b FAT A WRATSr ARSI SUANT TRepl TUHT T TehH TF FATSTTR! AT ahotl
qrIeale T3+ b, |

(@) = qar faxirr T=arer fageft Hemar S o a1 A1 qwaT TET AAfdPT ST
T fdA I TaTe THhl FAUHT FEAT SR HI THAATS TF GUSHT TATSTART
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AT I IR=TATAT AT T I o |

JATRUeRT ol HTAHH ToATAT T b qAT FairT FRATS AT TXBR AT AR

fepraaTe A9 a9 a1 A1 TRl gel qAtgel ANT Waell HETHT YT HUrETe YaT8 HUh!
Tl IRTEREBT  ThH AT GUSH! FATSTAHR] ATNT G FRATATHT TOAT T Fehds, |

TR SGH S T I e

Q@

TSSO AT SATSERATE Iq g SGHATs IATHRI T S8 STHITSTHB
SRS daavad T 99, -
(F) SATSIGIHT AUH IRATART HRO JAMGT g4 Fafdes adr afaeee (Interest
Sensitive Assets and Liabilities) @ |13 ¥wafq q91 MIEHT FHEE T I7, |
(@) WA FFId d91 el qhAl datd fAar 984 (Maturity Mismatch)
FARATHT A=A [T (Gap Analysis) T&T 778 Hiward (Cash Balance) ¥ =aTs
et faq 79+ (Non-interest Bearing Account) @TATehl ITehH FHTIAL T TE
I |
M) TSI FEITA o6 AMGHATS  FAeqd qaT FAH Tq  Felwd
fAge wTF YR FEITHEr foaarer Swifas (@, @, 99 ¥ d9R wErd)
TIHT TIR TR FIAE G qUHT Gv fad 97 790 Sepebr qeafvaa qufeaeror
EEINCIICNEIC EEC
TSR SMGHH FTTHA T [gq 99 9T d=aaa (Time Interval) T aviiepeor TaT
THT R} ATEAR T I |
fAft=ra Rt s@fa (Fixed Maturity Period) WU F¥Itd d9T FIcadrs e
FHITH FHAL T TS -
(@) MW=ra qehel qafy F9usr ardides
Q) ATAtgE FAAT TSGR FHTATST g4 T Yarg TRUH Heii (Floating rate
loan with interest adjusted periodically) T S AATHT TSI FHTATSTH
e, FET THT A=A T FHTET T 99 |

() T AR [T IREcET qUIES g9 (& d9TdT faeehl sATeiay) e
A TMRTHT ATa(dd Folledls Fa9q=el HH HAdd] AT F=2re (7
AT T IS, |

(@) [MRE=a IRl Aatg THIH IIEes
STAIAT AT IREATAR] FRO TATGT g4 (= el afg THUeH
TfIces (Interest Sensitive, Floating Rate Liabilities) @s AT SH  fafa®r
TSR FHTATST g, Al TR A=A FATAT T I, |

¥=¥ (Gap) TUH e FHINH 9 998, -

(@) fafa=r I7g a=REEr B9 FHEAAE ®A AMAE FAW FT AT ARIAR
THEIT qIT SOl AR (Gap) (MARY THIT § | Ih A=Y (Gap) IATcHE
(Positive) FIAT HUTCHE (Negative) I &7 TS, |

(@) ASER SREgA A TH JASR [T Jods 0T ARiddl disad qwi
(Cumulative Gap) ¥HT faRY T § | A>aq d=X MR &M 99 97
FTAR] Fisad R AR T &7 A HT AR AR (Gap) Aied
T =T AT qHT ARRAR] ARAls THA SR A& TS |

() ATSIETAT & Fo F¥ATIad aRacers ATHTT (Estimate) T+ & | T FATSTAR
AT FTATITAT Teh FTTael SAToIe? IRadq=ere I S+ AHTATS & Fiebre |

(&) OREdd g4 ATHT TRUH TSR IT@UE (1) THITH Jodsdh THT AaRlerehl
FHATATIHT qHENTT g4 T R0 T & | &1 FATSTeh! A sarsiear
g FHTIINSA SATSEY (IRC) TRATTATS a@Tdehl ATl [0 T I (-

THY A=A e fad /354 fad
TET - q yiqeTder SATeaR qiRad| JUHT, 0 fETH THA A=A BaT

q0\8



Interest Rate Change (IRC) = 20 /3%4X0.09 = 0.003Y%
(F) SATSIETHT WUH] YRadTH] R bl ATHI-ATRITAT T TUHl AHTATS &4
fafae THg svaRTerel AT 3=aRTe (Cumulative Gap) T8 IUEUE (9) FHITGTH
frerizor fvwerr saTSTaRer T TR SR T 99

faraefr fafrmr sl sifew =Ae=w 9 99 saaen

Q) faeelt fafraa sxar arow gwafad afeadaere goraaayTe FETeRT faira sEedra
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TSI I |
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e I, |

(3)  TATSIAAIAIT HEATA  HAHBTA  TAT QIR HhIAl  srataehl  ameamar  faaed
faferarars Rt FqaT @R T g4 SEfael @3 AF=AT (Net Position) I@TST I
|
TAFT TG GIITTH AT “FAFAT FalT Tt T HEHT af Gra<l &H
gatr TeET 7 |
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gfqeraE A g4 T AT HAH MRS G | 8 ATIT I G AT dGl g TTAT
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R0Yc FHINH FRATE! g8 | @3 Faedl MUAT Tal qieaed faaell /a1 e afae
(Foreign Currency Deposit Liablility) dar e fagelt fafqwa afvs/faar wa a¥a«rs
THTATSE TRFH § 63 |

FA AT AT GFIET SARGH AT T I e

T SFHATE ST TRUBT “eFAT ATIHT BT ¥ Bl AT AHI=AT aedr ( 3.91.fAger

%)’ ¥ ‘TR UEH qAT &G Bl AT9C T Glagrhl AT IR TeEedr sgawr (

TUT S |, 3) qUr HEr gEEed eraer (LI F. 5) @18 7 el a9r o¥mer

T SAMGH ATH T ATIRH AT [ T, |

AT SRGH ~AH T e
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Threshold Transaction Report (TTR) Form

for Banks and Financial Institutions

Name of Reporting Institution:

I Q.3

S e

Name and address of
S. | the person holding
N. | account  (including
legal)

Branc
h

Date  of

Transactio
n

Nature

of

Transaction

Account

Type
No.

and

Amount
Involved

Source
of Fund

Remark
S

R&E

Signature
(Compliance Officer or authorized officer)
Name
Designation :
Phone
Email

Fax
Date
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Suspicious Transaction Report (STR) Form for Banks and Financial Institutions

A. Reporting Institution :

1. Name of the Institution/Branch: ‘

B. Details of Customer :

1. 1. Name of the account holder/s/customer: ‘

2. Address: ‘

3. Profession(if applicable): ‘

4. Nationality(if applicable): |

5. Other account(s) number (if any): |

6. Other business (if nay): ‘

7. Father/Mother’s name (if applicable): ‘

8. Date of birth/establishment:

C. Account/Transaction Details :

1. Account Number/Transaction:

2. Nature of the account/transaction*:
(Current/savings/loan/other, pls. specify)

3. Nature of ownership:

(Individual/proprietorship
Ipartnership/company/other, pls. specify)

4. Date of opening/transaction:

5. Other account(s) number/transaction
(if any):

6. Amount:

7 Others:

*Cash/Transfer/Clearing/TT/etc. Add paper if necessary

&R



D. Reasons for considering the transaction(s) as unusual/suspicious?

(Mention summery of suspicion and consequence of events)
a. [ | Identity of clients

b. [ ] Activity in account
c. [ | Background of client
d. [ ] Multiple accounts

e. [ | Nature of transaction

f. | | Value of transaction

g. D Other reason (Pls. Specify)
E. Suspicious Activity Information
Summary characterization of suspicious activity:

a. Corruption/Gratuit  e. False statement h. Structuring
LY | L
b. [ | Cheque fraud f. | |E or wire frauds i. [ | Mysterious
(debit/credit or other Disappearance/behavior
|| | | card) L
c. [ | Tax evasion g. [ ] Identity Theft j. || Counterfeit instrument
d. [ | Loan fraud h. [ ] Terrorist Financing k. [ ] Misuse of Position or Self

F. Has the suspicious transaction/activity had a material impact on or
otherwise affected the financial soundness of the bank/fl? Yes |:| No E

G. Has the bank/FI taken any action in this context? If yes, give details.

Signature (Compliance Officer or authorized officer) :
Name : Date:
Phone : Email: Fax:

%0
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Internal Record Form of STR Submission for Banks and Financial Institutions

Name of Reporting Institution:

S.N.

Name and address of
the person holding
account (including

legal)

Branch

Date of
Transaction

Nature of
Transaction

Amount

Reasons to be
suspicious

Rem.

Signature

%

Signature

(Compliance Officer or authorized officer)

Name

Designation :

Phone
Email

Fax
Date
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T FHATE TIASATT WIS FH Tk b qAT faxira FEamAr gemr U yiqerd T o
S T faeiir TeATeEHT <[ehT SlehT aereT Uk YiAeTa@en |1 AT T i |
FoRTeraT Uep WeaTadr S qAT fair WEATHT WXATIF AT WRATIF THE S AT TR
TR A fifq any wuer fafqer W adfer araeas gt qorg Sefaee T e
Sfedtaa Framras AIAd g 2Ta=dm HTIH T I7g, |
(%) faraer @y oo deameesr 99R 9fq @afh TereR aRkar, ®H, FEAEr 9 Sea deT
a7 T GHEHT FFIAS Y GfTTasTw=T Jer SR ffU SUay R0%5 ATUTE warearaT
Y, gfqeraer A @rsT o\ s |
S AT AT WA YRATIAT F faid FRIEAR T SSSTaqd el ST TF AT
AT, 053 F1 FaT 9.3 AT Sool@ U THITAHBT qAT I JAT faiTa ARATEeed ATiepUep!
THT IS AT HfTagare! ®IE 086 = HATTHEH FAH TRUH F |
T 080 T FATTATHHAT AIFTHT FhT ol AURATST AT LATEATs =<hT ol
AT BT ATNT TBTAHT BRATEN TR -
(@) oTmEr faEar T AE ASH
(@) ¥IE AT fqaRer T AR qwS |
Long Form Audit Report S¥=&HT
Long Form Audit Report % THT ATIE ¥ THATAHN TATSH TGETT Felid @1 (AT
R.5) AR AN TRUH G | I Long Form Audit Report & I& Fehebl web-site:
Www.nrb.org.np T sk T i e faee faamT smawate AifguesT gATer |iEr web-site
IE FEAAT I T AT FEATRT qTed oA@TIRIerdare a1 Long Form Audit Report &
AT T 1S, |
ECURIEE IR C e e |
a1 &, ¥ THITH AoATATHT MEXeH SF 91 faxiia Geamese 2090 ATHTE HATATAS 74t
T TRT AA@RHT =hT Gl gfg T O O GEHT B a9 AQT THHE

R&R
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®

QUIIITH T qlg T8 ASITHebT TNT IST AT (Capital Plan) a¥TE 9 Sehepl o qaT

farcfrar e fame fawm 7 avafera quicasror faammr goreT a9 |

TH YATSIART ATRT F[RT IS A el IR AT ATIAR] =[ThT Ioil (AFd AR a0

THYS 9UR) AT AT RS T AT T[hT GSMHT FTEIR0 X aTadel Jeamad s Savdrs

A FATAL TH Fiebl 3 |

FA FIAGT AT fAaH SIS AqeF T O ANGYT GFga

Q) SSSTATAIT HEATA % BT Foll AGA g AH g (AR T AR TR T &l
FAT TG T AR AT-AHT FodTAsh AT [EfTaH T T T8 Sehare i
fers AT T TE |

() TATAAIAITG HEAEE SETAHT GRATEE R T FHSIl Aqer@d T T |
(@) I @IS AT T Q00 YIANT FHoll AT TaLdT g Febebl gIa |
(@) FA AFAB] AT FAAT A JAT AT aHITSTH [l GReroresl fqerd fershrerr

gERAT qFIT THT g |
(M) HSAlepl fadr R e fashl g7 Tqbadl AGLATA] AT FIH1 fIar TR
TRl FAA |

(3) = T WU GG qeeTATs TF Sehepl [T THIAH Holl GEAAT Bvw (. B
FIATIATHT FHTA TRIHHT & I |

(¥)  AIT@T IRUR] Follehl FHAT AN Holl kA gal %A de a1 APl Mugare Fiekd
qUFT &7 7 ¥ KA FATHT GREAV I ARGUHT T HedTeheT Ha<r MRTHT &7 7 4q1e,
AT Foll AR AMT % FEAT TATEE TRAT 7 TEAL ATAGTHT SIIATRT 31 e
e A ARTEH S TS, |

(4) TSI FRATA AIAGT  TRUHT ol AR AT TSl Gg boll Al
e I |

(%) TOSIAUANI AT TG T Foleehl AAEaF e g ATy ger T
e I3, |

(9)  SOSIAUAUT HEITA AT qUH] ATer@e TRUHT Folewehl [qaxu (A1 JIar 7. ¥
AT Jecitad FaTes FHTEE TR0) AT Iiqaaar Aard 39 Ieid T I3 |

() SOMSIAUAYT HETA Fll ATAGA FFIHT FIATHAT LIGAT FIT T L
ATITAE a1 (HEfrer TP AqaHT (HArET q91 dqe@d w1 T&l HudarAn e
TFH fHATRT a1 AuerEdaTe AfasET 9 ga TATE qHAArs FeaeiY I A1 GEeeA
T AT IR AT TN T I, |

(]) ZOATSIAYAITT LT AA@ TRUHT FHoAgoehl (qa<0 ATTIF a9 AT AUHT {Hidqer
, feafas awafeaa quivaea faarT T &= goqT &= 9. A71 9218 T |

SFT T

T dphaTe FOSIAIAITT FLAEEATs Taad UFAHT HUH Al FATAR I TRIer Botlehl

TSET (fha) 5.0 FIALTe HTaH TRTH & |

T AT Ferar (SLF) s

TG AT FATTTTAIT FEATT AT~ ATHT TATTHCTHT Tepl TUTA AXBRPl oIl [orey ¥ ferebrey

HOIAR! fIdAT A HOIAEEH H(bd TP Q0 FAAAAFHA g AT IHH  T=iedd

SFETHT ACTHTAT AT TR G (1) 79 bl IJTAST RIS T G |

HTwTH HUTRTAT iaeT F¥eHT
% ¥ Gl aY a9l T qRAqT Jladrene Aaedd qRAdm AT &7 THehbl AL

T SFHT G WH o a9 A ARArrs agH € WieArhl @i gt swaenr

FHUGTAT e &5 © | 79 AT AfTar WieaTd HEH T AT AR AE HioaTd, "I

TRFIRP] GREATTT AT A Follepl FITAT T&AT e T& T B |

&3
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fedr 7 fort Rt Setepaier At ST

AT ISR FRER Awaia a7 T foqsd Rar Siasparast dfuean @ty 39 faT #waw aiosr

S |

faeelt fafe T/ & T IR

A JHITHET FATAIAIT a4 Geqresarg a9 dhel (geeft fafqwa  =raeamm

forvmraTe Hreld gt W faaelt ot wa avaedr T8 awitTHET 99 T T qree AT

TR T |

(@) ‘@’ T T A fadg Geeresd MOWER SSeaad 9T TR gHaTe e
(Inward Remittance) &7 &8 7 I |

@) ‘@’ T A AR AT deIeed WA HETRl @iE qor fashl qeEedT whee T
T

(M feIERH ‘@ AT [T Gedreed faaell qeTedl MeaT @er T 99T |

(7)) AEIERE ‘@’ A A qaeee fadelt qerer @ied /@ 1, Eae aud
agl gladr gar T, faeft HemAT @rar @req a9t Nostro Account @ledl e |

(@ ‘@ T W A faxdi Gearesd EEd YT dodl Gerdd USvd HE A9l ¥
AR HETH! Debit T Credit FTS STRI T TR |

(@) AMCIEAX ATEHHT ‘@ aW e [aig daesd aHd [gaefl Ha1 @ikg T q91d T
Sep AT ATfoTe SehEedTs [T T T |

@ Fb qaT (AT AeATEwenr JURAfq S e ANETH 30 ey Giferyesr “T” FTeH
foirar FeaTehT oIl FATadesd gatad & sHieA faaelt faffwa Fedr semeaas
ferg fazeft war @fes T8 Jurer Tee S a1 AT SAepeware fahT T T |

TRl THATRD! FRIER A

@2 THHATRH] BRIER T =Ed SASTAIAIT “@” T “q” =i fqepra a6 qor fad

FFIAEE ATh Qe THATRH] BRIEAR TH ATGH] SATAIAITG “F” aehl ATroreg

ST weaid (Memorandum of Understanding) %7 T9T SSTSIqaayred “&”, “@” T “T”

FHT Seb AT FaxiTT FRATT ATRA 9TET AT 3+ Toirile® AThd @aefl THATIReP! HRIER

FTRITHT AT AR AT TR TI T Al F |

T @ AR (G Aehewd GEIU SIEH dTh FEd I I ATRAT TGl FATAT AR

HTRAT YTeehars weefll THATR FRIER =T Fa7 TS TH FaFsT |

forEa ATl ATATHT qAR T AT

S qar faim TRATETA  TAGE YWl bl YATE &l HU JAT STHMEARAT

R /H/FHAT/ AT qIT FRUT  (HT /WG9 85 a) a1 dAarR T/ IRSH

FETATAEE (S[AAF fe@d, TS a7 H[KATHT) Fafad U7 e aHIH o Rl fordy

TATCAT AT TR T T, | O GHI(ead oeb qaT fairg Sarel dTRHAT AT JATST ]

argd G |

fazeft ArTiveeed™T g FRERAT T faeely SfET FRERAT AT TAN g9 fdadeedr gh

T (ST Siqaas) Sqrel AT AR T e YU 9 |

S Jar fadirr TRATST FAGT AHEIIT HU GEATE T (Offer Letter), F9T THEE (Loan

Deed), frdramaes faaa (Mortgage Deed), Hypothecation Agreement ¥ Trust Receipt Agreement

ATTATIRIAT AN {edr FOTell STITHT AR TITi'CI_:T ¥ Consortium Loan Agreement, Letter of

Assignment, Letter of Guarantee @1 ZeFHT BTeTelTS AUST ATITHT THA AR T4 Fiebey T | AT,

A FRIATTEEATS Ui e FTET TATA ATITHT TAR T AT AT ==l T 99 |

faga /SHMMT TR &7 STHMI THA, HUGRT datd, R FASHE, THE R}, @rell,

TYTAHATERl ATH, ST, AT B AET qAIdH [UIes a7 A7 TERHT [qgde s

THT BT THITTHE fauaesars aditad wrar Afqard F0d I T 994, |

frEaHT TET I A faNIes

o IHEIgd ARl ATH, ST, THIA, ARSI FFAT ANTRHAT/IHUE TF6R T47 faT T,

R5¥



0.

9=.

K.

Ro.

1.

T ARl =T S adr fodid JLamgRy I,

b H,

et (Witness),

EXATER Ufe=e 9 AT ATNT FFafedd HROe! AT,

A ATAYTF TGUHT [TTIEE |

= /A& AT A7 FETAIAEE AN (A4l SqTedl ATSTHT G8Hd SIaed g SAaed]
AT FIAT T RIS 99 B |

ATM HT CCTV I &1 FHIGHT

TATAATAYTT ofeh JaT fairy dearewel Automated Teller Machine (ATM) &¥dT CCTV
FATART AT A IRET I Jaees Aard FOH1 T RIST 97 G |

SWIFT Message %1 HTEIHHTE THATR T AFIEHT

SWIFT (Society for Worldwide Interbank Financial Telecommunication) gfafyr Ser e S aar

foir TeEaTEsel SWIFT Message 1 WIETHATE T9 ST FRIGR Tl 8T FHINTH TRTHT

< .

F.  TET FRIERET AT ATSAARGE [TelaRATH AWRE 100 FGFH THATALH! ATHNT
HAT A ATTHT el [&7 THATR TR |

g HWIE 00 I Ul THATALH! AT TR S TRl Aa<arar ar fod gfgepr et
FHTITGAHT THATAT TRA |

T ITRAR fEFHT 99:30 a9GE THHTRRRT AN A0 § ATCHT FIET fad ThAT=aR e
|

¥ ehar faTdl qq:30 A dfg THEATORE] AT SRI e UGSl EaedrAr & fad
iRl el FATEAAT THATR TR |

foelr S e ol TR wifafus a1 we™ T qiE T

FaTeere faReET IS SR T O IS @rdr el ARgdr afq gersaa . ‘6

FIHT AT STheeel ATFI TI=ITTH Jocli@d (TTIHT T Sehebl TAEATHIT (o5 [ag9THT

QoI e A el S qur faig gearesdrg e v wria fatie

ifatass F@r (Technical Service) Y&TH 9 FaSH |

% feqifvie wiee, dAHT Ja1 T FFREHT

SIATIATAYT AMSTEARST “T” FXT i el A feUIfsle Hoe, @F 94T (Safe Deposit

Vault, Locker Service) IUeed TRISET d@Td THITHET ITAEh ATTTHT &l Foreld T Fe

Eall

Q. TEATH AT IS TG Sl Al THITH TRl & I |

R FEaTH I feuifee wed geaTdeT ot g et fafram g o

3. SIS ATRET T T ol FRER TWHE ARAT YedFeaddls AT I (g
Aedehl AT ITAed TS I |

¥, % feuife ded Fearerd T 3N FRETH AT CCTV S g9+ A1 AT dgia
(Alarm System) 1 STGT T HI AATH FgIqaTe G YA HPEHH F=AT JaT8
T @ fepfarmept e afard $9|T g T |Thr FHERT a9 Shrs & 9 |

Y. TSIl ATIRHT I fUIeid Heddl a0 TR A6l A8 AMard ATHT TWHN g
o

ATM I AT

TATSTAITTTIT “@” T “W” FV(hT TLATEE GeTdbl qesehl AITHT el Automated Teller

Machine (ATM) & T T |

Q. AT AT STRTAT JOTATRT GRETTHT T07 FTorea Feaiead ATl 7 g7 |

R AT ok GEERAT AT TLEEIHT JHRTA T I, |

&Y
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3 9 ST &1 7. Q¥ F @UE (I) AAAR TF AhATd FOATTATAITG AT SFehaaT
anﬁm&ﬁmnﬁmq@mﬂﬁwwm“ﬁmwﬁém

¥, RIEARE “@” T N’ AR GEAT dTeh AT WEAT ATRAT Slehd Hrgaradr diiaa
mﬁWWWWWWW@ATMWWW|

foamY et i QT SR AT Gt

TATAIAITT  GEITA  dlcAebalciel AIAATE  fal el (Auction) &l SeeItead

ArARATAATAT (Bidder) =ATth a7 HEATH! ATHAT N I<h AF(depl @@Tiaed adr

AT (Ownership & Possession) E¥AT=RIT T4 I+, |

TR/ FEF FAEE AR T AFEHT

TATAATAYT FLTEEH! TR IR AT GEATIh ITAT BRATEMAT I Ach T [ATehl

TeFTHRY URATRe ITHT Teh] ATTATHT FEAT AR/ XTI TARES TAhd T [qeATH T T

T IT g ATIH THH HSAl FhT T JASAAR AT ITIRT T T4 |

AIEAIS qIT ASATE FIEHAT

TASAAIAIT fo{ia FREAR TH FEAETH Greare a4l deIATE gal TEIqHT HA a

FoT HIT TodATHT B & AUHT facirg FEAT &1 9T AT Hiod W FAFTIRIT SAAATHT

YH T SMGUDT §aT T Shale FTTdIT YTAGRATEEe AT ATEale qaT AaTATSHT

YLATH] AHE (8% T ATTATITTH] PISHT T8I THITSTHD! ATRTT Joei@ T/ TRIIT T,

|

FSSTAIAATS H=T Je@ T I qr1T
SATSTAIT ‘F Al HEATEH T A AATE ‘F AT SoTTATIANTT Tl
TSI ‘@’ AXTehT Ao Tl I SeheTd @ ARl SATAATAITT TAT (... [oTeal
F & TR
ZSATSTAYT T FARThT TeATE% AT A FFATE T AR FATAATAITT FAT (... Ffeetl
F & AR
A faaiks o0 ST = Fae

Q. TSAEATE e qAr faei ST qEad TR TYO AT AT GIMRET derdl THH
qRTHT T&T AaTd FTHT THIS=TAT = AThRd T U9 | A9, HH, FFIE[, Gq7 ar
FATATHT ATHAT fGFTHT el TR THT THTS~audl g I7e |

3. &% a1 faxi degrese fg=d <ol FTU9TTH! HITITETRT @reil TTAT ATTTeTHT =F
e, AF 9, Tk YiddeR a1 KA AT AMMSq I |

3. fafriar afae o TR, R03¥ T THT & AT TUHT AT THITAH H GH IHAT 3 T
HETHT THH H¥eh THT HALTH AMGY ATIRH IThHATE AT o I, |

¥ =epehl FUANTHT w@rsd (Crossing) ar ars vl gid I SAH 99 died A
e TR{aHT BT AT Aehebl qRTAT T FEATeIT FET AT g & |

Y. SATIUeRT, AT SATHT, HTHS STUHT Aehebl ST T GETedd FET qMeq g ST |

% RRTHTR! ATNT TS <[eh TATell a1 IS HeH el Teb WIOTHT WA T FTHT AMGUepT
I B |

O G ATHAT fafeuer =i FFlfrad ST AThel @IATAT STFAT T G8rgal Feliead
TR I I G bl Tglie Aad FTAT TUH I B | a¥ geEiead
FTITRT AT T Afeh, BH, BT a7 LT Il = @IATHT THEAT TRTGaT 99 g
S AT g B |

. feTafcs ATRT YT STl I Sehebl Iehebl W STFehl ATHHAT = [@r=TUepl &1, Iqepl
AT GIATHT ST T G |

. IH dFATe SN THAAIME [dady Tl SRl [Maed 97 ANG s aredr
TAUHT Theeh! ARG TAT GBI T ArITeId FLAT aTeA g S |

TATIAUAIT oo qIT (i TXATEsel Wiiataes Fa7 TERIAT (Technical Service Agreement,

TSA) #=id Seconded Staff @l TGHT HATTHT/ ATIA AT AqTAl ANNREHHb! THAT [aaHH

FH U q97 IHEe J AR 96 @ (@ Sawdr Iehlid el aHIH @hd |

A H T/ TRIST IS, |

&%
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TANTAYAIT  FIh @ (Joint Venture) T SeF qor faxiia T=dmessl Wifafass It
TERTAT (TSA) TH-IHT &b qor o gwar ¥ faaell et awhrar T giafa
geareaRr T fageft e qar ufafy exdreaRer UH, R0%¥Q) F TWT (3) FEIGHE faEuRT (
famT T=ITer AT AR AT FA9RT a7 8] qoAT AT AN (TR I TR Te)
qHeT TR AT FIAAT AT TEHA I BIAT FTLATHT TRATAAT T /RIS TS, |

B[ FUNT B STb FFAH

TATATAYT b FAT faciir FRATETS T JUNETH! ATTIG AT, FATHA T THLT
THTATTHT TETS TATSH FATSTAHT AT Hofl 9N A=W Ugal g &0 IAN & ST
qr TS, |

o T fai T Rl UA, R0%3 % TRT 9% (@) A7 ST SAET i e
ATEAT AUH dX ITh ETTHT HIIX ATchepl ®ATATS e aar faxiia Fwam F=mear
EANT [ I & T ShaTe SOITdITITe T “F” FRepl AT e qGqT “@” FIHT
AT TRET faebTa kRl gHET AASA T 9N TG Sehae goToduANTE sk / fair
T/ FEFRIATS ATT ATAAT fad Fieb F |

TATTAATAYTT  “%” Tl ¥ AT TARHT “@” FW el b qdT faiia FeATewel AT-ATHI
FATeAh ATl dlebebl HTIGUSITA &l Forward, Options, Swap , Futures ST&dT fafir=r gRafaw
(Derivatives) STHITT TFI=IT FRIARES TH T B |

TR faaelt werEr wvafaa SRHAfevd wREARews ghal faadll fafaaa gwemr =g
FAA T TF Sebebl el fafroa soaweam faumrere SRy afvasessr afamar @
TET &

Y FAT S&6 TTIAT T FEHAT

TATATAIT S qAT faxiiar GRATeeel e, AT T ARl IANHT ol Jarg Jam e
gigerT AT FIT FA9RT F=Td TSl Gg S TATIAT T I8, |

AHfEF AT BN G T GFEH

e T fairar Twar et U9, 0%3 #1 THT ¥ BT JUSHT (9) FT U (A) I FATATH
AT TETAHT ATEEh] ATTHT TE T ShaTe SATTATAI "% FHl dheedd ATHEF
TN I =TT T T B |
AEE:
Q) AT AALATITIN FFAedd PRI AN FSTdF FFIAT @SN T T AT A
T &l & TTTHT TS TF Sebel AT ITAREPT AMGH AR FITH T |
) E FRER FA1aq A0S 9= g9 QT AUHN g 97 |
3)  Ofgedl A FueE ANTAR HATHT TET g 99 |
¥) Hedd gATcH® &g 9 |
Y) FoATdH AT FIFRI THE TE Sehehl PRATEAT TILHT T IXAT FRATETHT LT T AT
AT HUHT 3 AT TR B T |
RS I TR AT
TS A ek U, 045 1 THT ¥ T YO AT HUH T AR IASATAI “F”, “@” T
‘I HT ofh TAT (AT GEATEEATS APUHT TAESH! AITHT TET 8T THITH FaTE ATHT
FET TG ShaTe YA GadT SIS RIS B | FEEed FEgEr -9, 3, W3 T
R T T G TRUH 3 |
(q) WTER TAEAT
(@)  SAEgd GRATSTA, B A, qHEl U AcaTdd  Sddrd, (e ASHIRT A
JANT ¥ Aifqe qardR HH JUETHT JATE WUHl A Follehl [HcTHT aMe 4.0
ST SATSIETHT [l Jueed RIS |
TRTFI: . JeAGAHAF FANT TTeT =R0E, [T, fomR, FT, G vmmaray gierorer 9T T
HIGRT TAT AIGRTTT AT ATEehehT IAATTTHAF TUNETATE TS 3, |
R Aifqe gEER R SR AT 9<%, I, A99, e, 399, RSy
ST, FIA FR, [T TR AT Afaelrg A= 3 |

R5©



@) R YAl AT IJUANT IR AAtIET S qur faxier Seemese gt
HUTEATE 2.0 FATAART &l AT [ I3 & |
R) faefry gzt
() AT ARBRATE NPT & FANT, B qAT T FAN, TGk AR AN
JaTE FUH! FHollehl AT aTfie 9.0 FIqTd ATSTEIHT A b JqAed Re G, |
@) Ffq, e, gadifed, Afeer, fad= a0 quOr FHEIHE AfhgRT Foed  arr
SATATIAT YaTH TRTHI FAA oAbl Ial RATHT AT .0 YA SATSTELHT
TSI I RIS G, |
@ 9T YRS Gfadr SUERT R Hatger o qar Al gedweer aweted
HUTEATE ATMF ¥4 TR qET AT AT a3 e |
3) frafa st
@) i e o FEEEE T ST SIS # AT RHT Tl HET JaTe
TRH FoAl T AT YFET SANAE GATe WUH FAA FeAHl I amie 9.0
giaeTd SRAT (AT ARSIl Iueded TRe 3 |
@) A g glauT SUENT Rl satAr o qar faxier "ewse qEated
HAETE AMMTE ¥ .Y AfTTaTwaT TE AT o IS B |
() frara et faaerare fRefl HeT amRT Ul S e et S qdr e
TRAT I TS, | AT AT SRTAT I Ul (I =Y BTG qrRehaiehT arar
FAT TS THH FYHT TR T TS |
(&) AT qARESIel gFHT Deemed Exporter WS SEH FRUAAT FHA FeAid TR
GUGHT IATGH AT fATHT Fol a1 faidept AT fuer &l Aed & U Jeal
FSAHT | AT TSl S9ded TR B |
(¥) QT TIT AYHIAT FAHAT [HAT
(@) GRATSTHT Foliepl ETHT AT JAT HIBTAT JTHETHT ofeF qT oA FeATa Jated &
Q0 AEETHH! AAA FoA(ehl fal TREAAT aMUE Y. O FiATd SATSTEIAT TS
haar IT RIS G |
@) T AT AT AN TETRT FATTHT o qAT faxira SeTesel qeatead Huare
90.0 FIqTaH=T el =TS feil a3 i |

) gmﬁm e
T JANTA § 9dle %7[ L{"|<l=b\l‘|| Silﬁch Iq l‘l"l(C{’J\"Il erTaT AT W iéﬂE“:” EEE]

T 3 |
() T FAFAE TATE & B YA QAT AT b JAT AT G qratae

qiTepT Afehd® 5O UfaeTd IwaT a&T & S |

(3) ARl radT ITANT T b qoAT faxirg T=ITel qERebSll arqd a9 sehepl ATHHAT
FIFTHT SR THYF R I |

(¥)  qEYHSIT AT TP TR At AT T TE-R T qH @ | T
AT qTRTHT IT&T AT ¥ AT ied qEhTHT T T4, | T8 Sebel HOT S a1 fodra

FEIET @ @9 (Debit) T @A AIASI T T G | AlMPUH AT
qrat /AT AGA IIR g AAHHT AT JIATd UATA AR BIAH T A A

e
(%) TGS Aafd TEHT & HiedATHh g1a | T Jedh (U TaXhsll Iehl TRaFIs
AT G qALhSIT AR 9 A(hAS; |

(%) TERSIT e 9T R S qar faxii "RATewe ARSIl HIAE faaRor
AieraAT quepl fafqer q faAfes a9 Sepept Tvafrad quieaeror faammar o7
T 99 B |
3. Electronic Cheque Clearing 9¥+&T

TG FHATE FATAATAUTT o qoAT faxirar ARAETepl oATNT STl foeraies sraaer ger eehl
Nepal Electronic Cheque Clearing (ECC) Rule Book, Nepal Electronic Cheque Clearing (ECC)

5T



¥,

Y.

Operating Rule ¥ Cheque Standard & Specification @R I+ T FUTe fFeqaivy eTsd fatqegHl

o=, ETeTor, RIS TF=aaT e Haa" 9 TRUSs, |

(9) ECC ®T HRIER FiehT JIATT JAdvaehl @ ECC Rule Book AT S[EF 3T ARGTHT
quar ufq qurer ey wew fafaesa soadiiae @rermere % dur faxia
YEwH @ a7 FAFAT T TEAG! df~ad qrRier (Net Clearing Position) T& Siekeb!
SifeFg FTATAIAT TSST TV HT (3 A TAEEdATE | TRIFTEF STHT goaterd T

frrais &= Net Clearing Position | ¥ed@ie g ¥¥
I T T\

BRIGGRESRILER:ES fagdr 300 = fagdr 390 =9
(Regular Clearing Session)
RIET TR = /I (AT g T fesdr 200 a9 fagdr 390 o5
(Non-Standard Cheque/Draft Clearing Session)
gfear Ty ferafes 9 faer 99:30 o= faem 9q:¥0 &
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AUDIT APPROACH

1.1

1.2

1.3
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Brief description of the Audit plan with focus on the following areas, at minimum:
» Declaration of Independence of Audit Firm and Members

»  Standards followed

»  Composition of the audit team

» Audit schedule

Brief description of the Audit process and procedures

» Audit areas' Risk Assessment

» Audit procedures adapted to mitigate identified Audit Risks
»  Quality control mechanism

Brief description of the Sampling Procedure and sample size

« Sampling methodology

» Sample size

»  Use of system based approaches

Remarks on the execution of audit plan

» Execution of audit and the audit plan

» Problems encountered during the audit, if any

» Limitations of scope of Audit, if any.

RISK MANAGEMENT SYSTEMS
Opinion on the following:

2.1

2.2

2.3

Credit Risk Management Systems

2.1.1 Brief description and comment on the adequacy of credit appraisal systems,

2.1.2  Brief description and comment on the adequacy of credit monitoring systems,

2.1.3 Brief description and comment on the adequacy of the credit recovery systems,

2.1.4 Adequacy of Policies and procedure for Write off of Loans,

2.1.5 Adequacy of Policies, guidelines and Controls over Off Balance Sheet Items.

2.1.6 Comment on the concentrations in the credit and investment portfolio,

2.1.7 Risk Management Committees and their effectiveness,

2.1.8  Overall audit opinion on Credit risk management.

Market Risk (Interest Rate, Liquidity and Foreign Exchange) Management Systems

2.2.1 Adequacy of policies, procedures and guidelines for the market risk management.

2.2.2  Adequacy of the system for measuring, monitoring and mitigation of Market risk.

2.2.3 Risk Management Committees and their effectiveness

2.2.4  Overall audit opinion on Market & liquidity risk management.

Operational Risk Management System

2.3.1 Adequacy of policies, procedures and guidelines for the Operational risk
management.

2.3.2  Adequacy of the system for measuring, monitoring and mitigation of Operational
Risk.

2.3.3 Risk Management Committees and their effectiveness

2.3.4  Overall audit opinion on Operational risk management.

INTERNAL CONTROL SYSTEMS
Opinion on the following areas:

3.1
3.2
3.3

3.4
3.5
3.6
3.7
3.8
3.9
3.10
3.11
3.12
3.13
3.14

Effectiveness of the Audit committee

Effectiveness of the Internal Audit Function

Rectification of the deficiencies identified in the previous internal and external audit
reports

Adequacy of the controls in Credit operations

Adequacy of the controls in Treasury operations

Adequacy of the controls in Branch operations

Adequacy of control over Nostro Bank Operations

Adequacy of the controls in procedures related to expenditure

Adequacy of the control over fixed assets.

Adequacy of the Management Information System (MIS)

Adequacy of controls over e-banking and Card Operations

Adequacy of controls in Information Technology and related support functions.
Effectiveness of the Inter-branch and agency Reconciliation function
Adequacy of controls to prevent and/or minimize Fraud and forgeries
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3.15 Instances of Fraud and Forgery in the review period

3.16 Existence, adequacy & effectiveness of system audit
3.17 Other Control Issues, if any

3.18 Auditors overall assessment of the internal control system

COMPLIANCE WITH APPLICABLE RULES AND REGULATIONS
Prevailing Statute, Act, Directive and Regulation, at minimum, in the following areas

41

4.2

4.3

4.4

4.5

4.6

4.7

Nepal Rastra Bank Act 2058

State whether the conditions as stipulated in Section 86 of Nepal Rastra Bank Act 2058
prevails, if yes please specify.

Bank and Financial Institution Act 2063

4.2.1 Whether fees and benefits of Chairman and board members are as specified in
AOA/MOA

4.2.2  Appointment, qualification and benefits of the chief executive

4.2.3  Profit Appropriation to General Reserve

4.2.4  Appropriation to Exchange Fluctuation Reserve

4.2.5 Distribution of Dividend

4.2.6  Whether the activities are within the scope as defined by BAFIA?

4.2.7 Whether prohibited activities are being pursued?

4.2.8 Control & notification of dormant deposit accounts and unclaimed dividend

Foreign Exchange Rules and Regulations

4.3.1 Whether payments of goods imported and service import are made as per circulars.

4.3.2  Whether deposit accounts of foreign currency are opened and operated as per
circulars.

4.3.3  Whether card transactions are done as per circulars.

4.3.4 Whether foreign exchange transactions are properly recorded and reported in a
timely manner.

4.3.5 Whether investment in foreign currency are made as per standard approved by
the Board of Directors.

4.3.6  Whether payments of exports are received and reported timely as per circulars.

4.3.7 Whether transactions of Indian currency are made as per circulars.

Minimum Capital fund (Directive No. 1)

4.4.1 Computation of Core Capital, Supplementary Capital and Capital Fund

4.4.2 Computation of Risk Weighted Assets

4.4.3 Comment on the Capital Plan

4.4.4  Overall opinion on capital adequacy

Loan Classification and Loan Loss Provisioning (Directive No.2)

45.1 Comment on the Assets Quality and Classification

45.2 Adequacy of Loan Loss Provisions

4.5.3  Whether the rescheduling/restructuring comply with the provisions of the directive

4.5.4 Loan Loss Provisions in case of restructuring and rescheduling of loans

4.5.5 Loan Classification and loan loss provision in respect of force loans

45.6 Loan Classification and loan loss provision in respect of loan against
personal/corporate guarantees

4.5.7 Whether the adjustment and Write back of loan loss provision comply with the
provisions of the directive

4.5.8 Overall opinion on Loan classification & provisioning

Single Obligor Limit & Sectoral Cedit Limit (Directive No.3)

4.6.1 Bank's procedures to identify a group of related borrowers

4.6.2 Comment on the Facilities in excess of Single Obligor Limits, if any

4.6.3 Loan Loss Provision in case of borrowers availing facilities in excess of the SOL

4.6.4 Review and ratification mechanisms for excessive exposures in respect of
sectoral credit.

4.6.5 Comments on any exceptions on loan to real estate sector.

Acounting Policy & Format of the Financial Statement (Directive No.4)
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4.8

4.9

4.10

411

4.12

4.13

4.14

4.15

4.16

4.7.1 Comment on the Consistency of the Accounting Policies and financial reporting
framework.

4.7.2 Recognition of interest income from loans and advances

4.7.3 Reconciliation of Interest Receivable and Interest Suspense

4.7.4 Recognition of other interest, fees and commission and expenses.

4.7.5 Publication of annual accounts and periodical highlights

4.7.6 Non-compliance/deviations in accounting policies followed as compared to
prescribed accounting policies by NRB/Nepal Accounting Standard

Risk Minimization (Directive No 5)

4.8.1 Mechanisms to minimize liquidity risk

4.8.2 Use of GAP Analysis and other mechanisms to measure and manage interest rate
risk

4.8.3 Mechanisms to minimize foreign exchange risk

Corporate Governance (Directive No.6)

4.9.1 Formulation and implementation of required plans, policies and guidelines

4.9.2 Code of conduct of Directors, Chief Executive and Employees

4.9.3 Cases of conflict of interest of Directors, Chief Executive and Employees

4.9.4 Mechanism to identify related parties promoters, directors or senior management.

4,95 Lending to directors, chief executive, employees (except as per employee rules)
and their related parties, if any

4.9.6 Level of Corporate governance and compliance of directives related to corporate
governance.

Implementation of Supervisory Findings (Directive No0.7)

Auditor's finding on the status of compliance of directions given by NRB based on its

onsite inspections and offsite supervision.

Investments (Directive N0.8)

4.11.1 Investments in unlisted companies

4.11.2 Investment in companies with financial interest

4.11.3 Investment in shares of other bank/Fls

4.11.4 Investments arising out of Underwriting Commitments

4.11.5 Investment in shares and debentures exceeding the limits

4.11.6 Review of the investment portfolio

4.11.7 Adequacy of provisioning requirements

4.11.8 Adequacy of investmet adjustment fund requirements

Reporting Requirements (directive No.9)

Comment upon the reliability of mechanism used for NRB reporting and the accuracy of

such returns

Sale or Transfer of Promoters Share (Directive No. 10)

4.13.1 Sale or transfer against the statutory requirements

4.13.2 Sale or pledge of promoter shares, during the lock-in period

4.13.3 Where the promoter of the Bank is an entity, unauthorized transfer of ownership
of such entity.

4.13.4 Where the promoter of the Bank is an entity, the availability of audited financial
statement of such entity for verification.

Consortium Financing (Directive No.11)

4.14.1 Formation and dissolution of consortium

4.14.2 Fulfillment of the specified duties of lead bank/member bank, where applicable.

4.14.3 Frequency of consortium meetings where it is lead bank/FI

4.14.4 Adherence to the spirits of consortium

Credit Information and Blacklisting (Directive N0.12)

4.15.1 Periodic Submission of information to CIC

4.15.2 Mechanism to obtain required information from borrowers

4.15.3 Credit Information at the time of sanction/renewal/restructuring/rescheduling of
facilities

4.15.4 Recommending defaulted borrower to the CIC for blacklisting

4.15.5 Lending to individual/firm/company included in the blacklist

Cash Reserve/Statutory Liquidity Requirement (Directive No. 13)
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4.17

4.18

4.19

4.20

421

4.22

4.23

4.24

4.25

4.16.1 Comment on any exceptions on the maintenance of CRR as stipulated by the
directive

4.16.2 Comment on any exceptions on the maintenance of SLR as stipulated by the
directive

New Branch/Office Operation (Directive No. 14)

4.17.1 Unauthorized branches/offices/extension counters/remittance counters

4.17.2 Unauthorized transactions

Interest Rates (Directive No. 15)

4.18.1 Interest rate determination procedures

4.18.2 Mechanism to determine cost of fund, yield on earning assets and interest spread

4.18.3 Publication of interest rates

Mobilization of Financial Resources (Directive No. 16)

4.19.1 Concentration of deposits

4.19.2 Resource mobilization beyond the limit

4.19.3 Issuance of debenture and other debt instruments

Deprived Sector Lending (Directive N0.17)

4.20.1 Comment on the exceptions observed in the deprived sector lending

4.20.2 Whether the loans classified as deprived sector lending meet the stipulated pre-
requisite conditions

4.20.3 Monitoring mechanism for utilization of deprived sector lending on a half yearly
basis

Merger, Acquisition and Upgradation (Directive No.18)

4.21.1 Fulfillment of the specified requirements for upgradation by the financial
institution, where applicable.

4.21.2 Whether the minimum capital, capital structure meet the stipulated pre-requisite
conditions for merger and/or acquisition, where applicable.

4.21.3 Trading status of stocks in the stock exchange.

4.21.4 Compliance of regulatory provisions on the Merger, Acquisition and Upgradation
including Fit & Proper Test mentioned in BAFIA, 2063 NRB Act, 2058 and
Unified Directives.

4.21.5 Overall opinion on Merger, Acquisition and Upgradation.

AML/CFT (Directive No.19)

4.22.1 AMLI/CFT policies, procedures and practices formulated and followed.

4.22.2 Adequacy of mechanism, procedures and documents for customer due diligence.

4.22.3 Adequacy of risk based customer classification and monitoring.

4.22.4 Mechanism, procedures and documents for customer due diligence.

4.22.5 Protection of information and documents, including electronic data, of the
customer till the period stipulated in the Act and regulations.

4.22.6 Adequacy of filing and reporting of threshold transactions to Financial
Information Unit (FIU).

4.22.7 Adequacy of filing and reporting of the suspected cases to the internal
management and concerned supervisory authorities. Cases of reporting of money
laundering and suspected financing to terrorism to FIU.

Subsidiary Company (Directive No.20)

4.23.1 Compliance of directives of Investment in shares and other securities of
subsidiary(ies).

4.23.2 Adequacy of consolidation of transactions with the subsidiary(ies).

4.23.3 Harmonized implementation of policies, procedures and systems of holding
company in the subsidiary(ies).

4.23.4 Transactions not based on competitive market price or unauthorized transactions
or transactions not based on Arm's Length relation.

4.23.5 Overall level of disclosure of Related Party Transactions in the periodic financial
returns.

E-banking Directives (Directive No.21)

4.24.1 E-banking policies and procedures formulated and followed.

4.24.2 Adequacy of security maintained in the e-banking trasactions.

4.24.3 Adequacy of conditions on bilateral agreement with agents and third party.

Miscellaneous Directives (Directive N0.22)
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4.26

4.27

4.28

4.25.1 Whether insurance agency service offered to its clients.

4.25.2 Authenticity of computer software used.

4.25.3 Preparation of documents in the devnagari script of Nepali language as stipulated
in the directives.

4.25.4 Adequacy of security maintained in SWIFT transaction.

4.25.5 Compliance of taxation, including TDS, and mandatory provisions made by
fiscal policy of Government of Nepal.

4.25.6 Safe Deposit Vault, Locker Service availed.

4.25.7 Compliance of regulations and laws with respect to Auction.

4.25.8 Technical Service Agreement, TSA reached, where applicable.

4.25.9 Adequacy of policies, procedures and mechanism of transactions on derivative
products, where applicable.

4.25.10 Use of Refinancing Facilities availed by the NRB made as per the agreement.

Transparency and level of economy in the capital and operating expenditures.Whether

Financial Administration Bye-laws is adhered to while incurring such expenditures.

Compliance with internal rules, regulations and guidelines

Comment on the overall state of compliance with the internal rules, regulations and

guidelines.

Overall compliance of laws, regulations, circulars, directives and guidelines.

Comment on the overall state of compliance with the laws, regulations, circulars,

directives & guidelines.

OTHERS
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5.3
5.4

Whether guarantees, all other contingent liabilities and off balance sheet exposures are
properly recorded and disclosed

Whether banks have entered into any contracts with related parties including the
promoters, directors, shareholders holding more than 1% and their undivided family
Compliance of pre-requisite conditions for Purchase of fixed assets

Any comments or issues, which the auditor feels appropriate to be communicated to the
supervisor and is not covered by the above.

CONCLUSION

6.1

6.2

6.3
6.4
6.4
6.5

Type of Audit opinion expressed in the final audit Report

6.1.1 Unqualified

6.1.2 Qualified

6.1.3 Adverse

6.1.4 Disclaimer

Main reason for the qualified, adverse or disclaimer opinion on the financial statement
produced, where applicable.

Areas of operation where it is exposed to excessive risk

The risk areas where bank/FI has not been able to properly address these risks
Comment on the Major Problems faced by the Bank/FI

Overall opinion of the auditor on the operation and financial standing of the Bank/FI
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