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R Fr=T (r.fer /)
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3. wfew gwarell saean
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FA LT - -

qig: *Glagd T9TH 99T |
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R ATHE 2089 F (98 TAE 070 )

I ¥.9R.9

oq a9
—_ uftseat gTART qATRT/ ::rwa;i
faaor T T | O e | (FreEm) F it
T (R
() (@) THRH .
(F@-%)
q. AU WERBT STl faa
R 9T YIFRRE! TAqIA
3. U WRHRET A HOIT
¥, | g6 oA
Y. faeeft o
% QM TATAAIT YT AT AR
O, el TS gTed AT fedvaR 91 v
5. @el Ffea Fwamr R, fea==r qar 9vg
2. faaeft % T (Placement)
90. Interbank Lending
99. =T A
FA TR
. AT ¥.9.R
&% % ufimn Aue fafee
e frfaar guT 9 @ (Held to Maturity)
3R ATHE 2089 FI (98 TAE Ro%0 )
g g S
S ETAGFART | T GOl | ATRT/ AT
faaron ° etfq ww | etfq R | (AeEm) T
() (A=)
(@) (I TRH
T
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q. I FLHRE! Sorel fae %4,0%,%0,35%
R, AT GIHRbl FqaA —
3. FUTT YRR AT FHUMTT 3%,09,%0 9%
¥, W dE WO -
y. faeel sora=s -
% Tl TOSTa9T U SRR TR -
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qITA YRBRB! T
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ERKNCC A ]
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Il SaUsT 9T GEATRT a7
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AYA g% 3w ufymn Aue fafee
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3R ATHE R0%9 F (1% TATE 090 A
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19 @9q - 33%4,95,300 10,5535 4R 3’6 - 99,9%,23 B0 45 - - - 999%,23, 98459 935,67 6%
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3. T AT e
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ER S - ¥,2% 00 V5%, 8¥0 - 485059 - - - 485059 230,449
34 @ - - - - - - - - - -
@) FA qaedn - T3,4R, 0¥ 99,%9,%9,]3 - IR,34,%9,95% - - - 1R,34,9,95% 9,183,39,35%

. A TUEFHR] FFEdT
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¥.3 FHEA - - - - - - - -
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¥4 T - - - - - - - - - -
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o) Td IR AGEAEE Rl - - - - - - - - - (3,35,¥40)
3 | JUHT AU AFEAT - %5,95,%00 3,53,99,001 - %,49,5%,%01 - - - ¥%,49,5%,%01 Y¥,00,%9,99z

T TR JTHE - %5, 95,200 3,53,99, 009 - ¥,49,5%,%09 - - - ¥,49,5%,%0 ¥,29 5%, 935
q A (F-9) - 33,59,%9,05% | 90,9%,%R,9Y,30¥ - 19,90,9%, 33, 3R3 - - - 19,%0,19%, 3,33 \9,%3 49 4%, 4L
g% o uivan Aue fafee AL ¥R @)
Fai, aue foeq @fgwr gIaton
3R ATHE 0% F (9% TATE 090 &)
[EEEI 9 99 T T ad ®
(@) e 99,3%,%%, ¥R 4 \9R 9,199, 30,23,53%
N
§.  TA/ ATAA FEIAB] FETITHT 99,09,% ¥ 9%, 9% ¥, ©%q,53,43,090
R @l AU UT AT THTATHT - -
3. TIENT STHEAH 9,9 53, ¥5% -
C .
¥, et Avfiehe Sehehl STHIACHT - -
c ~
Y. [9af@ #Ta (Export Document) T YRETITHT 3 ¥Y 9 000 R,9%,35,000
% HEdl AGaR! FRETHT ¥,39,0% 334 %,5%,%3, 449
. ~ A ~
F) FATH AR HEl Aqaehl & 3,8R,9%,345 3,939,233
. =~
g) T TATSIAYS UT WEATHT el Aqaehl qIE LA 3,4%,39,%3%
-
© IIENT HTAH FIETITHT - -
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o
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0. = FIETHT - %%, %%,395
(@) s - —
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[ ]‘\l [l &Q]T ﬁ
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faaor ofmg | Afmwd Fte g 9y T Ta Ay =
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9. ULEHIA
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@) a9 qUH 99 4,9033%0 | R49,%¥4,99% - 30045 39% | 199,59,9%= MECAR S| S ICARE
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q) 79 U fahr - | (3%,0%,%00) - - - (38,0%,¥00) -

3) T AVH JUAE - - - - - - (8,04,33%)
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R

&) T T IR - 4990 R4 - Q380,058 | Y &%K0 9,099,008 83¥ J[RER

@) T U EL AR A R%,54,50% - 9,40,¥83%R | %0,94,040 RRY R 5% 9,¥3,34, 4%V

T FTE HE AT/ - - - - - - -

qACRgTHT -
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3. framlt oo (WDV*) (3-9) 4%, 29,99 | 4,9, 3% - 9,99,4%,1999 | 3 U¥,34,R¥9 | W,T9,35,93% | 19,53 %9, E0¥
¥, S EEL R LR LY - - - - R %¥0 -
Y, i fmtor (Jefraor e o) - - - - - - -
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# fasteree 9¥afa 99o/@T 9eeNd S@IUH & |

d% aw ufimn aue fafee I ¥
T Sfrs awata

3R WG 059 F (1% TATE 00 F)
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g% 3w ufymn Aue fafee

I qHA

3R ATE R0%9 F (9% TATE 090 F)

AL ¥.9%

ferarqon 9 a9 T Ta a9 ®

9.  Hge— Hroard RS §,0% 439
3. AT A T alehl AT 3,3%,25,94% 39045,53R
3. HSIHT AHA A AT AT 1,¥R,59,R%0 - -
A AT Heddl THH q,¥%,59,_40 - -

¥, A A ATl HALA - -
Y. Il el 93,30,0%9 -
. HESE G T g 39, ¥5,.5% 2,39,45,29%
o afrT R ¥ 55,939 q,0%,%3,335
5. WY T8 - _
. WNET A (3AF FHA) - _
q0. TaAT F=AT FTHEH HThHIAT - _
9. ATerET g9 aATH @ - -
9. o AT fede - -
93, W AIRUH F AR FHIA - -
¥, I 1,%%, R, q,%0,59,059
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) AT AT - - ¥4, 5%

T I - - YR, ¥R0
STHAT R,%5,3R,%%5% 5, 15,%%,%¥%

X
S s ol o R AT ¥.9% (&)
F7T qEfa (Au faawon
3R ATHE 0%9 F (9% TATS 090 &)
99 Y T
fecor q ¥ T q:ﬁ;ﬁi;ﬁ w;ai& STFT % T
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3. foAT F=AT STBeHT AR
3. e fReE feama
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geTlaa TTfrcage

3R ATE R0%9 F (9% TATE 090 F)

g% 3w ufymn Aue fafee

Tl ¥.99

faawo 79 g . Tq Ay .

q.  FET IW AT WH TR FETA qMIcA HTHR AR - -
R AdUAEE (TR IEH) ¥3,93, 55,433 ¥%9,0%, 9, 3%0
&) & HigAT WeaT B Aafhl ¥3,0%,%5 43 ¥9,03,29,3%0

g) < HiEAT wwal adl datgeh - -

3 U fewpragve U faees - -
¥, TG AN AHbd! Twdl/T0g R,49, 3%, %R0 Y, ¥, 50,099
%) fag =vg 1%,9%,000 3,3%,400

g) WHAN g 9R,34,9%,4R0 ¥, ¥R 10 4\N

M) A IR/ G0 - -

Y. TITHT AT TR & aehl UAR A - -
% TYATS TS dealded ikl AMacEes - -
9 FHARITHT TEH [ade® 39993 -
c. TR qgT FHIH R9,53,490 4,404 150
. goarafd gfdagar - -
Q0. sqfeacd il gfdagar - -
9. SAFARIGT T Fehehl HTIVAR TATLFEIAT [GUHT AT - -
9. SATH THRIAT T 345 4,85 J4%,¥R,3¥9
93, fa<irg STHEd 3,00,000 10,3%,3%0
¥, AR A9 FEATTa T - -
L. TR (AR AT BART ATNT GSi1 Fieqergan) - 34,94,000
ST R, ¥%,3IR,5%R %9,09,0%,9%R
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q HTEUT R0%% IR 3R ATHE 089 TF (9% TAE, Rook I 1% TAE, 090 &)

AT ATFITHT

N g% s uhimn Aue fafee

TTLA ¥.95

faa<oT og ay ¥, Ta ay g,
F) FA(, A T rferfearmen 9,39, %%, 9%, %1% ¥R, 44,20, 00%
9. @l 919e 50,\9q,4R,%4q 33,%9,¥3,R00
3. ufafaey ¥0,93 09 %3 9Y,R%,¥%,50%
g) T 4},45,R%,3¥%¥ %,R%,93,394
q.  FUTA IIHRebl HITTH ¥ L9093 q,00,309R¢
b) éjai foreg 3,R4,93,599 SR, Y933
g) fae™ o %R,63,34% 99,539% %
M AT FEaaT - _
3. faeft =or _ _
F) e - -
) - -
AT AT Fehehl HIIT - -
¥. fes==r qur avg - -
F) o geaes - -
g) Ig e - _
Y. =¥ St SNITHET STt %,0029939 ¥,%3,53%%g
M O] AT ¥,50,%30 q,55,40%
9. @@l g/ fadg geuEs 340,39 4,55,40%
3. faeeft Swew 3,30,333 -
") AR AT HeT AR I g WSS q,%,¥3,36Y 9,20,%%,593
9. weeft g%/ fad geaEs 9,2%,¥3,35Y% ,20,54,593
3. faeel dwew - -
g FH - _
9. uféfthee o fedifere _ _
3. ¥ o/ el g sl _ _
3 A _ _
ST 9,39, 0%, 99,593 Yz, ¥R, 19,903
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s 3w ol Aue fafee

AT ¥.9%
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faazun 79 ay ®. T a9 &
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.3 faeeft war W55 1,%4%
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3.3 faqelr w7ar 33,3%,4%3 %,0%%
¥. ufdftrha sw femfoas - -
@) FAl qUIEHT 5,%3,\9R, Yoy ¥,43,30,9%%
9. WY q9T qUS _ _
R AUTA A ShdTE TS ol 9,53 48, RY %,%%,%098
3w Fop /ol e &= 990,9%,%99 ¥, ¥%,%9 04
¥, AR ST Fe - -
Y. =T - -
WL — _
Q. _ _
R - -
STHAT T\9 oR, %], 1R 39,5R,00,¥%0

s 3w ufymn Aue fafee

HiHgE qar feewee

ST ¥.R0

q MTEUT R0%% IRT IR ATHE R0%9 T (1% TATE, R00R IR 9% TATE, w0 TH)

faawor 79 ¥ ®. T ay .

%) foea @fve qa fowwmee 9, 9,93 9,R0,903
9. Qe - -

R faeelr 9,9%,93 q,R0,90%

@) FHIA 9,94, %5, 43R 9%,5,\9¥¥
9. wfqaa 1,9%,%9,345 ¥ YUY SRR

R, STHMEAYA RY,9%,0% 99,%%,59%

3. FHARA W 5,3%,093 3,3%,0%g

¥, WS w 30,9%,R%% 99,%¥3,%9

Y. “higd #E - -

& R goarld /e - -

O THRT FRER aTqd - -

5. T.9T. HHEIE aqr9q - -

. FE AT _ _
R - -
SHT 9,\9%, %\9, %3 9z 95,5%\9
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A GATAA ATRTHT

TTLA ¥. 39

q MTEUT R0%% IRT 3R ATHE R0%9 T (1% TATE, 00k @ 9% TATE, 00 TH)

IECEL q9 99 T T a9 %
9. % Ul Tedehl ATST 349,340 9,%%,940
3. Hhige FTE [ARIIH TAT TAHI0 - -
3. T &S (et qar qdreo 95,495,000 -
¥, ot/ drdT. 9% 55, ¥q% 99,2 %% 5
Y. e ek 9,3¥,5%,030 4,%3,R0990
%, AR 9Tedh 3%,3%,000 334,000
o 9,2 ¥ 599 33,264
STFAT 5, 0%, 9%, 419 %, 93,09,354
AT ¥
g% 3w ufyen Aue fafee
qeEl Tdag AT/ AFa™
q STEUT R0%% IR 3R ATHE 089 TF (9% TATE, Rook I 18 TA@E, 090 T)
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s 3w ol Aue fafee
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FHART @A
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¥, aifew @= 9%,4%,%39 9%,3%,04g
€. IR - -
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F) TSF 5 93,000 R,¥% 000

g) I g ©,09q05 43,025
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W, AETIIOT Tt ¥, %0,2%Y4 ¥,%%,%%0
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g) 99 gd 9,99,2%4% 9,90,R%0
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faa<oT I9 99 % T a9 %
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LY - 95,3%,9c 5
STHAT - 95,3955
AT ¥.R0
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Sakaall - _
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DISCLOSURE AS PER BASEL II:

Capital structure and capital adequacy

Tier 1 capital and a breakdown of its components:
Provided in Schedule No. 4.30 (A) of the Financial Statements
Tier 2 capital and a breakdown of its components:
Provided in Schedule No. 4.30 (A) of the Financial Statements

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

- The Bank does not have any Subordinated Term Debts
Deductions from capital:

- There is no item to be deducted from capital

Total qualifying capital:

Provided in Schedule No. 4.30 (A) of the Financial Statements
Capital Adequacy Ratio:

Provided in Schedule No. 4.30 (A) of the Financial Statements

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

Bank’s current paid up capital has reached to NPR 1.5 Billion after issuance of Right shares of NPR 500
Million to the existing shareholders. As per the licensing condition of NRB, Bank is required to have paid
up capital of NPR 2 billion by Chaitra end 2067 (Mid April, 2011).

Bank’s activities are weighed in terms of risk and return in light of capital requirement. Bank has established a
culture whereby return on capital is justified in light of risk involved in each investing and operating activity.
In order to assess the adequacy of capital, all major risks such as credit, credit concentration, operational,
market, liquidity, reputational etc are identified, measured and reported on periodic basis. These are monitored
by the Bank’s board and senior management periodically in addition to the monthly review and certification
by the Internal Audit and Compliance Department of the Bank.

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

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

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

Provided in Schedule No. 4.30 (A) of the Financial Statements
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. Risk Weighted Exposures under each of 11 categories of Credit Risk:
Provided in Schedule No. 4.30 (B) of the Financial Statements
. Total Risk Weighted Exposure calculation table:
Provided in Schedule No. 4.30 (A) of the Financial Statements
. Amount of NPAs (both Gross and Net)
q Restructure/Reschedule Loan
Provided in Schedule No. 4.13 of the Financial Statements.
q Substandard Loan
Provided in Schedule No. 4.13 of the Financial Statements.
q Doubtful Loan
Provided in Schedule No. 4.13 of the Financial Statements.
q Loss Loan
Provided in Schedule No. 4.13 of the Financial Statements.
. NPA ratios
q Gross NPA to gross advances
. 0.27%
q Net NPA to net advances
. 0.18%

. Movement of Non Performing Assets

In NPR

Non Performing Assets Category Last Year This Year

Change

Substandard Loan - 19,010,390

19,010,390

Doubtful Loan 421,114 11,561,622

11,140,508

Loss Loan - -

. Write off of Loans and Interest Suspense
" Nil

. Movements in Loan Loss Provisions and Interest Suspense

As aresult of an increase in loan volume compared to last FY, there is a net increase in Loan Loss Provision

by NPR 45,189,899. The details of this have been presented in Schedule No. 4.13.

Asper NRB Directives, all interest accruals on loans and advances, irrespective of loan category, are transferred
to interest suspense account until the interest accrued and due is realized in cash. Details of Interest Suspense

Movement have been presented in Schedule No. 4.16.
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Details of additional Loan Loss Provisions

No additional loan loss were required as per the Bank’s estimate

Segregation of investment portfolio into Held for trading, Held to maturity and Available for sale

category.
Investment Portfolio Amount in NPR 000’
Held for trading NIL
Held to Maturity 24,12,11,73,893
Available for Sale 37,00,000

Risk Management Function

1.1

Framework of the Bank to Manage Credit Risk

The Bank’s Credit Risk Management philosophy is oriented towards measurement of probability of
default/loss, identifying possible risks for the same and finding mitigations on an ongoing basis. The
policies and procedures for the same are detailed in the Credit Policy Guide (CPG) of the bank, which
are communicated to the concerned staff. The CPG encourages avoidance of name lending. It clearly
identifies Higher Risk Lending areas and guidelines for managing these risks.

The CPG also emphasizes on the following:

v

v
v

Risk Assessment All risks including repayment ability are identified, mitigations justified and duly
approved.

Risk Grading On various parameters ranging from financial, industry, management, security, etc.

Credit Approval Dual signatory system for all its risk assets underwriting, with one originator and
one approver.

Units Involved in the Management of Credit Risks: Pre-Approval

The bank has a separate Credit Risk Unit, which independently reviews all credit underwritings before
approval and upholds the bank’s credit underwriting standards. The Credit Risk Unit not only adds value to
our credit underwriting business but acts to facilitate business units to move towards a sound growth mode.
The function is thus not limited to compliance only but also moves in the direction of a knowledgeable guide
to the bank’s risk appetites.

Units Involved in the Management of Credit Risk: Post-Approval

i.

ii.

Credit Administration Department

A separate Credit Administration Department, independent from Business Units, takes care of the
security documentation and limit implementation part. All legal documents are vetted by the Legal
Department before implementation of limits in the system, in order to mitigate risks of wrong execution
of documents.

The Bank undertakes annual review of credit files and portfolio reviews of retail loans. Early Alerts
are discussed at various committees and Irregularity Reports are generated to escalate issues of
irregularities. Appropriate portfolio or accounts strategies, including exit, if required, are discussed at
various committees.

Management Credit Sub Committee

This is a management level committee chaired by the CEO. It monitors the overall credit portfolio
of the bank on a monthly basis. It reviews loan concentrations, yields, early alerts, etc. and actively
discusses control mechanisms needed for better risk management.
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iii.

iv.

Recovery Cell
Functioning from within the Credit Risk Unit, the cell actively monitors and follows up delinquent
accounts in order to achieve recovery of loans in default

High Risk Assets Team (HRAT)

The HRAT works in order to control damage to the risk assets books of the bank by moving ahead with
legal recovery actions as per the bank’s Credit Administration Manual and Non Performing Assets/Non
Banking Assets (NPA/NBA) Policies in cases of chronic defaulters. Representatives from Business,
Legal, Credit Administration, Credit Risk departments make this a highly independent team, targeted
towards initiating actions of the last resort aimed to recover amounts defaulted.

Further, the Bank has adopted the following approaches for effective management of Credit Risk

Management of Credit Risk by Portfolio Management
Internal control over disbursement and payments
Independent Collateral operations

Covenant monitoring

Reporting(regulatory and MIS)

Monitoring of overdue accounts

Management of Credit Risk by Loan Review Mechanism

The Bank uses the following methods to diagnose and manage the credit risk by initiating appropriate

measures:

V)

3.2

)

Identify loans with potential weaknesses

Evaluate portfolio quality & identify potential problem areas

Adequacy and adherence to credit policies

Reviewing Compliance

MIS for top management

Credit Audit

The Bank also emphasizes on the frequent credit audit recognizing that such risk based credit audit
also helps to manage the credit risk by presenting and advising the appropriate suggestions to the
management on an ongoing basis.

Provisioning

The Bank assesses the risk of default to ensure that adequate provisioning for the possible loan loss
is made as this is a critical measure of managing the credit risk. The provisioning is construed as in-

house insurance for possible loan loss.
Credit Approval Discretions (CAD)

The Board of Directors of the Bank has established a framework for approving the credit exposures.
The BOD has delegated CAD to the Board Credit Sub-Committee and the CEO and through him to
other individuals whose capacity to exercise authority prudently has been adequately assessed. All
CAD are subject to periodic review

Framework of the Bank to Manage Market Risk

Interest Rate Risk

For managing the interest rate risk the Bank has adopted the following principles as appropriate:

1.

2.
3.
4

Bank’s interest rate policies and procedures are clearly defined

Identify the risk inherent even in new products and activities

Major hedging or risk management initiatives are approved in advance

Establish and enforce operating limits and other practices that maintain exposures within levels
consistent with other internal policies.
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5. Have adequate information systems for measuring, monitoring, controlling and reporting interest rate

exposures.
6. Have an adequate system of internal controls over the interest rate risk management process.
7. Fundamental component of internal control system involves regular independent reviews and evaluations

of the effectiveness of the system

8. Ensuring that appropriate revisions or enhancements to internal controls are made.
ii)  Foreign Exchange Fluctuation Risk

The Bank’s open currency position limits, with respect to both overnight and possible intra-day positions and
stop-loss limits as applicable are established by the CEO also taking into consideration the relevant
regulatory requirements. The following techniques have been used as appropriate for mitigating foreign
exchange fluctuation risk:

1.  Maintaining Exchange Fluctuation Fund

2. Hedging of such risk

3. Forward/Option covers

iii)  Liquidity Risk
Asset and Liability Committee (ALCO) of the Bank assists the CEO and management with oversight
of asset and liability management (including liquidity risk management) and compliance with the
Assets Liability Management (ALM) Policy approved by the Board.

ALCO monitors the Bank’s liquidity risk position through periodic liquidity reports and takes the
necessary actions to match asset and liability positions both on- and off-balance sheet in such a way
that the Bank is able to meet its obligations in a timely manner.

The objective of the Bank’s liquidity risk management framework is to ensure that the Bank is able
to meet their funding requirements as they fall due under a range of market conditions. The primary
liquidity objective is to fund in a way that will facilitate growth (and income) in core businesses under
a wide range of market conditions.

3.3 Framework of the Bank to Manage Operational Risk

The Bank gives utmost importance to management of operational risk on an ongoing basis with emphasis on
developing and enhancing a “risk aware” and “compliance oriented” culture within the organization. Bank’s
operational risk management framework is based on the following key pillars:

o Implementation of well documented operational manuals/guidelines covering all operational area
within the Bank.

Clear segregation of duties between sales and operations across all business lines.

Independent reconciliation functions for regular reconciliation.

Regular MIS report to monitor account/business activities in an ongoing basis.

Independent and effective Internal Audit Process. Internal Audit functions are directly under Board’s
Audit Committee consisting of non-executive directors. Internal audit of branches/departments are
conducted on a quarterly basis and reports are reviewed by the Audit Committee. Appropriate corrective
measures, including trainings for staff, are taken on the basis of audit recommendations.

O O O O

o Dual approval system for all transactions.

o Well defined Operational Authorities across all levels.

o Development and implementation of Business Continuity and Business Resumption plan across all
operational functions.

o Regular testing of Disaster Recovery Plan for IT functions.

o Adequate protection of Bank’s assets.

4. Types of eligible Credit Risk Mitigation used and the benefits availed under CRM.
Credit risk mitigants used are deposits and cash margin held within the bank, and deposits held with other
banks and financial institutions, which fulfil minimum capital adequacy requirement, with a supervisory haircut
0f 20%. These deposits do not have any currency or maturity mismatches and are legally enforceable.
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