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TH S WU 4T TFIUT AT ERT AEMATaEeh! SHHT UF JUeAtasnt AT 31 St Tt TRuss |
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ATRT-AFE fame qan e yare faawor armaden e faaxues soame T e T )
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AT 98 Ffqad 40 T TR TUH Gl qIeeed T aigd Tl
HATE 89 ARTHT g | Wid 9% ATRTT (Eamnings Per Share) %. 30.0%
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i R0%R SerEtaAT g ¥ fadra ST ARt EaTE e T g
TR aHer! ST PR 75, T (ATl A1d 8% FUH AT a9 AAE=adrr
F it | oafas s, e afafreaar qor fie geaarer s
fofrar &rtept T A7 a9 F[HIaqor & |

TA AU JAATHT FETHT R0 Gfqerael qor Farr & gfaerds dig afed
TAATEHT Tbel 5. 3.9 FASH GT FATRT AT T THA FAT | &
AT FAT F=oATeT G HT TTHT g SebeATs AT BoITehl TR Ry
q GfTeTTS=aT FHAT [T THA EAATE SAbel AFIHR TXHT fa9s70 (Prudent)
FFeTIT i gfafatrEad g8 | aTHIe ar a9y & 30.0% Yiq SR SRRl
(Sfeps & SOd & Rq.9%) T WU gfawe 9% ¥g yiqerd (Sfey e
AT .9%) I T THT A | O/ ST &b FoA(ellg ATl I STehebl
fder awifawerr FraTaT e BTl WY TR TEAT | Fehepl TS ARTAHT I
FURT TAATHT 4R TrqeTaer gig AU qi BTHIA AT ATRTAATS Y graerde
FETST THA AT |

ST IST AT AR AR Q0 GfaeTasT a¢r 49.09 gfqerder TEe
HTTTHT TEH B | AN ATATERY A= AUHT PR (o1 g7 T
FAUTT ATANE TAT AT Fqeet TR fTAT ISHI 07 Fal araehl AT
EUT IS qAT RN T AHT @THT favasd @ G | Sifew e
SUATh  AHITHES, AAIAATHT O FEARTAdiehl H&PR qdar gurer T
FTAGEIGTAT AT AALATIAE AIATT FEIRTT GIMEAF] FooAdH &Y

HIAH T BT Uleqeg TRt B |

J9 a9 BHIA BET AHT UEHeddls FUIaH? Il BTHT 3% @l q97 39 USUHST HHaE dar ya+d
T | YATEEEATE  STARYl gaT YA T gTHl |l §eT  dfkg gumell  (Core Banking System) @Tg
JAElIE T BAAE =R faUsr @ | UAATEAT b Meddwld S JATHl HIAHAE qAT AHITAUTERT
aET fTFETd R T AT faeergeRr  Wiaars feeawar feues | Hémeare faeam o dwwr fReam
TG bl FAAATH ATHT favawd g GIoT @AM & | T9, eTHI e8¢ Fraard Sehehl AATHIUHAT fveae sire fauer
Tl | HeA Afhg FATHATIH AT AT AU ETHIA TGel H& GAThl TTHT GRANTT TS JALQNAA T8 T
THT FTHI THETAF! Ty &t AT (AR ANTET T e & |

SCESE AT TIT I0HIAEed] FATAIT THHT AT Ik TALIhl ATaeTHbal ewg A~ aTHl faeard e |
TFRATATGEH AUSTATET N T AAT YT TATIHIATHT ATafg T BT FHANEE SATTANAEF T F&TH T8l aTHl
gfafvea el | AEvaE aifaw q9r ga [FEEEThd 7IAE FeMaET Il THl ST TATHEATHT Wehe T aTHI
FTAGFIGTHT AT HeATFH AT IREPR JUCITH! [eTe THT G |

FTHT ATHT FTIGFATETHT A5 TATFHIAT TS BTHT ARIFRATATEEHT HAT3THT @RI S & A~TH 7 {aawd el g |

AoREEE] qEATEATT &4 ATa9des 1 T Td e AERugHrare g Frafgenaqar dwars Tg A (inorganic)
JIGHATRT APl IATAH T STHT AERT TATE, S I TRTAT qUTe fdqraaed T fafd 20%%/90/95 (315t January 2013) #1
TR Tl FERIATHT EEATER HUH JaITEHH ATE THS, | Ith PIATGATS TelaF Ts TATSTHT §ol Sehehl goaTaash
afafaess! IR qa1 79 AfHATTET FEatad qaw! AT g wEMTRiad qaE JATEE SAl AN WEHE | AT AT
R OIS §5 @I AT Shesedl Tiedl AoRPRIAT TATAF! S(epy Saerad dfsd g7s | eTadl Aaadrs a1 &
feevaar f&3 5o St T M FT STerehr Hed < 9T arai aaTeaRy (Heres, 3 ShdT STaRamies, goured atafd
T FHATNEEH] FCEL AR HIATATE AAHT Fel HEANAT STHT IT SFFeATs HEAFHT (&1 (AT &7 SAT Speened
uer fafiree et FHAT TAMT T BTH TATE ATEF GG W A fauarg |

ST, BTHIEATS a9t F T UhT MRy TEdRT T G AT &THT TR STARET HeT 9T, qeeha, (Haa=ewry e,
AT T/ ATAfTha] JAT ATIANIEF AHIRETATE Blfdeh &vaaTg F9 T4, | A, I G AehHIeesdl A9 qRTH T
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TR i sraen
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ATTRAT A (Basicprice) T THIET YA SAftreet! AT Al 3.5 FIAATH] JAAHAT .S T Wl ATA
F | WHWTEW (Producers'price)W@WHWWWW 3R q&l’?ﬁﬁwww
AT ¥ % UTT WA ATHN G | AMIF T 0% /SR AT AMUH AEd JTHR HARAT 5.3 Ffeqeraar
WH g | AMdH a9 0%9/%c W T AR 2§ TAU Wl fadr |oemdE A 30%5/%%
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Y Fd G HUS [H g | Aedl AW T ¥ A I¥ BASH (A GUS [GAT | FHET A9
T T AW &L AAUdd g T ¥ Ad (O FAS A g | Aol I7 T AW L5
giaerae afg 9 ® RE ¥ o B A AT | AfdF a9 085 /%% HT GEY MR feafq
FAEFHE 9T & Q9 Fd 90 FHUSH FEdHT BH g | Atedl a9 & I Ad 95 HASA A
AL T=THT Wbl fRT | oide a9 0%5/%% AT A @Al & 94 #d %5 wASd  aHdA]
WHl G | Albedl qT AT @Al w9 A Q¥ FASA HEHT WH (AT | GrET faueor e
WU Joeied g TTH HaT @IAHT AP Jooied T 0 = Gl JedTes e o= HUH 8l |
(T AT AT APRT S TRGH 9 AAATT A F feafer, aifefa a% 20%5/%% @ AlfE qEATSAT ATETRE)

fachia &=t sraeen

Wd a¥ 0%5/%% W S a7 g gemeesr MEq afemes R Ulaed (' 95z @ 4
FAE) o dedl g | Afteet a9 8T gfmmem QR gfded (& Y ¥F 93 #HAS) o HIA dSH
frrr | aefiem avEr anfied Sdeedr AT afEmem k%9 gigeraer T faem SeERsr 3¥.0 gfderad
TeH g 99 fod FruEeRl a9 afered ey gfderaer wedr g 1 aftedr av anfisa g, fae
g% T fad wFodeedr Maq afEremer gfgar wEen % ufqeE, .o gfaed T s ufaea
war fEr | afde 99 jovs/%R AT g% qur i GRamERer #Wl q9r ewmel 3% gfaerd
(® 4R dF 95 FUS) o FeH T | Afdedl a¥ ol qoT =T qL.9 I (& 999 qF 29 HAS) o
Tl BT | FHET FUHT arfvrsd S T (AT Shewradl Sl 9T ¥l HAA: 99.0 AT T 3.5 yiqerde
TSH g AT O PEAAIEED! Holl gl AT 0.8 GITqAT bl & | THET AATTAT SAfebg SAT 33 QT
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& T AT
ofiefe TG AATT 0%R | AToME #ET=a 0% | Ffg (wfererasm)
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T 2 | T WA Fedl FA G 9% UfTead gfg W€ ' WS 99 WH g | =AY T a9
AA A B TR M RN qE @R G |

SFHF AW ALA. W FA TEWHE TS T R0¥.¥Q FAS WH G W ddd Ho Gl BT T 84R
€ (& HUE W& o afed) @ g |

e
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AT T HAAT Foleeells TATHEATHT TRAUHT G | T9 ALAHT ITARRN Foll FA FoAlbl I3 Fraerd
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FA FAH ATATHAT q GFTTHwaT FH AAfq 0,93 JAUTHT TeA FF TEA WCH G |
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Disclosure as per Capital Adequacy Frame Work (Basel Il)

1. Capital structure and Capital Adequacy

Capital structure and Capital Adequacy of the Bank has been presented in Schedule 30 (A) and the supporting sheets are available in
schedule 30 (B), 30 (C), 30 (D), 30 (E), 30 (F) and Form no 4 & 5.

Detail information of Subordinated Term Debts:

NIC Bond 2070

Face Value : NPR 1,000 each,
Total Value : NPR 200,000,000
Issue date : 26 June 2006
Maturity date : 25th June 2013
Redemption Reserve

For FY 2011/12 NPR 40,000,000
For FY 2010111 NPR 40,000,000
For FY 2009/10 NPR 40,000,000
For FY 2008/09 NPR 40,000,000
For FY 2007/08 NPR 2,191,781
Total NPR 162,191,781

Summary of Bank’s Internal Approach to assess Capital Adequacy
Bank management is responsible for understanding and assessing the nature as well as level of risk taken by the bank and relating
the risk to the capital adequacy level.

The Credit Risk Management unit reviews the Credit Risk, analyzes the trend, and assesses the exposure impact on capital, which
is vital in Credit decision-making. Also for managing Credit Risk, Credit Policy, Credit Policy Manual and Product Papers have been
developed for building risk awareness culture throughout the Organization.

In respect of Operational Risk, Operations In-charges and Operation Managers of respective Branches and Departments provide
operational loss data to Operation Manager, Corporate via regular reporting requirements stipulated by Operational Risk Management
Policy. These data are further analyzed, reported and appropriate action taken as per requirement.

With regard to Market Risk, Treasury maintains net open position of all currency on daily basis. Head Treasury reviews / analyzes the
trend and assesses the exposure impact on capital. The net open position report is presented at the ALCO for discussion and future
strategy setting.

In compliance with NRB Directives and guidelines, Bank has formed a Risk Management Committee (RMC) in order to monitor and
mitigate various risks of the Bank i.e. Credit, Operations, Market and Liquidity. In order to strengthen compliance in accordance
to directives/instructions issued by NRB and to identify, measure, monitor, and control all major risk of the bank adequately, this
committee has been formed in line with adaptation framework of risk management.

RMC on a periodically basis, discuss and reviews major errors/lapses (based on output checking report, internal/external audit reports),
operations losses/risk, reputational risk, fraud and forgeries of the Bank/ Branches and ensures that timely corrective and preventive
actions are taken to mitigate such risks in future.

2. Risk Exposure
Risk weighted exposures for Credit Risk, Market Risk and Operational Risk

NPR in 000’

Risk weighted Exposures Current Year Previous Year

a. Risk Weighted Exposure for Credit Risk 18,953,983 15,898,046
b. Risk Weighted Exposure for Operational Risk 1,414,790 1,126,733
c. Risk Weighted Exposure for Market Risk 57,541 55,133
Adjustment Under Pillar ||

1% of Total Risk Weighted Exposure as per NRB Inspection 204,263 170,799
Total Risk Weighted Exposures (a+ b + c) 20,630,577 17,250,711
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Risk Weighted Exposures under each of 11 Categories of Credit Risk
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NPR in 000’
Risk weighted Exposures Current Year | Previous Year
Claims on Government and Central Bank -
Claims on Other Official Entities -
Claims on Banks 388,824 1,005,249
Claims on Corporate and securities firms 9,869,256 7,897,770
Claims on regulatory retail Portfolio 2,927,175 2,781,043
Claims secured by Residential Properties 894,641 769,054
Claims secured by Commercial real estate 74,392 195,739
Past due Claims 29,807 14,299
High Risk Claims 1,671,816 1,796,111
Other Assets 1,413,444 573,845
Off Balance- Sheet Items 1,684,628 864,935
Total 18,953,983 15,898,046
Non-Performing Assets NPR in 000’

Current Year

Previous Year

Particulars
Gross NPAs Net NPAs Gross NPAs Net NPAs
Restructured / Reschedule Loans - -
Sub Standard Loans 13,881 10,410 5,672 4,254
Doubtful Loans 22,397 11,199 10,557 5,279
Loss 92,270 74,128
Total NPAs 128,548 21,609 90,357 9,533

Ratio of Non Performing Asset

Particulars Current Year Previous Year
Gross NPA to gross advances 0.73% 0.60 %
Net NPA to net advances 0.13% 0.06 %
Movement of Non performing Assets NPR in 000’
Particulars Current Year Previous Year
Opening NPA 90,357 92,493
Addition during the Year 64,085 78,091
NPA recovery during the Year 25,895 80,226
Closing NPA 128,548 90,357
Write off Loan and Interest Suspense: NPR in 000’

Particulars Current Year Previous Year

Write off Loan

Write off Interest 153
Movements in LLP and Interest Suspense: NPR in 000’

Particulars Current Year Previous Year
Movements in Loan Loss Provisions 49,309 34,286
Movements in Interest Suspense 35,801 9,425
Additional LLP during the Year 49,309 34,286
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Segregation of Investment: NPR in 000’
Particulars Current Year Previous Year
Held for Trading - .

Held for Maturity 3,962,188 4,838,372
Available for Sale 30,543 30,543

3. Risk Management Function

The Bank has been building robust Risk Management Capabilities in order to achieve an effective Risk Management framework
and contain the risks associated with the business; a fully functional risk management unit is responsible for identifying, reporting,
controlling and managing credit, operational and market risk.

Credit Risk

For Credit Risk Management a separate risk management unit (segregated from the sales function of business) has been created
and directly reports to Chief Executive Officer. A dedicated sub-unit within the risk management for management of non-performing /
problem assets works towards implementing risk grading / credit scoring processes in order to achieve better management of credit
risk and to achieve better efficiency in credit processing.

Credit Risk Mitigation (CRM)

The Bank has extensive policy and guidelines to mitigate credit risks. The Bank’s credit policy has strengthened minimizing credit risk
and provided support to make qualitative analysis based on sound credit principles and procedures. Bank has a policy to consider
as security for pledge, hypothecated or mortgage which have value considering physical control and legal title. Bank has considered
eligible CRM as prescribed by Capital Adequacy standard. Collateral taken as Deposit with own Bank, Deposit with other BFls,
National Saving & Development Bonds, and Gold & Silver have been considered as CRM and adjusted on overall risk weighted
exposure on credit risk in line with the standard.

Operational Risk

Effective Operational Risk Management systems aims to minimizing losses and customer dissatisfaction due to failure in processes,
focusing on flows in products and their design that can expose the Bank to losses due to fraud, analyzing the impact of failures in
technology / system, developing plans to meet external shocks that can adversely impact continuity in the Bank’s operations. Bank
has introduced a “Comprehensive Operational Risk Monitoring and Reporting Framework” as well as “Output checking” at all branches
covering all transactions on daily basis to minimize Operational Risk.

Market Risk

Bank has an ALCO (Asset Liability Management Committee) which meets periodically to discuss product pricing for deposits and
advances and maturity profiles of assets and liabilities, articulating interest rate, view of bank, funding policy, transfer pricing policy and
balance sheet management.

The Audit and Compliance function is also independent from Bank Management; this unit focuses on development of internal
procedures and check and control systems / procedures. The Internal Audit and Compliance unit undertakes a comprehensive audit of
all business groups and other functions, in accordance with the approved audit plan. In order to mitigate above risks, further this unit
function is also independent with separate reporting lines, with audit function reporting directly to Board Audit committee.

The Bank has been working continuously towards risk diversification of its assets base so as to achieve better portfolio mix and to
protect/enhance the overall risk on its loan book. The strategic focus of mapping business is gradually reducing high-risk assets and
increasing low risk exposures.
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