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Disclosure Under Basel II as at 16 July 2011

1. Capital Structure and Capital Adequacy

a. Tier I Capital and a Breakdown of its Components

Amount in Rs.

S.N. Particular Current Year

a Paid Up Equity Share Capital 1,485,000,000

b Irredeemable Non- cumulative preferenece -
share

c Share premium 4,438,289

d Proposed Bonus Equity Share 118,800,000

e Statutory General Reserves 285,691,881

f Retained Earnings 2,903,170

g Un-audited current period profit ( after all -
provision including tax)

h Bond Redemption Reserve 305,000,000

1 Capital Adjustment Reserve -

] Dividend Equalization Reserves -

k Other free Reserve 3,071,576
Total Tier I Capital 2,204,904,916

b. Tier 2 Capital and a Breakdown of its Components

Amount in Rs.

S.N. Particular Current Year
a Cumulative and/or Reedemable Preference -
Share
b Subordinated term debt 95,000,000
c Hybrid Capital Instuments -
d General Loan Loss provision 147,583,371
e Exchange Equalisation Reserve 8,901,752
f Investment Adjustment Reserve 30,000
g Assets Revaluation Reserve -
h Other Reserve (Deferred Tax Reserve) -
Total of Tier 2 Capital 251,515,124
¢. Details of Subordinate Term Debt
Bond Name KBL Bond 2070
Face Value Rs. 400 million
Issued at Par
Numbers of Bonds 400,000
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Par Value per Bond Rs.1,000
Coupon Rate of Interest 8% per annum
Interest Payment Semiannual basis
Period 5 years
Issued Date 06 June 2008 (FY 2007-08)
Maturity Date 08 June 2013 (FY 2012-13)
Amount Eligible for Tier I Capital Rs. 305 million
Amount Eligible for Tier II Capital Rs. 95 million
Redemption reserve created till the FY 2010/11 Rs.305 million

d. Deductions from Capital:

The bank does not hold any amount as stipulated in the Capital Adequacy Framework that qualifies
for deduction from Capital.

e. Total Qualifying Capital
Amount in Rs.

S.N. Particular Current Year
a Tier I Capital 2,204,904,916
b Tier II Capital 251,515,124
Total Capital Fund 2,456,420,039

f. Capital Adequacy Ratios

S.N. Particular Current Year (%)
a Tier 1 Capital to total RWA 12.35
b Total Capital Fund (Tier 1 + Tier 2) to Total 13.76
RWA

g. Bank’s Internal Approach to Access Capital Adequacy

Bank’s mangement regularly review’s Bank’s Capital Adequacy. Plans and budgets are prepared on
the basis of current and projected capital adequacy. Bank’s plan and investment decision is based on
at what level of capital adequacy it wants to remain at.

h. Main Features of Subordinated Term Debt

Bond Name KBL Bond 2070

Face Value Rs. 400 million

Issued at Par

Numbers of Bonds 400,000

Par Value per Bond Rs.1,000
aiffe ufddgor 208b/6C
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Coupon Rate of Interest

8% per annum

Interest Payment

Semiannual basis

Period 5 years
Issued Date 06 June 2008 (FY 2007-08)
Maturity Date 08 June 2013 (FY 2012-13)
Holding Pattern 20% General Public

80% Private Placement
Listed/Unlisted Listed
Calim in case of Liquidation After depositors
Security Unsecured
Conversion Features No

Bond Trustee

Nepal Merchant Banking & Finance Limited

Issue Manager

Nepal Merchant Banking & Finance Limited

2. Risk Exposures

a. Risk weighted exposures for Credit Risk, Market Risk and Operational Risk

Amount in Rs.

S.N. Particular Current Year
1 Risk Weighted Exposure for Credit Risk 16,145,567,509
2 Risk Weighted Exposure for Operational Risk 1,099,005,494
3 Risk Weighted Exposure for Market Risk 92,294,346

b. Risk weighted exposures under each of 11 categories of Credit Risk

Amount in Rs.

S.N. Particular Current Year

1 Claims on government and central bank -
2 Claims on other official entities 25,477,500
3 Claims on banks 280,668,659
4 Claims on corporate and securities firms 7,668,631,609
5 Claims on regulatory retail portfolio 1,476,934,855
6 Claims secured by residential properties 776,135,820
7 Claims secured by commercial real estate 2,614,676,634
8 Past due claims 339,390,048
9 High risk claims 1,131,348,559
10 Other Assets 619,699,859
11 Off balance sheet items 1,212,603,965

Total 16,145,567,509

c. Total risk weighted exposure calculation table -

aifdfa ufdadgal 2060/6T
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Amount in Rs.

S.N. Particular Current Year
1 Risk Weighted Exposure for Credit Risk 16,145,567,509
2 Risk Weighted Exposure for Operational Risk 1,099,005,494
3 Risk Weighted Exposure for Market Risk 92,294,346

Total Risk Weighted Exposure

17,336,867,350

Add: 3% of the total RWE due to non com-
pliance to Disclosure Requirement

Addition to RWE as per supervisiory review 520,106,020
(3%)
Add: ...% of Total Deposit due to Insufficient
Liquid Assets
Total Risk Weighted Exposure (After Bank’s ad- 17,856,973,370
justment of Pillar II)
d. Amount of NPAs (Non performance assets)-Gross and Net.
Current Year's Amount in Rs.
S.N. Non Performing Assets Gross Amount Net Amount
1 Restructured / Rescheduled 3,671,229 3,212,325
2 Substandard 9,906,418 7,429,813
3 Doubtful 9,355,352 4,677,676
4 Loss 144,962,926 -
Total 167,895,925 15,319,815
e. NPA Ratios
S.N. [Particulars Current Year (%)
1 Gross NPA to gross advances 1.12%
2 Net NPA to net advances 0.10%
aifd® ufddqgor 208b/&C
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f. Movement of Non Performing Assets

Amount in Rs.

S.N. Non Performing Assets Previous Year Change Current Year
1 Restructured / Rescheduled 3,932,578 (261,350) 3,671,229
2 Substandard 10,148,514 (242,096) 9,906,418
3 Doubtful 34,178,383 (24,823,030) 9,355,352
4 Loss 31,183,279 113,779,647 144,962,926
Total 79,442,754 88,453,171 167,895,925

g. Write Off of Loan and Interest Suspense

Amount in Rs.

Particular Current Year
Loan Write Off 342,296
2 Interest Suspense Write Off -

—_—

h. Movement of Loan Loss Provision and Interest Suspense

Amount in Rs.

S.N. Particular Previous Year Change Current Year
1 Loan Loss Provision 200,167,544 99,991,938 300,159,481
2 Interest Suspense 95,116,753 (11,038,407) 84,078,346

i. Details of additional Loan Loss Provision

Current Year's Amount in Rs.

S.N. Loan Classification Additional provision

1 Good (1,283,002)

2 Restructured / Rescheduled (32,669)

3 Substandard (60,524)

4 Doubtful (12,411,515)

5 Loss 113,779,647
Total 99,991,938

j- Segregation of Investment Portfolio

Amount in Rs.

S.N. Investment category Current Year
1 Held for trading -
2 Held to maturity 3,527,187,408
3 Available for sale 6,435,500
Total 3,533,622,908
aiffe ufddgor 208b/6C
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Risk Management Function
Risk Assessment/Mitigation Practices at Kumari Bank Limited

Considering the need to establish effective Risk Management and Risk Mitigation practices at
Kumari Bank Ltd, we have developed a system of continuous improvement of processes wherein
each member of the Bank works towards balancing profitability with prudence. The system
encompasses all banking functions from client interface, to back office operation, to the strategic
decision formulated by the management committees and the Board of Directors. Each area has
its own check and balance procedure to assess and mitigate risks involved. The practices thus
observed are as follows:

KBL Organization Structure

The bank’s lending approval authority is divided into two distinct units, namely Business and
Risk Management. While the Business Unit concentrates more on optimum utility of assets, every
lending decision of this Unit is re-assessed and revaluated by the Risk Management Unit for final
approval. The Risk Management Unit applies its objective judgment on risk variables deemed
appropriate in each instance of lending decision. For this purpose, the Risk Management Unit has
two distinct subunits, the Risk Approval Department, which facilities final lending decision after
duly adjusting risks as mitigated to an acceptable level, and the Credit Administration and Control
Department , which evaluates the endorsed paperwork prior to actual sanction, and also after it.

Depending upon the volume of loans and the nature of risk associated, lending decision are subject
to validation and approval by various levels of the hierarchy, in which some lending decision are
to be approved by the General Manager, and other by even the Board of Directors as each case
may require.

Risk Measurement Criteria and Mitigation Process

Credit risks are evaluated from the initial customer interface on an array of risk variables by the
Credit Policy Guidelines of the Bank, as well as on the individual intuition of experienced officers.
As proposals are escalated for approval, judgmental and analytical criteria become broader and
more conceptual.

Kumari Bank Ltd. uses the best practices in banking, to make its operation secure through a
system of procedural crosschecking mechanism in each operational transaction. An Internal Audit
Department, which also doubles as the Concurrent Audit Department system, continuously functions
to alert bank personnel to the meticulousness required in handling operations in every functional
department. A credit monitoring system is well established in the Bank, which periodically checks
on credit quality, compliance, and level of risk exposure. This practice has created a continuous
learning and improvement environment, and the Bank’s efficiency goal has been to move towards
the most prudent practices in the industry.

Types of eligible credit risk mitigants used and the benefits availed under CRM -

Particular Eligible CRM

Deposit with Bank & Cash Margin 243.124.732

Total 243.124.732
aifdes ufddger 208u/&T
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