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Disclosure Under Basel II as at 15 July 2012

(For F/Y 2011/12)
1. Capital Structure and Capital Adequacy

Tier I Capital and a Breakdown of its Components

Amount in Rs.
S.N. Particular Current Year

a Paid Up Equity Share Capital 1,603,800,000
b Irredeemable Non-cumulative preference share -
C Share premium 4,438,289
d Proposed Bonus Equity Share -
e Statutory General Reserves 340,792 815
f Retained Earnings 14,196,807
g Un-audited current period profit (after all provision including tax) -
h Bond Redemption Reserve 400,000,000
i Capital Adjustment Reserve -
j Dividend Equalization Reserves -
k Other free Reserve 2,020,925
Total Tier I Capital 2,365,248,836

Tier 2 Capital and a Breakdown of its Components

Amount in Rs.

Particular

Current Year

Cumulative and/or Reedemable Preference Share

Subordinated Term Debt

Hybrid Capital Instruments

:F‘UQ'—h('DQ.OO"N'z

General Loan Loss Provision 177,013,765
Exchange Equalisation Reserve 11,796,502
Investment Adjustment Reserve 30,000
Assets Revaluation Reserve -
Other Reserve (Deferred Tax Reserve) -
Total of Tier 2 Capital 188,840,267
Details of Subordinate 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

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 400,000,000
Amount Eligible for Tier II Capital -
Redemption Reserve Created till the FY 2011/12 Rs.400 million

Deductions from Capital:

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

Total Qualifying Capital

Amount in Rs.

S.N. Particular Current Year
a Tier I Capital 2,365,248.836
b Tier II Capital 188,840,267
Total Capital Fund 2,554,089,104
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S.N. Particular Current Year (%)
a Tier 1 Capital to total RWA 11.30
b Total Capital Fund (Tier 1 + Tier 2) to Total RWA 12.20

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.

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

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

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

19,002,193,811

2 Risk Weighted Exposure for Operational Risk

1,222,618,184

3 Risk Weighted Exposure for Market Risk

102,370,386

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 246,874,027
4 Claims on corporate and securities firms 10,165,410,282
5 Claims on regulatory retail portfolio 1,834,733,450
6 Claims secured by residential properties 896,593,898
7 Claims secured by commercial real estate 2,083,249 040
8 Past due claims 809,961,501
9 High risk claims 1,061,217,100
10 Other Assets 471,582,443
11 Off balance sheet items 1,407,094,569
Total 19,002,193,811
Total risk weighted exposure calculation table -
Amount in Rs.
S.N. Particular Current Year

1 Risk Weighted Exposure for Credit Risk 19,002,193,811
Risk Weighted Exposure for Operational Risk 1,222,618,184

3 Risk Weighted Exposure for Market Risk 102,370,386
Total Risk Weighted Exposure 20,327,182,381
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Add: 3% of the total RWE due to non compliance to Disclosure

Requirement

Addition to RWE as per supervisiory review (3%) 609,815,471

Add: ...% of Total Deposit due to Insufficient Liquid Assets —
Total Risk Weighted Exposure (After Bank's adjustment of Pillar IT) 20,936,997,852

Amount of NPAs (Non Performing Assets) both Gross and Net

Current Year's Amount in Rs.

S.N. Non Performing Assets Gross Amount Net Amount
1 Restructured / Rescheduled 2,605,984 2,280,236
2 Substandard 43,198,828 32,399,121
3 Doubtful 110,613,730 55,306,865
4 Loss 243,541,957 -
Total 399,960,499 89,986,222
NPA Ratios
S.N. Particulars Current Year (%)
1 Gross NPA to Gross Advances 2.21%
2 Net NPA to Net Advances 0.51%
Movement of Non Performing Assets
Amount in Rs.
S.N. Non Performing Assets Previous Year Change Current Year
1 Restructured / Rescheduled 3,671,229 (1,065,244) 2,605,984
2 Substandard 9,906,418 33,292 410 43,198,828
3 Doubtful 9,355,352 101,258,378 110,613,730
4 Loss 144,962,926 98,579,031 243,541,957
Total 167,895,925 232,064,574 399,960,499
Write Off of Loan and Interest Suspense
Amount in Rs.
S.N. Particular Current Year
1 Loan Write Off -
2 Interest Suspense Write Off -
Movement of Loan Loss Provision and Interest Suspense
Amount in Rs.
S.N. Particular Previous Year Change Current Year
1 Loan Loss Provision 300,159,481 186,828,561 486,988,042
2 Interest Suspense 84,078,346 99,926,510 184,004,856

Details of Additional Loan Loss Provision

Current Year's Amount in Rs.

S.N. Loan Classification Additional Provision
1 Good 29,430,394
2 Restructured / Rescheduled (133,156)
3 Substandard 8,323,103
4 Doubtful 50,629,189
5 Loss 98,579,031
Total 186,828,561

Segregation of Investment Portfolio

Amount in Rs.

S.N. Investment category Current Year
1 Held for trading -
2 Held to maturity 2.934,121,174
3 Available for sale 6,435,500
Total 2,940,556,674
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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 Credit Risk Management
Unit for final approval. The Credit Risk Management Unit applies its objective judgment on risk variables deemed appropriate in each instance
of lending decision. For this purpose, the Credit Risk Management Unit has two distinct subunits, the Credit Risk Management Department,
which facilitates final lending decision after duly adjusting risks as mitigated to an acceptable level, and the Credit Administration and
Compliance 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 379.996.227
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