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Disclosures of Basel-11

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,
amount raised during the year and amount eligible to be reckoned as capital funds:

The Bank issued Siddhartha Bank Limited Debenture 2072 in FY 2008/09 for Rs.228 million.

Deductions from Capital:

The Bank has investments of Rs.15 million in the equity shares of Siddhartha Insurance Limited, which has been de-
ducted from the core capital while computing capital adequacy.

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:

The Bank's current paid up capital increased to Rs.952 million after issuance of Bonus shares of Rs.124 million. The
Bank is also in the process of issuing 50% right shares as declared in the previous year's AGM to enhance its paid up
capital to Rs.1428 million. In order to meet its capital requirement of Rs.2 billion by the end of FY 2069 /70 the Bank
has proposed issuance of 3 bonus shares for every 20 shares from the current years profit.

Bank’s activities are weighed in terms of risk and returns, and accordingly Bank has established a culture whereby return
on capital are assessed in light of risk involved from each operating activities. In order to assess the capital adequacy, all
major risks such as credit, credit concentration, operational, market, liquidity, reputational etc are identified, measured
and reported on periodic basis. These are observed & monitored by the Bank’s senior management and Board periodi-
cally in addition to the monthly review and verification 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.

The Salient features of Siddhartha Bank Limited Debenture 2072 are as follows:

e Maturity period: 7 Years.

e Interest rate: 8.5% per annum.

¢ Interest Payment frequency: Half Yearly.

* Claim in case of liquidation: After depositors.

¢ Debenture Redemption Reserve shall be created to redeem the Bond at Maturity.

The debenture can be pledged with other Banks and financial institution.

Risk Exposures

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

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

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
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Amount of Non performing Assets (both Gross and Net)

Rs. In "000"
Particulars Gross NPL Loan Loss Net NPL
Provision
Restructured/Rescheduled 50,386 6,298 44088
Sub-Standard 14,031 3,508 10,523
Doubtfull 27,689 13,844 13,844
Loss 18,583 18,583 -
Total 110,689 42,233 68,455
NPA Ratios
In %
Particulars Amount
Gross NPA to Gross Advances 0.82
Net NPA to Net Advances 0.51
Movement in Non Performing Assets
Rs. In "000"
Particulars This Year Previous Year Change (%)
Non-Performing Assets 110,689 104,342 6.08
Written Off Loans and Interest Suspense
Rs. In "000"
Particulars Amount
Loan Written Off 8,857
Interest Suspense -
Movements in Loan Loss Provision and Interest Suspense:
Rs. In "000"
Particulars This Year Previous Year Change (%)
Loan Loss Provision 176,174 145,189 21.34
Interest Suspense 19,773 23,744 (16.72)
Details of Additional Loan Loss Provisions:
Rs. In "000"
Particulars This Quarter
Pass 40,177
Restructured/Rescheduled (5,674)
Sub-Standard (2,438)
Doubtfull 5,956
Loss (7,035)
Total 30,985
Segregation of Investment Portfolio:
Rs. In "000"
Particulars This Quarter
Held for Trading -
Held to Maturity 2,644,661
Available for Sale 16,607
Total Investment 2,661,268
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Risk Management Function:

Credit Risk

The Bank has adopted sound internal control system for the overall management and mitigation of risks that include
credit risks, market risks and operational risks. The Bank has prepared a comprehensive Credit Policy, which elaborates
the procedures for proper risk management. The Bank has delegated credit approval limits to various officials to approve
and sanction various amount of credit request. There is a strict compliance of internal control system that includes check
& balance mechanism where each and every credit cases are approved through dual approving authorities. These mecha-
nism have helped the Bank maintain high quality asset portfolio. Similarly, the Bank has adopted a prudent portfolio
management to diversify its credit risk to various sectors of the economy and into multiple borrowers. The Bank also
exercises prudent investment policy while making investment decisions.

For regular monitoring & management of market and liquidity risk, the Bank has an active Assets and Liability Man-
agement Committee (ALCO) that observes and manages stock of the Bank’s assets and liability position. All foreign
exchange positions are managed by treasury consisting of front office dealers with specific dealing limits and an inde-
pendent back office. The back office executes the deals made by the dealers and also monitors the liquidity position of
the Bank.

Operational Risk

One of the most important risk categories the bank focuses on is operational risk. This risk normally takes place due to
human error, frauds and technological breakdown. The Bank is fully aware of this and has built in a robust system to avert
operational risks events. For this the Bank has strong internal control system and clear lines of authorities and reporting.
All operational procedures are well defined through operational manuals. In order to make strengthen on the system, the
Bank is in the process of implementing the latest advanced software Flexcube, Iflex, which has strong MIS systems.
Market Risk

Market Risk primarily emanates from adverse fluctuations in the market rates on prices that ultimately affect earning
from various assets and liability held by the Bank. It carries three components; such as internal rate risk, foreign ex-
change risk and securities market risks.

ALCO meets regularly to monitor the market risk and devise of suitable action plan accordingly.
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email: sbl@siddharthabank.com
Website: www.siddharthabank.com
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