Commercial Bank of Ceylon PLC - Bangladesh Operations | Annex A

Disclosures on Risk based Capital Requirement under Pillar 1l of Basel llI
For the year ended 31 December 2015

1 Disclosure Policy:
In accordance with Bangladesh Bank's revised guidelines on risk based capital adequacy under Basel Il issued
through BRPD circular no. 18 dated December 21, 2014, the purpose of these requirements is to complement the
capital adequacy requirements and Pillar Ill - Supervisory review process. Commercial Bank of Ceylon PLC has
approved policy to observe the disclosure requirements set out by the Bangladesh Bank (BB).

The major highlighted regulations of the Bangladesh Bank are:

a. To comply with international best practices and make the Bank's capital more risk-absorbent;
To maintain minimum capital requirement by the Bank against credit, operational and market risk;

To maintain capital adequacy ratio as per Bangladesh Bank's time to time Requirements;

To adopt the credit rating agencies as external credit assessment institutions (ECAI);

To adopt standardised approach for both credit and market risk and basic indicator approach for operational
risk;

f.  To submit Capital Adequacy returns to Bangladesh Bank on a quarterly basis.
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2 Scope of Applications:
Risk based capital adequacy framework applies to Commercial Bank of Ceylon PLC, Bangladesh Operations, on "
Solo Basis" as the Bank has no subsidiaries or significant investments rather operating as a foreign Branch of
Commercial Bank of Ceylon PLC incorporated in Srilanka.

3 Disclosures Framework:
Disclosures requirements as per Bangladesh Bank Basel Il Guidelines are enumerated below:

3.1 Capital Structure

Qualitative Disclosure

The aim is for the capital structure to be as efficient as possible, both in terms of cost and in terms of
compliance with the requirements of Bangladesh Bank. Bank's total capital as of 31 December 2015 was BDT
7,411.32 million out of which BDT 7,168.36 million was under Tier-I capital (out of that BDT. 4,445.18 million
was Deposit kept with Bangladesh Bank as per section 13 (4) of Banking Companies Act 1991 and remaining
BDT 2,723.18 million was Retained Profit after regulatory deduction) and remaining BDT 242.96 million was
under Tier-1l capital (General Provision of BDT 236.08 million and remaining 6.88 million was revaluation gain
on treasury bills/bond).

Quantitative Disclosure: BDT
a) Amount of Tier | Capital
i) Common eqityTier 1 (CET 1)

Fully paid-up capital / capital deposited with Bangladesh Bank 4,445,178,830
Statutory Reserve -
Acturial gain/loss -
Retained earnings 2,780,529,467
Non-repatriable interest-free fund -

7,225,708,297

Amount deducted from CET 1 Capital (Regulatory Adjustments)

« Good will -
* Shortfall -
« Deferred tax assets 57,344,113
* Others -
Total CET 1 Capital 7,168,364,184
i) Additional Tier | capital -
Total Tier | Capital (i+ii) 7,168,364,184
b) Total Tier Il capital 242,956,516

Total eligible capital (a+b) 7,411,320,700
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3.2 Capital Adequacy

Qualitative Disclosure of Capital Adequacy

Bank is maintaining adequate capital to cover all material risk and while doing so bank has established an Internal
Capital Adequacy Assessment Process (ICAAP) in-line with Bangladesh Bank. The objective of the Bank's capital
planning is to ensure that the bank is adequately capitalized.

At the end of 31 December 2015 bank maintained capital of BDT 7,411.32 million (Tier 1: going-concern capital of
BDT 7,168.36 million plus Tier 2: gone-concern capital of BDT 242.96 million) against its total Risk Weighted Asset
(RWA) of BDT 22,568.57 million which leads to a Capital to Risk-weighted Asset Ratio (CRAR) of 32.84%, where
the minimum requirement is 10% as per BRPD circular no. 18 dated 21 December 2014. Tier-I capital was 31.76%
of RWA against minimum requirement of 5.5% of RWA. As a result the Bank has a buffer Capital of BDT 4,544.68
million to maintain to mitigate the additional uncertain risks which are not covered under Pillar-II.

Quantitative Disclosure of Capital Adequacy

a) Amount of Regulatory Capital to meet unforeseen loss: BDT
Amount of Capital required to meet Credit Risk 1,888,650,235
Amount of Capital required to meet Market Risk 31,211,632
Amount of Capital required to meet Operational Risk 336,995,067

2,256,856,934

b) Actual Capital Maintained:

Total CET 1 Capital 7,168,364,184
Total Tier | Capital 7,168,364,184
Total Tier Il Capital 242,956,516
Total capital 7,411,320,700
% of Capital to risk weighted assets (CRAR)

Required Maintained
CET1 4.50% 31.76%
Tier | 5.50% 31.76%
Tier Il 1.08%
Total 10.00% 32.84%

c) Capital conservation buffer -
d) Available capital under piller 2 requirment 3,411,320,700
3.3 Credit Risk
Qualitative Disclosures:
General qualitative disclosure requirement with respect to credit risk includes the following:

Definition of past due and impaired

According to the Bangladesh Bank’s guidelines on Risk Based Capital Adequacy (RBCA), dated December 2014,
claims that are past due for 60 days or more are clubbed under this past due category.

Apart from the Basel Il requirement, for accounting purpose bank is maintaining its past due loan in accordance
with the BRPD Master circular no. 14 dated 23 September 2012 on “Loan Classification & Provisioning” and its
related subsequent instructions.

Description of approaches followed for specific & general allowances and statistical methods
Bank is following the general and specific provision requirement as prescribed by Bangladesh Bank time to time.
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Discussion of the bank’s credit risk management policy

Credit risk is one of the most significant risks in terms of sustainability, regulatory and capital requirements, which
the bank is exposed to. Bank’s policy is to develop a high quality and diversified credit portfolio comprised of
corporate, SME and retail / personal customers in Bangladesh towards better credit risk management.

With a view to segregate credit risk from credit marketing, as also in line with Basel-1ll requirement, an independent
Credit Risk Department is in existence in the bank since inception. Credit risk management focuses on the quality
of customer’s individual loans as well as the overall loans and advances portfolio, examining and reporting the
underlying trends, concentrations and ensuring a sustainable credit risk culture throughout the Bangladesh
operation.

Objectives of the bank’s credit risk management practices are to maintain credit portfolio quality in line with risk
appetite, through risk control and risk management.

Credit risk management system of the bank also closely monitors changes in economic and market conditions and
guides business and functional management, at all levels, on their credit portfolio. It works towards maintaining a
robust credit culture through prudent strategies, credit policies, procedures, and management of credit portfolio.
Thus the scope of credit risk management and identification practices needs to follow the procedures below:

To identify and manage credit risk, the bank engages in procedures such as:

i.  Setup strategy for credit origination and relationship management.
ii.  Credit risk management.

iii. Loan documentation and credit administration.

iv.  Recovery and management of problem loans.

v. Portfolio management

vi.  Conveying credit status through reporting

Bank uses internal lending guidelines and procedures to ensure that all lending officers understand the Bank’s
appetite for risk in servicing counter party requirements, and thus facilitates evaluation and approval of individual
credit transactions.

Bank has standard methods of analyzing various risk aspects involved in extending credit, considering risk areas
such as business risk, financial risk, management risk, security risk, etc. besides continuously reviewing the
exposures and concentrations of the customer, group, industry, geography and lending type. Outcome of these risk
analyses are used to establish internal credit risk grading for each borrower.
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Quantitative Disclosure
Total exposures of credit risk

A) Broken down by major types of credit exposure

a) Cash and cash equivalents

b) Claims on Bangladesh Government and Bangladesh
c¢) Claims on other sovereigns and Central Banks*

d) Claims on Bank for international settlements,

e) Claims on Multilateral Development Banks (MDBs)
f) Claims on Public Sector Entities (other than Govt. of Bangladesh) in BGD
g) Claims on Banks & NBFIs:
Maturity Over 3 Months
Maturity less than 3 Months
h) Claims on Corporate
i) Claims under Credit Risk Mitigation
j) Claims categorized as retail portfolio and small enterprise
(excluding consumer finance)
k) Consumer finance
l) Claims fully secured by residential property
m) Claims fully secured by commercial real estate
n) Past due loans/NPL

0) Investments in premises, plant and equipment and all other fixed
qg) All Other Assets
i) Claims on GoB and BB (Advance Income Tax)
i) Staff loan/investments
iii) Other assets
r) Off-balance sheet items:
Claims on banks:
Maturity Over 3 Months
Maturity less than 3 Months
Claims on corporate
Retail portfolio and small enterprises

B. Geographical Distribution of Exposure

Category Dhaka Chittagong
Balance Sheet Items
Claims on sovereigns and central banks 7,956,665,321 59,331,679

Claims on banks and NBFls 3,025,583,421 -

Claims on corporate 13,016,385,082 | 1,863,404,603
Claims on retail portfolio and consumer 517,992,725 89,696,060
Fixed assets 40,555,079 4,446,355
Staff loan 58,897,318 -

All other assets 3,343,663,056 | 2,085,727,868
Total on balance sheet items 27,959,742,002 | 4,102,606,565

Off Balance Sheet Items

Claims on banks 21,756,777 -

Claims on corporate 3,423,748,188 639,315,345
Claims on retail portfolio and consumer finz 38,667,363 13,244,550
Total off balance sheet items 3,484,172,328 652,559,895

Total 31,443,914,330 | 4,755,166,460

Sylhet
12,853,788

251,956,312
73,173,958
438,680

27,936,647
366,359,385

366,359,385

BDT

214,913,744
7,813,937,044

164,302,548
2,861,280,873
12,558,316,671
2,141,121,271
488,378,691

103,039,715
45,022,783
89,444,337

387,285,272

45,440,114

2,485,262,774
58,897,318
2,972,064,797

20,148,216
1,608,561
4,063,063,533
51,911,913

36,565,440,175

Total

8,028,850,788
3,025,583,421
15,131,745,997
680,862,743
45,440,114
58,897,318
5,457,327,571
32,428,707,952

21,756,777
4,063,063,533
51,911,913
4,136,732,223
36,565,440,175
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C. Industry or Counterparty type distribution of exposures

Category Bank and Mgnufactgrlng Retail and Others Total
NBFls industries Consumer
Balance Sheet Iltems
Claims on sovereigns
and central banks 8,028,850,788 - - - 8,028,850,788
Claims on banks and 3,025,583,421 - - - 3,025,583,421
Claims on corporate - 15,131,745,997 - - 15,131,745,997
Claims on retail - - 680,862,743 680,862,743
Fixed assets - - - 45,440,114 45,440,114
Staff loan - - - 58,897,318 58,897,318
All other assets - - - 5,457,327,571 5,457,327,571
Total on balance sheet
items 11,054,434,209 | 15,131,745,997 680,862,743 | 5,561,665,003 32,428,707,952
Off-balance sheet item
Claims on banks 21,756,777 - - - 21,756,777
Claims on corporate - 4,063,063,533 - - 4,063,063,533
Claims on retail
portfolio and consumer
finance - - 51,911,913 - 51,911,913
Total off balance sheet
items 21,756,777 4,063,063,533 51,911,913 - 4,136,732,223
Total 11,076,190,986 | 19,194,809,530 732,774,656 | 5,561,665,003 36,565,440,175
D. Residual Contractual Maturity
Balance sheet Off-balance
Residual contractual maturity items sheet items Total
Up to 1 month maturity 12,471,872,616 176,627,738 12,648,500,354
1-3 months maturity 4,536,999,192 826,511,336 5,363,510,528
3-12 months maturity 7,525,882,322 | 2,960,228,073 10,486,110,395
1-5 years maturity 6,512,139,135 173,365,076 6,685,504,211
Above 5 years maturity 1,381,814,687 - 1,381,814,687
Total 32,428,707,952 | 4,136,732,223 36,565,440,175

E. Major Industry or Counterparty Type (past due)
i) Amount of impaired / classified loans by major industry/ sector type

Major industry/sector

Bank and NBFls

Manufacturing industries
Retail and Consumer finance

Others
Total

i) Specific and general provision

General provision

Loans and advances
Off-Balance sheet items

Specific provision

iii) Charges for specific allowance and charges-offs during the year

Specific provisions made during the period

Write-back of excess specific provisions

205,650,314
9,889,336
289,604,236

505,143,886

229,900,000
101,400,000

331,300,000

160,982,770

101,099,969
13,275,868
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F) Gross non-performing assets ( NPASs) 505,143,886
Total loans & advances 17,692,420,844
Non-performing loans and advances 505,143,886

Sub-standard 146,773,987
Doubtful 66,647,832
Bad/ Loss 291,722,067
Non-Performing Assets (NPAs) to Outstanding Loans and advances 2.86%
G) Movement of Non-Performing Assets ( NPAS)
Opening balance 221,564,167
Add: Addition during the year 294,214,960
Less: Reduction during the year 10,635,241
Closing balance 505,143,886
H) Movement of specific provisions for NPAs
Opening balance 73,158,669
Add: Provisions made during the period 101,099,969
Less: Write-off -
Less: Write-back of excess provisions 13,275,868
Closing balance 160,982,770

3.4 Interest rate risk in the banking book (IRRBB)
Qualitative Disclosure

Interest rate risk refers to fluctuations in Bank's net interest income and the value of its assets and liabilities arising
from internal and external factors.

Internal factors include the composition of the Bank's assets and liabilities, quality, maturity, interest rate and re-
pricing period of deposits, borrowings, loans and investments.

External factors cover aeneral economic conditions:
Interest rates volatility has impact on the Bank depending on balance sheet positioning. Interest rate risk in

prevalent on both the assets as well as the liability sides of the Bank's balance sheet.

Assets - Liability Management Committee (ALCO) periodically monitors and controls the risks and returns, funding
and deployment, setting Bank's lending and deposit rates, and directing the investment activities of the Bank. ALCO
decides on the fixation of interest rates on both assets and liabilities after considering the macro or micro economic
outlook - both global and domestic, as also the macro aspects like cost- benefit, financial inclusion and host of other
factors.

Credit shock under Basel lll (balance sheet exposure)

Magnitude of Shock Minor Moderate Major

Weighted average yield on assets (%) 10.00 10.00 10.00
Total Assets 3,291.62 3,291.62 3,291.62
Total RWA before shock 2,256.86 2,256.86 2,256.86
Total increase in RWA after shock 15.69 31.37 47.05
Total increase Capital requirement after shock 1.57 3.14 4.71
Total RWA after shock 2,272.55 2,288.23 2,303.91
Eligible capital 741.13 741.13 741.13
Capital adequacy ratio after shock (%) 32.61 32.39 32.17
Capital adequacy ratio before shock (%) 32.84 32.84 32.84

Changes in CAR (%) (0.23) (0.45) (0.67)
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3.5

Credit Shock under Basel Il (Off Balance Sheet Exposure)

Magnitude of Shock Minor Moderate Major
Weighted Average yield on assets (%) 10.00 10.00 10.00
Total Assets 3,291.62 3,291.62 3,291.62
Total RWA before shock 2,256.86 2,256.86 2,256.86
Total increase in RWA after shock 1.48 2.97 4.45
Total increase in capital requirement after shock 0.15 0.30 0.45
Total RWA after shock 2,258.34 2,259.83 2,261.31
Eligible capital 741.13 741.13 741.13
Capital Adequacy Ratio after shock (%) 32.82 32.80 32.77
Capital Adequacy Ratio before shock (%) 32.84 32.84 32.84
Changes in CAR (%) (0.02) (0.04) (0.06)
Combined Shock

Magnitude of Shock Minor Moderate Major
Capital Adequacy Ratio before shock (%) 32.84 32.84 32.84
Decrease in the FSV of the collateral -0.10 -0.20 -0.40
Increase in NPLs -0.85 -2.84 -5.60
Negative shift in NPLs categories -0.16 -0.28 -0.49
Interest rate -0.42 -0.85 -1.27
FEX: Currency appreciation -0.01 -0.03 -0.04
Equity shock -0.06 -0.13 -0.25
Total change -1.61 -4.31 -8.05
CAR after shock (%) 31.23 28.53 24.79
Market Risk

Qualitative Disclosure
Market risk is the risk of adverse revaluation or movement of any financial instrument as a consequence of changes
in market prices or rates.
Market risk exists in all trading, banking and investment portfolios but for the purpose of this report, it is considered
as a risk specific to trading book of the Bank.
The major types of market risk as specified in the Risk Based Capital Adequacy (RBCA) are as follows:

i. Interest rate risk

ii. Equity position risk

iii. Foreign exchange risk and

iv. Commodity risk
Among the above list the main type of market risk faced by the Bank are interest rate risk and foreign exchange
risk. 'Bank Management committee of Bangladesh Operations has given significant attention to market risk in
trading book, to asses the potential impact on the Bank's business due to the unprecedented volatility in financial
markets.

Methods used to measure market risk:
According to Bangladesh Bank guideline, Commercial Bank of Ceylon PLC, Bangladesh Operation is presently
following the standardized approach for market risk under Basel IlI.

Market risk management system and policies and processes for mitigating market risk:

Bank has an independent market risk framework to assess, manage and control the risk management function,
which is responsible for measuring market risk exposures in accordance with prescribed policies, and monitoring
and reporting these exposures against the approved limits on a regular basis according to Bank's appetite for
market risk.

Interest rate risk

Interest Rate Risk (IRR) is a major source of market risk and is unavoidable in any financial institution where the re-
pricing of assets and liabilities are not identically matched. The ALCO of Bangladesh Operations manages the
potential impact, which might be caused by the volatility of changes in the market interest rates and yield curves.

The securities (Treasury bills/bonds) acquired with the intention to trade by taking advantage of short-term price
and interest rate movement is classified under the trading book. The marked to market (MTM) of securities in the
trading book is done at market value as per the Bangladesh Bank guidelines.
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3.6

Foreign exchange risk

All foreign exchange exposures and related risks are reviewed by the ALCO monthly, which provides additional
guidance to treasury dealing room in managing the risks. This is to ensure that any adverse exchange rate
movements on the results of the Bank due to un-hedged foreign exchange positions are restrained within

In addition to regular revaluation of spot position and forward positions, Value at Risk (VaR) is calculated/exercised
for FX portfolio. VaR provides a single number to the management that reflects the maximum loss, which can occur
within a confidence level over a certain period of time.

Market risk on Trading Book BDT
The capital requirements for:
A. Interest Rate Risk 21,709,409
B. Equity Position Risk -
C. Foreign Exchange Risk 9,502,223
D. Commodity Risk -

31,211,632

Operational risk

Qualitative disclosure

Views of BOD on system to reduce operational risk

Operational risk is inherent to all products, activities, processes and systems and is generated in all business and
support areas. For this reason, all employees are responsible for managing and controlling the operational risks
generated in their area of action. In order to reduce and manage the operational risk of the bank, Management
Committee has implemented the Operational Risk Management framework approved by the BOD.

Performance gap of executives and staffs

Performance of employees is critically important to achieve organizational goals. Bank has put in place a well
defined performance management process which aims to clarify what is expected from its different level of
employees as well as how it is to be achieved. At the beginning of a year objectives is communicated to the
employees who includes what are expected from him/her during the ensuing period through their direct reporting
heads. A half yearly and yearly performance appraisal practices are in place to review achievements based on
which rewards and recognition decisions are made.

Potential external events

By its nature, Operational Risk cannot be totally eliminated. Like other banks, our bank also operates its business
with few external risk factors relating to the socio-economic condition, political atmosphere, regulatory policy
changes, technological changes, natural disaster, external frauds etc. However, bank has established methodology
which defines the Bank’s approach in identifying, assessing, mitigating, monitoring and reporting such operational
risks factors which may impact the achievement of the bank’s business objectives.

Policies and processes for mitigating operational risk

Operational Risk Management in the Bank is governed by the well-defined Operational Risk Management Policy
that is clearly communicated across the Bank. Bank adopts three lines of defense for management of operational
risk, the first line of defense represented by various heads of the departments, different business unit/or support
unit; second line of defense is represented by the Operational Risk Unit under IRMD to oversee the operational risk
management, and the third line of defense represented by Inspection & Audit Division which is challenge function to
the first two lines of defense.

Various operational risk aspects like Key operational Risk Indicators (KORIs), analysis of historical loss data, Risk &
Control Self-Assessments (RCSASs) exercise is done and placed before the Risk Management Committee to initiate
necessary corrective actions with respect to management/mitigation of the operational risks. The internal controls
are supplemented by an effective audit function that independently evaluates the control systems within the
organization.
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3.7

3.8

Approach for calculating capital charge for operational risk

Presently bank is following the Basic Indicator Approach (BIA) for calculating its operational risk capital charge and
at 31 December 2015 bank’'s operational capital requirement was Tk. 33.70 crore which was adequately
maintained.

Quantitative Disclosure BDT
The capital requirements for operational risk is Taka 336,995,067

Liquidity ratio
Qualitative disclosure
Views of BOD on system to reduce liquidity risk

Banks in general are vulnerable to liquidity and solvency problems resulting from asset and liability mismatches.
Therefore, the principle objective in liquidity risk management is to assess the need for funds to meet obligations
and to ensure the availability of adequate funding to fulfill those needs at the appropriate time, both under normal
and stressed conditions. In order to reduce and manage the liquidity risk of the bank, MANCOM has implemented
the liquidity risk management framework approved by the BOD.

Methods used to measure liquidity risk

Bank uses numerous methods to assess/measure its liquidity risk e.g. through gap analysis for maturity mismatch
based on residual maturity in different time buckets as well as various liquidity ratios and management of the same
is done within the prudential limits fixed thereon. Advance techniques such as stress testing, simulation, sensitivity
analysis etc. are used on regular intervals to draw the contingency funding plan under different liquidity scenarios.

Liquidity risk management system

Bank continuously analyses and monitors its liquidity profile, maintains an adequate margin of safety in high quality
liquid assets and access to diverse funding sources such as inter-bank market, assets and investments available-
for-sale and has contingency funding plan to meet liquidity requirements. Bank thereby ensures availability of
adequate liquidity to fund its existing asset base and grow its business whilst maintaining sufficient liquidity buffers
to operate smoothly under varying market conditions including any short-term, medium or long-term market
disruptions.

Policies and processes for mitigating liquidity risk

Bank has put in place its Asset Liability Management Policy, Contingency Funding Plan duly approved by the board
and ALCO is managing the liquidity risk of the bank.

Quantitative Disclosure BDT

Liquidity coverage ratio 114.78%
Net stable funding ratio 112.53%
Stock of high quality liquied assets 3,582,849,000
Total net cash outflows over the next 30 calendar days 3,121,417,200
Available amount of stable funding 22,978,393,700
Required amount of stable funding 20,420,388,700

Leverage ratio
Qualitative disclosure
Views of BOD on system to reduce excessive leverage

High leverage levels can lead to an excessive expansion of bank asset size, which maximizes, in the short to
medium term, banks’ return on equity. At the same time, leverage-fuelled bank capital structures increase
bankruptcy risk, since they are an important cause of bank failures. Therefore, to reduce excessive leverage and to
manage the overall asset-liability position, management has implemented BOD approved ALM framework within the
bank.

Policies and processes for managing excessive on and off-balance sheet leverage

Bank has clearly laid down policy and procedure to manage its exposure level (both on and off-balance sheet)
enumerated in its Asset Liability Management policy. Leverage parameter of the policy acts as a credible
supplementary measure to the risk based capital requirement to control the leverage of the bank. This reflects
bank’s tier 1 capital over total exposure of the bank. Reference level of leverage ratio is currently 3% (minimum)
and it is expected to be reviewed in 2017 in line with the BB directive.
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Approach for calculating exposure
Leverage ratio of the bank is calculated in line with the RBCA Guideline of BB. As at 31st December 2015 bank’s
leverage ratio was 19.46% and it was calculated as follows:

Measured used Description
. . Tier 1 capital constitutes the components specified in
Numerator Tier 1 Capital the RBCA Guideline, December 2014.
This is an approximation to the credit risk exposure
. used for regulatory capital purposes. It consists of the
Denominator Exposure P

sum of the balance sheet assets as specified in the

RBCA Guideline, December 2014.
Quantitative Disclosure BDT
Leverage ratio 19.46%

On balance sheet exposure 32,755,183,236

Off balance sheet exposure 4,136,732,223

Total exposure 36,891,915,459
Less: Regulatory adjustments 57,344,113

Total exposure for the purpose of leverage ratio 36,834,571,346

3.11 Remuneration

The bodies that oversee remuneration

Bank is dedicated to uphold the principle of equality in offering our employees both career opportunities and
competitive remuneration. Bank has its Remuneration Committee at Head Office (Sri Lanka) level which is assisted
by the local Human Resource Steering Committee and the Management Committee, Bangladesh. Last year to
study the market situation and compare the salaries up to a certain level of employees’ bank had appointed
Cerebrus Consultants Pvt. Ltd., Mumbai, India.

The Bank does not discriminate employees and/or differentiate employee remunerations by nationality, religion,
race, caste etc. The Bank even does not differentiate the remuneration considering the business lines and/or
considering the functions known as revenue generating activities or revenue-prone work force. Bank maintains the
same Remuneration and Human Resource policies for all of its branches, departments and Units.

Employees considered as material risk takers and as senior managers are:

Number of
Material Risk Takers Composition Employees
Members of Management Committee(CM, COO,
Senior Managers SGM, SDGM, DGM, SAGM, AGM) 9
Head of Branches and SME Centers 15
Other material risk takers Head of Units, Corporate Banking 4
Head of Departments, Units 11
Total 39

Design and structure of remuneration processes

Bank is committed to maintain an equitable and consistent reward structure to ensure that employees’ contributions
to the business are recognized in different ways. This helps us to attract and retain staff while encouraging their
efforts towards the achievement of the bank’s strategic goals. In view of that bank is maintaining fair remuneration
policy in line with the Market Standard. Bank believes that employee remuneration should not be inconsistent with
the market and the employees should be provided with the other standard benefits and facilities that commensurate
the best in the industry. Bank has been maintaining the Objectives based Performance Appraisal of the employees
and provides the annual increment and incentive bonus on the basis of their performance and achievement of
objectives.

Remuneration Committee of the bank has reviewed the remuneration policy and the current salaries of the
employees and subsequently made the salary adjustments for the employees.

Bank ensures that there is no discrimination and/or deprivation in case of the salaries of Risk and Compliance
employees.

10
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The ways in which current and future risks are taken into account in the remuneration processes

The overall compensation package and its structure have to be competitive, making it easier to attract, keep and
reward the employees properly. While doing so bank has considered the following key risks to implement
remuneration measures:

i. Staff turnover rate

ii. ldentifying the future leaders

iii. Market standard of salary and benefits

iv. Achievement of objectives leading the overall achievement of Bank’s target
V. Succession plan

Keeping in mind the above risk aspects bank used to identify the potential employees i.e. the future leaders and
arranges necessary training for those employees both at home and abroad. In a few cases the bank also looked at
accelerated career advancement of the employees who are identified as potential employees and shown the
capacity as future leaders. Outstanding employees used to get Incentive bonus and salary increment at the rate of
the best in the scheme which all together have impact on the remuneration as a whole.

The ways in which bank seeks to link performance during a performance measurement period

Annual budget of the bank is the main growth factors for performance measurement such as Advance, Deposit and
Profitability is being distributed among the top level business lines and individuals. On achievement of targets for
these broad factors bank achieves its growth in terms of revenue and size of balance sheet. Bank’s overall success
depends on the success of top level business lines and individuals. Following performance matrix is used to
determine the level of Performance Rating of the individual:

This person is an Outstanding Performer, is competent, committed, performance driven

O = Outstanding |and is relatively better than a person rated “Excellent”.

This person is an Excellent Performer, regularly exceeds requirements in most significant
EX = Excellent aspects of the job and is relatively better than a person rated “Very Good”

This person is rated as Very Good Performer, performs the job in a completely expectable
VG = Very Good [manner and relatively better than a person rated “Good”
G= Good This person is rated as Good and relatively better than a person rated “Below Expectation

Expectation | This person is rated as Below Expectations and relatively better than a person rated
BE = S “Marginal”
This person is rated as Marginal and displays Marginal Performance as against others.

Mg = Marginal

On achievement of targets of top level business lines and individuals bank achieves the budgeted profitability and
announces the annual incentive bonus which is known as Annual Performance Bonus. Any individual having
proven achievements of targets get recognition through the upper level of Performance Ratings. The higher the
ratings are the higher the Bonuses are paid and Increments are awarded.

Different forms of variable remuneration

Bank’s overall remuneration can be bifurcated in to two groups i.e. fixed remuneration and variable remuneration.
Variable remuneration is comprised of the performance bonus and the rate of salary increment decided based on
the performance rating of the employee.

Quantitative Disclosure

Quantitative disclosures reflect remuneration payment for senior managers and material risk takers of the bank
during the financial year.

Number of meetings held by the main body overseeing remuneration during the financial year 3

Remuneration paid to the member of the main body overseeing remuneration during the Nil*
financial year

*We do not have any system of paying remuneration for attending meeting
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Particulars No. of BDT
employee
Variable remuneration awarded 39 31,521,430
Guaranteed bonuses awarded 39 6,739,356
Sign-on awards - -
Severance payments 2 1,789,089
Particulars BDT

Outstanding deferred remuneration:
Cash -
Shares and share-linked instruments and -
Other forms -

Deferred remuneration paid out -

Shares and
Details of remuneration awards Cash share-linked Other forms
instruments
Fixed 110,905,067 -
Variable 31,521,430 -

Deferred and non-deferred -

Employees’ exposure to implicit (e.g. fluctuations in the value of shares or performance units) and explicit
adjustments (e.g. clawbacks or similar reversals or downward revaluations of awards) of deferred remuneration and
retained remuneration.

Particulars BDT

Total amount of outstanding for deferred remuneration and retained remuneration exposed to -
ex-post explicit and/or implicit adjustments

Total amount of reductions during the financial year due to ex-post explicit adjustments -
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