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The purpose ot these disclosures is to establish more transparent and more disciplined tinancici

market so that stakeholders can assess the position of the bank regarding holding of assets and to

identify the risks relating to the assets and capital adequacy to meet probable loss of assets.

Background

These disclosures on the position of the bank’s
risk profiles, capital adequacy and risk
management system under Pillar-lll of Basel-ll
are made following revised "“Guidelines on Risk
Based Capital Adequacy” for banks issued by
Bangladesh Bank in December 2010. These
quantitative and qualitative disclosures are
infended to complement the Minimum Capital
Requirement (MCR) under Pillar-l and
Supervisory Review Process (SRP) under Pillar-Il
of Basel-Il,

Scope of Application

The Risk Based Capital Adequacy framework
applies to Jamuna Bank Limited (JBL) on ‘Solo’
basis as well as ‘Consolidated’ basis as there
were two subsidiaries of the bank as on the
reporting date i.e. 31 December 2012. JBL has
established a merchant bank namely Jamuna
Bank Capital Management Limited with
99.99% share and also a brokerage business
house in the name of Jamuna Bank Securities
Limited.

The assets, liabilities, revenues and expenses of the
subsidiaries are combined with those of the parent
company  (JBL), eliminating  intercompany

transactions.

Consistency and Validation

The quantitative disclosures are made on the
basis of consolidated audited financial
statements of JBL and its Subsidiary as at and
for the year ended 31 December 2012
prepared under relevant infernatfional
accounting and financial reporting standards
ds adopted by the Institute of Chartered
Accountants  of Bangladesh (ICAB) and
related circulars/ instructions  issued by
Bangladesh Bank from time to time. The assets,
ligbilities, revenues and expenses of the
subsidiaries are combined with those of the
parent company (JBL), eliminating inter
company transactions. So assets of the
subsidiaries were risk weighted and equities of
subsidiaries were crossed out with  the

investment ol JBL while consolidating.
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Capital Structure of JBL

Regulatory capital, as stipulated by the revised
RBCA guidelines by BB, is caftegorized into
three fiers according to the order of qudlity of
capital i.e. Tier 1, Tier 2, and Tier 3. Tier 1 capital
called ‘Core Capital’ comprises of highest
quality of capital elements. Tier 2 capital
called ‘Supplementary Capital’ represents
other elements which fall short of some of the
characteristics of the core capital but
confribute fo the overall strength of a bank
and  Tier 3 ‘Additional

Supplementary Capitdl’ consists of short-term

capital or

subordinated debt with maturity two to five
years, would be solely for the purpose of
meeting a

proportion of the capital

requirements for market risk.

Conditions for Maintaining Regulatory

Capital

The Bank complied with dll the required
conditions for maintaining regulatory capital
as stipulated in the revised RBCA guidelines by

Bangladesh Bank as per following details:

= The amount of Tier 2 capital will be limited
to 100% of the amount of Tier 1 capital.
Status of Compliance: Complied.

= 50% of revaluation reserves for fixed assefs
and securifies eligible for Tier-2 capital.

Status of Compliance: Complied.

= 10% of revaluation reserves for equity
instruments eligible for Tier 2 capital.

Status of Compliance: Complied.

= Subordinated debt shall be limited to a
maximum of 30% of the amount of Tier 1

capital.

Status of Compliance: As on the
reporfing  date
subordinated debt

structure of JBL.

there was no

in the capital

= Limitation of Tier 3: A minimum of about
28.50% of
supported by Tier 1 capital. Supporting of

market risk needs fo be
Market Risk from Tier 3 capital shall be
limited up fo maximum of 250% ol a bank’s
that s

meeting credit risk capital requirement,

Tier 1 capital available after

Status of Compliance: Capital required
for meeting credit risk was BDT 583.83
crore and so the Ter-1 capital after
meeting credit risk was BDT 142.34
crore (BDT 726.17 crore minus BDT
583.83 crore).
meeting 28.50% of market risk was BDT
11.84 crore (BDT 41.53 crore X 28.50%)
as on the reporting date. So, this

Capital required for

condition is met,

The Bank had a consolidated Capital of BDT
861.06 crore comprising Tier-1 capital of BDT
726.17 crore and Tier-2 capital of BDT
134.89 crore

QUANTITATIVE DISCLOSURES

The Bank had a consolidated Capital of BDT
861.06 crore comprising Tier-1 ¢apital of BDT
726.17 crore and Tier-2 capital of BDT 134.89
crore (JBL had no Tier-3 element in its capital
structure) as on the
December 2012).
presents the details of capital (Tier-1, 2 & 3) as

on December 31, 2012:

reporting date (31

Table on the next page
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Book vilue of Goodwill

Shortlall in provisions required against

clissitled nssets

Shortlall in provisions required iiqgiinst

Investment In shires

Ramiilning detlclt on account ot

revaluation of Investments In securitles

atter netting ott from iny other surpius on

the sacuritles

Raclproc:l crossholdings of bink

capltal/subordinatad debit

Any Investmant exceeding the approved

limit under sectlon 26(2) ot Bank

Compiny Act, 1991

Investments In subsidirles which iire not

consollduted - 50%

Other It any

Sub Total (1.11 to 1.18)

Total Eligible Tler-1 Capital (1.10-1.19)

Tler-2 (Supplementary Capltal)

General Provision (Standiard 1 SMA 1 off

Bisliance Sheet axposLirs)

Assets Reviluistion Reserves up to 50%

Reviluitlon Reserve for Secutltles Lp to

50

Raviiluition Resarva tor equity Instrument

up to 10%

All other preterence shires

Subordinnted debt

Other (It uny Item upproved by

Bingliadesh Bank)

Sub-Total (2.1 to 2.7)

DadLuictlons It any (e.g. Investment In

subsldlarles which ire not consolldiated-

50%)

Total Eliglble Tler-2 Capital (2.8-2.9)
Tler-3 (Additlonal Supplementary

Capltal)

Short-tarm subordinatad dekbit

Total Supplementary Capital (2.10+3.1)

Total Ellglble Caplital (1.20+4.0)

in Crore)
AMOUNT
448.75

213.96

63.46
0.00

726.17
Amount

81.47
53.17

025

134.89

134.89

Amount

134.89
861.06
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CAPITAL ADEQUACY

Bank's Approach to Assessing Capital
Adequacy

As banks in Bangladesh are now in a stage of
developing risk management models, BB
suggested the banks for using Standardized
Approach for credit risk capital requirerment
for

banking book and Standardized (rule

based) Approach for market risk capital
charge in their frading book. JBL used the
Basic Indicator Approach (BIA), as prescribed
by Bangladesh Bank in determining capital
charge against operational risk. Under the
Basic Indicator Approach (BIA), the capital
fixed

percentage (denoted by alpha) of average

charge for operatfional risk is a
positive annual gross income of the bank over

the past three years,

JBL used the Basic mdicator Approach (BIA), as
prescribed by Bangladesh Bank in determining
capital charge against operational risk.

JBL focuses on strengthening and enhancing
its risk management culture and internal
confrol environment rather than increasing
capital to cover up wedk risk management
JBL

generating most of its incremental capital from

and confrol  practices. has been
retained profit to support incremental growth
of Risk Weighted Assets (RWA). Therefore, the
Bank’s Capital Adequacy Ratio (CAR) remains
consistently within the comfort zone since the
pardllel run from 1 January, 2009. During the
year 2012, the CAR ranges from 11.40% to

12.32% against minimum requirement of 10%.

Jamuna Bank Limited
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Assessing regulatory capitdl in relation to
overdll risk exposure of a bank is an infegrated
and comprehensive process. JBL, through ifs
Basel-ll Supervisory Review Committee (B2SRC)
and Risk Management Unit, is taking active
measures to identify, quantify, manage and
monifor all risks to which the Bank is exposed
to. Assessment of Regulatory Capital will be in
alignment with the findings of these exercises.

QUANTITATIVE DISCLOSURES

rollowing table shows component wise
allocation of capital to meet three risks and an
amount of additional capital maintained over
MCR i.e. 10% of RWA. As on the reporting date,
JBL maintained a Capital Adeguacy Ratio
(CAR) of 12.32% on ‘Consolidated Basis” and
12.21% on ‘Solo Basis’ against required
minimum of 10%. We had an excess capital of
BDT 142.32 crore (Consolidated) affer meeting
all three risks as on the reporting date as

shown in the following table:

Tk. in Crare
Bank
Capltal Adequacy Consolldated
(Solo)
Capltal  requirement  for
i, 583.83 591,29
Credlt RIsk
Capltal  requirement  tor
b, 41.53 40.62

Miirket RIsk

Capltal  requirement  tor
c. 73.38 72.58
Operitlonil Rlsk

Capltal malntalned to meet
cradit, mirket and 698.78 704.49
opariatlonal rlsks

Some addltional  cipltal

d. over MCR malntalned by 162.32 1566.04
the hank
| otal Capltal Malntalned 861.06 860.53

CREDIT RISK

QUALITATIVE DISCLOSURES

Definition of Credit Risk

Credit risk is the possibility that a borrower will
fail fo meet its obligation in accordance with
agreed terms and ¢onditions, That is credit risk
is The risk of loss that may occur from the failure
of any counterparty fo make required
payments in accordance with agreed terms
and conditfions and/or deterioration of credit
worthiness. Credit risk is managed through a
framework set by policies and procedures
approved by the Board. The responsibility is
clearly segregated between originator of
business fransaction and approver in the risk

function.

Credit Risk Management Policies and Procedures

Credit risk management needs to be a robust
process that enables Banks to proactively
manage loan portfolio in order fo minimize
losses and earn an acceptable level of return
for Shareholders. Cenfral to this s a
comprehensive IT system, which should have
ability to capture all key customer data, risk
management and fransaction information.
Jamuna Bank Ltd. already has real fime on-line
Banking system which enables to captfure all
key customer data. Given the fast changing
dynamic global economy and the increasing
pressure  of  globalization, liberdlization,
consolidation and disintermediation, it s
essential that Banks have robust Credit risk
management polices and procedures that are

sensitive and responsive to these changes.

Jamuna Bank Limited
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CREDIT RISK MANAGEMENT SYSTEM Following risk areas are addressed and

assessed in credit sanctioning process:

Annual Report 2012

Jamuna Bank Limited (JBL) has established @
robust credit risk management system to
proactively manage loan portfolio in order to
minimize losses. It has significantly improved risk
management  culfure  and  established
standard for segregatfion of dufies and
responsibilities relating to Credit Operation of
the Bank.

The major steps taken by JBL to implement

credit risk management guidelines are:

i) It has formulated its own Credit Policy
Guidelines in line with the core risk
guideline of Bangladesh Bank.

i) The policy takes info account the
sectoral concenfration and specific
industry exposure cap is set in the
policy.

i) llead Office Organizational structure
has been segregated in line with CRM
Guideline (Credit Marketing, Credit
Approval and Credit Administration
activities have been separated).

iv) Borrower’s Risk Grade are assigned
and menfioned in the credit proposal.

v) All disbursement is authorized centrdlly
in the computer system only after
confirming fulfillment of
documentdtion requirement as per
sanction term. There is no scope of
disbursement without approval of the
competent authority.

vi) Credit Approval Authority has been

clearly defined in the policy.

Borrower Analysis; Reputation,
education, experience, age dand
success history and net worth of the
borrower are considered to analyze a
borrower. Any issues regarding lack ol
management depth, complicated
ownership structures or infer-group
fransactions are addressed in borrower
analysis,

Industry Analysis: To analyze an industry
JBL considers industry position i.e.
threat & prospect in the industry, risk
factors pertaining to the industry,
borrowers position or share in the
industry.

| listorical financial analysis; An analysis
of a minimum of 3 vyears historical
financial statements of the borrower is
being presented. The analysis
addresses the quality and sustainability
of earning, cash flow and the strength
of the borrower’s balance sheet,
Projected [inancial  Performance;
Where term faciliies are being
proposed, a projection of the
borrower’s future financial
performance is required fo be
provided.

Technical feasibilities / Infrastructural
facilities, Seasonality of dermmand, Debt-
Cquity Ratfio, Account conduct of the
borrower, Security and other relevant
factors are considered to assess credit

risks.

Jamuna Bank Limited
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) Strong monitoring ol loan portlolio is
ensured by separate Credit Monitoring
Department.

ASSET IMPAIRMENT POLICY

JBL follows central bank guidelines as ifs asset
impairment policy. Bangladesh Bank set loan
impairment/classification criteria and
provisioning policies vide BRPD Circular No.14
dated September 23, 2012. The summary of
objective criteria of loan classification and

provisioning requirement are as below:

RATE OF PROVISION

Particulars
Stan

UC  dard
SMA

38

Clas  pF

sified

BIL

OBJECTIVE CRITERIA
Type of Unclassified Sub- Bad/
Doubtful
Loan Standard ~ SMA standard Loss
Continuous 0<2 2<0<3  3<0<6 6<0<9 0>9

Demand 0<2 2<0<3  3<0<6 6<0<9 0>9

Fixed Term 0<2 2<0<3  3<0<6 6<0<9 0>9

Fixed Term

(Up lo Tk. 0<2 2<0<6  6<0<9 9<0<12  0>12

10.00 Lacs)

SACIMC 0<12 12<0<36  36<0<60  O>60

Note: O = Overdue, SMA = Special Menlion Accounl, SAC = Shorl lerm

Agricultural Credit, MC = Micro Credit.
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Short
Term
Agri.
Credit

5%

5%

5%

100%

Consumer Financing
Other
than HF LP
HF,LP
5% 2% 2%
5"0 5[:/0 5[:/0
20% 20%  20%
50% 50%  50%
100% 100%  100%

Base for Provision

Loans
to
SMEF  BMs/
MBs/
SDs

0.25% 2%

5ll/0 5[:/0
0%  20%
50%  50%

100%  100%

Provision will be maintained at the above rate

on

the balance

to be ascertained by

deducting the amount of 'Interest Suspense'

and value of eligible securities from the

outstanding balance of classified accounts.

Jamuna Bank Limited

All
Other
Credit

1%

\L-"[I/0
20%
50%

100%



QUANTITATIVE DISCLOSURES

Total gross credit risk exposures broken down by major types of credit exposure:
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Bangladesh Bank guidelines on RBCA, stipulated to segregate bank’s asset portfolio into different

categories and the following table shows our gross exposure in each asset category.

Major Types of Credit Exposure

As on 31.12.2012

(Tk. In Crore)
sl Exposure Type Exposure Risk Weighted Asset
1 Cash 103.17 =
2  Claims on Bangladesh Government and Bangladesh Bank 2540.43 -
3 Claims on Multilateral Development Banks (MDBs): = =
4 Claims on Public Sector Entities = =

5 Claims on Banks & NBFIS
Origindl Mafurity over 3 months: BB's Rating Grade: 1 466.11 93.22
2.3 135.09 67.55
4,5 - -
6 - -
Unrated 5.39 5.39
Original Maturity less than 3 months 364.43 72.89

6 Claims on Corporate
BB's Ratfing Grade: 1 175.45 35.09
2 646.80 323.40
3,4 377.99 377.99
5.6 = =
Unrated 1704.66 2130.83
7 Claims under Credit Risk Mitigation 582.15 98.98
8 Claims categorized as retdil portlolio & SME(excluding 656.31 49223
consumer loan )
9 Consumer Loadn 63.24 63.24
10 Claims [ully secured by residential property 41.22 20.61
11 Claims fully secured by commercial real estate 30.38 30.38
12 Past Due Claims 363.96 445.84
13 Capital Market Cxposure 143.00 178.75
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14 Unlisted equity investments and regulatory capital instruments issued by other - -
banks (other than those deducted from capital) held in banking book

15 Investments in venture capital - -

16 Investments in premises, plant and equipment and all other fixed assets 236.81 236.81

17 Claims on all lixed assets under operating lease - -

18 All other assets:
i) Claims on GoB & BB 263.28 -
ii} Staff Loan/Investment 15.02 3.00
iii} Cash itemns in the Process of Collection - -
iv) Claims on Off-shore Banking Unit (OBU) - -
v} Other Assets (net off specific provision, if any) 36.09 36.09
Grand Total 8950.97 4712.27

CREDIT EXPOSURE BY RISK WEIGHT:

Bank needs more capitdl for assets where risk weight is higher and the below table shows our assets

under three main risk weight bands.

TK. in Crore
Risk Weighted Asset
Particulars
Balance Sheet Off-Balance Sheet Total

Less than 100% risk weight 1172.85 216.46 1389.31
100% risk weight 845.25 79.67 924.92
More than 100% risk weight 2694.17 829.94 3524.11
Total 4712.27 1126.07 5838.34

GEOGRAPHICAL DISTRIBUTION OF CREDIT EXPOSURE:

Our business is concenfrated in two magjor cities- Dhaka and Chiftagong as country’s business
acftivities are concentrated in these two locations. The following table shows credit exposure in

different divisions:

TK. in Crore
Sl. No. Divisions Credit Exposure Percentage

1 Dhaka 3558.65 64.84%

2 Chittagong 1008.93 18.38%

3 Khulna 56.62 1.03%

4 Rajshahi 619.06 11.28%

5 Sylhet 72.16 1.31%

6 Barishal 16.08 0.29%

7 Rangpur 157.20 2.86%
Total 5488.70 100.00%
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CREDIT EXPOSURE BY MAJOR INDUSTRY OR SECTOR:

Major sector wise credit exposure as on 31 December, 2012 was as below and the exposure amount

remained within the appetite of the bank.

TK. in Crore
. Ouvtstanding as As % of Total

Sl. No. Sectoral Structure of Lending on 31.12.2012 Loans & Advances
1) Agriculture and Agro-based Industry 106.68 1.94%
2) RMG 350.77 6.39%
3) Textile 156.10 2.84%
4) Ship Building 0.00 0.00%
5) Ship Breaking 41.61 0.76%
6) Other Manufacturing Industry 987.70 18.00%
7) SML Sector RBIEAS 5.70%
8) Constfruction 308.03 5.61%
9) Power, Gas 12.52 0.23%
10) Transport, Storage and Communication 166.55 3.03%
11) Trade Service 1689.62 30.78%
12) Commercial real estate financing 83.27 1.52%
13) Residential real estate financing 85.85 1.56%
14) Consumer Credit (i.e. Auto/vehicle loans for personal

vse, persondl loans, any purpose lodns efc.) 109.58 2.00%
15) Capital Market (loan provided for brokerage or

merchant banking, to stock dealer or any kind of 87.58 1.60%

capital market activities)
16) Credit Card 12.90 0.24%
17) Non-bank linancial institutions 21.49 0.39%
18) Bank Acceptance (i.e. LDBP, TDBP) 767.28 13.98%
19) Others 188.04 3.43%

Total Loans & Advances 5488.70 100.00%
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RESIDUAL CONTRACTUAL MATURITY OF LOANS AND ADVANCES:

Particulars Amount in Crore TK.
Up to 1 Month 1722.57
More than 1 Month to 3 Months 886.19
More than 3 Months but not more than 1 year 1,725.25
More than 1 year but not more than 5 years 1.063.32
More than 5 years 91.37
Total 5,488.70

NON PERFORMING ASSETS:

Total non-performing loans and advances was BDT 533.79 crore as on 31.12.2012 while it was BDT
161.87 crore in 2011.

(Tk. In Crore)
Classificafion Status % of Total Loans Quftstanding Amount
Standard 88.22% 4842.16
Special Mention Account (SMA) 2.05% 112.76
Sub-standard (SS) 2.16% 118.41
Doubftful (Dr) 2.01% 110,12
Bad/Loss (B/L) 5.56% 305.26
Total 100.00% 5488.70

MOVEMENT OF NON PERFORMING ASSETS:

The year opening and closing volurme of non performing loans and Advances remains almost at

same level, Movernent of non performing assets during the year is presented in the lollowing table;

Particulars Tk in Crore
1. Opening balance as on 01 January 2012 161.87
2. Additions during the year 402.99
3. Reductions during the year 31.07
4. Closing balance as on 31 December 2012 533.79
Non Performing Assets ( NPAs) to Outstanding Loans and advances 9.73%
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Movement of specific provisions for NPAs is presented in following table:

Particulars Tk in Crore
1. Opening balance 62,73

2. Provisions made during the period 107.09

3. Write-off 0.00

4, Write-back of excess provisions 0.00

5. Closing balance 169.82

EQUITY POSITION RISK

Equity Risk:

Cquity risk is the risk that one’s investments will depreciate because of stock market dynamics causing
one to lose money. Investment of JBL in equity securities is broadly categorized into two parts:
Securities (Shares-common or preference, Mutual Tund) that are traded in the secondary market

(trading book assets) and Un-quoted securities that are categorized as banking book assefts,

The capital charge for equities would apply on their current market value in bank’s trading book. This
capital charge for both specific risk and the general market risk will be at the rate of the required
minimum capital adequacy ratio. This is applied to all instruments that exhibit market behaviour similar
fo equities. The instruments covered include equity shares, whether voting or non-voting, convertible

securities that behave like equities, for example: units of mutual funds, and commitments to buy or sell equity.

QUANTITATIVE DISCLOSURES:

EXPOSURE IN CAPITAL MARKET

Tk. in ¢rore
SI. Total Liabilities as on % of Capital Market
No. Farliculars Amount |46 base date  Exposure to Total Liabilities
a)  Own Portfolio 17.21 0.19%
b)  Loan to own subsidiary/subsidiaries 25.00 1.04%
c) Loan to others for merchant
banking and brokerage 99.10 9095.61 1.09%
activities
d)  Guarantee against loan of own
subsidiary/subsidiaries and others i ol
e) Loan to Stock Dedler - 0.00%
Total Exposure 211.31 2.32%

CAPITAL REQUIREMENTS FOR EQUITY POSITION RISK:

(Tk in Crore)

SI.No. Particulars Amount (Market Value) Weight Capital Charge
1 2 3 4=(2%3)
a) Specilic Risk : 21.74 10% 217
b) General Market Risk; 21.74 10% 217
Total 4.34
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INTEREST RATE RISK IN THE BANKING BOOK (IRRBB)

Interest rate risk is the potential that the value of the on-balance sheet and the off-balance sheet
positions of the bank would be negatively affected with the change in the interest rates. In general,

as rates rise, the price of d fixed rate bond will fall, and vice versa.

Interest rate risk in the banking book arises from mismatches between the future yield of an asset and
their funding cost. The Bank assess inferest rate risk in earning perspective which is fraditional
approach to interest rate risk assessment and obtained by measuring the changes in the Net Interest
Income (NIl} on Net Interest Margin (NIM) i.e. the difference between total interest income and the
total inferest expenses. Asset Liability Committee (ALCO) monitors the interest rate movement on a
regular basis. Duration Gap analysis is one of the technigue by which JBL measures interest rate risk in
the banking book on a quarterly basis. Duration is the measure of a portfolio’s price sensitivity to

changes in interest rates.

QUANTITATIVE DISCLOSURES:

The impact of interest rate movement:

Tk. in Crore
Particulars < 3 months 3-6 months 6-12 months
Total Rate Sensitive Assets 3805.90 1202.00 1140.69
Total Rate Sensitive Liabilites 5720.46 940.32 524.77
Gap -1914.56 261.68 615.92
Curmmulative Gap -1914.56 -1652.88 -1036.96
Regulatory Capital 860.53 860.53 860.53
Total RWA 7044.86 7044.86 7044.86
CAR before Shock 12.21% 12.21% 12.21%
Interest Rate Stress Test Minor Moderate Major
Assumed Increase in Interest Rate 1.00% 2.007% 3.00%
Net Interest Income Impact: <12 months -10.37 -20.74 -31.11
Tax Adjusted Impact -5.96 -11.93 -17.89
Capital after Shock 854.57 848.60 842.64
CAR after Shock 12.13% 12.05% 11.96%
Change in CAR after Shock -0.08% -0.17% -0.25%
Duration GAP 1.00 1.00 1.00
Change in Market Value ol Cquity -94.43 -188.86 -283.28
Tax Adjusted Loss -54.30 -108.59 -162.89
Regulatory Capital (after shock) 806.23 751.94 697.64
Total RWA(aTlter shock) 7027.64 7027 .64 7027.64
CAR dfter Shock 11.47% 10.70% 9.93%
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MARKET RISK

Market risk is the risk that the value of a
portfolio, either an investment portfolio or a
trading portfolio, will decrease due to the
change in value of the market risk factors. The
four standard market risk factors are stock
prices, inferest rates, foreign exchange rates
and commodity prices. The objectives of our
market risk policies and processes are tfo
obtain the best balance of risk and return
whilst meeting custfomers’ requirements. The
primary categories of market risk for the bank

dre:

Interest Rate Risk: The risk of loss resulting
from changes in interest rates. As a result
of mismatch of interest rates on its assets
and liabilities and/or timing differences in
the maturity thereof.

Foreign Exchange Risk: It is the risk fo
earnings and capital arising from adverse
movements in currency exchange rates. It
refers to the impact of adverse movement
in currency exchange rates on the valve
of open foreign currency position and.
There are dlso the risk of detault of the

counter parties and setilement risk.

Equity Risk: It is risk that results from
adverse changes in the value of equity
related portfolios.

Commodity Price Risk: Commodity price risk
arises from changes in commaodity prices
implied volatilities

and in commodity

Direclors’ Repor( 2012

opfions, covering energy, precious metals,
base metals and agriculture. Currenfly we
do not have any exposure in commodity

financing.

MARKET RISK MANAGEMENT:

To manage, monitors & contfrol the above risks
the Bank has Risk Management Committee &
the

Divisional Heads and Seniors Executives and

Asset-Liability Committee comprising
Mid Office ete. They set in every month to
discuss the matters and takes immediate steps
as and when required to mitigate the issves.

rate risk, ALCO

To manage the interest

regularly monitors various ratios and
parameters. Among the ratios, the key ratios
that ALCO regularly monitors are Liquid asset
to total assets, Volatile Liability dependency
ratio, medium term funding ratio and short
term borrowing to Liquid assets ratio. ALCO
the

sensitive gap and duration gap of total

also regularly monitors interest rate

portfolio.

To manage exchange rate risk, bank always
keep its net open position within the limit set
by central bank. Also to manage exchange
rate risk in cross currency, bank always square
its position in cross currency or convert its
to USD.
controlling the risk Bank has made contacts
with

monitors the incoming and outgoing sources &

exposure For monitoring and

several foreign banks and closely

payment schedule of foreign currency.

Jamuna Bank Limited
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Quantitative Disclosure

Capital Required for Market Risk:

Particulars

Capital requirements for:

- Interest rate risk;

- Fquity position risk;

- Foreign exchange risk; and

- Commodity risk

Total Capital Required for Market Risk

OPERATIONAL RISK

Operational Risk is defined as the risk of direct
or indirect loss resulting from inadequate or
failed internal processes, people and systems
or from external events. This definition includes
but
reputation risk.

legal  risk, excludes strategic  and

The operational risk may be of this following
category:

- Internal Fraud.

- External Fraud.

- Employment practices & work plan.

- Clients, products & business practice.
- Damage of physical assets.

- Business disrupt & system failure.

- Execution, delivery & process taka)
management. Sl. | Operational 2012 | 2011 2010 Capital
- Legalrisk. Risk Charge
(15% of Gross
POTENTIAL EXTERNAL EVENTS: Income)
1. Grossincome  580.01 500.78 386.78

Fxternal Fvents that means theft of 2. | last 3 years
information, Hacking Damage. Third party Average 73.38
Theft & Forgery. The Risk Management Unit of annual Gross 489.19
our Bank reviews the external fraud monthly Income
basis and takes necessary action against any
of the above Fxterndl events.
Annual Report 2012 A 154 Jamuna Bank Limited

TK. in Crore

Amount

29.60
4.35
7.58

41.53

POLICIES AND PROCESSES FOR MITIGATING
OPERATIONAL RISK:

The Bank developed a Risk Management unit
and Supervisory Review Committee for
reviewing and managing operational risk as
well as evaluating of the adequacy of capital.
It includes policies outlining the bank’s
approdch to identifying, dssessing. monitoring

and controlling/mitigating the risk-

QUANTITATIVE DISCLOSURE

CAPITAL REQUIRED FOR OPERATION RISK:

Basic Indicator Approach

As on 31.12,2012

{Amount in crore






