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Controlled English translation

Provisions Relating to Minimum Capital Fund

Legal unit

Controlled English translation

Directive No. 1/2082
Provisions Relating to Minimum Capital Fund

In exercise of the authority conferred by Section 79 of the Nepal Rastra Bank Act, 2058, the following directives are issued
regarding the minimum capital fund to be maintained by Class “A”, “B” and “C” institutions licensed by this Bank.

¢ 1. Minimum Capital Fund to be Maintained

Controlled English translation

A licensed institution shall maintain the minimum capital fund ratio in accordance with the following provisions.

* Commercial banks shall maintain the Countercyclical Buffer prescribed in the Capital Adequacy Framework 2015 from
FY 2080/81. For FY 2082/83, such Buffer shall be zero percent.

** Excluding national-level development banks.

R 2. Capital Fund

Controlled English translation

“Capital fund” means the sum of Tier 1 (core) capital and Tier 2 (supplementary) capital.

Class “A” licensed institutions and national-level development banks licensed as Class “B” shall calculate the capital fund
in accordance with the Capital Adequacy Framework, 2015 set out in Schedule 1.1 attached hereto. Class “B” licensed

institutions other than national-level development banks and Class “C” licensed institutions shall calculate the capital fund
in accordance with the Capital Adequacy Framework, 2007 (Updated July 2008) set out in Schedule 1.2 attached hereto.

& 3. Returns to be Submitted in Relation to Capital Fund

Controlled English translation

(a) A licensed bank or financial institution shall maintain the prescribed minimum capital fund ratio at all times.

(b) A licensed bank or financial institution shall prepare the capital fund return in the prescribed format on the basis of the
financial statements as at the end of each month, have it certified by the internal auditor, and submit it through this Bank’s
reporting portal within seven days after the end of each month.

¥ 4. |CAAP Guidelines

Controlled English translation
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Licensed banks and financial institutions shall comply with the Internal Capital Adequacy Assessment Process (ICAAP)
Guidelines issued by this Bank.

« 5. Audit May Be Conducted

Controlled English translation

Where this Bank considers it necessary in order to ascertain the business condition of a bank or financial institution whose
capital fund is inadequate, it may cause a Due Diligence Audit to be conducted, and the cost thereof shall be borne by the
institution concerned.

& 6. Action for Non-compliance with Capital Fund Directives

Controlled English translation

(a) Where a licensed institution fails to comply with the directives relating to capital fund, action shall be taken in
accordance with the Prompt Corrective Action Bylaws, 2074.

(b) If a licensed institution fails to maintain the prescribed minimum capital fund ratio at any time during a financial year, it
shall not be permitted to declare or distribute cash dividends or bonus shares merely on the ground that the prescribed
minimum capital fund ratio has been maintained at the end of that same financial year.

\9 7. Repeal and Saving

Controlled English translation

(1) The following directives previously issued by this Bank are hereby repealed: the directive issued as Directive No. 1/2087
under the provisions relating to minimum capital fund in the Unified Directives, 2081, and all circulars relating to the same
subject issued thereafter up to Magh 2, 2082.

(2) Any acts or actions done or taken pursuant to the directives and circulars repealed under sub-clause (1) shall be
deemed to have been done or taken pursuant to this Directive.
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