Risks Management Function in the Bank

Banking business is all about managing various risks inherent to the business for achieving its objectives
through appropriate trade off between risk and return. The banking business has various inherent risks viz.
Credit risks, Market risks and Operational risks. The bank’s risks management is based upon following strategies:

Identifications of various risks;

Clear understanding of various risks;
Proper assessment of the risks;
Monitoring and managing of risks

PCBL has its plan, policies, manual and working methodology in place to manage all kinds of risks inherent in
the Banking business.

To manage various banking risks, PCBL has established different control mechanisms including segregation of
duties amongst the staffs, formation of various directors and management level committees for different functions
and appropriate delegation of authorities to such committees. Apart from that the bank has strong reporting
system to minimize the banking risks.

Credit Risks

Credit risk reflects the potential inability of a borrower to repay a loan according to the established terms and
conditions of the loan agreement. The bank monitors and manages credit risks for individual borrowers as well
as in portfolio level. The bank periodically reviews credit concentration on different economic sectors and
diversifies its credit portfolios to minimize credit risks.

In order to manage credit risks, PCBL has established sound credit appraisal system and formation of committees
with at least three members in various levels of approval of final credit disbursement. The bank has Credit
Policy Guidelines and other consumer loan product papers approved by the Board of Directors and are strictly
followed during disbursement of any credit. Credit officers conduct regular site visit to borrower's business
before and after disbursement of credit which has supported to establish sound credit risks management
system in the bank. The bank performs analysis of market trend including business trend, value of
collaterals/security and adjust in its policy accordingly to minimize any credit risks.

Apart from that the bank has developed document checklist of all required financial and legal documents for
each credit file to monitor all kinds of legal risks.

Market Risks

Market risks are the risks of loss resulting from change on interest rates, foreign currency exchange etc. PCBL
has established ALM policy approved by the Board of Directors to monitor the Market Risks. Under the ALM
policy, the bank has set up Asset Liability Management Committee chaired by Chief Executive Officer to manage
the Market Risks. The committee periodically discusses on the market trend, liquidity position of the bank,
interest rates to manage all market related risks. The bank periodically performs gap analysis of its Assets and
Liabilities to manage its liquidity risks. The bank manages exchange risks through positions limits for various
foreign currencies.

The bank has also made adequate liquid investment to avoid any kind of liquidity crisis. The bank also performs
gap analysis to monitor interest rate risks. The bank limits its exchange rate risk by stipulating position limit for
various foreign currencies.

Operational Risks

Operational risks are the risks resulting from inadequate/weak internal control process in credit procedures,
operational procedures and /or fraud resulting in losses. Operational risks in general covers all kinds of risks
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