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Market Discipline
Disclosures on Risk Based Capital (Pillar 3 of Basel III)

Basel III is an internationally agreed new set of capital and liquidity standards developed by
the Basel Committee on Banking Supervision in responsie to the financial crisis of 200749. The

objective of the reforms was to manage use of excessive on and off-balance sheet leveragg

gradual erosion of level and quality of capital base, insufficient liquidity buffer, procyclicality
and excessive interconnectedness among systematically important institutions. These factors

are identified for reasons of bank failure. Through its reform package, BCBS also aims to
improve risk management and governance as well as strengthen banks' transparency and

disclosures.

To cope up with the international best practices and to make the bank's capital shock absorbent,

Bangladesh Bank issued 'Guidelines on Risk Based Capital Adequacy (Revised Regulatory

Capital Framework for banks in line with Basel II! in December 2014 with the instructions to
maintain the minimum capital requirement under pillar 1, additional capital requirement undet
pillar 2 and market disclosure requirement under pillar 3. Shahjalal Islami Bank has also

adopted Basel-III framework as part of its capital management stategy in line with the revised

guideline.

As part of Basel-III compliance, Market Discipline (pillar 3) is formulated with a view to
establish more transparent and more disciplined financial market so that stakeholders can

assess the position of a bank regarding holding of assets and to identify the risks relating to the

assets and capital adequacy to meet probable loss of assets.

For the said purposg Shahjalal Islami Bank Limited has developed a set of disclosure

framework containing the key pieces of information on the assets, risk exposures, risk

assessment processes, and hence the capital adequacy to meet the risks.

As per Bangladesh Bank's guidelines, the following componenets are the disclosure requrement
under Pillar 3 of Basel framework:

1. Scope of Application 2. CaPital Structure
3. Capital Adequacy 4. Investment (Credit) Risk
5. Equities: Disclosures for Banking 5. Profit (Interest) Rate Risk in the Banking

Book Positions Book (PRRBB)

7. Market Risk 8. OPerational Risk
9. Liquidity Ratio 10. Leverage Ratio
11. Remuneration.

Consistency and Validation

The quantitative disclosures on Risk Based Capital (Basel-III) are made on the basis of audited
consolidated financial statements of Shahjalal Islami Bank Limited (S[BL) and its subsidiaries
for the year ended December 3'1,, 2020 and prepared under the historical cost convenion in
accordance with Internaional Financial Reporing Standards (IFRSs) and as per provisions of the
"Guidelines for Islamic Banking" issued by Bangladesh Bank through BRPD Circular No. 15
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dated November 09,2009 with reference to the provisions of the Bank Companies Act, 1991 (as

amended) and other circulars/ instrucions of Bangladesh Bank, the Companies Act 1994, the
Securiies and Exchange Rules 1987 and Standards issued by the Accouning and Audiing
Organizaion for Islamic Financial Insituions (AAOIFD, as a member of that organizaion.

Therefore, information presented in the 'Quantitative Disclosures' section can easily be verified
and validated with corresponding information presented in the audited consolidated financial
statements-202O ofSJIBL and its subsidiary. The disclosure is prepared once a year and available
on the bank's website (www.sjiblbd.com).

1. Scope of Application I
a) The name of the top corporate
entity in the group to which this

delines applies:

Qualitative Disclosures
Shahjalal Islami Bank Limited (SJIBL)

The Consolidated Financial Statements of the Bank
include the financial statements of (i) Shahjalal Islami
Bank Limited including Off-Shore Banking Unit (OBU)
and (ii) Shahjalal Islami Bank Securities Limited.

Shahjalal Islami Bank Limited holds 91.79% shares of
Shahjalal Islami Bank Securities Limited. A brief
description of the Bank including OBU and its subsidiary

ven below:
Shahjalal Islami Bank Limited
Shahjalal Islami Bank Limited (hereinafter called 'the
Bank' or 'S]IBL') was established as a Public Limited
Company (Banking Company) as on April 01, 2001 under
the Companies Act 1994 as interest free Islamic Shari'ah
based commercial Bank and commenced its operation on
May 10, 2001 with the permission of Bangladesh Bank.
Presently the Bank is operating its business tfuough
Head Office having 132 branches, Central Processing
Center (CPC), Off-shore Banking Unit (OBU), 110 ATM
booths, 52 agent banking outlets and 2,657 empioyees all
over Bangladesh. The Bank is listed with both the Stock
Exchanges of the country, i.e. Dhaka Stock Exchange
Limited and Chittagong Stock Exchange Limited. The
Bank offers all kinds of Islamic Shari'ah based
Commercial Banking Services to its customers through
its branches following the provisions of the Banking
Companies Act 1991 (as amended up to 2018),

Bangladesh Bank's Directives and directives of other
regulatory authorities and the principles of the Islamic
Shari'ah. The registered office of the Bank is located at
Shahjalal Islami Bank Tower, Plot-4, Block-CWN(C),
Gulshan Avenue, Gulshan, Dhaka-1.212.
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b) An outline of differences in the
basis of consolidation for accounting
and regulatory purposes, with a

brief description of the entities
within the group:
i. that are fully consolidated;
ii. that are given a deduction

treatment; and
iii. (c) that are neither

consolidated nor deducted
(e.g. where the investment is
risk - weighted).

are
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c) Any restrictions, or other major
impediments, on transfer of funds or
regulatory capital within the goup

d) The aggregate amount of capital
deficiencies in all subsidiaries not
included in the consolidation i.e.
that are deducted and name(s) of
such subsidiaries.

Off-shore Banking Unit (OBU)
Off-shore Banking Unit is a separate business unit of
Shahjalal Islami Bank Limited, governed under the rules
and guidelines of Bangladesh Bank. The Bank
commenced the operation of its Off-shore Banking Unit
on December 21., 2008 with the permission from
Bangladesh Bank vide letter no. BRPD (P-
3)744(99)/2008-2800 dated July 24, 2008. The unit is
located at Shahjalal Islami Bank Tower (Level-6), Plot4,
Block-CV{N(C), Gulshan Avenue, Gulshan, Dhaka-1,212.

Agent Banking
Shahjalal Islami Bank Limited obtained permission from
Bangladesh Bank on October 76, 2019 vide reference no.
BRPD (P-3)745(54)/2019-8354 to commence Agent
Banking services and subsequently started commercial
operations on January 02,2020. Till December 31,2020
there were 52 Agent Banking Outlets in 31 districts across
the coun
Shahjalal Islami Bank Securities Limited(SJIBSL)
Shahjalal Islami Bank Securities Limited is a subsidiary
company of Shahjalal Islami Bank Limited incorporated
as a public limited company under the Companies Act
1,994 vide certificate of incorporation no. C - 86977 /1'0
dated September 06, 2010 and commenced its operation
on May 25, 2011.. Presently the company is operating its
business through Head Office with 01 extention office
and 08 branches with 77 employees all over Bangladesh.

The main objective of the company is to carry on business

of stock brokers/dealers in relation to shares and
securities dealings and other services as mentioned in the
Memorandum and Articles of Association of the
Company. It has corporate membership of Dhaka Stock
Exchange Limited and Chittagong Stock Exchange

Limited. Its corporate Head office and Principal place of
business is at DSL Building (3rd floor), 1/C, DIT Avenue,
Dainik Ban la Mor, Moti l, Dhaka-1000.
The rules and regulations of BRPD of Bangladesh Bank
that govern 'single Borrower Exposure Limit' for the
customers are equally applicable for the Bank in
financing its own subsidiaries. Bank is following latest
Bangladesh Bank circular in determining maximum
amount of finance to the subsidiaries of the Bank.

Quantitative Disclosures
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2. Capital Structure

a) Summary information on the
terms and conditions of the main
features of all capital instruments,
especially in the case of capital
instruments eligible for inclusion in
Common Equity Tier-1, Additional
Tier-1 or Tier -2.

ualitative Disclosures
As per Guidelines on Risk Based Capital Adequacy of
Bangladesh Bank, the regulatory capital of Bank is

classified into two tiers which will consist of sum of the
following categories:

1. Tier-1 Capital (going-concern capital) divided into
two categories which are

a) Common Equity Tier-7 capital ol SIIBL consists of
Paid-up Capital, Statutory Reserve, Retained
Earnings and Minority Interest in Subsidiaries.

b) Ailditional Tierl capital (There are no such capital
components in the capital portfolio of SJIBL since the
Bank did not issue any instruments that meets the
qualifying criteria for Additional Tier-1 Capital).

2. Tier2 Capital (gone-concern capital) of SJIBL consists
of General Provisions and Mudaraba Subordinated
Bond/ Debt issued by the Bank meeting the qualifying
criteria for Tier-2 Capital.

titative Disclosures

ierl Ca tal Core Ca

Particulars

ital
Consolidated

9,800.92

6,959.87

2.88

1,,206.06

226.88

(32e.80)

17,866.87

3,207.47

6,720.00

9,927.47
27,794.28

1.

11.

111

lv.

vt.

b Total CETlrlfier 1 Ca ital itoiv
Tier 2 Capital (Supplimentary Capital)

vll

vl11

Total Tier 2 Ca ital vii to viiic
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Addltlotrd
Tier-1

fler- 1
Crpltal

Solo

9,800.92Fully paid-up capital
6,959.87Statutory reserve

General reserve
1.,187.96Retained earnings

Minoritv interest in subsidiaries
Regulatory Adjustments: Shortfall in provisions required
against investment in shares

77,948.75

3,159.50
General provision against unclassified investments/loans
and off balance sheet exposures (including OBU)

6,720.00
Subordinated debt/ instruments issued by the Banks that
meet the qualifying criteria for Tier 2 capital

9,879.50

.,J:r

a

d) Total Regulatory/Eligible Capital (b+c) 27,828.25

Cornmon Equlty
Tier'1

Taka in Million
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Tier 1 Components (Solo Basis)
Retained

earnings,6.627o

64.501ll, 64.28%
35.50% 35,720/0

Statutory
reserve/
38.78%

Fully
paid-up
capital,
54.6t70

Solo Conso

3. Ca Ade ua

a) A summary discussion of the
Bank's approach to assess the
adequacy of its capital to support
curent and future activities.

Qualitative Disclosures
Shahjalal Islami Bank Limited with its focused strategy
on risk management has always been consistent in
maintaining Capital to Risk Weighted Assets Ratio above
the regulatory requirements. The Bank has been
successfully managing the incremental growth of Risk
Weighted Assets (RWA) by ensuring diversification of
the portfolio in SME, Agricuture, Retail and Corporate
segments. However, RWA is also managed by taking
collaterals against investments. The Bank Management
strives to ensure external credit rating is duly done by the
investment clients.

The Bank has adopted Standardized Approach (SA) to
calculate the RWA for Investment Risk and to calculate
the capital charge for market risk. On the other hand,
Basic Indicator Approach (BIA) is adopted to calculate
the capital charge for operational risk. Assessment of
capital adequacy is made against the total RWA under
the said three (03) approaches.

Rt\40

Composition of Capital

Stardardlzed App{oach tor
lnwstment Risl

Sta*dardhedAmroa* Ior
Market Risk

MCR

&*ic Indlcalor Apxoach ior
Ogerational R.is*
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Particulars

b) Capital uirements for Investment Credit Risk

Ca ital r uirements for Market Risk

The Bank has maintained Capital to Risk Weighted
Assets Ratio (CRAR) ot 13.72% & L4.1.9% on the basis of
"Consolidated" and "Solo" respectively against the
minimum regulatory requirement of 12.50% (MCR 10%

+ Conservation Buffer 2.50%). The Bank's policy is to
manage and maintain adequate capital that is sufficient
to absorb all material risks associated with the Bank and
to comply with regulatory requirements and to satisfy
the external rating agencies and all other stakeholders
including depositors. The main objective of the capital
management process in the Bank is to ensure that Bank

has adequate capital to meet up its losses.

titative Disclosures
TakainMi

17,865.53

c 588.40

d Ca ital r uirements for ational Risk 1,808.09

MinimumCa ital R uirement c+d 20,262.02

Total Re lator Ca ital 27,794.28

Total Risk Wei ted Assets RWA 202,620.25

e tal to Risk-wei ted AssetRatio CRAR iii to iv 73.72%Ca
i. CET 1 ca ital ratio 8.82%

ii. AT 1 ca tal ratio
iii. Total Tier 1 ca tal ratio itoii 8.82%

iv. Tier-2 ca ital ratio 4.90%

Ca ital Conservation Buffer 250% 2.82%

Available Ca ital under Pillar 2 R uirement* 2,466.75
*After deduction of Minimum Capital Requirement and Capital Conservation Buffer from Total

Regulatory Capital

89,3loh

,920h I Solo

I Consolidated

2.

b 5

Solo
77,51,8.1,0

1,683.83

19,615.50
27,828.25

L96,-t54.99
14.79%

9.1,5%

5.04%
3.L57.

3,308.88

Investment Risk
Market Risk

Operational Risk

413.57

9.L57.

Capital Requirement Under Pillar-I

88.t7'

RMD
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4. Investment (Credit) Risk
Qualitative Disclosures

a)The general qualitative disclosure requirement with respect to investment (credit) risk,

including:
i) Definitions of past due and

impaired (for accounting
purposes)

will be treated as Im ired PI
Bangladesh Bank issued Circulars from time to time for
strengthening Investment (Credit) discipline and brings
provisioning. All Investments/Loans & Advances will be
grouped in to four (4) categories for the purpose of
classif ication, namely
(a) Continuous Investment (Loan): The Investment accounts
in which transactions may be made within certain limit and
have an expiry date for full adjustment will be treated as

Continuous Investment. Examples are: Cash Credit, Overdraft
etc.

(b) Demand Investment (Loan): The Investments that become
repayable on demand by the Bank will be treated as Demand
Investment. If any contingent or any other liabilities are turned
to forced investment (i.e. without any prior approval as regular
investment) those too will be treated as Demand Investment.
Such as: Forced Investment against Imported Merchandise,
Payment against Document, FBP and IBP etc.

(c) Fixed Term Investment (Loan): The Investments, which are
repayable within a specific time period under a specific
repayment schedule, will be treated as Fixed Term Investment.

(d) Short Term Agricultural & Micro Investment (Loan):
Short-term Agricultural Investment will include the short-term
investments as listed under the Annual Credit Proglamme
issued by the Agricultural Credit and Financial Inclusion
Department (ACFID) of Bangladesh Bank. Investments in the
agricultural sector repayable within 12 (twelve) months will
also be included herein. Short-term Micro-Credit will include
any micro-credit not exceeding an amount determined by the
ACFID of Bangladesh Bank from time to time and rePayable
within 12 (twelve) months, be those termed in any names such
as Non-agricultural credit, Self-reliant Credit, Weaver's Credit
or Bank's individual project credit.
The above Investments (Loans) are classified as follows:

8lPage
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Past Due: As per Bangladesh Bank guidelines, any Investment
if not repaid within the fixed expiry date will be treated as Past
Due.

Impaired: An Investment where profit and.f or installment of
principal remain for more than 90 days in respect of a

Continuous Investment, Demand Investment or a Term
Investment etc. except Term Investment below Tk.1 million
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n Classification
Types of Facility

12 Months or more but less
than 36 months

A Continuous Investment, Demand or a Term Investment which will remain overdue for a period of 02
(two) months or more will be put into the "Special Mention Account (SMA)".

Every business line as well as the overall economic activities got severely affected and influenced by
Covid-19. Taking this into consideration, Bangladesh Bank issued BRPD cfucular # 17 dated September
28,2020 instructed to facilitate deferral facilities to the borrowers without applying the above frame of
lnvestment Loan anu 01,,2020 to December 31, 2020.

ii) Description of approaches
followed for specific and general
allowances and statistical methods;

Provision for Investments is created for covering the
Bank from possible investment losses in the future.
General provision is made on the outstanding amount of
investments without considering the classified status
following the prescribed rate of Bangladesh Bank.
Classified investments of the Bank are categorized as
Sub-standard, Doubtful and Bad & Loss as per
Bangladesh Bank circulars. For investments which are
classified, specific provision is created netting off eligible
security value and profit suspense from the outstanding
amount. Provision for off balance sheet items is made as
per BRPD circular no. 14 dated September ?i,2012 lor
covering the Bank for possible losses in the future. Profit
accrued on Sub-standard, Doubtful and Bad & Loss
investments is transferred to profit suspense account and
not consider as profit income. This profit is recognized as
profit income when it realized in cash by the Bank as per
latest circular of Bangladesh Bank. Investment are
written off to the extent that (i) there is no realistic
prospect of recovery, and (ii) against which legal cases
are filled and classified as bad & loss as per BRPD
circular no. 01 dated January 13, 2003 and 13 dated
November 07, 2013. However, these write off will not
undermine/affect the claim amount against the client of
Investments. Detailed memorandum records for all such
write off accounts are meticulously maintained and
followed up.

The Bank is required to maintain the following general
and specific provision in respect of un-classified and
classified investments on the basis of Bangladesh Bank
guidelines issued from time to time. Rates of provision
are noted below:

Overdue Period Overdue PeriodOverdue Period

6 Months or more but less

than 9 months
9 Months or
more

More than Tk.1
million

3 Months or more but less
than 5 monthsFixed Term

Investment

36 Months or more but less
than 60 months

60 Months or
more

Agricultural &Short-term
Micro Credit
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Sub Standard (SS) Doubtful (DF) I Bad & Loss (BL)

Continuous Investment &
Demand Investment

3 Months or more but less I 5 Months or more but less 9 Montls or
than 6 months than 9 months more

Up to
million

Tk.I 6 Months or more but less
than 9 months

9 Months or more but less 12 Months or
than 12 months more

Investment

classification dated from
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Types of Investments

Medium Enterprise Financing under SMEF

Short-term Agricultural Credit and Micro Credit
Investment to Stock Dealers & Stock Broker

All Other Credit
StafI Investment
Off Balance Sheet Exposures

Special General Provision for COVID-19

iiD Discussion of the Bank's
investment risk management policy

Rates of Provision
Un-classified (UC) Classified
STD SMA SS DF BL

Cottage, Micro & Small Investments Under CMSME 0.25y. 0.25% 5% 20% 700y"

-

0.25v" 0.257" 20y. 50y. 100y"

2?. 20% 50% 100%^ Invesrment to Professional 2%
LOnSUmer
--."^*-:"* Investment for House Building ^l%

Fmancrng other than House Building & ijrofessional 2%
^t%

2%

2%

50% 100%

s00/. ^t00%

20% 507. 100%

207" 50% 700%

5% 5% 100v.

0%

1,%

207" 50% "t00%

N/A N/A N/A

1%

17o

20%
20./"

7% L%

0y.

20% 50% 1.00%

N/A
BRPD Circular letter no. 56,

Date: December 1.0, 2020

The Board of SIIBL approves the Investment Risk Manual
(IRM) keeping in view relevant Bangladesh Bank
guidelines to ensure best practice in investment risk
management and maintain quality of assets. Authorities
are properly delegated ensuring check and balance in
investment operation at every stage i.e. screening,
assessing, identification, management and mitigation of
investment risk as well as monitoring, supervision and
recovery of investments with provision for Early
Warning System (EWS).
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