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Background

To strengthen global capital and liquidity rules with the goal of promoting a more resilient
banking sector, the Basel Committee on Banking Supervision (BCBS) issued “Basel-III: A global
regulatory framework for more resilient banks and banking systems” in December 2010. The
objective of the reforms was to improve the banking sector’s ability to absorb shocks arising
from financial and economic stress, whatever the source, thereby reducing the risk of spillover
from the financial sector to the real economy. Through its reform package, BCBS also aims to
improve risk management and governance as well as strengthen banks’ transparency and
disclosures. The Basel Committee’s comprehensive reform package also addressed the lessons
of the economic and financial crisis, which began in 2007, by holding insufficient liquidity
buffers and building up excessive on and off-balance sheet leverage that resulted in a gradual
erosion of the level and quality of the capital base.

To comply with 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-IIl) in December 2014 with the instructions to
maintain the minimum capital requirement under pillar 1, an additional capital requirement
under pillar 2 and a market disclosure requirement under pillar 3. Shahjalal Islami Bank Limited
(SJIBL) has given special attention to implement Basel-III inside the Bank. As per Bangladesh
Bank guidelines, SJIBL has formed “Basel Implementation Unit (BIU)” which is under the
supervision of a supervisory committee and includes senior management of the Bank. SJIBL has
an exclusive body named the Supervisory Review Process (SRP) team constituted by the
concerned departmental heads and headed by the Managing Director of the Bank.

Purpose

As part of Basel-IIl 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.

Disclosure Framework o

Shahjalal Islami Bank Limited has adopted the Basel-IIl framework as part of its capital
management strategy in line with the revised Guidelines of Bangladesh Bank and also
developed a set of formal disclosure frameworks approved by the Board of Directors of the
Bank which includes the ‘Qualitative and Quantitative Disclosures’ containing the components
of Scope of Application, Capital Structure, Capital Adequacy, Investment (Credit) Risk,
Equities: Disclosures for Banking Book Positions, Profit (Interest) Rate Risk in the Banking Book
(PRRBB), Market Risk, Operational Risk, Liquidity Ratio, Leverage Ratio and Remuneration of
the Bank.

Consistency and Validation

The quantitative disclosures on Risk Based Capital (Basel-III) are made on the basis of the
audited consolidated financial statements of Shahjalal Islami Bank Limited (SJIBL) and its
subsidiaries for the year ended December 31, 2022. Those are prepared under the historical cost
convention in accordance with the International Financial Reporting Standards (IFRSs).
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As Financial Reporting Standards are yet to be issued by FRC, as per the provisions of FRA
(Section-69), consolidated and separate financial statements of the Group and the Bank,
respectively, have been prepared in accordance with the International Financial Reporting
Standards (IFRSs) and International Accounting Standards (IASs) as adopted by the Institute of
Chartered Accountants of Bangladesh (ICAB) and, in addition to this, the Bank also complied
with the provisions of the “Guidelines for Islamic Banking” issued by Bangladesh Bank through
BRPD Circular No. 15 dated November 09, 2009 with reference to the provisions of the Bank
Companies Act, 1991 and amendment thereon, the Companies Act 1994 and other
circulars/instructions of Bangladesh Bank, the Securities and Exchange Rules 1987 and
Standards issued by the Accounting and Auditing Organization for Islamic Financial
Institutions (AAQIFI), as a member of that organization.

Therefore, information presented in the ‘Quantitative Disclosures’ section can easily be verified
and validated with corresponding information presented in the audited consolidated financial
statements-2022 of SJIBL and its subsidiary. The report is prepared once a year and is available
on the bank’s website (www.sjiblbd.com).
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Total RWAs 236,937 224,653
CET 1 Capital 21,846 19,803
AT 1 Capital 5000 4,729
Tier 1 Capital 26,846 24,532
Tier 2 Capital 7,218 . 9,246
Total Regulatory Capital 34,064 33,778
Tier-1 @6.00% 14,216 = 13,479
Buffer @2.50% 5923 - Hole
3 MCR _  Tier-1 plus Buffer@8.50% 20,139 19,095
' ~ MCR @10% 23,694 22,465
MCR plus Buffer@12.50% 29,617 28,081

4. Surplus/  Tier-1 plus Buffer 6,707 - 5,437
® CET-1 ®Buffer = Add. Tier-1 ® Tier-2 Shortfan MCR Pl s Buffer 4,447 5697

Exposures 392 711 - 375675

5. Leverage Leverage (%) 6.84%  6.53%
RWAs to Exposures (%)  60.33%  59.80%

Tier-2,
3.05% e

Presentation of Information

In this report, the information of Shahjalal Islami Bank Limited is presented on a solo and
consolidated (conso) basis. All amounts in the format of this pillar 3 disclosure are denominated
in Bangladesh Taka, unless stated otherwise. Certain figures in this document have been
calculated using rounded figures.
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1. Scope of Application

Qualitative Disclosures

L
T
i

a) The name of the top corporate
entity in the group to which this
guidelines applies:

Shahjalal Islami Bank Limited (SJIBL)

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. thatare given a deduction
treatment; and
iii. (c) that are neither
consolidated nor deducted
(e.g. where the investment is

risk - weighted).

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
is given below:

Shahjalal Islami Bank Limited

Shahjalal Islami Bank Limited (hereinafter called ‘the
Bank’ or ‘SJIBL’) was established as a Public Limited
Company (Banking Company) 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.
Currently, the Bank is operating its business through head
office having 140 branches, 129 ATM booths, 111 agent
banking outlets and 2,835 employees all over Bangladesh.
The Bank also has a subsidiary company Named
‘Shahjalal Islami Bank Securities Limited” and an offshore
Banking Unit. 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 date), 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-1212.




