


Specific Provision for Short-Term Agricultural and Micro-

Credits
All credits except 'Bad/Loss' 5%
Bad/Loss 100%

iii) Discussion of the
Bank’s credit risk
management policy

The Bank has adopted numerous strategies to manages its credit risk

including:

e Creating credit risk awareness culture

Approved credit policy by the Board of Directors

Separate credit risk management division

Formation of law and recovery division

Formation of Recovery Team with Senior Executives

Independent internal audit and direct access to Board/Audit committee
Credit quality and portfolio diversification

Early warning system
Provision and suspension of interest

Counterparty credit rating
Strong NPL management system

Scientific lending and credit approval process

Quan

titative Disclosures

(b)

Total gross credit risk
exposures broken down by
major types of credit
exposure.

Total Gross Credit Risk exposures broken down by major types of credit exposure

as on December, 2016 is as under:

Particulars BDT in Crore
Term Loan 4,376.17
Time Loan 1,413.68
Packing Credit 154.82
Loan against Trust Receipt (LTR) 458.17
Lease Finance 113.25
EDF Loan 780.91
Loan General 59.79
House Building Loan 289.06
Hire Purchase 532.68
Payment Against Documents (PAD) 36.98
Cash Credit (Hypo) 1,217.96
Overdraft 2,301.52
Home Loan Scheme Refinance 0.53
Personal Loan 15.07
Consumer Credit Scheme 1.08
Consumer Finance 118.29
Other Credit Scheme 0.18
Staff Loan 114.25
Credit Card 28.48
Small and Medium Enterprise (SME) Loan 1,454.30
Agricultural Credit 319.80
Bill Purchased and Discounted-Inland 284.09
Bill Purchased and Discounted-Foreign 1,020.20
Total 15,091.25

(c)

Geographical distribution of
exposure, broken down in
significant areas by major
types of credit exposure

Geographical Distribution of total exposure as on December, 2016 is as under:

Particulars | BDTin Crore

Urban:

Dhaka 9,965.11
Chittagong 2,694.43
Rajshahi 963.57
Sylhet 100.51
Khulna 120.98
Rangpur 114.66
Barisal 119.77
Sub-Total (A) 14,079.03




Rural

Dhaka 441.61
Chittagong 428.75
Rajshahi 118.42
Sylhet 7.75
Rangpur 8.98
Barisal 6.70
Sub-Total (A) 1,012.22
Grand Total (A+B) 15,091.25

(d)

Industry or counterparty
type distribution of
exposures, broken down

Industry or counterparty type distribution of exposures, broken down by major

types of credit exposure.

by major types of credit Particulars BDT in Crore

exposure Garments 2,681.42
Trading 1,193.80
Engineering 2,107.51
Contractor Finance 96.92
Leasing Company 366.45
Housing 763.26
Food, Food product, Beverage, Edible oil etc 1,176.84
Pharmaceuticals 254.11
Tele-communication 51.11
Transport 272.01
Leather & Leather Product 192.91
Jute Industries 205.89
Textile 460.42
Information Technology 37.51
Hospital & Medical Service 16.29
Paper, Paper Production & Publication 260.90
Plastic & Plastic Materials 95.68
Storage 45.25
Glass & Glass Product 0.00
Agriculture 319.80
SME Loan 1,454.30
Credit Card 28.44
Consumer Loan 156.97
Loans to Brokerage House 164.10
Others 2,689.34
Total 15,091.25

(e) Residual contractual | Residual contractual maturity breakdown of total BDT in Crore

maturity breakdown of the | exposure as on December, 201 6 is as under:

whole portfolio, broken

down by major types of Up to 1 (one) month 2,749.49

credit exposure Over 1 (one) month but not more than 3 (three) months 2,489.49
Over 3 (one) months but not more than 1 (one) year 5,113.15
Over 1 (one) year but not more than 5 (five) years 3,122.32
Over 5 (five) years 1,616.79
Total 15,091.25

()

By major industry and counter party type:

i) Amount of impaired loans
and if available, past due
loans, provided separately

Impaired Loan under 4 (four) broad catego ries as on December 31, 201 6 is

as under

Particulars BDT in Crore
Continuous Loan 246.59
Demand Loan 115.83
Term Loan 411.86
Short Term Agro Credit and Micro Credit 0.31
Total 774.59




ii) Specific and general According to Bangladesh Bank’s guideline, Specific and general provisions

provisions; and made as on December 31, 2016 is as under
Particulars BDT in Crore
General Provision (including SMA & OBU) 391.66
Specific Provision (SS, DF, Bad/Loss) 311.71
Provision for Off-balance Sheet Exposure 79.31
iii) Charges for specific During the year 2016 following provisions were made on un classified,
allowances and charge-offs | classified and off-balance sheet exposure as per Bangladesh Bank’s
during the periods guideline
Particulars BDT in Crore
Provision against Un Classified Loans 21.27
Provision against Classified Loans 55.95
Other Provision (Off Balance Sheet Items) 17.67
(g) | Gross non-performing Gross non-performing assets as on December 31, 2016 is as under
assets (NPAs):
Particulars BDT in Crore
Gross non-performing assets (NPAs):
Non-performing Assets (NPAs) to Outstanding Loans & 5.13%
Advances
Movement of Non Performing Assets
Opening balance 625.07
Additions 361.97
Reductions 212.45
Closing Balance 774.59
Movement of specific provisions for NPAs
Opening balance 255.09
Recoveries of amount from pre-written off 0.74
Provisions made during the period 55.95
Write-off 0.08
Write-back of excess provisions -
Closing Balance 311.71

e) Equities: Disclosure for Banking Book Positions

Qualitative Disclosures

(a) | The general qualitative disclosure requirement with respect to equity risk, including:

Differentiation between holdings on | MBL's total equity share holding comprises of two purposes i.e.
which capital gains are expected and | capital gain and other strategic reason like equity participation and
those taken under other objectives | investment diversification. MBL is the director of IDLC finances Ltd.
including for relationship and strategic | and sole purpose of such investment is not capital gain, rather
reasons. maintain relationship as well as diversify its investment portfolio.

Investment in equity securities are broadly fall under 2 categories:

» Quoted Securities
(traded in the secondary market; trading book assets)
» Unquoted Securities

(not traded in secondary market; banking book assets)




Discussion of important policies
covering the valuation and accounting
of equity holdings in the banking book.
This includes the accounting techniques
and valuation methodologies used,
including key assumptions and
practices affecting valuation as well as
significant changes in the practices.

Quoted shares are recorded at cost prices and after every quarter
end if the total cost of entire portfolio is higher than the market
value, provision is maintained to the extent of differential amount of
cost and market value of the portfolio as per terms and condition of
regulatory authority. On the other hand, unquoted share is valued at
cost price or book value as per latest audited accounts.

Quantitative Disclosures (BDT in Crore)
Particulars Solo | Consolidate
(b)
of those investments; for quoted securities, a comparison to publicly quoted
share values where the share price is materially different from fair value.
e Quoted shares 57.53 57.53
e  Un Quoted shares 807.38 807.38
(c) The cumulative realized gain (losses) arising from sales and liquidations in
the reporting periods.
e Realized gain (losses) from equity investments 0.23 0.23
(d) Total unrealized gains (losses) 84.25 84.25
Total latent revaluation gains (losses) - -
Any amount of the above included in tier 2 Capital - -
(e) Market value of investment in equities as on December 31, 2016 141.78 141.78
Specific Risk- Capital Requirement is 10% of the said value 14.18 14.18
Market value of investment in equities as on December 31, 2016 141.78 141.78
General Risk- Capital Requirement is 10% of the said value 14.18 14.18

f) Interest rate risk in the banking book (IRRBB)

Qualitative Disclosures

(a)

The general qualitative disclosure requirement
including the nature of IRRBB and key
assumptions, including assumptions regarding
loan prepayments and behavior of non-
maturity deposits, and frequency of IRRBB
measurement.

Interest rate risk in the banking book arises from mismatches
between the future yield of an assets and their funding cost.
Assets Liability Committee (ALCO) monitors the interest rate
movement on a regular basis. MBL measure the Interest Rate
Risk by calculating Duration Gap i.e. positive Duration Gap
affects bank’s profitability adversely with the increment of
interest rate and negative Duration Gap increase the bank’s
profitability with the reduction of interest rate.

Quantitative Disclosures

(b) Increase of Interest Rate will affect the Bank in the following ways:
. . . . Minor Moderate Major

The increase (decline) in Particulars Shock Shock Shock

earnings or economic value ( Magnitude of Shock 1% 2% 3%

or relevant measure used by 5 a4ion Gap (Years) 0.75 0.75 0.75

management) for upward and Total Regulatory Capital

downward rate shocks (BDT in Cr) 2,236.72 2,236.72 2,236.72

according to management’s Risk Weiahted Assels

method for measuring IRRBB, (BDT in (?r) 17,170.42 17,170.42 17,170.42

?éf;fg:]gow” by currency (as |"cRAR 13.03%. 13.08% 13.03%
Revised Capital (After Shock) 2,087.70 1,938.67 1,789.65
Revised RWA 16,627.49 16,627.49 16,627.49
Revised CRAR (%) 12.56% 11.66% 10.76%

d) Market Risk

Qualitative Disclosures

(a) Views of BOD on
trading/investment activities

Market Risk is the possibility of losing assets in balance sheet and off-
balance sheet positions arising out of volatility in market variables i.e.
interest rate, exchange rate and price. Total capital requirement for MBL
against its market risk is the sum of the following




i) Interest Rate risk

i) Equity position risk

iii) Foreign Exchange risk

iv) Commodity risk
All the Market Risk related policies/guidelines are duly approved by BOD.
The BOD sets limit, review and update the compliance on regular basis
aiming to mitigate the Market risk.

Methods used to measure
Market risk

In order to calculate the market risk for trading book purposes the Bank
uses Standardized (rule based) Approach where capital charge for
interest rate risk, price and foreign exchange risk is determined
separately. For instance, MBL’s total market risk is calculated as below:

i) Capital Charge for interest Rate Risk = Capital Charge for
Specific Risk + Capital Charge for General Market Risk.

ii) Capital Charge for Equity Position Risk = Capital Charge for
Specific Risk + Capital Charge for General Market Risk.

iii) Capital Charge for Foreign Exchange Risk = Capital Charge for
General Market Risk.

iv) Capital Charge for Commodity Position Risk = Capital Charge
for General Market Risk.

Market Risk Management
system

Treasury Division and International Division manage the Market Risk with
the help of Asset Liability Committee (ALCO) and Asset Liability
Management (ALM) Desk.

Policies and Processes for
mitigating market risk

Policy for managing Market Risk has been set out by the Board of
Directors of the Bank where clear instructions has been given on Loan
Deposit Ratio, Whole Sale Borrowing Guidelines, Medium Term Funding,
Maximum Cumulative Outflow, Liquidity Contingency Plan, Local
Regulatory Compliance, Recommendation / Action Plan etc. Furthermore,
special emphasis has been put on the following issues for mitigating
market risk:

o Interest Rate Risk Management

Treasury Division reviews the risks of changes in income of the Bank as a
result of movements in market interest rates. In the normal course of
business, the Bank tries to minimize the mismatches between the
duration of interest rate sensitive assets and liabilities. Effective Interest
Rate Risk Management is done as under:

o Market Analysis

Market analysis over interest rate movements are reviewed by the
Treasury Division of the Bank. The type and level of mismatch interest
rate risk of the Bank is managed and monitored from two perspectives,
being an economic value perspective and an earning perspective.

e  Gap Analysis

ALCO has established guidelines in line with central Bank’s policy for the
management of assets and liabilities, monitoring and minimizing interest
rate risks at an acceptable level. ALCO in its regular monthly meeting
analyzes Interest Rate Sensitivity by computing GAP i.e. the difference
between Rate Sensitive Assets and Rate Sensitive Liability and take
decision of enhancing or reducing the GAP according to prevailing market
situation aiming to mitigate interest rate risk.

e Foreign Exchange Risk Management

Risk arising from potential change in earnings resulted from exchange
rate fluctuations, adverse exchange positioning or change in the market
prices are considered as Foreign Exchange Risk. Treasury and
International Division manage this risk in the following fashion:




®,

« Continuous Supervision

Bank’s Treasury Division manages and controls day-to-day trading
activities under the supervision of ALCO that ensures continuous
monitoring of the level of assumed risks. Treasury Division monitors the
foreign exchange price changes and Back Office of the Treasury Division
verifies the deals and passes the entries in the books of account.

« Treasury Back Office separated from Treasury Front Office

Treasury Back Office is conducting its operation in separate locations
apart from the Treasury Front Office. Treasury Back Office is responsible
for currency transactions, deal verification, limit monitoring and settlement
of transactions independently. Treasury Back Office gathers the market
rates from an independent source other than dealers of the same
organization, which helps to avoid any conflict of interest.

< Mark-to-Market Method for Approved Securities and Foreign
Exchange Revaluation

All foreign exchange reserves and balances along with approved
securities are revalued at Mark-to-Market method according to
Bangladesh Bank’s guidelines. Such valuations are made after specific
time interval as prescribed by Bangladesh bank.

% Nostro Accounts

Nostro accounts are maintained by the Bank with various currencies and
countries. These Accounts are operated by the International Division of
the Bank. All Nostro accounts are reconciled on monthly basis. The
management reviews outstanding entry beyond 30 days for settlement
purpose.

o Equity Risk Management

Equity Risk is the risk of loss due to adverse change in market price of
equities held by the Bank. Equity Risk is managed by the following
fashion:

% Investment Portfolio Valuation

Mark-to-Market valuations of the share investment portfolio is followed in
measuring and identifying risk. Mark-to-Market valuation is done against a
predetermined cut loss limit.

< Diversified Investment to minimize Equity Risk
MBL minimizes the Equity Risks by Portfolio diversification as per
investment policy of the Bank.

« Margin Accounts are monitored very closely

Where Margin loan is allowed, security of investment, liquidity of
securities, reliability of earnings and risk factors are considered and
handled professionally.

Quan

titative Disclosures

(BDT in Crore)

Solo Conso

Particulars .
lidate
. . Interest Rate Risk 2458 | 24.58
Capital requirement for: Equity Position Risk 28.36 | 28.36
Foreign Exchange Risk 8.84 8.84

Commodity Risk - -

Total Capital Requirement for Market Risk 61.78 | 61.78




h) Operational Risk

Qualitative Disclosures

(a)

Views of BOD on system to
reduce Operational Risk

All the policies/guidelines including Internal Control and Compliances and
Board audit are duly approved by BOD. Audit Committee of the Board
directly oversees the activities of internal control and compliances aiming to
check all types of lapses and irregularities inherent with operational activities
of the Bank and thereby may create a notable downfall risk for the Bank.

Operational risk includes legal risk, but excludes strategic and reputation
risk. Operational Risk includes:
e Transaction processing
Operation control
Technology and systems
Risks of physical and logical security
Unique risk arises due to outsourcing

Performance gap of executives
and staffs

The BOD of the Bank is always keen to provide a competitive, attractive and
handsome remuneration package for its employees. Besides, the
recruitment policy of the Bank always emphasizes on sorting out fresh
graduate from the reputed universities and nurture them until transformation
to a ‘Human Capital’ of highest quality. Besides, the Bank’s name and fame
as top tier Bank of the country acts as moral boosting factor for the
employees. An accommodating, welcoming, co-operative and congenial
work atmosphere motivates its employees to act as a family towards
achievement of goal. As such, there exists no performance gap in the Bank.

Potential external events

No potential external events have been detected yet at the time of reporting
of the capital accord.

Policies and processe
mitigating operational risk

Operational Risks results from inadequate or failed internal process, people
and systems or from external events. Within the Bank, Operational Risk may
arise from negligence and dishonesty of the employees, lack of
management supervision, inadequate operational control, lack of physical
security, poor technology, lack of automation, non- compliance of regulatory
requirements, internal and external fraud etc. Operational Risk Management
Framework has been designed to provide a sound and well-controlled
operational environment and thereby mitigate the degree of operational risk.

Approach for calculating capital
charge for operational risk

Operational Risk is defined as the risk of loss resulting from inadequate or
failed internal processes, people and system or from external events. The
Bank use Basic Indicator Approach for calculating capital charge against
operational risk i.e. 15% of average positive annual gross income of the
Bank over the last three years.

Quan

titative Disclosure

(b)

Particulars

Solo | Consolidate

BDT in Crore

Capital requirements for Operational Risk

158.18

157.27 |

i) Liquidity Ratio

Qualitative Disclosures

(a)

Views of BOD on system to
reduce Liquidity Risk

Board of Directors of the Bank always has been giving utmost importance to
minimize the liquidity risk of the bank. In order to reduce liquidity risk strict
maintenance of Cash Reserve Ratio (CRR) and Statutory Liquidity Reserve
(SLR) are also being emphasized on a regular basis.




Apart from these as a part of Basel-lll requirement Liquidity Coverage Ratio
(LCR) and Net Stable Funding Ratio (NSFR) are also maintained under the
guidance and sharp insight of our honorable Board of Directors.

Methods used to measure

In order to measure liquidity risk various methods are being used which are

Liquidity Risk as follows:

e GAP analysis is being done regularly that deals with the mismatch of
assets and liabilities in different time buckets like 0-30 days, 31-90
days, 91-180 days, 181-270 days, 271-365 days and beyond 1 year. In
our monthly ALCO paper we show this GAP analysis based on which
different strategic decisions are taken in order to reduce liquidity risk
that may arise due to the mismatch between assets and liabilities.

e Cash flow forecasting is another technique to measure liquidity risk that
may arise due to future cash flow mismatch. In our monthly ALCO
paper we show this cash flow forecasting.

Liquidity = Risk  Management | As a part of liquidity risk management system we have board approved

System liquidity contingency plan. In this liquidity contingency, plan we have
incorporated all the strategic decision to tackle any sort of liquidity crisis. As
per the Bangladesh Bank ALM guideline this liquidity contingency plan is
reviewed annually which is approved by the Board of Directors.

Policies and processes for | We have board approved policies for mitigating liquidity risk. This policy is

mitigating Liquidity Risk

reviewed annually and placed before the Board of Directors for their kind
approval.

Quantitative Disclosure

(BDT in Crore)

Liquidity Coverage Ratio (LCR) 101.96%
Net Stable Funding Ratio (NSFR) 102.27%
Stock of High quality liquid assets 3,662.59
Total net cash outflows over the next 30 calendar days 3,592.18
Available amount of stable funding 17,081.57
Required amount of stable funding 16,701.82

j) Leverage Ratio

Qualitative Disclosures

(a)

Views of BOD on system to
reduce excessive leverage

Leverage is an inherent and essential part of modern banking business. In
other words, banks are highly leveraged organizations which facilitate
leverage for others. Leverage, in simple terms, it is the extent to which a
bank funds its assets with borrowings rather than capital. More debt relative
to capital means a higher level of leverage.

Banks have a range of financial incentives to operate with high leverage.
But it creates risk when it crosses a certain point. Therefore, the board
views that sound prudential controls are needed to ensure that the
organization maintains a balance between its debt and equity. The board
also believes that the bank should maintain its leverage ratio on and above
the regulatory requirements which will eventually increase the public
confidence on the organization.




Policies and processes for
mitigating excessive on and off
balance sheet leverage

The leverage ratio is a non risk based approach to the measurement of
leverage. The ratio acts as a ‘backstop’ against the risk-based capital
requirements and is also designed to constrain excess leverage. The
leverage ratio is intended to achieve the following objectives:

a) Constrain the build-up of leverage in the bank
b) Reinforce the risk based requirements with an easy to understand and a
non-risk based measure.

Under Basel Ill, the Bank has to maintain a minimum Tier 1 Leverage ratio
of 3% is being prescribed both at solo and consolidated level.

To manage excessive leverage, the bank follows all regulatory requirements
for capital, liquidity, commitment, Advance Deposit Ratio (ADR), Maximum
Cumulative Outflow (MCO), large exposures as well as risk management
which are eventually reinforcing standards set by Bangladesh Bank. The
aim is to ensure that the high leverage inherent in banking business models
is carefully and prudently managed.

Approach for Calculating
exposure

Leverage ratio refers to the ratio between Bank’'s Tier 1 capital (as
numerator) and total exposure (as denominator). Total exposure includes
both balance sheet exposures and off-balance sheet exposures after
related deductions.

Tier 1 Capital (after related deductions)

Leverage Ratio=
Total Exposure (after related deductions)

The capital measure for the leverage ratio is based on the Tier 1 capital
after related deductions.

The exposure measure for the leverage ratio follows the accounting
measure of exposure. In order to measure the exposure consistently with
financial accounts, the followings

are applied by the bank:

e On balance sheet, non-derivative exposures will be net of specific
provisions and valuation adjustments.

e Physical or financial collateral, guarantee or credit risk mitigation
purchased is not considered to reduce on-balance sheet exposure.

e Netting of loans and deposits is not considered.

e Off-balance sheet (OBS) items are calculated by applying a uniform
100% credit conversion factor (CCF). For any commitments that are
unconditionally cancellable at any time by the bank without prior
notice, a CCF of 10% is applied.

Quantitative Disclosure

(BDT in Crore)

Particulars Solo Consolidated
Leverage Ratio 6.23% 6.24%
On balance sheet exposure 20,101.03 20,191.83
Off balance sheet exposure 2,891.95 2,891.95
Total exposure
(After deduction from On and Off balance sheet exposure) 22,983.46 23,074.25




k) Remuneration

Qualitative Disclosures

(@)

Information relating to the bodies
that oversee remuneration.

The Human Resources Division comprises of 9 officials (2-executives and 7
officers) including Divisional Head. Human Resources Division (HRD), Head
Office of the Bank oversees the remuneration and the Division is directly
supervised by the Managing Director of the Bank. The Board/Executive
Committee of the Bank approves remuneration policy time to time.

The Bank does not take any external consultants in preparing remuneration
policy.

The remuneration policy shall apply to all regular employees of the Bank
and ensures its Pay Scale equal grade benefit of the employees as per their
respective grade. Remuneration Committee of the Bank also oversees its
two subsidiaries i.e. MBL Exchange House (UK) Limited and MBSL.

The senior management or employees who can take, or influence the taking
of, material risk for Bank or for a material business unit are considered as
material risk takers, such as;

Designation No of Employee No. of Employee
Managing Director & CEO 1
Additional Managing Director 1
Deputy Managing Director 3
Senior Executive Vice President 9
Executive Vice President 7
Senior Vice President 21

Information relating to the design
and structure of remuneration
processes.

Mercantile Bank always considers employee benefits to make them
comfortable and get their commitment. Our human resources management
comply a fair process by using a performance based system. Our
remuneration policy is the same in all branches and head office level. There
is no incident of discrimination in terms of remuneration provided to male
and female employees.

We believe that competitive remuneration creates opportunity to maintain
and retain the performing and brilliant officers and executives in the Bank.
The overall objective of the Bank’s remuneration policy is to establish a
framework for attracting, retaining and motivating employees, and creating
incentives for delivering long-term performance.

During the past year, the Bank did not review its remuneration policy.

(c)

Description of the ways in which
current and future risks are
taken into account in the
remuneration processes.

The following key risks have been taken into account when implementing
remuneration measures; Keeping consideration of morality of the employees
and posting better result, reduce turnover, retain the experienced and
productive officials, free from biased etc.

Description of the ways in which

the bank seeks to link
performance during a
performance measurement
period with levels of

remuneration.

Now Banking industries becomes very competitive. In the Banking sector
performance plays a very vital role on determining someone’s
remuneration. Performance appraisal is closely linked to other HR
processes like helps to identify the training and development, promotions,
incentives etc. The focus of the performance assessment is measuring and
improving the actual performance of the employee and also the future
potential of the employee. Its aim is to measure what an employee does.

The Bank has one set of Performance Appraisal Form (PAF) to evaluate
the all categories of officials of the Bank. The PAF has 3 (three) parts;

Part-A: Basic information & Business development performance
Part-B: Measurable Performance Rating & PAF Rating
Part-C: Comments of Reporting Officer & Score sheet




Yearly increment, promotions, incentives bonus all had now been linked up
with individual performance. On the basis of grade of an individual of the
Performance Appraisal Report, the Bank takes decision in allowing yearly
benefits.

(e)

Description of the ways in which
the bank seeks to adjust
remuneration to take account of
longer-term performance.

The Bank has various schemes in regards to deferred and vested variable
remuneration which are as under;

Provident Fund (PF)

Provident Fund is created to provide long term benefit to the employees of
the Bank as per Deed of Trust executed between the company and the
trustees of the Provident Fund. Entitlement to employer’'s contribution
happens on completion of 05 (three) years of regular service and the Bank
contributes equal amount of contribution as contributed by the employee.

Gratuity

Entitlement to employer’s contribution happens on completion of 5 (five)
years of regular service in the Bank @ one basic pay for each completed
year of service. This increases depending on years of service completed
more than 10 years.

Welfare Fund

These rules called the Mercantile Bank Limited Employees’ Welfare Fund
Rules. This benefits are Provided to the employees of the Bank on their
death, disability or retirement at any time or for any other cause that may be
deemed fit as per approved policy.

Description of the different forms
of variable remuneration that the
bank utilizes and the rationale
for using these different forms.

MBL’s compensation and benefits strategy has been devised to foster high
performance culture keeping market competitiveness in mind. Our
management strategy is a multi-pronged one; that includes compelling
employee value proposition with a competitive reward package. Our total
rewards strategy has evolved with our business transformation and basic
pay is benchmarked against the market to ensure competitiveness. The
Bank offers satisfactory financial and nonfinancial benefits for the
employees of the Bank to ensure a better life style. Such as-

Attractive compensation package
Festival and incentive bonus

Fair promotion

Annual increment

Provident fund

Gratuity fund

Disability benefit

Leave fare assistance

Career growth opportunities

Training and workshop (home and abroad)
Favorable work environment

Health care facilities

Loan facilities at a privileged rate etc.

Besides the above, we have platforms which provide recognition for
outstanding performance, we offer career development opportunities, and
we are dedicated to our employees’ well-being. To boost motivation, we
recognize and reward top performers, long service employees, best
managers, executives and officers. Bank is maintaining a welfare fund
taking contribution from both employees and the bank to support the
employees and their families on the ground of medical, maternity,
retirement, disability and death claim. The Fund has been established to
provide coverage in the event of accidental death or permanent disabilities,




female employees.

varies from each other.

employees.

a portion of retirement benefit & stipend to the employees’ children. The
Bank also extended the maternity leave from 03 months to 06 months for its

Variable pay, as the term denotes usually does not defer between the
employees of the same rank. Depending on experience, job performance
and other traits, new hire in the same rank are offered remuneration that

While in the service on recommendation and

according to performance extra increment or bonus may be awarded to the

titative Disclosures

Number of meetings held by the main body overseeing
remuneration during the financial year and remuneration
paid to its member.

Meeting regarding overseeing the remuneration
was held on need basis.

Number of employees having received a variable
remuneration award during the financial year.

127 employees having received variable
remuneration award during the financial year.

Number and total amount of guaranteed bonuses awarded
during the financial year.

2 incentive bonuses and 2 festival bonuses are
awarded during the financial year.

Number and total amount of sign-on awards made during | Nil
the financial year.

Number and total amount of severance payments made | Nil
during the financial year.

(i) | Total amount of outstanding deferred remuneration, split | Nil
into cash, shares and share-linked instruments and other
forms.

Total amount of deferred remuneration paid out in the | Nil

financial year.

() | Breakdown of amount of remuneration awards for the | Breakdown of amount of remuneration awards
financial year to show: for the financial year 2016;
- fixed and variable. .
- deferred and non-deferred. (BDT in Crore)
- different forms used (cash, shares and share linked | [Basic salary 92.70
instruments, other forms). Allowances 8526
Bonus 59.82
Provision for Gratuity 12.00
Provident fund contribution 8.51
Nil
All the remunerations are provided in the form of
cash
(k) | Quantitative information about employees’ exposure to implicit (eg fluctuations in the value of shares or

performance units) and explicit adjustments (eg clawbacks
awards) of deferred remuneration and retained remuneration:

or similar reversals or downward revaluations of

Total amount of outstanding deferred remuneration and | Nil
retained remuneration exposed to ex post explicit and/or
implicit adjustments.

Total amount of reductions during the financial year due to | Nil
ex post explicit adjustments.

Total amount of reductions during the financial year due to | Nil

ex post implicit adjustments.




