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This worksheet is entitled “CapSum” in the ORIMS Forms.
Note re: Multiplier = The Central Bank does not set different minimum capital
requirements for operational risk and market risk. Therefore, there would be no need to
change the multiplier.
The Capital Risk Asset Ratio = The Capital Adequacy Ratio

3

For details on the qualifying criteria, please refer to the Consultative Paper on the
Definition of Capital which can be found on the website under Bank Supervision Regulatory Framework - Basel II and III Implementation - Consultation Documents –
Consultation Papers on the Definition of Capital and Minimum Disclosure Requirements.
Accumulated other comprehensive income = revaluations of property, plant and
equipment, changes in the fair value of available-for-sale financial assets
Inclusive of interim profit or losses = net income (loss) earned for the reporting period
which should be reported on an accumulated basis throughout the year.
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This worksheet is entitled “Capital Composition” in the ORIMS Forms.
Items highlighted in RED; Perpetual Non-Cumulative Preferred Share/Stock (Issued and
Paid Up) and Goodwill and Other Intangible Assets have been removed from this
section.
Perpetual Non-Cumulative Preferred Share/Stock (Issued and Paid Up) is now included
under Additional Tier 1 Capital.
Goodwill and Other Intangible Assets has been moved from the components of CET1 to
the deduction section for CET1.
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Note – Not all preference shares are included in AT1. It must meet the qualifying
criteria.
For details on the qualifying criteria, please refer to the Consultative Paper on the
Definition of Capital which can be found on the website under Bank Supervision Regulatory Framework - Basel II and III Implementation - Consultation Documents –
Consultation Papers on the Definition of Capital and Minimum Disclosure Requirements.
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For details on the qualifying criteria, please refer to the Consultative Paper on the
Definition of Capital which can be found on the website under Bank Supervision Regulatory Framework - Basel II and III Implementation - Consultation Documents –
Consultation Papers on the Definition of Capital and Minimum Disclosure Requirements.
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The overall structure of the Capital Base calculation.
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Net Interest Income - Interest income net of interest expense, gross of any provisions
(e.g. for unpaid interest).
Net Non-Interest Income - Net non-interest income gross of operating expenses
(including fees paid to outsourcing service providers) and should exclude realized
profits/losses from the sale of securities in the banking book and extraordinary or
irregular items as well as items derived from insurance. Dividend income and other
operating income should be included.

NOTE: Both audited and unaudited figures can be used.
NOTE: Licensees should note that unrealized gains/losses from the sale of
investments ARE NOT included in the calculation of net non-interest income.
An example to illustrate bullet point #4 using the Basic Indicator Approach:
GI for 2012 = 5,000
GI for 2013 = 3,000
GI for 2014 = -1,000
The capital charge for each year would be as follows:2012 = 5,000 * 15% which is 750
2013 = 3,000 * 15 % which is 450
2014 = since GI is negative this figure will not be included and the formula would
automatically populate a 0 for this year.
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The total capital charge would be the sum of the two years divided by 2, as there is only
two years of positive GI.
The calculation = (750+450) / 2 = 600.
Note: If a licensee has only been in existence for two years, hence, there is only two
years of GI data, the licensee will record the GI data for those years and would input a 0
for the year in which the licensee was not in existence.
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The QIS Instructions Notes for ERS Reporting Forms can be found on the website under
Bank Supervision - Regulatory Framework – Downloadable Forms – New ORIMS Forms
2015.
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For a definition of each business line, please refer to the QIS Instruction Notes for ERS
Reporting Forms, Annex E – Mapping of the Business Lines.
The QIS Instructions Notes for ERS Reporting Forms can be found on the website under
Bank Supervision - Regulatory Framework – Downloadable Forms – New ORIMS Forms
2015.
NOTE: If a Commercial Bank chooses this approach, given the very nature of its business,
it is expected that the bank, at a minimum, would have GI data for Retail Banking
(individual consumers) and Commercial Banking (businesses).
Retail Banking includes three sub-categories
- Retail Banking: Retail lending and deposits, banking services, trust and estates
- Private Banking: Private lending and deposits, banking services, trust and estates,
investment advice
- Card Services: Merchant/commercial/corporate cards, private labels and retail
Commercial Banking: Project finance, real estate, export finance, trade finance,
factoring, leasing, lending, guarantees, bills of exchange
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ECAI’s – Standard & Poor’s , Moody’s and Fitch or any other recognized institution.
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For more details on eligible collateral, please refer to the Consultation Paper on the
Calculation of the Capital Charge for Credit Risk , Appendix 2, Page 32.
The Consultation Paper can be found on the website under Bank Supervision – Basel II
and III Implementation – Consultation Papers on the Calculation of the Capital Charge for
Credit Risk and the Guidelines for the Internal Capital Adequacy Assessment Process
(ICAAP) for Licensees.
Please refer to the Consultation Paper on the Calculation of the Capital Charge for Credit
Risk for additional details.
All other CRM Techniques and financial collateral (i.e. not listed in Appendix 2 of the
Consultation Paper on the Calculation of the Capital Charge for Credit Risk) ARE NOT
eligible.
Netting – licensees may agree to net loans owed to them against deposits from the
same counterparty.
Guarantees – a loan exposure may be guaranteed by a third party
Credit derivatives – licensees may enter into a credit derivative contract to offset
various forms of credit risk.
Reporting Credit Risk Mitigation
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Under the Basel II framework there are two methods that can be used for recognizing the
impact of collateral: The simple approach and the comprehensive approach. Licensees
must use the simple approach exclusively. In the simple approach the risk weighting of
the collateral instrument collateralizing (or partially collateralizing) the exposure is
substituted for the risk weighting of the counterparty for the collateralised portion of the
exposure.
Note: To observe the effects of CRM on capital levels, the Central Bank will apply a more
conservative treatment when risk weighting the collateral under the simple approach.
That is to say, a fixed risk weight of 50% will be applied to all eligible collateral. This
position is expected to be revisited.
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To record CRM using the Financial Return Template (v.2.4), please see the following
examples provided below:

A. Scenario 1 – Fully Collateralized Loans
A bank has an exposure in Small Business loans for $1,000,000 (Section 12.2 CRON Balance Sheet form). This has a 75% risk weight.
The Small Business Loans are Collateralized by $1,000,000 of Domestic Public
Corporation Bonds (Section 10.1.1) that carry a 20% risk weight. Assume that
this is eligible collateral for Credit Risk Mitigation (CRM) purposes.
Note: Although Domestic Public Corporation Bonds carries a 20% risk weight, the
Central Bank has exercised discretion in requiring a 50% minimum risk weight for
the collateral used for CRM. Risk weights for eligible CRM must be at least 50%.
Calculation:
Exposure (net of eligible CRM) * RWA = ($1,000,000 - $1,000,000)*75% = $0
Eligible CRM * RWA = $1,000,000 * 50% = $500,000
Total RWA = $500,000
In order to get $500,000 in the RWA column of the Financial Return (column K)
divide the Total RWA ($500,000) by the risk weight percentage of the exposure
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(0.75), that is, ($500,000/0.75) = $666,667. The $666,667 is now the net exposure
value, that is, Total (after CRM) column (column I). The value in the CRM column
will be the exposure amount ($1,000,000) less the net exposure ($666,667), that
is ($1,000,000 - $666,667) = $333,333 in the CRM column (column H).
B. Scenario 2 – Partially Collateralized Loans
A bank has an exposure in Small Business loans for $1,000,000 (Section 12.2 CRON Balance Sheet form). This has a 75% risk weight.
The Small Business Loans are Collateralized by $500,000 of Domestic Public
Corporation Bonds (Section 10.1.1) that carry a 20% risk weight. Assume that this
is eligible collateral for Credit Risk Mitigation (CRM) purposes.
Note: Although Domestic Public Corporation Bonds carries a 20% risk weight, the
Central Bank has exercised discretion in requiring a 50% minimum risk weight for
collateral used for CRM. Risk weights for eligible CRM must be at least 50%.
Calculation:
Exposure (net of eligible CRM) * RWA = $1,000,000 - $500,000*75% = $375,000
(i.e. the uncollateralized portion)
Eligible CRM * RWA = $500,000 * 50% = $250,000 (i.e. the collateralized portion)
Total RWA = $625,000
In order to get $625,000 in the RWA column of the Financial Return (column K)
divide the Total RWA ($625,000) by the risk weight percentage of the exposure
(0.75), that is, ($625,000/0.75) = $833,333. The $833,333 is now the net exposure
value, that is, Total (after CRM) column (column I). The value in the CRM column
will be the exposure amount ($1,000,000) less the net exposure ($833,333), that
is ($1,000,000 - $833,333) = $166,667 in the CRM column (column H).
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Instructions regarding the CRM column – Licensees should only record a collateral
value up to 100% of the amount of the exposure.
Instructions regarding collateralized exposures not covered by cash deposits:(1) Licensees should record collateralized exposures before taking account of the
collateral held in the first column ($000s).
(2) In the CRM column, licensees should slot the portion of exposures covered by
collateral according to the risk weighting of the collateral.
(3) The portion of the exposure that is not collateralized is assigned to the risk weight of
the original/underlying counterparty in the Total (after CRM) column.
Instructions regarding exposures collateralized by cash deposits - If an exposure is fully
collateralized by cash, the exposure should ONLY be recorded in Item #1.6. However, if
an exposure if partially collateralized by cash, the portion that is covered by cash should
be recorded in Item #1.6 and the remainder should be recorded in the respective onbalance sheet asset category (e.g. regulatory retail portfolio, residential mortgages,
commercial mortgages etc.)
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Special Organizations carry a risk weight of 0%.
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PSEs are defined as:

local authority that is able to exercise one or more functions of the central
government at the local level with explicit guarantee arrangements;

an administrative body or non-commercial undertaking responsible to, or
owned by, a central government or local authority, which performs
regulatory and non-commercial functions;

public corporations;

public non-financial institutions and

public financial institutions.
To determine whether a PSE should be treated as Claims on Banks or Claims on
Corporate, please refer to Section 5.8; Claims on Public Sector Entities (PSEs) of the QIS
Instruction Notes For ERS Reporting Forms which can be found on our website under
Bank Supervision – Regulatory Framework – Downloadable Forms – New ORIMS Forms
2015.

22

A listing of Special MDB’s can be found in the QIS Instruction Notes for ERS Reporting
Forms which can found on the website under Bank Supervision - Regulatory Framework
– Downloadable Forms – New ORIMS Forms 2015.
They are the International Bank for Reconstruction and Development (IBRD) and the
International Finance Corporation (IFC), the Asian Development Bank (ADB), the African
Development Bank (AfDB), the European Bank for Reconstruction and Development
(EBRD), the Inter-American Development Bank (IADB), the European Investment Bank
(EIB), the European Investment Fund (EIF), the Nordic Investment Bank (NIB), the
Caribbean Development Bank (CDB), the Islamic Development Bank (IDB), and the
Council of Europe Development Bank (CEDB).
All other MDB’s should be risk weighted based on the external credit assessments as set
out under Option 2 for Banks.
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Definition of Option 1 - all banks incorporated in a given country will be assigned
a risk weight one category less favorable than that assigned to claims on the
sovereign of that country.
The Risk weightings are already rated one category less favorable than the
sovereign of that country.
Please note that the risk weightings for Item #6.3 will be revised to mirror the
risk weightings for Item #6.1.
The country credit rating to use for a bank (subsidiary or branch) is the country
where the bank who has the placement is incorporated.
Instructions regarding credit ratings – licensees must use the chosen ECAI’s and
their ratings consistently for each type of claim, for both risk weighting and risk
management purposes. Licensees will not be allowed to “cherry pick” the
assessments provided by different ECAI’s.
Instructions regarding multiple assessments:
If there is only one assessments by an ECAI chosen by a bank for a particular
claim, that assessment should be used to determine the risk weight of the claim.
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If there are two assessments by ECAI’s chosen by a bank which map into different
risk weights, the higher risk weight will be applied.
If there are three or more assessments with different risk weights, the
assessments corresponding to the two lowest risk weights should be referred to
and the higher of those two risk weights will be applied.
Example for International Banks – If UBS Bahamas has a long-term placement
(more than three months) with Credit Suisse in Brazil, you would look for the
country credit rating for Brazil. Brazil is rated BB by S&P so the exposure will be
risk rated at 100% and would be recorded under Item #6.1.4.
If the placement was short-term (less than three months), the risk weighting will
still be 100% as the country is unchanged (Brazil: BB). The only difference is that
the exposure will be recorded under Item #6.3.4.
Example for Domestic Banks
If Scotiabank Bahamas has a short-term (less than three months) placement with
Commonwealth Bank, the exposure will be risk weighted at 20% due to national
discretion. The placement would be recorded under Item #6.2.1.
If the placement was long-term (more than three months), the risk weighting
would also be 20% as the Bahamas has exercised national discretion for a
Sovereign credit rating of 0% and one category less favorable is 20%. Therefore,
the exposure would be recorded under Item 6.1.1.
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Where deductions of investments are made from capital, the deductions should
be 50% from Tier 1 and 50% from Tier 2 Capital. These deductions should be
recorded in Items 21, 36 or 53 of the Capital Composition worksheet.
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RED BOX - Item numbering to be corrected
For more guidance on this section, please refer to the QIS Instruction Notes for
ERS Reporting Forms which can found on the website under Bank Supervision Regulatory Framework – Downloadable Forms – New ORIMS Forms 2015.
Residential Mortgages
To be included in residential mortgages, claims must meet the following criteria:The properties must be either occupied by the borrower or rented to individuals
and the loan is not past due for more than 90 days.
Example on how to record performing and non-performing facilities – ABC Bank
has a loan portfolio to individuals totaling $1,000,000 but only $800,000 is
performing and not past due. The $800,000 would be recorded under Item 12.1.
The remainder of $200,000 that is non-performing and past due will be recorded
under Item 15.1 or 15.2 as applicable.
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Classification for the risk weightings; Secured and Past Due Exposures (Over 90
days) can be found in the QIS Instruction Notes for ERS Reporting Forms under
Section 5.17; Past Due Exposures.
Examples of the classification are as follows:50% = If such loans are past due but specific provisions are no less than 20% of
the outstanding amount, the risk weight applicable to the remainder of the loan
will be 50%.
100% = In the case of loans secured by (non-recognized forms of collateral, that
is) residential property, when such loans past due for more than 90 days they
shall be risk weighted at 100%, net of specific provisions.
150% = Past due loans fully secured by collateral not recognized under CRM
framework are to be risk weighted at 150%.
In defining the secured portion of the past due loan, eligible collateral and
guarantees will be the same as for Credit Risk Mitigation Purposes.
Example of Unsecured and Past Due (Over 90 days) exposure = If unsecured and
past due exposures (Over 90 days) total $200,000 and specific provisions total
$50,000 (or 25% of past due exposures) a risk weight of 100% will be applied to
the net amount of $150,000. Therefore, the $150,000 will be recorded under
Item #15.2.1.
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If unsecured and past due exposures (Over 90 days) total $200,000 and specific
provisions total $10,000 (or 5% of past due exposures) a risk weight of 150% will
be applied to the net amount of $190,000. Therefore, the $190,000 will be
recorded under Item #15.2.2.
NOTE: If specific provisions are equal to 20% of past due exposures, the net
amount of the past due exposures should be recorded under Item #15.2.1.
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A venture capital or private equity investment is deemed to be one which, at the time
the investment is made, is:
a) in a new or developing company or venture; or b) in a management buy-out or buyin; or
c) made as a means of financing the investee company or venture and accompanied by
a right of consultation, or rights to information, or board representation, or
management rights; or
d) acquired with a view to, or in order to, facilitate a transaction falling within (a) to (c).

29

Licensees are reminded that all contingent liabilities (as recorded under Item 15
on Form 2: Balance Sheet – Assets) must also be recorded on this form under
the applicable categories.
Exposures without CRM
These columns are completed for exposures, which do not have any allowable
credit risk mitigation.
Exposures with CRM
These columns are completed for exposures which have recognized credit risk
mitigation.
Example to illustrate bullet point #3
If ABC Bank has total off balance sheet exposures of $500,000 but only $200,000
is covered by recognized credit risk mitigation, the $200,000 should be recorded
under Exposures with CRM ($000s) and the $300,000 should be recorded under
Exposures Without CRM ($000s). The licensee should not record the $500,000
on both sides.
The risk-weighted amount for Exposures without CRM is calculated as follows:
(1) The principal amount (or face value) of the transaction is converted into an
on-balance sheet equivalent by multiplying it with a specified credit
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conversion factor;
(2) The credit equivalent exposure is automatically calculated;
(3) The resulting credit equivalent amount is multiplied by the risk weight
applicable to the counterparty or the type of asset (in very few cases) to
determine the risk weighted amount.
NOTE: To determine when the exposure should be risk weighted by the type of
asset, please refer to the Consultation Paper on the Calculation of the Capital
Charge for Credit Risk, Section 44 which can be found on the website under Bank
Supervision – Basel II and III Implementation – Consultation Papers on the
Calculation of the Capital Charge for Credit Risk and the Guidelines for the Internal
Capital Adequacy Assessment Process (ICAAP) for Licensees.
The risk-weighted amount for Exposures with CRM is calculated as follows:
(1) The principal amount (or face value) of the transaction is converted into an
on-balance sheet equivalent by multiplying it with a specified credit
conversion factor;
(2) The credit equivalent exposure is automatically calculated;
(3) Banks are required to calculate the Credit equivalent exposures post-CRM
using the simple approach for eligible CRM (For more details see Section 8 of the
QIS Instructions Notes on the completion of the ERS Forms which can be found on
the website under Bank Supervision – Regulatory Framework – Downloadable
Forms – New ORIMS Forms 2015). Off-balance sheet netting is not allowed. This
amount should be manually inputted in the cell.
(4) The credit equivalent exposure post-CRM is multiplied by the risk weight
applicable to the counterparty or the type of asset (in very few cases) to
determine the risk weighted amount.
NOTE: To determine when the exposure should be risk weighted by the type of
asset, please refer to the Consultation Paper on the Calculation of the Capital
Charge for Credit Risk, Section 44 which can be found on the website under Bank
Supervision – Basel II and III Implementation – Consultation Papers on the
Calculation of the Capital Charge for Credit Risk and the Guidelines for the Internal
Capital Adequacy Assessment Process (ICAAP) for Licensees.
NOTE – In instances where an off-balance sheet asset comprises of both a portion that is
uncovered, and a portion that is covered by CRM, the risk weighted amount will be the
sum of the credit equivalent exposure (exposures without CRM) and the credit equivalent
exposure post-CRM multiplied by the risk weight.

Total risk weighted assets is a summation of all the amounts in the risk weighted
amount columns.
Total Required Capital for Off-Balance Sheet Assets is equal to the total RWA X the
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minimum capital requirement for credit risk.
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Exposures without CRM
These columns are completed for exposures, which do not have any allowable
credit risk mitigation.
Exposures with CRM
These columns are completed for exposures which have recognized credit risk
mitigation.
NOTE: If ABC Bank has total off balance sheet exposures of $500,000 but only
$200,000 is covered by credit risk mitigation, the $200,000 should be recorded
under the Exposures with CRM ($000s) and the $300,000 should be recorded
under Exposures Without CRM ($000s). The licensee should not record the
$500,000 on both sides.
To calculate the credit equivalent exposure and the risk weighted amount for
exposures without CRM:1. Multiply the notional amount by the credit conversion factor
2. Add the replacement cost of the contracts to the product of the conversion
factor and the notional principal amount.
3. The credit equivalent exposure is automatically calculated.
4. The credit equivalent exposure is multiplied by the risk weight applicable to
the counterparty to determine the risk weighted amount.
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To calculate the credit equivalent exposure and the risk weighted amount for
exposures with CRM:1. Follow steps 1 – 3 above.
2. Banks are required to calculate the Credit equivalent exposures post-CRM
using the simple approach for eligible CRM (For more details see Section 8 of
the QIS Instructions Notes on the completion of the ERS Forms which can be
found on the website under Bank Supervision – Regulatory Framework –
Downloadable Forms – New ORIMS Forms 2015). Off-balance sheet netting is
not allowed. This amount should be manually inputted in the cell.
3. The credit equivalent exposure post-CRM is multiplied by the risk weight
applicable to the counterparty to determine the risk weighted amount.
NOTE – In instances where an off-balance sheet asset comprises of both a portion that is
uncovered, and a portion that is covered by CRM, the risk weighted amount will be the
sum of the credit equivalent exposure (exposures without CRM) and the credit equivalent
exposure post-CRM multiplied by the risk weight.

Total risk weighted assets is a summation of all the amounts in the risk weighted
amount columns.
Total Required Capital for Off-Balance Sheet Assets is equal to the total RWA X the
minimum capital requirement for credit risk.
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