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Shri Sunil Mehta, Managing Director & CEO Punjab National Bank receiving awards from Shri Arun Jaitley,
Hon'ble Union Minister for Finance, Govi. of India for Enhanced Access and Service Excellence (EASE) Reforms
Index Award, Customer Responsiveness Award, Responsible Banking Award , the Credit Off-take Award and the First
Runners Up in Deepening Financial inclusion and Digitalization Award category
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Shri Sunil Mehta, Managing Director & CEO, Punjab National Bank presenting the Memento to Hon'ble Vice President
of India Shri M.Venkaiah Naidu on 125th Foundation Day of the Bank.
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From the Chairman's Desk

Dear Shareholders,

It is my pleasure to write to you as the Chairman of PNB and share the Annual
Report of the Bank's performance and initiatives for the financial year 2018-19.

At the outset, my special greetings to all our stakeholders as your Bank
continues to make admirable progress in its 125th year of a very momentous
journey. During this125 years exciting voyage, your Bank has transformed into
one of the largest and most prominent bank's of the country from its humble
origin in Lahore during 1894. In this eventful period, the Bank had many
successes and faced multiple challenges which covered the great depression
of 1930's and partition upheaval in 1947, amongst others.

Your Bank came out unscathed from many tumultuous events and truly earned
the distinction of a bank with “resilience”. We owe our gratitude, in large
measure to past and present employees for their remarkable vision, unstinted
commitment and unwavering enthusiasm towards building this very fine
institution. They were"real heroes” who left indelible footprints. We salute the
legendary leadership of the Bank that built our robust foundations and applaud
present custodians who continue to responsibly augment the edifice left by
theirworthy predecessors.

Woe take pride in our rich heritage which reflects our belief that Funjab National
Bank is built on the strength of “valuable customer relationships”. The Bank has
upheld its "Core Values” and its spirit of “Pursuing Excellence” throughout this
historic journey. With devotion to the nation in its soul, integrity as its backbone,
customer delight as its purpose and continued innovation as its promise, your
Bank has built a unigue brand that is widely recognized and consistently
espouses trust amongst its customers. This journey of 125 years has enabled
your Bank to evolve into a large and robust institution with over 6980 branches
diligently serving110 million valued customers.

ECONOMIC REVIEW
The Global economy

Global growth slowed down during second half of Calendar Year 2018 due to
decelerated economic activity in almost all developed economies. The
confluence of factors, such as US-China trade tension, weakening business
confidence in Eurozone, reining in shadow banking in China, rising borrowing
cost due to the normalization of monetary policy, amongst others have
contributed to softening global growth. Inflation continues to remain subdued in
major developed and emerging economies, despite volatility in crude oil prices
which rose on production cuts by major producers and supply disruptions
among some exporters.

Global growth which softened in 2018 is projected to decline further to 3.2% in
2019 as per the Organization for Economic Co-operation and Development
(OECD). The China-US trade war threatens to further crimp global growth.
United Nations has also lowered its forecasts for global economic growth in
2019 to 2.7% with marginal projected increase in 2020 to 2.9% as a
consequence of high trade tensions, uncertainty over economic policies and
softening business confidence.

Growth outlook in all major developed economies and most developing regions
has weakened due to both domestic and external factors necessitating more
comprehensive and well-targeted policy response.

The Indian Economy

In the GDP data number released for fourth quarter of FY 2018-19, the growth
has slowed down to a five year low of 5.8% in 4th quarter bringing down full year
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growth to 6.8% from earlier projected 7.2%.This has necessitated striding up
efforts on policy changes and major reforms to maintain India's position of the
fastest growing significant economy in the world. The reasons for slower
growth are weaker domestic consumption, slower global growth and trade
tensions with higher government spending driving the economy. On
government finances, fiscal deficit for 2018-19 has remained within the revised
budget target of 3.4% of the GDP. The Government will be hard pressed to
preserve fiscal discipline and spur growth. Government's continued
commitment to maintain course on fiscal discipline instills strong confidence
amongst global investors. There is scope for improvement of credit flows to
micro, small and medium industries which will revive broad based growth. It is
incumbent on the domestic banking sector to support good quality credit
growth across seclors to ensure strong and sustainable growth.

In FY 2019-20, the moderation of global growth and the weakening of
investment in capital goods is expected to be countered by higher financial flow
to commercial sector and rising private consumption, especially in the rural
sector thereby accelerating economic momentum. RBI in its monetary policy
statement of 6th June 2019 has projected a GDP growth of 7.0% with risks
evenly balanced. Going forward, in context of the Indian Economy, there will be
a judicious mix of fiscal prudence and monetary stimulus to resurrect the
growth momentum.

| strongly believe that increasing the pace of policy reforms, address pending
banking and financial sector issues, removing structural rigidities and easing of
supply-side bottlenecks through stepping up private investment would pave
the way for the Indian economy to achieve its true potential. With the new
government in place with a clear majority and strong mandate, there are high
expectations of a significant momentum in reforms that will develop a strong
banking and financial sector providing necessary boost lo economic growth.

Banking Sectorin India

Although, FY 2018-19 continued to remain a challenging year for the banking
sector, it provided renewed optimism. The year marked a steady beginning
towards faster resolution of corporate stressed asset on account of landmark
regulatory reforms like implementation of Insolvency and Bankruptcy code
(IBC), Sashakt Committee recommendations and major banks signing the
Inter Creditor Agreement for bank led resolution of stressed assts. Although the
challenges on asset quality front remain but the positive developments
including capital support by Government has generated an air of positivity and
a strong belief that the worst is over for PSBs. Strong regulatory action,
recognition of the issues and consequent corrective measures taken by banks
have stabilized further slippages, including at your Bank. Deleveraging and
restructuring of the corporate sector, as currently in progress, will provide
further stability. It is imperative for the banking sector to expeditiously deal with
the legacy issues and resolution of remaining stressed assets and more
importantly prevent further accumulation.

Going ahead, re-capitalisation of Public Sector Banks, resolution of stressed
assets under the IBC and consequent improvement in financials are expected
to further improve capacity of the banks to support investment and aggregate
demand of the economy, Greater adoption of technology in the banking sector
is likely to see fall in intermediation costs and increased competition will
impinge on margins. Business growth and profitability are increasingly going to
be driven by restructuring of operating costs, wider outreach and greater brand
positioning by going deeper into customer life cycle needs. Therefore, to
remain competitive and stimulate business growth, it would be important to
continue focus on change and progress through product development and
continuous innovation. The future depends on successful management of
transitions, building greater operational efficiencies and remaining updated
with the latest trends in technology and future demand.

Today, we are witnessing a period of intense change, economic cycles are
shorter and markets more volatile with growing intensity of risks leading to
more rigorous governance standards. Impact of evolving technology, data
analytics and artificial intelligence on financial markets will be enormous.
These developments present new and exciting opportunities for your Bank to
serve its fast growing rural and urban customers and deliver to a "new India”.

Banks in India have also taken the lead in the transformation process. Some
banks are ahead of others in embracing these changes. Risk-based pricing of
preducts and optimum Risk Adjusted Return on Capital (RAROC) are fast
gaining ground as key determinants for quality credit growth. Improved
corporate governance, compliance and more stringent credit / risk processes
are imperatives for healthy growth and stability of the banking sector.

It is the best time for transformation in the Banking industry as the economic
fundamentals are strong, regulatory climate is favorable and transformation
technologies are more readily accessible, powerful, and economical than ever
befare. The banks which adopt contemporary governance structures, become
regulatory compliant, continually re-engineer risk processes, preserve capital
through risk adjusted returns, reskill employees, adopt technological
innovation, consistently develop new products and become nimble- footed will
be in a position to differentiate, grow exponentially and gain market share
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Developments and Progress ofthe Bank

The beginning of FY 2018-19 saw Bank addressing multifarious challenges
including the onetime financial setback, high NPA and weak capital position.
However, in to its spirit of resilience, your Bank employees rose to the occasion
and undertook a series of strategic measures to ensure early rebound, with
least disruption to business and growth. | commend their commitment and
tireless efforts during this very difficult and challenging period.

Strengthening of systems and control were undertaken with measures like
integration of the SWIFT system with the Bank's CBS, strengthening of
monitoring mechanism including off site audit system and strict compliance of
bank's rotational policy.

Stressed Asset Monitoring Vertical, with three verticals namely Monitoring,
Resolution and Recovery was set up for focused recovery efforts through a
dedicated specialized and motivated team of around 2700 officials spread
across the country.

“Mission Parivartan” the ongoing process aimed at implementing structural
changes in the Bank through the three Ps i.e People, Processes and Products
(PPP} is providing the directional inputs to transform the Bank into a “Future
Ready Bank'. In order to strengthen the credit processes, Centralized Loan
Processing Centers (CLPC) have been opened to ensure Improved Turn
Around Time, Segregation of Pre & Post Sanction Responsibilities, Qualitative
Credit Assessment and Efficient Monitoring. Similarly, Marketing Structure has
been revamped moving from Product Centric to Customer Centric Marketing.
End to End Digitalization of Trade Finance Operations has also been
undertaken with centralized risk controls.

In order to ensure business growth under capital constraints, churning of the
portfolio was undertaken towards better rated borrowers and low risk profile.
The strategic approach ensured a strengthened balance sheet with capital
conservation. It resulted in significant reduction in Risk Weighted Assets
(RWAs).

The Bank also continued to adopt the Customer-Centric approach by way of
enhancing the digital platforms to serve the customers more conveniently and
the bank's digital footprint expanded significantly. The Bank initiated process
for setting up an in-house Big Data Analytics Centre based on its Enterprise-
wide Data Warehouse to focus on using data for business development and
sustainability. The Bank came out with all in one app for Digital Banking, i.e.
PNBONE which is a Unified Mobile application with advanced features.

The Bank's performance and improvement on several fronts has earned PNB
the prestigious EASE Excellency Award from Shri Arun Jaitley, Former Hon'ble
Finance Minister as the Best Public Sector Bank. This well-deserved
recognition was received on 28th February 2019, the milestone year as we
celebrated our 125th foundation day on 12th April 2019.

Bank's Performance

The Bank's Financial Year 2018-19 started off on a tepid note. With the biggest
financial incident in terms of severity and enormity, the Bank had a huge task
before it to overcome the crisis and turnaround. The strength of performance
was possible due to Bank's strategic rationalization of the product portfolio mix
to conserve capital, focus on improving the asset quality, credit growth with
rationalization of risk weighted assets and increased operational efficiency.

| am happy to share that in spite of the challenges, the Bank crossed various
milestones and registered improvement in key parameters. Gross Domestic
Business reached the level of Rs. 11.45 lakh crore as at 31st March 2019 and
CASA Deposits reached the level of Rs. 2.85 crore. Domestic CASA share
stood at 43.51% of total deposits. More than 3.2 million new accounts were
added in Saving Deposits during the financial year ending March 2019 which is
areinforcement of continued customer confidence in your Bank.

In FY'19, the Bank was able to narrow down its Net Loss to Rs. 9975 crore
against the Loss of Rs. 12283 crore during FY'18. Total provisions stood at
Rs 22971 crore in FY"19 including a provision of Rs. 7167 crore for the one
offincident.

High level of Net NPAs, which had been a major concern, saw a sequential
reduction from quarter to quarter and Net NPA reduced from Rs. 48684 crore in
Mar'18 to Rs. 30038 crore in Mar'19. The Recovery momentum has continued
with a Gross Recovery of more than Rs. 20,000 crore upto Mar' 19 as
compared to Recovery of Rs. 9666 crore during Mar'18. GNPA and NNPA have
reduced to 15.50% and 6.56% in Mar'19 from a level of 18.38 & 11.24%
respectively in Mar'"18. Provision Coverage Ratio improved from 58.42% in
Mar'18to 74.50 % as on March'19.

On capital adequacy front, the position of the Bank improved from 9.20% in
FY'18 to 9.73% in FY'19 which constituted Tier | ratio of 7.49 % and Tier || ratio
of 2.24%. | am delighted to report that the Bank's Employee Share Purchase
Scheme (ESPS) which was implemented to shore up the capital achieved 90%
subscription by your Bank employees.

The Bank monetized non-core assets of more than Rs. 300 crore during the
year and has also identified other non core assets which will be sold at an
opportune time.
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Apart from this, the Bank has also been able to bring about changes in risk
management and compliance processes. Your Bank overhauled its
Reputational Risk Management by introducing trigger events in Reputational
Risk management Policy and is also updating its reputational Risk Assessment
framework for more robust risk capturing.

The Bank faced an extraordinary condition during FY"18 and was able to come
out with sheer grit and determination of your Bank employees. The Bank made
various structural changes to regain the lost growth momentum as evident in
the FY"19 results.

Way Forward

The environment in which we operate has become increasingly dynamic and
less predictable because of macro-economic uncertainties, overall operating
conditions and regulatory & technological changes. Global growth is expected
to remain subdued. Escalation of trade disputes among the world's largest
economies poses a significant risk for both short and medium-term global
growth prospects.

On domestic front, policy reforms and execution will not only set the pace of
GDP growth but also affect the scale and contours of private investments and
FDI.

Banking landscape has undergone paradigm shift over the years in terms of
new entrants, technology, consumer expectations and competition and this
trend is likely to continue. The key to success would be to align strategies for
business growth with fast emerging opportunities, meet customers evolving
expectations, proactively anticipate new technological trends with ability to
quickly imbibe new technologies, ramp up outreach and institutionalize
operational efficiency.

Despite your Bank's success in navigating challenges, a lot remains to be done
and it is important for the Bank to broad-base performance on multiple fronts. A
robust balance sheet, strong capital base and growth in quality revenues is
critical for your Bank to achieve its rightful position in the Indian banking sector.
The Board and Bank's leadership are engaged in developing the Bank's
strategy that ensures quality credit growth, rationalize high risk exposure and
right-sizing the Bank's Balance Sheet to ensure strong capital formation for
sustainable growth. Your Bank sees its vast geographical presence as an
advantage to harness business opportunities in its Financial Inclusion drive.
Your Bank will continue to employ cutting edge digital know-how, enhance IT
capabilities to meet customer expectations across customer segments,
sustain its market leadership and significantly strengthen internal systems and
processes.

People development and skill enhancement will remain a focus area for the
Bank. Empowering our dedicated employees will be a critical enabler of our
business strategy and fundamental in delivering better results. The Bank will
further strengthen its compliance culture and risk management processes.
There is a special emphasis on dealing with cyber-security risks and
developing awareness amongst all employees. Your Bank will ensure adoption
of best-in-class technology, ensure rapid digitalization and embrace
innovation. Itis imperative for your Bank to change with changing times!

Amidst the back drop of fast paced changes and very severe challenges, itis
gratifying that the performance of your Bank in the last financial year has
moved in the right direction. On behalf of the Board, | take this opportunity to
thank all employees for their outstanding efforts. The Bank will continue in its
journey to drive for business excellence, overcome all challenges, maximize
potential to capitalize on growing opportunities to achieve its true potential.

To conclude, | would like to thank you for your unwavering confidence in the
Bank. | thank the Regulators for their continued guidance and the Government
of India for their unstinted support and capital in a difficult period. | also extend
my gratitude and appreciation to my esteemed Board colleagues, the Bank
leadership and our employees for their support and commitment. The
continued passion of our 70000 employees will enable your Bank to continue
its march towards achieving many new milestones, as it has in its glorious past.
| strongly believe that your Bank's future is very bright and with your continued
support, the best is yet to come.

Thank you.

Your sincerely,

kM(-.f‘_"_:
(SUNIL MEHTA)
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gae fqere ud HIgsl &l s&b |
From the Managing Director & CEQO's Desk

Dear Shareholders,

| have immense pleasure in presenting the Annual Report of your
Bank for the FY 2018-19. This year your Bank is celebrating its 125
years of service to the nation and | take this opportunity to
congratulate each one of you.

For Punjab National Bank, the FY 2018-19 turned out to be quite an
eventful year. The unprecedented challenges of the previous year
called for extraordinary efforts on the part of the Bank in the areas of
recovery, capital conservation, incorporating structural changes,
strengthening systems and controls and revamping the business
strategy. All these were ensured with least disruption in business
operations and growth.

As aresult of these efforts, Bank not only delivered performance and
cost efficiencies during FY 19, but is back into its journey of growth,
setting new milestones. Your Bank has added more than Rs. 1 lakh
crore to the Domestic Business to reach Rs. 11.45 Lakh crore as at
31st March'19. Bank's Operating Profit increased by 26.2% YOY to
Rs. 12995 crore. These results are commendable given the severity
and timings of the one-off incident that came to light early last year.
| am happy to inform that Bank's performance has been
recognized at diverse prestigious platforms. The most notable
amongst these felicitations were your Bank being adjudged as the
‘Best Performing Bank' amongst all Public Sector Banks (PSB) and
conferred with “EASE Reforms Excellency’ Award. All these have
been achievable due to the dedicated efforts of all employees and the
unstinted support of all stakeholders.

The global economy registered tepid growth slowing down to 2.6% in
2019 as per World Bank projections. International trade and investment
moderated and trade tensions remained elevated. Amidst these
challenges, the prospects of India remained bright with many international
organizations retaining the country's position as one of the fastest growing
economy in the world. However, as per latest estimates, GDP in FY'19
has slowed down to 6.8% from 7.2% in FY'18. Though exports might be
impacted by moderation of global growth, private consumption is
expected to get an impetus from public spending in rural areas and an
increase in disposable incomes of households.

The Banking sector saw a new dawn in the year 2019. Resolution of a
number of large-ticket NPAs referred under the Insolvency and
Bankruptcy Code (IBC) framework and RBIl's stressed assets
resolution norms have been the game changers. The Non
Performing Assets (NPA) formation slowed down significantly across
the sectors and recoveries from NPAs has started streaming in. The
profitability of the banking sector improved and many Banks were
brought out of the Prompt Corrective Action. Further, the
Government's mega recapitalization plan for PSBs and the recent
step towards their consolidation stacks up in favour of strengthening
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the sector. The decision of the RBI extending the timelines for
implementation of the last tranche of capital conservation buffer
under the Basel Il regulation will provide further respite to the
banking sector. These developments augur well for the banking
system that is struggling to regain its lost momentum. Besides, a
revival in bank credit growth suggests that an overall improvement in
the health of banks is on the cards.

I would like to share with you some of key performance
highlights of your Bank during the FY'19

Despite the challenging circumstances, Bank has added more than
Rs 1 lakh crore to the domestic business to reach the figure of
Rs 11.45 lakh crore as at 31st March'19 with a YOY growth of 11.1%,
reflecting the unstinted faith of our customers in the Bank. As aresult
of Bank's strategic decision to rationalize the overseas business,
Bank registered a YOY growth of 6.2% in Global Business to
Rs 11.82 lakh crore. On the credit side, the Gross Domestic
Advances grew by 14.1% YoY to reach Rs. 4.91 lakh crore. The
growth was achieved in sync with the Bank's approach towards
capital conservation and focus towards low risk and better rated
customers. Retail credit grew by 21.7% to Rs 92,727crore.
Agriculture credithas grown YOY by 17.8% to Rs 81500 crore.

On the deposits side, the funding profile of your Bank continued to
strengthen with the Domestic Deposits growing by 9.0% YoY toreach
Rs. 6.54 lakh crore. With continuous focus on low cost deposits, the
Bank has reached the level of Rs. 2.85 lakh crore in CASA deposits
which grew by 8.3% on YOY basis as on 31.03.2019. Bank's
Domestic CASA share remained robust at 43.51% of domestic
deposits.

On the profitability front, Bank's Operating Profit recorded a robust
YOY growth of 26% to reach Rs. 12995 crore in FY'19. The Core
Operating Profit excluding gains from treasury operation grew YOY
by 69%. Bank has incurred a Loss of Rs. 9975 crore in FY'19 with
provision towards NPAs at Rs. 24,435 crore. In terms of key financial
ratios, while Bank's Domestic Net Interest Margin was at 2.59%
during FY'19, Cost of Deposits was at 5.24%.

Asset Quality and Capital Adequacy

Asset Quality has been the biggest challenge for the Bank as high
level of NPAs has profound impact on Capital and Profitability. Bank
was able to achieve significant course-correction in the current
financial year in terms of asset quality. Your Bank was one of the first
PSBs to adopt and implement government directives on formation of
a Separate Stressed Asset Management Vertical (SAMV). SAMVs
have been strengthened for Effective Monitoring, Recovery and
Resolutions of Stressed Assets. To control slippages and increase
recovery, Stressed Assets Targeled Resolution Actions (SASTRA)
Division was formed with two separate war rooms for focusing on
recovery of NPAand monitoring SMA accounts.

The focused efforts have resulted in Gross NPA Recovery of more
than Rs. 20,000 crore in FY'19 as against a Recovery of Rs. 9666
crore during FY'18. With topmost priority accorded to asset quality,
the Bank has consistently reduced the NPAs over last four quarters.
GNPA ratio declined to 15.50 % in Mar'19 from 18.38% in Mar' 18.
NNPA ratio declined to 6.56% in Mar'19 over 11.24% in Mar'18.
Provision Coverage Ratio has improved to 74.50 % in Mar'19 from
58.42%inMar'18.

The capital adequacy position went through a testing time in the light
of loss provisions made in Q4 FY'18. To enhance and conserve the
Capital, Bank used a multi pronged strategy of Capital Conservation
through Optimization of RWAs, reorientation of the business model
towards high rated borrowers, efforts towards enhanced recovery,
reduction in slippages, sale of noncore assets and rationalization of
operations. As part of rationalization, the Bank closed/merged
branches and dispensed with unviable ATMs. Bank has also
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improved its quality of exposures as indicaled by a decline in
domestic credit risk-weighted assets (RWA) by Rs 24782 crore
during the year despite increase in gross domestic credit exposure by
Rs. 51788 crore.

To instill a sense of ownership and belongingness towards the Bank,
the Employee Share Purchase Scheme (ESPS) was implemented
and | am happy to share with you that we were able to achieve 90%
subscription under the scheme. The capital infusion by the
Government under the Recapitalization plan further strengthened
the CRAR. The Bank's CRAR stood at 9.73% in Mar' 19 which
constitutes Tier | ratio of 7.49% and Tier || ratio of 2.24%.

Digital Transformation

Bank has incorporated digitization at all levels and across all sections
of customers. Taking the initiatives forward, the Bank successfully
upgraded to new Core Banking Solution (CBS) software v.10 last
year. An in-house Big Data Analytics Centre was set up based on
enterprise-wide data warehouse to focus on using data for better
customer care, develop customer-centric products and maximize
opportunities for cross/up-selling.

To provide superior customer experience and simplified banking,
Bank has unified all its Mobile Apps under one App “PNB ONE”. The
App acts as the digital face of the Bank facilitating multiple features
through a single platform. Besides, Bank has also tied up with one of
the biggest e-commerce player “Amazon” for providing lucrative
deals to the PNB customers.

Bank last year opened Digital branch under the brand name of
“DigiHut” promoting the concept “Do it Yourself”. In FY'19, 4 more
DigiHut were opened.

Bank was selected as the Digital partner in Kumbh Mela 2019, the
biggest religious congregation at Prayagraj, wherein Bank provided
services of its patented product, E Rupaya for digital payments,
Mobile ATMs and Cash Deposit Machines to the pilgrims.

New cards have been launched in the form of NCMC (National
Common mobility cards) Debit Cards which are equipped with offline
wallet facility to enable the customers to one card in all payment
systems (transit operators, Retail, E Comm, etc) across India. Owing
to these efforts, digital transactions have recorded more than 100%
YoY growth and Bank has achieved about 120% of the annual target
set up by MeitY (Ministry of Electronics and Information Technology),
in Feb'19itself.

Mission PARIVARTAN: Continuous Improvement

The Bank had embarked on an in-house transformational exercise,
“Mission Parivartan” in 2017 to transform the Bank into a “Future
Ready Bank'. The exercise, which is an ongoing process, is aimed at
implementing structural changes in the Bank through the three Psi.e
People, Processes and Products (PPP). To achieve this, an
independent “Think Tank” Division continued to provide directional
and policy inputs. An Ideation Portal “Lead the Parivartan” was
created for harnessing ideas of all employees across cadres through
suggestions made by them.

Swift was integrated with Core Banking Solution whereby all
outward payment SWIFT message are now automatically generated
through CBS.

To strengthen the credit processes including credit origination,
appraisal, underwriting and processing, Bank has set up 18
Centralized Loan Processing Centres (CLPCs) and plans to open
more CLPCs all over India. These CLPCs are manned with specialist
workforce to improve credit quality and Turn Around Time (TAT).
CLPCs have also ensured robust internal systems, processes and
efficient monitoring through segregation of pre and post sanction
responsibilities, qualitative credit assessment and efficient
monitoring.
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Your Bank has opened 36 Systemically Important Branches (SIBs).
This credit reorganization exercise was carried out to ensure that the
standard borrowal accounts with sanction limit of more than Rs 50
crore as well as their lending operations are concentrated in a few
specially designated branches with a specialized workforce. SIBs
have 3 tier structures in credit appraisal process segregating Pre and
Post sanction roles and responsibilities.

Trade Finance Center (TFC) were set up to a) handle Foreign
Exchange business at one place for better control and
Centralized MIS, b) processing all foreign exchange transaction
with due checks, c) mitigate operational and compliance risks in
respect of Forex Business and d) providing better customer
service in respect of Trade finance activities by trained staff.
While the existing TFC in New Delhi was strengthened, a new
TFC was started at Chennai.

Small Business Lending

The Bank continued to capture new business opportunities. To
reduce the turnaround time, the loan applications were streamlined
online. For the MSME sector, cluster based lending was adopted,
exclusive MSME Relationship officers were designated for MSME
customers and E-TReDS scheme for on line discounting of trade
receivable of MSMEs was used efficiently. Bank has also invested
in the platform to provide contactless loan to MSME borrowers
through the online portal psbloansinS9minutes.com and has
second highest in principle approvals of MSME customers through
this portal.

Human Resources Development

Recognizing that people development is the key to organization
development, far reaching measures have been taken for staff
development. There was expeditious completion of promotion
process within the fourth quarter of financial year itself, in order to
provide adequate manpower in each role and to ensure unhindered
Bank's operations during the Financial Year. The entire promotion
process from Scale | up to Scale VIl was concluded in one go thereby
ensuring continuity at the Zonal and Circle Business Head levels for
the entire year. Besides, outstanding performers in various
parameters have been recognized and rewarded by way of trainings
in India and abroad. The Bank has also launched its digitized
Performance Management System (PMS) in line with the EASE
Agenda, which aims to make the existing Performance Appraisal
System (APAR) more objective, transparent & system driven.

Awards and Recognitions

| am proud to share with you that in recognition of multi faceted
performances, a number of prestigious awards and recognitions
have been bestowed upon the Bank. In addition, your bank
featured among select few entities in international rankings.

The Bank has been adjudged “Best Performing Bank” among all
Public Sector Bank under Enhanced Access and Service Excellence
(EASE). EASE Reforms Index has been formulated by Indian Banks
Association(|BA) to measure the performance of Public Sector
Banks(PSBs). In addition your Bank has received accolades in four
out of six key themes envisioned under EASE i.e Customer
Responsiveness (Winner), Responsible Banking (Winner), Credit Off-
take (Winner), and Deepening Financial Inclusion & Digitalization
(Runnerup).

| am happy to share that in the recent Forbes magazine survey for
assessing “The World's Best Banks 2019” in terms of customer
satisfaction ratings, your Bank has been ranked 2nd among all Public
Sector Banks & 7th among 30 Banks (including Private and Foreign
Banks)in India.

In the area of technology, the Bank was declared winner of Infosys
Finacle Client Innovation Awards, 2019 in the category of
Accelerated Transformation. The Bank has also been bestowed with
the “IBA Banking Technology Award” for “Most Customer
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Centric Initiatives Using Technology (Runnerup) among large
Banks”. The Bank also received "Skoch order of Merit Award” and
was also given Special Award for excellent performance in Rupay,
NFS ATM Network, CTS, UPI/ IMPS & NACH in National Payments
Excellence Awards 2017. In appreciation of our efforts, NSDL, Delhi
has adjudged the Bank as “Best Performer in Account growth rate
(Top Depository Participant)” & “Top performer in New Accounts
opened (Bank Category)”.

Recently, your Bank was also recognized as “Best Bank For
Corporate Social Responsibility” by the Asiamoney Banking
Awards 2019. In addition to the above, in recognition of its inclusive
growth efforts, the Bank has been recognized as “Best in
Financial Inclusion” by Business Today and KPMG. Further, the
UIDAI, Govt. of India has also acknowledged the efforts by
awarding “Aadhar Excellence Award” as the 2nd Best
Performing Public Sector Bank in terms of Aadhar Generation
and Update.

Way Forward

The GDP growth in the next year is expected to be supported by the
continued recovery of investment, robust consumption amid a more
expansionary stance of monetary policy and expected impetus from
fiscal policy.

The Indian banking sector is expected to strengthen further. A
realistic recognition coupled with rebounding corporate profits,
quicker resolution of NPAs under the new bankruptcy law and
renewed credit growth will help banks to recover gradually from a
protracted bad-debt cycle.

The FY'19 was challenging for the Bank with concerns on multiple
fronts including high level of stressed assets, capital constraint and
constrained profitability, due to a one-off incident last year. Backed by
125 years experience of passing through all unpredictable scenarios,
your Bank was able to surmount the odds and return to growth path in
a shortest possible time. This has vindicated trust and belief of our
stakeholders and | am confident that with the initiatives taken in the
past and the ongoing measures, the building blocks for faster
progress and increase in business growth and profitability are in
place.

As we embark towards the next financial year, the Bank is fully
equipped to actualize the strategy of building a strong banking
franchise with digital presence across the customer value chain at
every touch-point. Besides, Bank's inherent strengths would also
lead towards more opportunities.

We assure you that your Bank will always strive to maintain its
leadership position in order to maximize its shareholders value.

I would like to acknowledge and thank all members of the Board for
their valuable support and guidance in all the endeavours. | would
also like to express my appreciation and gratitude for the trust,
support and continuous patronage we have received from our
customers and shareholders. We are confident that with your
cooperation, Bank will continue to build on its core competencies and
consistently deliver business and profitable growth. | am confident
that 'Team PNB' will continue to deliver the kind of results for the
stakeholders which makes us the "Name you can Bank upon' and
will further add to the stature of the Premier Nationalized Bank of
the country.

Yours sincerely,

— Rl

(Sunil Mehta)

X ——
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TYT AT H ISR ITOT | Top Executives at Head Office
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Left to Right (Sitting) : Sh. Indrajeet Arora, Sh. Vishesh Kumar Srivastava, Sh. Anil Bansal, Sh.Vimlesh Kumar, Sh. Vivek Jha,
Sh. Ashwini Kumar Vats, Sh. Dhaneswar Sahoo, Sh. Satish K Nagpal (CVO), Sh. L.V. Prabhakar (ED), Sh. Sunil Mehta (MD & CEO),

Dr. Rajesh Kumar Yaduvanshi (ED), Sh. Agyey Kumar Azad (ED), Sh. L.K. Malhotra, Sh. Naveen Kumar, Sh. P.K. Sharma, Sh. Punit Jain,
Ms. Arti Mattoo, Ms Reeta Kaul, Ms. Vibha Aren.

919 & S1¢ (@) - 8N a9, o Ry e, A A gaR, 4 aeiE sene, A ) e, A IR aerE, o) ol gER L o) O
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A Lo, R, A o, s, A AL, Aot a9, A 5 gaR o, A R i, S <ol g, Sasha wer, gsl geRar Zed |
Left to Right (Standing) : Sh. D.K. Jain, Sh. Dinesh Saxena, Sh. Binod Kumar, Sh. Nasim Ahmed, Sh. D. Chand, Sh. Sameer Bajpai,
Sh. Soumendu Kumar Dash, Sh. Chander Khurana, Sh. B.S. Raina, Sh. Satish Kumar Chawla, Sh. Sunil Soni, Sh. D.K. Paliwal,

Sh. Ram Kumar, Sh. Rajendra Singh Rathore, Sh. Raj Kumar Chatterjee, Sh. B.S. Mann, Sh. B.N. Mishra, Sh. P.K. Anand,
Sh. VK. Goyal, Sh. Rajesh Verma, Sh. Praveen Kumar Jain, Sh. Vinod Joshi, Sh. Rajeev Puri, Sh. Rajeev Khera, Ms. Sucharita Dwivedi.

W—aﬁﬁ'{'ﬂﬁ?‘f I General Manager-Overseas
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(§-9et: hosd@pnb.co.in)
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TiS11al SiDIcIal ad q Punjab national bank

...the name you can BANK upon !

AT BT Fhtw !

Head Office: Finance Division, Share Department, Plot No. 4, Sector 10, Dwarka, New Delhi — 110 075
(Email — hosd@pnb.co.in)

NOTICE

NOTICE IS HEREBY GIVEN that pursuant to regulation 56 of Punjab National Bank (Shares & Meetings) Regulations, 2000, 18th
Annual General Meeting of the Shareholders of Punjab National Bank will be held on Friday, the 12th July, 2019, at 10.00 A.M. at
Multipurpose Hall, Head Office, Plot No.4, Sector-10, Dwarka, New Delhi-110075 to transact the following business:

1. To consider and adopt the Audited Balance Sheet of the Bank as at 31t March 2019, Profit and Loss Account of the Bank for
the year ended 31t March 2019, the Report of the Board of Directors on the working and activities of the Bank for the period
covered by the Accounts and the Auditor's Report on the Financial Statements.

To consider and if thought fit, pass with or without modification, the following Resolution:
RESOLUTION:

“RESOLVED THAT the Audited Balance Sheet of the Bank as at 31t March 2019, Profit and Loss Account of the Bank for the
year ended 31t March 2019, the Report of the Board of Directors on the working and activities of the Bank for the period covered
by the Accounts and the Auditor’s Report on the Balance Sheet and Accounts are hereby adopted, approved and passed.”

By order of the Board of Directors
For Punjab National Bank

—u=n/
PO cow o LS
Place: New Delhi (P K Sharma)
Date: 28.05.2019 Chief Financial Officer

-_____________________________________________________________________________________WN
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NOTES:
1.

APPOINTMENT OF PROXY

A shareholder entitled to attend and vote at the meeting,
is entitled to appoint a proxy to attend and vote instead of
himself/herself and such a proxy need not be a shareholder
of the Bank. The proxy so appointed shall not have any
right to speak at the meeting. No person shall be appointed
as a Proxy who is an officer or an employee of the Bank.
The grantor of an instrument of proxy shall not be entitled
to vote in person at the meeting. The proxy in order to be
effective, must be received by the Bank at the Finance
Division, Share Department, Head Office, East Wing, First
Floor, Plot No.4, Sector 10, Dwarka, New Delhi 110075 not
less than four days before the date of the meeting i.e. on
or before the closing hours i.e. 5.00 p.m. on Saturday, the
06.07.2019.

APPOINTMENT OF AN
REPRESENTATIVE

AUTHORISED

No person shall be entitled to attend or vote at any meeting
as duly authorized representative of a body corporate,
unless a copy of the resolution appointing him/her as a
duly authorized representative, certified to be a true copy
by the Chairman of the meeting at which it was passed,
shall have been deposited at the Finance Division, Share
Department, East Wing, First Floor, Plot No.4, Sector 10,
Dwarka, New Delhi 110075, not less than four days before
the date of the meeting i.e. on or before the closing hours
i.e. 5.00 p.m. on Saturday, the 06.07.2019. No person
shall be appointed as an authorized representative, who is
an officer or an employee of the Bank.

ATTENDANCE SLIP CUM ENTRY PASS

For the convenience of the shareholders, Attendance Slip-
cum-Entry Pass is annexed to this Notice. Shareholders/
Proxy holders/Authorized Representatives are requested
to affix their signatures at the space provided on the
enclosed Attendance Slip-cum-Entry Pass and surrender
the same at the AGM venue.

CLOSURE OF REGISTER OF SHAREHOLDERS

The Register of Shareholders and Share Transfer Books
of the Bank will remain closed from Monday, the 08th July
2019 to Friday, the 12th July 2019 (both days inclusive).

NON RECEIPT OF DIVIDEND

Shareholders are also hereby informed that if any dividend
amount remains unpaid/ unclaimed for 7 years from its
due date, the said unpaid/unclaimed amount has to be
transferred to Investor Education & Protection Fund (IEPF)
set up by Central Government. As such, the unpaid/
unclaimed amount in Dividend Account for FY 2010-11
has been transfer to IEPF. The shareholders who have
not received/claimed the dividend(s) for year 2011-12 are,
therefore, requested to claim the same not later than 30th
June 2019 by giving their latest address, Mobile/Telephone
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No. Folio No./ DP-ID & Client ID and Bank details viz.
Bank name, branch address, Bank account no. and IFS
code etc. for claiming the amount. Please note that once
the unpaid amount is transferred to IEPF, no individual
claim shall lie against the Bank. Year-wise list of unpaid/
unclaimed dividend from 2011-12 onwards is uploaded on
Bank’s website www.pnbindia.in under ‘Investors’ Info’.

REQUEST TO SHAREHOLDERS

Please note that copies of the Annual Report will not be
distributed at the venue of the meeting. Shareholders/
Proxyholders/Authorized Representatives are, therefore,
requested to bring their copies of the Annual Report to the
meeting. The Annual Report along with formats is being
posted on the Bank’s Website at www.pnbindia.in

Electronic copy of the Annual Report for 2018-19
containing the notice of the 18th Annual General Meeting
(AGM) of the Bank, inter alia, indicating the process and
manner of e-voting along with Attendance Slip and Proxy
Form etc. is being sent to all the shareholders whose email
IDs are registered with the STA / Depository Participant(s)
for communication purposes unless any shareholder has
requested for a hard copy of the same. For shareholders
who have not registered their email address, physical
copies of the abridged Annual Report for 2018-19
containing the notice of the 18th Annual General Meeting
(AGM) of the Bank, inter alia, indicating the process and
manner of e-voting along with Attendance Slip and Proxy
Form etc. are being sent in the permitted mode.

Shareholders may also note that the Notice of the 18th
AGM and the Annual Report for 2018-19 will also be
available on the Bank’s website www.pnbindia.in for
download. The physical copies of the aforesaid documents
will also be available at the Bank’s Head Office at Finance
Division, Share Department, East Wing, First Floor, Plot
No.4, Sector 10, Dwarka, New Delhi 110075 for inspection
during normal business hours on working days. Even
after registering for e-communication, shareholders are
entitled to receive such communication in physical form,
upon making a specific request, by post, free of cost. The
shareholders may also send their requests to the Bank’s
email-id: hosd@pnb.co.in and at the email id of our Share
Transfer Agent: beetal@beetalfinancial.com.

Shareholders may kindly note that no gift/gift coupon will
be distributed at the meeting.

Due to security reasons brief cases, eatables & other
belongings are not allowed inside the hall. Persons
attending the meeting are therefore advised to make their
own arrangements for safe keeping of their articles.

WEBCAST FACILITY

The Shareholders are informed that the Bank will be
providing a facility to view the live streaming of the
proceedings of the Annual General Meeting (AGM) on
the NSDL website. You may access the same at https://
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www.evoting.nsdl.com by using your remote e-voting
credentials. The link will be available in the shareholder
login where the EVEN of the Bank will be displayed.

The webcasting facility will be available from 10.00 A.M.
onwards on 12th July, 2019.

EXERCISE OF VOTING RIGHTS THROUGH E-VOTING

In terms of provisions of Section 3(2E) of the Banking
Companies (Acquisition and Transfer of Undertakings)
Act, 1970 (as amended) no shareholder of the Bank other
than Central Government shall be entitled to exercise
voting rights in respect of the shares held by him in excess
of 10% of the total voting rights of all the shareholders of
the Bank. If any share stands in the name of two or more
persons, the person first named in the register shall, as
regards voting, be deemed to be the sole holder thereof.

In terms of Rule 20 of the Companies (Management
and Administration) Rules, 2014, as amended by the
Companies (Management and Administration) Amendment
Rules, 2015, shareholders entitled to attend and vote at the
meeting, can exercise their voting rights through electronic
means.

VOTING PROCESS
VOTING THROUGH ELECTRONIC MEANS

Pursuant to Regulation 44 of the SEBI (Listing Obligations
and Disclosure Requirements) Regulations, 2015, Listing
Agreement with Stock Exchanges and provisions under Rule
20 of the Companies (Management and Administration)
Rules, 2014, as amended by the Companies (Management
and Administration) Amendment Rules, 2015, the Bank is
pleased to provide its shareholders facility to exercise their
right to vote on resolutions proposed to be considered in
the Meeting by electronic means through e-voting platform
provided by National Securities Depository Limited (NSDL)
and voting at the general meeting. The Cut-off Date for
determining the eligibility of shareholders to exercise remote
e-voting and voting at general meeting is 05.07.2019.

That the facility for voting shall also be made available at
the meeting & members attending the meeting who have
not already cast their vote by remote e-voting shall be able
to exercise their right at the meeting.

That the members who have cast their vote by remote
e-voting prior to the meeting may also attend the meeting
but shall not be entitled to cast their vote again.

The instructions for remote e-voting are as under

(i) The remote e-voting period begins on 09.07.2019
(9:00 am) and ends on 11.07.2019 (5:00 pm). During
this period, shareholders’ of the Bank, holding shares
either in physical form or in dematerialized form, as
on the cut-off date of 05.07.2019, may cast their vote
electronically. The remote e-voting module shall be
disabled by NSDL for voting thereafter.
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(i) The details of the process and manner for remote
e-voting are explained herein below:

Step 1: The shareholders should log on to the e-voting
website https://www.evoting.nsdl.com

Step 2: The shareholder should then cast the vote
electronically on NSDL e-voting system.

Details on Step 1 is mentioned below:

How to Log-in to NSDL e-Voting website?

1.

5.

Visit the e-Voting website of NSDL. Open web browser by
typing the following URL: https://www.evoting.nsdl.com/
either on a Personal Computer or on a mobile.

Once the home page of e-Voting system is launched, click
on the icon ‘Login’ which is available under ‘Shareholders’
section.

A new screen will open. You will have to enter your User
ID, your Password and a Verification Code as shown on
the screen.

Alternatively, if you are registered for NSDL eservices
i.e. IDEAS, you can log-in at https://eservices.nsdl.com/
with your existing IDEAS login. Once you log-in to NSDL
eservices after using your log-in credentials, click on
e-Voting and you can proceed to Step 2 i.e. Cast your vote
electronically. You can use the Mobile App of NSDL.

Your User ID details are given below :

Manner of holding shares | Your User ID is:
i.,e. Demat (NSDL or

CDSL) or Physical

8 Character DP ID followed
by 8 Digit Client ID

a) For Members who hold
shares in demat account

with NSDL. For example if your DP ID

is IN300*** and Client ID is
12****** then your user ID
is IN3QQ*** 2% ****,

16 Digit Beneficiary ID

b) For Members who hold
shares in demat account

with CDSL. For

example if your
Beneficiary ID is
12************** then your
user |D is 12**************

c) For Members holding
shares in Physical Form.

EVEN Number followed by
Folio Number registered
with the company

For example if folio number

is 001*** and EVEN is
101456 then user ID is
101456001***

Your password details are given below:

a) If you are already registered for e-Voting, then you can
use your existing password to login and cast your vote.
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b) If you are using NSDL e-Voting system for the first
time, request at evoting@nsdl.co.in mentioning your
demat account number/folio number, your PAN, your
name and your registered address or you may call at
NSDL helpdesk at 1800-222-990.

If you are unable to retrieve or have forgotten your
password:

a) Click on ‘Forgot User Details/Password?’ (If you are
holding shares in your demat account with NSDL or
CDSL) option available on www.evoting.nsdl.com.

b) ‘Physical User Reset Password?’ (If you are holding
shares in physical mode) option available on www.
evoting.nsdl.com.

c) If you are still unable to get the password by aforesaid
two options, you can send a request at evoting@nsdl.
co.in mentioning your demat account number/folio
number, your PAN, your name and your registered
address.

After entering your password, tick on Agree to ‘Terms and
Conditions’ by selecting on the check box.

Now, you will have to click on ‘Login’ button.

After you click on the ‘Login’ button, Home page of e-Voting
will open.

Details on Step 2 is mentioned below:

How to cast your vote electronically on NSDL e-Voting system?

1.

After successful login at Step 1, you will be able to see the
Home page of e-Voting. Click on e-Voting. Then, click on
Active Voting Cycles.

After click on Active Voting Cycles, you will be able to see
all the companies ‘EVEN’ in which you are holding shares
and whose voting cycle is in active status.

Select ‘EVEN’ of company for which you wish to cast your
vote.

Now you are ready for e-Voting as the Voting page opens.

Cast your vote by selecting appropriate options i.e. assent
or dissent, verify/modify the number of shares for which
you wish to cast your vote and click on ‘Submit’ and also
‘Confirm’ when prompted.

Upon confirmation, the message ‘Vote cast successfully’
will be displayed.

You can also take the printout of the votes cast by you by
clicking on the print option on the confirmation page.

Once you confirm your vote on the resolution, you will not
be allowed to modify your vote.

General Guidelines for shareholders

1.

Institutional shareholders (i.e. other than individuals,
HUF, NRI etc.) are required to send scanned copy (PDF/
JPG Format) of the relevant Board Resolution/ Authority
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letter etc. with attested specimen signature of the duly
authorized signatory(ies) who are authorized to vote, to the
Scrutinizer by e-mail to agc.scrutinizer@gmail.com with a
copy marked to evoting@nsdl.co.in.

It is strongly recommended not to share your password
with any other person and take utmost care to keep your
password confidential. Login to the e-voting website will
be disabled upon five unsuccessful attempts to key in the
correct password. In such an event, you will need to go
through the ‘Forgot User Details/Password?’ or ‘Physical
User Reset Password?’ option available on www.evoting.
nsdl.com to reset the password.

In case of any queries, you may refer the Frequently
Asked Questions (FAQs) for Shareholders and e-voting
user manual for Shareholders available at the download
section of www.evoting.nsdl.com or call on toll free no.:
1800-222-990 or contact Ms. Pallavi Mhatre, Manager, at
02224994545 or send a request at Pallavid@nsdl.co.in /
evoting@nsdl.co.in.

Ms. Ashu Gupta, Practising Company Secretary
(Membership No. F4123, CP No. 6646) of M/s Ashu Gupta
& Co. (email ID — agc.scrutinizer@gmail.com) has been
appointed as the Scrutinizer by the Bank to scrutinize the
e-voting process in a fair and transparent manner.

The Scrutinizer shall after the conclusion of voting at the
AGM, will first count the votes cast at the meeting and
thereafter unblock the votes cast through remote e-voting
in the presence of at least two (2) witnesses not in the
employment of the Bank. The Scrutinizer shall submit a
consolidated Scrutinizer's Report on the total votes cast
to the Chairman of the Meeting not later than 48 hours
of conclusion of the AGM and the Chairman or a person
authorised by him in writing who shall countersign the
same and declare the result of the voting forthwith.

The Results along with the Consolidated Scrutinizer's
Report shall be placed on the Bank’s website www.
pnbindia.in and on the website of Stock Exchanges
immediately after the result is declared by the Chairman.

APPEAL TO SHAREHOLDERS

To save papers, shareholders holding Shares in Demat
Accounts are requested to get register (if not registered)
their email ID in their Demat Account so that notices/
Annual Reports & other communication may be sent
through E-Mail.

Shareholders holding Shares in Physical form are
requested to update their email ID with RTA by sending
their request (along with their Folio Number) for receiving
the notices/Annual Reports & other communication through
their mail-ID, at following address:
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WIfd Ueh ™R o
PROGRESS AT A GLANCE
(R wug ®) (% crore)

. | |tmier fo a4 | famr a5 | fom a6 | famr a7 | fom adig | fasr a9

S.No |PARAMETERS FY’14 FY’15 FY’16 FY’17 FY’18 FY’19

1 IR sit 362 371 393 426 552 921
Share Capital

2 fera Tt wa arferder 35533 38709 37917 41672 40522 43866
Reserves & Surplus

3 SRS 451397 501379 553051 621704 642226 676030
Deposits

4 offirg 349269 380534 412326 419493 433735 458249
Advances

5 Eayl HRERT 800666 881913 965377 | 1041197 | 1075961 | 1134279
Total Business

6 Eaglcisety 550420 603334 667390 720331 765830 774949
Total Assets

7 RCE 143786 149877 157846 186725 200306 202128
Investment

8 I (WS ) 6200 6559 6759 6937 6982 6989
Branches*( Number)

9 T Sedeh (HE) 6940 8348 9463 10681 9668 9255
ATM Network ( Number)

10 uf=Te™ o 11384 11955 11339 14565 10294 12995
Operating Profit

1" HA AEL 8042 8893 15313 13240 22576 22971
Total Provisions

12 I A 3343 3062 -3974 1325 -12282 -9975
Net Profit

13 FRER,/HH (3@ §) 1283 1319 1359 1417 1473 1680
Business/Employee (3 lakh)

14 HUT-STHT 31T (% ) 77.38 75.90 74.55 67.47 67.54 67.79
Credit-Deposit Ratio (%)

15 RIS @ (% ) 6.33 6.09 5.85 5.33 4.96 5.14
Cost of Deposit (%)

16 ST T 3 (%) 10.36 9.88 9.10 8.29 7.49 7.72
Yield on Advances (%)

17 g w uiita (%) 7.85 7.99 7.94 7.69 7.35 7.39
Yield on Investment (%)

18 G S s (%) 3.44 3.15 2.60 2.38 2.16 2.41
Net Interest Margin (%)

19 it uT ufawet (%) 0.64 0.53 -0.61 0.19 -1.60 -1.25
Return on Assets (%)

20 TN M 71U (% ) 45.06 46.74 46.79 39.17 56.75 47.03
Cost to Income Ratio (%)

21 Tehel T (% ) 5.25 6.55 12.90 12.53 18.38 15.50
Gross NPAs (%)

22 IE T (%) 2.85 4.06 8.61 7.81 11.24 6.56
Net NPAs (%)

23 gsir gIiear 3T (@t ) (%) 11.52 12.21 11.28 11.66 9.20 9.73
Capital Adequacy Ratio (Basel lll) (%)

* ek TEERYH S Wigd Wie] e

* Domestic Branches including one Extension Counter
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KEY FINANCIAL POSITION
Tehe! Xe] AR &, TG HS ) W] TARTRET (&, @ g )
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ot &t fae 2018-19

fodta = 2019 U9 Fera dw # fAU T AR a9 em wE
HIfqEl & SR, 39 o A SE-He-ad i y&i¥a fman sik
HIY 3 W 9 Yded 96 ¥ IR B AR FRER AT @
qHfeior &% fou fawen @ wfwast @R s suEl w5 g5e
HTH B WHITR TE I Tk FEE HI A TN S H, Gl
IO ST el R GCEATH R § GUR I WA wH H
feon & off v fbw T R

I AT Te T & HIROT, 3R Sk Tt Wi 3R e
ufReTer YEYE UREH #) U1l ged gHIfE ® e § tEd gu
Syt Fufd w1 e W GUR, ol TSI i Hetgd el 3R S0
auE o fo fodl ufdeme uag & 999 @19 W T USEH
1 A TMHEU o | foaxig 96’19 # Aoyl yeeH Avsel ¥ guR
T B Wehel IR Troufed et @R yg iR Froditea enfeE o
¥ finee o ?) foxiia ad'18 & SRM 9666 HUS TUH H Fehed
I & Hepree fodia a€'19 H € 20,000 FAE ¥ Al H1 ThHA
R froqifed enfeaal # agef g oIk S 1 aferem @ ad ) o
26.2% H1 gfg & WA T 12995 Hg EII

forita o & <A A H1 el el HRER | OE Hg 9 9G
T, S OAE19 TR 99 X W 11.1% hi IhE B WY 11.45 @
FAE TYF Tk UgH T 2| Tkl el AH 14.1% I8 K I8 HY
e & W F491 AE FAS W IR dF & W feuforeg §
a9 A 9.0% i F&d B WY 6.54 G HUS T gE AR S
FT FE ST AR T 2.85 @@ FAg R W feuife % faw s
HI 43.51% fewoRrl @ |

Geg ¥, foxfta = 2018-19 o § §% & oI wh "ol o
o, ford T 31T TRkl oIR fedemenl & sTerfava™ oIk Wy |
fasta wra ¢ famda wffefml #1 awaagds 9 sie fkan d%
% weeh w1 fafu= wfafted wiewml @ am=m @ T @ @ik s
S o gofl HreSITR &5 % Sl % WY HHIS WeYE §%' % &Y
| wiftd e ok T ‘e R wodiold QR @ weif
foran T TOE ST, B € § ek G e & Had | wied
iR & g “fE deed 9w S99 2019 H o9 S% H gt
TS & & okl |, TE e fE R

3@ gyt ¥, 3T EvTeRToT @t 31Uk Siek @it 31 WT=L, 2019
= T (faa19) arfies fdie & @y d& & arfie omn
Tiifara Taamor wegd o g¢ wE=aT & W R

TANT U9
v foaxig vasts
anfiat 3iv Igag

S 1 el SR 31 W 2018 ® T 7.65 W@ IS
o8 W 1.19% Seh 31 W 2019 hi 7.75 G HAS &
TR TW orEfy & RE S w1 Y AW 5.65% ® g5 ®
Y %.4.34 @ FUIE Y IgHT 4.58 TG HUS TIY & T
fraw 31 Al 2018 % 9 2.00 TG HAS ¥ 0.91% &t Ihg
W T 2.01 A A & A

alfefes Rard
Annual Report

2018-19

DIRECTORS’ REPORT 2018-19

The Financial Year 2019 was a year of reckoning for Punjab
National Bank. Despite numerous challenges, your Bank
displayed resilience and overcame the adverse impact in the most
resolute manner. A series of measures and strategic initiatives
were undertaken in the Bank ranging from strengthening of
systems, procedures and control measures to realignment
of business strategy. Efforts were also channelized towards
improving recovery, capital conservation and incorporating
structural changes in the Bank.

Due to the swift action and strategy, your Bank could make a
good progress and deliver commendable operating performance.
The highlight of the performance was addressing of the key
challenges, namely improvement in asset quality, improving the
operating profit and capital optimization without any adverse
impact on its business. There has been an improvement in
the crucial performance parameters in FY’19. There has been
decline in Gross Non Performing Assets and Net Non Performing
Assets helped by record Gross Recovery of more than Rs.20,000
crore in FY’19 as against the Recovery of Rs.9666 crore during
FY’18 and YOQY increase of 26.2% in Bank’s Operating Profit to
Rs.12995 crore.

The Bank’s Gross Domestic Business increased by over Rs 1
lakh crore during the financial year to reach the landmark figure
of Rs 11.45 lakh crore as at March’19 showing a YOY growth of
11.1%. While Gross Domestic Advances recorded YOY growth
of 14.1% to reach Rs. 4.91 lakh crore, Domestic Deposits at
Rs. 6.54 lakh crore grew YOY by 9.0%. The Bank’s CASA
Deposits stood at Rs. 2.85 lakh crore and the share of CASA to
Domestic Deposits was at 43.51%.

To summarize, Financial Year 2018-19 was indeed an eventful
year for the Bank, wherein we successfully left the adversity
behind reflecting a clear triumph of self belief and trust of our
customers and stakeholders. Bank’'s performance has been
recognized at diverse prestigious platforms and your Bank was
adjudged as the ‘Best Performing Bank’ amongst all Public
Sector Banks and conferred with “EASE Reforms Excellency’
Award. Besides, in terms of customer satisfaction ratings, your
Bank has been ranked 2nd among all Public Sector Banks in
India in the recent Forbes magazine survey for assessing “The
World's Best Banks 2019”.

Against this backdrop, your Directors have pleasure in
presenting the Annual Report of your Bank for the year
ended March 31, 2019 (FY’19) along with its audited Annual
Financial Statements.
OUR PERFORMANCE
A. FINANCIAL PERFORMANCE

Assets and Liabilities

Total Assets of the Bank increased YOY by 1.19% to
Rs 7.75 lakh crore as at 31st March 2019 from Rs 7.65
lakh crore as at 31st March 2018. During the period, the
Net Advances of the Bank increased by 5.65% to Rs 4.58
lakh crore from Rs 4.34 lakh crore. Investment increased
by 0.91% to Rs. 2.01 lakh crore from Rs 2.00 lakh crore as
at 31st March 2018.
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SRR §, 3@ oM@y & <R Tellee fEuifee 5.26% ST
T 642 @ FAS §  6.76 TE HUS 8 T AE 2018
o 60851 VS T ¥ IUREA 3 o W ad Wi 35.3% TR
39326 FIg T @ |

g S 3

A dF B G A I fam ¥ 19 & A a9 g o
TEH T 17156 A W | Sehl a9 ® SN =S A gy

6.9% % g T TW 51310 HUS W =S & 3.3% F 15%
Fiftfer R WG T % 34154 HS @I

gREme™ &

MY Sk o1 e e fom ad % SR ad < A 26.2%
¥ agHT 12995 HUS T T TN HIY HAOH § AH Rl
BIEH HR AT T a6 T a9 69.1% H TEHL 11903
FAg T T TN SR Tk S ki ht g fom ad 18
T %.56877 AT W dga fam o’ 19 H T 58688 HIS &
T fom ad'18 H ©.46582 FUT ¥ HA HI HeH fom ad’
19 ® %.45692 Hs @I

Y& 9/

o A fo od 18 & SRE 12283 Fg T F THEAM B
geEe fod ad 19 | T IME RT %.9975 S T qH
difrs < fean 21 iR Frowfea enfet & fag g fag o’
19 ¥ %22971 *g @ food wH & wem & fau few Mo
%7167 U 1 FEUE @ wiEa 2

Wae™ 3R SRR

ot = 19 & SNH, gk dF A e 98 ® €29 869

FUS HT T | .28 341 HUS T WEHH (HT & STera)

foran 21 o w19 § TR Froufed snfeal W grEee €.24 435

HUE T S T WM Heksl I 7 18 W 58.42% W

TEHT 31HTE, 19 Fl 74.50% &I

gftenerrTe favra

gl oRfeorfaal & srasE, 9% 7 SeR wseE faa @i

T Sardl & W fea | fasim ad 19 % %3 =T

fergtoarg feifera 2

fa=ia

o S 9 31.03.2019 H ®.11.45 TG HUS & FHel el AT
&® Y Tk 9 hifaq Lenfaa  feman

o S 1 T Sl W 31 A 2019 Tk GaH 3P
Afyeeh HRER 2

o W SERRE H 43.51% w1 feRRd & Wy @
TETHd ! W ®.2.85 & HUS & HE SHNET
TR = o W@

o S w TG AN &I A RO WE H 25.4% Jg &
e G0 ®U H o & IRE 21.7% 95 gE

o WfHRd &F & FEd 31.03.2019 TH ® GEE Y@
T ed W R ey M R

o I W &I AFE ATE 2018 H 5.25% | HeHL AIE 2019
¥ 5.24% qh HH TE |

s W G A i fod o 18 H 2.42% ¥ F@ fom
a9 19 F 2.59% & T

On the Liabilities side, Global Deposits rose by 5.26 %
from Rs.6.42 lakh crore to Rs 6.76 lakh crore during this
period. Borrowings declined YOY by 35.3% to Rs 39326
crore from Rs 60851 crore in March 2018.

Net Interest Income

Net Interest Income of your Bank increased YOY by 15%
to Rs 17156 crore during FY’19. While Interest Income
grew 6.9% YOY to Rs.51310 crore, Interest Expenses
growth was contained at 3.3% to Rs.34154 crore.
Operating Profit

Operating Profit of your Bank grew by a robust 26.2%
YQOY during the FY to Rs 12995 crore. Core Operating
Profit excluding gains from treasury operations grew YOY
by 69.1% to Rs 11903 crore. Total Income of your Bank
increased from Rs.56877 crore in FY’18 to Rs 58688 crore
during FY’19. Total Expenses declined from Rs.46582
crore in FY’18 to Rs. 45692 crore in FY’19.

Net Profit/Loss

Bank has narrowed down its net loss to Rs 9975 crore in
FY’19 against the loss of Rs.12283 crore during FY’18.
Total provision stood at Rs 22971 crore in FY’19 including
a provision of Rs. 7167 crore towards the one off incident.
Provisions and Contingencies

During FY’19, your Bank has booked provision (other than
tax) of Rs 28,341 crore compared to Rs. 29,869 crore last
year. Provision for NPA stood at Rs 24,435 crore in FY’19.
Provision Coverage Ratio of the Bank improved to a robust
74.50% as at Mar’19 from 58.42% in Mar’18.
OPERATIONAL HIGHLIGHTS

Despite challenging circumstances, the Bank performed

creditably and reached several new milestones. Some of
the operational highlights of FY ‘19 are listed below:

Financial

+ Bank achieved a new landmark with Gross Domestic
Business at Rs 11.45 lakh crore in 31.03.2019.

+ The Bank has the highest Net Global Business amongst
Nationalized Banks as at 31st March 2019.

* CASA Deposits at Rs 2.85 lakh crore remained the
highest amongst nationalized banks with 43.51% share
in Domestic Deposits.

* Retail Advances grew by 21.7% during the year with
25.4% growth in Housing Loan Segment.

* All major National Goals under Priority Sector were
achieved as at 31.03.2019.

* Cost of Domestic Deposits declined from 5.25% in
March 2018 to 5.24% in March 2019.

* Domestic Net Interest Margin increased from 2.42% in
FY’18 to 2.59% in FY’19.
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. T W FH ® s FRER 9fs iR W #
fo, dewifeat @1 Hod dem WE IURSAeT & WY
+0 Sifem A WeEd w1 AR fwa e em wrEiHifaw
gfewm 4 oot forar & @Y Tw AeEd ddg@ e
ghf=a =1

o FF & U AT F 9O SO FE F e, FwA=R
wiF wiT A e F T B 10 wHE R ST
FE H T 90% T W FT | F&H T TAIS TR0
oAl % ST WHER GR GST A ¥ HARTHR 3R
TSI g W 19 1 ok T HISTRTSR 9.73% R feord
T, S foh foo | orqum & 7.49% 3R fomr || & orquma
2.24%. ® TN B
AT 3R fefee et

s YR % TAIR Uew HT I G W T oy
oM | favarg wan ®1 A <er, SitEd gee § gur
AR GHEH H ANE i HH K F g FER A
e & weer d few w5 ) @ 21 osw A
et TH-TrEe, s o, e weEs ok S
fefSiea oA &t gfaen ?g stem-31em fefsea wiamye
A T R

o T € A dF 3 “diuet a7 o T 21 fEe g
TH WREEH ® Head 9 i SfwT gt @ ee
T 77 9 HIEEA TT I TH T F TG Thiehd (a1
TR W 36 U % HieAw 9§ el o fomitg e @i
e afé Taet i TaW B FT TR F

o fefSeaEsyH & gfd 9% & yard & gRormeesy, fefsed
T o foxita o 2019 ® 100% § s1fer &1 o9 ) a9
9fg <o #T T T 1 qF A EEd 2019 F (THESRAGE)
TSR 3R o1 Gl Haerd gR1 feffa anftien
A H T 120% U H o 2

TAHHI TFRATES

o TI-TRY JAEHEIA THREES, fovE ufedd & ofafd,
S 1 SeYF <M & 9o & T qAR §% H SR B
79 feon &, 9% ° @ b srefa divew, q9E R dew
(PPP) & wiesm @ WaIcHeh IREdHl i @F] & &
foaq fafe= wea =1 T 2
Yfwaet i ASEd HH b BT H halhd R GHH
%5 (CLPC) &l 9RA THR % EASE HEHH & FIET
IR & Y § Fanierd fopan Tl 3 Wi e
Ffee e oK T eNEE erE (dTE) § guR & fa
foRoe wH=rt  FR © 71 HeadE 3 egEed & gd
T TR & SR, O hiee qearhd iR B
TR 1 gersh ST Helga TdRe Junferal, Hiseaet ud
e e g @

Capital

In order to ensure business growth under capital
constraints, churning of the portfolio was undertaken
towards better rated borrowers with low risk profile. The
strategic approach ensured a strengthened balance
sheet with capital conservation.

To instill a sense of belongingness towards the Bank,
the Employee Share Purchase Scheme (ESPS) was
implemented which garnered an impressive more
than 90% subscription. The capital infusion by the
Government under the Recapitalization plan further
strengthened the CRAR. The Bank’s CRAR stood at
9.73% as on Mar'19 constituting Tier | capital of 7.49%
and Tier |l capital of 2.24%.

IT and Digital Initiatives

Your bank believes in leveraging technology for
delivering best customer experience. Bank continues
to invest in automation of our internal processes to
improve efficiency, risk management and reduce cost
of operations. Bank has introduced different digital
applications in order to facilitate digital transactions
such as PNB M-Passbook, BHIM PNB, PNB MobiEase
etc.

Recently Bank has launched “PNB ONE” by unifying
all Mobile Apps under one App for providing various
banking processes through a single platform. Bank
endeavours to enable all the eligible financial
transactions and Value Added Services through this
App.

As a result of Bank’s efforts towards digitalization,
digital transactions have recorded more than 100%
YoY growth in FY’19. Bank has achieved about 120%
of the annual target set up by Ministry of Electronics
and Information Technology(MeitY) in February 2019
itself.

Transformation Exercise

Under the comprehensive in-house transformation
exercise, Mission PARIVARTAN, Bank aims to
transform itself into a future ready Bank of the country.
In this direction, various initiatives were taken to
implement structural changes in the Bank through the
three Ps i.e., People, Processes and Products (PPP).

Centralized Loan Processing Centres (CLPC) were
operationalised in line with the Govt. of India’s EASE
program in order to strengthen the credit processes
including credit origination, appraisal, underwriting and
processing. These CLPCs are manned with specialist
workforce to improve credit quality and Turn Around
Time (TAT). CLPCs have also ensured robust internal
systems, processes and efficient monitoring through
segregation of pre- and post- sanction responsibilities,
qualitative credit assessment and efficient monitoring. 18
CLPCs were opened all over India to ensure improved
turnaround time and qualitative credit assessment.
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o IW & Ifafiem, fauom w=T ¥ R, =R fod
e w1 fefsedion, smen giwewtor sk e oo
@I JUTTet! 1 Aoed w3 SE wee off w1 )

ST [uTe

S o fore <omamE aftwateat w5t ogelt  gates wefshaet

4 9wk 2l sE e § wfxd v % gk, s

Hehel TANTY A 2018 & T 86,620 FUS & Hehrael 31 A

2019 ® WEHI T, 78473 U W TN 3 YR, faa wAdie

31 W™ 2018 W ©48,684 HUS W FEHT 31 HE' 2019

%.30038 HUS B AT | UM H G A, Ghel TAHT AU

18 W 18.38% W T W 19 T 15.50% AR et wAdiY

STU A 18 11.24% ¥ WEHT 6.56% T AN HE' 2019

T I S et (feiem) H 31 W= 2018 | 58.42%

TEHL A 2019 H 74.50% B TN TEE A, YR

F TUE § gUR w6 fau Sg en ot 't ®

stfim fean T 2

fasia ad’ 19 & <R enfia TUrERT ¥ QAR 3G H T wEek

o W W Y Bl TH A, favivm ok U@ dm % m@em
¥ S ¥R GHfae ogell & U Th Sealer dees
qRufd geeA & (SAMV) SR TR

o fadm ad'1l9 & W, T W A AE F O, S
TH ¥ TAAT @ 2018 B UHHYD GHl AT b ferg
forte Ao S fafv= &off & W @ gaifueiEl w
%. 25 HUS TTY q i dbm U ot @rdt & ferw 39
T H agell § aft o & ferg sifeR fRu w ¥ 3w
TS & qod 53,255 SAETE waEl &l A5 & T

o foR 9 9 wEM U @m, § agel % fau @ A
ot 05.12.2018 ¥ 31.03.2019 T @l== i T | T A
& oI qe=™ T @@l | 100% qreeE R T el

o SEIUE YAl ®i ardfas 9d &t R & faw T
o sifete Sidug Widet o feRan T o 3R %.50
G W Afyed THISR o T @l % gaee % fa
oI oM oqell Jaue Im@rsd & afded & o &
w9 H TET T

o S 4 foviv ®u @ BR A dfed @t ol § ageh
i T 37 & forw v wor g iR o smEfsa

o Hifgs & aiffw &9 G T @ § aget & &9 |
I e & Al i g s @ fae fead
g 1 SEERoT ¥E # T 2

o HF A 7 A TehheiaAl i TEHH & fou ff T'd wi
AR fafe=1 SuRerdis =1 Aifed S frT Tw, S gEaH
<hehdl €1 TROTHEEY, 31.03.2019 i, 1142 SR
I SURAT ehehal wIaa feRam T

+ Besides the above, initiatives like revamping of
Marketing Structure, digitization of Trade Finance
operations, branch rationalization and strengthening
inspection & audit system were also undertaken.

ASSET QUALITY

Recovery of stressed assets continues to be one of the top
priorities for the Bank. As a result of focused efforts in this
direction, Gross NPAs of the Bank declined to Rs. 78473
crore as at 31st March 2019 from Rs.86,620 crore in 31st
March 2018. Similarly, Net NPAs declined to Rs.30038
crore as on 31st March 2019 from Rs.48,684 crore in
Mar'18. In terms of ratios, Gross NPA ratio declined to
15.50% from 18.38% in Mar’18 and Net NPA ratio declined
to 6.56% from 11.24% in Mar'18. Provision Coverage
Ratio (PCR) improved to 74.50% as on 31st March 2019
from 58.42% in 31st March 2018. Besides, fresh advances
have been made in better rated accounts to improve the
asset quality.

Initiatives taken to Improve Asset Quality during FY’19

» Stressed Assets Management Vertical (SAMV) was
created for enhanced and timely recovery through a
dedicated, specialized and motivated team spread all
across the country.

* During FY’19, a new scheme was launched, namely
“Special Scheme for One Time Settlement for NPA
accounts 2018” for accounts with balance outstanding
up to Rs. 25 crore empowering various field level
functionaries to accelerate recovery in this segment.
Under the said scheme, 53,255 OTS proposals were
approved.

+ A scheme for Recovery in Specifically Identified
Accounts, was also launched from 05.12.2018 to
31.03.2019. The accounts identified for the scheme
carried 100% provision.

» A specialized online OTS portal was launched for real
time monitoring of OTS proposals and Specialized
Asset Recovery Management Branches were created
as part of the vertical for management of NPA accounts
with exposure more than Rs 50 lakh.

+ Bank also organized Mega Rin Mukti Shivirs for giving
impetus to recovery especially in small advances, to
expedite the pace of settlement.

+ Concept of “Recovery Champions” was introduced
to felicitate the outstanding performers in the field of
recoveries in NPA accounts on monthly and yearly basis.

* Bank also took initiative in identifying Wilful Defaulters
and notices were issued to various borrowers who
were found to have committed an act of Wilful Default.
As a result, as on 31.03.2019, 1142 borrowers were
declared as Wilful Defaulters.
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» Key Responsibility Areas (KRAs) were formalized for
staff working in ARMBs, recovery teams at CO/ZO
level and in the 50 identified branches having large
concentration of NPAs.

* Recovery War room set up last year comprising of 5
senior officers is in operation for constant and vigorous
follow up with field staff on daily basis.

* Bank took another constructive initiative "Mission
Gandhigiri" to put moral pressure on the defaulters to
payout/clear the dues. It included a peaceful dharna
before the Borrowers' place.

* Bank has been running successfully e-Auction portal
for sale of assets under SARFAESI Provisions. It
resulted in quick, hassle free and undisputed realization
of sale of securitized asset.

INFORMATION TECHNOLOGY AND DIGITALIZATION
In today’s digitalized world with an unprecedented
penetration of internet, it is very imperative to be tech
savvy. In alignment with Government of India’s initiative
of a Digital India, Bank has incorporated digitization at
all levels and across all customer segments to provide a
seamless banking experience. Against a target of 71 crore
Digital Transactions for the financial year 2018-19, Bank
has achieved 85.4 crores digital transactions (120% of the
target) in Feb 2019 itself against the ambitious target set
up by MeitY.
Alternative Delivery Channels
a) Internet Banking Services (IBS): As on 31st March
2019, Bank showed a YoY growth of 21% in respect of
IBS users. Bank has introduced Overdraft (OD) against
Fixed Deposit (FD) through Internet Banking Account .

b) Mobile Banking: As on 31st March 2019, there is a
YOY growth of 55% users in mobile banking application
of the Bank. With an aim to provide superior customer
experience and simplified banking, Bank has recently
launched a unified mobile application “PNB One” to
facilitate multiple features through single platform.
This, all- in- one application, allows users to transfer
funds, view account statements, manage debit card
& credit card and many other value added services at
fingertips.

(in lakh)

2017

2018 2019
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c) ATMs: In order to cater to the banking needs of
customers, Bank has a vast Network of 9255 ATMs
across the country and a strong card base of more than
7.42 crore.

Digital Initiatives during FY’19

Bank has been a pioneer in providing 100% CBS solutions
in the banking industry across the country. All the bank’s
service outlets/centers are working under CBS thereby
extending convenient “anywhere anytime banking” to all
customers. Few of the digital initiatives taken during
the year are enlisted below:

+ Bank has recently launched NCMC Debit Card as
per GOI directives which would enable a single
interoperable digital payment mode in Metros, Railways
and Bus services to fulfill Govt. of India’s vision of
“One Nation One Card”. Besides, PNB DAV United Co
branded Debit Card has also been launched during the
year.

* The Bank has revamped the Rakshak plus Debit Card
which will be providing additional befifit to Customers
who are serving in Indian Army /Navy/Airforce & Indian
Costguard.

* Bank last year opened a Digital branch under the brand
name of “DigiHut” under the concept “Do it yourself’.
During FY’19, 4 more DigiHuts were opened.

» TheBankwas selected as Digital partnerin Kumbh Mela
2019, the biggest religious congregation at Prayagraj,
wherein Bank provided services of its patented product,
E Rupaya for digital payments, Mobile ATMs and Cash
Deposit Machines to the pilgrims.

+ The Bank has integrated with NPCI to work as an
operating unit under Bharat Bill Payment Operating
Unit (BBPOU) and it was made live in September
2017. Now the Bank is working as BBPOU-CU as well
as BBPOU-CU on BBPS platform as the Bank started
on-boarding of Merchant bill unit.

MANAGEMENT INFORMATION SYSTEM

Enterprise-wide Data Warehouse (EDW) has been
successfully implemented in the Bank and has evolved into
a single source of data catering to numerous requirements
related to data/reports of the Bank facilitating meaningful
decision making at all levels of the Bank.

Data Analytics: Data Analytics activities have been
carried out with an objective of business development
and sustainability by taking more accurate and informed
decisions based on analytical studies on various topics/
products. Various analytics studies of descriptive and
predictive nature were carried out during the year.
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BRANCH AND OFFICE NETWORK
Domestic Network

The Bank has one of the largest networks of 6989 branches
as on 31.03.2019 comprising of 1280 Metropolitan, 1387
Urban, 1727 Semi Urban and 2595 Rural branches. Rural
and Semi Urban Branches (RUSU) comprise around
62% of the Total Branch Network.

International Presence

Atpresent, Bank has its overseas presence in 6 countries by
way of 2 branches (1 Hong Kong & 1 Dubai), 2 Subsidiaries
(London & Bhutan), 1 Associate (at Kazakhstan), 1 Joint
Venture (at Nepal).

INTERNATIONAL BANKING

At present, the Bank has 145 branches authorised to
handle Foreign Exchange Business and 2 Trade Finance
Centres at New Delhi & Chennai specialized in centralized
handling of trade transactions. The Bank also has
Specialized Export Permission (SEPs) branches at major
export centres for extending services to the Import/Export
customers. Besides, Bank has 21 Exchange Bureaus
at important tourist centres to facilitate encashment of
Foreign Exchange Currency Notes/Traveller Cheques by
foreign tourists/NRIs.

The Bank is having International Service Branch (ISB) at
New Delhi for handling Inward Remittances for the Bank as
a whole. During FY’19, the Bank has handled remittance
business of Rs.46,336 crore. The Bank also has Rupee
Drawing Arrangements (RDA) with 32 exchange Houses
(24 in the Gulf, 2 in Singapore, 2 in the USA, 1 each in
UK, Australia, Canada and Japan) to facilitate remittance
from NRIs. Apart from this, the Bank also has remittance
arrangements under Money Transfer Service Scheme
(MTSS) with 2 Money Transfer Organisations Worldwide.

BUSINESS DIVERSIFICATION
Insurance Business

Life Insurance: The Bank mobilized premium of Rs. 2226
crore from 1,35,957 policies, as against total premium of
Rs.1728 crore mobilized during FY’18, thus showing a
growth of 28.82 %.

The Bank’s earnings from Life-Insurance business during
FY’19 amounted to Rs.178 crore as against Rs.144 crore
during FY’18, showing YoY growth of 23.61%.

Total business mobilized under Life Insurance business
since inception is Rs.8106 crore, from 8,13,068 policies
and total earning amounted to Rs.679 crore.

Non Life Insurance: Under the Non-Life Insurance, the Bank
has a tie-up with The Oriental Insurance Company Limited,
The New India Assurance Company Limited, Bajaj Allianz
General Insurance Company Limited & Religare Health
Insurance Company Limited (Stand alone Health Insurance).
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The Bank’s Gross written premium stood at Rs. 357 crore
from 8.30 lakh policies for FY’19 vis-a-vis Rs.262 crore
from 7.12 lakh policies for FY’18. Further, the revenue
earned during FY’19 was Rs. 48 crore as against Rs. 36
crore during FY’18, showing a growth of 34%. 2,17,356
health insurance policies were sourced in FY’19 as against
2,12,612 policies sourced in FY’18.

* Mutual Funds: The Bank is distributing and marketing
Mutual Fund products of Principal Asset Management
Pvt. Ltd, UTI Asset Management Company Ltd,
Reliance Nippon Life Asset Management Company
Ltd, TATA Asset Management Company Ltd, Aditya
Birla Sun Life Asset Management Company Ltd. and
LIC Asset Management Company Ltd. During Fy'19,
the Bank mobilized a sum of Rs. 3445 crore.

» Depository Services: The Bank was awarded “Top
Performer in New Account opened” under Bank
category from NSDL as Depository Participant. As a
Depository Participant, bank opened 47582 Demat
accounts in FY’19.

* Merchant Banking: During FY’19, Bank handled more
than 1,76,974 ASBA applications against 139 issues.

* Credit Card: Bank is holding a leading position in the
banking Industry with a customer base of 3.34 lakh in
credit cards as on 31.03.2019. To enhance the security
level of the credit cards, the Bank is issuing only
EMV Chip cards with PIN. Issuance activity became
an independent profit centre. Profit from credit card
issuance business increased from Rs.25 crore as at
31.03.2018 to Rs. 47 crore as on 31.03.2019.

During FY’19, the Bank implemented Long Code Pull
SMS facility for customer convenience. The Bank also
introduced Instant Issuance Credit Card & Debit Card
kiosks at Digi-hut branches for instant issuance of
cards to walk-in customers.

* Merchant Acquiring Business: The Bank is
undertaking merchant acquiring business through
various platforms including Point of Sale (POS), Quick
Response Code (BHIM/Bharat QR Code), BHIM
Aadhar Pay and Internet Payment Gateway. Punjab
Govt. Food Procurement business through PUNGRAIN
was also undertaken successfully.

A total of 47,463 merchants on various platforms were
on-boarded through POS, QR & BHIM Aadhaar.

New Initiatives during FY’19

* Lead Tracking System (LTS) was implemented for
generation of merchant leads from fields on various
platforms and facilitating centralized reporting reducing
turn around time TAT.
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* De-installation and re-mapping of accounts for
merchants were facilitated through LTS.

« Personal Executive (PE) Model was introduced to
maintain long term relationship with High Networth
Individuals (HNIs),

* A new version of “Performance Mirror” portal for
tracking progress of PEs mapped was brought into
effect.

* IT integration with PNB Metlife India Ltd. for online
payment through “PAYPREM” was made live.

GOVERNMENT BUSINESS

In order to focus on Govt. business, various new initiatives
were implemented in the Bank. The Bank has been
increasing tie-ups with various State Governments for
capturing their transactions through e-GRAS (Government
Receipts Accounting
Taxpayers to make payments due to the Government
such as Sales tax, Road tax, Taxes and Duties including
penalties. This was enabled in the States/UT of Chandigarh,
Rajasthan, and Jharkhand etc. Bank has also successfully
integrated with National Health Authority for PMJAY (Prime
Minister Jan Aroyogya Yojna) Scheme. The Bank was one
of the two public sector banks integrating with them.

System) which facilitates the

Bank launched a tax collection campaign and tied up
with GeM(Government Market Place) for integration
with the Bank’s systems for seamless e-procurement
by Government departments. During FY’19, the Bank
launched PPF campaign during the months of Dec 2018
to March 2019 and more than 1.20 lakh new PPF accounts
were opened during the campaign.

Apart from the above, the Bank signed MoU with India Post
Payments Bank(IPPB) for technical support and offering
retail loan products at very attractive rates to Dak Sewaks.
The Bank digitized the Prayagraj Kumbh Mela 2019
through PNB e-Rupaya card for which PNB was accorded
the status of Digital Partner for the entire event lasting for
two months where approximately 2.5 crore pilgrims visited.

Some of the initiatives taken up by the Bank under
Govt. Business during the year are given as under:

1. Defence Bank Cell (DBC) at HO and Veteran Facilitation
Centres created at various places Pan India as part of
the strategy to garner defence accounts (salary and
pension) and to facilitate Veterans by attending to their
queries for on the spot resolution.

2. A CPPC (Central Pension Processing Centre) set up
within PCDA (P) Allahabad for handling all new defence
pension accounts. This is an effective marketing tool
without incurring additional cost and will boost Defence
business.
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3. Systems have been customized for sending SMS alert
for submission of Life Certificate, credit of pension with
details, automatic release of additional old age pension
and restoration of commutation.

4. Customized pension processing through CBS has been
enabled for smooth, accurate and timely processing.

5. The Rakshak Scheme has been revamped as the
Rakshak Plus Scheme with several enhanced facilities
for Defence and Para Military Forces including
increased Personal Accident Insurance and Air
Accident Insurance. Presentations are being given
at various Military Establishments to disseminate the
information regarding this scheme so that maximum
defence personnel can avail of it.

6. A MoU was signed with Everest Bank Limited (EBL)
Nepal, to extend special banking facilities to Nepal
Domiciled Gorkha soldiers of Indian Army (serving and
pensioners) having Rakshak Plus accounts.

7. Presentations are being given at Army and Air Force
establishments to prospective defence veterans with
regard to the avenues/ financial products available to
them for investing their funds.

8. Payments to the beneficiaries have been facilitated
under Pradhan Mantri Kisan Nidhi Yojna through
system integration.

9. System integrated for online process for Sukanya
Samridhi Accounts, PPF accounts.

10.Bank has also become POP (Point of Presence) for
online opening of accounts under NPS (National
Pension Scheme).

TREASURY OPERATIONS

Gross Investment of the Bank as on 31st March 2019 stood
at Rs 2.01 lakh crore increasing from Rs 2.00 lakh crore as
on 31st March 2018. The Interest income from investment
portfolio increased to Rs.13,941 crore as in FY’19 from
Rs 13,806 crore in FY’18.

The Bank actively traded in sovereign bonds, Non-SLR
bonds and equity throughout the financial year. The
liquidity position of the Bank was comfortable during first
H1 FY’19. However, during second half of FY’19, system
liquidity remained neutral to negative. The Bank managed
the funds through CBLO, Repo, CD etc. and complied
with all the requirements of CRR/SLR stipulated by the
Regulator. Total Trading profit (including derivative) stood
at Rs1093 crore in FY’19.

Fixed Income (SLR/NSLR)

During FY’19, the Bank booked trading profit of Rs.747
crore from sale of investments in fixed income against
Rs.1455 crore during FY’18.

FY’19 started on a positive note witnessed by softening of
yields which touched the year’s low. However, risks arising
due to the impact of Minimum Support Price (MSP) and
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other factors on inflation along with higher crude oil prices
weighed on the bond market. Continuous rise in crude oil
prices and rupee touching an all time high dampened the
market sentiments in the first half of the financial year.
Additionally, US yields surged to a level unseen in the past
several years, which weighed on the bond market and
caused yields on the domestic bonds to harden further.

Equity

The Bank booked Gross Profit of Rs193 crore in FY’19. The
profit included profit of Rs107 crore arising from stake sale in
ICRA. The dividend income for FY’19 stood at Rs 149 crore.

Forex

Rupee had started its journey from Rs.65 per Dollar on April
2018 and touched an all time high of Rs.74.48 during the
month of October 2018 due to high international Oil prices.
There was wide fluctuations due to global factors requiring
RBI intervention. Net Forex income has increased from
Rs.1790 crore in FY’18 to Rs.1881 crore in FY’19 on account
of better utilization of foreign currency resources in hand.

CUSTOMER CARE

The Bank fully realizes the importance of customer service
and continues to lay utmost priority to rendering prompt
and efficient service to customers. In order to achieve
the desired objective, the Bank has formulated a robust
Grievance Redressal Policy.

Initiatives undertaken during the year for improvement
in customer service:

+ The Bank has an On-line Grievance Redressal
Management Portal called Centralized Grievance
Redressal Management System (CGRMS). Customers
can lodge their requests/complaints in the CGRMS
through Bank’s website, Internet Banking Service, Mobile
Banking Service and Mobile App. Complaints are also
received at Head Office, all the Circle Offices and over
1,856 SAP-CRM enabled branches. These are entered
in CGRMS. Through this system, the customer gets an
immediate automatic acknowledgement and can keep a
track of the complaint also.

*« The Bank has state-of-the-art Contact Centers at
Gurgaon and NOIDA to provide tele-banking services to
its customers on 24 x 7 x 365 basis through two leading
Service Providers. In addition to these two Primary
Sites, the Bank has also established two Secondary
Contact Centers at Hyderabad and Bhopal to provide
tele-banking services to its customers in 11 languages.
The number of services extended by Contact Centre
through Tele Banking increased from 6 to 25 during
FY’19 thereby making them more customers friendly.

+ The Bank has constituted teams of officials at
Customer Care Centre at Head Office, Circle Offices
and Zonal Offices to pay incognito visit to branches to
assess standard of service. During FY’19, officials of
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the Bank made 7575 incognito visits to branches pan
India and deficiencies pointed out were taken up for
taking corrective steps to improve customer service.

* The status of complaints received by the Bank is
reviewed by “Customer Service Committee of the
Board” a Sub-Committee of the Board, on quarterly
basis. The meetings of the Sub-Committee are
presided over by the Managing Director and CEO.

* The Bank has a “Standing Committee on Customer
Service”, which also reviews customer service of the
bank as well as implementation of the Code of Bank’s
Commitments to Customers of Banking Codes and
Standards Board of India (BCSBI).

» The Bank has in place an Internal Ombudsman as per
the recommendations of the Damodaran Committee.
The system ensures greater transparency in the
redressal of grievances by the Bank.

* Customer Service Committees in all the branches
and Circle Offices look into the quality of customer
service rendered and critically examine the feedback/
suggestions for improvement in customer service.
These committees meet once in a month where staff
and the invited customers interact freely on service
related issues.

*+ Theme Based Meetings are conducted at monthly
intervals in all branches on a pre-decided date and
theme to improve awareness among field staff about
bank’s products and services and to sensitize them
about the issues of maximum importance.

Out of a total number of 64,401 complaints (i.e.1862
complaints outstanding as on 01.04.2018 and 62,539
complaints received during FY’19), 63,435 complaints
were resolved up to the satisfaction of the complainant,
till 31st March, 2019.

IMPLEMENTATION OF OFFICIAL LANGUAGE

Your Bank accomplished various parameters fixed by the
Govt. of India, Ministry of Home Affairs, Deptt. of Official
Language for FY’19. The Bank is using ‘Unicode’ fonts for
Hindi correspondence etc. at all levels.

During FY’19, the Bank was awarded several prizes for its
excellent performance in the use of Hindi which included
the prestigious First prize namely ‘Rajbhasha Kirti
Shield’ the top most prize scheme of Government of India.
The Bank was awarded 12 prizes in the field of Rajbhasha
during FY’19 from Government of India, Ministry of Home
Affairs and Rajbhasha Vibhag, which is a record of sorts.

In addition to this, Town Official Language Implementation
Committees situated in different locations of the country
and other Non-Government Organizations also awarded
106 prizes in region ‘A’, 24 prizes in region ‘B’ and total 13
prizes in region ‘C’ to our bank. Our staff members have
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also received 120 prizes on individual basis. During the
FY’19, the third sub-committee of Parliament on Official
Language visited our Branch Office- Srinagar (Garhwal),
Circle Office-Surat, and Circle Office-Indore. Drafting and
Evidence Sub-Committee of the Committee of Parliament
on Official Language inspected the Zonal Office-Delhi,
Circle office-Mumbai and Branch Office-Palwal.

During the FY’19 also, the Bank celebrated ‘Hindi Month’
during Sept. 2018 and also organized ‘Hindi Diwas’
on 14th Sept. 2018. Several programmes/competitions
were organized and awards & prizes were given during
the month.

PNB SUBSIDIARIES AND REGIONAL RURAL BANKS
DOMESTIC

i) PNB Gilts Limited: Debt market started the year on a
bearish note on the back of inflation concerns, elevated
crude prices and absence of demand for government
securities by investors. This was further accentuated
by repo rate changes by RBI.

Despite the heightened volatility, Company managed
to post a Profit before Tax of Rs. 83 crore in FY’19.
Additionally, Company fulfilled all its obligations as
a Primary Dealer in both primary and secondary
market. With regard to Treasury Bills commitment,
the Company exceeded the stipulated success ratio
of 40%, achieving 41.16% and 40.40% in H1 and H2
respectively. In G-sec category, Company fulfilled the
underwriting commitments, thereby supporting the
government borrowing program. The Company’s total
turnover ratio (secondary market) stands at 179 times
for treasury bills and 303 times for government-dated
securities as on March 31, 2019 against the minimum
RBI stipulation of 10 times and 5 times respectively.

ii) PNB Investment Services Limited: The Company
is a profit making company from the first year of its
operations. During the year ended March 2019, the
Company earned fee based income of Rs. 5.80 crore
with a total income of Rs.8.70 crore as against a fee
of Rs. 6.00 crore and total income of Rs. 9.20 crore
respectively for the year ending March 2018. Profit
before Tax, during the period ending March 2019 was
Rs. 2.41 crore as against Rs. 3.90 crore for the period
ending March 2018.

Post withdrawal of RBI Guidelines on Stressed
Assets w.e.f., 12th February 2018, there was a
significant decline in debt restructuring assignments
for the entire FY’19 thereby impacting the overall
revenue. The Company took initiative to develop
and strengthen the debt syndication business in the
period under consideration. During FY’19, PNBISL
was involved in successfully executing four non core
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asset disinvestment mandates on behalf of PNB. The
trusteeship business of the company recorded steady
growth in number of clients in FY’19.

INTERNATIONAL

PNB International Limited (PNBIL): PNBIL is focusing
on diversifying the loan book through syndicated loan
and financial institution business apart from providing
new products and services to the community with
emphasis on non-lending revenue from remittance
business. It is also strengthening its technology
platform to offer Mobile Banking and online remittance
facilities to the customers in UK. Having reduced the
legacy portfolio and having prudent risk management
in place, PNBIL has also strengthened the governance
practices in the Bank.

PNBIL is having customer deposit of $723mn and
advances of $917mn. The Operating Profit before
provision, tax and dividends for FY’19 stood at $16.43
mn, which is higher from $11.93 mn in FY’18. Total
income for FY’19 stood at $47.02 mn and Net interest
Income was at $33.53 mn.Net trading income stood at
$1.3 mn for FY’19. Net profit (before tax) for FY’19 was
$7.37mn against $5.89 mn of FY’18.

With Brexit impacting the UK economy, businesses and
investors are adopting a cautious approach resulting in
subdued demand in general, thereby impacting overall
credit demand.

Druk PNB Bank Limited: Total business of the Bank
as on 31.3.2019 increased to Rs. 2141 crore from
Rs.1726 crore as on 31.3.2018, showing a YOY growth
of 24.04%. The network of the subsidiary comprises of
7 branches and 22 ATMs. On the profitability front, the
subsidiary showed good earnings, and the profit of the
Bank has increased from Rs.19 crore during FY’18 to
Rs. 28 crore during FY’19, registering a growth of 45%
on YoY basis. During FY’19, the Bank successfully
increased its paid up capital from Rs.45 crore to Rs.70
crore through rights issue. The Bank also migrated
to Finacle10x and integrated its Swift operations with
Core Banking Solution (CBS).

REGIONAL RURAL BANKS (RRBs)

At present, five RRBs are sponsored by the Bank which
are operating in five States, namely, Bihar, Haryana,
Himachal Pradesh, Punjab and Uttar Pradesh covering
93 districts with a network of 2937 branches.

Total Business of PNB sponsored RRBs as on
31.03.2019 stood at Rs.91293 crore. Total Deposits
of RRBs were Rs.56546 crore and advances were Rs.

34747 crore as on 31.03.2019. All PNB Sponsored
RRBs remained in Profit and combined Net Profit
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of RRBs during the period ended Mar'19 stood at
Rs.185.96 crore. RRBs have cumulatively opened
58,81,415 accounts under Pradhan Mantri Jan Dhan
Yojana (PMJDY) as on 31.03.19. RuPay ATM cards

@I ®E S fg T were issued to 37,18,902 account holders.
STRSTRE T 31.03.2019 R T wewi (FR-crarife ) Financial Performance of RRBs as on 31.03.2019 (Un-audited)
(ufer g ) (Amt. in Rs. Crore)
21 ?;ﬁw TefroT Sent 31 1‘;1?}' 31 Fg'w a"tl?— Sl. | Performance 31st 31stMar19 | YoY
. wEeie of RRBs Mar’18 | (Un-Audited) | Growth
(orangditya ) | -oraTitad ) | afe% (Audited) ( ) %
1 | wy S 51843 56546 9.07
2 |uHy Afim 31250 34746 11.19 1 | Aggregate Deposits 51843 56546 9.07
3 | 9Hy Y@ A 246 186 | -24.32 2 | Aggregate Advances 31250 34746 11.19
4 |wefies & s 100% 100% 3 |Aggregate Net Profit 246 186| -24.32
e
4 |Branches under CBS 100% 100%
5 |wfa e @v 2.08 1.52| -26.90
(%) 5 | Profit Per Employee 2.08 1.52| -26.90
- Rs lakh
6 |Tf o @ S 160 72 (Rs lakh) .
sTEe # gen 6 |No. of Loss Maklng 160 72
(12 1 1 399 Branches (being 12
th old or more)
B mon
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Despite being a challenging year, your Bank has been able
to perform well and engineer turnaround in the shortest
possible time. The Bank also continued to restructure
its business model to remain competitive and profitable
in the times to come. All these efforts of the Bank were
recognized at various platforms and also brought the Bank
many laurels.

PNB was adjudged overall “Best Performing Bank”
among all Public Sector Banks under EASE (Enhanced
Access & Service Excellence), an agenda of reforms
launched by DFS, Govt. of India. In addition, the Bank
received recognition in four out of the six key themes
envisioned under EASE i.e., Customer Responsiveness
(Winner), Responsible Banking (Winner), Credit Off-take
(Winner) and Deepening Financial Inclusion & Digitalization
(Runner Up) based on an independent assessment by
Boston Consultancy Group.

In addition to the above, the Bank has been recognized
as “Best in Financial Inclusion” by Business Today
and KPMG. Further, the UIDAI, Govt. of India has
also acknowledged our efforts by awarding “Aadhar
Excellence Award” as the 2nd Best Performing Public
Sector Bank in terms of Aadhar Generation and Update.
The Bank has also been bestowed with the “IBA Banking
Technology Award 2019” for “Most Customer Centric
Initiatives Using Technology (Runner Up) among large
Banks". In appreciation of efforts, NSDL, Delhi adjudged
the Bank as “Best Performer in Account Growth Rate
(Top Depository Participant)’and “Top Performer in
New Accounts opened (Bank Category)’. Top Rankers
Management Club conferred “Top Rankers Excellence
Award for Entrepreneurial Path Breaker” to the Bank.
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fawm & T RO B gUR uReer fefsea gn o wa,

Recently, Bank was also recognized as “Best Bank For
Corporate Social Responsibility” and bestowed with
Asiamoney Banking Awards 2019.

In the Forbes survey for assessing “The World's Best Banks
2019” in terms of customer satisfaction ratings, PNB was
ranked 2nd among all Public Sector Banks & 7th among 30
Banks (including Private and Foreign Banks) in India. The
survey was carried in partnership with market research firm
Statista by surveying more than 40,000 customers across
23 countries around the globe. Customers were asked to
rate banks on overall recommendation and satisfaction, as
well as 5 key attributes or ‘sub-dimensions’ of 1) trust, 2)
terms and conditions 3) customer service 4) digital service
and 5) financial advice.

FUTURE BUSINESS PLAN OF THE BANK

Bank’s performance in FY’19 despite the challenges is a
testimony to our continued resilience. Going ahead, this
gives us the confidence that Bank will carry forward the
performance momentum. Bank will continue its focus on
best customer service, improvement in quality of assets,
building a strong IT platform, rationalizing costs and
expanding its dimensions. We will realign our business
model to capture opportunities, strengthen balance sheet,
increase revenue pool, further our digital agenda by
launching new innovative products to press ahead with
customer journeys and become more data-driven. These
initiatives will enable us to forge ahead in our quest to
re-imagine banking, register higher business growth and
achieve efficiency and profitability.

The Bank has always perceived employees as its most
valuable assets. In order to develop human capital, key
focus areas include succession planning, developing a
talent pool for critical positions, leadership development
besides continuously recruiting and training staff to
augment skill set. We value the diversity in our team
and strongly believe in reverse mentoring as younger
employees come with diverse learnings & skills and their
presence adds pace, fresh perspectives and new ideas to
address changes and challenges.

We shall continue to make important progress in
transforming the bank through the transformation
exercise, Mission Parivartan. Bank has a portal, Lead
the PARIVARTAN that encourages employees to pitch in
ideas for improving performance. Bank ensures that the
workable ideas are translated into action and execution.
Several new ideas have been implemented and going
forward we intend to continue with the drive.

We have the strength of numbers with the largest branch
network, a loyal customer base of over 11 lakh, 70000
dedicated employees determined to carry forward the
success story of our decades of service to the nation
and customers. Our vision in the next phase of growth is
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to make this strength of numbers count more and more
through quick response and innovation to deliver simple,
fast and contextual banking in the digital age. As we
step into 125th year of service, we remain committed to
strengthening the legacy of PNB by staying true to our core
values and key tenets upon which our Bank is founded,
enhancing our role and commitment towards People and
Nation building.

BOARD OF DIRECTORS

Board of the Bank compromises of 9 Directors including
3 whole time Directors i.e. One Managing Director & CEO
and two Executive Directors as on 31.03.2019. During
FY’19, the following changes took place in the composition
of Board of Directors:

¢ Ms. Hiroo Mirchandani, Director under Shareholder
category completed her tenure on 01.05.2018.

« Dr. Asha Bhandarker has been elected as Shareholder
Director on the Board of the Bank for a period of three
years w.e.f., 12.09.2018.

» Shri Sudhir Nayar, Director under Shareholder category
completed his tenure on 18.12.2018.

* As per DFS notification F. No. 16/13/2018-BO.I dated
18.01.2019, Shri K. V. Brahmaji Rao cease to be the
Executive Director of PNB w.e.f. 18.01.2019.

* As per DFS notification F. No. 16/13/2018-BO.I dated
18.01.2019, Shri Sanjiv Sharan cease to be the
Executive Director of PNB w.e.f. 18.01.2019

» Shri Agyey Kumar Azad was appointed as Executive
Director on Board of the Bank w.e.f., 22.01.2019.

The Board wishes to place on record its appreciation
for the valuable contribution made by Ms. Hiroo
Mirchandani and Shri Sudhir Nayar.

DIRECTORS’ RESPONSIBILITY STATEMENT

The Directors confirm that in the preparation of the annual
accounts for the year ended 31st March’19:

* The applicable Accounting Standards have been
followed along with proper explanation relating to
material departures, if any;

* The accounting policies, framed in accordance with
the guidelines of the Reserve Bank of India, were
consistently applied;

* Reasonable and prudent judgment and estimates were
made so as to give a true and fair view of the state
of affairs of the Bank at the end of the financial year
and of the profit of the Bank for the year ended 31st
March’19;

* Proper and sufficient care was taken for the maintenance
of adequate accounting records in accordance with the
provisions of applicable laws governing banks in India, and;

* The accounts have been prepared based on the
principle of “going concern”.
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MANAGEMENT DISCUSSION & ANALYSIS

a.

Industry Structure & Developments

The Financial Year 2019 continued to be challenging
for the banking sector, albeit there were signs of respite
on two fronts i.e credit off take and asset quality. There
was enhanced resolution through the Insolvency and
Bankruptcy Code and increased recognition of stressed
assets through a new RBI framework. Government's
mega recapitalisation plan for Public Sector Banks (PSBs)
alongwith the step taken towards their consolidation, stacks
up in favour of strengthening the sector. As a result of RBI's
income recognition norms, Banks have categorised a big
proportion of weak loans as NPAs.

The GDP growth for FY’19 slowed down to a five year
low of 6.8% slowing from 7.2% in FY’18. While subdued
performance of agriculture and mining sectors weighed on
the GDP growth, liquidity crises, high crude oil prices and
rupee depreciation continued to be the dampeners. While
the Government continues to invest in the infrastructure
development, strong revival in demand is crucial for
attracting private investment. Though GDP growth has
slowed down, economic activity is expected to pick up pace
going forward with the expected revival in rural demand,
political stability and stability in crude oil prices.

Opportunities and Threats

Banking in India is at the cusp of transformation and will see
some major changes in the vital components of the industry.
Even as the industry continues to be under pressure from
stressed assets, the sector as a whole represents one of
the world’s biggest opportunities for value creation.

India is one of the fastest growing economy of the world
and its macroeconomic fundamentals continue to remain
strong. This coupled with the emerging disruptions and
regulatory changes have brought inimmense opportunity for
the financial sector. While the expansion of the tech savvy
middle class have transformed retail banking in India over
the past decade, many new SMEs will enter into the formal
credit system with GST and increasing digitisation. At the
same time, regulatory push is encouraging competition and
paving way for emergence of new digital business models.
The focus on financial inclusion has continued. Low-cost
platforms have been launched to promote digital payments,
for example, RuPay Unified Payment Interface (UPI), Bharat
Interface for Money (BHIM), etc. These developments give
financial players opportunities to build innovative business
models serving millions of new consumers. Besides,
consolidation will see a few strong competitive banks with
economies of scale, network synergies and the possibility
of greater outreach and expansion.

The fast changing Banking scene along with fast changing
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trends and rapid digitalization presents a unique challenge
for PSBs. Banks will face challenges to serve these
customers in the face of stiff competition from other players.
To address these issues, banks will need to review their
traditional lending mechanisms.

One of the big challenge for the banking sector remains
in the form of tackling bad loans and expediting recovery
in NPA accounts to maintain the capital position and
profitability. Cyber risk is another major challenge since
new technology brings with it new challenges. Therefore,
apart from continued vigil on the asset quality, diligent
implementation of cyber security measures is crucial.

In a nutshell, improvements in customer service,
introduction of innovative products for digital payments
and measures to improve cyber security will be essential to
provide financial services efficiently and cost-effectively. A
strong banking system is one of the essential pre-requisites
for economic growth. Hence challenges will need to be
surmounted to reap the opportunities present in a growing
economy and ensure that the banking system keeps
playing a positive intermediation role in supplementing the
financial needs of our growing economy.

Segment-wise or Product wise Performance

The performance of some of the major business segments
of the Bank is analyzed below:

Resource Mobilization

The Domestic deposits of the Bank increased to
Rs.6,54,536 crore as at the end of Mar'19 with a YoY
growth of 9%. The share of CASA deposits in Domestic
Deposits stood at 43.51%.

In view of tight liquidity conditions, in order to address
the competition and fund credit growth in a cost efficient
manner, new fixed deposit schemes PNB Sugam Plus—
555 & PNB Uttam 555 were introduced. 111/222/333
days under Sugam and Uttam Schemes, another variant
of FD scheme were introduced on 01.02.2019. As on
31.03.2019, Rs.16002 crore have been mobilized under
the schemes. Acceptance of Bulk Deposit under NRE,
NRO and FCNR (B) has been introduced on 12.10.2018
by offering differential rate of interest.

Credit Deployment and Delivery

Gross Domestic Advances of the Bank increased to
Rs.4,90,975 crore in March’19 from Rs.4,30,294 crore in
March’18 with a YoY growth of 14.1%. Fresh Sanctions
with external rating A and above formed a major part of
the sanctions. Similarly, Bank has improved its quality of
exposures as indicated by a decline in domestic credit
risk-weighted assets (RWA) by Rs.24782 crore during the
year despite increase in gross domestic credit exposure by
Rs.51788 crore.
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The Bank has 596 accounts under Technology Upgradation
Fund Scheme (TUFS) pertaining to Small Scale Industry
(SSI) and Non-SSiI category. During FY’19, TUFS subsidy
amounting to Rs.19.67 crores was received from Ministry
of Textile (MOT) and the same was disbursed to the
eligible borrowers.

Loan Syndication

During FY’19, the Bank gave approval for syndication/
appraisal of debt aggregating Rs.625.67 crore with share
of PNB at Rs.334.20 crores. Further Technical Cell
conducted TEV Study/Vetting report of debt aggregating
Rs.49879.72 crores with Bank's share at Rs.3164.21
crores.

iv. IR iv. Retail Credit
forear =119 % <RH, G AW H 21.71% F - g During the year FY’19, the Retail credit increased to
% WA F 92727 HUS HI IfE I gl AW R 25.40% Rs.92727 crore with a YoY growth of 21.71%. Housing
W TEHL T.51980 HAG Wik AfFAT H0 | 7.33% HT Ifg loan grew by 25.40% to Rs.51980 crore while personal
gﬁl loan grew by 7.33%.
T G F TEER H el R T U gHH To automate the processing of all the Retail Loan and
; . i 3 make it uniform and improve turn around time (TAT),
ﬁ‘z ?ﬁl # forg 9% 7 = i h@ i R the Bank has developed an in house Centralized Loan
Tl AR T e (‘M“H).aﬁ forfad fofan 21 g & & Application & Processing System (CLAPS). Further, the
Haiq o @i 01 @l H1 R H1 gl 1w system of monitoring loan accounts post sanction under
foram T ® foad SRS TS fohedi ol 51 %A 1 faen Retail lending has been automated under which reminders
TR fme T R & intimation to deposit the installment are system driven.
T FU T TF T SR - gfaed feemee vw A new variant of personal loan “PNB- Doctors Delight”
& S S ; et was introduced. The Bank has also entered into MoU
T ?ﬂ% TET . ® 2 with the Defence body for customized offering to Defence
KAURALE FIHIAT TH %3 T at = Personnel under PNB Rakshak Plus Scheme.
TS [ (THA) fRan o
V. Priority Sector
v.  wafuemar & . . :
National Goals Achievement: The Bank has achieved
T et @ Wil s+ i 9d'19 % fon wefisar wa National Goals of Priority Sector, Agriculture and other
&, i IR 3 SU-26 & Ui @l FEEER T e fa #: sub-sectors for FY'19 as under:
T we F whe (o ATt s smEw W) Achievement Of National Goals (Quarterly Annual
2 Average Basis)
T T %6 e (T § | 31 ER2018| 31 W, 20197 o N TANBC Target | Mar 31, 2018 | Mar 31, 2019
: T % H) (National Goal
wierfaeRar & H/or ey 40 40.94 41.89** in% age)
———— ] ] Priority Sector 40 40.94 41.89**
- 18 18.49 18.40 Credit Of which:
FUSR M ® fAw ww 10 11.56 11.30 Agriculture Sector 18 18.49 18.40
. Credit to Weaker 10 11.56 11.30
wfeen ansfeft %0 5 6.78 6.81 Sections
. . Credit to Women 5 6.78 6.81
B SR War fraE i mo 8 8.86 8.41 Beneficiaries
Loan to Small & 8 8.86 8.41
q&H ITH H 7.5 7.65 7.71 Marignal Farmers
Loan to Micro 7.5 7.65 7.71
Mgefy Suefersi Jmifas aiffer ofEd SMER W & d1 ©.5465 FUS | Enterprises

F1 fudueaE 1 fFFw & 9% F1

** All achievements are on the basis of quarterly annual average
and after taking impact of sale of PSLC to the tune of Rs.5465
Crore.
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31.03.2019 1 WieifgeRar &=, | qon sussl *t wehn feafs The outstanding position of Priority Sector, Agriculture and sub-
sectors as on 31.03.2019 is as under:-

FEER 2:-
(ufe g H)
31.03.2017 | 31.03.2018 | 31.03.2019
yrerferar &9 B 138452 169772| 178644
ISR
EALIGES 66675| 69207 81500
TATEUAS (TnefHeRan) 57099 84212 79690
T 14678 16353 17454
HESR I & fA o 39333 51600 49595
Tfgen et o 23317 26083 29813
B SR diq fram 33040 34442 36826
Eagerul
e 3T H B 22685 34475 31552
fa<ita ad‘19 & wa@ st

Vi.

o O 3 duoueH-gEEE % @l 5465 wUg @
TIfHRar & HO YHYS hi Tl w T €.6.68 HUS
@1 I Sfdd H |

. TR H el ® e B F @ fau, 9%
o 20 fafere w5y fox wmand (SAFBS) 3R 16 fafime iy
o WSS (SAFCs) R

o HY HO H TR A & AU, WA A e T
3R €.1224.08 IS THH qed Tihd fehal @1 o1 |

. =g fodg oaf % W Q@ wE wewa o sfwEE
et forT T 9 SR ket 8832 W TEEA WHEl Wi
=0 WA TR T on R wa T 204.58 HAS HY
oSl & e et

Tem, Y T WeAw IAW (THTHTEE )
19 & Fd q, geH, @Y SR WeAW IUH WM Fi
%.84055 ®US THH H /U A T o1l TSR WHe H

32975 IS T & THME F A GeH, 7Y IR AT 3TW
H 67823 HUS A 1 AT Tz @ om

o A guEEs g A (feauEeE) & dsd 6315 wg
TR SR W o1y sfedr Ao ® ded 1319 U THUHURE
362 HUS ®IT FI e

T TS
o THIST WHY W HH HE SR 30% d6 THIHTHS

qRewifeEl seM ® fau 414 el wiee Wiy s
a (CGlH) & &9 § %1 & W@ B

¢ THUEUEE &9 R M &g v & 6w 205 Fored wi
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(Amt. in crores)

31.03.2017 | 31.03.2018 | 31.03.2019
Priority Sector Credit 138452 169772 178644
Of which:
Agriculture Sector 66675 69207 81500
MSME (Priority) 57099 84212 79690
Others 14678 16353 17454
Credit to Weaker 39333 51600 49595
Sections
Credit to Women 23317 26083 29813
Beneficiaries
Loan to Small & 33040 34442 36826
Marignal farmers
Loan to Micro enterprises 22685 34475 31552

Performance highlights of FY’19:

* Bank sold Priority Sector Lending Certificate to the tune
of Rs.5465 Crore under PSLC-General and earned an
income of Rs.6.68 crore.

» To focus on commercial agriculture activities, Bank has
20 Specialized Agriculture Finance Branches (SAFBs)
and 16 Specialized Agriculture Finance Cells (SAFCs).

« To boost Agriculture credit, Rabi Bonanza was
launched and an amount of Rs.1224.08 Crore was
sanctioned under it.

*  Two SHG Credit Campaigns were organized during the
current financial year and total 8832 SHGs were credit
linked with total sanction of Rs.204.58 crore.

Micro, Small and Medium Enterprises (MSME)

As at the end of March’19, credit to the Micro, Small and
Medium Enterprises segment stood at Rs.84055 crore.
The advance to Micro & Small Enterprises stood at
Rs.67823 crore with outstanding in Micro segment at
Rs.32975 crore.

Bank sanctioned Rs.6315 crore under Pradhan Mantri
Mudra Yojana (PMMY) and Rs.362 crore to 1319 new
MSME under Stand Up India Scheme.

New Initiatives

* 414 branches are working as Credit Growth Initiative
branches (CGl) with a focus to reduce Turnaround time
and to grow MSME portfolio by 30%

e 205 clusters have been adopted to give focused
attention to MSME sector. 87 branches are working as
MSME Specialized branches where single point MSME
Relationship Officers have been provided.

« Bank along with SIDBlI & 4 other PSBs have
participated in the psbloansin59minutes platform to
provide contactless loan to MSME borrowers. Around
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4033 applications got in-principle approval through
the portal and around 1279 MSME applications have
been sanctioned by the Bank, besides renewal of 6000
offline cases.

* To reduce Turn Around Time an Online Portal for
automated decision making for all micro enterprises
loans upto Rs.1,00,000/- has been developed.

+ E-TReDS scheme was launched for online discounting
of trade receivable of MSME Regional Monitoring
Centers.

+ TheBankis providing 20% concession in processing/upfront
fee to encourage usage of digital channels. Moreover,
MSME Applicants can e-track the status of their applications
at Bank’s corporate website (www.pnbindia.in).

Financial Inclusion

Bank has been a pioneer in taking initiatives in the area of
financial. inclusion.

Following initiatives have been taken under financial
inclusion.

a. E-PDS (Electronic Public Distribution System) for
payment to the ration merchant accounts through
AEPS (Aadhar enabled payment system) started on
pilot basis in Panchkula, Haryana.

b. Overdraft facility of upto Rs 10,000 in PMJDY accounts
provided to eligible persons in the age group 18-65
years.

c. Social Security scheme registration facility is available
at BC location and can also be availed through Internet
Banking services.

d. OTP Based Aadhaar seeding and authentication of
accounts through secure web page is available as link
in PNB website.

e. Biometric based Aadhaar seeding and authentication
of existing customers at branches.

Following awards have been bestowed on the bank as a result
of the initiatives undertaken under Financial Inclusion:

1. UIDAI — Aadhar Excellence Award with 2nd prize in
category of “Best performing Public Sector Bank” and
3rd in category “Best performing Public Sector Bank
branch”.

2. 1st runner up for “Deepening Financial Inclusion and
Digitization” under EASE.

3. Recognized as “Bestin Financial Inclusion” by Business
Today & KPMG

Social Security Schemes: The progress under the social
security schemes is as under:-

i) Pradhan Mantri Suraksha Bima Yojana [PMSBY]:
As on 31.03.2019, 69.58 lakh customers enrolled
under PMSBY.
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i) Pradhan Mantri Jeevan Jyoti Bima Yojana
[PMJJBY]: As on 31.03.2019, 15.71 lakh customers
enrolled under PMJJBY.

iii) Atal Pension Yojana [APY]: As on 31.03.2019, 4.08
lakh customers enrolled under APY.

Outlook

The GDP growth in Q4FY’19 has slowed down on account
of slower growth in domestic consumption, slower global
growth and US China trade tensions. Global headwinds
caused by rise in crude oil prices, strengthening of USD and
hiccups faced on the domestic front including continued
agrarian distress, slow progress on Insolvency and
Bankruptcy Code cases, and liquidity crunch faced by non-
banking finance companies have been the distress points.
The growth in FY’20 may be adversely impacted by global
slowdown and tight financial conditions while supported by
strong domestic demand, public infrastructure outlay and
further policy reforms. The outlook in FY’20 is expected
to improve in the second half since the short-term political
uncertainty has subsided and easier monetary policy will
have a positive impact.

The pressure on wholesale/retail inflation is likely to remain
benign, subject to normal monsoons and Indian crude oil
basket impact.

The Banking sector outlook for the next year looks
promising and is likely to get support from recapitalization
plan of the Government and resolution of distressed assets
under IBC.

Risks & Concerns

The Bank has a robust credit risk management framework
and has developed in-house credit risk rating models.
Bank undertakes periodic validation exercise of its rating
models, to ensure that efficacy of these is intact. Bank
conducts migration and default rate analysis to test
robustness of its credit risk rating models. Output of rating
models is linked to decision making in the Bank (viz.
sanction, pricing, loaning powers besides audit, review
& monitoring of credit portfolio). The Bank has also set a
desired portfolio distribution in terms of Low Risk, Medium
Risk & High Risk categories and the performance of actual
portfolio vis-a-vis desired portfolio is monitored. Bank has
also developed scoring models in respect of retail banking
and SME sector advances.

The scoring model for farm sector has also been developed
and has been implemented across all the branches. Bank
has in place an early warning monitoring tool ‘PMS’
(Preventive Monitoring System) for effective monitoring
of advances. These processes help to achieve quick &
accurate delivery and monitoring of credit, bring uniformity
in the appraisal and facilitate storage of data & analysis
thereof.
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The Bank has in place a well defined organizational
structure for market risk management functions, which
looks into the process of overall management of market risk
viz. interest rate risk, equity price risk & foreign exchange
risk, and implements methodologies for measuring and
monitoring the same. Tools like stress testing, duration,
modified duration, PV01, VaR etc. are being used
effectively in managing risk in the Treasury operations.

Asset liability management of the Bank is done on proactive
basis to manage any eventuality. Bank has carried out
contingency funding plan so as to tide over liquidity crunch
if at all it arises. Bank is managing its liquid assets on a
continuous basis so as to be able to meet any liquidity
requirement.

Bank has in place a well defined organizational structure
and framework for operational risk management functions,
which looks into the process of overall management
of operational risk. Bank has robust operational risk
management framework with a well-defined ORM Policy.
Bank is identifying, measuring, monitoring and controlling/
mitigating the operational risk by analyzing historical loss
data, Risk Control & Self-Assessment Surveys (RCSAs), Key
Risk Indicators (KRIs) and Scenario Analysis etc. Bank has
also introduced an online OpRisk Solution under Enterprise
wide Data Warehouse Project and placed it on central
server to take care of various aspects of data capturing and
management information system at various levels.

Bank has in place a comprehensive ICAAP document
which is being put up to Top Management on semi-annual
basis. ICAAP addresses both the Pillar-I and Pillar-Il
risks and to have a holistic view of impact of various risks
which the bank is exposed to, an exercise is carried out
to quantify/assess various risks. The risk assessment
& management processes are covered at length in the
ICAAP document. The document is being prepared on
both solo and consolidated basis.

Regulatory Guidelines: Bank has adopted Standardized
Approach for Credit Risk, Standardized Duration Approach
for Market Risk and Basic Indicator Approach for
Operational Risk for computation of Risk Weighted Assets
(RWAs) under Basel Il/lll. Risk governance is affected
through deployment of various policies which are in sync
with RBI guidelines.

Bank also plans to migrate to advanced approaches for
computation of RWA / Capital charge for Credit, Market and
Operational Risks subject to approval from the regulator.
Bank is already under parallel run for Foundation Internal
Rating based (FIRB) Approach for Credit Risk and The
Standardized Approach (TSA) & Advanced Measurement
Approach (AMA) for Operational Risk. Bank is reporting its
capital and RWA as per FIRB to RBI on quarterly basis.
Bank has submitted a formal Letter of Intent for adoption
of Internal Models Approach (IMA) for Market risk and
Advanced Internal Rating Based (AIRB) Approach for
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Credit Risk. Necessary actions required in this regard have
been initiated.

Bank is calculating ECL under Ind AS as per the draft
guidelines of RBI on quarterly basis and the results are
submitted to RBI on prescribed performa.

Others major initiatives undertaken: Bank has started
monitoring risk-adjusted performance of its Circle Offices.
ZMs/Circle Heads are advised to generate healthy
economic returns, set self-targets for Total Credit Risk
weighted assets/Total credit exposure ratio and achieve
consistent reduction in RWA ratio on year-on-year basis
through various forums like Circle Heads’ Conference, ZM
Conference etc.

Bank has expanded the scope of its stress testing policy to
include operational risk as major risk for stress test. Stress
tests are undertaken at quarterly intervals and results
placed to respective committees. Stress test for various
group entities and their impact on the parent Bank are also
being analyzed.

Bank has further strengthened its Group Risk monitoring
by extending the group risk assessment and performance
analysis of associates (including RRBs) and JV(s),
in addition to focusing on subsidiaries and overseas
branches. Group risk policy is based on pyramid approach
starting with risk appetite at top and progressing through,
Governance, Processes and Management reporting.

Bank has developed Risk Adjusted Return on Capital
(RAROC) framework; it shall provide bank a single scale
for comparing the return on capital for each credit proposal
to enable credit decisions. It shall help in providing returns
commensurate with the risk perceived of the business
thereby maximizing the value of the organisation.

Bank has overhauled its Reputational Risk Management
by introducing trigger events in Reputational Risk
management Policy and also updating its reputational
Risk Assessment framework for more robust risk
capturing. These trigger events have been introduced for
initiation of crisis management along with steps detailing
committee composition and action to be taken in case
any trigger point is reached. It involves daily monitoring
of reputational risk indicative triggers. A comprehensive
Risk Appetite Framework has been put in place by the
Bank. The document sets out the Risk Appetite Statement
of PNB along with providing a governance and monitoring
framework for its effective implementation within the
Bank. Risk Appetite has been defined in terms of different
parameters along with the Risk limit and Risk threshold
level for each parameter.

In order to capture the impact of adverse news/events
during intervening period, the Bank has introduced
Dynamic Rating Model. It will lead to re-rating/de-rating of
the borrower & revision of pricing accordingly.
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Bank has adopted the best practices like preparation /
updation of Standard Operating Procedures (SOP) by
different divisions and Risk Culture dissemination by
extending the scope of CLAC/ZACE at CO and ZAO level
to inculcate operational risk culture deep down the ladder.

Internal Control System

Credit Audit and Review

During FY19, Credit audit has been undertaken for all
eligible loan accounts both domestic and overseas.
In terms of LRM Policy, during 2018-19, the expected
coverage of audit is 55.21% of Bank’s net standard credit
as against the RBI and Bank’s policy requirement of at
least 30% to 40% respectively in a year. The Bank has
also started the process of E-Audit which is a paperless,
effective, accurate and time saving tool of credit Audit.

Internal Audit

Risk Based Internal Audit (RBIA) was conducted in 5229
branches/ units programmed for onsite RBIA during the
year. Information Security (IS) Audit was conducted in 103
office/ units. Concurrent/ Continuous audit was conducted
in 1659 branches/ service unit in FY19, of which 867
branches/ units were subject to concurrent/ continuous
audit by Internal Auditors and 792 branches/ service units
were subject to concurrent audit by External Auditors (CA
Firms & Empanelled Retired Officers), covering 76% of the
total business of the Bank. All branches were subject to
revenue audit.

The entire scope of internal audit in the Bank got examined
from NIBM, Pune and in line with the suggestions the
following measures have been taken:

» Appropriately reviewed Risk Based Internal Audit
Policy and Concurrent Audit Policy.

» Audit templates for Risk Based Audit, Concurrent Audit
and FEMA Audit have been changed.

* Inspection Division is now directly monitoring the
Regular Audit Reports of 22 branches having advances
of Rs. 2500 crore & above.

* Rotation of staff has been ensured.

* The Bank intends to classify branches as Extremely
High / Very High risk and High Risk based on reporting
of fraud. Extremely High / Very High risk branches will
be audited in 6 months & High Risk Branches will be
audited in 6 - 9 months.

Know Your Customer(KYC)/Anti Money Laundering
(AML)

RBI guidelines on KYC/AML are strictly adhered
to while on-boarding new customers and also for
existing customers on various parameters like Risk
Categorization, KYC Updation, Identification of
Beneficial Owners, UCIC etc.
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Bank has implemented an AML system which generates
alerts on pre-defined scenarios for scrutiny of transactions
of suspicious nature and reporting the same.

Management Audit

The Bank has in place a Risk Based Management Audit (RBMA)
system for conducting audit of its administrative offices.

The audit is based on Risk Templates and risk profiles
prepared in-house to capture risk perceptions inherent
in various areas of functioning of administrative offices
including decision making process, communication system,
efficient resource utilization, ways and means used to
achieve the goals etc. All administrative offices under the
scope of RBMA are audited on annual basis except Low
risk rated offices and all HO Divisions, which are subject to
audit once in two years. HO Divisions of High Risk rating
are audited on yearly basis.

During the year 2018-19, based on approved Annual Audit
Plan, MARD conducted management audit of 76 Circle
Offices, 13 Zonal Offices, 5 Zonal Audit Offices, 9 Training
Establishments, 5 Regional Rural Banks, 2 Domestic
Subsidiaries and 2 Overseas Subsidiaries.

Vigilance

The Bank has continued its emphasis on Vigilance
matters to ensure that the cases are identified quickly
and disciplinary proceedings are completed in time in
accordance with the guidelines of Central Vigilance
Commission (CVC).

Due to vigorous follow up and continuous monitoring at all
levels in the bank, only 7 vigilance cases are pending at
Bank level for more than one year. As on 31.03.2019, the
total outstanding vigilance cases were 412.

During the FY’19, Vigilance Awareness Week (VAW) was
observed from 29th October, 2018 to 3rd November, 2018
in all offices including subsidiaries of the Bank.

Central Vigilance Commissioner released the Bank’s
updated Vigilance Manual 2018 on the occasion of VAW
address to Top Management. A journal “PNB Vigil” is also
published by the Vigilance Department of the Bank.

Right to Information Act

During the period 01.04.2018 to 31.12.2018, the Bank
received 6595 applications and provided requisite
information to 4738 applicants while 1575 applications
were found exempted. Under the provision of the Act,
282 applications were outstanding as on 31.12.2018 for
disposal, which were subsequently disposed off within the
prescribed timeframe.

Discussion on Financial performance with respect to
operational performance

The Bank's Gross Domestic Business reached
Rs. 11,45,511 crore at the end of March’19 showing an absolute
increase of Rs. 1,14,830 crore and a YoY growth of 11.1%.
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o, TS sfeal s den afgq ua waeA/siefite h. Material Developments in Human Resources/Industrial

& Hel uT nga'q;u'f faema Relations front including number of people employed
i. AMa 9EEd gdee: i. Human Resources Management:
I, 2019 % d | Wﬁ'@ ofeq S & kg EREuEl Total number of employees including those in the
ST G 70,810  off| subsidiaries was 70,810 at the end of March, 2019.
Hal-ar) it St 9@ Cadre wise Staff Strength
P uret 2018 st 2019 Cadre March, 2018 March, 2019
Wer |smwwm | e T TE H % Number | % of Total Number | % of Total
= = Staff Staff
kil 29853 39.86 27628 39.02 Officer 29853 39.86 27628 39.02
fer 28047 37.45 26402 37.29 Clerks 28047 37.45 26402 37.29
$ (e | 16997 22.69 16780 23.69 Sub Staff| 16997 22.69 16780 23.69
(incl. PTS)
= 74897 70810 Total 74897 70810
JTRETT

i . . Reservation Policy

S orqgfad Wfe, offgfe SemeEn oiR o= e @ ¥ The Bank follows the reservation policy for SCs, STs and OBCs
THR R THI-9HF W ARG TR0 Hifq &1 STde= @ as prescribed by Government of India from time to time. Strength
B\ rqgiea wiadi, Sgfed ssiaal ik o= fuwer o sa=imEr  of SC/ST/OBC employees is as under:

% feafd 39 yoR 2 Cadre March, 2018 March, 2019
wert et 2018 et 2019 SC | ST |oBC | sC | ST |oBC
TEE | wEet | it T | wEEr | i Officer 6401 | 2304 |4678 6006 | 2212 |4636
SAfRRY 6401 | 2304 |4678 6006 | 2212 | 4636 Clerks 5636 | 1381 |6600 5346 | 1294 | 6434
oAt 5636 | 1381 |6600 5346 | 1294 | 6434 Sub Staff (incl. 6998 | 1014 (3873 6895 996 |3895
arefiey  (feTE 6998 | 1014 |3873 6895 996 |3895 PTS)
) Total 19035 | 4699 | 15151 | 18247 | 4502 | 14965
w5 19035 | 4699 |15151 | 18247 | 4502 | 14965 Age Profile of the Employees

HHETEr st g WETSA The average age of overall employees has come down over the

. . . ears. The movement of cadre-wise average age in the last five
Ty FHEEE w1 tEa oy W fed w5 aul § % e 21 fusd years. . 9¢a9
. . K years is as under:
e T H het-aR SAHd A H1 HEe AR €

Average Age as on | Officer | Clerical | Sub Staff | Over All
Tk offd oy | arfirehrt | ferfrs | orefiereer %A | [March, 2015 4822 41.08| 38.79| 43.13
T, 2015 4822 | 41.08 3879 | 4313 |  [March, 2016 46.23| 39.67 37.35| 4163
T, 2016 46.23 39.67 37.35 41.63 March, 2017 44.25 38.68 36.56 40.39
T, 2017 44.25 38.68 36.56 40.39 March, 2018 43.05 38.03 36.60 39.71
T, 2018 43.05 38.03 36.60 39.71 March, 2019 42.70 38.27 36.90 39.67
M, 2019 42.70 38.27 36.90 39.67 Promotions
- The entire promotion process from Scale | and upto Scale VII
has been concluded within timeframe on 31.03.2019 in one go.
31.03.2019 ® et | § b VI TH &1 UKHG B TU FiHA

o - T E P 9o B ) To minimize the impact on business, placements in critical roles

T W R e v T 1 ’ e like Zonal Managers, Circle Heads, LCB Heads hav‘e.been‘ done
39 = T O - aﬁi 3 f so that there will be no retirements in these positions in the
g B R @::HH lqmqﬁ R present Financial Year thereby ensuring continuity.
g il T efa =1 =l

Number of officers promoted in different cadres is as under,

Toret o 2019-20 # wEi= ifireht ol i e | TATTER 2 in the promotion process for FY 2019-20:

w=a Vg Vil 12 Scale VI to VII 12
w=wa Va Vi 33 Scale V to VI 33
w=ha VE V 103 Scale IV to V 103
w=a g IV 428 Scale lll to IV 428
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w=a = Il 1207

Scale Il to lll 1207

wa |l @l 2462

Scale I to Il 2462

famr ad 2019-20 W U= hritich Hall W HUATEA i G&AT
FrrerER €

Ecak oo
SuES - | 1994 (=ftsaar =et)
3283 (SRATCHAT e
iy fafus B aifurd 180

sirenfew wag
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wyiferd feman 21
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e Al SifEaq YeeM 39 & &9 § STIAE 21 T
HHERE ) A0 W RN oF SN agd YE HH B
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I 2

. THANUATY AeTEe T9-TeTsl Iar i o7 3-9Rus & o
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widreror wfafafeat

qF & T TF T o wew € 9 R off = ges
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Number of employees in workmen cadre promoted in the
promotion process for FY 2019-20:

Cleark to Officer

* Clerks to Officers in JMG
Scale - |

1994 (Seniority Channel)
3283 (Selectivity Channel)

» Sub Staff to Clerk 180

Industrial relations

Industrial relations in the Bank continued to be cordial with
issues raised by Workmen Union/Officers’ association attended
to immediately. Various meetings including IRM/ MRM were held
with the representatives of the majority Officers’ Association/
Workmen Union during the year to discuss various issues and
taking steps to resolve the same.

New Initiatives during FY ‘19

. The Bank launched its digitized Performance Management
System (PMS)in line with the EASE (Enhanced Access and
Service Excellence) Agenda of Ministry of Finance, Govt.
of India, which aims to make the existing Performance
Appraisal System (APAR) more objective, transparent
& system driven. This will enable both the employee &
employer to evaluate individual performance in a more
efficient and accurate way.

. Bank has approved Performance based - Employee
Incentive policy (EIP) to inculcate performance driven work
culture within the organization and rewarding employees
based on their performances, besides motivating them.
It also contributes significantly towards Bank’s goals and
achievement of corporate expectations.

. With the rapid popularization of Social Media, Bank,
being a commercial organization, has revised its Social
Media Policy in order to create awareness among the
employees regarding maintaining customer data secrecy,
prevention of loss of confidence among the stake holders
and compliance of the Regulatory/Judicial/Banks internal
guidelines.

. Bank has reviewed its Mandatory Leave Policy, which
is being considered as a preventive vigilance and an
operational risk management measure. It also ensures
that employees have an opportunity to take a break from
the job and rejuvenate themselves to perform better.

. HRMS Mobile App-PNB PARIVAR has now been
interlinked with e-Circulars making it convenient to go
through various circulars anytime anywhere.

Training Activities

The Bank has a robust E-learning platform which can be
accessed by any staff member, 24*7 from anytime anywhere:
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1.  E-Circulars: ‘Knowledge Centre’ website includes Bank’s
circular.

2. PNB Knowledge Park is for quick reference to key areas
of banking.

3. Knowledge Repository: A web and mobile app with
information on varied fields.

4. PNB SARANSH contains gist of all major banking products
& services.

5. PNB Univ: A web and mobile app is an interactive mode of
learning covering banking topics.

6. Ask a Question: Employees can place their doubts online
for getting clarification from faculty members.

Bank’s three tier training set up comprises of one Apex
level Training Centre with its Headquarters in Delhi catering
to training needs of Top/ Senior/ Middle Management
Grade officers on PAN India’ basis, three Regional Staff
Colleges (RSCs) to provide training to Senior/ Middle/
Junior Management officers as well as workman & sub
staff and seven Zonal Training Centres (ZTCs) for training
of Middle/ Junior Management Grade officers, Clerical and
Subordinate Staff. Bank has one exclusive IT Training
Centre located at Faridabad.

Towards fulfillment of the objective of training policy for FY'19,
Bank imparted 1,22,718 man days training to 41719 employees
through in-house training. In addition, 3365 man days training
has been imparted to 923 workmen/officers at reputed outside
institutes of India.

During 2018-19, Bank has also organized 160 Training
Programs for its 951 officers in different Grades in specialized
areas through outside training institutions of repute both in India
& abroad viz. IDRBT Hyderabad, NIBM Pune, CAB (RBI) Pune,
1IMs, CAFRAL, IIBF Mumbai, FEDAI, MDI, BIRD Lucknow, [IBM
Guwabhati etc.

As a part of succession planning and to enhance Management
qualities amongst Senior/ Top Executive Grade Officers,
the Bank conducted Executive Development Program,
at “lIM Ahmedabad’ for 65 newly promoted DGMs & GMs.
Further, programs for upskiling 105 newly promoted AGMs
were conducted at MDI, Gurugram. CSC also conducted
10 Leadership Development Programs in which 322 Senior
Officials (Scale-IV) were imparted training. All other Training
Centres also conducted Management Development Programs
for all other employees who were promoted in next higher cadre.

On Location Training

The Bank has conducted 216 On-Location programs in which
6538 employees have been imparted training on different small
modules, including Soft Skills for front line Staff & for PTS, LAPS,
New IT Initiatives programs on ADC & Mobile Banking, NPA
Management, Credit Rating, Risk assessment, e-Auction etc.
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WAY FORWARD

The Financial year 2019 saw the banking system emerge out of
the prolonged NPA cycle. With the stabilisation in asset quality
and revival of credit growth, banks are expected to move into
a resilient trajectory of balance sheet expansion consistent with
the financial intermediation needs of the country going forward.
However the major challenges that are likely to shape the
outlook will include continuing with the progress made under
asset quality resolution, adequate recapitalisation, firming up of
corporate governance mechanisms and strengthening the asset-
liability framework of NBFCs.

The performance of the Bank improved and there was visible
progress in the key parameters of asset quality on the back of
record recovery and improved Capital due to capital conservation
measures.

The building blocks of faster growth and business and profitability
are already in place and the Bank’s strategy will continue
to focus on inclusive, sustainable and profitable business
growth. Apart from continuing the accelerated momentum in
recovery and capital conservation, retail channels and product
and processes will be made more customer friendly to ensure
a consistent and seamless customer experience across all
channels. Going forward, Bank’s endeavor will be to further
strengthen all its systems and procedures besides enhancing
customer and employee satisfaction through multi pronged
digital transformation strategy.
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AUDITORS’ CERTIFICATE ON CORPORATE GOVERNANCE
To the Members of Punjab National Bank

We have examined the compliance of conditions of Corporate Governance by Punjab National Bank for the year ended on March
31, 2019, as stipulated in SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015 (‘SEBI LODR Regulations’), as
applicable during the relevant year.

The compliance of conditions of Corporate Governance is the responsibility of the Management. Our examination was carried out in
accordance with the Guidance Note on Certification of Corporate Governance, issued by the Institute of Chartered Accountants of
India, and was limited to procedures and implementation thereof, adopted by the Bank for ensuring the compliance of the conditions
of Corporate Governance. It is neither an audit nor an expression of opinion on the financial statements of the Bank.

In our opinion and to the best of our information and according to the explanations given to us we certify that the Bank has, in all
material aspects, complied with the conditions of Corporate Governance as stipulated in the above mentioned SEBI Regulations to the
extent these do not contradict the Banking Regulation Act, 1949 and Banking companies (Acquisition and Transfer of Undertakings)
Act, 1970.

We state that no investor grievance is pending for a period exceeding one month against the Bank as per the records maintained by
the Stakeholders Relationship Committee.

We further state that such compliance is neither an assurance as to the future viability of the Bank nor the efficiency or effectiveness
with which the Management has conducted the affairs of the Bank.

FOR G S MATHUR & CO.
Chartered Accountants
FRN 008744N

FOR MKPS & ASSOCIATES.
Chartered Accountants
FRN 302014E

FOR HDSG & ASSOCIATES
Chartered Accountants
FRN 002871N

(Rajiv Kumar Wadhawan)
Partner
M.NO. 091007

FOR M KAGGARWAL & CO.

Chartered Accountants
FRN 001411N

(M K Aggarwal)
Partner
M.NO. 14956

Place: New Delhi

Date: 28.05.2019

(Sanjaya Kumar Parida)
Partner
M.NO. 504222

FOR A JOHN MORIS & CO.

Chartered Accountants
FRN 007220S

(G Kumar)
Partner
M.NO. 023082

(Dalbir Singh Gulati)
Partner
M.NO. 081024
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Report on Corporate Governance
1. Corporate Governance Philosophy

The Bank believes in enhancing investor and other stakeholders’ confidence and setting high standards of transparency,
ethical values for improving efficiency and growth of the organization. The Bank is committed to strong Corporate Governance
practices based on openness, professionalism and accountability.

Our corporate structure, business, operations and disclosure practices have been strictly aligned to the above Corporate
Governance Philosophy

The Bank being a body corporate and a listed entity is regulated by Reserve Bank of India (RBI), The Banking Companies
(Acquisition and Transfer of Undertakings) Act, 1970 (The Act) and SEBI (Listing Obligations and Disclosure Requirements),
Regulations, 2015 to the extent these do not violate the Act and RBI guidelines.

Board of the Bank strives to optimize value for all stakeholders like shareholders, employees, customers and the soc