IMPORTANT NOTICE
NOT FOR DISTRIBUTION TO ANY PERSON OR ADDRESS IN THE UNITED STATES.

THIS OFFERING OF THE SECURITIES DESCRIBED IN THE ATTACHED PLACEMENT
DOCUMENT IS AVAILABLE ONLY TO INVESTORS WHO ARE QUALIFIED
INSTITUTIONAL BUYERS AS DEFINED UNDER REGULATION 2(1)(SS) OF THE
SECURITIES AND EXCHANGE BOARD OF INDIA (ISSUE OF CAPITAL AND DISCLOSURE
REQUIREMENTS) REGULATIONS, 2018, AS AMENDED (“SEBI ICDR REGULATIONS”).

IMPORTANT: This e-mail is intended for the named recipient(s) only. If you are not an intended
recipient, please delete this e-mail from your system immediately. You must read the following before
continuing. The following applies to the pre-numbered placement document of Punjab National Bank (the
“Bank™) dated December 18, 2020 in relation to the proposed qualified institutions placement of equity
shares of X 2 each (“Equity Shares”) by the Bank filed with BSE Limited and National Stock Exchange of
India Limited (the “Stock Exchanges™) (such document, the “Placement Document”) attached to this e-
mail, and you are therefore advised to read this carefully before reading, accessing or making any other use
of the attached Placement Document. In accessing the Placement Document, you agree to be bound by the
following terms and conditions, including any modifications to them, from time to time, each time you
receive any information from us as a result of such access. The information in the Placement Document is
confidential and subject to updation, completion, revision, verification, amendment and change without
notice. None of ICICI Securities Limited, Axis Capital Limited, Edelweiss Financial Services Limited, I1FL
Securities Limited, SBI Capital Markets Limited, Yes Securities (India) Limited and PNB Investment
Services Limited (the “Book Running Lead Managers”) or any person who controls any of them or any
of their respective affiliates, directors, officers, employees, agents, representatives or advisers accepts any
liability whatsoever for any loss howsoever arising from any use of this e-mail or the attached Placement
Document or their respective contents or otherwise arising in connection therewith. You acknowledge that
the Placement Document is intended for use by you only and you agree not to forward it to any other
person, internal or external to your company, in whole or in part, or otherwise provide access via e-
mail or otherwise to any other person.

INVESTING IN THE EQUITY SHARES DESCRIBED IN THE PLACEMENT DOCUMENT INVOLVES
RISKS AND YOU SHOULD NOT INVEST ANY FUNDS IN THE EQUITY SHARES, UNLESS YOU ARE
PREPARED TO RISK LOSING ALL OR PART OF YOUR INVESTMENT. YOU ARE ADVISED TO
CAREFULLY READ THE SECTION TITLED “RISK FACTORS” AS WELL AS INFORMATION
CONTAINED ELSEWHERE IN THE ATTACHED PLACEMENT DOCUMENT BEFORE MAKING AN
INVESTMENT DECISION.

THE EQUITY SHARES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE U.S.
SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”) OR ANY OTHER
APPLICABLE STATE SECURITIES LAWS OF THE UNITED STATES AND, UNLESS SO
REGISTERED, MAY NOT BE OFFERED, SOLD OR DELIVERED WITHIN THE UNITED STATES
EXCEPT PURSUANT TO AN EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT TO,
THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND APPLICABLE STATE
SECURITIES LAWS. ACCORDINGLY, THE EQUITY SHARES ARE BEING OFFERED AND SOLD
(A) IN THE UNITED STATES ONLY TO PERSONS WHO ARE “QUALIFIED INSTITUTIONAL
BUYERS” (AS DEFINED IN RULE 144A UNDER THE SECURITIES ACT (“RULE 144A”)) (“U.S.
QIB(S)”) PURSUANT TO SECTION 4(A)(2) OR ANOTHER AVAILABLE EXEMPTION FROM
REGISTRATION UNDER THE SECURITIES ACT; FOR AVOIDANCE OF DOUBT, THE TERM U.S.
QIBS DOES NOT REFER TO A CATEGORY OF INSTITUTIONAL INVESTORS DEFINED UNDER
APPLICABLE INDIAN REGULATIONS AND REFERRED TO IN THIS PLACEMENT DOCUMENT



AS “QIBS” AND (B) OUTSIDE THE UNITED STATES IN OFFSHORE TRANSACTIONS IN
RELIANCE UPON REGULATION S UNDER THE SECURITIES ACT (“REGULATION S”) AND
THE APPLICABLE LAWS OF THE JURISDICTION WHERE THOSE OFFERS AND SALES ARE
MADE.

FOR A DESCRIPTION OF THESE AND CERTAIN FURTHER RESTRICTIONS ON OFFERS, SALES
AND TRANSFERS OF THE EQUITY SHARES OF THE BANK AND DISTRIBUTION OF THIS
PLACEMENT DOCUMENT, SEE “SELLING RESTRICTIONS”, “NOTICE TO INVESTORS”, AND
“TRANSFER RESTRICTIONS”. THE ATTACHED PRE-NUMBERED PLACEMENT DOCUMENT
MAY NOT BE FORWARDED, DOWNLOADED, DELIVERED OR DISTRIBUTED, IN WHOLE OR
IN PART, ELECTRONICALLY OR OTHERWISE TO ANY OTHER PERSON AND MAY NOT BE
REPRODUCED IN ANY MANNER WHATSOEVER, AND IN PARTICULAR, MAY NOT BE
FORWARDED TO ANY U.S. PERSON OR TO ANY U.S. ADDRESS. ANY FORWARDING,
DISTRIBUTION OR REPRODUCTION OF THIS PLACEMENT DOCUMENT IN WHOLE OR IN
PART IS UNAUTHORIZED. FAILURE TO COMPLY WITH THIS DIRECTIVE MAY RESULT IN A
VIOLATION OF THE SECURITIES ACT OR THE APPLICABLE LAWS OF OTHER
JURISDICTIONS. IF YOU HAVE GAINED ACCESS TO THIS TRANSMISSION CONTRARY TO
ANY OF THE FOREGOING RESTRICTIONS, YOU ARE NOT AUTHORISED AND WILL NOT BE
ABLE TO PURCHASE ANY OF THE EQUITY SHARES DESCRIBED IN THE ATTACHED
PLACEMENT DOCUMENT.

This Issue and the distribution of this Placement Document is being done in reliance on Chapter VI of the
SEBI ICDR Regulations. This Placement Document is personal to each prospective investor and does not
constitute an offer or invitation or solicitation of an offer to the public or to any other person or class of
investors.

NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER OF SECURITIES FOR
SALE IN ANY JURISDICTION WHERE IT ISUNLAWFUL TO DO SO.

Confirmation of your Representation: You are accessing the attached Placement Document on the basis
that you have confirmed your representation, agreement and acknowledgement to the Book Running Lead
Managers that: (1) (i) the electronic mail address that you gave us and to which this e-mail has been
delivered is not located in the United States, its territories or possessions and to the extent that you purchase
the securities described in the attached Placement Document, you will be doing so pursuant to Regulation
S or (ii) you are, or are acting on behalf of, a “qualified institutional buyer” (as defined in Rule 144A)
pursuant to Section 4(a)(2) of the Securities Act; (2) the securities offered hereby have not been registered
under the Securities Act; (3) that you consent to delivery of the attached Placement Document and any
amendments or supplements thereto by electronic transmission.; (4) you are the intended recipient of the
attached Placement Document and are a “Qualified Institutional Buyer” as defined under Regulation
2(1)(ss) of the SEBI ICDR Regulations and are not restricted from participating in the offering under the
SEBI ICDR Regulations and other applicable laws including FEMA and not excluded pursuant to
Regulations 179(2)(b) of the SEBI ICDR Regulations i.e. (i) “Qualified Institutional Buyers” which are
resident in India; and (ii) Eligible FPIs, participating through Schedule Il of the FEMA Rules. Further,
except as provided in (ii) above, FVCIs, multilateral or bilateral development financial institution, AlFs
and VVCFs whose sponsor and manager is not Indian owned and controlled in terms of the FEMA Rules are
not permitted to participate in the Issue; (5) you are aware that if you, together with any other Qualified
Institutional Buyers belonging to the same group or under common control, are Allotted more than 5% of
the Equity Shares in this Issue, the Bank shall be required to disclose your name, along with the name of
such other Allottees and the number of Equity Shares Allotted to you and to such other Allottees, on the
website of the Stock Exchanges, and you consent to such disclosure; (6) you are aware that if you are
circulated the Placement Document or are Allotted any Equity Shares in the Issue, the Bank is required to



disclose details such as your name, address, PAN, email-id and the number of Equity Shares Allotted along
with other relevant information as may be required, to the Registrar of Companies, and you consent to such
disclosures; and (8) that you consent to delivery of the attached Placement Document and any amendments
or supplements thereto by electronic transmission.

Except with respect to eligible investors in jurisdictions where such offer is permitted by law, nothing in
this electronic transmission constitutes an offer or an invitation by or on behalf of either the issuer of the
securities or the Book Running Lead Managers to subscribe for or purchase any of the securities described
therein, and access has been limited so that it shall not constitute a “general solicitation” or “general
advertising” (each as defined in Regulation D under the Securities Act) or “directed selling efforts” (as
defined in Regulation S) in the United States or elsewhere. You are reminded that the attached Placement
Document has been delivered to you on the basis that you are a person into whose possession the attached
Placement Document may be lawfully delivered in accordance with the laws of the jurisdiction in which
you are located and you may not, nor are you authorised to, deliver the attached Placement Document to
any other person.

The materials relating to the offering do not constitute, and may not be used in connection with, an offer or
invitation or solicitation in any place where offers, invitations or solicitations are not permitted by law. If a
jurisdiction requires that the offering be made by a licensed broker or dealer and Book Running Lead
Managers or any affiliate of the Book Running Lead Managers is a licensed broker or dealer in that
jurisdiction, the offering shall be deemed to be made by the Book Running Lead Managers or such affiliate
on behalf of the Bank in such jurisdiction. Further, nothing in this electronic transmission constitutes an
offer or an invitation or solicitation of an offer or an offer or invitation to the public under any applicable
law, by or on behalf of either the Bank or the Book Running Lead Managers to subscribe for or purchase
any of the Equity Shares described in the attached Placement Document. The attached Placement Document
has not been and will not be registered as a prospectus with any registrar of companies in India and is not
and should not be construed as an offer document under the SEBI ICDR Regulations or any other applicable
law. The attached Placement Document has not been and will not be reviewed or approved by any
regulatory authority in India, including the Securities and Exchange Board of India, the Reserve Bank of
India, any registrar of companies in India or any stock exchange in India. The attached Placement Document
is not and should not be construed as an invitation, offer or sale of any securities to the public in India.

The Placement Document been sent to you in an electronic form. You are reminded that documents
transmitted via this medium may be altered or changed during the process of electronic transmission and
consequently none of the Bank, Book Running Lead Managers or any person who controls any of them or
any director, officer, employee or agent of any of them or affiliate of any of them accepts any liability or
responsibility whatsoever in respect of any difference between the Placement Document distributed to you
in electronic format and the hard copy version available to you on request from the Book Running Lead
Managers. Your use of this e-mail is at your own risk and it is your responsibility to take precautions to
ensure that it is free from viruses and other items of a destructive nature. The attached Placement Document
is intended only for use by the addressee named herein and may contain legally privileged and/ or
confidential information. If you are not the intended recipient of the attached Placement Document, you are
hereby notified that any dissemination, distribution or copying of the attached Placement Document is
strictly prohibited. If you have received the attached Placement Document in error, please immediately
notify the sender or the Book Running Lead Managers by reply email and destroy the email received and
any printouts of it.

You are reminded that no representation or warranty, expressed or implied, is made or given by or on behalf
of any Book Running Lead Managers named herein, nor any person who controls them or any director,
officer, employee or agent of them, or affiliate or associate of any such person as to the accuracy,



completeness or fairness of the information or opinions contained in this document and such persons do not
accept responsibility or liability for any such information or opinions.

Actions That You May Not Take: You should not reply by e-mail to this announcement, and you may
not purchase any of the Equity Shares described in the attached pre-numbered Placement Document by
doing so. Any reply e-mail communications, including those you generate by using the "Reply" function
on your e-mail software, will be ignored or rejected. You may not nor are you authorized to deliver or
forward this document, electronically or otherwise, to any other person.

YOU MAY NOT AND ARE NOT AUTHORIZED TO (1) FORWARD, DISTRIBUTE OR
DELIVER THE ATTACHED PLACEMENT DOCUMENT, ELECTRONICALLY OR
OTHERWISE, TO ANY OTHER PERSON OR (2) REPRODUCE THE ATTACHED
PLACEMENT DOCUMENT IN ANY MANNER WHATSOEVER. ANY FORWARDING,
DISSEMINATION, DISTRIBUTION OR REPRODUCTION OF THIS DOCUMENT AND THE
ATTACHED PLACEMENT DOCUMENT IN WHOLE OR IN PART IS UNAUTHORIZED.
FAILURE TO COMPLY WITH THIS DIRECTIVE MAY RESULT IN A VIOLATION OF THE
SECURITIES ACT OR THE APPLICABLE LAWS OF OTHER JURISDICTIONS.

You are responsible for protecting against viruses and other destructive items. Your use of this e-
mail is at your own risk and it is your responsibility to take precautions to ensure that it is free from
viruses and other items of a destructive nature.

Capitalized terms used but not defined herein shall have the meaning ascribed to such terms in the
Placement Document attached hereto.
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PUNJAB NATIONAL BANK
Our Bank was incorporated as Punjab National Bank Limited under the Indian Companies Act, 1882 (Act VI of 1882) in 1894. Our Bank was constituted as Punjab National
Bank under the Banking Companies (Acquisition and Transfer of Undertakings) Act, 1970, as amended (“Banking Companies Act™) on July 19, 1969. For further details,
see “General Information” on page 322.
Corporate Office: Plot No.4, Sector 10, Dwarka, New Delhi 110 075
Telephone: +91 11 2804 4866; Website: www.pnbindia.in; Email: hosd@pnb.co.in

Punjab National Bank (the “Issuer” or the “Bank”) is issuing 1,06,70,52,910 equity shares of face value X 2 each (the “Equity Shares™) at a price of ¥ 35.50 per Equity Share,
including a premium of ¥ 33.50 per Equity Share (the “Issue Price”), aggregating to approximatly X 3,788.04 crore (the “Issue”). For further details, see “Summary of the
Issue” on page 27.

THIS ISSUE IS IN ACCORDANCE WITH CHAPTER VI OF THE SECURITIES AND EXCHANGE BOARD OF INDIA (ISSUE OF CAPITAL AND
DISCLOSURE REQUIREMENTS) REGULATIONS, 2018, AS AMENDED (THE “SEBI ICDR REGULATIONS”), THE BANKING COMPANIES ACT,
THE BANKING REGULATION ACT, 1949, AS AMENDED (THE “BANKING REGULATION ACT”), THE PUNJAB NATIONAL BANK (SHARES &
MEETINGS) REGULATIONS, 2000, AS AMENDED (THE “PUNJAB NATIONAL BANK REGULATIONS”) AND THE NATIONALISED BANKS
(MANAGEMENT AND MISCELLANEOUS PROVISIONS) SCHEME, 1970 (THE “NATIONALISED BANKS SCHEME”)

THE ISSUE, AND THE DISTRIBUTION OF THIS PLACEMENT DOCUMENT IS BEING MADE TO ELIGIBLE QUALIFIED INSTITUTIONAL BUYERS
(“ELIGIBLE QIBs”) AS DEFINED UNDER THE SEBI ICDR REGULATIONS IN RELIANCE UPON CHAPTER VI OF THE SEBI ICDR REGULATIONS.
THIS PLACEMENT DOCUMENT IS PERSONAL TO EACH PROSPECTIVE INVESTOR. THE ISSUE DOES NOT CONSTITUTE AN OFFER OR
INVITATION OR SOLICITATION OF AN OFFER TO THE PUBLIC OR TO ANY OTHER PERSON OR CLASS OF INVESTORS WITHIN OR OUTSIDE
INDIA OTHER THAN TO ELIGIBLE QIBs.

YOU ARE NOT AUTHORISED TO, AND MAY NOT (1) DELIVER THIS PLACEMENT DOCUMENT TO ANY OTHER PERSON; OR (2) REPRODUCE THIS
PLACEMENT DOCUMENT IN ANY MANNER WHATSOEVER; OR (3) RELEASE ANY PUBLIC ADVERTISEMENT, OR UTILISE ANY MEDIA,
MARKETING OR DISTRIBUTION CHANNELS OR AGENTS TO INFORM THE PUBLIC AT LARGE ABOUT THE ISSUE. ANY DISTRIBUTION OR
REPRODUCTION OF THIS PLACEMENT DOCUMENT, IN WHOLE OR IN PART, IS UNAUTHORISED. FAILURE TO COMPLY WITH THIS
INSTRUCTION MAY RESULT IN A VIOLATION OF THE SEBI ICDR REGULATIONS OR OTHER APPLICABLE LAWS OF INDIA AND OTHER
JURISDICTIONS. THIS PLACEMENT DOCUMENT WILL BE CIRCULATED ONLY TO SUCH ELIGIBLE QIBS WHOSE NAMES ARE RECORDED BY
OUR BANK PRIOR TO MAKING AN INTIMATION TO SUBSCRIBE TO THE EQUITY SHARES.

INVESTMENTS IN EQUITY SHARES INVOLVE A DEGREE OF RISK AND PROSPECTIVE INVESTORS SHOULD NOT INVEST IN THIS ISSUE UNLESS
THEY ARE PREPARED TO TAKE THE RISK OF LOSING ALL OR PART OF THEIR INVESTMENT. PROSPECTIVE INVESTORS ARE ADVISED TO
CAREFULLY READ “RISK FACTORS” ON PAGE 48 BEFORE MAKING AN INVESTMENT DECISION RELATING TO THIS ISSUE. EACH
PROSPECTIVE INVESTOR IS ADVISED TO CONSULT ITS OWN ADVISORS ABOUT THE PARTICULAR CONSEQUENCES OF AN INVESTMENT IN
THE EQUITY SHARES BEING ISSUED PURSUANT TO THIS ISSUE. PROSPECTIVE INVESTORS OF THE EQUITY SHARES OFFERED SHOULD
CONDUCT THEIR OWN DUE DILIGENCE ON THE EQUITY SHARES. IF YOU DO NOT UNDERSTAND THE CONTENTS OF THIS PLACEMENT
DOCUMENT, YOU SHOULD CONSULT AN AUTHORISED FINANCIAL ADVISOR.

Invitations for subscription, offer and sale of the Equity Shares shall only be made pursuant to the Preliminary Placement Document together with the respective Application
Form and the Confirmation of Allocation Note (each as defined hereinafter). For further details, see “Issue Procedure” on page 258. The distribution of this Placement
Document or the disclosure of its contents without the prior consent of our Bank to any person, other than Eligible QIBs and persons retained by Eligible QIBs to advise them
with respect to their purchase of the Equity Shares, is unauthorised and prohibited. Each prospective investor, by accepting delivery of this Placement Document, agrees to
observe the foregoing restrictions and make no copies of this Placement Document or any documents referred to in this Placement Document.

The information on the websites of our Bank, Subsidiaries or Joint Venture or Associates or any website directly or indirectly linked to the websites of our Bank, Subsidiaries
or Joint Venture or the website of the Book Running Lead Managers or their respective affiliates, does not form part of this Placement Document and prospective investors
should not rely on such information contained in, or available through, any such websites for their investment in this Issue.

The outstanding Equity Shares are listed on BSE Limited (“BSE”) and National Stock Exchange of India Limited (“NSE”, together with BSE, the “Stock Exchanges™). The
closing price of the outstanding Equity Shares on BSE and NSE on December 14, 2020 was X 41.25 and X 41.25 per Equity Share, respectively. In-principle approvals under
Regulation 28(1)(a) of the Securities and Exchange Board of India (Listing Obligations and Disclosure Requirements) Regulations, 2015 as amended (“SEBI Listing
Regulations™) for listing of the Equity Shares have been received from BSE and NSE each on December 15, 2020. Applications to the Stock Exchanges will be made for
obtaining listing and trading approvals for the Equity Shares offered through the Issue. The Stock Exchanges assume no responsibility for the correctness of any statements
made, opinions expressed or reports contained herein. Admission of the Equity Shares to trading on BSE and NSE should not be taken as an indication of the merits of the
business of our Bank or the Equity Shares.

A copy of the Preliminary Placement Document and this Placement Document have been delivered to the Stock Exchanges. This Placement Document has not been and will
not be filed as a prospectus with the Registrar of Companies (“R0C”) in India, and will not be circulated or distributed to the public in India or any other jurisdiction and will
not constitute a public offer in India or any other jurisdiction. The Preliminary Placement Document and this Placement Document will not be registered as a private placement
offer letter with the RoC. The Preliminary Placement Document has not been reviewed by the Securities and Exchange Board of India (“SEBI”), the Reserve Bank of India
(“RBI”), the Stock Exchanges or the RoC or any other regulatory or listing authority and is intended only for use by the Eligible QIBs.

OUR BANK HAS PREPARED THIS PLACEMENT DOCUMENT SOLELY FOR PROVIDING INFORMATION IN CONNECTION WITH THE PROPOSED
ISSUE.

The Equity Shares have not been and will not be registered under the U.S. Securities Act of 1933, as amended (the “U.S. Securities Act”) or any other applicable
state securities laws of the United States and, unless so registered, may not be offered, sold or delivered within the United States, except pursuant to an exemption
from, or in a transaction not subject to, the registration requirements of the U.S. Securities Act and applicable state securities laws. Accordingly, the Equity Shares
are being offered and sold (a) in the United States only to persons who are “qualified institutional buyers” (as defined in Rule 144A under the U.S. Securities Act
(“Rule 144A”)) (“U.S. QIB(s)”) pursuant to Section 4(a)(2) or another available exemption from registration under the U.S. Securities Act; for avoidance of doubt,
the term U.S. QIBs does not refer to a category of institutional investors defined under applicable Indian regulations and referred to in this Placement Document as
“QIBs”; and (b) outside the United States, in offshore transactions in reliance upon Regulation S under the U.S. Securities Act (“Regulation S”) and the applicable
laws of the jurisdiction where those offers and sales are made. For further information, see “Selling Restrictions” and “Transfer Restrictions” on pages 273 and 281,
respectively.
This Placement Document is dated December 18, 2020.
BOOK RUNNING LEAD MANAGERS
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*PNB Investment Services Limited, a subsidiary of our Bank, shall be involved only in marketing of the Issue in compliance with Regulation 21A of the Securities and Exchange
Board of India (Merchant Bankers) Regulations, 1992, as amended (“SEBI Merchant Bankers Regulations ”) and Regulation 174(2) of the SEBI ICDR Regulations.
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NOTICE TO INVESTORS

Our Bank has furnished, and accepts full responsibility for, all of the information contained in this Placement
Document and confirms that, to the best of its knowledge and belief, having made all reasonable enquiries, this
Placement Document contains all information with respect to our Bank and the Equity Shares which is material
in the context of the Issue. The statements contained in this Placement Document relating to our Bank and the
Equity Shares are, in all material respects, true and accurate and not misleading, and the opinions and intentions
expressed in this Placement Document with regard to our Bank and the Equity Shares are honestly held, have
been reached after considering all relevant circumstances and are based on reasonable assumptions and
information presently available to our Bank. There are no other facts in relation to our Bank and the Equity Shares,
the omission of which would, in the context of the Issue, make any statement in this Placement Document
misleading in any material respect. Further, our Bank has made all reasonable enquiries to ascertain such facts
and to verify the accuracy of all such information and statements. The information contained in this Placement
Document has been provided by our Bank and other sources identified herein.

ICICI Securities Limited, Axis Capital Limited, Edelweiss Financial Services Limited, IIFL Securities Limited,
SBI Capital Markets Limited, YES Securities (India) Limited and PNB Investment Services Limited (collectively,
the “Book Running Lead Managers” or the “BRLMS”) have not separately verified the information contained
in this Placement Document (financial, legal or otherwise). In compliance with Regulation 21A of the SEBI
Merchant Bankers Regulations and Regulation 174(2) of the SEBI ICDR Regulations, PNB Investment Services
Limited will be involved only in the marketing of the Issue. Accordingly, neither the Book Running Lead
Managers nor any of their respective shareholders, directors, officers, employees, counsels, representatives,
agents, associates or affiliates make any express or implied representation, warranty or undertaking, and no
responsibility or liability is accepted by any of the Book Running Lead Managers or any of their respective
shareholders, directors, officers, employees, counsels, representatives, agents, associates or affiliates as to the
accuracy or completeness of the information contained in this Placement Document or any other information
supplied in connection with the Issue or the distribution of the Equity Shares. Each person receiving this
Placement Document acknowledges that such person has not relied on either the Book Running Lead Managers
or any of their respective shareholders, employees, counsel, officers, directors, representatives, agents, associates
or affiliates in connection with such person’s investigation of the accuracy of such information or such person’s
investment decision, and each such person must rely on its own examination of our Bank and the merits and risks
involved in investing in the Equity Shares issued pursuant to the Issue.

No person is authorised to give any information or to make any representation not contained in this Placement
Document and any information or representation not so contained must not be relied upon as having been
authorised by or on behalf of our Bank or by or on behalf of the Book Running Lead Managers. The delivery of
this Placement Document at any time does not imply that the information contained in it is correct as of any time
subsequent to its date.

The Equity Shares to be issued pursuant to the Issue have not been approved, disapproved or recommended
by any regulatory authority in any jurisdiction including SEBI, the United States Securities and Exchange
Commission, any other federal or state authorities in the United States, the securities authorities of any
non-United States jurisdiction or any other United States or non-United States regulatory authority. No
authority has passed on or endorsed the merits of the Issue or the accuracy or adequacy of this Placement
Document. Any representation to the contrary may be a criminal offence in certain jurisdictions.

The Equity Shares have not been and will not be registered under the U.S. Securities Act or any other
applicable state securities laws of the United States and, unless so registered, may not be offered, sold or
delivered within the United States except pursuant to an exemption from, or in a transaction not subject
to, the registration requirements of the U.S. Securities Act and applicable state securities laws. Accordingly,
the Equity Shares are being offered and sold (a) in the United States, only to persons who are “qualified
institutional buyers” (as defined in Rule 144A under the U.S. Securities Act (“Rule 144A”)) (“U.S. QIB(s)”)
pursuant to Section 4(a)(2) or another available exemption from registration under the U.S. Securities Act;
for avoidance of doubt, the term U.S. QIBs does not refer to a category of institutional investors defined
under applicable Indian regulations and referred to in this Placement Document as “QIBs”; and (b) outside
the United States, in offshore transactions in reliance upon Regulation S under the U.S. Securities Act
(“Regulation S”) and the applicable laws of the jurisdiction where those offers and sales are made. The
Equity Shares are transferable only in accordance with the restrictions described in “Selling Restrictions”
and “Transfer Restrictions” on pages 273 and 281, respectively.



The subscribers of the Equity Shares offered in the Issue will be deemed to make the representations, warranties,
acknowledgments and agreements set forth in “Notice to Investors”, “Representations by Investors”, “Selling
Restrictions” and “Transfer Restrictions” on pages 1, 4, 273, and 281, respectively.

The distribution of this Placement Document and the issuance of Equity Shares pursuant to the Issue may be
restricted by law in certain jurisdictions. As such, this Placement Document does not constitute, and may not be
used for or in connection with, an offer or solicitation by anyone in any jurisdiction in which such offer or
solicitation is not authorized or to any person to whom it is unlawful to make such offer or solicitation. No action
has been taken by the Bank and the Book Running Lead Managers which would permit an issue of the Equity
Shares offered in the Issue or the distribution of this Placement Document in any jurisdiction, other than India,
where action for that purpose is required. Accordingly, the Equity Shares may not be offered or sold, directly or
indirectly, and neither this Placement Document nor any other Issue-related materials in connection with the Issue
may be distributed or published in or from any country or jurisdiction, except under circumstances that will result
in compliance with any applicable rules and regulations of any such country or jurisdiction. For a description of
the restrictions applicable to the offer and sale of the Equity Shares in the Issue in certain jurisdictions, see “Selling
Restrictions” on page 273.

The distribution of this Placement Document or the disclosure of its contents without the prior consent of our
Bank to any person, other than Eligible QIBs specified by the Book Running Lead Managers or their
representatives, and those retained by such QIBs to advise them with respect to their purchase of the Equity Shares,
is unauthorized and prohibited. Each prospective investor, by accepting delivery of this Placement Document,
agrees to observe the foregoing restrictions and make no copies of this Placement Document or any offering
material in connection with the Issue.

In making an investment decision, investors must rely on their own examination of our Bank and the terms of the
Issue, including the merits and risks involved. Investors should not construe the contents of this Placement
Document as legal, tax, accounting or investment advice. Investors should consult their own counsel and advisors
as to business, legal, tax, accounting and related matters concerning the Issue. In addition, neither our Bank nor
the Book Running Lead Managers or any of their respective shareholders, employees, counsel, officers, directors,
representatives, agents, associates or affiliates are making any representation to any offeree or purchaser of the
Equity Shares regarding the legality of an investment in the Equity Shares by such offeree or purchaser under
applicable legal, investment or similar laws or regulations. Each investor, purchaser, offeree or subscriber of the
Equity Shares in the Issue is deemed to have acknowledged, represented and agreed that it is eligible to invest in
India and in our Bank under Indian law, including Chapter VI of the SEBI ICDR Regulations and is not prohibited
by SEBI or any other regulatory, statutory or judicial authority from buying, selling or dealing in securities.

The information on our Bank’s website (www.pnbindia.in) or any website directly or indirectly linked to our
Bank’s website or the websites of the Book Running Lead Managers and of their respective affiliates, does not
constitute or form part of this Placement Document. Prospective investors should not rely on such information
contained in, or available through, any such websites.

This Placement Document contains summaries of certain terms of certain documents, which summaries are
qualified in their entirety by the terms and conditions of such documents. All references herein to “you” or “your”
is to the prospective investors in the Issue.

NOTICE TO INVESTORS IN THE UNITED STATES

THE EQUITY SHARES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE U.S.
SECURITIES ACT OR ANY OTHER APPLICABLE STATE SECURITIES LAWS OF THE UNITED STATES
AND, UNLESS SO REGISTERED, MAY NOT BE OFFERED, SOLD OR DELIVERED WITHIN THE
UNITED STATES EXCEPT PURSUANT TO AN EXEMPTION FROM, OR IN A TRANSACTION NOT
SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE U.S. SECURITIES ACT AND
APPLICABLE STATE SECURITIES LAWS. ACCORDINGLY, THE EQUITY SHARES ARE BEING
OFFERED AND SOLD (A) IN THE UNITED STATES ONLY TO PERSONS WHO ARE “QUALIFIED
INSTITUTIONAL BUYERS” (AS DEFINED IN RULE 144A) PURSUANT TO SECTION 4(a)(2) UNDER
THE U.S. SECURITIES ACT OR ANOTHER AVAILABLE EXEMPTION FROM REGISTRATION UNDER
THE U.S. SECURITIES ACT, AND (B) OUTSIDE THE UNITED STATES IN OFFSHORE TRANSACTIONS
IN RELIANCE UPON REGULATION S AND THE APPLICABLE LAWS OF THE JURISDICTION WHERE
THOSE OFFERS AND SALES ARE MADE. FOR A DESCRIPTION OF CERTAIN RESTRICTIONS ON
TRANSFER OF THE EQUITY SHARES, SEE “SELLING RESTRICTIONS” AND “TRANSFER



RESTRICTIONS” ON PAGES 273 AND 281, RESPECTIVELY.

THE EQUITY SHARES OFFERED HEREBY HAVE NOT BEEN REGISTERED WITH, OR APPROVED OR
DISAPPROVED BY, THE SEC OR ANY STATE SECURITIES COMMISSION IN THE UNITED STATES
OR ANY OTHER UNITED STATES REGULATORY AUTHORITY. FURTHERMORE, THE FOREGOING
AUTHORITIES HAVE NOT PASSED ON OR ENDORSED THE MERITS OF THE OFFERING OR THE
ACCURACY OR ADEQUACY OF THIS PLACEMENT DOCUMENT. ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE IN THE UNITED STATES. IN MAKING AN INVESTMENT
DECISION, INVESTORS MUST RELY ON THEIR OWN EXAMINATION OF OUR BANK AND THE
TERMS OF THE OFFER, INCLUDING THE MERITS AND RISKS INVOLVED.

Information to Distributors (as defined below)

Solely for the purposes of the product governance requirements contained within: (a) EU Directive 2014/65/EU
on markets in financial instruments, as amended (“MiFID 11”); (b) Articles 9 and 10 of Commission Delegated
Directive (EU) 2017/593 supplementing MiFID II; and (c) local implementing measures (together, the “MiFID
11 Product Governance Requirements”), and disclaiming all and any liability, whether arising in tort, contract
or otherwise, which any “manufacturer” (for the purposes of the MiFID II Product Governance Requirements)
may otherwise have with respect thereto, the Equity Shares have been subject to a product approval process, which
has determined that such Equity Shares are: (i) compatible with an end target market of retail investors and
investors who meet the criteria of professional clients and eligible counterparties, each as defined in MiFID II;
and (ii) eligible for distribution through all distribution channels as are permitted by MiFID II (the “Target
Market Assessment”). Notwithstanding the Target Market Assessment, “distributors” (for the purposes of the
MiFID II Product Governance Requirements) (“Distributors”) should note that: the price of the Equity Shares
may decline and investors could lose all or part of their investment; the Equity Shares offer no guaranteed income
and no capital protection; and an investment in the Equity Shares is compatible only with investors who do not
need a guaranteed income or capital protection, who (either alone or in conjunction with an appropriate financial
or other adviser) are capable of evaluating the merits and risks of such an investment and who have sufficient
resources to be able to bear any losses that may result therefrom. The Target Market Assessment is without
prejudice to the requirements of any contractual, legal or regulatory selling restrictions in relation to the Issue.

For the avoidance of doubt, the Target Market Assessment does not constitute: (a) an assessment of suitability or
appropriateness for the purposes of MiFID II; or (b) a recommendation to any investor or group of investors to
invest in, or purchase, or take any other action whatsoever with respect to the Equity Shares. Each Distributor is
responsible for undertaking its own target market assessment in respect of the Equity Shares and determining
appropriate distribution channels.

NOTICE TO INVESTORS IN CERTAIN OTHER JURISDICTIONS

For information to investors in certain other jurisdictions, see “Selling Restrictions” and “Transfer Restrictions”
on pages 273 and 281, respectively.



REPRESENTATIONS BY INVESTORS

References herein to “you, “your” is to the prospective investors to the Issue.

By bidding for and/or subscribing to any Equity Share under the Issue, you are deemed to have represented,
warranted to us and the Book Running Lead Managers, and acknowledged and agreed as follows:

a.

your decision to subscribe to the Equity Shares to be issued pursuant to the Issue has not been made based
on any information relating to our Bank or Subsidiaries or Associates or Joint Venture that is not set forth
in the Preliminary Placement Document and this Placement Document;

you are a “Qualified Institutional Buyer” as defined in Regulation 2(1)(ss) of the SEBI ICDR Regulations
and not excluded pursuant to Regulation 179(2)(b) of the SEBI ICDR Regulations, having a valid and
existing registration under the applicable laws and regulations of India and undertake to acquire, hold,
manage or dispose of any Equity Shares that are Allocated (as defined hereinafter) to you in accordance
with Chapter VI of the SEBI ICDR Regulations, and undertake to comply with the SEBI ICDR Regulations
and all other applicable laws, including in respect of reporting requirements in India, ormaking necessary
filings, including with the RBI, if any, in connection with the Issue;

if you are not a resident of India, but a QIB, you are an Eligible FPI (and are not an individual, corporate
body or a family office) having a valid and existing registration with SEBI under the applicable laws in
India and not an FVCI or a multilateral or bilateral development financial institution and that you are not
an AIF or VCF whose sponsor and manager is not Indian owned and controlled in terms of the FEMA
Rules. You also confirm that you are eligible to invest in India under applicable laws, including those issued
by the RBI, and the FEMA Rules, and any notifications, circulars or clarifications issued thereunder, and
have not been prohibited by SEBI or any other regulatory or statutory authority or otherwise, from buying,
selling or dealing in securities or otherwise accessing capital markets in India;

you confirm that you are not an FVCI;

if you are Allotted Equity Shares pursuant to the Issue, you shall not, for a period of one year from the date
of Allotment, sell the Equity Shares so acquired except on the floor of the Stock Exchanges (additional
restrictions apply if you are within the United States and certain other jurisdictions), see “Selling
Restrictions” and “Transfer Restrictions” on pages 273 and 281, respectively;

you are aware that the Equity Shares have not been and will not be filed through a prospectus under the
Companies Act, SEBI ICDR Regulations or under any other law in force in India, and no Equity Shares
will be offered in India or overseas to the public or any members of the public in India or any other class of
investors, other than Eligible QIBs. This Placement Document has not been reviewed, verified or affirmed
by RBI, SEBI, the Stock Exchanges or any other regulatory or listing authority and will not be filed with
the RoC, and is intended only for use by Eligible QIBs. The Preliminary Placement Document and this
Placement Document have been filed with the Stock Exchanges for record purposes only and the
Preliminary Placement Document and this Placement Document are required to be displayed and will be
displayed on the websites of our Bank and the Stock Exchanges;

you are entitled to subscribe for and acquire the Equity Shares under the laws of all relevant jurisdiction(s)
which apply to you and that you have the necessary capacity and fully observed such laws and obtained all
such governmental and other consents in each case which may be required thereunder and complied with
all necessary formalities to enable you to participate in this Issue and to perform your obligations in relation
thereto (including, in the case of any person on whose behalf you are acting, all necessary consents and
authorisations to agree to the terms set out or referred to in this Placement Document), and will honour such
obligations;

you are aware of the additional requirements that are applicable, as set forth under “Selling Restrictions”
and “Transfer Restrictions” on pages 273 and 281 respectively and you are permitted and have necessary
capacity to acquire / subscribe to the Equity Shares under the laws of all relevant jurisdictions which apply
to you and that you have fully observed such laws and obtained all such governmental and other consents
in each case which may be required thereunder and complied with all necessary formalities and have
obtained all necessary consents and approvals to enable you to commit to participation in this Issue and to
perform your obligations in relation thereto (including, in the case of any person on whose behalf you are



acting, all necessary consents and authorisations to agree to the terms set out or referred to in this Placement
Document), and will honour such obligations;

neither our Bank nor the Book Running Lead Managers nor any of their respective shareholders, directors,
officers, employees, counsel, representatives, agents, associates or affiliates is making any recommendation
to you, advising you regarding the suitability of any transactions it may enter into in connection with the
Issue and that participation in the Issue is on the basis that you are not and will not, up to the Allotment, be
a client of any of the Book Running Lead Managers and that the Book Running Lead Managers or any of
their respective shareholders, employees, counsel, officers, directors, representatives, agents, associates or
affiliates have no duties or responsibilities to you for providing the protection afforded to their clients or
customers or for providing advice in relation to the Issue and are in no way acting in a fiduciary capacity to
you;

you confirm that, either: (i) you have not participated in or attended any investor meetings or presentations
by our Bank or its agents (“Bank’s Presentations”) with regard to our Bank, the Equity Shares or the Issue;
or (ii) if you have participated in or attended any Bank’s Presentations: (a) you understand and acknowledge
that the Book Running Lead Managers may not have knowledge of the statements that our Bank or its agents
may have made at such Bank’s Presentations and are therefore unable to determine whether the information
provided to you at such Bank’s Presentations may have included any material misstatements or omissions,
and, accordingly you acknowledge that the Book Running Lead Managers have advised you not to rely in
any way on any information that was provided to you at such Bank’s Presentations, and (b) confirm that,
you have not been provided any material information relating to our Bank, the Equity Shares or the Issue
that was not publicly available;

you are aware that if you are Allotted more than 5.00% of the Equity Shares in the Issue, our Bank shall be
required to disclose your name and the number of Equity Shares Allotted to you to the Stock Exchanges,
and they will make the same available on their website and you consent to such disclosures being made by
us;

you understand that the Equity Shares issued pursuant to the Issue shall be subject to the provisions of the
Banking Companies (Acquisition And Transfer Of Undertakings) Act, 1970 read with the Banking
Regulation Act, 1949, the Nationalised Banks (Management And Miscellaneous Provisions) Scheme, 1970
and the Punjab National Bank (Shares & Meetings) Regulations, 2000 and will be credited as fully paid and
will rank pari passu in all respects with the existing Equity Shares including the right to receive dividend
and other distributions declared;

you are subscribing to the Equity Shares to be issued pursuant to the Issue in accordance with applicable
laws and by participating in this Issue, you are not in violation of any applicable law including but not
limited to the SEBI (Prohibition of Insider Trading) Regulations, 2015, the Securities and Exchange Board
of India (Prohibition of Fraudulent and Unfair Trade Practices relating to Securities Market) Regulations,
2003, and the Companies Act, 2013, each as amended;

all statements other than statements of historical fact included in this Placement Document, including,
without limitation, those regarding our Bank’s financial position, business strategy, plans and objectives of
management for future operations (including development plans and objectives relating to our Bank’s
business), are forward-looking statements. Such forward-looking statements involve known and unknown
risks, uncertainties and other important factors that could cause actual results to be materially different from
future results, performance or achievements expressed or implied by such forward-looking statements. Such
forward-looking statements are based on numerous assumptions regarding our Bank’s present and future
business strategies and environment in which our Bank will operate in the future. You should not place
undue reliance on forward-looking statements, which speak only as of the date of this Placement Document.
Our Bank assumes no responsibility to update any of the forward-looking statements contained in this
Placement Document;

you have been provided a serially numbered copy of the Preliminary Placement Document and this
Placement Document respectively and have read them in their entirety, including, in particular, “Risk
Factors” on page 48;



you are aware and understand that the Equity Shares are being offered only to Eligible QIBs and are not
being offered to the general public and the Allotment of the same shall be made by our Bank on a
discretionary basis, in consultation with the Book Running Lead Managers;

you have made, or been deemed to have made, as applicable, the representations, warranties,
acknowledgements and undertakings as set forth under “Selling Restrictions” and “Transfer Restrictions”
on pages 273 and 281, respectively;

if you are within the United States, you are a U.S. QIB, who is acquiring the Equity Shares for your own
account or for the account of an institutional investor who also meets the requirements of a U.S. QIB, for
investment purposes only, and not with a view to, or for reoffer or resale in connection with, the distribution
(within the meaning of any United States securities laws) thereof, in whole or in part;

if you are outside the United States, you are subscribing for the Equity Shares in an “offshore transaction”
within the meaning of Regulation S and the applicable laws of the jurisdiction where those offers and sales
are made;

you are not acquiring or subscribing for the Equity Shares as a result of any general solicitation or general
advertising (as those terms are defined in Regulation D under the U.S. Securities Act) or directed selling
efforts (as defined in Regulation S) and you understand and agree that offers and sales (a) in the United
States, are being made in reliance on an exemption to the registration requirements of the U.S. Securities
Act provided by Section 4(a)(2) under the U.S. Securities Act, Rule 144A or another available exemption
from registration under the U.S. Securities Act, and the Equity Shares may not be eligible for resale under
Rule 144A thereunder; and (b) outside the United States, are being made in offshore transactions in
compliance with Regulation S and the applicable laws of the jurisdiction where those offers and sales are
made. You understand and agree that the Equity Shares are transferable only in accordance with the
restrictions described in “Selling Restrictions” and “Transfer Restrictions” on pages 273 and 281,
respectively;

you represent and agree that you will only reoffer, resell, pledge or otherwise transfer the Equity Shares (A)
(i) to a person whom the beneficial owner and/or any person acting on its behalf reasonably believes is a
U.S. QIB in transactions meeting the requirements of Rule 144A or another exemption from the registration
requirements of the U.S. Securities Act or; (ii) in an offshore transaction complying with Rule 903 or Rule
904 of Regulation S under the U.S. Securities Act; and (B) in accordance with all applicable laws, including
the securities laws of the states of the United States;

that in making your investment decision, (i) you have relied on your own examination of our Bank and the
terms of the Issue, including the merits and risks involved; (ii) you have made and will continue to make
your own assessment of our Bank, the Equity Shares and the terms of the Issue based on such information
as is publicly available; (iii) you have consulted your own independent advisors (including tax advisors) or
otherwise have satisfied yourself concerning, without limitation, the effects of local laws and taxation
matters; (iv) you have relied solely on the information contained in this Placement Document and no other
disclosure or representation by our Bank or the Book running Lead Managers or any other party; (v) you
have received all information that you believe is necessary or appropriate in order to make an investment
decision in respect of our Bank and the Equity Shares and; (vi) relied upon your investigation and resources
in deciding to invest in the Issue. You are seeking to subscribe to / acquire the Equity Shares in this Issue
for your own investment and not with a view to resale or distribution;

you are a sophisticated investor and have such knowledge and experience in financial, business and
investment matters as to be capable of evaluating the merits and risks of the investment in the Equity Shares.
You are experienced in investing in private placement transactions of securities of entities in a similar nature
of the business, similar stage of development, and in similar jurisdictions. You and any accounts for which
you are subscribing the Equity Shares (i) are each able to bear the economic risk of the investment in the
Equity Shares; (ii) will not look to our Bank and/or the Book Running Lead Managers or any of their
respective shareholders, employees, counsel, officers, directors, representatives, agents, associates or
affiliates for all or part of any such loss or losses that may be suffered including losses arising out of non-
performance by our Bank of any of its respective obligations or any breach of any representations and
warranties by our Bank, whether to you or otherwise; (iii) are able to sustain a complete loss on the
investment in the Equity Shares; (iv) have no need for liquidity with respect to the investment in the Equity
Shares; (v) have no reason to anticipate any change in your or their circumstances, financial or otherwise,
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which may cause or require any sale or distribution by you or them of all or any part of the Equity Shares;
and (vi) are seeking to subscribe to the Equity Shares in the Issue for your own investment and not with a
view to resell or distribute. You acknowledge that an investment in the Equity Shares involves a high degree
of risk and that the Equity Shares are, therefore, a speculative investment;

our Bank or the Book Running Lead Managers or any of their respective shareholders, directors, officers,
employees, counsel, representatives, agents, associates or affiliates have not provided you with any tax
advice or otherwise made any representations regarding the tax consequences of the purchase, ownership
and disposal of the Equity Shares (including but not limited to the Issue and the use of the proceeds from
the Equity Shares). You will obtain your own independent tax advice and will not rely on the Book Running
Lead Managers or any of their respective sharecholders, employees, counsel, officers, directors,
representatives, agents, associates or affiliates or our Bank when evaluating the tax consequences in relation
to the Equity Shares (including but not limited to the Issue and the use of the proceeds from the Equity
Shares). You waive and agree not to assert any claim against the Book Running Lead Managers or our Bank
or any other respective shareholders, directors, officers, employees, counsels, advisors, representatives,
agents, associates or affiliates with respect to the tax aspects of the Equity Shares or the Issue or as a result
of any tax audits by tax authorities, wherever situated,

you acknowledge that the Preliminary Placement Document did not, and this Placement Document does
not confer upon or provide you with any right of renunciation of the Equity Shares offered through the Issue
in favour of any person;

where you are acquiring the Equity Shares for one or more managed accounts, you represent and warrant
that you are authorised in writing, by each such managed account to acquire the Equity Shares for each
managed account; and to make (and you hereby make) the representations, warranties, acknowledgements
and agreements herein for and on behalf of each such account, reading the reference to “you” to include
such accounts;

you are not a ‘promoter’ of our Bank (as defined under the SEBI ICDR Regulations) and are not a person
related to the Promoter (as defined hereinafter), either directly or indirectly and your Application does not
directly or indirectly represent the promoter or promoter group (as defined under the SEBI ICDR
Regulations) of our Bank or a person related to the Promoter;

you have no rights under a shareholders agreement or voting agreement with the Promoter or promoter
group, no veto rights or right to appoint any nominee director on the Board of our Bank other than the rights
acquired if any in the capacity of a lender not holding any equity Shares of our Bank the acquisition of
which shall not deem you to be a Promoter or a person related to the Promoter;

you have no right to withdraw or revise downwards your Application after the Bid/ Issue Closing Date (as
defined hereinafter);

you are eligible to apply and hold Equity Shares so Allotted and together with any securities of our Bank
held by you prior to the Issue. You further confirm that your holding upon the issue and allotment of the
Equity Shares shall not exceed the level permissible as per any regulation applicable to you including, but
not limited to, the Banking Regulation Act, 1949, Banking Companies (Acquisition and Transfer of
Undertakings) Act, 1970, and in the event of your holding of the Equity Shares reaches any applicable limits
as may be prescribed you will make the appropriate disclosures and obtain the necessary permissions in this
regard from the relevant authorities/RBI;

the Bid submitted by you would not eventually result in triggering an open offer under the SEBI Takeover
Regulations (as defined hereinafter), and you shall be solely responsible for compliance with all other
applicable provisions of the SEBI Takeover Regulations;

your aggregate holding together with other prospective Investors participating in the Issue that belong to
the same group or are under common control as you, pursuant to the Allotment under the Issue shall not
exceed 50% of the Issue Size. For the purposes of this representation:

QIBs belonging to the “same group” shall mean entities where (a) any of them controls, directly or
indirectly, through its subsidiary or holding company, not less than 15% of the voting rights in the other;
or (b) any of them, directly or indirectly, by itself, or in combination with other persons, exercise control
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over the others; or (c) there is a common director, excluding nominee and independent directors, amongst
a Eligible QIB, its subsidiary or holding company and any other Eligible QIB; and

‘control’ shall have the same meaning as is assigned to it by clause 1 (e) of Regulation 2 of the SEBI
Takeover Regulations (as defined hereinafter).

you shall not undertake any trade in the Equity Shares credited to your beneficiary account until such time
that the final listing and trading approval for the Equity Shares is issued by the Stock Exchanges;

you are aware and understand that the Book Running Lead Managers have entered into a Placement
Agreement (as defined hereinafter) with our Bank whereby the Book Running Lead Managers have, subject
to the satisfaction of certain conditions set out therein agreed to manage the Issue and, undertaken to use its
reasonable endeavours to seek to procure subscription for the Equity Shares on the terms and conditions set
forth therein;

if you are an Eligible FPI as defined in this Placement Document, you confirm that you will participate in
the Issue only under and in conformity with Schedule II of FEMA Rules and you confirm that you are not
an FVCI or a multilateral or bilateral development financial institution and that you are not an AIF or VCF
whose sponsor and manager is not Indian owned and controlled in terms of the FEMA Rules. Further, you
acknowledge that Eligible FPIs may invest in such number of Equity Shares such that the individual
investment of the Eligible FPI or its investor group (multiple entities registered as FPIs and directly or
indirectly, having common ownership of more than 50% or common control) in our Bank does not exceed
10% of the post-Issue paid-up capital of our Bank on a fully diluted basis, and further with effect from April
1, 2020, the aggregate limit for FPI investments is the sectoral cap applicable to our Bank;

you confirm that neither are you an entity of a country which shares land border with India nor is the
beneficial owner of your investment situated in or a citizen of such country (in which case, investment can
only be through the Government approval route), and that your investment is in accordance with press note
no. 3 (2020 Series), dated April 17, 2020, issued by the DPIIT and Rule 6 of the FEMA Rules;

that the contents of this Placement Document are exclusively the responsibility of our Bank and that neither
the Book Running Lead Managers nor any person acting on their behalf has or shall have any liability for
any information, representation or statement contained in this Placement Document or any information
previously published by or on behalf of our Bank and will not be liable for your decision to participate in
the Issue based on any information, representation or statement contained in this Placement Document or
otherwise. By participating in the Issue, you agree to the same and confirm that you have neither received
nor relied on any other information, representation, warranty or statement made by or on behalf of the Book
Running Lead Managers or our Bank or any of their respective shareholders, directors, officers, employees,
counsel, advisors, representatives, agents, associates or affiliates or any other person and neither the Book
Running Lead Managers nor our Bank or any of their respective shareholders, directors, officers,
employees, counsels, advisors, representatives, agents, associates or affiliates nor any other person will be
liable for your decision to participate in the Issue based on any other information, representation, warranty
or statement that you may have obtained or received,

that the only information you are entitled to rely on, and on which you have relied in committing yourself
to acquire the Equity Shares is contained in this Placement Document, such information being all that you
deem necessary to make an investment decision in respect of the Equity Shares issued in pursuance of the
Issue and that you have neither received nor relied on any other information given or representations,
warranties or statements made by the Book Running Lead Managers or our Bank and neither the Book
Running Lead Managers nor our Bank will be liable for your decision to accept an invitation to participate
in the Issue based on any other information, representation, warranty or statement that you have obtained
or received;

that each of the representations, warranties, acknowledgements and agreements set forth above shall
continue to be true and accurate at all times up to and including the Allotment, listing and trading of the
Equity Shares in the Issue;

you agree to indemnify and hold our Bank and the Book Running Lead Managers and their respective
shareholders, directors, officers, employees, counsel, affiliates, associates, controlling persons and
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representatives harmless from any and all costs, claims, liabilities and expenses (including legal fees and
expenses) arising out of or in connection with any breach of the representations, warranties,
acknowledgments and agreements made by you in this Placement Document and this Placement Document.
You agree that the indemnity set forth in this section shall survive the resale of the Equity Shares Allotted
under the Issue by or on behalf of the managed accounts;

that our Bank, the Book Running Lead Managers, their respective affiliates and others will rely on the truth
and accuracy of the foregoing representations, warranties, acknowledgements and undertakings which are
given to the Book Running Lead Managers on their own behalf and on behalf of our Bank and are
irrevocable and it is agreed that if any of such representations, warranties, acknowledgements, undertakings
and agreements are no longer accurate, you will promptly notify the Book Running Lead Managers;

that you understand that none of the Book Running Lead Managers nor its respective affiliates has any
obligation to purchase or acquire all or any part of the Equity Shares purchased by you in the Issue or to
support any losses directly or indirectly sustained or incurred by you for any reason whatsoever in
connection with the Issue, including non-performance by us of any of our respective obligations or any
breach of any representations or warranties by us, whether to you or otherwise;

that you are aware that (i) applications for in-principle approval, in terms of Regulation 28(1)(a) of the SEBI
Listing Regulations, for listing and admission of the Equity Shares and for trading on the Stock Exchanges,
were made and such approval has been received from the Stock Exchanges; and (ii) the application for the
final listing and trading approval will be made only after Allotment. There can be no assurance that the final
approvals for listing of the Equity Shares will be obtained in time or at all. Neither our Bank nor the Book
Running Lead Managers nor any of their respective shareholders, directors, officers, employees, counsel,
affiliates, associates, controlling persons and representatives shall be responsible for any delay or non-
receipt of such final approvals or any loss arising from such delay or non-receipt;

that you are a sophisticated investor who is seeking to purchase the Equity Shares for your own investment
and not with a view to distribution. In particular, you acknowledge that (i) an investment in the Equity
Shares involves a high degree of risk and that the Equity Shares are, therefore, a speculative investment,
(i1) you have sufficient knowledge, sophistication and experience in financial and business matters so as to
be capable of evaluating the merits and risk of the purchase of the Equity Shares, and (iii) you are
experienced in investing in private placement transactions of securities of companies in a similar stage of
development and in similar jurisdictions and have such knowledge and experience in financial, business
and investments matters that you are capable of evaluating the merits and risks of your investment in the
Equity Shares; and

any dispute arising in connection with the Issue will be governed by and construed in accordance with the
laws of the Republic of India and the courts at New Delhi, India shall have exclusive jurisdiction to settle
any disputes which may arise out of or in connection with the Preliminary Placement Document and this
Placement Document.



OFFSHORE DERIVATIVE INSTRUMENTS

Subject to compliance with all applicable Indian laws, rules, regulations, guidelines and approvals in terms of
Regulation 21 of the SEBI FPI Regulations, an Eligible FPI may issue, subscribe to or otherwise deal in offshore
derivative instruments (as defined under the SEBI FPI Regulations as any instrument, by whatever name called,
which is issued overseas by a FPI against securities held by it in India, as its underlying, and all such offshore
derivative instruments are referred to herein as “P-Notes”), for which they may receive compensation from the
purchasers of such instruments. In terms of Regulation 21 of SEBI FPI Regulations, P-Notes may be issued only
by such persons who are registered as Category I FPIs and they may be issued only to persons eligible for
registration as Category I FPIs subject to exceptions provided in the SEBI FPI Regulations and compliance with
‘know your client’ requirements, as specified by SEBI and subject to compliance with such other conditions as
may be specified by SEBI from time to time. An Eligible FPI shall also ensure that no transfer of any instrument
referred to above is made to any person unless such FPIs are registered as Category I FPIs and such instrument is
being transferred only to person eligible for registration as Category I FPIs subject to requisite consents being
obtained in terms of Regulation 21 of SEBI FPI Regulations. P-Notes have not been and are not being offered or
sold pursuant to this Placement Document. This Placement Document does not contain any information
concerning P-Notes or the issuer(s) of any P-Notes, including any information regarding any risk factors relating
thereto.

Subject to certain relaxations provided under Regulation 22(4) of the SEBI FPI Regulations, investment by a
single FPI including its investor group (multiple entities registered as FPIs and directly or indirectly, having
common ownership of more than 50% or common control) is not permitted to be 10% or above of our post-Issue
Equity Share capital on a fully diluted basis. SEBI has, vide a circular dated November 5, 2019, issued the
operational guidelines for FPIs, designated depository participants and eligible foreign investors (the “FPI
Operational Guidelines”), to facilitate implementation of the SEBI FPI Regulations. In terms of such FPI
Operational Guidelines, the above mentioned restrictions shall also apply to subscribers of offshore derivative
instruments and two or more subscribers of offshore derivative instruments having common ownership, directly
or indirectly, of more than 50% or common control shall be considered together as a single subscriber of the
offshore derivative instruments. Further, in the event a prospective investor has investments as an FPI and as a
subscriber of offshore derivative instruments, these investment restrictions shall apply on the aggregate of the FPI
and offshore derivative instruments investments held in the underlying company.

Further, in accordance with Press Note No. 3 (2020 Series), dated April 17, 2020, issued by the DPIIT, investments
where the beneficial owner of the Equity Shares is situated in or is a citizen of a country which shares land border
with India, can only be made through the Government approval route, as prescribed in the Consolidated FDI
Policy dated October 15, 2020. These investment restrictions shall also apply to subscribers of offshore derivative
instruments.

Affiliates of the Book Running Lead Managers which are Eligible FPIs may purchase, to the extent permissible
under law, the Equity Shares in the Issue, and may issue P-Notes in respect thereof. Any P-Notes that may be
issued are not securities of our Bank and do not constitute any obligation of, claims on or interests in our Bank.
our Bank has not participated in any offer of any P-Notes, or in the establishment of the terms of any P-Notes, or
in the preparation of any disclosure related to any P-Notes. Any P-Notes that may be offered are issued by, and
are the sole obligations of, third parties that are unrelated to our Bank. Our Bank and the Book Running Lead
Managers do not make any recommendation as to any investment in P-Notes and do not accept any responsibility
whatsoever in connection with any P-Notes. Any P-Notes that may be issued are not securities of the Book
Running Lead Managers and does not constitute any obligations of or claims on the Book Running Lead
Managers.

Prospective investors interested in purchasing any P-Notes have the responsibility to obtain adequate
disclosures as to the issuer(s) of such P-Notes and the terms and conditions of any such P-Notes from the
issuer(s) of such P-Notes. Neither SEBI nor any other regulatory authority has reviewed or approved any
P-Notes or any disclosure related thereto.

Prospective investors are urged to consult their own financial, legal, accounting and tax advisors regarding

any contemplated investment in P-Notes, including whether P-Notes are issued in compliance with
applicable laws and regulations.
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DISCLAIMER CLAUSE OF THE STOCK EXCHANGES

As required, a copis of the Preliminary Placement Document and this Placement Document have been submitted
to the Stock Exchanges. The Stock Exchanges do not in any manner:

1. warrant, certify or endorse the correctness or completeness of any of the contents of the Preliminary
Placement Document and this Placement Document;

2. warrant that the Equity Shares pursuant to this Issue will be listed or will continue to be listed on the
Stock Exchanges; or

3. take any responsibility for the financial or other soundness of our Bank, its Promoter, its management or
any scheme or business activity of our Bank;

It should not for any reason be deemed or construed to mean that the Preliminary Placement Document and this
Placement Document have been cleared or approved by the Stock Exchanges. Every person who desires to apply
for or otherwise acquire any Equity Shares may do so pursuant to an independent inquiry, investigation and
analysis and shall not have any claim against the Stock Exchanges whatsoever, by reason of any loss which may
be suffered by such person consequent to or in connection with such subscription/acquisition, whether by reason
of anything stated or omitted to be stated herein or for any other reason whatsoever.
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PRESENTATION OF FINANCIAL AND OTHER INFORMATION
Certain Conventions

In this Placement Document, unless otherwise specified or the context otherwise indicates or implies, references
to “you”, “your”, “offeree”, “purchaser”, “Bidder”, “subscriber”, “recipient”, “investors”, “prospective investors”
and “potential investor” are to the Eligible QIBs who are the prospective investors of the Equity Shares in the
Issue and references to the “Issuer”, “Bank” or “our Bank™ are to the Punjab National Bank, on a standalone basis.
All references to the “we”, “us” or “our” are to the Punjab National Bank, its Subsidiaries, Associates and Joint

Venture on a consolidated basis, unless otherwise specified or the context otherwise indicates or implies.

References in this Placement Document to “India” are to the Republic of India and its territories and possessions
and the “Government” or the “Central Government” or the “state government” are to the Government of India, or
the governments of any state in India, as applicable and as the case may be. All references herein to the “U.S.” or
the “United States” are to the United States of America and its territories and possessions. References to the
singular also refers to the plural and one gender also refers to any other gender, wherever applicable.

Page Numbers

Unless otherwise stated, all references to page numbers in this Placement Document are to page numbers of this
Placement Document.

Currency and Units of Presentation

In this Placement Document, references to “USD”, “$”, “U.S.$” and “U.S. dollars” are to the legal currency of
the United States and references to, “X”,“Rs.”, “INR” and “Rupees” are to the legal currency of India.

References to “lakhs” and “crores” in this Placement Document are to the following:

one lakh represents ¥100,000 (one hundred thousand);

ten lakhs represents 31,000,000 (one million);

one crore represents 10,000,000 (ten million);

ten crores represents 100,000,000 (one hundred million); and

one hundred crores represents 31,000,000,000 (one thousand million or one billion).

i

Financial and Other Information

In this Placement Document, we have included the following financial statements prepared under Indian GAAP:
(i) audited standalone and consolidated financial statements for Fiscal 2018 read along with the notes thereto (the
“Fiscal 2018 Audited Financial Statements™); (ii) audited standalone and consolidated financial statements for
Fiscal 2019 read along with the notes thereto (the “Fiscal 2019 Audited Financial Statements™); (iii) audited
standalone and consolidated financial statements for Fiscal 2020 read along with the notes thereto (the “Fiscal
2020 Audited Financial Statements” and collectively with Fiscal 2018 Audited Financial Statements and Fiscal
2019 Audited Financial Statements, the “Audited Financial Statements”); and (iv) pursuant to the meeting of
our Board of Directors on November 2, 2020, we have adopted and filed with the Stock Exchanges, the Indian
GAAP unaudited standalone and consolidated financial results (reviewed) for the quarter and half year ended
September 30, 2020 (including the comparative financial information with respect to the quarter and half year
ended September 30, 2019 and other financial information with respect to historical fiscal year/ periods as required
under applicable law) read along with the notes thereto (the “Reviewed Financial Results”). However, potential
investors are cautioned that the presentation of our Audited Financial Statements may not be strictly comparable
to our Reviewed Financial Results.

The Department of Financial Services, Ministry of Finance, Government of India issued a Gazette Notification
no. CG-DL-E-04032020-216535 dated March 4, 2020, approving the scheme of amalgamation of erstwhile
Oriental Bank of Commerce and erstwhile United Bank of India into our Bank (“Amalgamation”) in exercise of
the powers conferred by Section 9 of the Banking Companies (Acquisition and Transfer of Undertaking) Act,
1980 (40 of 1980) and Section 9 of the Banking Companies (Acquisition and Transfer of Undertaking) Act, 1970
(5 0f 1970). The amalgamation came into effect from April 1, 2020. Accordingly, the historical financial and other
information of our Bank prior to the Amalgamation are not comparable to those subsequent to the Amalgamation,
including the Audited Financial Statements and the Indian GAAP unaudited standalone and consolidated financial
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results (reviewed) for the quarter and half year ended September 30, 2019 included in the Reviewed Financial
Results.

Since the Amalgamation had a significant impact on the standalone financial statements of our Bank, we have
included in this Placement Document following additional financial information with respect to the
Amalgamation:

Proforma financial statements as of and for the three months ended June 30, 2019;

Proforma financial statements as of and for the three and six months ended September 30, 2019;
Proforma financial statements as of and for the three and nine months ended December 31, 2019; and
Proforma financial statements for the three months and financial year ended March 31, 2020.

(collectively, the “Proforma Financial Statements”)

The Proforma Financial Information seeks to present the impact of the Amalgamation on the Bank’s financial
performance, and assumes that the Amalgamation had taken place with effect from April 1, 2019. The proforma
impact of the Amalgamation is therefore reflected in the Proforma Financial Statements for Fiscal 2020, the three
months ended June 30, 2019, the three and six months ended September 30, 2019, the three and nine months
ended December 31, 2019, and the three months and year ended March 31, 2020.

Solely to illustrate the impact of the Amalgamation on a proforma basis, in the section “Additional Proforma
Combined Information”, the financial and other information prior to the Amalgamation (i.€. as of and for the three
and six months ended September 30, 2019 and as of and for the three months and year ended March 31, 2020)
have been presented on a proforma combined basis, assuming that the Amalgamation had taken place with effect
from April 1, 2019 and consequently presented as an aggregation of the respective financial and other information
for our Bank and the erstwhile Oriental Bank of Commerce and erstwhile United Bank of India in the respective
financial periods (“Proforma Combined Information”). The Proforma Combined Information is for illustration
purposes only and investors are cautioned against relying on such Proforma Combined Information in connection
with any investment decision. There can be no assurance that the manner in which such financial and other
information was calculated for erstwhile Oriental Bank of Commerce and erstwhile United Bank of India prior to
the Amalgamation would have been identical to the manner in which such information was calculated for our
Bank. For further information, see “Proforma Financial Statements” on page 326.

The Proforma Financial Statements and Proforma Combined Information address a hypothetical situation and,
therefore, do not represent our Bank’s actual financial position or results. The Proforma Financial Statements and
Proforma Combined Information only purport to indicate the results of operations that would have resulted had
the amalgamation been completed at the beginning of the period presented and the financial position had the
amalgamation been completed as at the year/period end. The Proforma Financial Statements and Proforma
Combined Information have been prepared for illustrative purposes only based on various assumptions stated
therein, do not purport to predict our Bank’s future financial condition, results of operations or cash flows, and
potential investors should therefore not place undue reliance on such information in connection with any
investment decision. For further information, see “Management’s Discussion and Analysis of Financial Condition
and Results of Operations — Presentation of Financial Information — Amalgamation of the erstwhile Oriental
Bank of Commerce and erstwhile United Bank of India into our Bank, “Management’s Discussion and Analysis
of Financial Condition and Results of Operations — Principal Factors Affecting our Results of Operations and
Financial Condition — Effect of Amalgamation of the erstwhile Oriental Bank of Commerce and erstwhile United
Bank of India into our Bank” and “Proforma Financial Statements” on pages 101, 105 and 326, respectively.

We have also included in this Placement Document, the historical audited financial statements of the erstwhile
Oriental Bank of Commerce for the financial year ended March 31, 2019 and 2020. For further information on
the historical financial performance of the erstwhile Oriental Bank of Commerce, see “Oriental Bank of
Commerce Financial Statements” on page 324.

We have also included in this Placement Document, the historical audited financial statements of the erstwhile
United Bank of India for the financial year ended March 31, 2019 and 2020. For further information on the
historical financial performance of the erstwhile United Bank of India, see “United Bank of India Financial
Statements” on page 325.

The degree to which the financial information prepared in accordance with Indian GAAP will provide meaningful
information is entirely dependent on the reader's level of familiarity with Indian GAAP. Any reliance by persons
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not familiar with Indian accounting practices on the financial disclosures presented in this Placement Document
should accordingly be limited.

The audited Financial Statements are prepared in accordance with Indian GAAP as applicable to banks, guidelines
issued by the RBI from time to time, practices generally prevailing in the banking industry in India and the
applicable standards on auditing. Our Bank prepares its financial statements in Rupees in accordance with Indian
GAAP which differ in certain important aspects from U.S. GAAP and other accounting principles and standards
on auditing with which prospective investors may be familiar in other countries. We have not attempted to quantify
the impact of U.S. GAAP on the financial data included in this Placement Document, nor do we provide a
reconciliation of our financial statements to those of U.S. GAAP. Accordingly, the degree to which the financial
statements prepared in accordance with Indian GAAP included in this Placement Document will provide
meaningful information is entirely dependent on the reader’s level of familiarity with the respective accounting
practices. Any reliance by persons not familiar with Indian accounting practices on the financial disclosures
presented in this Placement Document should accordingly be limited.

In addition, the Ministry of Corporate Affairs (the “MCA”), in its press release dated January 18, 2016, issued a
roadmap for implementation of Ind-AS converged with IFRS for scheduled commercial banks, insurers, insurance
companies and non-banking financial companies, which was subsequently confirmed by the RBI through its
circular dated February 11, 2016. These regulations required our Bank to prepare Ind-AS based financial
statements for accounting period commencing April 1, 2018 with comparative financial statements for the
accounting period ending March 31, 2018. On June 23, 2016, RBI directed all scheduled commercial banks
(excluding regional rural banks) to submit proforma Ind-AS financial statements, for the half year ended
September 30, 2016 to Reserve Bank of India, Mumbai. RBI vide notification dated March 22, 2019, decided to
defer the implementation of Ind-AS on scheduled commercial banks (excluding regional rural banks) till further
notice. The nature and extent of the possible impact of Ind-AS on our financial reporting and accounting practices
is currently uncertain, and there can be no assurance that such impact will not be significant. Our Bank cannot
assure you that it has completed a comprehensive analysis of the effect of Ind AS on future financial information
or that the application of Ind AS will not result in a materially adverse effect on our Bank’s future financial
information. For further information on the transition to Ind AS, see “Risk Factors —The effects of the adoption of
Indian Accounting Standards (“Ind AS”) are uncertain and any failure to successfully adopt Ind AS could
adversely affect our business, financial conditions and results of operations” on page 64.

The Fiscal Year of our Bank commences on April 1 of each calendar year and ends on March 31 of the succeeding
calendar year. Unless otherwise stated, references in this Placement Document to a particular year are to the
calendar year ended on December 31, and to a particular “Fiscal” or “Fiscal Year” or “FY” are to the fiscal year
ended on March 31.

All figures appearing in this Placement Document have been rounded off to two decimal places. Accordingly, the
figure shown as totals herein may not be an arithmetic aggregation of the figures which precede them.
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INDUSTRY AND MARKET DATA

Information regarding market position, market size, growth rates, other industry data and certain industry forecasts
pertaining to the businesses of our Bank contained in this Placement Document consists of estimates, forecasts
based on data reports compiled by government bodies, data from other external sources and knowledge of the
markets in which our Bank competes. Unless stated otherwise, the statistical information included in this
Placement Document relating to the industry in which our Bank operates has been reproduced from various trade,
industry and government publications and websites.

Industry sources and publications generally state that the information contained therein has been obtained from
sources generally believed to be reliable, but that their accuracy, completeness and underlying assumptions are
not guaranteed and their reliability cannot be assured. Industry sources and publications are also prepared based
on information as of specific dates and may no longer be current or reflect current trends. Industry sources and
publications may also base their information on estimates, projections, forecasts and assumptions that may prove
to be incorrect. Accordingly, investors should not place undue reliance on or base their investment decision on
this information. In certain cases, there is no readily available external information (whether from trade
associations, government bodies or other organisations) to validate market-related analyses and estimates,
requiring us to rely on internally developed estimates.

All such data is subject to change and cannot be verified with certainty due to limits on the availability and
reliability of the raw data and other limitations and uncertainties inherent in any statistical survey. Neither our
Bank nor any of the Book Running Lead Managers have independently verified this data and do not make any
representation regarding accuracy or completeness of such data. Our Bank takes responsibility for accurately
reproducing such information but accept no further responsibility in respect of such information, data, projections,
forecasts, conclusions or any other information contained in this section. In many cases, there is no readily
available external information (whether from trade or industry associations, government bodies or other
organizations) to validate market-related analysis and estimates, so our Bank has relied on internally developed
estimates. Similarly, while our Bank believes its internal estimates to be reasonable, such estimates have not been
verified by any independent sources and neither our Bank nor any of the Book Running Lead Managers can assure
potential investors as to their accuracy. Certain information contained herein pertaining to prior years is presented
in the form of estimates as they appear in the respective reports/source documents. The actual data for those years
may vary significantly and materially from the estimates so contained.

The extent to which the market and industry data used in this Placement Document is meaningful depends
on the reader’s familiarity with and understanding of the methodologies used in compiling such data.
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AVAILABLE INFORMATION

Our Bank has agreed that, for so long as any Equity Shares are “restricted securities” within the meaning of Rule
144(a)(3) under the U.S. Securities Act, our Bank will, during any period in which it is neither subject to Section
13 or 15(d) of the U.S. Securities Exchange Act of 1934, as amended, nor exempt from reporting pursuant to Rule
12g3-2(b) thereunder, provide to any holder or beneficial owner of such restricted securities or to any prospective
purchaser of such restricted securities designated by such holder or beneficial owner, upon the request of such
holder, beneficial owner or prospective purchaser, the information required to be provided by Rule 144A(d)(4)
under the U.S. Securities Act, subject to compliance with the applicable provisions of Indian law.
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FORWARD-LOOKING STATEMENTS

Certain statements contained in this Placement Document that are not statements of historical fact constitute
“forward-looking statements”. Investors can generally identify forward-looking statements by terminology such
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as “aim”, “anticipate”, “believe”, “continue”, “can”, “could”, “estimate”, “expect”, “intend”, “may”, “objective”,
“plan”, “potential”, “project”, “pursue”, “shall”, “should”, “will”, “would”, or other words or phrases of similar
import. Similarly, statements that describe the strategies, objectives, plans or goals of our Bank are also forward-
looking statements. However, these are not the exclusive means of identifying forward-looking statements. All
statements regarding our Bank’s expected financial conditions, results of operations, business plans and prospects
are forward-looking statements. These forward-looking statements include statements as to our Bank’s business
strategy, planned projects, revenue and profitability (including, without limitation, any financial or operating
projections or forecasts), new business and other matters discussed in this Placement Document that are not
historical facts.

These forward-looking statements and any other projections contained in this Placement Document (whether
made by us or any third party) are predictions and involve known and unknown risks, uncertainties, assumptions
and other factors that they may cause our actual results, performance or achievements to be materially different
from any future results, performance or achievements expressed or implied by such forward looking statements
or other projections.

Important factors that could cause our actual results, performances and achievements to be materially different
from any of the forward-looking statements include, among others:

e  Qur inability to predict the impact of the COVID-19 pandemic on our Bank’s business, cash flows, results of
the operations;

o  Failures of our internal control system may cause significant operational errors;

e Inability to control or reduce the level of non-performing assets in our portfolio or any increase in our NPA
portfolio;

e Ability to manage value of our collateral and delays in enforcing collateral or failure to recover the expected
value of collateral;

e  Ability to manage credit, market and operational risks; and

e Laws, rules, regulations, guidelines and norms applicable to the banking industry, including priority sector
lending requirements, capital adequacy and liquidity requirements.

Additional factors that could cause actual results, performance or achievements to differ materially include, but
are not limited to, those discussed under “Risk Factors”, “Management’s Discussion and Analysis of Financial
Condition and Results of Operations”, “Industry Overview” and “Our Business” on pages 48, 101, 180 and 198
respectively.

By their nature, market risk disclosures are only estimates and could be materially different from what actually
occurs in the future. As a result, actual future gains, losses or impact on net interest income and net income could
materially differ from those that have been estimated, expressed or implied by such forward looking statements
or other projections. The forward-looking statements contained in this Placement Document are based on the
beliefs of the management, as well as the assumptions made by, and information currently available to, the
management of our Bank. Although our Bank believes that the expectations reflected in such forward-looking
statements are reasonable at this time, it cannot assure investors that such expectations will prove to be correct.
Given these uncertainties, investors are cautioned not to place undue reliance on such forward-looking statements.
In any event, these statements speak only as of the date of this Placement Document or the respective dates
indicated in this Placement Document, and neither our Bank nor the Book Running Lead Managers undertake our
Bank undertakes no obligation to update or revise any of them, whether as a result of new information, future
events or otherwise. If any of these risks and uncertainties materialize, or if any of our Bank’s underlying
assumptions prove to be incorrect, the actual results of operations or financial condition of our Bank could differ
materially from that described herein as anticipated, believed, estimated or expected. All subsequent forward-
looking statements attributable to our Bank are expressly qualified in their entirety by reference to these cautionary
statements.
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ENFORCEMENT OF CIVIL LIABILITIES

All of our Bank’s Directors, key managerial personnel and members of senior management are residents of India
and a substantial portion of the assets of our Bank are located in India. As a result, it may not be possible for
investors outside India to effect service of process upon our Bank or such persons outside India, or to enforce
judgments obtained against such parties in courts outside of India.

Recognition and enforcement of foreign judgments are provided for under Section 13 and Section 44A of the Civil
Code on a statutory basis. Section 13 of the Civil Code provides that foreign judgments shall be conclusive as to
any matter thereby directly adjudicated upon between the same parties or between parties under whom they or
any of them claim litigating under the same title, except:

e  where the judgment has not been pronounced by a court of competent jurisdiction;
e where the judgment has not been given on the merits of the case;

e where it appears on the face of the proceedings to be founded on an incorrect view of international law or a
refusal to recognize the law of India in cases in which such law is applicable;

e  where the proceedings in which the judgment was obtained are opposed to natural justice;
e  where the judgment has been obtained by fraud; and
e where the judgment sustains a claim founded on a breach of any law in force in India.

Section 44A of the Civil Procedure Code provides that a foreign judgment rendered by a superior court (within
the meaning of that section) in any jurisdiction outside India which the Government has by notification declared
to be a reciprocating territory, may be enforced in India by proceedings in execution as if the judgment had been
rendered by a district court in India. Under Section 14 of the Civil Procedure Code, a court in India will, upon the
production of any document purporting to be a certified copy of a foreign judgment, presume that the foreign
judgment was pronounced by a court of competent jurisdiction, unless the contrary appears on record but such
presumption may be displaced by proving want of jurisdiction. However, Section 44A of the Civil Procedure
Code is applicable only to monetary decrees not being in the nature of any amounts payable in respect of taxes or
other charges of a like nature or in respect of a fine or other penalties and does not include arbitration awards.

Each of the United Kingdom, United Arab Emirates, Singapore and Hong Kong, amongst others has been declared
by the Government to be a reciprocating territory for the purposes of Section 44A of the Civil Procedure Code,
but the United States of America has not been so declared. A judgment of a court in a jurisdiction which is not a
reciprocating territory may be enforced only by a fresh suit upon the judgment and not by proceedings in
execution. The suit must be filed in India within three years from the date of the foreign judgment in the same
manner as any other suit filed to enforce a civil liability in India. Accordingly, a judgment of a court in the United
States may be enforced only by a fresh suit upon the foreign judgment and not by proceedings in execution.

It is unlikely that a court in India would award damages on the same basis as a foreign court if an action is brought
in India. Furthermore, it is unlikely that an Indian court would enforce foreign judgments if it views the amount
of damages awarded as excessive or inconsistent with public policy of India and it is uncertain whether an Indian
court would enforce foreign judgments that would contravene or violate Indian law. Further, any judgment or
award denominated in a foreign currency would be converted into Rupees on the date of such judgment or award
and not on the date of payment. A party seeking to enforce a foreign judgment in India is required to obtain
approval from the RBI to repatriate outside India any amount recovered, and any such amount may be subject to
income tax pursuant to execution of such a judgment in accordance with applicable laws.
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EXCHANGE RATE INFORMATION

Fluctuations in the exchange rate between the Rupees and the U.S. dollar will affect the U.S. dollar equivalent of
the Rupee price of the Equity Shares on BSE and NSE. These fluctuations will also affect the conversion into U.S.
dollar of any cash dividends paid in Rupees on the Equity Shares. The exchange rate between the Rupee and US
Dollar has been volatile over the past year.

The following table sets forth information with respect to the exchange rates between the Rupee and the U.S.
dollar (in X per US$) for, or as of, the end of the periods indicated. The exchange rates are based on the reference
rates released by the RBI and Financial Benchmarks India Private Limited (the “FBIL”), which are available on
the website of the RBI and FBIL. No representation is made that any Rupee amounts could have been, or could
be, converted into U.S. dollars at any particular rate, the rates stated below, or at all.

As on December 14, 2020, the exchange rate (FBIL reference rate) was X 73.54 to US$ 1.00.

Period (X per USD 1.00)
Period End Average* High** Low***

Year ended

2020 75.39 70.88 76.15 68.37
2019 69.17 69.89 74.39 64.93
2018 65.04 64.45 65.76 63.35
Quarter ended

September 30, 2020 73.68 74.20 75.50 7291
September 30, 2019 70.88 70.50 72.41 68.29

*Average of the official rate for each working day of the relevant period.
**Maximum of the official rate for each working day of the relevant period.
***Minimum of the official rate for each working day of the relevant period.

(Source: www.rbi.org.in (for the period prior to July 10, 2018) and www.fbil.org.in (for the period post-July 10, 2018))
Note: If the RBI reference rate is not available on a particular date due to a public holiday, exchange rates of the previous working day has
been disclosed. The reference rates are rounded off to two decimal places.

Month: (X per USD 1.00)
Month End Average* High** Low***

November, 2020 73.80 74.22 74.69 73.80
October, 2020 73.46 73.97 73.97 73.13
September, 2020 73.80 73.48 73.92 72.82
August, 2020 73.60 74.67 75.09 73.35
July, 2020 74.77 74.99 75.58 74.68
June, 2020 75.53 74.73 76.21 75.33

*Average of the official rate for each working day of the relevant period.
**Maximum of the official rate for each working day of the relevant period.
***Minimum of the official rate for each working day of the relevant period.

(Source: www.rbi.org.in)
Note: If the RBI reference rate is not available on a particular date due to a public holiday, exchange rates of the previous working day has
been disclosed. The reference rates are rounded off to two decimal places.

Although our Bank has translated selected Indian rupee amounts in this Placement Document into USD for
convenience, this does not mean that the Indian rupee amounts referred to could have been, or could be, converted
to USD at any particular rate or, the rates stated above, or at all. There are certain restrictions on the conversion
of Indian rupees into USD.
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DEFINITIONS AND ABBREVIATIONS

This Placement Document uses the definitions and abbreviations set forth below, which you should consider when
reading the information contained herein. The following list of certain capitalized terms used in this Placement
Document is intended for the convenience of the reader / prospective investor only and is not exhaustive.

Unless otherwise specified, the capitalized terms used in this Placement Document shall have the meaning as
defined hereunder. Further, any references to any statute or regulations or policies shall include amendments
thereto, from time to time.

The words and expressions used in this Placement Document but not defined herein, shall have, to the extent
applicable, the meaning ascribed to such terms under the SEBI ICDR Regulations, the SCRA, the Depositories
Act, or the rules and regulations made thereunder.

Notwithstanding the foregoing, terms used in “Selected Financial Information”, “Taxation”, “Industry Overview”,
“Legal Proceedings” and “Financial Statements” on pages 40, 292, 180, 310 and 323, respectively, shall have the
meaning given to such terms in such sections.

Bank Related Terms

Term
Our “Bank”, the “Bank”,
the “Issuer”, or “we”, “us”
or “our”

Description
Punjab National Bank, incorporated under the Indian Companies Act, 1882 (Act VI of 1882)
in 1894. Our Bank was constituted as Punjab National Bank under the Banking Companies
(Acquisition and Transfer of Undertakings) Act, 1970, as amended (“Banking Companies
Act”) on July 19, 1969 and having its corporate office at Plot No. 4, Sector 10, Dwarka, New
Delhi 110 075
The Department of Financial Services, Ministry of Finance, Government of India issued a
Gazette Notification no. CG-DL-E04032020-216535 dated March 4, 2020, approving the
scheme of amalgamation of erstwhile Oriental Bank of Commerce and erstwhile United Bank
of India into our Bank in exercise of the powers conferred by Section 9 of the Banking
Companies (Acquisition and Transfer of Undertaking) Act, 1980 (40 of 1980).
Dakshin Bihar Gramin Bank, Patna, Sarva Haryana Gramin Bank, Rohtak, Himachal Pradesh
Gramin Bank, Mandi, Punjab Gramin Bank, Kapurthala, Prathama UP Gramin Bank, Meerut,
Guwahati Gramin Vikash Bank, Assam, Bangia Gramin Vikash Bank, Murshidabad, Tripura
Gramin Bank, Agartala, Manipur Rural Bank, Imphal, PNB Housing Finance Limited, PNB
Metlife India Insurance Co. Limited, Canara HSBC OBC Life Insurance Co. Limited, India
SME Asset Reconstruction Co. Limited and JSC (Tengri Bank), Almaty Kazakhstan.
Collectively, the Fiscal 2018 Audited Financial Statements, Fiscal 2019 Audited Financial
Statements and the Fiscal 2020 Audited Financial Statements
The statutory central auditors of our Bank being, M/s MKPS & Associates, Chartered
Accountants, M/s G. S. Mathur & Co., Chartered Accountants, M/s H D S G & Associates,
Chartered Accountants, M/s MK Aggarwal & Co., Chartered Accountants and M/s A. John
Moris & Co., Chartered Accountants

Amalgamation

Associate

Audited
Statements
Auditors/Statutory Auditors

Financial

Banking Companies Act

Banking Companies (Acquisition and Transfer of Undertakings) Act, 1970

Banking Regulation Act

The Banking Regulation Act, 1949

Board or Board of Directors

Board of directors of our Bank

CFO Chief financial officer of our Bank

Directors Directors on our Board

Equity Shares Equity shares of face value X 2 each of our Bank

Financial Statements Audited Financial Statements and the Reviewed Financial Results

Fiscal 2018 Audited Audited standalone and consolidated financial statements of our Bank prepared under Indian
Financial Statements GAAP for Fiscal 2018 read along with the notes

Fiscal 2019 Audited Audited standalone and consolidated financial statements of our Bank prepared under Indian
Financial Statements GAAP for Fiscal 2019 read along with the notes

Fiscal 2020 Audited Audited standalone and consolidated financial statements of our Bank prepared under Indian
Financial Statements GAAP for Fiscal 2020 read along with the notes

Corporate Office Plot No. 4, Sector 10, Dwarka, New Delhi 110 075

Joint Venture

Everest Bank Limited, Nepal

Managing Director and

Chief Executive Officer

Managing Director and Chief Executive Officer of our Bank

Nationalized Banks Scheme

The Nationalized Banks (Management & Miscellaneous Provisions) Scheme 1970

NPS National Pension Scheme
OBUs Offshore Banking Units
PoS Point of Sale
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Term

Description

Promoter

The promoter of our Bank namely, the President of India, acting through the Ministry of
Finance, Government of India

Reviewed Financial Results

The Indian GAAP unaudited standalone and consolidated financial results (reviewed) of our
Bank for the quarter and half year ended September 30, 2020 (including the comparative
financial information with respect to the quarter and half year ended September 30, 2019 and
other financial information with respect to historical fiscal year/ periods as required under
applicable law) read along with the notes thereto

Subsidiaries

Subsidiaries of our Bank namely:

PNB Gilts Limited;

PNB Investment Services Limited*;

PNB Insurance Broking Private Limited”;

Punjab National Bank (International) Limited; United Kingdom and

5. Druk PNB Bank Limited, Bhutan.

* PNB Investment Services Limited is one of the BRLMs, and shall be involved only in the
marketing of the Issue in compliance with Regulation 21A of the SEBI Merchant Banker
Regulations and Regulation 174(2) of the SEBI ICDR Regulations.

# PNB Insurance Broking Private Limited is non-functional and the broking license has been
surrendered and steps are being initiated for its winding-up.

bl NS

Issue Related Terms

Term

Description

Allocated/Allocation

The allocation of Equity Shares, by our Bank in consultation with the Book Running Lead
Managers, following the determination of the Issue Price to successful Bidders on the basis
of the Application Form submitted by them, and in compliance with Chapter VI of the SEBI
ICDR Regulations and other applicable laws

Allotted/Allotment/Allot

Unless the context otherwise requires, Issue and allotment of Equity Shares to successful
Bidders pursuant to this Issue

Allottee

Bidders to whom the Equity Shares are Allotted pursuant to the Issue

Application Form

The form (including any revisions thereof) which will be submitted by an Eligible QIB for
registering a Bid in the Issue during the Bid/ Issue Period

Bid(s) An indication of interest of a Bidder to subscribe for the Equity Shares in the Issue as provided
in the Application Form (including all revisions and modifications thereto). The term
“Bidding” shall be construed accordingly.

Bid Amount With respect to each Bidder, the amount determined by multiplying the price per Equity Share
indicated in the Bid by the number of Equity Shares Bid for by such Bidder

Bid/Issue Closing Date December 18, 2020, the date after which our Bank (or BRLMs on behalf of our Bank) shall
cease acceptance of Application Forms and the Bid Amount.

Bid/Issue Opening Date December 15, 2020, the date on which our Bank (or the Book Running Lead Managers on
behalf of our Bank) shall commence acceptance of the Application Forms and the Bid
Amount

Bid/Issue Period Period between the Bid/Issue Opening Date and the Bid/Issue Closing Date, inclusive of both
days, during which prospective Bidders can submit their Bids including any revision and/or
modification thereof along with the Bid Amount.

Bidder Any prospective investor, being an Eligible QIB, who makes a Bid pursuant to the terms of
the Preliminary Placement Document and the Application Form

Book Running Lead The book running lead managers to the Issue, in this case being ICICI Securities Limited,

Managers/BRLMs Axis Capital Limited, Edelweiss Financial Services Limited, IIFL Securities Limited, SBI
Capital Markets Limited, YES Securities (India) Limited and PNB Investment Services
Limited

CAN/Confirmation of Note or advice or intimation to Successful Bidders confirming Allocation of Equity Shares

Allocation Notice

to such Successful Bidders after determination of the Issue Price.

Closing Date

The date on which Allotment of the Equity Shares pursuant to the Issue shall be expected to
be made, i.e., on or about December 19, 2020.

Designated Date

The date of credit of Equity Shares to the Allottees’ demat account, pursuant to the Issue, as
applicable to the relevant Allottees

Eligible FPIs

FPIs that are eligible to participate in this Issue in terms of applicable law, other than
individuals, corporate bodies and family offices

Eligible QIB(s)

A qualified institutional buyer, as defined in Regulation 2(1)(ss) of the SEBI Regulations
which (i) is not restricted from participating in the Issue under the applicable laws, and (ii) is
a resident of India or is an Eligible FPI participating through Schedule II of the FEMA Rules

Escrow Account

The non-interest bearing, no-lien, current account opened with the Escrow Agent, pursuant
to the Escrow Agreement, into which the application monies payable by Bidders towards
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Term

Description

subscription of the Equity Shares and for remitting refunds pursuant to the Issue shall be
deposited.

Escrow Agent

Punjab National Bank

Escrow Agreement

The escrow agreement dated December 15, 2020 entered into amongst our Bank, the Escrow
Agent and the Book Running Lead Managers

Floor Price

The floor price of X 37.35 per Equity Share which has been calculated in accordance with
Regulation 176 of Chapter VI of the SEBI ICDR Regulations.

Our Bank has offered a discount of 4.95% that is X 1.85 per Equity Shares on the Floor Price
in terms of Regulation 176 of the SEBI ICDR Regulations and in accordance with the
approval of the shareholders of our Bank accorded through their resolution passed on August
4, 2020.

Issue

Issue of 1,06,70,52,910 Equity Shares of face value X2 each at a price of X 35.50 per Equity
Share, including a premium of ¥33.50 per Equity Share, pursuant to this Placement Document
aggregating to approximately < 3,788.04 crore.

Issue Price

%35.50 per Equity Share

Issue Proceeds

The gross proceeds of the Issue. For details, see “Use of Proceeds”.

Mutual Fund Portion

10% of the Equity Shares proposed to be Allotted in the Issue, which is available for
Allocation to Mutual Funds

Placement Agreement

The placement agreement dated December 15, 2020 entered into amongst our Bank and the
Book Running Lead Managers

Placement Document

This placement document dated December 18, 2020 issued by our Bank in accordance with
Chapter VI of the SEBI ICDR Regulations

Preliminary Placement
Document

The preliminary placement document cum application form dated December 15, 2020 issued
in accordance with Chapter VI of the SEBI ICDR Regulations, pursuant to which a QIB
submitted a Bid in the Issue

Qualified Institutional Buyers
or QIBs

Qualified institutional buyers, as defined under Regulation 2(1)(ss) of the SEBI ICDR
Regulations

QIP

Qualified institutions placement under chapter VI of the SEBI ICDR Regulations

Refund Amount

The aggregate amount to be returned to the Bidders, who have not been Allocated Equity
Shares for all or a part of the Bid Amount submitted by such Bidder pursuant to the Issue

Refund Intimation Letter

Letters from our Bank intimating the Bidders on the amount to be refunded, if any, either in
part or whole, to their respective bank accounts.

Relevant Date

December 15, 2020, being the date of the meeting in which a committee of Directors (duly
authorised by the Board), decides to open the Issue

Stock Exchanges BSE and NSE

Successful Bidders The Bidders who have Bid at or above the Issue Price, duly paid the Bid Amount (along with
the Application Form) and who will be Allocated Equity Shares in the Issue

Working Day Any day other than second and fourth Saturday of the relevant month or a Sunday or a public

holiday or a day on which scheduled commercial banks are authorised or obligated by law to
remain closed in Mumbai, India

Conventional and General Terms/Abbreviations

Term Description
ALCO The Asset Liability Management Committee of our Bank
AGM Annual general meeting
AIF(s) Alternative investment funds, as defined and registered with SEBI under the Securities and
Exchange Board of India (Alternative Investment Funds) Regulations, 2012
AMC Asset management company
AOP Association of persons
App Mobile application
AS Accounting Standards issued by ICAI
AY Assessment year

Banking Companies Act

Banking Companies (Acquisition and Transfer of Undertakings) Act, 1970

Banking Regulation Act

The Banking Regulation Act, 1949

Banking Ombudsman Banking Ombudsman Scheme, 2006

Scheme

Basel 111 A global regulatory framework for more resilient banks and banking systems published by
the Bank for International Settlements. RBI issued guidelines on the implementation of Basel
III capital regulations in India on May 2, 2012 and revised as per notification issued by the
RBI on March 27, 2014

Billion 1,000 million

BSE BSE Limited
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Term

Description

Calendar Year

Year ending on December 31

CBI Central Bureau of Investigation

CCI Competition Commission of India

CDR Corporate debt restructuring

CDR System A joint forum of banks and financial institutions in India established in 2001 as an
institutional mechanism for corporate debt restructuring

CDSL Central Depository Services (India) Limited

CII Confederation of Indian Industry

CIN Corporate identity number

CMP Cash Management Product

Civil Code The Code of Civil Procedure, 1908

Cr.P.C. The Code of Criminal Procedure, 1973

Competition Act

The Competition Act, 2002

Consolidated FDI Policy

The Consolidated FDI Policy notified by the DPIIT under DPIIT File Number 5(2)/2020-
FDI Policy dated the October 15, 2020, effective from October 15, 2020

Depositories Act

The Depositories Act, 1996

Depository A depository registered with SEBI under the Securities and Exchange Board of India
(Depositories and Participant) Regulations, 1996

Depository Participant A depository participant as defined under the Depositories Act

DIIPT Department for Promotion of Industry and Internal Trade (Formerly known as Department
of Industrial Policy & Promotion)

EBITDA Earnings before interest, tax, depreciation and amortisation

ECB External commercial borrowing

ECS Electronic clearing service

EGM Extraordinary general meeting

Eligible FPIs FPIs that are eligible to participate in this Issue

FCNR(B) Foreign currency non-resident (bank)

FDI Foreign direct investment

FEDAI Foreign Exchange Dealers’ Association of India

FEMA The Foreign Exchange Management Act, 1999 and the regulations issued thereunder

FEMA RulessFEMA Non- The Foreign Exchange Management (Non-debt Instruments) Rules, 2019

Debt Rules

FICCI Federation of Indian Chambers of Commerce and Industry

Fiscal or Fiscal Year

Period of 12 months ended 31 March of that particular year, unless otherwise stated

FPI

Foreign portfolio investors as defined under the SEBI FPI Regulations and includes a person
who has been registered under the SEBI FPI Regulations.

FRA/IRS Forward rate agreements/interest rate swaps

FVCI Foreign venture capital investors as defined and registered with SEBI under the Securities
and Exchange Board of India (Foreign Venture Capital Investors) Regulations, 2000

GAAP Generally accepted accounting principles

GAAR General Anti-Avoidance Rules

GDP Gross domestic product

GIR General index registrar

Gol/Government Government of India, unless otherwise specified

GST Goods and services tax; a reform to Indian tax laws relating to indirect taxes on goods and
services

HNIs High net worth individuals

HR Human resources

HUF Hindu undivided family

ICA The Institute of Cost Accountants of India

ICAI The Institute of Chartered Accountants of India

ICRA ICRA Limited

IFRS International Financial Reporting Standards of the International Accounting Standards Board

IMF International Monetary Fund

IND AS Indian Accounting Standards converged with IFRS, which has been proposed for
implementation by the ICAI

Indian GAAP Generally Accepted Accounting Principles of India as applicable to banks

ISO International Standards Organisation

IT Information technology

IT Act The Income Tax Act, 1961

ITES Information technology enabled services

MAT Minimum alternate tax

MNC Multinational corporation
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Term Description
MoF Ministry
MoU Memorandum of understanding
MSEs Micro and small enterprises
NEAT National Exchange for Automated Trading
NEFT National electronic fund transfer
NGOs Non-government organizations
NPCI National Payments Corporation of India
NRE Non-resident (external)
NRI Non-resident Indian
NRO Ordinary non-resident
NSDL National Securities Depository Limited
NSE National Stock Exchange of India Limited

Nationalised Banks Scheme

The Nationalised Banks (Management and Miscellaneous Provisions) Scheme, 1970

OBC Oriental Bank of Commerce

OFAC Office of Foreign Assets Control of the U.S. Treasury Department
PAN Permanent account number

PDAI Primary Dealers Association of India

PFRDA Pension Fund Regulatory and Development Authority

PMLA The Prevention of Money Laundering Act, 2002

Prudential Framework

The Reserve Bank of India (Prudential Framework for Resolution of Stressed Assets)
Directions 2019.

Prudential Norms

Prudential norms on income recognition, asset classification and provisioning pertaining to
advances issued by the RBI on July 1, 2015

PTC Pass through certificate

RBI Reserve Bank of India

RBI Act The Reserve Bank of India Act, 1934

Recovery of Debts Act The Recovery of Debts Due To Banks and Financial Institutions Act, 1993

Regulation D Regulation D under the U.S. Securities Act

Regulation S Regulation S under the U.S. Securities Act

Rule 144A Rule 144A under the U.S. Securities Act

RFID Radio frequency identification

Rs./Rupees/INR/R Indian Rupees

RWA Risk weighted assets

SARFAESI Act The Securitisation and Reconstruction of Financial Assets and Enforcement of Security
Interest Act, 2002

SCBs Scheduled commercial banks

SCR (SECC) Rules The Securities Contracts (Regulation) (Stock Exchanges and Clearing Corporations)
Regulations, 2012

SCRA The Securities Contracts (Regulation) Act, 1956

SCRR The Securities Contracts (Regulation) Rules, 1957

SEBI The Securities and Exchange Board of India

SEBI Act The Securities and Exchange Board of India Act, 1992

SEBI FPI Regulations The Securities and Exchange Board of India (Foreign Portfolio Investors) Regulations, 2019

SEBI Insider Trading The Securities and Exchange Board of India (Prohibition of Insider Trading) Regulations,

Regulations 2015

SEBI Listing Regulations

The Securities and Exchange Board of India (Listing Obligations and Disclosure
Requirements) Regulations, 2015

SEBI ICDR Regulations

The Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements)
Regulations, 2018

SEBI Takeover Regulations

The Securities and Exchange Board of India (Substantial Acquisition of Shares and
Takeover) Regulations, 2011

SEC United States Securities and Exchange Commission

SFIO Serious Fraud Investigation Office, Ministry of Corporate Affairs, Government of India
SIDBI Small Industries Development Bank of India

STT Securities transaction tax

UBI United Bank of India

U.K. United Kingdom

U.S. GAAP Generally Accepted Accounting Principles in the United States

U.S. QIBs “Qualified Institutional Buyers” as defined in Rule 144A under the U.S. Securities Act

U.S. Securities Act

U.S. Securities Act of 1933, as amended

USA/U.S. /United States

The United States of America

USD/U.S. $ /U.S. dollar

United States Dollar, the legal currency of the United States of America
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Term Description

VCF Venture capital fund (as defined and registered with SEBI under the erstwhile Securities and
Exchange Board of India (Venture Capital Funds) Regulations, 1996) or the Securities and
Exchange Board of India (Alternative Investment Funds) Regulations, 2012, as the case may
be

WOS Wholly owned subsidiaries

WPI Wholesale price index

WTO World Trade Organisation

Industry Related Terms

Term/Abbreviation

Full Form/Description

ATMs Automated Teller Machines

BSI Banking Stability Indicator

CPI Consumer Price Index

CRR Cash Reserve Ratio

CRAR Capital to risk weighted asset ratio
DCBS Department of Cooperative Bank Supervision
FCs Financial Conglomerates

FDI Foreign Direct Investment

GDP Gross Domestic Product

GNPA Gross Non-Performing Asset

GST Goods and Service Tax

GVA Gross Value Added

HFC Housing Finance Companies

LABs Local Area Banks

LAF Liquidity Adjustment Facility

LCR Liquidity Cover Ratio

MIF Micro Finance Institutions

MSME Micro, Small and Medium Enterprises
MTM Market to Market

MSF Marginal Standing Facility

NABARD National Bank for Agriculture and Rural Development
NBFC Non Banking Financial Companies
NHB National Housing Bank

NDTL Net Demand and Time Liabilities
NPA Non-Performing Asset

NNPA Net Non-Performing Asset

NRO Non-Resident Ordinary

NSFR Net stable funding ratio

NSO National Statistical Office

MPC Monetary Policy Committee

OMO Open Market Operation

PCA Prompt corrective action

PCR Provision Coverage Ratio

PMI Purchasing managers’ Index

PSBs Public Sector Banks

PSLCs Priority Sector Lending Certificates
PVBs Private Sector Banks

Repo Rate Re-purchase option rate; the annual rate at which RBI lends to other banks in India

Reverse Repo Rate

The rate at which RBI borrows money from banks in India

RRB Regional rural bank

RTGS Real time gross settlement

SBNs Specified bank notes

SDR Strategic Debt Restructuring

SLR Statutory liquidity ratio (as per requirements of the RBI)
S4A Sustainable Structuring of Stressed Assets

SME Small and medium enterprises

SCBs Scheduled Commercial Banks

SIDBI Small Industries Development Bank of India
SFBs Small Finance Banks

SMA Special Mention Account

SPARC Supervisory Programme for Assessment of Risk

Tier I Capital

Tier I capital instruments as defined under the guidelines on capital adequacy issued by RBI
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Term/Abbreviation Full Form/Description

Tier II Capital Tier II capital instruments as defined under the guidelines on capital adequacy issued by
RBI

UAN Udyog Aadhaar Number

UCBs Urban Cooperative Banks

VaR Value-at-risk

WLA White Label ATMs

WOS Wholly Owned Subsidiary

YTM Yield to maturity
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SUMMARY OF THE ISSUE

The following is a general summary of the terms of the Issue. This summary should be read in conjunction with,
and is qualified in its entirety by, the more detailed information appearing elsewhere in this Placement Document,
including under “Risk Factors”, “Use of Proceeds”, "Issue Procedure”, "Description of the Equity Shares" and
"Placement” on pages 48, 98, 258, 289 and 271 respectively. The information contained in “Description of the
Equity Shares” shall prevail in the event of any inconsistency with the terms set out in this section.

Issuer Punjab National Bank

Issue Size 1,06,70,52,910 Equity Shares of face value X2 each at a price of ¥35.50 per Equity
Share, including a premium of ¥33.50 per Equity Share, aggregating to approximately
X 3,788.04 crore.

A minimum of 10% of the Issue Size i.e. at least 10,67,05,291 Equity Shares were
made available for Allocation to Mutual Funds only, and the balance of
96,03,47,619 Equity Shares was made available for Allocation to all Eligible
QIBs, including Mutual Funds.

Face Value 2 per Equity Share
Issue Price %35.50 per Equity Share
Floor Price The Floor Price for the Issue calculated in terms of Regulation 176 under Chapter VI

of the SEBI ICDR Regulations is % 37.35 per Equity Share with reference to
December 15, 2020 as the Relevant Date.

Our Bank has offered a discount of 4.95% that is X 1.85 per Equity Share on the Floor
Price in terms of Regulation 176(1) of the SEBI ICDR Regulations and in accordance
with the approval of the shareholders of our Bank accorded through their resolution
passed on August 4, 2020.

Date of Board resolution July9, 2020

authorizing the Issue

Date of Shareholders resolution August4, 2020

authorizing the Issue

Eligible Investors Eligible QIBs, to whom this Placement Document and the Application Form are
delivered and who are eligible to make a Bid and participate in the Issue. See “lssue
Procedure”, “Selling Restrictions” and “Transfer Restrictions” on pages 258, 273,
and 281, respectively. The list of Eligible QIBs to whom the Preliminary Placement
Document and Application Form has been delivered was determined by the Book
Running Lead Managers, in consultation with our Bank, at their sole discretion

Equity Shares subcribed, issued, 9,41,06,29,315 Equity Shares

paid-up and outstanding

immediately prior to the Issue

Equity Shares subscribed, issued, 10,47,76,82,225 Equity Shares*

paid-up and outstanding

immediately after the Issue

Dividend For more information, see “Description of the Equity Shares”, “Dividend Policy” and
“Taxation” on pages 289, 100 and 292, respectively.

Indian Taxation For more information, see “Taxation” on page 292.

Issue Procedure The Issue is being made only to Eligible QIBs in reliance upon Chapter VI of the
SEBI ICDR Regulations. For further details, see “lssue Procedure” on page 258.

Listing Our Bank has obtained in-principle approvals each dated December 15, 2020 for the

listing of the Equity Shares in terms of Regulation 28(1)(a) of the SEBI Listing
Regulations, from BSE and NSE. Our Bank shall apply to BSE and NSE for the final
listing and trading approvals, after the Allotment and after the credit of the Equity
Shares to the respective beneficiary accounts of the successful Bidders, maintained
with a Depository Participant.

Transfer Restriction The Equity Shares being Allotted pursuant to the Issue shall not be sold for a period
of one year from the date of Allotment, except on the floor of a stock exchange.

The Equity Shares are subject to certain selling and transfer restrictions. For details,
see “Selling Restrictions” and “Transfer Restrictions” on pages 273 and 281,

respectively.

Closing Date The date on which Allotment of the Equity Shares pursuant to the Issue shall be
expected to be made, i.e., on or about December 19, 2020.

Ranking The Equity Shares being issued shall rank pari passu in all respects with the existing

Equity Shares including rights in respect of dividends. The shareholders will be
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entitled to participate in dividends and other corporate benefits, if any, declared by
our Bank after the date of Allotment. Shareholders may attend and vote in
shareholders’ meetings in accordance with applicable laws. For details, see
“Description of the Equity Shares” on page 289.

Lock-up For further details, see “Placement - Lock up” on page 271 for a description of
restrictions on our Bank in relation to Equity Shares.
Use of Proceeds The gross proceeds from the Issue agreegate to approximatly X 3,788.04 crore. The

Net Proceeds of the Issue, after deduction of fees, commissions and expenses in
relation to the Issue, is approximately X 3,776.46 crore. For further details, see “Use
of Proceeds” on page 98.

Risk Factors Prior to making an investment decision, Eligible Investors should consider carefully
the matters discussed under “Risk Factors” on page 48.

Security Codes for the Equity Shares:

ISIN INE160A01022
BSE Code 532461
NSE Code PNB

* Assuming Allotment of Equity Shares to the proposed Allottees pursuant to the Issue.
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SUMMARY OF BUSINESS

Some of the information in the following discussion, including information with respect to our plans and
strategies, contain forward-looking statements that involve risks and uncertainties. You should read “Forward
Looking Statements” on page 17 for a discussion of the risks and uncertainties related to those statements. Our
actual results may differ materially from those expressed in or implied by these forward-looking statements. Also
read sections “Risk Factors” and “Management’s Discussion and Analysis of Financial Condition and Results
of Operations”, on pages 48 and 101, respectively, for a discussion of certain factors that may affect our business,
financial condition or results of operations.

Our fiscal year ends on March 31 of each year, and references to a particular fiscal year are to the twelve months
ended March 31 of that year. Unless otherwise specified or unless the context otherwise requires, financial
information herein for Fiscals 2018, 2019 and 2020 is derived from our Audited Standalone Financial Statements,
and the financial information included herein for the six months ended September 30, 2020 (including the
comparative financial information with respect to the six months ended September 30, 2019) is based on the
standalone Unaudited Reviewed Financial Results, included in this Placement Document.

Pursuant to the Gazette Notification no. CG-DL-E04032020-216535 dated March 4, 2020 issued by the
Government of India, the scheme of amalgamation between Oriental Bank of Commerce, United Bank of India,
and our Bank was approved, and Oriental Bank of Commerce and United Bank of India were amalgamated with
our Bank with effect from April 1, 2020. Accordingly, our Bank’s historical financial statements and/ or financial
results prior to this Amalgamation are not comparable to those subsequent to such Amalgamation. For further
information, see “Management’s Discussion and Analysis of Financial Condition and Results of Operations —
Presentation of Financial Information — Amalgamation of erstwhile Oriental Bank of Commerce and United Bank
of India into our Bank”, “Management’s Discussion and Analysis of Financial Condition and Results of
Operations — Principal Factors Affecting our Results of Operations and Financial Condition — Effect of
Amalgamation of erstwhile Oriental Bank of Commerce and erstwhile United Bank of India” and “Financial
Statements” on pages 101, 105 and 323, respectively. The degree to which the financial information prepared in
accordance with Indian GAAP will provide meaningful information is entirely dependent on the reader’s level of
familiarity with Indian GAAP. Any reliance by persons not familiar with Indian accounting practices on the
financial disclosures presented in this Placement Document should accordingly be limited.

Unless otherwise indicated, industry and market data used in this section has been derived from industry
publications and other publicly available information, and includes extracts from publicly available documents
from various sources, including officially prepared materials from the Government of India (the “Gol ”) and its
various ministries, the Reserve Bank of India and Ministry of Statistics and Programme Implementation, and has
not been prepared or independently verified by our Bank, the Book Running Lead Managers or any of their
affiliates or advisers.

Unless otherwise stated, references to “the Bank” or “our Bank”, are to Punjab National Bank on a standalone
basis and references to “we”, “us”, “our”, are to Punjab National Bank on a consolidated basis.

Overview

The Bank commenced operations on April 12, 1895 and is the second largest public sector bank in terms of total
business and deposits as at September 30, 2020 (Source: Based on the reviewed/ unaudited financial results for
the half year ended September 30, 2020 of the scheduled public and private sector banks in India submitted to the
Stock Exchanges).

Our principal business operations are broadly categorized into four segments: corporate/wholesale banking
segment comprises commercial banking products and transactional services, which are provided to our corporate
and institutional clients; retail banking comprises financial products provided to our retail customers; treasury
operations comprising primarily of statutory reserves management, liquidity management and other such services
and other banking operations comprising primarily of rural business and agri-business.

The range of products and services offered by the Bank includes loans and advances, deposits, foreign exchange

products, retail lending and deposits and fee and commission-based products and services. Our principal banking
operations include:
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e Retail banking: Our retail banking products include loans and deposit products targeted primarily at
individuals (salaried, self-employed professionals and other self-employed individuals) to meet their personal
financial requirements, such as housing, vehicle, education and other personal requirements.

e Corporate banking: Our corporate banking operations cater to the business needs of various companies,
institutions and other enterprises in the public and private sector. Our corporate banking loans include fund
based and non-fund based products, of which the fund based products consist of term loans as well as working
capital facilities. We also offer trade loans, bridge financing and foreign currency loans. We also provide
finance to corporates through syndication of loans.

e MSME banking: Our micro, small and medium enterprises (“MSME”) banking products include loans to
entrepreneurs engaged in manufacturing and service activities as well as working capital.

e Agricultural banking: Our agricultural banking operations cater to farmers and agriculture based
entrepreneurs through various short, medium and/or long term loan products.

The Bank is also present, through its Subsidiaries, Joint Venture and Associates, in diverse segments of the Indian
financial sector, including housing finance, life insurance, corporate advisory, merchant banking and trustee
services. The Bank contributed 97.56% of our total consolidated assets as at March 31, 2020.

The Bank has a presence throughout India with a total of 10,930 branches, of which 61.15% are located within
rural and semi-urban areas in India, 13,878 ATMs, 12,756 banking correspondents, as at September 30, 2020. The
Bank also has overseas presence in Hong Kong, Dubai, Bhutan, United Kingdom, Nepal, Bangladesh and
Myanmar through its branches, representative offices, Subsidiaries, Joint Venture and Associates outside India.
The Government of India (“Gol”) owned 85.59% of the Bank’s share capital as at September 30, 2020.

The Bank’s branch network is further complemented by its online and mobile banking solutions that enables it to
provide its customers with access to on-demand banking services. We are focused on continuing investment in
our technology platforms and systems. Our direct banking platforms enable us to connect with our customers
through alternate channels by improving customer retention and supporting the increase in volume of customer
transactions.

As at September 30, 2020, the Bank had gross deposits, gross advances and a total asset base of X 1,069,747.07
crore, 3716,924.28 crore and X1,227,125.70 crore, respectively. As at September 30, 2020, the Bank’s market
share of aggregate domestic deposits was 7.05%, and its market share of aggregate domestic non-food credit was
6.52%. (Source: RBI data.) In addition, the Bank’s retail term deposits (up to X 2 crore) accounted for 46.40% of
the Bank’s total deposits.

The Bank also has a large stable percentage of relatively low-cost CASA deposits within its deposit mix. As at
March 31, 2018, 2019 and 2020 and as at September 30, 2020, the Bank’s CASA was 3263,247.31 crores,
%285,040.47 crores, 3302,474.57 crores and 3459,477.20 crores, respectively. As at March 31, 2018, 2019 and
2020 and as at September 30, 2020, the Banks domestic CASA was % 262,996.26 crore, X 284,815.10 crore,
302,374.57 crore and X 459,393.12 crore, respectively, while the Bank’s ratio of domestic CASA deposits to its
total domestic deposits as at March 31, 2018, 2019, 2020 and as at September 30, 2020 was 43.80%, 43.51%,
44.05%and 44.10%, respectively.

Under the Priority Sector Guidelines, under the applicable the RBI circular for priority sector lending targets and
classification (the “Priority Sector Circular”), which sets out that 40% of the adjusted net bank credit (“ANBC”)
should be provided to the priority sector (“Priority Sector Credit”), with 18% and 10% of such Priority Sector
Credit provided to the agriculture sector and the weaker sections (as identified in the Priority Sector Circular),
respectively. Further, RBI’s Master Directions dated September 4, 2020 on ‘Priority Sector Lending — Targets
and Classification’ provides that the target for domestic commercial banks for advances to weaker sections will
be revised upwards in a phased manner from 10% for Fiscal 2021 to 11% for Fiscal 2022, 11.5% for Fiscal 2023
and 12% for Fiscal 2024. We have, achieved the goals set for priority sector lending for Fiscal 2018 and Fiscal
2019 but missed achieving in Fiscal 2020 marginally. We have achieved the goal for the six months ended
September 30, 2020.

For further information, see “Regulations and Policies—Priority sector lending” on page 252.
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The table below sets forth summaries of certain of the Bank’s key operating and financial performance parameters,
as at and for the periods indicated below.

As at and for the years ended March 31, As at and for the six months
ended September 30,
2018 | 2019 | 2020 2019 | 2020*
Rcrore)

Average interest-earning

assets) 691,648.40 710,651.20 756,524.34 739,594.84 1,170,304.17
Net interest income 14,922.40 17,156.31 17,437.79 8,405.20 15,141.63
Average total assets!) 767,061.87 796,177.63 856,438.58 829,141.61 1,324,278.34
Average yield) 6.94% 7.22% 7.11% 7.13% 7.10%
Average cost of funds® 4.31% 4.29% 4.25% 4.34% 3.99%
Spread® 1.95% 2.15% 2.04% 2.03% 2.29%
Net interest margin® 2.16% 2.41% 2.30% 2.27% 2.85%
Return on average equity*® (43.86)% (43.54)% 1.15% 9.93% 3.72%
Return on average assets® (1.60)% (1.25)% 0.04% 0.37% 0.14%
Tier I capital adequacy ratio 7.12% 7.49% 11.90% 12.18% 10.33%
Tier II capital adequacy ratio 2.08% 2.24% 2.24% 1.89% 2.51%
Total capital adequacy ratio 9.20% 9.73% 14.14% 14.07% 12.84%
Net NPAs? 48,684.29 30,037.66 27,218.90 32,658.68 30,919.84
Net NPAs ratio® 11.24% 6.56% 5.78% 7.65% 4.75%
Credit to deposit ratio®® 73.38% 74.88% 73.44% 68.14% 67.02%
Cost to income ratio!?) 56.75% 47.03% 44.82% 44.74% 48.62%
Interest coverage ratio(!) 64.61% 72.48% 102.60% 110.22% 105.48%
Provisioning coverage ratio 58.42% 74.50% 77.79% 73.58% 83.00%
(including technical write-

0ﬁ)(12)

CASA ratio!® 43.80% 43.51% 44.05% 43.51% 44.10%
Gross total advances 471,296.60 506,194.30 516,928.83 474,085.26 716,924.28
Gross Deposits 642,226.19 676,030.14 703,846.32 695,782.08 1069,747.07

*The erstwhile OBC and UBI were amalgamated into our Bank with effect from April 1, 2020. As a result, the financial results

for the six months ended September 30, 2020 includes operations of erstwhile OBC and UBI. Accordingly, the financial results

for the six months ended September 30, 2020 are not comparable with our financial statements/ financial results for periods

prior to the Amalgamation.

Notes:

(1) Average balances are daily averages for deposits/ advances/investments and all others are based on monthly averages
as reported to the RBI.

(2) Cost of funds is interest expense divided by total monthly average assets.

(3) Spread is net interest income divided by monthly average assets

(4) Netinterest margin is the difference of interest earned and interest expended divided by the total average interest-earning
assets, where advances, investment and money at call and short notice are based on daily averages and others are based
on monthly averages.

(5) Return on average equity is the ratio of the net profit after tax to the quarterly average tangible net worth (capital plus
reserves excluding revaluation reserves, DTA and other deduction).

(6) Return on average assets is the ratio of the net profit after tax to the monthly average assets

(7) Net NPAs reflect the Bank’s gross NPAs less provisions for NPAs.

(8) Net NPAs ratio is the ratio of net NPAs divided by net advances.

(9) Credit to deposit ratio is calculated as a ratio of total gross advances to total deposits.

(10) Cost to income ratio is calculated as a ratio of operating expenses divided by total operating income (total of net interest
income and non-interest income).

(11) Interest coverage ratio is calculated as net profit and depreciation on the Bank’s property, divided by interest expended.

(12) PCR (including technical write-off) comprises provisions plus technical write off as percentage to Gross NPA plus
technical write off.

(13) Ratio of domestic current account deposits and savings account deposits to domestic deposits (including inter-bank
deposits).

Recent Developments
Amalgamation of erstwhile Oriental Bank of Commerce and United Bank of India
The Department of Financial Services, Ministry of Finance, Government of India issued a Gazette Notification

no. CG-DL-E04032020-216535 dated March 4, 2020, approving the scheme of amalgamation of erstwhile
Oriental Bank of Commerce and United Bank of India into our Bank (“Amalgamation”) in exercise of the powers
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conferred by Section 9 of the Banking Companies (Acquisition and Transfer of Undertaking) Act, 1980 (40 of
1980) and Section 9 of the Banking Companies (Acquisition and Transfer of Undertakings) Act, 1970 (5 of 1970).
The Amalgamation came into effect from April 1, 2020.

The Amalgamation has resulted in expansion of our Bank’s distribution network in a number of additional
geographic regions in India and in particular, in eastern and south India, which has enabled our Bank to strengthen
customer relationships and grow its customer base in these regions. In order to realize the synergy benefits of the
Amalgamation, we have completed the transfer and promotion of all employees, aligned all departments with the
head office, and amalgamated the circle offices.

As part of the integration process, the Bank has formed committees for the smooth implementation of
amalgamation and joint decision making. From a customer orientation perspective, change in interest rates and
service charges as approved by all three banks were communicated before the effective date of the amalgamation.
A ‘Bank-Sathi’ has been nominated for each branch, circle and zone to provide real-time assistance to customers.
In addition, customer care was made operational with modified IVR to provide quick resolution of queries and to
provide clarifications. The Central Grievance Redressal Management System was upgraded to handle complaints.
The Bank has also implemented a number of initiatives internally that involved the reorganization or forming of
new administrative offices and creation of new verticals to streamline processes and bring specialization to ensure
focus on identified growth levers. Town hall meetings have been conducted across India and led by senior officials
from all three banks to address concerns of employees and customers.

On the technology front, the websites and mobile applications of all three banks were harmonized with a common
landing page. The Bank implemented Finacle Mobile Teller to undertake transactions across all three banks. A
number of interoperable services were operationalized. These intend to act as a bridge until the integration of core
banking solution is completed. The Bank has also initiated harmonization of NEFT/RTGS/IMPS and UPI cooling
off period.

Common NPA identification and requisite provisions for additional NPA accounts on account of the
Amalgamation has been done. The treasury of all three banks has been integrated including the migration of the
software application of domestic treasury and the entire processes has been harmonized.

Key synergies include divesture of premises — identification of immovable properties to be sold, cost savings from
rationalization of branches, ATMs, trade finance centers, revenue from fee based income expected to be enhanced
and savings on account of vendor cost optimization.

Competitive Strengths
Strong Industry Presence

With over 125 years of banking services, we believe that we are one of the well-recognized public sector bank
brands in India. Through our expansive operations across India, we have over the years provided a banking
platform that has aided in the growth of financial and commercial activity across India, enabling us to strengthen
our brand, reputation and goodwill.

We have capitalized on our strong brand by establishing an extensive branch network throughout India serving a
broad range of customers in rural, urban and semi-urban regions. As at September 30, 2020, the Bank had 10,930
domestic branches, 13,878 ATMs and over 18 crore customers. Of our 10,930 branches as at September 30, 2020,
approximately 61.15% were located in rural and semi-urban areas. The Bank’s branch network is further
complemented by its digital strategy, including online and mobile banking solutions, to provide its customers with
access to on-demand banking services, which we believe allows us to develop strong and loyal relationships with
our customers.

As a result of our brand recognition and widespread presence across India, we believe that we rank favorably
among public sector banks in India. We have an established market presence in several business segments in
which we operate. We provide agricultural, MSME and retail loans in India. The Bank’s gross deposits aggregated
to 2642,226.19 crore, 3676,030.14 crore and 3703,846.32 crore as at March 31, 2018, 2019 and 2020, respectively,
growing at a CAGR of 4.69% from March 31, 2018 to March 31, 2020 and was %1,069,747.07 crore as at
September 30, 2020. The Bank’s gross total advances aggregated to I471,296.60 crore, 3506,194.30 crore and
3516,928.83 crore as at March 31, 2018, 2019 and 2020, respectively, growing at a CAGR of 4.73% from March
31,2018 to March 31, 2020 and was X716,924.28 crore as at September 30, 2020.
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Additionally, we have also adopted alternate channels to increase our presence across India in a cost-effective
manner, by engaging banking correspondents in rural and semi-urban areas. As at March 31, 2018, the Bank had
engaged an aggregate of 8,161 banking correspondents, which increased to 12,756 business correspondents as at
September 30, 2020. As at September 30, 2020, out of an aggregate of 12,756 banking correspondents engaged,
11,375 business correspondents were located in rural and semi-urban areas.

We believe that our operational performance reflects our industry position. The Bank’s domestic NIM was 2.42%,
2.59%, 2.40% and 2.96% in Fiscal 2018, 2019 and 2020, and during the six months ended September 30, 2020,
respectively. During Fiscal 2018, 2019 and 2020, and the six months ended September 30, 2020, the Bank’s return
on average equity (tangible net worth) was (43.86)%, (43.54)%, 1.15% and 3.72%, respectively, the return on
average assets was (1.60)%, (1.25)%, 0.04% and 0.14%, respectively, and the cost to income ratio was 56.75%,
47.03%, 44.82% and 48.62%, respectively.

In addition, our Promoter and majority shareholder, the Gol, held 85.59% of our paid-up and issued share capital
as at September 30, 2020. We believe that our relationship with the Gol enhances our brand value and goodwill.

Strength of portfolio, with a focus on balance, quality and profit
Well balanced offerings

Our expansive network enables us to provide banking services to a large, diverse and growing customer base,
including large industries, corporates and state-owned enterprises, as well as commercial, agricultural, industrial
and retail customers. We offer a range of banking products and services and we are also a participant bank for
direct benefit transfer (“DBT”) transactions, a Gol program to effect direct transfers of subsidies targeted at
women, children and social welfare. Our comprehensive product and service offering includes short-term and
long-term deposits, secured and unsecured loans, internet banking, mobile banking, agricultural and micro-finance
banking products as well as project finance loans. We are also present through our Subsidiaries, Joint Venture and
Associates in diverse segments of the Indian financial sector, including asset and funds management, housing
finance, life and medi-claim insurance, corporate advisory, merchant banking and trustee services. The Bank has
increased its focus on branch activation, new business premium and renewal persistency for insurance and mutual
fund business. The Bank also offers customized medi-claim policies of three general insurance companies
(Oriental Insurance Company Ltd., Bajaj Allianz General Insurance Company Ltd, and Cholamandalam MS
General Insurance Company Ltd.) and two standalone health insurance companies (Care Health Insurance
Company Ltd. and Star Health & Allied Insurance Company Ltd.), each of which offers a customized health
insurance policy exclusively for our account holders and employees, which are sold through our branches across
India, with premiums which we consider comparable with other health insurance providers. We believe we are
able to address the entire range of our customers’ banking and financial product and service requirements through
our diverse product and service portfolio.

Our diversified product and service offerings enable us to have a diverse customer base. For instance, as at
September 30, 2020, approximately 97.27% of the Bank’s gross advances, aggregating to 3697,342.06 crore were
provided domestically. Out of the Bank’s total loan portfolio of gross domestic advances, as at September 30,
2020, approximately 46.01%, aggregating to 3320,833.86 crore were to corporate and others, 17.49% aggregating
to 2122,002.74 crore were to MSMEs, 18.67% aggregating to X130,155.45 crore were to retail and 17.83%
aggregating to 3124,350.01 crore were to the agriculture and allied services.

Portfolio Quality

We also believe that our diversified portfolio of loans limits our exposure to NPAs. As at September 30, 2020,
the infrastructure sector accounted for approximately 9.60% of the Bank’s global advances and 14.44% of the
Bank’s gross NPAs, the metal sector accounted for approximately 4.54% of the Bank’s global advances and
10.16% of the Bank’s gross NPAs, textiles accounted for 1.78% of the Bank’s global advances and 2.94% of the
Bank’s gross NPAs, food processing accounted for 1.41% of the Bank’s global advances and 2.68% of the Bank’s
gross NPAs, chemicals accounted for 1.38% of the Bank’s global advances and 1.22% of the Bank’s gross NPAs.
As at September 30, 2020, the Bank’s provision coverage ratio (including technical written-off accounts) stood at
86.42%, 75.33%, 89.33%, 88.83% and 87.13% for the metal, infrastructure, food processing, textile and chemical
sectors, respectively, and as at that date, the Bank’s overall provision coverage ratio was 83.00%.
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Our gross NPAs were 18.38% of total advances as at March 31, 2018, 15.50% as at March 31, 2019, 14.21% as
at March 31, 2020, and 13.43% as at September 30, 2020, and our net NPA was 11.24%, 6.56%, 5.78% as at
March 31, 2018, 2019 and 2020, and 4.75% as at September 30, 2020. We believe that our NPAs have reduced
since Fiscal 2018 as a result of the steps taken by us to diversify and improve the quality of our loan portfolio. We
have also implemented certain initiatives to control slippages, as a result of which our fresh slippages have
decreased to 34,384.10 crore during the six month period ended September 30, 2020 from X12,889.25 crore during
the six month period ended September 30, 2019.

Also see “Selected Statistical Information—Non-Performing Assets ”, “Risk Factors—We are exposed to various
categories of borrowers, depositors and industry sectors, and a default by any large borrower, premature
withdrawal of deposits or a deterioration in the performance of any of these industry sectors in which we have
significant exposure would adversely affect our results of operations, the quality of our portfolio and financial
condition” and “Risk Factors—If we are not able to control or reduce the level of non-performing assets in our
portfolio or any increase in our NPA portfolio, RBI mandated provisioning requirements could adversely affect
our business, financial conditions and results of operations”, on pages 166, 55 and 52, respectively.

Investments in Subsidiaries and Associates

As at March 31, 2020, we had five Subsidiaries, one Joint Venture and eight Associates (including five Regional
Rural Banks), which in the aggregate contributed X102.26 crore to our consolidated profit/(loss) during Fiscal
2020, representing 23.32% of our consolidated profit/(loss) during that period. While the Bank made a profit of
%336.19 crore on a standalone basis, which resulted in our profit of ¥438.45 crore on a consolidated basis. Of our
foreign subsidiaries, Punjab National Bank (International) Limited provides banking solutions in the United
Kingdom through seven branches and as at September 30, 2020, had assets aggregating 26,637.24 crores. Druk
PNB Bank Limited was the first bank in Bhutan with foreign direct investment and conducts its banking operations
through eight branches and 30 ATMs in Bhutan.

PNBHFL, one of our Associates, is a housing finance company with operations across India. As at September 30,
2020, PNBHFL had total assets of ¥77,084.80 crores and our share of its profits during the six month period ended
September 30, 2020 were X164.55 crores. PNB Metlife Insurance Company Limited is a provider of domestic life
insurance and as of September 30, 2020 has insured over 0.71 crore persons and has a presence in over 109
locations across India. Our share of its profits during the six-month period ended September 30, 2020 was X8.49
crores. PNB Gilts Limited is a primary dealer in the primary and secondary market for government securities. As
at September 30, 2020, it had total assets of ¥15,411.89 crores and our share of its profits during the six month
period ended September 30, 2020 was 3234.29 crores.

Canara HSBC Oriental Bank of Commerce Life Insurance Company Limited, a joint venture between Canara
Bank (51%), HSBC Insurance (Asia Pacific) Holdings Limited (26%) and the Bank (23%) also offers various
products across individual and group space comprising various kinds of life insurance policies and retirement
solutions, among others. As at September 30, 2020, Canara HSBC Oriental Bank of Commerce Life Insurance
Company Limited had insured over 0.51 crore persons and has a presence in over 50 locations across India.

Strong retail presence, with a focus on financial inclusion

Retail credit has been a principal focus area for the Bank. The Bank’s retail advances, which comprise housing
loans, vehicle loans, education loans, personal loans, mortgages and gold loans (“Retail Advances”) increased
by 55.92% from %83,479.42 crore as at March 31, 2020 to X130,155.45 crore as at September 30, 2020. As at
September 30, 2020, our Retail Advances segment comprised primarily of secured loans with housing loans,
vehicle loans, education loans and other loans contributing to the 64.48%, 6.84%, 5.99% and 22.68% of the Retail
Advances portfolio, respectively. Within the Bank’s Retail Advances segment, the Bank’s housing, vehicle and
education loans experienced a growth of 63.70%, 62.50% and 33.52% respectively, from March 31, 2020 to
September 30, 2020.

Further, we have also launched a scheme, PNB Pride, to provide housing and vehicle loans to government
employees at a concessional interest rate and we have entered into a memorandum of understanding with a state
government for providing retail loans to its employees. Key initiatives undertaken by the Bank to diversify asset
portfolio include revival of cluster-based approach for lending, credit offered based on data analytics undertaken,
enter into strategic partnerships for channel financing, OEMs for commercial vehicle and construction equipment
loans and fintech companies for micro loan financing using their end-to-end digital solutions. We believe this will
also help us establish our presence in underpenetrated areas. The Bank is also co-originating loans with NBFCs.
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In September 2020, the Bank launched PNB Festival Bonanza Offer2020 to accelerate growth of retail loans and
offer full waiver of upfront or processing fee and documentation charges under housing car and property loans.
The Bank has also launched dedicated campaigns including ‘Each One Lead One’ and ‘Car Login Day’ to increase
retail loan growth.

We have large customer deposits. The Bank’s customer gross deposits aggregated to 3642,226.19 crore,
676,030.14 crore, X703,846.32 crore, and %1,069,747.07 crore as at March 31, 2018, 2019, 2020 and as at
September 30, 2020, respectively. As at September 25, 2020, the Bank’s market share of aggregate domestic
deposits was 7.05%, and its market share of aggregate domestic non-food credit was 6.52%. (Source: RBI data.)
We also have a large, stable percentage of relatively low-cost CASA deposits within our deposit mix. The Bank’s
ratio of domestic CASA deposits to its total domestic deposits was 43.80%, 43.51%, 44.05% and 44.10%, as at
March 31, 2018, 2019, 2020 and as at September 30, 2020, respectively. Our savings deposits have also been
growing over the years and grew from 3222,873.11 crore as at March 31, 2018 to 2256,760.12 crore as at March
31, 2020 and were 3392,884.38 crore as at September 30, 2020. Our funding requirements are met through
deposits and borrowings and a substantial share is derived from the low-cost demand and savings deposits from
customers. Deposits constituted 84.73% of our total liabilities as at March 31, 2020 and contributed 94.53% to
our average cost of funds during Fiscal 2020.

Initiatives undertaken by us to grow our deposit base include online opening of savings account and account
opening at door step of customers through tablet banking and the Bank is in the process of launching online
opening of savings account through video KYC. The Bank is in the process of launching new savings and current
account products of different variants for different customer segments. Through the use of data analytics, the Bank
has segmented customer profiles for cross selling different products such as mutual fund, life insurance and health
insurance products. The Bank has also begun opening demat account online through digital modes. To focus HNI
and NRI customers, dedicated officials have been deployed at all Customer Acquisition Centres (“CACs”) for
cross-selling and up selling the bouquet of financial products offered by the Bank. As at September 30, 2020. The
Bank has functionalized 57 CACs and 21 government business verticals to specifically targeting bulk business
from institutions, corporates and government bodies.

We have also undertaken certain steps towards meeting our financial inclusion goals. During Fiscal 2020, we
deployed RuPay Card enabled micro ATMs, which are hand-held devices, in order to make ATMs viable at rural
or semi-urban centres at certain of the locations where the Bank is located.

Under the Priority Sector Guidelines, 40.00% of the ANBC should be provided to the priority sector, with 18%
and 10% of such priority sector credit provided to the agriculture sector and weaker sections (as identified in the
Priority Sector Guidelines), respectively and 5% of ANBC should be given to women beneficiaries women
beneficiaries, among other. We have, achieved the goals set for priority sector lending for Fiscal 2018 and Fiscal
2019 but missed achieving in Fiscal 2020 marginally. We have achieved the goal for the six months ended
September 30, 2020.

Set out below are details of our financial inclusion targets.

Parameter National Goals (based on | Achieved Outstanding Balance as at
Priority Sector Circular) September 30, 2020*

(X crore)

Priority Sector

Priority Sector (% of | 40 41.33 276,633.34

ANBC)

Total agriculture advances | 18 18.15 121,435.84

(% of ANBC)

Small and marginal farmers | 8 8.58 57,420.00

(% of ANBC)

Other national goals

Micro enterprises accounts | NA NA NA

(year on year growth) (%)

Credit to micro enterprises | 7.50 8.31 55,612.06

(% of ANBC)

*The erstwhile OBC and UBI were amalgamated into our Bank with effect from April 1, 2020. As a result, the financial results
for the six months ended September 30, 2020 includes operations of erstwhile OBC and UBI. Accordingly, the financial results
for the six months ended September 30, 2020 are not comparable with our financial statements/ financial results for periods
prior to the Amalgamation.
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As at March 31, 2018, 2019 and 2020, we had achieved the targets set out for us by the RBI for lending to the
priority sector, amounting to 40.94%, 41.89% and 39.47% of our ANBC, respectively. The Gol launched the
Pradhan Mantri Jan-Dhan Yojana (“PMJDY?”) in Fiscal 2015 to ensure access to financial services to a large
segment of the country with a view to promote financial inclusion. Pursuant to the scheme, as at September 30,
2020, the Bank had approximately 390.24 crore PMJDY accounts with an average balance of approximately
%3,706.13 per account.

Experienced leadership team

Our leadership team, including our Board of Directors, consists of professionals with experience in the banking
and finance industries. Our executive directors and senior management have served in national banks and in the
financial services sector at various levels. Our Board is supported by a team of senior management professionals.
The experience and expertise of our Board and senior management team across a variety of disciplines and
industries assists us in understanding the preferences of our customers and adapt our business and operations
accordingly.

We believe that our leadership team’s comprehensive industry experience and expertise has contributed to the
development of our brand over the years. We believe that having a management team with such breadth and depth
of experience is well suited to leverage the competitive strengths that we have developed across our large, diverse
and growing network and that our management team has created a clear, strategic direction for us which will allow
us to expand and maintain its position as a leading public sector bank in India.

Strategies
Continued focus on improving operating performance

We continue to enhance our productivity by creating an organizational culture of cost control and operational
efficiencies. In order to achieve this, we aim to optimize our allocation and utilization of resources, and effectively
balance human resources, processes and technology. We also intend to continue to focus on improving efficiency
levels of the Bank measured through its cost-to-income ratio, which was 56.75%, 47.03%, 44.82%and 48.62%,
in Fiscal 2018, 2019, 2020 and in the six months ended September 30, 2020, respectively.

We believe we have optimized the utilization of resources by adopting alternate channels to increase our presence
across India, in a cost-effective manner, by engaging banking correspondents. As at March 31, 2018, we had
engaged an aggregate of 8,161 banking correspondents, which increased to 12,756 as at September 30, 2020. By
engaging banking correspondents, we have decreased costs on human resources and capital expenditure on
establishing brick and mortar branches.

Further, we focus on increased operational efficiencies by further optimizing our operating platform through
technology enhancement and process streamlining, in order to achieve a more efficient operating model and to
support new business models and distribution channels. We also have established single service window
mechanisms through our retail asset processing centres, which provide for faster turn-around time, thereby
increasing our operational efficiencies. Additionally, we continue to focus on increasing customer usage of the
Bank’s internet banking platform in order to effect a significant reduction in its transaction costs.

For further details on the digital initiatives undertaken by us, see “—Focus on digitization and technology” on
page 37. Also see “Risk Factors— Significant security breaches of our computer systems and network and network
infrastructure could adversely impact our business.” on page 82.

In order to achieve increased customer usage, we conduct technology learning programs every month at certain
branches to engage with our customers and to encourage increased usage of the Bank’s internet banking services,
ATMs, cash deposit machines, mobile banking applications and debit cards, in addition to providing guidance on
secure usage of these channels.

Further, we assimilate and intend to continue assimilating relevant customer information at our branches and
ATMs in order to assess the suitability of the branch or ATM location and accordingly monitor our cost
efficiencies. For instance, we are in the process of merging or closing certain of our branches and ATMs which
are not presently being utilized at optimal capacity, in order to decrease our operating costs. We also have
undertaken certain initiatives to centralize our operations. For instance, we are in the process of centralizing and
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digitizing our filings for tax deducted at source from depositors, vendors, employees and pensioners, which we
believe will decrease our operating costs.

Focus on portfolio quality

Though a reduction in impaired assets and an improvement of the quality of our assets through recovery and due
diligence measures have been our key focus area in the recent past, we intend to continue to focus on reducing
our impaired assets with the objective of reducing our NPA levels, while improving the quality of our assets. The
Bank’s gross NPAs, as a percentage of gross advances, were 14.21% and 13.43% as at March 31, 2020 and
September 30, 2020, respectively, compared with 15.50% and 16.76% as at March 31, 2019 and September 30,
2019, respectively. As at September 30, 2020, large industry, MSME and retail comprised 46.01%, 17.49% and
18.67% of the Bank’s gross domestic advances, respectively

The Bank’s average ticket size of advances to retail, agriculture, MSME and corporate and other loans was
2694,453.68, 3246,902.53, 3628,902.16 and 331,164,046.62, respectively. We have diversified our gross
domestic advances, such that as at September 30, 2020, the Bank’s advances to corporate and others, MSME and
retail were %3320,833.86 crore, 3122,002.74 crore and %130,155.45 crore as compared to 3256,274.42 crore,
%70,284.15 crore and X83,479.42 crore, respectively, as at September 30, 2019, demonstrating a yearly growth of
25.19%, 73.58% and 65.53% respectively.

The Bank has initiated a comprehensive transformational exercise “Mission Parivartan” on June 1, 2017. Each
alphabet of the word ‘Parivartan’ is a guidepost to reorient the Bank towards more profitability, productivity and
efficiency. Various initiatives are being initiated under Mission Parivartan to redefine/ revisit the processes and
products of the Bank.

Focus on digitization and technology

We believe that the increased usage of internet by consumers and access to data networks in India has led to the
need for a comprehensive digital strategy by banks and financial institutions to proactively develop new methods
of reaching customers. We intend to leverage our digital channels to source business, and in particular, grow our
CASA and advances. We will also leverage our advanced technology infrastructure to further improve client and
transaction management and achieve enhanced efficiency and productivity levels. We currently provide a range
of options for customers to access their accounts, including internet banking and mobile banking, which as at
September 30, 2020, facilitated 3.34 crore and 5.89 crore transactions, respectively, at the Bank. Our customers
can also access their bank accounts through mobile applications based on a Unified Payment Interface (“UP17)
developed by the National Payments Corporation of India called “Bharat Interface for Money” (“BHIM”). As at
September 30, 2020, we had approximately 1.37 crore of our accounts registered with BHIM and had installed
199,165 Bharat/BHIM QR Code.

We intend to focus on harnessing the power of data to drive decision making and operational excellence while
providing personalized experience to each customer. The endeavour will be to migrate customers to digital
channels and move transactions away from branches to contactless banking modes. The Bank has a large database
and is using advanced enterprise data warchouse technology to enable data mining. A ‘Centre of Excellence’ has
been set up to focus on emerging technologies like machine learning and artificial intelligence and is working
across the Bank to identify and realize new cross-sell opportunities. The Bank was awarded the ‘Runner Up’ at
the IBA Awards for “Best Use of Data Analytics for Business Outcome” in Large Bank Category for Fiscal 2020.

The Bank has launched the ‘Digital Apnayen’ campaign to encourage customers to increasingly use its digital
assets. Since its launch on August 15,2020, more than 0.19 crore customers have been onboarded by the Bank on
its digital platforms. The Bank has also launched a digital customer assistant, ‘PIHU’.

We believe additional investment in our technology infrastructure and in-house analytics to further develop our
digital strategy will allow us to cross-sell a wider range of products available on our digital platform in response
to our customers’ needs and thereby expand our relationships across a range of customer segments. As our
customers can interact with us more frequently than previously and easily access their accounts wherever and
whenever they desire, we believe that a comprehensive digital strategy will provide opportunities for development
of long-term customer relationships.

We plan to focus on operational and cost efficiencies, expansion of service delivery models and increasing
penetration among existing and new customer segments. We have migrated branches to our core banking
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application platform and expanded our ATM and internet banking networks, providing a comprehensive suite of
mobile banking, debit and prepaid card services, and payment systems. We have undertaken certain initiatives
during Fiscal 2018 such as the introduction of a pilot scheme PNB E-Rupaya pursuant to which we introduced
pre-paid cards which may be used for digital transactions in rural areas with limited internet connectivity. Based
on the success of the pilot scheme, we have identified villages in two districts for testing under RBI Sandbox
Testing. We continue to focus on increased operational efficiencies by further optimizing our operating platform
through technology enhancement and process streamlining, in order to achieve a more efficient operating model
and to support new business models and distribution channels.

Also see “Risk Factors—Our failure to adapt to technological advancements that can potentially disrupt the
banking industry could affect the performance and features of our products and services and reduce our
attractiveness to customers.” and “Risk Factors—Significant security breaches of our computer systems and
network infrastructure could adversely impact our business.” on pages 73 and 82, respectively.

Focus on capital optimization and explore sale of non-core assets

We have implemented a risk management architecture with focus on maximizing our business operations that, we
believe, will in turn maximize our profits or return on average equity. In order to enable a more efficient, equitable
and prudent allocation of resources, we endeavour to benchmark our operations on globally accepted risk
management systems and conform to the Basel III framework, particularly in relation to capital adequacy. The
Bank’s capital adequacy ratio as at March 31, 2018, 2019, 2020 and as at September 30, 2020, in accordance with
Basel III norms, was at 9.20%, 9.73%, 14.14% and 12.84%, respectively.

To counter the impact of the NPAs on our financial position, we are following a multi-pronged approach including
creation of a robust follow-up and recovery mechanism that is monitored from our head office and creation of
specialized NPA recovery branches to take control over high value NPAs from our other branches.

Further, we aim to reduce our dependence on high cost deposits and have already managed to reduce this to 3.02%
of our total deposits during Fiscal 2020 from 3.81% during Fiscal 2018. This, we believe, will help in reducing
our cost of funds. This dependence was further reduced to 1.11% during the six months ended September 30,
2020. Additionally, we are also in the process of rationalizing our branch structure and reallocating resources to
increase efficiencies and further aim to improve productivity by creating a culture of cost control and operational
efficiency internally by striking an effective balance between people, processes and technology through the
optimal allocation and utilization of resources.

We will focus on improving our capital adequacy ratios and focus on capital optimization. In order to enhance our
capital base, in addition to this Issue, we intend to undertake the sale of non-core assets and investments as well
as our shareholding in certain of our Subsidiaries and Associates. We have undertaken and are in the process of
monetizing certain of our non-core assets through sale of our stake in various entities.

See “Risk Factors— We are subject to capital adequacy norms and are required to maintain a CRAR at the
minimum level required by RBI for domestic banks. Any inability to maintain adequate capital due to change in
regulations or lack of access to capital or otherwise could materially and adversely affect our results of operations
and financial condition” on page 65.

Focus on profitable growth in the priority segment

We believe that our priority sectors, such as agriculture and MSME industries, offer large and potentially
profitable growth opportunities. As at September 30, 2020, 61.15% of the Bank’s branches were located in rural
and semi-urban centers. We intend to maintain and enhance our position in agricultural lending and further
strengthen our ties with the agricultural community and related agri-based industry participants.

We have a nationwide presence in, and extend finance to, the MSME industry. The Bank intends to further expand
its MSME sector banking activities, which is in the process of getting further integrated into the formal Indian

economic and banking system after the recent implementation of the GST regime.

As part of the Bank’s strategy to focus its priority sector banking business, the Bank has undertaken the following
initiatives, among others:
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e  Under the PNB Gram Uday Scheme, loans of up to ¥1,00,000 are provided for reclamation of soil, soil
conservation measures, conditioning of land, purchase of seeds, bio-fertilizers, manure, compost and other
materials for organic farming, to farmers who hold a soil health card,

e Under a scheme for financing landless agriculture labourers on unregistered leased land, loans of up to
100,000 are provided to undertake agricultural activity for financing unregistered leased land; and

e Under a scheme for women joint liability groups, we provide collateral free term loans or working capital
facilities up to ¥1,000,000.

We also endeavor to improve certain schemes for the priority sector which we have set up in the past. For instance,
during Fiscal 2020, we enhanced the limit for working capital to MSEs that are exempted from GST registration.
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SELECTED FINANCIAL INFORMATION OF OUR BANK

The following selected financial data as of and for the six months ended September 30, 2020 and for the Fiscal
Years ended March 31, 2020, March 31, 2019 and March 31, 2018 have been derived from our Financial
Statements included in this Placement Document. The financial data set forth below should be read in conjunction
with “Management’s Discussion and Analysis of Financial Condition and Results of Operations” on page 101
and “Financial Statements” on page 323, including the schedules and notes thereto, included elsewhere in this
Placement Document. Our Financial Statements were prepared in accordance with Indian GAAP and provisions
of Banking Regulation Act, read with relevant guidelines and directions issued by RBI. The historical results do
not necessarily indicate results expected for any future period. Indian GAAP differs in certain material respects
from US GAAP and IFRS. Neither the information set forth below nor the format in which it is presented should
be viewed as comparable to information prepared in accordance with IFRS or other accounting principles.

Consolidated Summary Balance Sheet

(R in crore)

Particulars As on March 31, As on March 31, As on March 31,
2020 2019 2018
CAPITAL & LIABILITIES
Capital 1,347.51 920.81 552.11
Reserves & Surplus 62,528.85 44.276.70 41,933.03
Minority Interest 360.69 320.62 799.42
Deposits 7,10,254.37 6,81,874.18 6,48,439.01
Borrowings 62,512.41 46,827.97 65,329.66
Other Liabilities & Provisions 14,453.42 15,045.51 21,941.68
Total 8,51,457.25 7,89,265.79 7,78,994.91
ASSETS
Cash & Balances with Reserve Bank of India 38,603.79 32,338.32 29,028.91
E:tl;llces with Banks and Money at call and short 39.151.96 44.957.65 68.459.24
Investments 2,53,782.47 2,09723.00 2,05,910.18
Loans and Advances 4.76,853.34 4,62,416.23 4.38,798.00
Fixed Assets 7,261.98 6,247.58 6,374.31
Other Assets 35,803.71 33,583.01 30,424.27
Total 8,51,457.25 7,89,265.79 7,78,994.91
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Consolidated Summary Profit and Loss Account

(R in crore)

Year ended March 31

Particulars 2020 2019 2018
l. Income
Interest earned 54,918.47 52,147.14 48,724.85
Other Income 9,387.66 7,367.38 8,883.34
Total 64,306.13 59,514.52 57,608.19
11. Expenditure
Interest expended 36,997.47 34,655.66 33,530.39
Operating Expenses 12,150.50 11,689.26 13,642.59
Provisions & Contingencies 14,794.82 23,196.01 23,019.55
Total 63,942.79 69,540.93 70,192.53
I11. Consolidated Profit/(loss) for the year
attributable to the group 363.34 -10,026.41 -12,584.34
Share of earnings in Associates (net) 121.59 476.39 473.07
Less: Minority Interest 46.48 20.09 18.79
Net Profit for the year 438.45 -9,570.11 -12,130.06
Profit/(Loss) brought forward -8,488.92 206.00 1,093.65
Total -8,050.47 -9,364.11 -11,036.41
IV. Appropriations
Transfer to
Statutory Reserves 139.74 29.49 20.64
Capital Reserves-Others 203.63 86.13 1,028.24
Spl. Reserve u/s 36(1)(viii) of IT Act 0.00 0.00 0.27
Investment Fluctuation Reserve 48.52 0.00 0.00
Exchange Fluctuation Reserve 0.00 0.35 0.00
Revenue Reserves -105.35 -134.31 -13,307.75
Staff Welfare Fund 0.00 0.00 0.00
Proposed Equity Dividend 32.07 30.01 61.97
Proposed Preference Dividend 0.00 0.00 0.00
Dividend Distribution Tax 0.00 0.00 0.00
Balance carried over to consolidated Balance
Sheet -8,369.08 -9,375.78 1,160.23
Total Appropriations -8,050.47 -9,364.11 -11,036.41
Earnings per Share in X (Basic & diluted) 0.80 -29.68 -54.71
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Consolidated Cash Flow Statement of the Bank for the years ended March 31, 2020, 2019 and 2018 are

presented in the table below:

(R in crore)

Particulars Fiscal 2020 | Fiscal 2019 Fiscal 2018
(Audited)
Net cash from/ (used in) operating activities -12,743.53 -34,157.97 -140.21
Net cash from/ (used in)investing activities -987.10 224.78 -1,103.18
Net cash from/ (used in)financing activities 14,190.41 13,741.01 7,352.44
Net change in cash and cash equivalents 459.78 -20,192.18 6,109.05

Notes:

1. Direct taxes paid (net of refund) are treated as arising from operating activities and are not bifurcated

between investing and financing activities.

2. All figures in minus represents "Cash Out Flow”

Standalone Summary Balance Sheet

(% in crore)

Particulars Ason March | Ason March | Ason March
31, 2020 31, 2019 31, 2018

LIABILITIES
Capital 1,347.51 920.81 552.11
Reserves and Surplus 61,009.97 43,866.32 40,522.19
Deposits 7,03,846.32 6,76,030.14 6,42,226.19
Borrowings 50,225.43 39,325.91 60,850.75
Other Liabilities & Provisions 14,236.68 14,806.28 21,678.86
TOTAL 8,30,665.91 7,74,949.46 7,65,830.10
ASSETS
Cash & Balances with RBI 38,397.85 32,129.13 28,789.03
Balances with Banks and Money at Call and Short Notice 37,595.18 43,158.91 66,672.97
Investments 2,40,465.64 2,02,128.22 2,00,305.98
Loans and Advances 4.71,827.72 4,58,249.20 4,33,734.72
Fixed Assets 7,239.07 6,224.85 6,349.33
Other Assets 35,140.45 33,059.15 29,978.07
TOTAL 8,30,665.91 7,74,949.46 7,65,830.10

Standalone Summary Profit and Loss Account

(% in crore)

Year ended on March 31

Particulars 2020 2019 2018
1. INCOME
Interest earned 53,800.03 51,310.25 47,995.77
Other Income 9,274.13 7,377.41 8,880.87
TOTAL 63,074.16 58,687.66 56,876.64
11. EXPENDITURE
Interest expended 36,362.24 34,153.94 33,073.36
Operating expenses 11,973.37 11,538.48 13,509.08
Provisions & Contingencies 14,402.36 22,970.73 22,577.02
TOTAL 62,737.97 68,663.15 69,159.46
111.PROFIT/LOSS
Net Profit/Loss(-) for the year 336.19 -9,975.49 -12,282.82
Profit/Loss(-) Brought forward
TOTAL
1V. APPROPRIATIONS
Transfer to :
Statutory Reserves 84.05 0.00 0.00
Capital Reserves 203.62 86.12 1,024.93
Special Reserves u/s 36(1)(viii) 0.00 0.00 0.00
Revenue Reserves 0.00 -134.31 -13,307.75
Investment Fluctuation Reserve 48.52 0.00 0.00
Staff Welfare Fund 0.00 0.00 0.00
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Year ended on March 31
Particulars 2020 2019 2018
Equity Dividend 0.00 0.00 0.00
Dividend Distribution Tax 0.00 0.00 0.00
Bal. carried over to Balance Sheet /Others 0.00 -9,927.30 0.00
TOTAL 336.19 -9,975.49 -12,282.82
Earnings Per Share in ¥(basic & diluted) 0.62 -30.94 -55.39

Standalone Cash Flow Statement of the Bank for the years ended March 31, 2020, 2019 and 2018 are presented
in the table below:
(R in crore)

Particulars Fiscal 2020 | Fiscal 2019 | Fiscal 2018
(Audited)
Net cash from/ (used in) operating activities -11,336.23 -31,344.38 1,011.69
Net cash from/ (used in)investing activities -1,515.85 -260.37 -1,288.01
Net cash from/ (used in)financing activities 13,557.07 11,430.79 7,406.68
Net change in cash and cash equivalents 704.99 -20,173.96 7,130.36

Notes:
1. Direct taxes paid (net of refund) are treated as arising from operating activities and are not bifurcated
between investing and financing activities.
2. All figures in minus represents "Cash Out Flow”
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Reviewed Financial Results for the six months ended September 30, 2020

Standalone Balance Sheet

(% in crore)

As on As on
Particulars September 30, September 30,
2020 2019
(Reviewed) (Reviewed)

LIABILITIES

Capital 1,882.13 920.81
Reserves and Surplus 85,074.96 47,060.00
Share Application Money pending allotment 0.00 16,091.00
Deposits 10,69,747.07 6,95,782.08
Borrowings 45,731.17 32,561.71
Other Liabilities & Provisions 24,690.37 13,836.83
TOTAL 12,27,125.70 8,06,252.43
ASSETS

Cash & Balances with RBI 68,592.81 37,858.17
Balances with Banks and Money at Call and Short Notice 35,204.57 58,238.25
Investments 3,91,754.24 2,39,131.74
Loans and Advances 6,52,662.69 4.27,902.89
Fixed Assets 10,852.85 7,352.79
Other Assets 68,058.54 35,768.59
TOTAL 12,27,125.70 8,06,252.43
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Standalone Profit and Loss Account

(R in crore)

For the six For the six
month ended month ended
Particulars September 30, September 30,
2020 2019
(Reviewed) (Reviewed)
1. INCOME
Interest earned 41,550.75 26,378.36
Other Income 6,180.61 4,339.99
TOTAL 47,731.36 30,718.35
11. EXPENDITURE
Interest expended 26,409.12 17,973.16
Operating expenses 10,367.28 5,701.82
Provisions & Contingencies 10,025.70 5,517.69
TOTAL 46,802.10 29,192.67
111.PROFIT/LOSS
Net Profit/Loss (-) for the year 929.26 1,525.68
Earnings Per Share in % (basic & diluted) 0.99 3.31

Standalone Cash Flow Statement

(R in crore)

Particulars As on September | As on September

30, 2020 30, 2019

(Reviewed) (Reviewed)

Net cash from/ (used in) operating activities (723.88) 7,437.49
Net cash from/ (used in) investing activities (342.04) (34.85)
Net cash from/ (used in) financing activities (840.54) 13,405.75
Cash and Cash equivalent received on account of amalgamation 29,710.82 0.00
Net change in cash and cash equivalents 27,804.36 20,808.39
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Reviewed Financial Results for the six months ended September 30, 2020

Consolidated Balance Sheet

(% in crore)

As on As on
Particulars September 30, September 30,
2020 2019
(Reviewed) (Reviewed)

LIABILITIES

Capital 1,882.13 920.81
Reserves and Surplus 86,467.35 47,218.27
Share Application Money pending allotment 0.00 16,091.00
Minority Interest 430.26 333.49
Deposits 10,76,501.37 7,01,426.90
Borrowings 59,614.51 43,820.09
Other Liabilities & Provisions 25,267.18 14,064.97
TOTAL 12,50,162.80 8,23,875.53
ASSETS

Cash & Balances with RBI 68,954.76 38,052.14
Balances with Banks and Money at Call and Short Notice 36,474.80 59,164.19
Investments 4.07,127.49 2,50,210.30
Loans and Advances 6,57,882.55 4,32,685.28
Fixed Assets 10,878.95 7,375.24
Other Assets 68,844.25 36,388.38
TOTAL 12,50,162.80 8,23,875.53
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Consolidated Profit and Loss Account

(R in crore)

For the six For the six
month ended month ended
Particulars September 30, September 30,
2020 2019
(Reviewed) (Reviewed)
1. INCOME
Interest earned 42.136.54 26,877.53
Other Income 6,435.31 4,393.16
TOTAL 48,571.85 31,270.69
11. EXPENDITURE
Interest expended 26,694 .45 18,270.19
Operating expenses 10,471.29 5,777.83
Provisions & Contingencies 10,386.26 5,760.41
TOTAL 47,552.00 29,808.43
111.PROFIT/LOSS
111. Consolidated Profit/(loss) for the period attributable to the group 1,019.85 1,462.26
Share of earnings in Associates (net) 179.16 194.57
Less: Minority Interest 85.14 12.93
Net Profit for the period 1,113.87 1,643.90
Earnings per Share in ¥ (Basic & diluted) 1.18 3.57

Consolidated Cash Flow Statement

(< in crore)

Particulars As on September | As on September

30, 2020 30, 2019

(Reviewed) (Reviewed)

Net cash from/ (used in) operating activities -988.78 6,422.74
Net cash from/ (used in) investing activities -274.43 438.54
Net cash fronV/ (used in) financing activities -773.80 13,059.08
Cash and Cash equivalent received on account of amalgamation 29,710.82 0.00
Net change in cash and cash equivalents 27,673.81 19,920.36

47




RISK FACTORS

This Placement Document contains certain forward-looking statements that involve risks and uncertainties. Our
financial performance may differ from such forward-looking statements as a result of certain factors, including
the considerations described below and elsewhere in this Placement Document. Prospective investors should
carefully consider the following risk factors as well as other information included in this Placement Document
prior to making any investment decision. If any of the risks described below, or other risks that are not currently
known or are currently deemed immaterial actually occur, our business prospects, results of operations and
financial condition could be adversely affected, the trading price of the Equity Shares could decline, and
investors may lose all or part of the value of their investment.

The financial and other related implications of the risk factors, wherever quantifiable, have been disclosed in
the risk factors mentioned below. However, there are certain risk factors where the financial impact is not
quantifiable and, therefore, cannot be disclosed in such risk factors. In order to obtain a complete understanding
of our business, you should read this section in conjunction with the sections “Industry Overview”, “Our
Business”, “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and
“Selected Statistical Information” on pages 180, 198, 101, and 138, respectively, as well as other financial
information contained in this Placement Document. You should consult your tax, financial and legal advisors
about the particular consequences to you of an investment in this Issue.

Our fiscal year ends on March 31 of each year, and references to a particular fiscal year are to the twelve months
ended March 31 of that year. Unless otherwise specified or as the context requires, financial information herein
for Fiscals 2018, 2019 and 2020 is derived from our Audited Standalone Financial Statements, and the financial
information included herein for the six months ended September 30, 2020 (including the comparative financial
information with respect to the six months ended September 30, 2019) is based on the standalone Unaudited
Reviewed Financial Results, included in this Placement Document. Pursuant to the Gazette Notification no. CG-
DL-E04032020-216535 dated March 4, 2020 issued by the Government of India, the scheme of amalgamation
between Oriental Bank of Commerce (“OBC "), United Bank of India (“UBI ), and our Bank was approved and
OBC and UBI were amalgamated with our Bank with effect from April 1, 2020. Accordingly, our Bank’s historical
financial statements and/ or financial results prior to this amalgamation are not comparable to those subsequent
to such amalgamation. For further information, see “Management’s Discussion and Analysis of Financial
Condition and Results of Operations — Presentation of Financial Information — Amalgamation of OBC and UBI”
and “Management’s Discussion and Analysis of Financial Condition and Results of Operations — Principal
Factors Affecting our Results of Operations and Financial Condition — Effect of Amalgamation of OBC and UBI”
and “Financial Statements” on pages 101, 105 and 323, respectively.

Unless otherwise stated, references to “the Bank” or “our Bank”, are to Punjab National Bank on a standalone
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basis and references to “we”, “us”, “our”, are to Punjab National Bank on a consolidated basis.
RISKS RELATING TO OUR BUSINESS

1. We may not be able to predict the impact of the COVID-19 pandemic on our Bank’s business, cash flows,
results of the operations and financial condition.

The COVID-19 pandemic has impacted, and will likely continue to impact most countries, including India, and
has resulted in substantial volatility in global financial markets, increased unemployment and operational
challenges, such as the temporary closures of businesses, sheltering-in-place directives and increased remote work
protocols, which have significantly slowed down economic activity. The Gol initiated a nation-wide lockdown
from March 25, 2020 for three weeks which was subsequently extended to May 31, 2020. While India has
commenced gradual easing of lockdown measures, the trajectory of the eventual outcome remains uncertain and
contingent on the future path of the viral outbreak and the effectiveness of measures to counter it. The COVID-
19 pandemic has resulted in economic challenges driven by labour shortage, logistics disruptions and reduced
demand. As a result, many industries have been exposed to disruptions in carrying out business operations,
resulting in loss of business and reduction in cash flows, which has created stress in different sectors of the
economy.

The extent to which the COVID-19 pandemic outbreak impacts our business, cash flows, results of operations
and financial condition will depend on future developments, including the timeliness and effectiveness of actions
taken or not taken to contain and mitigate the effects of the COVID-19 pandemic both in India and internationally
by governments, central banks, healthcare providers, health system participants, other businesses and individuals,
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which are highly uncertain and cannot be predicted. There is currently substantial medical uncertainty regarding
the COVID-19 pandemic and no government-certified treatment or vaccine is available. A rapid increase in severe
cases and deaths where measures taken by governments fail or are lifted prematurely, may cause unprecedented
economic disruption in India and in the rest of the world. The scope, duration and frequency of such measures
and the adverse effects of the COVID-19 pandemic remain uncertain and are likely to be severe.

The impact of the pandemic on our business, operations and future financial performance include, but are not
limited to the following:

e delays and defaults associated with collection of payments from customers, due to economic slowdown
caused by the COVID-19 pandemic, which may adversely affect our Bank’s cash flows. This may be further
aggravated with difficulty in accessing sources of financing as a consequence of volatility in domestic and
international markets and/or a global recession;

e increase in NPA levels in the future due to possible deterioration in the credit quality of customers, who are
impacted due to the economic downturn caused by the COVID-19 pandemic related measures such as closure
of non-essential services. In the event our borrowers’ enterprises have been unable to withstand the economic
pressures caused by the COVID-19 pandemic, we may experience higher NPAs than anticipated driven by
deterioration in asset quality due to our borrower’s reduced ability to make timely repayments. Our NPA
levels may continue to increase even once lockdown and associated restrictions are entirely lifted.

As a result, we may be required to recognize higher loan loss provisions in future periods, on account of the
uncertainty in the external environment due to the COVID-19 pandemic, which may adversely impact our
asset quality and profitability in future periods.

e adverse impacts to interest income, EPS and growth rates — particularly if operating expenses do not decrease
at the same pace as revenue declines. Many of our expenses are less variable in nature and may not correlate
to changes in revenues, such as depreciation, employee benefit expenses and other costs associated with
operating and maintaining our branches. As such, we may not be able to decrease them significantly in the
short-term, or we may choose not to significantly reduce them in an effort to remain focused on long-term
growth and investment opportunities.

e Dborrowers in certain sectors such as travel, airlines, hospitality, real estate, logistics, transportation and
entertainment or borrowers that have high fixed costs or high leverage, leading to restructuring of their loans
and additional stress;

e large scale furloughs, or terminations of employees or reductions in salaries may lead to defaults by the
Bank’s retail borrowers;

e restrictions placed by the Government have been changing based on the dynamic situation and it is not clear
when a return to office locations with full workforce or travel will be permitted or what restrictions will be in
place in those environments. The extent and/ or duration of ongoing workforce restrictions and limitations
could impact our ability to successfully introduce and grow our new products and services, comply with
various reporting requirements to the regulators in a timely manner, among others. Further, governmental
lockdowns, restrictions or new regulations could significantly impact the ability of our service providers to
work productively. The rapid shift in the working environment creates inherent productivity, connectivity,
and oversight challenges;

e the spread of the COVID-19 amongst the Bank’s employees, or any quarantine or lockdown measures
affecting the Bank’s employees or branches, may reduce the Bank employees’ ability to carry out their work
as usual. In the event a member or members of the Bank’s management team contracts COVID-19, it may
potentially affect the operations of the Bank;

e the Bank’s stress testing, changes in loan disbursement, and other measures to address the effects of the
COVID-19 pandemic may fail;

e an overall deterioration in the economy may also lead to a reduction in the value of collateral provided for
our Bank’s loans, leading to higher than anticipated losses on default. Further, as the Bank’s unsecured loan
portfolio is not supported by any collateral, in the event of non-payment by borrowers under these loans, our
Bank may be unable to collect the unpaid balance.

e our Bank believes that during periods of uncertainty, people generally tend to avoid higher risk assets and
shift to safer ones such as bank deposits. Further, the Bank believes that depositors also shift to larger banks
that are considered safer, better capitalized and better able to withstand economic shock. This tends to result
in a tightening of liquidity in smaller Indian banks during periods of uncertainty. The RBI has undertaken
measures to support liquidity (such as the reduction of the repo rate, cash reserve ratio and liquidity ratio).
There is no guarantee that the Bank and the Indian banking industry in general, notwithstanding measures
taken by the RBI, will be able to maintain sufficient liquidity given the uncertain scope and duration of the
COVID-19 outbreak. The banking system presently has significant excess liquidity which is placed with the
RBI through the reverse repo window. Any decision by the RBI to either reduce the reverse repo rates further
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or curtail reverse repo amounts can cause a loss of return to banks.

e Reduction in policy rates may be passed on to customers, however, there may not be a corresponding
reduction in borrowing costs in-line with the reduction in policy rates.

e In certain cases, teams of cash replenishment agencies and engineers got infected. This led to delays in cash
loading and resolutions of down calls at certain ATMs. Further, developmental activities in internet banking,
mobile banking, UPI and attending to calls/issues were affected due to the unavailability of vendors onsite.
Additionally, ATMs located at metro stations were impacted due to the nationwide lockdown.

In addition, the RBI has issued guidelines on March 27, 2020, April 17, 2020 and May 23, 2020 in an effort to
contain the impact of the COVID-19 pandemic on the financial services sector (“RBI COVID Guidelines”).
Under these guidelines, all term loans are eligible for moratoriums on instalments and working capital facilities
on interest due during a period of three months, i.e., from March 1, 2020 to May 31, 2020. This was subsequently
extended by another period of three months, i.e., until August 31, 2020 by the RBI, contingent on the lending
institutions believing that the same is necessitated on account of the economic fallout from COVID-19. Such
moratorium period shall be excluded by the lending institutions (including SFBs) for calculating the number of
days past-due for the purpose of asset classification under the income recognition and asset classification norms
prescribed by the RBI, in respect of all accounts classified as standard as on February 29, 2020.

In line with the RBI COVID Guidelines, we have provided a moratorium to eligible borrowers, even if overdue,
as on February 29, 2020, on the payment of all principal amounts and/ or interest, as applicable, falling due
between March 1, 2020 to August 31, 2020, resulting in a decline in our collections during such period.
Additionally, the matter of declaring accounts as NPAs if such accounts were not declared as NPAs till August
31,2020, has been kept on hold by the Supreme Court of India vide its orders dated September 3, 2020, September
10, 2020 and September 28, 2020 until further orders. Further, the Supreme Court has directed certain financial
institutions, including public sector banks, to make ex gratia payment of difference between compound interest
and simple interest, for the period from March 1, 2020 to August 31, 2020, for certain categories of borrowers
and subject to certain conditions, in accordance with a scheme issued by the Department of Financial Services,
Ministry of Finance, Government of India. As a result, our Bank has paid an ex-gratia amount of X 118.78 crore
to certain account holders as of September 30, 2020, to be reimbursed by the Government of India. Further, in the
event our borrowers’ enterprises have been unable to withstand the economic pressures caused by the COVID-19
pandemic, we may experience higher NPAs than anticipated driven by deterioration in asset quality due to our
borrower’s reduced ability to make timely repayments. However, the full impact of the pandemic on our asset
quality may be realized only once the relevant asset classification periods have lapsed. For further information
relating to the moratorium option exercised by our customers as of March 31, 2020 and as of September 30, 2020,
see “Our Business — Recent Development — Impact of COVID — 19 — Collection Efficiencies and Moratorium
Information” on page 198.

The RBI COVID Guidelines also require us to make provisions of up to 10% on loans that were overdue but
standard as of February 29, 2020, and to borrowers that were provided certain asset classification benefits. In
order to address the impact of the COVID-19 pandemic on our Bank’s business and in line with the RBI guidelines
on COVID-19 regulatory package, the Bank made COVID-19 related provisions amounting to ¥ 415.41 crore and
% 579.90 crore in Fiscal 2020 and in the six months ended September 30, 2020, respectively. Among other
changes/ impact, this provision impacted the net profit of the Bank which was % 336.19 crore in Fiscal 2020. Net
profit of the Bank in the six months ended September 30, 2020 was X 929.26 crore. In view of the evolving
COVID-19 situation, there is no assurance that the provisions created by the Bank will be sufficient and our Bank
may be required to make additional provisions in the future. Further, any unexpected or onerous requirements or
regulations resulting from the pandemic or any changes in laws, or the promulgation of new laws, rules and
regulations relating to our operations as a response to the pandemic may have a material adverse effect on our
business, financial condition and results of operations.

Any resulting adverse financial impact due to the above cannot be reasonably estimated at this time. In addition,
we cannot predict the impact that the COVID-19 pandemic will have on our customers, vendors and other business
partners, and each of their financial conditions; however, any material effect on these parties could adversely
impact us. As a result of these uncertainties, the impact may vary significantly from that estimated by our
management from time to time, and any action to contain or mitigate such impact, whether government-mandated
or opted by us, may not have the anticipated effect or may fail to achieve its intended purpose altogether. Existing
insurance coverage may not provide protection for all costs that may arise from all such possible events. Further,
we generate a significant amount of our revenue in India. As India is a developing country with limited medical
resources and certain places with dense populations, the effects of COVID-19 in India may be of a greater
magnitude, scope and duration than those experienced to date in other countries.

50



As of the date of this Placement Document, there is significant uncertainty relating to the severity of long-term
adverse impact of the ongoing COVID-19 pandemic on the global economy, global financial markets, the Indian
economy and the Indian banking industry, and we are unable to accurately predict the long-term impact of the
COVID-19 pandemic on our business. To the extent that the COVID-19 pandemic adversely affects our business
and operations, it may also have the effect of heightening many of the other risks described in this section.

2. Weakness or failures of our internal control system may cause significant operational errors, which may
in turn materially and adversely affect our business.

Banks and financial institutions are generally exposed to many types of operational risks, including the risk of
fraud or other misconduct by employees or outsiders, unauthorized transactions by employees and third parties
(including violation of regulations for prevention of corrupt practices, and other regulations governing our
business activities), or operational errors, including clerical or record keeping errors or errors resulting from faulty
computer or telecommunications systems. Given the high volume of transactions that we handle on a day to day
basis, certain errors may be repeated or compounded before they are discovered and successfully rectified. In
addition, our dependence upon automated systems to record and process transactions may further increase the risk
that technical system flaws or employee tampering or manipulation of those systems will result in losses that are
difficult to detect.

During the quarter ended March 31, 2018, a fraud was detected at our Brady House, Mumbai branch involving
certain accounts under gems and jewelry sector where through apparent connivance between the borrower entities
and few employees of the Bank, some Letters of Undertaking (LOUs)/ Foreign Letter of Credit (FLCs) were
issued fraudulently and in an unauthorized manner to certain overseas branches of Indian banks through the misuse
of SWIFT system of the Bank which was then not integrated with our core banking system. The liabilities on
account of these LOUs/ FLCs which became due as of March 31, 2018, amounted to % 6,586.11 crore, and as a
matter of prudence our Bank created additional liability in its books in respect of LOUs/ FLCs becoming due after
March 31, 2018, of an amount of X 6,959.79 crores, after including outstanding facilities to the above entities, the
amount of liability was X 14,356.84 crore, i.e. approximately USD 1.9 billion. We were required to make
provisions towards this liability, which subsequently resulted in a loss of ¥ 12,282.82 crore in Fiscal 2018, and X
9,975.49 crore in Fiscal 2019. For further information, see “Legal Proceedings”, “Financial Statements” and
“Management’s Discussions and Analysis on Financial Condition and Results of Operations — Auditor
Observations and Matters of Emphasis” on pages 310, 323 and 101, respectively. The fraudulent transactions
were not detected by the Bank’s concurrent internal audit that reflected a failure to comply with internal
controls. The incident also resulted in rating agencies putting our Bank’s ratings at the time under review. Moody’s
Investors Service put our Bank’s then local and foreign currency deposit rating of Baa3/P-3 and foreign currency
issuer rating Baa3 under review for a downgrade. Fitch Ratings downgraded our Bank’s then Viability Rating of
'bb' to ‘bb-’ following the disclosure of the fraud. The fraud led to a systemic review of the Indian banking system
and put additional stress on the banking sector that has been affected by increasing NPAs. Such instances of fraud
also result in public mistrust of the banking system.

Further, the RBI, on November 30, 2018, filed a criminal complaint under section 200 of the Code of Criminal
Procedure, 1973 read with section 47 of the Banking Regulation Act, “Criminal Complaint”), before the Court
of Metropolitan Magistrate, Patiala House Courts, New Delhi (“Metropolitan Magistrate”), seeking prosecution
against our Bank including our Bank’s directors and certain other employees, under section 46 of the Banking
Regulation Act read with section 120B of the Indian Penal Code, 1860. The complaint made by the RBI was
regarding the detailed inspection conducted by the RBI during the period between February 8, 2016 to February
12, 2016, in respect of the system and procedures of information technology aspects (“IT”) being followed in our
Bank including IT operations, information security, IS/IT audit function and extent of IT risk assessment. The
inspection was carried out pursuant to RBI’s order dated January 29, 2016. In the complaint, the RBI alleged that
our Bank and other accused persons wilfully made false and misleading statements and furnished false information
regarding the implementation of core banking software (“CBS”) and integration of the SWIFT system with CBS.
The RBI, in its IT examination reports dated June 6, 2016 and progress report dated June 27, 2017, indicated
failure of our Bank in integrating SWIFT system with CBS and introducing Straight Through Processing (“STP”)
interface between SWIFT messages and the CBS. Further the RBI alleged that CBS was not integrated with many
critical applications and there was no online integration of SWIFT with CBS. The matter is presently pending
before the Metropolitan Magistrate. Moreover, our Bank has also filed a petition under Section 482 of the Code
of Criminal Procedure 1973, before the Delhi High Court, for quashing of the Criminal Complaint, wherein a stay
was granted by the Delhi High Court.
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Our management information systems and internal control procedures that are designed to monitor our operations
and overall compliance may not identify every instance of non-compliance or every suspicious transaction. If
internal control weaknesses are identified, our actions may not be sufficient to fully correct such internal control
weakness. In Fiscal 2020 and in the six months ended September 30, 2020, the number of frauds detected were
398 and 409, having an aggregate pecuniary implication of ¥ 15,547.25 crore and X 7,309.82 crore, respectively.
We also outsource certain functions to other agencies, such as data entry, cash management and ATM
management. We are also, as a result, exposed to the risk that such external agencies may be unable to fulfil their
contractual obligations to us (or will be subject to the same risk of fraud or operational errors by their respective
employees as we are), and to the risk that our (or such agencies) business continuity and data security systems
prove not to be sufficiently adequate. We also face the risk that the design of our controls and procedures may
prove inadequate, or are circumvented, thereby causing delays in detection or errors in information. While we
periodically test and update, as necessary, our internal control systems, we are exposed to operational risks arising
from the potential inadequacy or failure of internal processes or systems, and our actions may not be sufficient to
guarantee effective internal controls in all circumstances.

Our risk management techniques may not be fully effective in mitigating our risk exposure in all market
environments or against all types of risks, including risks that are unidentified or unanticipated. Some methods of
managing risk are based upon observed historical market behavior. As a result, these methods may not predict
future risk exposures, which could be greater than the historical measures indicated. Other risk management
methods depend upon an evaluation of information regarding markets, clients or other matters. This information
may not in all cases be accurate, complete, up to date or properly evaluated. Management of operational, legal or
regulatory risk requires, among other things, policies and procedures to properly record and verify a large number
of transactions and events. Our policies and procedures to address such issues may not be fully effective which
could adversely affect our business or result in losses.

3. If we are not able to control or reduce the level of non-performing assets in our portfolio or any increase
in our NPA portfolio, RBI mandated provisioning requirements could adversely affect our business,
financial conditions and results of operations.

As of March 31, 2018, March 31, 2019 and March 31, 2020, the Bank’s gross NPAs were X 86,620.05 crore, X
78,472.70 crore and X 73,478.76 crore, representing 18.38%, 15.50%, and 14.21%, of its gross advances,
respectively while the Bank’s net NPAs were X 48,684.29 crore, X 30,037.66 crore and X 27,218.90 crore,
representing 11.24%, 6.56%, and 5.78%, of its net advances as of such dates, respectively. As a result of the
Amalgamation, as of September 30, 2020 the Bank’s gross NPAs was % 96,313.94 crore representing 13.43% of
gross advances as of such date, while, the Bank’s net NPAs was % 30,919.84 crore representing 4.75%, of its net
advances as of such date. Our NPAs may increase in the future, due to several factors, including macroeconomic
conditions, increased competition, adverse effect on the business and results of operations of our borrowers, a
rise in unemployment, a sharp and sustained rise in interest rate, slow industrial and business growth, high levels
of debt involved in financing of projects, and significant borrowings by companies in India at relatively high
interest rates, and any such significant increase in NPAs may have a material adverse effect on our financial
condition and results of operations.

Historically, we have had and will continue to have significant exposure to sectors such as infrastructure, basic
metal, textile, gems and jewellery, and food processing. Any financial difficulties experienced by any of these
particular sectors of the Indian economy or by our customers, could significantly increase our NPA levels and
materially and adversely affect our business, future financial performance and the trading price of the Equity
Shares. For further information on our exposure to these sectors, see “Selected Statistical Information” on page
138. Further, we may witness a significant increase in our NPA levels due to possible deterioration in the credit
quality of our customers who were impacted due to the economic downturn caused by COVID-19 related
measures such as closure of non-essential services. In the event our borrowers’ enterprises are unable to withstand
the economic pressures caused by the COVID-19 pandemic, we may experience higher NPAs than anticipated
driven by deterioration in asset quality due to our borrower’s reduced ability to make timely repayments. Our
NPA levels may therefore continue to increase even once associated restrictions have been lifted, and once the
asset classification periods have subsequently lapsed.

Additionally, if the systems and process established by the Bank to identify NPAs fail or are unable to identify
the NPAs correctly and in a timely manner, the Bank’s financial position could be adversely affected. The Bank
has, in the past, experienced certain deficiencies in its NPA identification and monitoring systems and processes.,
and there can be no assurance that our systems and processes will always function appropriately or correctly in
order to identify NPAs in a timely manner or at all, or that similar deficiencies will not arise in the future.
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Provisions for NPAs are created by a charge to our profit and loss account and are currently subject to minimum
provisioning requirements, linked to ageing of NPAs. In addition to the relevant regulatory minimum
provisioning, we also consider our internal estimate for loan losses and risks inherent in the credit portfolio when
deciding on the appropriate level of provisions. The determination of a suitable level of loan losses and provisions
involves a degree of subjectivity and requires that we make estimates of current credit risks and future trends, all
of which may be subject to material changes. Any incorrect estimation of risk may result in our provisions not
being adequate to cover any further increase in the amount of NPAs or any further deterioration in our NPA
portfolio. For instance, there have been certain divergences in the Bank’s classification of assets and provisions
for NPAs as of March 31, 2018 and 2019, as a result of non-identification of certain accounts, and incorrect
classification of certain types of loans and risk-weighted assets. For further information, see “Financial
Statements” and “Management’s Discussion and Analysis on Financial Condition and Results of Operations —
Divergence in Asset Classification and Provisioning” beginning on pages 323 and 130, respectively. There can
be no assurance that the NPAs reported by the Bank in the future will be as assessed by the regulatory authority,
and that the Bank will not be subject to increased provisioning requirements. Any future increases in provisions
mandated by the RBI or other regulatory changes or increase in provisioning requirements as a result of
divergences identified by the RBI, could therefore lead to an adverse impact on the Bank’s business, future
financial performance and the trading price of the Equity Shares. For further information, see “Regulations and
Policies in India - Prudential framework for resolution of stressed assets” on page 250. We may need to make
further provisions if there is dilution/ deterioration in the quality of our security or downgrading of the account or
recoveries with respect to such NPAs do not materialize in time or at all. This increase in provisions may adversely
impact our financial performance.

4. Oriental Bank of Commerce and United Bank of India have recently merged with our Bank and are in
the process of integration. Any failure in successfully integrating these entities with our Bank’s business
may have an adverse effect on our business, results of operations and financial condition.

With effect from April 1, 2020, Oriental Bank of Commerce and United Bank of India merged with our Bank
pursuant to the Government’s approved scheme of amalgamation of Oriental Bank of Commerce and United Bank
of India into Punjab National Bank Scheme, 2000 notified on March 4, 2020 under the Alternative Mechanism,
(such amalgamation referred to herein as the “Amalgamation”). The Bank is currently in the process of
integrating the operations of these entities with its own operations, to leverage cost and operational efficiencies.
We intend to undertake branch rationalization/ relocation as part of such integration processes, including
discontinuing operations at head offices of Oriental Bank of Commerce and United Bank of India and a number
of overlapping zonal, regional and network offices of these entities, and most of the employees engaged in such
administrative offices may be redeployed. The Bank also intends to implement a centralized data management
system to facilitate seamless operation of a unified customer base. However, we may experience difficulties in
integrating these businesses within our existing business and operations. There can be no assurance that the
integration processes will be implemented successfully and any anticipated synergies will materialize within the
expected timeframes or at all.

The Bank may also incur additional costs towards absorbing losses and liabilities, integrating operations and
harmonizing functions pursuant to the Amalgamation. In particular, Oriental Bank of Commerce and United Bank
of India recorded losses in Fiscal 2020 of % 2,251.81 crore and X 6,395.31 crore, respectively. Further, the
absorption of over 34,040 employees of Oriental Bank of Commerce and United Bank of India is expected to
increase employee benefit expenses mainly accruing out of liabilities with respect to provision of additional
superannuation benefits. The Amalgamation may also expose the Bank to potential risks, including risks
associated with the integration of new offices, operations, redeployment of employees, unforeseen or hidden
liabilities, employee misconduct, union issues, the diversion of resources and management attention from existing
businesses, any of which could affect our business and financial performance. If the Bank fails to identify issues
specific to the Amalgamation during the course of integrating operations, it may, in future, be forced to address
unforeseen issues that could result in an adverse impact on its business, reputation and future financial
performance. In addition to the risks associated with the Amalgamation, other risks or factors outside the Bank’s
control may arise and the Bank may be subject to additional liabilities in connection with the Amalgamation.
There can be no assurance that the Bank will not have to undertake write-downs or write-offs in connection with
the Amalgamation, which could have a negative impact on its financial condition and results of operation. If the
Bank is unable to successfully integrate operations with Oriental Bank of Commerce and United Bank of India,
its business, results of operations and financial condition may be adversely affected.

5. Our business is particularly vulnerable to interest rate risk, and any volatility in interest rates could
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adversely affect our net interest margins, the value of our fixed income portfolio, income from treasury
operations and our financial condition and results of operations.

We largely depend on our interest income as our primary source of revenue. Interest rate risk depends upon the
nature of gaps in risk sensitive assets and rate sensitive liabilities. In case of volatility in interest rates our net
interest income could be adversely affected by a rise or fall in interest rates on assets and liabilities, especially if
the changes were sudden or sharp.

Market interest rate changes affect the interest rates we charge on our interest-earning assets differently from the
interest rates we pay on our interest-bearing liabilities and in addition, affect the value of our investments. If we are
unable to increase rates charged on our loans and advances or if the volume of our interest-bearing liabilities is larger
or growing faster than the volume of our interest-earning assets, an increase in interest rates could result in an increase
in interest expense relative to interest earned. In the event of such increase in interest rates, our net interest margin
could be adversely affected as the interest paid by us on our deposits could increase at a rate higher than the
interest received by us on our advances and other investments. Further, an increase in interest rates could
negatively affect demand for our loans and credit substitutes and we may not be able to achieve our volume
growth, which could materially adversely affect our net profits.

The requirement that we maintain a portion of our assets in fixed income Government securities could also have
a negative impact on our net interest income and net interest margin since we typically earn interest on this portion
of our assets at rates that are generally less favorable than those typically received on our other interest-earning
assets. As of March 31, 2018, 2019, 2020 and as of September 30, 2020, our Bank’s net interest margins were
2.16%, 2.41%, 2.30% and 2.85%, respectively.

Since the outbreak of the COVID-19 pandemic in January 2020, emerging markets have seen significant capital
outflows from both debt and equity markets, including India, which has impacted bond yields. At the same time,
the Gol and the RBI have taken several steps to minimize the economic impact of the COVID-19 pandemic,
including cutting statutory interest rates and providing additional liquidity measures which have helped cool down
interest rates. Since April 2020, the Bank’s asset yields have decreased primarily due to a decline in its one year
MCLR rates from 8.05% on March 31, 2020 to 7.35% as of September 30, 2020. Any systemic decline in low-
cost funding available to banks in the form of current and savings account deposits would adversely impact the
Bank’s net interest margin. In December 2015, the Reserve Bank of India released guidelines on the computation
of lending rates based on the marginal cost of funds methodology, which is applicable on incremental lending
from April 1, 2016. Further, on December 5, 2018, the RBI published a report recommending referencing floating
rate advances to certain external benchmarks which came into effect on October 1, 2019. To give effect to the
aforesaid, the RBI, by way of its notification dated September 4, 2019, amended the Master Direction on Interest
Rate on Advances, dated March 3, 2016, pursuant to which, it linked all new floating rate personal or retail loans
(housing, auto, etc.) and floating rate loans to micro and small enterprises extended by banks with effect from
October 1, 2019, to external benchmarks (“September Circular”). Further, on February 26, 2020, the RBI
stipulated that all new floating rate loans to the medium enterprises extended by banks from April 1, 2020, shall
be linked to the external benchmarks as indicated in the September Circular. This change in the methodology for
calculating the cost of funds may lead to lower lending rates and more frequent revisions in lending rates due to
the prescribed monthly review of cost of funds. This may impact the yield on our interest-earning assets, our net
interest income and our net interest margin.

We are also exposed to interest rate risk through our treasury operations. Any rise in interest rates or any greater
interest rate volatility could adversely affect our income from treasury operations or the value of our fixed income
securities trading portfolio. Sudden or sharp and sustained increases in interest rates applicable to floating rate
loans, could also result in extension of loan maturities and higher monthly instalments due from borrowers, which
could result in higher rates of default in loan portfolio. In addition, any change in the volume of business in our
treasury operations and profitability, could have an adverse impact on the overall profitability of the Bank.

If the yield on our interest-earning assets does not increase at the same time or to the same extent as our cost of
funds, or if our cost of funds does not decline at the same time or to the same extent as the decrease in yield on
our interest-earning assets, our net interest income and net interest margin would be adversely impacted. Any
systemic decline in low cost funding available to banks in the form of current and savings account deposits would
adversely impact our net interest margin. A slower growth in low cost deposits compared to total deposits would
result in an increase in the cost of funds and could adversely impact our net interest margin if we are not able to
pass on the increase to borrowers. Revisions in deposit interest rates, or introduction of higher interest rates, by
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banks with whom we compete may also lead to revisions in our deposit rates to remain competitive and this could
adversely impact our cost of funds.

6. We are exposed to various categories of borrowers, depositors and industry sectors, and a default by any
large borrower, premature withdrawal of deposits or a deterioration in the performance of any of these
industry sectors in which we have significant exposure would adversely affect our results of operations,
the quality of our portfolio and financial condition.

We conduct business with certain borrowers who have highly leveraged balance sheets and any default by any of
these borrowers would have a significant impact on our profitability. Aggregate advances (both funded and non-
funded) to the Bank’s 10 largest borrowers as of September 30, 2020 amounted to X 75,733.36 crore representing
94.98% of its total Tier I and Tier II capital. As of September 30, 2020 aggregate advances (funded and non-
funded) to the Bank’s single largest borrower amounted to X 14,054.66 crore, representing 17.63% of its total Tier
I and Tier II capital. In December 2016, the Reserve Bank of India released a framework for large exposures with
limits on exposure of banks to single counterparty and a group of connected counterparties. As per this framework,
the sum of all the exposure values of a bank to a single counterparty must not be higher than 20% of the bank’s
available eligible capital base at all times and the sum of all the exposure values of a bank to a group of connected
counterparties must not be higher than 25% of the bank’s available eligible capital base at all times (increased to
30.0% until June 30, 2021, by the RBI in its notification dated May 23, 2020, in order to address economic
challenges resulting from the COVID-19 pandemic). Eligible capital base represents the Bank’s Tier I capital as
per the last audited balance sheet. Banks may, in exceptional circumstances, with the approval of their boards,
consider enhancement of the exposure to a single counterparty further by 5.0% (i.e., 25.0% of the Tier I capital
fund). The limit is applicable to total exposure, including off-balance sheet exposures. Off-balance sheet items are
required to be converted into credit exposure equivalents through the use of credit conversion factors as per the
standardized approach for credit risk for risk based capital requirements, with a floor of 10%. This framework has
been fully implemented since April 1, 2019. As of September 30, 2020, we were in compliance with these
guidelines. As of September 30, 2020, our largest single counterparty (Government of India - exempted exposure
in terms of LEF guidelines) accounted for approximately 407.07% of our Tier I capital fund, and the largest group
of connected counterparties accounted for approximately 21.76% of our Tier I capital fund.

There can be no assurance that we will be able to effectively reduce concentration risks. If any of such borrowers
default or become non-performing, our exposure to credit risk would increase, and our net profits would decline
and, due to the scale of the exposures, our ability to meet capital requirements could be risked. We cannot assure
you that these borrowers will continue to honour their commitments and that there will be no defaults in future
and further, that there will not be any delay in payments of interest and/or principal from these borrowers. In
addition, the RBI guidelines, and our focus on controlling and reducing concentration risk, may restrict our ability
to grow our business with some customers, thereby impacting our earnings.

Total deposits of the Bank’s 10 top depositors as of March 31, 2018, 2019 and 2020 and as of September 30,
2020, were X 22,894.77 crore, X 14,270.88 crore, X 17,786.00 crore and X 22,307.06 crore, respectively. As of
March 31, 2018, 2019 and 2020 and as of September 30, 2020, the percentage of deposits of the 10 largest
depositors to the Bank’s total deposits accounted for 3.81%, 2.18%, 2.59% and 2.14%, respectively. However,
we cannot assure you that there will not be any untimely withdrawal or non-renewal of deposits from these
depositors. In the event of such withdrawal or non-renewal, our business, results of operations and financial
conditions may be adversely affected.

In addition, we offer loans to a wide range of industries and businesses. The Bank’s largest exposures were to the
infrastructure, basic metal and metal products, textiles, gems and jewellery at X 97,069.44 crore, X 33,025.24 crore,
% 12,739.07 crore and % 10,215.75 crores respectively, and comprising 37.80%, 12.86%, 4.96% and 3.98%,
respectively, of its total MSME and large industry advances, as of September 30, 2020. Any financial difficulties
experienced by our customers or by particular sectors of the Indian economy to which we have historically had
and continue to have significant exposure, due to factors outside our control, such as, global or domestic economic
trends, regulatory action or policy announcements by Gol or state Government authorities, could significantly
increase our NPA levels and materially and adversely affect our business, future financial performance and the
price of the Equity Shares. As a result, we could experience increased delinquencies in such industries, which
may adversely affect our business and results of operations. Moreover, concentration of exposure to a limited
group of industries could exacerbate the adverse effect.

7. The level of restructured loans in our portfolio may increase and the failure of our restructured loans to
perform as expected could adversely affect our business, results of operations and financial condition.
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Our assets include restructured loans. As of March 31, 2018, 2019 and 2020 and as of September 30, 2020, the
Bank’s gross restructured standard assets as a proportion of net advances were 1.21%, 0.56%, 0.39% and 0.30%,
respectively. As a result of slowing economic activity, rising interest rates and the limited ability of corporations
to access capital due to volatility in global markets, there has been an increase in restructured loans in the banking
system. The loan portfolio of our international branches and Subsidiaries also includes foreign currency loans to
Indian companies for their Indian operations as well as for their international operations, including cross-border
acquisitions.

We restructure assets based on borrower’s potential to restore its financial health; however, there can be no
assurance that borrowers will be able to meet their obligations under restructured advances as per regulatory
requirements and certain assets classified as restructured, may be classified as delinquent. Any resulting increase
in delinquency levels may adversely impact our business, financial condition and results of operations.

RBI has, by way of its circular dated June 7, 2019, established a new regulatory framework for resolution of
stressed assets (“Revised Framework”). Pursuant to the Revised Framework, the then existing guidelines and
schemes for debt resolution such as revitalizing distressed assets, corporate debt restructuring scheme, flexible
structuring of existing long term project loans, strategic debt restructuring (“SDR”), change in ownership outside
SDR, and scheme for sustainable structuring of stressed assets, were withdrawn. In addition, the guidelines/
framework for joint lenders’ forum were discontinued. Pursuant to the Revised Framework, in case of a
restructuring, the accounts classified as ‘standard’ shall be immediately downgraded to ‘sub-standard’ as NPAs
at the outset. The NPAs, upon restructuring, would continue to have the same asset classification as prior to
restructuring. Such accounts may be upgraded only when all the outstanding loan and facilities in the account
demonstrate ‘satisfactory performance’, where payments in respect of the borrower entity are not in default at any
point in time, during the ‘specified period’ as defined in the Revised Framework. For large accounts where the
aggregate exposure of the lenders is more than X 1 crore, any upgrade shall be subject to an additional requirement
of an “investment grade” credit rating of the borrower’s credit facilities. Further, if the satisfactory performance
is not demonstrated during the monitoring period, any upgrade of the account shall be subject to implementation
of a fresh restructuring/change in ownership under the Revised Framework and the bank shall make an additional
provisioning, along with other provisioning, in terms of the Revised Framework. Further, considering the impact
of'the COVID-19 pandemic and to mitigate the impact on the ultimate borrowers, the RBI vide a notification dated
August 6, 2020, provides a window under the Revised Framework to enable lenders to implement a resolution
plan in respect of eligible corporate exposures without change in ownership, and personal loans, while classifying
such exposures as standard, subject to specified conditions. Further, the RBI vide a notification dated September
7, 2020 specified the financial parameters with sector specific benchmark ranges to be factored in the resolution
plans in Resolution Framework. Given the differential impact of the pandemic on various sectors/ entities, the
lending institutions may, at their discretion, adopt a graded approach depending on the severity of the impact on
the borrowers, while preparing or implementing the resolution plan. Our Bank framed policies, approved by the
Board, which pertain to the implementation of viable resolution plans for eligible borrowers under the Revised
Framework. These ensure that the resolution under this facility is provided only to the borrowers having stress
because of COVID-19 pandemic. The Bank had outstanding standard restructured accounts of X 2,339.86 crore,
with provision of X 141.44 crore on this account, as of September 30, 2020. Our profitability is also adversely
affected, as a result of such provisioning requirements under the applicable RBI guidelines. The combination of
changes in regulations regarding restructured loans, provisioning, and any substantial increase in the level of
restructured assets and the failure of these structured loans to perform as expected could materially adversely
affect our business, future financial performance and the trading price of the Equity Shares.

8. The financial statements of the Bank subsequent to the Amalgamation are not comparable with the Bank’s
historical financial statements.

Given that the effective date of the Amalgamation was April 1, 2020, the Bank’s audited standalone and
consolidated financial statements as of and for the years ended March 31, 2018, 2019 and 2020, included in this
Placement Document do not reflect the impact of the Amalgamation.

The audited financial statements of the Bank and in particular, the standalone balance sheet of the Bank for April
1, 2020 and September 30, 2020 subsequent to the Amalgamation are therefore not comparable to the audited
standalone balance sheet of the Bank as of March 31, 2018, 2019 and 2020 included elsewhere in this Placement
Document. In preparing the audited opening balance sheet of the Bank as of April 1, 2020, the Amalgamation has
been accounted under the “pooling of interest” method as prescribed in AS-14 on ‘Accounting for Amalgamation’
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to record the amalgamation of the erstwhile Oriental Bank of Commerce and United Bank of India with the Bank
with effect from April 1, 2020.

The Amalgamation has had a significant impact on the standalone financial statements of the Bank. In order to
present the effect of the Amalgamation on the standalone financial statements of the Bank with effect from April
1, 2020, we have also included in this Placement Document, the following additional financial statements:

Proforma financial statements for the three months ended June 30, 2019;

Proforma financial statements for the three and six months ended September 30, 2019;
Proforma financial statements for the three and nine months ended December 31, 2019; and
Proforma financial statements for the three months and year ended March 31, 2020;

(collectively, the “Proforma Financial Statements™)

The Proforma Financial Statements involve various assumptions as stated therein, including that the carrying book
values of assets and liabilities as per the audited financials as of March 31, 2020, and as per the reviewed financial
results as of December 31, 2019, September 30, 2019, and June 30, 2019, of OBC and UBI have been incorporated
with the carrying book value of assets and liabilities based on the audited financial statements as of March 31,
2020, and the reviewed financial results as of December 31, 2019, September 30, 2019, and June 30, 2019, of the
Bank, respectively, in accordance with the “Guide to reporting on Proforma Financial Statements™ issued by The
Institute of Chartered Accountants of India. Further, the Proforma Financial Statements have been prepared by
aggregation of audited numbers of balance sheet, profit and loss account and do not entail any adjustments except
to the extent of changes in issued capital and amalgamation adjustment reserve consequent to the Amalgamation.
These adjustments are set out in the notes to the Proforma Financial Statements. For further information, see
“Proforma Financial Statements” on page 326. The Proforma Financial Statements have been prepared by our
Bank’s management, and reported on by M/s. GS Mathur & Co., one of our Statutory Auditors.

Solely to illustrate the impact of the Amalgamation on a proforma basis, in the section “Additional Proforma
Combined Information”, the financial and other information prior to the Amalgamation, (i.e. as of and for the six
months ended September 30, 2019 and as of and for the year ended March 31, 2020) have been presented on a
proforma combined basis, assuming that the Amalgamation had taken place with effect from April 1, 2019 and
consequently presented as an aggregation of the respective financial and other information for our Bank and the
erstwhile Oriental Bank of Commerce and erstwhile United Bank of India, in the respective financial periods
(“Proforma Combined Information”). There can be no assurance that the manner in which such financial and
other information was calculated for Oriental Bank of Commerce and United Bank of India prior to the
Amalgamation would have been identical to the manner in which such information was calculated for our Bank.
For further information, see “Proforma Financial Statements” and “Additional Proforma Combined Information”
on pages 326 and 327, respectively.

The Proforma Financial Statements and Proforma Combined Information address a hypothetical situation and,
therefore, do not represent our Bank’s actual financial position or results. The Proforma Financial Statements and
Proforma Combined Information only purport to indicate the results of operations that would have resulted had
the Amalgamation been completed at the beginning of the period presented and the financial position had the
Amalgamation been completed as at the year/period end. The Proforma Financial Statements and Proforma
Combined Information have been prepared for illustrative purposes only based on various assumptions stated
therein, do not purport to predict our Bank’s future financial condition, results of operations or cash flows, and
potential investors are cautioned against relying on such information in connection with any investment decision.
The Proforma Financial Statements have not been prepared in accordance with auditing or other standards and
practices generally accepted in other jurisdictions. For further information, see “Management’s Discussion and
Analysis of Financial Condition and Results of Operations — Presentation of Financial Information” on page 101.

9. We are subject to the directed lending requirements of the Reserve Bank of India, and any shortfall in
meeting these requirements may be required to be invested in Government schemes that yield low returns,
thereby impacting our profitability. We may also experience a higher level of non-performing assets in our
directed lending portfolio, which could adversely impact the quality of our loan portfolio and our business.

Under the directed lending norms of the RBI, the RBI requires that every bank extend at least 40.00% of its
adjusted net bank credit or the credit equivalent amount of off-balance sheet exposure, whichever is higher, to
“priority sectors” such as agriculture, MSMESs, export credit, education, social infrastructure, renewable energy
and as determined by the RBI. Of this, banks have targets or sub-targets for lending to key segments or sectors,
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such as agriculture, micro-enterprises and advances to weaker sections. The RBI requires domestic commercial
banks to extend at least 18.00% of the adjusted net bank credit or the credit equivalent amount of off-balance sheet
exposure, whichever is higher, to the agricultural sector, out of which 8.00% is prescribed for small and marginal
farmers. Further, 7.5% of the adjusted net bank credit or the credit equivalent amount of off-balance sheet
exposure, whichever is higher, is prescribed for micro-enterprises and 10.00% is prescribed for advances to
weaker sections. The targets prescribed for weaker sections and small and marginal farmers shall be implemented
in a phased manner.

Our Bank’s priority sector loan portfolio contains significant advances to the MSME and agriculture sector. As
of September 30, 2020, MSME loans amounted to X 118,090.40 crore (of which X 55,612.06 crore were loans
towards micro-enterprises representing 8.31% of our Bank’s ANBC as of September 30, 2020), and X 121,435.84
crore were loans towards the agriculture sector, representing 18.51% of our Bank’s ANBC as of September 30,
2020.

As of March 31, 2018, 2019 and 2020 and as of September 30, 2020, priority sector credit constituted 40.94%,
41.89%, 39.47% and 41.33%, respectively, of the Bank’s adjusted net bank credit, and loans to micro-enterprises
contributed 7.65%, 7.71%, 7.27% and 8.31%, respectively, and to agriculture sector constituted 18.49%, 18.40%,
17.85% and 18.15%, respectively, of the Bank’s adjusted net bank credit. Any revision in the definition or
classification of segments eligible for priority sector lending could impact our ability to meet priority sector
lending requirements. Further, in the event we are required to increase our exposure to the agricultural sector
pursuant to Gol mandated directed lending, it may adversely affect our future financial performance. Public sector
banks may be required to lend at below market rates in the agriculture sector according to the Gol’s agricultural
lending plans, which may make the market perceive that the exposure of public sector banks to the agricultural
sector involves higher risks.

Our ability to receive repayment and interest upon our MSME loans is dependent upon various factors, including
the health of the overall economy, the ability of our borrowers to repay their loan, the results of operations of such
borrowers and their business. These and other factors could lead to an increase in impairment losses and adversely
affect our business and results of operations. As a result of priority sector lending requirements, we may
experience a higher level of non-performing assets in our directed lending portfolio, particularly due to loans to
the agricultural sector and small enterprises, where we are less able to control the portfolio quality and where
economic difficulties are likely to affect our borrowers more severely. As of March 31, 2018, 2019 and 2020 and
as of September 30, 2020, the percentage of the Bank’s priority sector gross NPAs to total priority sector advances
was 13.95%, 14.98%, 18.39% and 14.95%, respectively. As of March 31, 2018, 2019 and 2020 and as of
September 30, 2020, the percentage of the Bank’s MSME industry gross NPAs to total MSME industry advances
was 16.23%, 17.54%, 16.80% and 15.93%, respectively and the ratio of the Bank’s agriculture gross NPAs to
total agricultural advances was 10.98%, 11.91%, 15.63% and 14.10%, respectively, compared to the Bank’s
overall ratio of NPAs to total domestic advances of 18.38%, 15.50%, 14.21% and 13.43%, respectively. In Fiscal
2018 and Fiscal 2019, some states in India announced schemes for waiver of loans taken by farmers. While the
cost of such schemes is borne by the state governments, such schemes or borrower expectations of such schemes
result in higher delinquencies including in the kisan credit card portfolio for banks, including us. Under the RBI
guidelines, specified categories of agricultural loans are classified as non-performing when they are overdue for
more than two crop seasons in the case of short-duration crops and one crop season for long-duration crops, as
compared to 90 days for loans in general. Thus, the classification of overdue loans as non-performing occurs at a
later stage in respect of such loans than the loan portfolio in general. Any future changes by the Reserve Bank of
India to the directed lending norms may result in our continued inability to meet the priority sector lending
requirements as well as require us to increase our lending to relatively riskier segments and may result in an
increase in non-performing loans.

Any shortfall in meeting the priority sector lending requirements may be required to be invested at any time, at
the RBI’s request, in an account with the NABARD under the Rural Infrastructure Development Fund Scheme,
or with other financial institutions specified by the RBI, which generate lower levels of interest compared to
advances made to the priority sector.

10. The value of our collateral may decrease or we may experience delays in enforcing collateral when
borrowers default on their obligations, which may result in failure to recover the expected value of
collateral security exposing us to potential loss.

Our loans to corporate customers also include working capital credit facilities that are typically secured by a first

lien on inventory, receivables and other current assets. In some cases, we may have taken further security of a first
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or second lien on fixed assets or a pledge of financial assets such as marketable securities. A substantial portion
of our loans to retail customers is also secured by the assets financed, which are predominantly property and
vehicles.

The value of the collateral provided by borrowers against advances may fluctuate or decline due to factors beyond
our control, including deterioration in global and regional economic conditions or of asset values or as a result of
adverse changes in the credit quality of our borrowers and counterparties or delays in bankruptcy and foreclosure
proceedings or defects or deficiencies in the perfection of collateral. In the event of a decline in any of these, some
of our loans may exceed the value of their underlying collateral. Changes in asset prices may cause the value of
our collateral to decline. While we factor in any reduction in value to an extent, it may not be sufficient if the
value of the collateral reduces substantially. This is particularly applicable in situation where the advances are
secured by highly depreciating fixed assets such as, amongst others, vehicles and agricultural equipment.

In the event our borrowers default on the repayment of loans, we may not be able to realize the full value of the
collateral due to various reasons, including a possible decline in the realizable value of the collateral, defective
title or pledge of damaged items as security, prolonged legal proceedings and fraudulent actions by borrowers, or
we may not be able to foreclose on collateral at all. The SARFAESI Act, the Recovery of Debts Due to Banks
and Financial Institutions Act, 1993, Insolvency and Bankruptcy Code, 2016 (“IBC”), together with the Banking
Regulation (Amendment) Act, 2017, through which the RBI has been given extensive powers for the recovery of
bad loans and resolution of stressed assets, have strengthened the ability of lenders to recover NPAs by granting
lenders greater rights to enforce security and recover amounts owed from secured borrowers. While we believe
that such legislations have contributed to its enforcement efforts, there can be no assurance that these legislations
will continue to be effective in resolving NPAs. A failure to recover the expected value of collateral security could
expose us to potential losses and may adversely affect our financial condition. In light of the COVID-19 pandemic,
the Gol has enacted the Insolvency and Bankruptcy Code (Second Amendment) Act, 2020 dated September 23,
2020, introducing Section 10A of the IBC, which provides that, notwithstanding anything contained in Sections
7, 9 and 10 of the IBC, no application for initiation of corporate insolvency resolution process of a corporate
debtor shall be filed for any default arising on or after March 25, 2020 or a period of six months or such further
period, not exceeding one year from such date, as may be notified in this behalf. This amendment may affect the
recoveries for the Bank.

In addition, certain kinds of loans that are advanced by us are not secured by any assets. Pursuant to RBI prudential
guidelines on restructuring of advances by banks, we may not be allowed to initiate recovery proceedings against
a corporate borrower, where the borrower's aggregate total debt is ¥ 1,500 crore or more and 60.00% of the
creditors by number and at least 75.00% of the creditors by value decide to restructure their advances. In such a
situation, we are restricted to a restructuring process only as approved by the majority lenders. If we own 20.00%
or less of the debt of a borrower, we could be forced to agree to an extended restructuring of debt which may not
be in our interests. Further, considering the impact of the COVID-19 pandemic and to mitigate the impact on the
ultimate borrowers, the RBI vide a notification dated August 6, 2020, has decided to provide a window under the
Revised Framework to enable the lenders to implement a resolution plan in respect of eligible corporate exposures
without change in ownership, and personal loans, while classifying such exposures as standard, subject to
specified conditions.

We may be required to increase our provision for loan losses in case of any decline in the value of the security
which could impair our ability to realize the secured assets upon any foreclosure. The amounts we receive upon
sale of the secured assets may be insufficient to recover the outstanding principal and interest on the loan, in the
event of a default with respect to any of these loans. Our profitability could be adversely affected, if we are
required to re-value the assets securing a loan to satisfy the debt during a period of reduced asset values or to
increase our allowance for loan losses, which could have a material adverse effect on our business, financial
condition, results of operations and prospects.

11. Consolidation of public sector banks as proposed by the Gol could lead to increased competition, which
could have an adverse effect on our business, financial condition and results of operations.

As NPA levels have risen significantly over the years, the Gol and the RBI have undertaken various initiatives to
monitor such defaults and strengthen the risk profile of public sector banks. These initiatives include proposal for
public sector banks in India to amalgamate through an ‘Alternative Mechanism’ (“AM?”). The Gol through a
notification dated August 23, 2017, has granted in-principle approval for the same and further, the Gol through a
notification dated November 1, 2017, has constituted an AM for consolidation of public sector banks in India. All
proposal received from the public sector banks for in-principle approval to formulate schemes of amalgamation
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is required to be placed before the AM and the AM may also direct the public sector banks to examine proposals
of amalgamation. The Gol, in consultation with the RBI, will be required to approve the final schemes of
amalgamation. In addition, the Gol announced the merger of three other public sector banks in Fiscal 2019, Bank
of Baroda, Vijaya Bank and Dena Bank, which became effective from April 1, 2019. In Fiscal 2019, IDBI Bank,
was acquired by LIC, following which IDBI Bank was reclassified as a private sector bank by the RBI. In Fiscal
2020, the Gol announced several additional mergers of public banks: Syndicate Bank’s merger with Canara Bank;
Andhra Bank’s merger with Corporation Bank and Union Bank of India; and Allahabad Bank’s merger with
Indian Bank.

Consolidated entities may also gain increased financial strength, management capabilities, resources, operational
experience, customer base and distribution channels. This could affect our ability to recruit and effectively train
and retain a sufficient number of employees to keep pace with the growth of our business operations. Any decrease
in our growth rates, whether in absolute terms or relative to industry standards, could adversely affect our market
share and future prospects. Any of the foregoing events may materially and adversely affect our business, financial
condition and results of operations.

12. Our business and financial performance are dependent on maintaining and building a successful branch
network. Any failure to maintain, increase our coverage and any inability to use these branches
productively, may have an adverse impact on our growth and profitability.

We have a large and diverse branch network across India and other jurisdictions. As of September 30, 2020, the
Bank’s distribution network in India included 10,930 branches across 28 States and eight Union Territories in
India. Further, as of September 30, 2020, the Bank’s distribution network also included two branches outside
India. Our business and financial performance are dependent on maintaining our extensive network of branches,
see “ — Majority of our offices, branches and ATMs are located on premises taken by us on lease or on leave and
license basis. We may not be able to renew these agreements for our branches upon acceptable terms or at all
which could have an adverse effect on our business and results of operations.” on page 75. In Fiscal 2020, we
added nine branches in India. Our newly opened branches may not be profitable immediately upon their opening
or may take time to break even. In the event of a delay in achieving break even by the newly opened branches
within a reasonable period as envisaged by us, our profitability may be affected. Our branch expansion plans may
have an adverse effect on the capital outlay which in turn may adversely affect our financial condition and results
of operations. There will also be increased expenditure as a result of our strategy to expand into new geographies,
including those planned for our branch network expansion, and newer businesses where our brand is not well
known in the market.

As a consequence of our large and diverse branch network, we may be subject to additional risks inherent with
an extensive network, including but not limited to higher technology costs for upgrading, expanding and securing
our technology platform in such branches, operational risks including integration of internal controls and
procedures, compliance with KYC, AML and other regulatory norms, ensuring customer satisfaction, recruiting,
training and retaining skilled personnel, failure to manage third-party service providers in relation to any
outsourced services and difficulties in the integration of new branches with our existing branch network. Any of
these reasons may result in our failure to manage a large branch presence, which may materially and adversely
affect our brand, reputation, financial condition and result of operations.

13. Our funding is primarily short-term and if depositors do not roll over deposited funds upon maturity, we
may face asset-liability mismatches, which could affect our liquidity and our business could be adversely
affected.

We meet a significant portion of our funding requirements through short and medium-term borrowings from
sources such as deposits raised from retail and corporate customers, inter-bank deposits, borrowings from
financial institutions and public and private issuance of bonds. However, a significant portion of our assets (such
as loans to our customers) have maturities with longer terms than our borrowings.

We also obtain funding from capital reserves and borrowings. We may be unable to obtain these sources of
funding or replace them with other deposits or borrowings at competitive rates, and there can be no assurance that
a substantial number of our customers will roll over their deposits with us upon maturity, and we may be required
to pay higher interest rates in order to attract or retain further deposits. Moreover, raising long-term borrowings
in India has historically been challenging. Our inability to obtain additional credit facilities or renew our existing
credit facilities for matching tenure of our liabilities in a timely and cost-effective manner, or at all, may adversely
affect our liquidity position. Furthermore, the long average tenure of our loans may expose us to risks arising out
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of economic cycles and our exposure to liquidity risk may increase as a result of an increase in delinquency rates
on our loans or the risk of being unable to liquidate a position in a timely manner at a reasonable price, which may
in turn materially and adversely affect our business, financial condition, results of operations and prospects. Assets
and liability mismatch (“ALM?”), which represents a situation when the financial terms of an institution’s assets
and liabilities do not match, is a key financial parameter for us. We may face potential liquidity risks as a result
of maturity and interest rate mismatches between our assets and liabilities. We may also have to source additional
funding if we face stress in the market.

Interest rate fluctuations affect our cost of funds, and as a result, we are exposed to the risk of reduction in spreads,
which is the difference between the returns that we earn on our advances and investments and the amounts that we
must pay to fund them, on account of changing interest rates. In addition, if we are unable to re-invest the proceeds
at similar interest rates, we will also face pre-payment risk on our loans, which may result in losing future interest
and reduced cash flow. We may not be able to collect prepayment charges for certain products. We are also not
permitted by the extant regulatory guidelines to charge foreclosure charges or prepayment penalties on all floating-
rate term loans to individual borrowers. High volumes of deposit withdrawals or failure of a substantial number of
our depositors to roll over deposited funds upon maturity or to replace deposited funds with fresh deposits as well
as our inability to grow our deposit base, could have an adverse effect on our liquidity position and our business.
We cannot assure you that we will be able to maintain a positive ALM. We may rely on funding options with a
short term maturity period for extending long term loans, which may lead to negative ALM. Further, mismatches
between our assets and liabilities are compounded in case of pre-payments of the financing facilities we grant to
our customers. Any mismatch in our ALM, may lead to a liquidity risk and may adversely affect our operations
and profitability. Also see “Selected Statistical Information—Asset liability gap” on page 138.

14. We are exposed to fluctuations in foreign exchange rates which could adversely affect our business, future
financial performance and trading price of the Equity Shares.

We are exposed to exchange rate risk in our foreign exchange transactions and related derivative transactions, as
a financial intermediary as well as foreign currency borrowings. We hedge our own risk to undertake various
foreign exchange transactions and for proprietary trading which are exposed to various kinds of risks, such as,
amongst others, credit risk, market risk and exchange rate risk. In order to mitigate such risks, we have adopted a
market risk management policy and forex dealing and trading operations policy to mitigate risks arising out of
customer transactions and proprietary trading through various risk limits such as counterparty bank exposure
limits, country wise exposure limits, customer limits, overnight limits, intraday limits, stop loss limits, aggregate
gap limits and value-at-risk limits.

As of September 30, 2020 the Bank’s credit exposure on account of outstanding gross forward exchange contracts
amounted to X 3,308.66 crore. As of March 31, 2018, 2019 and 2020 and as of September 30, 2020, the Bank
had foreign currency borrowings of I 3,714.30 crore, X 5,321.60 crore, X 751.15 crore and X 938.74 crore,
respectively, which constitutes 0.49%, 0.69%, 0.09% and 0.08%, respectively, of its total liabilities, thereby
resulting in foreign currency risk in respect of our ability to service such debt. Adverse movements in foreign
exchange rates may also impact our borrowers negatively, which may in turn impact the quality of our exposure
to these borrowers. Volatility in foreign exchange rates may be further accentuated due to other global and
domestic macroeconomic developments and as a result, may materially and adversely affect our business, future
financial performance and the trading price of the Equity Shares.

Some of our borrowers also enter into derivative contracts to manage their foreign exchange risk exposures. Our
derivative transactions are subject to regular monitoring by our risk assessment committee and to ensure
compliance with limits prescribed by RBI. Some of our customers have incurred mark-to-market or crystallized
losses on their foreign exchange contracts. The failure of our borrowers to manage their exposures to foreign
exchange, derivative risk, adverse movements and volatility in foreign exchange rates may adversely affect our
borrowers, the quality of our exposure to our borrowers and our business volumes and profitability. Defaults by
our customers on their derivative contracts and their subsequent classification as NPAs may have an adverse
impact on our profitability, business and the price of the Equity Shares.

15. We are required to maintain minimum cash reserve ratio (“CRR”) and statutory liquidity ratio (“SLR”)
in accordance with RBI guidelines, and any increase in these requirements could adversely affect our
business.

Under RBI regulations, we are subject to a CRR requirement. The CRR is a bank’s balance held in an interest-

free current account with the RBI calculated as a specified percentage of its net demand and time liabilities,
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excluding interbank deposits. The CRR currently applicable to banks in India is 3.00%. In addition, under the
Banking Regulation Act, all banks operating in India are required to maintain an SLR. The SLR is a specified
percentage of a bank’s net demand and time liabilities required to be maintained by way of liquid assets such as
cash, gold or approved unencumbered securities. Approved securities consist of unencumbered Government
securities and other securities as may be approved from time to time by the RBI and, which earn lower levels of
interest as compared to advances to customers or investments made in other securities.

Currently, the RBI requires banks to maintain a SLR of 18.00%. For Fiscal 2020 and the six months ended
September 30, 2020, majority of Government securities held by us comprised fixed income bonds. In an
environment of rising interest rates, the value of Government securities and other fixed income securities may
depreciate. Our large portfolio of Government securities may limit our ability to deploy funds into higher yielding
investments. Further, a decline in the valuation of our trading book as a result of rising interest rates may adversely
affect our financial condition and results of operations. As a result of the statutory requirements imposed on us,
we may be more structurally exposed to interest rate risk as compared to banks in other countries.

Further, the RBI may increase the CRR and SLR requirements to significantly higher proportions as a monetary
policy measure. Any substantial increases in the CRR from the current levels could affect our ability to deploy
our funds or make investments, which could in turn have a negative impact on our results of operations. If we are
unable to meet the requirements of the RBI, the RBI may impose penal interest or prohibit us from receiving any
further fresh deposits, which may have a material adverse effect on our business, financial condition and results
of operations.

16. Our investment portfolio comprises largely of government securities that may limit our ability to deploy
funds in higher yield investments.

As of September 30, 2020, government securities represented 86.44% of the Bank’s investment portfolio, and
comprised 31.65% of the Bank’s demand and term liabilities. We earn interest on such government securities at
rates which are less favorable than those which we typically receive in respect of our retail and corporate loan
portfolio, and this adversely impacts our net interest income and net interest margin. In addition, the market and
accounting value of such securities could be adversely affected by overall rising interest rates.

Although many of these government securities are long-term in nature, the market value of our holdings could
decrease if interest rates increase. In such cases, we may have to choose between liquidating our investments and
incurring losses, or holding the securities and potentially being required to recognize an accounting loss upon
marking to market the value of such investments, and either outcome may adversely impact our business, financial
condition and results of operations.

17. A major part of our Bank’s branches are concentrated in northern states of India, making us vulnerable
to risks associated with having geographically concentrated operations.

Our Bank’s branches are primarily concentrated in the northern states of India. As of September 30, 2020, 37.70%
of our Bank’s domestic advances and deposits were contributed by the northern states of India, namely,
Chandigarh, Delhi, Haryana, Himachal Pradesh, Jammu & Kashmir, Punjab and Rajasthan. Also see “Selected
Statistical Information—Regional concentration”.

Regional factors that impact our profitability include: (i) the growth in population, income levels, and deposits in
these states, (ii) general economic and political conditions in the region, (iii) laws and regulations, and (iv) the
favorability of these states as investment destinations. As a result, our operations may be more adversely affected
than banks that have greater geographic diversity. Any one of these events may result in a material adverse change
in our business, financial condition, results of operations and cash flows.

18. The banking industry in India is subject to extensive regulation and significant changes in the banking
regulations may adversely affect our business and our future financial performance.

Banks in India are subject to detailed regulation and supervision by the RBI. In addition, banks are generally
subject to changes in Indian law, as well as to changes in regulations, government policies and accounting
principles. We operate in a highly regulated environment in which the RBI, SEBI and IRDAI and other domestic
and international regulators regulate our operations. As we operate under licenses or registrations obtained from
appropriate regulators, we are subject to actions that may be taken by such regulators in the event of any non-
compliance with any applicable policies, guidelines, circular, notifications and regulations issued by the relevant
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regulators. Our business could be directly affected by any changes in policies for banks in respect of directed
lending, reserve requirements and other areas. For example, the RBI could change its methods of enforcing
directed lending standards so as to require more lending to certain sectors, which could require us to change
certain aspects of our business. Further, the RBI also appoints the statutory central auditors of our Bank. The
RBI has, instructed that our Statutory Central Auditors appointed for Fiscal 2020 also conduct the review for
the six months ended September 30, 2020. In addition, we may be subject to other changes in laws and
regulations, such as those affecting the extent to which we can engage in specific businesses or those that reduce
our profits through a limit on either fees or interest rates that we may charge our customers or those affecting
foreign investment in the banking industry, as well as changes in other governmental policies and enforcement
decisions, income tax laws, foreign investment laws and accounting principles. For instance, as a result of the
COVID-19 pandemic and consequent impact on the economy, the RBI along with other government agencies
have revised certain regulations and modified the applicability of certain existing regulations, including with
respect to grant of moratoriums, recognition of NPAs, collections and recoveries under resolution plans, and
determination of interest payable, in an effort to address the challenges being faced by the banking industry. See
“ — We may not be able to predict the impact of the COVID-19 pandemic on our Bank’s business, cash flows,
results of the operations and financial condition.” On page 48 and “ — The value of our collateral may decrease
or we may experience delays in enforcing collateral when borrowers default on their obligations, which may
result in failure to recover the expected value of collateral security exposing us to potential 10ss.” On page 58.

The laws and regulations governing the banking sector, including those governing the products and services that
we provide or propose to provide, could change in the future, and any changes may adversely affect our business,
our future financial performance and the trading price of our Equity Shares. Any change to the existing legal or
regulatory framework will require us to allocate additional resources, which may increase our regulatory
compliance costs and direct management attention and consequently affect our business.

19. A substantial portion of our income is derived from non-banking activities and fee-based services. Our
financial performance may be materially and adversely affected by an inability to generate and sustain
such income.

We have, over the years, expanded our operations from undertaking banking activities to providing certain non-
banking and fee and commission-based services. Fee from commission, exchange and brokerage services
increased from X 2,791.91 crore in Fiscal 2018 to % 2,817.00 crore in Fiscal 2020. Our non-banking activities
through our Subsidiaries, Joint Venture and Associates mainly include housing finance, life insurance/
bancassurance, merchant banking, corporate advisory and trusteeship services, primary dealership including
equity trading and asset reconstruction.

We earn fee-based income from corporate agency services, which include marketing and distribution of insurance
products. We also earn fee-based income from our foreign exchange and treasury operations business. As part of
our foreign exchange and treasury operations business, we may from time to time hold assets on our balance sheet
which may subject us to market risk and credit risk. There can be no assurance that we will be able to sustain
current levels of income from, or effectively manage the risks associated with, these businesses in the future.

New initiatives, products and services that we may introduce, will entail a number of risks and challenges,
including risks relating to execution, the failure to identify new segments, the inability to attract customers and
the inability to make competitive offerings. If we are unable to successfully diversify our products and services
while managing the related risks and challenges, returns on such products and services may be less than
anticipated, which may materially and adversely affect our business, financial condition and results of operations.

20. We distribute third-party investment products, such as mutual funds, brokerage and insurance products.
Our inability to effectively manage any of these businesses may adversely affect our business, results of
operation and financial condition.

In order to grow our non-interest income, we distribute third-party products, such as, amongst others, mutual funds
and insurance products. We have engaged with various third-party product companies to distribute such products.
However, we have no control over the actions of such third-party product companies and their products. Any
failure on the part of such third-party product companies, including any failure to comply with applicable
regulatory norms, any regulatory action taken against such parties or any adverse publicity relating to such party
could, in turn, result in negative publicity about us and adversely impact our brand and reputation. Further, in case
customers to whom such products are sold, experience deficiency of service or are otherwise aggrieved, we may
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be subject to litigation or claims for damages by such aggrieved customers, which could have adverse effects on
our reputation and our business, financial position and results of operations.

21. The effects of the adoption of Indian Accounting Standards (“Ind AS”) are uncertain and any failure to
successfully adopt Ind AS could adversely affect our business, financial conditions and results of
operations.

The Bank currently prepares its annual and interim financial statements under Indian GAAP. The Ministry of
Corporate Affairs (the “MCA”), in its press release dated January 18, 2016, issued a roadmap for implementation
of Ind-AS converged with IFRS for scheduled commercial banks, insurers, insurance companies and non-banking
financial companies. This roadmap requires scheduled commercial banks and insurance companies and specified
categories of NBFCs to prepare Ind AS based financial statements for the accounting periods beginning from
April 1, 2018 onwards with comparatives for the periods ending March 31, 2018. Further, the RBI in its circular
dated February 11, 2016, through which it has indicated that scheduled commercial banks should comply with
Ind AS for preparation of financial statements for the same periods stated above. In April 2018, the RBI deferred
the effective date for implementation of Ind AS by one year at which point the necessary legislative amendments
are expected to have been completed. The RBI has subsequently decided to defer the implementation of Ind AS
on scheduled commercial banks until further notice, in its circular dated March 22, 2019.

We have submitted unaudited proforma Ind AS financial statements to the RBI, however, the possible nature and
extent of impact of Ind AS on our financial reporting is still not entirely clear. Further, the new accounting
standards will change, among other things, our methodology for estimating allowances for expected loan losses
and for classifying and valuing our investment portfolio and our revenue recognition policy. For estimation of
expected loan losses, the new accounting standards may require us to calculate the present value of the expected
future cash flows realizable from our advances, including the possible liquidation of collateral (discounted at the
loan's effective interest rate). This may result in us recognizing allowances for expected loan losses in the future
which may be higher than under the current Indian GAAP. We have made no attempt to quantify the impact of
the differences between Indian GAAP and Ind AS. There may be a possibility that our financial condition, results
of operations, cash flows or changes in shareholders' equity may appear materially different under Ind AS than
under Indian GAAP. The mark to market requirements required under Ind AS may also impact our revenues and
profitability. In our transition to Ind AS reporting, we may encounter difficulties in the ongoing process of
implementing and enhancing our management information systems. Further, there is no significant body of
established practice on which to draw in forming judgments regarding the new system's implementation and
application. There can be no assurance that our adoption of Ind AS will not adversely affect our reported results
of operations or financial condition and any failure to successfully adopt Ind AS could materially adversely affect
our business, financial condition and results of operations.

Moreover, although we currently have an internal control framework in place in order to report our financial
statements under Indian GAAP, and are in the process of taking necessary steps for implementation of Ind AS,
we will have to modify our internal control framework and adopt new internal controls in order to report under
Ind AS. These new internal controls will require, amongst others, a transition to more model-based evaluation of
certain items, as well as staff that are adequately knowledgeable with Ind AS. There is no assurance that we will
be able to implement effective internal controls under Ind AS in a timely manner or at all and any failure to do so
could materially adversely affect our financial condition and results of operations.

22. We rely on our correspondent banks in other countries to facilitate our foreign exchange operations. Any
failure to maintain such relationships or enter such new relationships with correspondent banks may
impact our ability to grow our foreign exchange business.

As of September 30, 2020, we maintain relationships with 120 correspondent banks across 49 countries
internationally. We offer trade finance, foreign exchange and certain other treasury services from these
relationships. We maintain Nostro accounts in foreign currencies which facilitates inward and outward remittance.
Our customers can remit funds to India in any of the currencies for which we have opened such accounts, by
instructing their banks to remit the funds to our Nostro account maintained in that particular currency. We may
need to open such Nostro accounts with the correspondent banks in those locations in case we intend to cater to a
different foreign location or currency. Opening and maintaining such accounts requires compliance with strict
KYC norms and any failure to adhere to such norms may result in the correspondent bank closing these accounts.

A correspondent bank may discontinue any of the services that it offers in relation to accounts, which may result
in customer dissatisfaction. There can be no assurance that we will be able retain our existing correspondent banks
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or enter into similar arrangements with new correspondent banks on commercially reasonable terms or at all. We
could be forced to scale back our treasury, trade and remittance business, in the event that we are unable to open
new accounts or continue to maintain existing accounts with our nostro correspondent banks for any reason
whatsoever, which could adversely affect our business, cash flows, results of operations and financial condition.

23. The Indian banking industry is very competitive and our growth strategy depends on our ability to compete
effectively.

We face competition in all our principal areas of business. Private sector banks, foreign banks, other public sector
banks, and other companies engaged in the distribution of any of the products/ services that our Bank offers
(including small finance banks and payment banks), are our main competitors, followed closely by finance
companies, insurance companies, asset management companies, development financial institutions, mutual funds,
and investment banks.

We may also face increased competition from foreign banks if the Indian retail market is further liberalized or if
regulations and restrictions on branch network growth by foreign banks are simplified or reduced. Foreign banks
may operate in India by establishing wholly owned subsidiaries which are allowed to raise Rupee resources
through issue of non-equity capital instruments. In addition, wholly owned subsidiaries of foreign banks may be
allowed to open branches in Tier II to Tier VI centers except at specified locations which are considered sensitive
for national security reasons. Further, under the foreign exchange regulations, an aggregate foreign investment of
up to 49.00% under the automatic route, and 74.00% under the government approval route, in Indian private sector
banks is allowed; compared to 20.00% under the government route for public sector banks, as provided under the
Banking Companies Act. Competition from foreign banks may increase as the RBI has indicated that it plans to
give greater access to foreign banks in the Indian market. Such deregulation may result in the Bank facing
increasing competition in the raising of funds from market sources and individual depositors.

In addition, new entrants into the financial services industry, including companies in the financial technology
sector, may further intensify competition in the business environments in which the Bank operates, especially in
the digital business environment. As a result, the Bank may be forced to adapt its business to compete more
effectively. For example, non-bank financial companies, particularly international technology companies
including large e-commerce players, have recently been increasing their presence in the financial sector in India
and offering payment platforms and select services to customers, which increase competitive pressures on the
Bank. The RBI has released guidelines with respect to a continuous licensing policy for universal banks as
compared to its earlier practice of intermittently issuing licenses. The RBI has also demonstrated an intention to
allow small finance banks to apply for a universal banking license under this framework. Further, the RBI has
issued Guidelines for On-Tap Licensing of SFBs in the Private Sector on December 5, 2019, which permits
applicants, including payments banks, to apply for SFB license to the RBI at any time, subject to fulfilment of
certain eligibility criteria and other conditions. These developments may increase the number of players in India’s
banking space.

Increased competitive pressure may have an adverse impact on the Bank’s earnings, its future financial
performance and the trading price of the Equity Shares. Due to competitive pressures, the Bank may be unable to
retain resources at reasonable costs, or successfully execute its growth strategy and offer products and services at
reasonable returns and this may adversely affect its business and operations.

24. We are subject to capital adequacy norms and are required to maintain a CRAR at the minimum level
required by RBI for domestic banks. Any inability to maintain adequate capital due to change in
regulations or lack of access to capital or otherwise could materially and adversely affect our results of
operations and financial condition.

We are subject to regulations relating to capital adequacy of banks, which determines the minimum amount of
capital we must hold as a percentage of the risk-weighted assets on our portfolio, or capital-to-risk weighted asset
ratio. The RBI requires banks in India to maintain a minimum CRAR of 10.875% (including capital conservation
buffer) as on date, which will increase to 11.50% of RWAs from April 1, 2021. In addition, RBI issued the RBI
Basel III Capital Regulations on May 2, 2012 pursuant to our Bank for International Settlement’s Basel III
international regulatory framework and was implemented on April 1, 2013. The RBI Basel III Capital Regulations
require, among other things, higher levels of Tier I capital and common equity, capital conservation buffers,
maintenance of a minimum prescribed leverage ratio on a quarterly basis, higher deductions from common equity
and Tier I capital for investments in subsidiaries and changes in the structure of non-equity instruments eligible
for inclusion in Tier I capital. The RBI Basel III Capital Regulations also set out elements of regulatory capital
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and the scope of the capital adequacy framework, including disclosure requirements of components of capital and
risk coverage. The transitional arrangements for the implementation of Basel III capital regulations in India began
on April 1, 2013 and the guidelines are required to be fully implemented by April 1, 2021. In accordance with the
Basel 111 capital regulations, the Bank is required to maintain a minimum CET-I capital ratio of 7.375% (including
capital conservation buffer of 1.875%), and a minimum Tier I CRAR of 8.875% (including capital conservation
buffer of 1.875%) of its risk weighted assets, as of September 30, 2020. Any incremental capital requirement may
adversely impact our ability to grow our business and may even require us to withdraw from or curtail some of
our current business operations.

In accordance with the Basel III norms, as of September 30, 2020, the Bank’s Tier I and total capital adequacy
ratios were 10.33% and 12.84%, respectively. We are exposed to the risk of the RBI increasing the applicable risk
weight for different asset classes from time to time. Although we have implemented and follow a policy of
maintaining a minimum capital adequacy ratio as stipulated in the Basel 111 Capital Regulations issued by the RBI,
there can be no assurance that we will be able to maintain this ratio in the future. For instance, we have previously
recorded CRAR, CETI1 capital ratio, and leverage ratio that were below the regulatory requirement.
Implementation of Basel III or other such capital adequacy requirements imposed by RBI may result in incurrence
of substantial compliance and monitoring costs and any breach of applicable laws and regulations will adversely
affect our reputation or our business operations and financial conditions. In addition, Government of India has
announced recapitalization plan for public sector banks. However, there can be no assurance that Gol will provide
additional capital to the Bank. Moreover, if the Basel Committee on Banking Supervision (the “Basel
Committee”) releases additional or more stringent guidance on capital adequacy norms which are given the effect
of law in India in the future, we may be required to raise or maintain additional capital in a manner which could
materially adversely affect our business, financial condition and results of operations.

The RBI, by its circular dated April 17, 2020, on the ‘Basel III Framework on Liquidity Standards — Liquidity
Coverage Ratio (LCR)’, has stated that while banks are required to maintain LCR of 100% with effect from
January 1, 2019, in order to accommodate the burden on the banks’ cash flows on account of the COVID-19
pandemic, banks are permitted to maintain LCR as follows: (i) 80% from the date of circular (being, April 17,
2020) to September 30, 2020, (ii) 90% from October 1, 2020 to March 31, 2021 and (iii) 100% with effect from
April 1,2021.

If we fail to meet capital adequacy requirements, the RBI may take certain actions, including restricting our
lending and investment activities and the payment of dividends by us. These actions could materially and
adversely affect our reputation, results of operations and financial condition.

25. We may seek opportunities for growth through acquisitions, divest our existing businesses, or be required
to undertake mergers by the Reserve Bank of India and could face integration and other acquisitions risks.

We may seek opportunities for growth through acquisitions or be required to undertake mergers mandated by the
RBI under its statutory powers. Also see “ — Oriental Bank of Commerce and United Bank of India have recently
merged with our Bank and are in the process of integration. Any failure in successfully integrating these entities
with our Bank’s business may have an adverse effect on our business, results of operations and financial
condition” on page 53. We may in the future examine and seek opportunities for acquisitions in countries where
we currently operate. Our Subsidiaries or Associates may also undertake mergers, acquisitions and takeovers in
India or internationally. Mergers and acquisitions by our Subsidiaries could lead to reduction in our shareholding
in such Subsidiaries (including to below majority ownership in certain Subsidiaries). Any future acquisitions or
mergers or takeovers, whether by us or our Subsidiaries, both Indian or international, may involve a number of
risks, including the possibility of a deterioration of asset quality, quality of business and business operations,
financial impact of employee related liabilities, diversion of our management’s attention required to integrate the
acquired business and the failure to retain key acquired personnel and clients, leverage synergies or rationalize
operations, or develop the skills required for new businesses and markets, or unknown and known liabilities
including any ongoing litigation, claims or disputes concerning such acquisition, merger, its shareholders, share
capital or its legal and regulatory compliance obligations or practices, some or all of which could have an adverse
effect on our business or that of our Subsidiaries or Associates.

We may also sell all or part of one or more of our businesses, including our Subsidiaries, for a variety of reasons
including changes in strategic focus, redeployment of capital, contractual obligations and regulatory requirements.

26. Our inability to maintain or grow our CASA ratio may result in higher cost of deposits and impact our
financial condition.
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We have traditionally maintained high CASA deposits due to our large retail customer base spread across India.
As of September 30, 2020, the share of domestic CASA deposits was 44.10% of the Bank’s total domestic deposits.
Any decline in CASA share on total deposit could adversely impact the profitability of the Bank. Our liquidity
position will also be adversely affected if a significant portion of our depositors do not roll over deposited funds
upon maturity or do so for a shorter maturity than that of our assets. Our ability to raise fresh deposits and grow
our deposit base depends in part on our ability to expand our network of branches. Further, though retail deposits
constitute a huge portion of our deposit base, we also accept high value deposits depending on the funding
requirements. Accordingly, we may be required to seek more expensive sources of funding to finance our
operations, which would result in a decline in our profits and have a material adverse effect on our business,
liquidity, financial condition and results of operations.

We intend to grow our CASA ratio, in order to reduce cost of funds and improve our core deposits. Our strategy
is to improve our CASA ratio and growing CASA book through deeper engagement with existing relationships.
In order to attract retail customers and increase our CASA deposits, we intend to introduce new products and
promote our products through marketing campaigns. The interest rates that we must pay to attract customer
deposits are determined by numerous factors such as the prevailing interest rate structure, competitive landscape,

Indian monetary policy and inflation. However, there is no assurance that we will be successful in growing our
CASA base.

We may not be able to maintain our CASA deposits and ratio owing to the increased competition from other banks
and lending institutions. If we fail to maintain or grow our CASA ratio, our financial condition and cash flows
may be materially and adversely affected.

27. Non-compliance with RBI inspection/ observations may have a material adverse effect on our business,
financial condition or results of operation. Our overseas branches are also subject to inspections from
regulators in such jurisdictions. Any adverse observations from such regulators could have a material
adverse effect on our business, financial condition or results of operation.

We are subject to periodic inspections by RBI under the Banking Regulation Act, during the course of which, the
RBI advises on issues related to various risk and regulatory non-compliances. During such inspections in the past,
the RBI has made certain observations regarding our business and operations and incorporates such findings in its
final inspection report and requires that we take certain actions to its satisfaction. The RBI has, among other
things, identified deficiencies in our Bank’s operations including, governance and risk management, fraud
detection and reporting, strengthening of the control functions, cyber security capabilities, credit monitoring
arrangements, effective monitoring of loan portfolio and classification of loans, including timely review of ratings,
strengthening its collateral management system to include a framework for centralized monitoring of collaterals,
ensuring timely creation of charge and periodic valuation of securities, implementation of unique customer
identification code etc. Further, the RBI has observed that certain compliance requirements were not being met
by our Bank, including in relation to risk management, delays in reporting and provision of certain services in
micro-ATMs. The RBI also made certain observations in relation to our overseas subsidiaries. The last RBI
inspection was for Fiscal 2019. Based on the RBI inspection, our Bank has disclosed divergence in asset
classification and provisioning for NPAs to the Stock Exchanges. While we have undertaken steps to comply with
these observations and have informed RBI regarding the status of our compliance, there can be no assurance that
RBI will consider such steps to be adequate and treat the observations as being duly complied with. In the event
we are not able to comply with the observations made by the RBI, we could be subject to supervisory actions
which may have a material adverse effect on our reputation, financial condition and results of operations. Further,
our overseas branches are also subject to inspections/ observations from regulators in such jurisdictions and any
adverse observation may have an adverse effect on our business and financial conditions.

Further, whilst OBC and UBI were amalgamated with our Bank with effect from April 1, 2020, in recent
observations provided by RBI prior to the Amalgamation, RBI has, among other things, identified issues in the
operations of erstwhile OBC and UBI, including in the areas of fraud risk management, customer service, cyber
security and compliance with RBI mandated guidelines and directions, an increase in vigilance cases and
persistent levels of NPAs in the corporate, agriculture and MSME portfolios.

28. Our treasury income, debt investment portfolio and derivatives portfolio are exposed to risks relating to
mark-to-market valuation, illiquidity, and credit risk and income volatility.

The Bank had a debt investment portfolio (consisting of government securities, treasury bills and other debt
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securities) in available for sale and held for trading of ¥ 111,678.83 crore as at September 30, 2020. We run value-
at-risk tests to manage risks in our investments, but in the event interest rates rise, our portfolio will be exposed
to the adverse impact of the mark-to-market valuation of such investments. Any rise in interest rates leading to a
fall in the market value of such debentures or bonds may materially and adversely affect our business, financial
condition and results of operations. We may face income volatility due to the illiquid market for the disposal of
some of our debt investment portfolio.

Our Bank’s gross non-performing investments increased during the six months ended September 30, 2020, and
while these accounts are monitored and recovery efforts are carried out, any increase in the amount of non-
performing investments due to adverse developments in the domestic or international markets, may adversely
affect our financial condition.

Our income from treasury operations is subject to volatility due to, among other things, changes in interest rates
and foreign currency exchange rates as well as other market fluctuations. For example, an increase in interest rates
may have a negative impact on the value of certain investments such as Government securities and corporate
bonds and may, under certain circumstances, require us to mark down the value of these investments on our
balance sheet and recognize a loss on our income statement. Similarly, our derivative portfolio is subject to
fluctuations in interest rates and foreign exchange rates, and any movement in those rates may require us to mark
down the value of our derivatives portfolio. While we invest in corporate debt instruments as part of our normal
business, we are exposed to the risk of an issuer defaulting on its obligations. Changes in corporate bond spreads
also affect valuations and expose us to risk of valuation losses. Although we have risk and operational controls
and procedures in place for our treasury operations, such as sensitivity limits, value at risk (“VaR”) limits, position
limits, stop loss limits and exposure limits that are designed to mitigate the extent of such losses, there can be no
assurance that we will not lose our investments in the course of trading on our fixed income book in held for
trading and available-for-sale portfolio. Any such losses could materially and adversely affect our business,
financial condition, results of operations and prospects.

29. Our risk management policies and procedures may not adequately address unidentified or unanticipated
risks.

Our risk management functions are divided on the basis of principal risks defined under applicable Basel III
guidelines, i.e., credit risk, market risk, operational risk and liquidity risk. While we have a well-defined risk
management governance framework that comprises of a risk management committee and sub committees for
management of credit, market, liquidity and operational risk, to the extent any of the instruments and strategies
we use to hedge or otherwise manage our exposure to market or credit risk are not effective, we may not be able
to mitigate effectively our risk exposures, in particular to market environments or against particular types of risk.
We have devoted significant resources to develop our risk management policies and procedures and aim to
continue to do so in the future. See “Risk Management” on page 217. Despite this, our policies and procedures to
identify, monitor and manage risks may not be fully effective. Some of our methods of managing risks are based
upon the use of observed historical market behavior. As a result, these methods may not accurately predict future
risk exposures which could be significantly greater than those indicated by the historical measures. Management
of operations, legal and regulatory risks requires, among other things, policies and procedures to properly record
and verify a large number of transactions and events, and these policies and procedures may not be fully effective.
As we seek to expand the scope of our operations, we also face the risk that we may not be able to develop risk
management policies and procedures that are properly designed for new business areas or to manage the risks
associated with the growth of our existing businesses effectively. Implementation and monitoring may prove
particularly challenging with respect to businesses that we plan on developing. An inability to develop and
implement effective risk management policies may materially and adversely affect our business, financial
condition and results of operations.

30. We are involved in certain legal and other proceedings which, if determined against us, could have a
material adverse impact on our financial condition.

We are involved in various legal proceedings and other proceedings in the ordinary course of our business. These
legal proceedings are primarily in the nature of tax proceedings, recovery proceedings, consumer disputes,
regulatory proceedings, criminal complaints and other civil proceedings, and are pending at different levels of
adjudication before various courts, tribunals, statutory and regulatory authorities/ other judicial authorities.
Although it is our policy to make provisions for probable loss, we do not make provisions or disclosures in our
financial statements where our assessment is that the risk is insignificant. We have also been penalised by RBI for
certain non-compliances or contravention of applicable law in the past, from time to time. We can give no
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assurance that these legal proceedings will be decided in our favour and we may incur significant expenses and
management time in such proceedings and may have to make provisions in our financial statements, which could
increase our expenses and liabilities. If any new developments arise, for example, rulings against us by the
appellate courts or tribunals, we may face losses and may have to make provisions in our financial statements,
which could increase our expenses and our liabilities. If such claims are determined against us, there could be a
material adverse effect on our reputation, business, financial condition and results of operations, which could
adversely affect the trading price of our Equity Shares. If our provisioning is inadequate relative to actual losses
on final judgment, such additional losses could have an adverse impact on our business and financial condition.
For further information, see “Legal Proceedings” on page 310.

31. We are exposed to risks derived from the performance of our Subsidiaries, Joint Venture and Associates.

As of September 30, 2020, we have five Subsidiaries, one Joint Venture and 14 Associates (including nine
Regional Rural Banks). During Fiscal 2020, our Subsidiaries, Joint Venture and Associates generated an aggregate
0f T102.26 crore of profit, while the Bank made a profit of X 336.19 crore on a standalone basis, which resulted
in our profit of X 438.45 crore on a consolidated basis. As a result, an impact on the performance of any or all of
certain key Subsidiaries, Joint Venture and Associates could have a material impact on our performance on a
consolidated basis.

For instance, our Associate incorporated in Kazakhstan, JSC Tengri Bank was penalized by the National Bank of
the Republic of Kazakhstan (“NBRK?”) for an amount of % 0.36 crore in the six months ended September 30, 2020
for non-compliance with guidelines issued by the NBRK. There have also been certain arrests and allegations of
fraud with respect to this entity by regulatory authorities in Kazakhstan. The regulatory authorities subsequently
revoked the license of JSC Tengri Bank with effect from September 18, 2020, thereby prohibiting it from
conducting banking operations and other activities in the securities market, and appointing a temporary
administrator for the entity. Our Associate entity, PNB Housing Finance Limited (“PNBHFL”), was penalized
by the National Housing Bank (“NHB”) for an amount of X 75,000 (plus GST) in Fiscal 2020 and Z 2.24 crore in
the six months ended September 30, 2020, for non-compliance with certain guidelines issued by the NHB. In
addition, Everest Bank Limited, our Joint Venture, was penalized by the Nepal Rastra Bank (“NRB”) for an
amount of Nepalese Rupees 500,000 in Fiscal 2020 for failing to comply with certain guidelines issued by the
NRB. Our Subsidiary Druk PNB Bank Limited was also penalized in Fiscal 2020 for an amount of X 150,000 by
the Royal Monetary Authority (“RMA”) for regulatory violation of directive on personal loans and directive on
housing loans. In addition, our overseas branches of Dubai, Hong Kong and PNB International UK, have been
advised to file their claim to liquidation commission timely for amount aggregating to US$ 60.55 million. For
further information, see “Legal Proceedings” on page 310. The penalties imposed by such regulators may generate
adverse publicity for the Bank and its business. Such adverse publicity, or any future scrutiny, investigation,
inspection or audit which could result in penalties, public reprimands, reputational loss, significant time and
attention from management, costs for investigations and remediation of non-compliances, may materially
adversely affect our business and financial results.

32. Our business operations are heavily reliant on our information technology systems. Any failure of or
disruptions in our systems could have an adverse impact on our operations and financial condition.

Our business is largely dependent on our information technology systems. We service our customers, undertake our
risk management functions, provide deposit services, loan origination functions, as well as increase our portfolio of
products and services, through our information technology systems. We also rely on our technology platform to
undertake financial control and for transaction processing. In addition, our systems connect our ATMs, branches and
other delivery channels. Our hardware and software systems are also subject to damage or incapacitation by human
error, natural disasters, power loss, sabotage, computer viruses and similar events or the loss of support services from
third parties such as internet backbone providers. Our information technology systems may be subject to interruptions
and temporary disruptions, and may not meet our requirements or be suitable for use at all times. Further, on account
of the COVID-19 pandemic, some of our suppliers were unable to supply hardware items on time. So far, we have
not experienced widespread disruptions of service to our customers, but there can be no assurance that we may not
encounter such disruptions in the future due to substantially increased numbers of customers and transactions, or for
other reasons. Further, any continued disruption in our information technology systems may also result in certain
measures being imposed by the RBI, including limiting certain business activities. Any inability to maintain the
reliability and efficiency of our systems could adversely affect our reputation, and our ability to attract and retain
customers. In the event we experience system interruptions, errors or downtime (which could result from a variety
of causes, including changes in customer use patterns, technological failure, changes to systems, linkages with
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third-party systems and power failures) or any other failures, or if we are unable to develop necessary technology,
our business, financial condition and results of operations may be adversely affected.

33. Our international operations are subject to legal and regulatory risks. If we do not effectively manage our
foreign operations or any further international expansion, our operations may incur losses or otherwise
adversely affect our business and results of operations.

Our international operations included two branches as of September 30, 2020, in Hong Kong and Dubai. In
addition, we have one Associate bank in Kazakhstan, one in Nepal, one Subsidiary in the United Kingdom and
one Subsidiary in Bhutan. As a result, we are subject to additional risks related to complying with wide variety of
international banking and financial services laws and regulations and regulatory and enforcement authorities in
the jurisdictions in which we operate. In addition, we also face risks related to economic and political environment
challenges, restrictions on the import and export of certain intermediates, banking regulations, technologies and
multiple and possibly overlapping tax structures.

The laws and regulations governing the banking and financial services industry in the jurisdictions we operate,
have become increasingly complex, governing a wide variety of issues, including interest rates, liquidity, capital
adequacy, securitization, investments, ethical issues, money laundering, privacy, record keeping, outsourcing and
marketing and selling practices, with sometimes overlapping jurisdictional or enforcement authorities. We have
in the past experienced certain instances of non-compliance with applicable regulations, and have been penalized
for such non-compliances. See “ — We are exposed to risks derived from the performance of our Subsidiaries,
Joint Venture and Associates” on page 69. In addition, the regulatory authorities in the Republic of Kazakhstan
revoked the license of our Associate, JSC Tengri Bank, with effect from September 18, 2020 for failing to comply
with certain prudential standards and other mandatory norms and regulatory limits, thereby prohibiting it from
conducting banking operations and other activities in the securities market, and appointing a temporary
administrator for the entity. Any failure to comply with applicable regulations in various jurisdictions, including
unauthorized actions by employees, representatives, agents and third parties, suspected or perceived failures and
media reports, and future inquiries or investigations by regulatory and enforcement authorities, may result in
regulatory action including financial penalties and restrictions on or suspension of the related business operations.
We may also face difficulties integrating new facilities in different countries into our existing operations, as well
as integrating employees that we hire in different countries into our existing corporate culture or comply with
unfamiliar laws and regulations. In addition, we face competition from banks in other countries that may have
more experience and resources in those countries or in international operations generally. We remain a small-size
operator in foreign markets where we are currently present and many of our competitors have much greater
resources. If we do not effectively manage our foreign operations, our results of operations may be adversely
affected.

34. Any downgrade of our debt ratings or of India’s debt rating by international rating agencies could
adversely affect our business.

Our debt is rated by various agencies, including by India Rating, ICRA, CARE, Brickwork, and CRISIL. For our
infrastructure bonds, we have been granted a rating of CRISIL AA+, CARE AA+, and ICRA AA-. For our Basel
IIT compliant Tier II bonds a rating of CRISIL AA+, ICRA AA-, and CARE AA+; and for our Basel III perpetual
bonds a rating of Brickwork AA, CRISIL AA- and CARE AA-. While our credit ratings have been upgraded
recently, any downgrade in our credit ratings may increase interest rates for refinancing our outstanding debt,
which would increase our financing costs, and adversely affect our future issuances of debt and our ability to raise
new capital on a competitive basis, which may adversely affect our profitability and future growth.

There can be no assurance that these ratings will not be further revised or changed by the above rating agencies
due to various factors, including on account of the COVID-19 pandemic, and our corresponding performance, or
that any of the other global rating agencies will not downgrade India’s credit rating. For instance, the Bank’s
ratings its Basel III perpetual bonds were downgraded from A+ to A by India Ratings in 2019. Moreover, any
adverse revisions to India’s credit ratings for domestic and international debt by international rating agencies may
adversely impact the Bank’s ability to raise additional financing and the interest rates and other commercial terms
at which such financing is available. A downgrading of India’s credit ratings may occur, for example, upon a
change of government tax or fiscal policy, which are outside the Bank’s control. Any of these developments may
materially and adversely affect our business, financial condition and results of operations.

35. We may not be able to detect money-laundering and other illegal or improper activities in a comprehensive
manner or on a timely basis, which could expose us to additional liability and harm our business or
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reputation.

We are required to comply with applicable anti-money laundering and anti-terrorism laws and other regulations
in India and in other jurisdictions where we have operations. These laws and regulations require us to adopt certain
measures, including, to adopt and enforce “know-your-customer/ anti-money laundering/ combating financing of
terrorism” (“KYC/AML/CFT”) policies and procedures and to report suspicious and large transactions to the
applicable regulatory authorities in different jurisdictions. Remittances and trade finance transactions are
increasingly required to be covered under our scrutiny and monitoring. Our international offices are required to
adopt enhanced processes, new software systems, expanded data feeds, increased employee skills and robust risk
management systems. We are also required to undertake constant review and assessment of existing control
processes and programs to meet the increased regulatory expectation. We face significant challenges in keeping
pace with frequent reviews and rapid upgrading required by such regulatory developments. While we regularly
adopt policies and procedures aimed at detecting and preventing the use of our banking networks for money-
laundering activities and by terrorists and terrorist-related organizations and individuals generally, such policies
and procedures may not completely eliminate instances where we may be used by other parties to engage in
money-laundering and other illegal or improper activities due to, in part, the short history of these policies and
procedures. In addition, there may be significant inconsistencies in the manner in which specific operational and
KYC/AML/CFT policies are actually interpreted and implemented at an operational level in each of the branch
and other customer interface levels. For instance, the Financial Intelligence Unit — India (FIU-IND) has previously
penalized us for an amount of X 15.63 crore on July 29, 2019 for violations of the provisions of the Prevention of
Money Laundering Act, 2002. For further information, see “Legal Proceedings” on page 310. While we have
disputed these claims and the matter in pending with the Appellate Tribunal, Prevention of Money Laundering
Act at New Delhi, there can be no assurance that we will not be subject to such penalties in the future. Our business
and reputation could suffer if any such parties use our banking channels for money-laundering or illegal or
improper purposes. We have been penalized by the RBI for a cumulative amount of X 1 crore in Fiscal 2020.

While we continue to strengthen our AML and KYC procedures, to the extent we fail to fully comply with
applicable laws and regulations, the relevant governmental and regulatory agencies may impose fines and other
penalties and, in certain circumstances, ask us to cease operations. In addition, any adverse action taken by such
agencies could adversely affect our reputation, thereby affecting our business and future financial performance.

36. Our ability to pay dividends in the future will depend upon applicable RBI regulations, our earnings,
financial condition and capital requirements. Any inability to declare dividend may adversely affect the
trading price of our Equity Shares.

While we have a formal board approved dividend policy to govern our dividend pay-out, our future ability to pay
dividends and the amount of any such dividends, if declared, will depend upon a number of factors, including our
future earnings, financial condition, capital requirements, our compliance with regulatory requirements, meeting
the RBI mandated CRAR and net NPA parameters and our operating performance. Dividends distributed by us
may attract dividend distribution tax at rates applicable from time to time. We cannot assure you that we will
generate sufficient income to cover our operating expenses and shall be able to pay dividends. In addition,
dividends that we have paid in the past may not be reflective of the dividends that we may pay in a future period.
Our present and future dividend policy is based on the terms of the extant Gol/ RBI guidelines and directives, and
is dependent on our revenues, profits, cash flow, financial condition, capital requirements and other factors. For
further information, see “Dividend Policy” on page 100.

Further, pursuant to a notification dated April 17, 2020 read with notification dated December 4, 2020, the RBI
has restricted banks from making any further dividend pay outs from the profits pertaining to Fiscal 2020, in order
to enable banks to conserve capital to retain capacity to support the economy and absorb losses.

37. Our business and financial condition may be adversely affected if we are unable to develop new products
and services.

We have been diversifying and expanding our products and services for retail, corporate and MSME:s. In addition,
we have expanded our branch and ATM network into semi-urban and rural areas. Such new initiatives and
products and services entail a number of risks and challenges, including but not limited to insufficient knowledge
of and expertise applicable to the new businesses, which may differ from those required in our current operations,
adopting adequate risk management procedures, guidelines and systems, credit appraisal, monitoring and recovery
systems, lower profitability potential than we anticipated, failure to identify new segments and offer attractive
new products and services in a timely fashion, putting us at a disadvantage to our competitors, competition from
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similar offerings or products and services by our competitors in the banking and non-banking financial services
sectors, inability to attract customers from our competitors in our new businesses or failure to attain requisite
approvals from any regulatory authority.

If we are unable to successfully diversify our products and services while managing the associated risks and
challenges, our returns on such products and services may be less than anticipated, which may materially and
adversely affect our liquidity, business, prospects, financial condition, and results of operations. In addition, if our
competitors are able to better anticipate the needs of customers within our target market, our market share could
decrease and our business could be adversely affected.

38. There are limitations in the scope of the procedures adopted by our statutory auditors in the audit of our
financial statements.

We are a commercial bank with a network of 7,040 branches in India as of March 31, 2020. As noted in the audit
reports for the financial statements for Fiscals 2018, 2019 and 2020, there are certain limitations in the scope of
the audit of such financial statements. For example, the audited standalone financial statements for Fiscal 2020
incorporate financial information from 4,852 branches in India which have not been subjected to audit. These
unaudited branches accounted for 9.51% of advances, 39.00% of deposits as of March 31, 2020, 12.00% of interest
income and 39.00% of interest expenses in Fiscal 2020. For further details, see “Financial Statements” on page
323. An inability to maintain an effective internal audit system or adequate procedures by our officials in the audit
of our financial statements may affect the reliability of our financial statements.

39. Our statutory auditors have highlighted certain matter of emphasis in relation to our historical audited
financial statements for Fiscal 2018, 2019 and 2020, and in relation to our limited reviewed financial
results as of and for the six months ended September 30, 2020.

Our statutory auditors have highlighted certain matters of emphasis in relation to our historical audited financial
statements for Fiscal 2018, 2019 and 2020, and in relation to our limited reviewed financial results as of and for
the six months ended September 30, 2020. For further details, see “Management’s Discussion on Financial
Condition and Results of Operations — Auditor Observations/Remarks” on page 101.

There can be no assurance that our statutory auditors will not include such matters of emphasis in relation to our
audited financial statements in the future, or that such matters of emphasis will not affect our financial results in
future fiscal periods. Investors should consider these remarks in evaluating our financial condition, results of
operations and cash flows. Any such matters of emphasis on our audited financial statements in the future may
also adversely affect the trading price of the Equity Shares.

40. Any regulatory investigations, fines, sanctions, and requirements relating to conduct of business and
financial crime could negatively affect our business and financial results, or cause serious reputational
harm across our businesses.

The RBI is empowered under the Banking Regulation Act and the circulars, guidelines and notifications issued
thereunder to impose penalties on banks and their employees, to enforce applicable regulatory requirements or in
case of infringement of any provisions of the Banking Regulations Act. In the past, the RBI has levied penalty on
us for non-compliance with guidelines and instructions issued by the RBI from time to time, as well as on account
of fraud. For further details of penalties imposed by the RBI and other regulators, see also “Legal Proceedings —
Notices and actions by regulatory authorities” on page 310.

We are periodically subject to inspections by the relevant authorities. Certain of these inspections have resulted
in investigations and cases commenced against us or some of our employees. Going forward we will remain
subject to similar inspections, investigations and cases. If one or more of such inspections, investigations or cases
leads to a significant award or penalty against us, our business may be adversely affected.

The penalties imposed by such regulators have in the past generated adverse publicity for us and our business.
Such adverse publicity, or any future scrutiny, investigation, inspection or audit which could result in fines, public
reprimands, reputational loss, significant time and attention from our management, costs for investigations and
remediation of affected customers, may materially and adversely affect our business and financial performance.

We cannot predict the initiation or outcome of any such investigations by other authorities or different
investigations by relevant authorities. Any penalty imposed as a result of such investigations may generate adverse
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publicity for our business. Such adverse publicity, or any future scrutiny, investigation, inspection or audit which
could result in fines, public reprimands, and damage to our reputation, significant time and attention from our
management, costs for investigations and remediation of affected customers, may materially adversely affect our
business and financial results.

41. We are subject to certain contractual restrictions and increased regulatory control on account of one of
our Associates.

We have entered into a shareholder agreement with third parties in relation to one of our Associates, which
contains certain restrictions. For instance, there are restrictions on our ability to transfer our shareholding to third
parties and on our ability to carry on certain activities similar to the business carried on by our Associate. These
restrictive covenants may limit our ability and our Associate’s ability to take certain material decisions in relation
to their respective businesses.

Further, due to the nature of our Associate’s business we may be subject to increased regulatory control. For
instance, we may require prior approval of the relevant regulatory authorities, including the IRDAI and the RBI
for transferring our shareholding in some of our Associate to a third party or otherwise diluting our shareholding
in our Associate.

42. Our failure to adapt to technological advancements that can potentially disrupt the banking industry could
affect the performance and features of our products and services and reduce our attractiveness to
customers.

Any technological advancement in the way customers prefer to execute their banking services may change the
way banking has been perceived and carried out. Technological innovation such as mobile wallets, mobile
operator banking, payment banks and internet banking through smart phones, could disrupt the banking industry
as a whole. There can be no assurance that we will be able to adapt our systems quickly and efficiently to such
changing environment. Even if we are able to maintain, upgrade or replace our existing systems or innovate or
customize and develop new technologies and systems, we may not be as quick or efficient as our competitors in
upgrading or replacing our systems. Our failure to adapt to such technological advancements quickly and
effectively could affect the performance and features of our products and services and could reduce our
attractiveness to existing and potential customers.

43. As on date of this Placement Document, our Board does not have prescribed strength in terms of the
Banking Companies Act and the SEBI Listing Regulations.

As on the date of this Placement Document, our Board does not have the prescribed strength as following positions
are vacant:

e One (1) position of an executive director under section 9(3)(a) of the Banking Companies Act, as
prescribed by the Gol through its circular F.No. 16/20/2019-BO.I dated August 30, 2019.

e One (1) position each under section 9(3)(e) and under section 9(3)(f) of the Banking Companies Act, to
be nominated by the Central Government.

e One (1) position under section 9(3)(g) the Banking Companies Act, to be nominated by the Central
Government in consultation with RBI.

e Five (5) positions under section 9(3)(h) of the Banking Companies Act, to be appointed by the Central
Government.

In addition, the Bank is currently not in compliance with the requirements of the SEBI Listing Regulations to
appoint independent directors on our Board. Pursuant to the SEBI Listing Regulations (i) where the chairperson
of the board of directors of a listed entity is non-executive, not less than one-third of the board of directors is
required to comprise of independent directors and (ii) where the chairperson of the board of directors of the listed
entity does not have a regular non-executive chairperson, at least half of the board of directors of the listed entity
is required to comprise of independent directors.

Further, the SEBI Listing Regulations requires 2/3rd of the Audit Committee to comprise independent directors.

As on date of this Placement Document, the Audit Committee includes one Independent Director. In addition, the
post of Non-executive Chartered Accountant director in the Audit Committee is also vacant.
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Furthermore, due to the vacancy in the Board, only one Director has been appointed to the Nomination &
Remuneration Committee of our Board. Accordingly, as on the date of this Placement Document, the Nomination
& Remuneration Committee of our Board is non-functional and the quorum requirements for this committee are
not being met presently.

Given that our Bank is a public sector undertaking, matters pertaining to, among others, appointment of our
Directors are determined by the Government of India, Ministry of Finance, except appointment of Shareholders
Director under section 9(3)(i) of the Banking Companies Act. Therefore, we do not have the ability to appoint
directors on our Board. As a result of this, we cannot provide any assurance that such non — compliance will be
rectified in a timely manner.

44. We offer unsecured loans to customers which are not supported by any collateral. In the event of non-
payment by a borrower of one of these loans, we may be unable to collect the unpaid balance.

We offer unsecured personal loans to the retail customer segment, including salaried individuals and self-
employed professionals. In addition, we offer unsecured loans to corporates, small businesses and individual
businessmen. As of September 30, 2020, unsecured loans contributed 18.83% of the Bank’s total assets.
Unsecured loans are at higher credit risk for us than our secured loan portfolio as they may not be supported by
realizable collateral that could help ensure an adequate source of repayment for the loan. Although we may obtain
direct debit instructions or post-dated checks from our customers for our unsecured loan products, we may be
unable to collect in part or at all in the event of non-payment by a borrower. Further, any increase in delinquency
in our unsecured loan portfolio could require us to increase our provision for credit losses, which would decrease
our earnings.

45. We have existing indebtedness, and may incur additional indebtedness, which could adversely affect our
financial condition, and/or our ability to obtain financing in the future, react to changes in our business
and/or satisfy our obligations.

As of September 30, 2020, the Bank had % 21,559.00 crore of outstanding debt liabilities, inter alia, in the form
of debt securities such as unsecured redeemable bonds, Tier I bonds, upper Tier II bonds, subordinate debts for
Tier II capital and long-term infrastructure bond. Our existing indebtedness could impose restrictions on our
business operations which may be in the nature of following:

. it may be challenging for us to obtain additional financing, should such a need arise, which may limit our
ability to satisfy obligations with respect to our debt;

. a portion of our financial resources must be dedicated to the payment of principal and interest on our debt,
thereby reducing the funds available to use for other purposes;

. it may be difficult for us to satisfy our obligations to our creditors, resulting in possible defaults on, and
acceleration of, such debt;

. we may be more vulnerable to general adverse economic and industry conditions;

. our ability to refinance debt may be limited or the associated costs may increase; and

. our flexibility to adjust to changing market conditions could be limited, or we may be prevented from

carrying out capital spending that is necessary or important to our growth strategy and efforts to improve
operating margins of our businesses.

46. Our Bank had incurred a loss in Fiscal 2018 and 2019. In the event our net loss continues to increase, it
may adversely affect our business and financial condition.

Due to sharp increase in provisions and contingencies on account of bad loans and NPAs, our Bank reported net
loss, on a standalone basis, which was % 12,282.82 crore and % 9,975.49 crore in Fiscal 2018 and 2019,
respectively. In the event our level of NPAs increase, our interest earnings and net profits will be impacted. If
our net profit deteriorates further, our financial condition may be adversely affected.

47. Our Bank may not be able to meet the minimum public shareholding within the prescribed timelines.

Pursuant to an amendment dated June 4, 2010 to the Securities Contract (Regulations) Rules, 1957, as amended
(“SCRR?”), all listed companies are required to maintain a minimum public shareholding of at least 25%. Any
listed public sector company which had public shareholding of less than 25% at the time of commencement of the
amendment dated June 4, 2010 to the SCRR was required to increase its public shareholding to at least 25% within
a period of three years from the date of such commencement of the amendment i.e., August 3, 2018. The SCRR
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also provides that if the public shareholding in a listed public sector company falls below 25% at any time, such
company is required to bring the public shareholding to 25% within a maximum period of two years from the date
of such fall in the manner prescribed by the SEBI. Pursuant to the preferential allotment of Equity Shares to the
Government of India on March 28, 2019, the public shareholding in our Bank was reduced to 24.59% from
29.78%, while the Government of India’s shareholding increased to 75.41%. As of September 30, 2020, the public
shareholding in the Bank is 14.41%. Pursuant to the SCRR and in compliance with an order passed by SEBI dated
March 27,2019 in relation to the aforementioned preferential allotment, our Bank is required to meet the minimum
public shareholding of at least 25% within a period of 2 (two) years from the fall of such public shareholding
below 25% (i.e., by March 27, 2021). While our Bank has requested the relevant regulatory authorities for an
exemption from the applicability of these provisions for a further period of two years, there is no assurance that
such exemption will be granted in a timely manner or at all, or that we will be able to meet the minimum public
shareholding of at least 25% within the prescribed timelines. In the event such exemption is refused and we fail
to meet the minimum public shareholding within the prescribed timelines, our Bank may be subject to penalties
and face regulatory actions, including delisting from the stock exchanges.

48. Any deficiencies, inaccuracies or mis-specification in the models and data we rely on for our risk analysis
could impact our decision-making and operations.

As part of our ordinary decision making-process, we rely on various models for risk and data analysis. These
models are based on historical data and supplemented with managerial input and comments. These models and
the data they analyze may not always be accurate or adequate to guide our strategic and operational decisions and
protect us from risks. Any mis-specification, deficiencies or inaccuracies in the models or the data might have a
material adverse effect on our business, financial condition or results of operation. As we seek to expand the scope
of our operations in newer geographies or new product areas, we also face the risk that we will be unable to
develop risk management policies and procedures that are properly designed for those new geographies or areas
or products or to manage the risks associated with the growth of our existing businesses. Implementation and
monitoring may prove particularly challenging with respect to our expansion and the products that we plan on
developing.

49. We have experienced negative cash flows from operating activities and investing activities in certain recent
fiscal periods.

We have experienced negative cash flows from operating activities and investing activities in recent fiscal years.
In Fiscals 2019 and 2020, the Bank used X 31,344.38 crore and X 11,336.23 crore, respectively, in cash for
operating activities. In Fiscals 2018, 2019 and 2020, the Bank used X 1,288.01 crore, X 260.37 crore and X 1,515.85
crore, respectively, in cash for investing activities. For further information, see “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” on page 101. Negative cash flows over extended
periods, or significant negative cash flows in the short term, could materially impact our ability to operate its
business and implement growth plans.

50. Majority of our offices, branches and ATMs are located on premises taken by us on lease or on leave and
license basis. We may not be able to renew these agreements for our branches upon acceptable terms or at
all which could have an adverse effect on our business and results of operations.

Majority of our offices, branches and ATMs are located on premises taken by us on lease or leave and license
basis from third parties. In case of non-renewal of our leases or if such agreements are renewed on unfavorable
terms and conditions, we may be forced to procure alternative space for our existing branches and incur additional
costs in such relocation. We may also face the risk of being evicted in the event that our landlords allege a breach
on our part of any terms under these lease or license agreements. This may cause a disruption in our operations or
result in increased costs, or both, which may materially and adversely affect our business, financial condition and
results of operations in respect of such defaulting premises. Further, some of our lease agreements and leave and
license agreements may not be adequately stamped or registered with the registering authority of the appropriate
jurisdiction. An instrument not duly stamped, or insufficiently stamped, shall not be admitted as evidence in any
Indian court or may attract a penalty as prescribed under applicable law, which could adversely affect the
continuance of our operations and business. Although we procure space that satisfies the safety, operational and
financial criteria for our branches, we cannot assure you that we will be able to identify such space at commercially
reasonable terms or at all.

51. A substantial portion of our Bank’s loans have a tenor exceeding one year, exposing us to risks associated
with economic cycles.
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As of September 30, 2020, loans with a remaining tenor exceeding one year represented 80.64% of our Bank’s
total term loan portfolio. The long tenor of these loans may expose our Bank to risks arising out of economic
cycles such as rising default levels, reduction in the value of collateral and asset-liability mismatch, any of which
could adversely impact our results of operations. In addition, some of these loans are project finance loans. There
can be no assurance that these projects will perform as anticipated or that such projects will be able to generate
cash flows to service commitments under the loans. Further, we are also exposed to risks arising out of delay in
execution, failure of borrowers to execute projects on time, delay in getting approvals from necessary authorities
and breach of contractual obligations by counterparties, all of which may adversely impact the projected cash
flows. There can be no assurance that these projects will perform as anticipated.

52. We have in the past entered into related party transactions and may continue to do so in the future, which
may potentially involve conflicts of interest with the equity shareholders.

We have in the course of our business entered into, and will continue to enter into, several transactions with our
related parties. We cannot assure you that we will receive similar terms in our related party transactions in the
future and that we could not have achieved more favorable terms had such transactions been entered into with
unrelated parties. The transactions we have entered into and any further transactions that we may have with our
related parties have involved or could potentially involve conflicts of interest which may be detrimental to the
Bank. We cannot assure you that such transactions, individually or in the aggregate, will not have an adverse
effect on our business and financial results, including because of potential conflicts of interest or otherwise.

53. Our employees are unionized and any union action may adversely affect our business.

Majority of our employees are members of national banking unions, including All India Punjab National Bank
Officers Association (“AIPNBOA”) for officers, and All India Punjab National Bank Employees Federation
(“AIPNBEF”) for workmen. We are a member of the Indian Banks’ Association, which negotiates wages and
other service conditions with the major unions. From time to time, the labour unions for the banking employees
organize strikes, as a result of which, we have been and may in the future be affected by strikes, work stoppages
or other labor disputes. We have had past instances of industry wide strikes by the unions which affected all banks
and we have also had past instances of strikes which only affected our Bank. In the event of a labor dispute,
protracted negotiations and strike action may impair our ability to carry on our day-to-day operations, which could
materially and adversely affect our business, future financial performance and results of operations. While we
believe that we have a strong working relationship with our unions, associations and employees, there can be no
assurance that we will continue to have such a relationship in the future, and that there will not be significant
strikes or disputes with employees that could affect our operations in future.

54. Areduction in long-term interest rates may increase our pension liabilities which may adversely affect our
future financial performance and results of operations.

We operate a defined benefit pension fund scheme. A discount rate is used to calculate the present value of our
future liabilities in relation to the scheme and is linked to the long-term yield on Gol securities. A reduction in the
long-term interest rate would increase the present value of our pension obligations. As a result, we may be required
to make further cash contributions to the scheme in order to cover the deficit which may in turn lead to an increase
in its pension expenses. In a falling interest rate scenario, the held-to-maturity value of already invested securities
is likely to go up, thereby offsetting the increase in present value of pension obligation to an extent.

55. Our inability to renew or maintain our statutory and regulatory permits and approvals required to operate
our business may adversely impact our business, financial condition and results of operation.

We are required to obtain various statutory and regulatory permits and approvals to operate our business which
requires us to comply with certain terms and conditions to continue our banking operations. Our licenses to carry
out our banking activities require us to comply with certain terms and conditions. In the event that we are unable
to comply with any or all of these terms and conditions, or seek waivers or extensions of time for complying with
these terms and conditions, it is possible that the RBI may revoke this license or may place stringent restrictions
on our operations. This may result in the interruption of all or some of our operations and may have a material
adverse effect on our business, financial condition, results and cash flow. In the event that we are unable to renew
or maintain other statutory permits and approvals or comply with regulatory requirements, it may result in the
interruption of all or some of our operations, imposition of penalties and could materially and adversely affect our
business, financial performance and reputation.
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56. Our inability to attract and retain talented professionals may negatively affect our results of operation and
financial position.

Attracting and retaining talented professionals is a key element to our growth strategy. Our remuneration schemes
are guided by industry level negotiations between bank management represented by the Indian Banks’ Association
(“IBA”), and officers/ workmen represented by their respective unions. In addition to such remuneration, we also
offer our employees certain incentive such as bonus payments, as may be approved by our Board. Our
remuneration scheme is in accordance with industry level settlement formulated by the IBA following negotiation
with various unions or associations. The remuneration prevalent in the public sector banks are similar except for
perks which is determined by individual banks.

If the banking industry increasingly moves toward incentive-based pay schemes, attrition rates could increase and
we could be forced to alter our remuneration scheme. The resultant pressures may result in diminished
profitability, especially if rates of return do not experience a commensurate rise. An inability to attract and retain
such talented professionals or the resignation or loss of such professionals may have an adverse impact on our
business, future financial performance and trading price of the Equity Shares. In addition, we may experience
difficulties in managing our expanding workforce.

57. We may face conflicts of interest relating to one of our Associate Companies, PNB Housing Finance
Limited (“PNBHFL”).

One of our Associate Companies, PNB Housing Finance Limited, is one of the leading housing finance companies
in India with branches across India, as at September 30, 2020. It also uses the “PNB” name, brand and trademark
pursuant to an agreement dated December 7, 2009 pursuant to which we granted PNBHFL the royalty-free, non-
exclusive right to use the name, brand, trademark and logo “PNB” strictly in relation to its business. We have no
agreements with PNBHFL that restricts them from offering similar products and services as us and as a result, our
relationship with PNBHFL may cause certain conflicts of interest, particularly with respect to distribution of
housing and non-housing loans and deposit products that PNBHFL distributes and we may compete with PNBHFL
on the basis of the range of our product offerings, interest rates and fees as well as customer service, particularly
in the retail housing market. We may also compete with PNBHFL for capital and other low-cost sources of funding
as well as for the services of third party service providers, including for direct marketing associates and deposit
brokers. There can be no assurance that we will be able to successfully compete with PNBHFL and if it continues
to offer and distribute our products in the businesses that we are currently engaged in or if we forego certain
business opportunities because of our relationship with PNBHFL, our business, financial condition, results of
operations and prospects could be affected.

58. We may face greater credit risks than banks in more developed countries.

Our principal business is to provide financing to our customers. We are subject to the credit risk that our borrowers
may not pay in a timely fashion or at all. In addition, India’s system for gathering and publishing statistical
information relating to the Indian economy and the financial performance of companies is not as comprehensive
as those of established market economies. Although India has a credit bureau industry, adequate information
regarding loan servicing histories, particularly in respect of individuals and small businesses, is limited. As a
result, our credit risk exposure is higher in comparison to banks operating in advanced markets. Since a significant
portion of our lending operations are linked to businesses based in India, we may be exposed to a greater potential
for loss in comparison to banks with lending operations in more developed countries. CIBIL does not presently
report information from retailers, utility companies and trade creditors and no other nationwide bureau of this
nature presently exists. The difficulties associated with the inability to accurately assess the value of collateral and
to enforce rights in respect of collateral, along with the absence of such accurate statistical, corporate and financial
information, may decrease the accuracy of our assessments of credit risk, thereby increasing the likelihood of
borrower default on our loan and decreasing the likelihood that we would be able to enforce any security in respect
of such a loan. The absence of reliable information, including audited financial statements, recognized debt rating
reports and credit histories relating to our present and prospective corporate borrowers or other customers makes
the assessment of credit risk, including the valuation of collateral, more difficult, especially for individuals and
small businesses.

If our screening processes prove to be inadequate, we may experience an increase in impaired advances and may
be required to increase our provision for defaulted advances. As a result, higher credit risk may expose us to
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greater potential losses, which may materially and adversely affect our business, prospects, financial condition
and results of operations.

59. External or internal fraud could adversely affect our reputation, business, results of operations and
financial condition.

In the past, we have experienced acts of fraud (as defined under the applicable RBI guidelines) committed by or
involving our customers/ employees/ third parties. Such acts could also bind us to transactions that exceed
authorized limits or present unacceptable risks or hiding unauthorized or unlawful activities from us. For fraud
matters reported by us to the RBI in the Fiscal 2018, 2019 and 2020 and in the six months ended September 30,
2020, see “Legal Proceedings” and “Financial Statements” on pages 310 and 323, respectively.

There is also a likelihood for employee misconduct, which could involve the improper use or disclosure of
confidential information, which could result in regulatory sanctions and serious reputational or financial harm,
including harm to our brand. It is not always possible to deter misconduct by employees and the precautions we
take and the systems we have put in place to prevent and deter such activities may not be effective in all cases.
Any instances of such misconduct or fraud could adversely affect our reputation, business, results of operations
and financial condition. Also see, “ — Weakness or failures of our internal control system may cause significant
operational errors, which may in turn materially and adversely affect our business.” on page 51.

60. We face restrictions on lending to large borrowers which may have a material adverse effect on our
business, financial condition and results of operations.

On June 3, 2019, the RBI released the Guidelines on Large Exposure Framework (“LEF”) applicable to all
scheduled commercial banks (other than regional rural banks) with a view to capture exposures and concentration
risks more accurately and to align the previous guidelines and instructions on Large Exposures Framework with
international norms, which superseded the previous circulars on large exposure framework. For further
information, see “Regulations and Policies” on page 246. From April 2019, in accordance with the LEF, our limits
for single borrowers and group of connected borrowers are 20.00% and 25.00% of our Tier 1 Capital funds. On
account of the COVID-19 pandemic and with a view to facilitate greater flow of resources to corporates borrowers,
the RBI vide notification dated May 23, 2020, increased the group exposure limit to 30% of the eligible capital
base of our Bank till June 30, 2021. These limits may be subjected to further changes and revisions in future.
These new regulations may have a material adverse effect on our business, cash flows, financial condition and
results of operations.

61. Our insurance coverage may be inadequate to cover claims. If we incur substantial uninsured loss or loss
that exceeds our insurance coverage, it could have a material adverse effect on our business, cash flows,
results of operations and financial condition.

While we are covered by a range of insurance that we believe is consistent with industry practice in India to cover
risks associated with our business, we cannot assure you that the existing coverage will insure our Bank
completely against all risks and losses that may arise in the future. We may not have insurance to cover all of the
risks associated with our business, as insurance coverage is either unavailable for certain risks or is prohibitively
expensive. In addition, even if such losses are insured, we may be compelled to contribute a substantial deductible
on any claim for recovery of such a loss, or the amount of the loss may exceed our coverage for the loss. In
addition, our insurance policies are generally subject to annual renewal, and our ability to renew these policies on
similar or otherwise acceptable terms, cannot be assured. If we incur a serious uninsured loss or a loss that
significantly exceeds the limits of our insurance policies, it could have a material adverse effect on our business,
cash flows, results of operations and financial condition.

62. Our contingent liabilities could materially and adversely affect our financial condition and results of
operations.

As of March 31, 2020, our Bank had contingent liabilities amounting to X 210,800.73 crore. The table below sets
forth the details of contingent liabilities:

. As of March 31, 2020
Particulars
R crore)
Claims against our Bank not acknowledged as debts 300.81
Disputed income tax and interest tax demands under appeals, references etc. 1,131.50]
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. As of March 31, 2020
Particulars
R crore)

Liability for partly paid investments 428.47
Liability on account on outstanding forward exchange contracts 154,146.29
Guarantees given on behalf of constituents:

(a) In India 37,913.14
(b) Outside India 1,398.56]
Acceptances, endorsements and other obligations 13,131.45
Other items for which the Bank is contingently liable 2,350.51
TOTAL 210,800.73

Most of the liabilities have been incurred in the normal course of business. If these contingent liabilities were to
fully materialize or materialize at a level higher than we expect, it may materially and adversely impact our
business, financial conditions, result of operations and prospects. If we are unable to recover payment from our
customers in respect of the commitments that we are called upon to fulfill, our business, financial condition, cash
flows, results of operations and prospects may be materially and adversely impacted.

63. Any non-compliance with law or unsatisfactory service by the third-party service providers engaged by us
for certain services could have an adverse impact on our business and results of operations.

We enter into outsourcing arrangements with third party vendors, separate employees and independent
contractors, in compliance with the RBI guidelines on outsourcing. These vendors, employees and contractors
provide various services including, among others, ATM/ card related services, business correspondents, facility
management services related to information technology, software services and call center services. We are also
dependent on various vendors for certain non-core elements of our operations including implementing IT
infrastructure and hardware, branch roll-outs, networking, managing our data center, and back-up support for
disaster recovery. As a result of outsourcing such services, we are exposed to various risks including strategic,
compliance, operational, legal and contractual risks. Any failure by a service provider to provide a specified
service or a breach in security/ confidentiality or non-compliance with legal and regulatory requirements, may
result in financial loss or loss of reputation. We cannot assure you that there will be no disruptions in the provision
of such services or that these third parties will adhere to their contractual obligation. If there is a disruption in the
third-party services, or if the third-party service providers discontinue their service agreement with us, our
business, financial condition and results of operations will be adversely affected. In case of any dispute, we cannot
assure you that the terms of such agreements will not be breached, which may result in litigation costs. Such
additional cost, in addition to the cost of entering into agreements with third parties in the same industry, may
materially and adversely affect our business, financial condition and results of operations. The “Guidelines on
Managing Risks and Code of Conduct in Outsourcing of Financial Services by Bank” issued by the RBI places
obligations on banks, its directors and senior management for ultimate responsibility for the outsourced activity.
Banks are required to provide prior approval for use of subcontractors by outsourced vendor and to review the
subcontracting arrangements and ensure that such arrangements are compliant with aforementioned RBI
guidelines. Legal risks, including actions being undertaken by the RBI, if our third-party service providers act
unethically or unlawfully, could materially and adversely affect our business, financial condition and results of
operations.

64. We face security risks, including denial of service attacks, hacking, social engineering attacks targeting
our colleagues and customers, malware intrusion or data corruption attempts, and identity theft that could
result in the disclosure of confidential information, adversely affect our business or reputation, and create
significant legal and financial exposure.

Our businesses rely on our secure processing, transmission, storage and retrieval of confidential, proprietary and
other information in our computer and data management systems and networks and in the computer and data
management systems and networks of third parties. To access our products and services, our customers may use
personal smartphones, tablets, laptops, PCs, and other mobile devices that are beyond our control systems and
subject to their own cybersecurity risks. Given our reliance and focus on technology and presence in diverse
geographies, our technologies, systems, networks, and our customers’ devices are subject to security risks and are
susceptible to cyber-attacks (such as, denial of service attacks, hacking, terrorist activities or identity theft) that
could negatively impact the confidentiality, integrity or availability of data pertaining to us or our customers,
which in turn may cause direct loss of money to our customers or to us, damage to our reputation and adversely
impact our business and financial results. Third parties with which we do business or that facilitate our business
activities could also be sources of operational and information security risk to us, including from breakdowns or

79



failures of their own systems or capacity constraints.

We, our customers, regulators and other third parties, including other financial services institutions and companies
engaged in data processing, have been subject to, and are likely to continue to be the target of, cyberattacks. These
cyber-attacks include computer viruses, malicious or destructive code, phishing attacks, denial of service or
information, ransomware, improper access by employees or vendors, attacks on personal email of employees,
ransom demands to not expose security vulnerabilities in our systems or the systems of third parties or other
security breaches that could result in the unauthorized release, gathering, monitoring, misuse, loss or destruction
of confidential, proprietary and other information of ours, our employees, our customers or of third parties,
damage our systems or otherwise materially disrupt our or our customers’ or other third parties’ network access
or business operations. Like many other large global financial institutions, we are also susceptible to denial of
services attack intended to disrupt customer access to our main portal. As cyber threats continue to evolve, we
may be required to expend significant additional resources to continue to modify or enhance our protective
measures or to investigate and remediate any information security vulnerabilities.

As technology is currently in a phase of rapid evolution and the methods used for cyber-attacks are changing
frequently or, in some cases, are not recognized until an actual attack, we may not be able to anticipate or to
implement effective preventive measures against all such security breaches. Further, circumstances such as the
COVID-19 pandemic requiring a large number of our employees to work from home may increase our
vulnerability to cyber-attacks. Cybersecurity risks for banking organizations have significantly increased in recent
years in part because of the proliferation of new technologies, and the use of the internet and telecommunications
technologies to conduct financial transactions. For example, cybersecurity risks may increase in the future as we
continue to increase our mobile-payment and other internet-based product offerings and expand our internal usage
of web-based products and applications. In addition, cybersecurity risks have significantly increased in recent
years in part due to the increased sophistication and activities of organized crime affiliates, terrorist organizations,
hostile foreign governments, disgruntled employees or vendors, activists and other external parties, including
those involved in corporate espionage. Even the most advanced internal control environment may be vulnerable
to compromise.

Targeted social engineering attacks and "spear phishing" attacks are becoming more sophisticated and are
extremely difficult to prevent. In such an attack, an attacker will attempt to fraudulently induce colleagues,
customers or other users of our systems to disclose sensitive information in order to gain access to its data or that
of its clients. Persistent attackers may succeed in penetrating defenses given enough resources, time, and motive.
The techniques used by cyber criminals change frequently, may not be recognized until launched and may not be
recognized until well after a breach has occurred. The risk of a security breach caused by a cyberattack at a vendor
or by unauthorized vendor access has also increased in recent years. Additionally, the existence of cyber-attacks
or security breaches at third-party vendors with access to our data may not be disclosed to us in a timely manner.

We also face indirect technology, cybersecurity and operational risks relating to clients and other third parties
with whom we do business or upon whom we rely to facilitate or enable our business activities, including, for
example, financial counterparties, regulators and providers of critical infrastructure such as internet access and
electrical power. As a result of increasing consolidation, interdependence and complexity of financial entities and
technology systems, a technology failure, cyber-attack or other information or security breach that significantly
degrades, deletes or compromises the systems or data of one or more financial entities could have a material
impact on counterparties or other market participants, including us. This consolidation, interconnectivity and
complexity increases the risk of operational failure, on both individual and industry-wide bases, as disparate
systems need to be integrated, often on an accelerated basis.

Any third-party technology failure, cyber-attack or other information or security breach, termination or constraint
could, among other things, adversely affect our ability to effect transactions, service our clients, manage our
exposure to risk or expand our business. Cyber-attacks or other information or security breaches, whether directed
at us or third parties, may result in a material loss or have material consequences. Furthermore, the public
perception that a cyber-attack on our systems has been successful, whether or not this perception is correct, may
damage our reputation with customers and third parties with whom we do business. Hacking of personal
information and identity theft risks, in particular, could cause serious reputational harm. A successful penetration
or circumvention of system security could cause us serious negative consequences, including our loss of customers
and business opportunities, costs associated with maintaining business relationships after an attack or breach;
significant business disruption to our operations and business, misappropriation, exposure, or destruction of our
confidential information, intellectual property, funds, and/or those of our customers; or damage to our computers
or systems, and could result in a violation of applicable privacy laws and other laws, litigation exposure, regulatory
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fines, penalties or intervention, loss of confidence in our security measures, reputational damage, reimbursement
or other compensatory costs, additional compliance costs, and could adversely impact our results of operations,
liquidity and financial condition. Our insurance coverage may be insufficient to cover all losses.

In view of the COVID-19 pandemic, work-from-home has been enabled for certain of our employees, other than
at the branches, which continue to function as banking is classified as an essential service. This may expose us to
risks arising on account of remote work environment, data security issues, increased cyber-attacks and availability
of critical functions and IT systems. Our customers could also be exposed to increased phishing and vishing
attacks that could result in a financial loss to them, and in turn lead to claims for compensation from the Bank or
reputation loss for the Bank.

65. If we are covered by RBI guidelines relating to prompt corrective action then our business, future financial
performance and results of operations could be materially and adversely affected.

On April 13, 2017, the RBI revised the Prompt Corrective Action (“PCA”) framework for banks. The new PCA
framework has stipulated thresholds for capital ratios, non-performing assets, profitability and leverage for banks.
When the PCA framework is triggered, the RBI would have a range of discretionary actions it can take in addition
to the mandatory actions mentioned in the PCA. These discretionary actions include conducting supervisory
meetings, advising banks’ boards for altering business strategy, review of capital planning, restricting staff
expansion, removing of managerial persons and recommend superseding the Board, as per the classification of
different risk threshold. If we trigger any risk threshold under the PCA framework, it could materially and
adversely affect our business, future financial performance and results of operations.

66. Uncertainty about the future of LIBOR may adversely affect the Bank’s business.

On July 27, 2017, the Chief Executive of the United Kingdom Financial Conduct Authority, which regulates the
London Interbank Offered Rate (“LIBOR”), announced that it intends to stop persuading or compelling banks to
submit rates for the calculation of LIBOR to the administrator of LIBOR after 2021. In June 2019, the Financial
Conduct Authority asked banks and markets to stop using the LIBOR as a basis for pricing contracts. These
announcements indicate that the continuation of LIBOR on the current basis cannot and will not be guaranteed
after 2021. It is impossible to predict whether and to what extent banks will continue to provide LIBOR
submissions to the administrator of LIBOR or whether any additional reforms to LIBOR may be enacted in the
United Kingdom or elsewhere. At this time, no consensus exists as to what rate or rates may become accepted
alternatives to LIBOR and it is impossible to predict the effect of any such alternatives on the value of LIBOR-
based securities and variable rate loans or other financial arrangements, given LIBOR’s role in determining market
interest rates globally. Uncertainty as to the nature of alternative reference rates and as to potential changes or
other reforms to LIBOR may adversely affect LIBOR rates and other interest rates. In the event that a published
LIBOR rate is unavailable after 2021, the value of such securities, loans or other financial arrangements may be
adversely affected, and, to the extent that the Bank is the issuer of or obligor under any such instruments or
arrangements, the Bank’s cost thereunder may increase. Currently, the manner and impact of this transition and
related developments, as well as the effect of these developments on the Bank’s funding costs, investment and
trading securities portfolios and business, is uncertain.

67. As the Gol controls a majority of our issued share capital, its public policy decisions may impact our
strategy and operations.

The Gol controls a majority of our Bank’s issued share capital. As of September 30, 2020, the Gol directly held
85.59% of our Bank’s issued and paid up share capital. Although historically we have enjoyed certain autonomy
from the Gol in the management of our affairs and strategic direction, as its controlling shareholder, the Gol is
able to exercise effective control over our Bank.

The Banking Companies Act mandates that the Gol’s shareholding in our Bank cannot fall below 51.00%. This
requirement could result in restrictions in our equity capital raising efforts as the Gol may not be able to fund any
further investments that would allow it simultaneously to maintain its stake at a minimum of 51.00% and seek
funding from the capital markets. As the Indian economy grows, more businesses and individuals will require
capital financing. In order to meet and sustain increasing levels of growth in capital demand, we will need to
accrete our capital base, whether through organic growth or capital market financing schemes. If we are unable to
grow our capital base in step with demand, our business, financial prospects and profitability may be materially
and adversely affected. Further, the approval issued by the Department of Financial Services, Ministry of Finance,
Government of India to our Bank dated October 28, 2020 in relation to the Issue, requires us to raise capital in
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such a way that Gol’s shareholding does not fall below 52.00%.

68. Significant security breaches of our computer systems and network infrastructure could adversely impact
our business.

We seek to protect our computer systems and network infrastructure including ATMs from physical break-ins as
well as security breaches and other disruptive problems caused by our increased use of the internet. Computer
break-ins and power disruptions could affect the security of information stored in and transmitted through these
computer systems and network infrastructure. There may be areas in the system that have not been properly
protected from security breaches and other attacks. We employ security systems, including advance threat defense
systems, sophisticated threat management systems and password encryption, designed to minimize the risk of
security breaches. Although we intend to continue to implement security technology and establish operational
procedures to prevent break-ins, damage and failures, there can be no assurance that these security measures will
be adequate or successful.

For instance, the RBI, on November 30, 2018, filed a criminal complaint under section 200 of the Code of Criminal
Procedure, 1973 read with section 47 of the Banking Regulation Act (“Criminal Complaint”), before the Court
of Metropolitan Magistrate, Patiala House Courts, New Delhi (“Metropolitan Magistrate”), seeking prosecution
against our Bank including our Bank’s directors and certain other employees, under section 46 of the Banking
Regulation Act read with section 120B of the Indian Penal Code, 1860. The complaint made by the RBI was
regarding the detailed inspection conducted by the RBI during the period between February 8, 2016 to February
12, 2016, in respect of the system and procedures of information technology aspects (“IT”) being followed in our
Bank including IT operations, information security, IS/IT audit function and extent of IT risk assessment. The
inspection was carried out pursuant to RBI’s order dated January 29, 2016. In the complaint, the RBI alleged that
our Bank and other accused persons wilfully made false and misleading statements and furnished false information
regarding the implementation of core banking software (“CBS”) and integration of the SWIFT system with CBS.
The RBI, in its IT examination reports dated June 6, 2016 and progress report dated June 27, 2017, indicated
failure of our Bank in integrating SWIFT system with CBS and introducing Straight Through Processing (“STP”’)
interface between SWIFT messages and the CBS. Further the RBI alleged that CBS was not integrated with many
critical applications and there was no online integration of SWIFT with CBS. The matter is presently pending
before the Metropolitan Magistrate. Moreover, our Bank has also filed a petition under Section 482 of the Code
of Criminal Procedure 1973, before the Delhi High Court, for quashing of the Criminal Complaint, wherein a stay
was granted by the Delhi High Court till final order. Presently the matter is pending before the Delhi High Court.
For further information, see “Legal Proceedings” on page 310.

Further, RBI has observed certain vulnerabilities in our cyber security framework, which may expose us to cyber
security risks, and has in the past observed certain non-compliances relating to risk-based transaction monitoring
requirements prescribed by RBI under its Cyber Security Framework. Failed security measures or failure to adhere
with the cyber security policy under the Cyber Security Framework issued by the RBI or inadequate focus in
addressing major issues such as those relating to implementation of risk management system, increase in reported
frauds, absence of straight through processing in critical systems and their integration with CBS, inadequate
collateral management and delayed compliance in implementing the observations of the risk assessment reports,
could have a material adverse effect on our business and operations, our future financial performance and the
trading price of the Equity Shares. Our business operations are based on a high volume of transactions. Although
we take measures to safeguard against systems related and other fraud, there can be no assurance that we will be
able to prevent fraud. Our reputation could be adversely affected by significant fraud committed by employees,
customers or outsiders.

69. Our intellectual property rights may be subject to infringement or we may breach third party intellectual
property rights.

We have established a strong brand, “PNB” which is registered under various classes of the Trademarks Act,
1999, as amended, as well as under the (Indian) Copyright Act, 1957, as amended. We have also applied for
certain intellectual property registrations. We are subject to the risk of brand dilution and consequently, loss of
revenue in case of any misuse of our brand name by our agents or any third party. As such, any damage to our
reputation or that of the “PNB” brand name, could substantially impair our ability to maintain or grow our
business, or materially and adversely affect our business, financial condition, results of operation and prospects.
If we fail to maintain this brand recognition with our target customers due to any issues with our product offerings,
a deterioration in service quality, or otherwise, or if any premium in value attributed to our business or to the
brands under which our services are provided declines, market perception and customer acceptance of our brands
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may also decline. We also enter into partnerships with external organizations over which we have limited control.
Any negative news affecting such external organizations might also affect our reputation and brand value. In such
an event, we may not be able to compete for customers effectively, and our business, financial condition and
growth prospects may be materially and adversely affected.

In addition, we cannot guarantee that there shall be no infringement and unauthorized use of our intellectual
property by third parties, including by our competitors. We may also be subject to claims brought by third parties,
regarding alleged unauthorized use of their trademark or perceived breach of any intellectual property rights
registered by such third parties. Any legal proceedings pursuant to such claims may divert management attention
and require us to pay financial compensation to such third parties, as determined by a court of competent
jurisdiction. If we are unable to obtain or maintain these registrations, it may adversely affect our competitive
business position. This may affect our brand value and consequently our business, financial condition, results of
operations and prospects may be adversely affected.

70. Increasing regulatory focus on personal information protection could impact our business and expose us
to increased liability.

Regulators in various jurisdictions are increasingly scrutinizing how companies collect, process, use, store, share
and transmit personal data. This increased scrutiny may result in new interpretations of existing laws, thereby
further impacting our business. Recent regulations, such as the General Data Protection Regulation, which went
into effect in the European Union (“EU”) on May 25, 2018, applies to the collection, use, retention, security,
processing, and transfer of personally identifiable information of residents of EU countries. In India, the
Supreme Court, in a judgment delivered on August 24, 2017, has held that the right to privacy is a fundamental
right. Following this judgment, the Government of India is considering enactment of Personal Data Protection
Bill, 2019 (“Data Protection Bill”) for implementing organizational and technical measures in processing
personal data and lays down norms for cross-border transfer of personal data and to ensure the accountability of
entities processing personal data. The enactment of the Data Protection Bill may introduce stricter data
protection norms for a company such as us and may impact our processes. The RBI has also issued a circular on
the procedure of storage of payment systems data, to ensure that data, relating to payment systems operated by
us is stored only in India. Any failure, or perceived failure, by us to comply with any applicable regulatory
requirements, including but not limited to privacy, data protection, information security, or consumer protection-
related privacy laws and regulations, could result in proceedings or actions against us by governmental entities
or individuals, subject us to fines, penalties, and/or judgments, or otherwise adversely affect our business, as our
reputation could be negatively impacted.

71. Statistical and industry data in this Placement Document may be incomplete or unreliable.

Statistical and industry data used throughout this Placement Document has been obtained from various
government and industry publications. While we believe that the information contained has been obtained from
sources that are reliable, but neither we nor the Book Running Lead Managers have independently verified it and
the accuracy and completeness of this information is not guaranteed and its reliability cannot be assured. The
market and industry data used from these sources may have been reclassified by us for purposes of presentation.
In addition, market and industry data relating to India, its economy or its industries may be produced on different
bases from those used in other countries. As a result, data from other market sources may not be comparable. The
extent to which the market and industry data presented in this Placement Document is meaningful will depend
upon the reader’s familiarity with and understanding of the methodologies used in compiling such data. Statements
from third parties that involve estimates are subject to change, and actual amounts may differ materially from
those included in this Placement Document. Such data involves risks, uncertainties and numerous assumptions
and is subject to change based on various factors. Accordingly, investment decisions should not be based on such
information.

72. We and our customers may engage in certain transactions in or with countries or persons that are subject
to international economic sanctions.

Various international jurisdictions, including the United States and the United Kingdom, restrict investments or
otherwise doing business in or with certain countries or territories and with certain persons or businesses that have
been specially designated by such government agencies. Other governments and international or regional

organizations also administer similar economic sanctions.

Through our foreign branches and our international operations, we may provide various services to customers
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doing business with, or located in, countries to which certain economic sanctions apply. Although we believe we
have compliance systems in place that are sufficient to block prohibited transactions, and we have not been notified
that any penalties or other measures will be imposed on us, there can be no assurance that we will be able to fully
monitor all of our transactions for any potential violation.

There can be no assurance that our future business will be free of risk under sanctions implemented by these
jurisdictions or that we will be able to conform our business operations to the expectations and requirements of
such international regulatory agencies that do not have jurisdiction over our business but nevertheless assert the
right to impose sanctions on an extraterritorial basis. Further, investors in the Equity Shares could incur
reputational or other risks as a result of our or our customers’ dealings in or with sanctioned countries or with
persons that are the subject of such sanctions.

73. Our results of operations are dependent on macro-economic developments and other market factors, and
any such developments cause our results of operations to fluctuate or decline from period to period.

Our business is subject to a number of macro-economic factors that are outside of our control, and can lead to
business and financial losses in the future, including growth in GDP, inflation, fiscal deficits, disposable household
income in India, international and domestic political and economic conditions, fiscal and monetary policies of
governments and central banks, and changes in interest rates. As a result of (i) the volatility of these macro-
economic factors, including exchange rates and interest rates, (ii) provisions we make from period to period for
non-performing assets, commitments and contingencies (such as for letters of credit and bank guarantees), (iii)
volatility in our trading operations, our results of operations have varied from period to period in the past and may
fluctuate or decrease in the future due to these and other factors. Such fluctuations may also adversely affect our
liquidity. These factors may also make period-to-period comparisons of our operating results less meaningful than
they would be for a business that is not as significantly affected by such factors. Any adverse development in
India or global macro-economic conditions could have a material adverse effect on our business, financial
condition, results of operations or prospects.

74. Compliance with provisions of Foreign Account Tax Compliance Act may affect payments on the Equity
Shares.

The U.S. “Foreign Account Tax Compliance Act” (or “FATCA”) imposes a new reporting regime and potentially,
imposes a 30% withholding tax on certain “foreign passthru payments” made by certain non-U.S. financial
institutions (including intermediaries).

If payments on the Equity Shares are made by such non-U.S. financial institutions (including intermediaries), this
withholding may be imposed on such payments if made to any non-U.S. financial institution (including an
intermediary) that is not otherwise exempt from FATCA or other holders who do not provide sufficient identifying
information to the payer, to the extent such payments are considered “foreign passthru payments”. Under current
guidance, the term “foreign passthru payment” is not defined and it is therefore not clear whether and to what
extent payments on the Equity Shares would be considered “foreign passthru payments”. The United States has
entered into intergovernmental agreements with many jurisdictions (including India) that modify the FATCA
withholding regime described above. It is not yet clear how the intergovernmental agreements between the United
States and these jurisdictions will address “foreign passthru payments” and whether such agreements will require
us or other financial institutions to withhold or report on payments on the Equity Shares to the extent they are
treated as “foreign passthru payments”. Prospective investors should consult their tax advisors regarding the
consequences of FATCA, or any intergovernmental agreement or non-U.S. legislation implementing FATCA, to
their investment in Equity Shares.

75. U.S. holders should consider the impact of the passive foreign investment company rules in connection
with an investment in our Equity Shares.

A foreign corporation will be treated as a passive foreign investment company (“PFIC”) for U.S. federal income
tax purposes for any taxable year in which either: (i) at least 75% of its gross income is “passive income” or (ii)
at least 50% of its gross assets during the taxable year (based on of the quarterly values of the assets during a
taxable year) are “passive assets,” which generally means that they produce passive income or are held for the
production of passive income.

The Bank does not believe it was a PFIC for the fiscal quarter ending September 30, 2020 and does not expect to
be a PFIC for the current year or any future years. Special rules treat certain interest and certain types of investment
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income earned by foreign active banks as active income. In 2019 the U.S. Treasury Department proposed PFIC
regulations applicable to foreign banks (the “2019 PFIC Proposed Regulations”). The 2019 PFIC Proposed
Regulations generally provide that passive income includes income of a kind that would be foreign personal
holding company income, as defined in Internal Revenue Code § 954, which generally provides exceptions for
income derived in an active banking business that would otherwise be categorized as passive income. The Bank
believes that it meets the qualification as an active banking business and that the Code § 954 active banking
exceptions apply. However, there can be no assurances that the 2019 PFIC Proposed Regulations will be finalized
in their current form, and their application is unclear in certain respects. Furthermore, the Bank’s PFIC status for
any taxable year is an annual determination that will depend on the composition of its income and assets and the
value of its assets in any given year. Therefore, there can be no assurance that the Bank will not be a PFIC for any
taxable year. If the Bank is a PFIC for any taxable year during which a U.S. investor owns Equity Shares, certain
adverse U.S. federal income tax consequences could apply to such U.S. investor. See “Taxation—Certain U.S.
Federal Income Tax Considerations” on page 292.

76. Your holdings may be diluted by additional issuances of equity and any dilution may adversely affect the
market prices of our Equity Shares.

We may conduct additional equity offerings to fund the growth of our business, including our international
operations, or our other Subsidiaries. We constantly evaluate different financing options and any future issuance
of Equity Shares would dilute the positions of investors in Equity Shares and could adversely affect the market
prices of our Equity Shares.

RISKS RELATING TO INDIA

77. Political instability or changes in the Government could adversely affect economic conditions in India and
consequently our business.

Our performance and the market price and liquidity of the Equity Shares may be affected by changes in exchange
rates and controls, interest rates, government policies, taxation, social and ethnic instability and other political and
economic developments affecting India. The Gol has traditionally exercised and continues to exercise a significant
influence over many aspects of the economy. The business of our Bank, and the market price and liquidity of the
Equity Shares may be affected by changes in Gol policy, taxation, social and civil unrest and other political,
economic or other developments in or affecting India.

Since 1991, successive Indian governments have pursued policies of economic liberalisation, financial sector
reforms including significantly relaxing restrictions on the private sector. The governments have usually been
multi-party coalitions with differing agendas. Any political instability could affect the rate of economic
liberalisation and the specific laws and policies affecting foreign investment. Other matters affecting investment
in the Equity Shares could change as well. A significant change in India’s economic liberalisation and deregulation
policies could adversely affect business and economic conditions in India generally, and our business in particular,
if any new restrictions on the private sector are introduced or if existing restrictions are increased.

78. Financial instability, economic developments and volatility in securities markets in other countries may
also cause the price of the Equity Shares to decline.

The Indian market and the Indian economy are influenced by economic and market conditions in other countries,
particularly emerging market countries in Asia. Although economic conditions are different in each country,
investors’ reactions to developments in one country can have adverse effects on the securities of companies in
other countries, including India. A loss of investor confidence in the financial systems of other emerging markets
and countries where the Bank has established operations or any worldwide financial instability may cause
volatility in Indian financial markets and adversely affect the Indian economy, directly or indirectly, such as
through movements of exchange rates and interest rates in India. The occurrence of any financial disruptions may
have an adverse effect on the Bank’s cost of funding, loan portfolio, business, future financial performance and
the trading price of the Equity Shares. In particular, in February 2020, the COVID-19 pandemic caused stock
markets worldwide to lose significant value and impacted economic activity in Asia and worldwide. A number of
governments revised GDP growth forecasts for fiscal 2020 downward in response to the economic slowdown
caused by the outbreak of the COVID-19 pandemic, and it is possible that the COVID-19 pandemic will cause a
prolonged global economic crisis or recession.
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Developments in the Eurozone, including concerns regarding large budget deficits, rising public debts in Europe,
sovereign debt default, negotiations between the United Kingdom and European policymakers following the
withdrawal of the United Kingdom from the European Union, the exit of any other country from the European
Union, recessionary economic conditions as well as concerns related to the impact of tightening monetary policy
in the United States and a trade war between large economies may lead to increased risk aversion and volatility
in global capital markets. Financial markets and the supply of credit could continue to be negatively impacted by
ongoing concerns surrounding the sovereign debts and/or fiscal deficits of several countries in Europe, the
possibility of further downgrades of, or defaults on, sovereign debt, concerns about a slowdown in growth in
certain economies and uncertainties regarding the stability and overall standing of the European Monetary Union.
Trade tensions between the U.S. and major trading partners, most notably China, continue to escalate following
the introduction of a series of tariff measures in both countries. China’s policy response to these trade measures
presents a degree of uncertainty. This may also impact other emerging markets, primarily in Asia and could
undermine efforts to address already high debt levels and increase medium-term risks.

These and other related events such as concerns over recession, inflation or deflation, energy costs, geopolitical
issues, slowdown in economic growth in China and Renminbi devaluation, commodity prices and the availability
and cost of credit may have had a significant impact on the global credit and financial markets as a whole,
including reduced liquidity, greater volatility, widening of credit spreads and a lack of price transparency in the
United States and global credit and financial markets. A lack of clarity over the process for managing the exit and
uncertainties surrounding the economic impact could lead to a further slowdown and instability in financial
markets. In addition, any increase in interest rates by the United States Federal Reserve will lead to an increase in
the borrowing costs in the United States which may in turn impact global borrowing as well. This and any
prolonged financial crisis may have an adverse impact on the Indian economy, and in turn on our business,
financial condition and results of operations.

In response to these and other developments, legislators and financial regulators in the United States and other
jurisdictions, including India, implemented a number of policy measures designed to add stability to the financial
markets. See “Regulations and Policies in India” on page 246. However, the overall long-term impact of these
and other legislative and regulatory efforts on the global financial markets is uncertain, and they may not have
had the intended stabilizing effects. Any significant financial disruption in the future could have an adverse effect
on the Bank’s cost of funding, loan portfolio, business, future financial performance and the trading price of the
Equity Shares. Adverse economic developments overseas in countries where the Bank has operations could have
a material adverse impact on the Bank and the trading price of the Equity Shares.

Investors should be aware that there is a recent history of financial crises and boom-bust cycles in multiple markets
in both emerging and developed economies which leads to risks for all financial institutions, including our Bank.
We remain subject to the indirect economic effect of any potential tightening in global credit conditions, some of
which cannot be anticipated and the vast majority of which are not under our control. We also remain subject to
counterparty risk arising from financial institutions that can fail or are otherwise unable to meet their obligations
under their contractual commitment to us.

79. Current account deficits, including trade deficits, and capital flow and exchange rate volatility could
adversely affect our business and the prices of our equity shares.

India’s trade relationships with other countries and its trade deficit, may adversely affect Indian economic
conditions and the exchange rate for the rupee. The current account deficit increased in Fiscal 2018 to 1.9% of
India’s gross domestic product and further to 2.2% in Fiscal 2019, following the increase in global prices of crude
oil and other commodities, combined with the growth in non-oil imports. Exchange rates are impacted by a number
of factors including volatility of international capital markets, interest rates and monetary policy stance in
developed economies like the United States, level of inflation and interest rates in India, the balance of payment
position and trends in economic activity. Rising volatility in capital flows due to changes in monetary policy in
the United States or other economies or a reduction in risk appetite or increase in risk aversion among global
investors and consequent reduction in global liquidity may impact the Indian economy and financial markets.
Following the outbreak of the COVID-19 pandemic, there was a significant outflow of foreign portfolio
investments from Indian equity and debt markets during the three months ended March 31, 2020, and the Indian
rupee depreciated by 5.6% vis-a-vis the U.S. dollar during the quarter to end at ¥ 75.39 per U.S. dollar at March
31, 2020. During the three months ended June 30, 2020, the exchange rate depreciated further to reach a high X
76.95 per U.S. dollar on April 21, 2020, and subsequently eased in the remaining part of the quarter to ¥ 75.53
per U.S. dollar at June 30, 2020. If current account and trade deficits increase, or are no longer manageable because
of factors impacting the trade deficit like a significant rise in global crude oil prices or otherwise, the Indian
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economy, and therefore our business, our financial performance and the prices of our equity shares could be
adversely affected. Any reduction of or increase in the volatility of capital flows may impact the Indian economy
and financial markets and increase the complexity and uncertainty in monetary policy decisions in India, leading
to volatility in inflation and interest rates in India, which could also adversely impact our business, our financial
performance, our stockholders’ equity, and the prices of our equity shares.

Further, any increased intervention in the foreign exchange market or other measures by the RBI to control the
volatility of the exchange rate, may result in a decline in India’s foreign exchange reserves and reduced liquidity
and higher interest rates in the Indian economy. For instance, following the depreciation of the rupee between
August 2018 and October 2018, the RBI implemented several measures including, intervention in the foreign
exchange market, which resulted in a temporary decline in foreign exchange reserves. Prolonged periods of
volatility in exchange rates, reduced liquidity and high interest rates could adversely affect our business, our future
financial performance and the prices of our equity shares. A sharp depreciation in the exchange rate may also
impact some corporate borrowers having foreign currency obligations that are not fully hedged.

80. A decline in India’s foreign exchange reserves may affect liquidity and interest rates in the Indian
economy, which could have an adverse impact on the Bank. A rapid decrease in reserves would also create
a risk of higher interest rates and a consequent slowdown in growth.

A decline in India’s foreign exchange reserves could result in reduced liquidity and higher interest rates in the
Indian economy as well as an adverse effect on the valuation of the Rupee. Flows to foreign exchange reserves in
India have been volatile in the past and may continue to be volatile in the future. Foreign exchange reserves
increased by US$ 369.96 billion from Fiscal 2017 to US$ 424 billion in Fiscal 2018. In Fiscal 2019, foreign
exchange reserves diminished by US $12 billion to US $412 billion. However, in Fiscal 2020, foreign exchange
reserves increased by US$ 64 billion to US$ 476 billion.

Declines in foreign exchange reserves could adversely affect the valuation of the Rupee and could result in reduced
liquidity and higher interest rates that could adversely affect the future financial performance of the Bank and the
trading price of the Equity Shares.

81. Financial difficulty and other problems in certain financial institutions in India could materially adversely
affect our business and the price of our Equity Shares.

We are exposed to the risks of the Indian financial system by being a part of the system. The financial difficulties
faced by certain Indian financial institutions could materially adversely affect our business because the
commercial soundness of many financial institutions may be closely related as a result of credit, trading, clearing
or other relationships. Such “systemic risk”, may materially adversely affect financial intermediaries, such as
clearing agencies, banks, securities firms and exchanges with which we interact on a daily basis. Any such
difficulties or instability of the Indian financial system in general could create an adverse market perception about
Indian financial institutions and banks and materially adversely affect our business. Our transactions with these
financial institutions expose us to various risks in the event of default by a counterparty, which can be exacerbated
during periods of market illiquidity.

82. The Indian tax regime is currently undergoing substantial changes which could adversely affect the
Bank’s business and the trading price of the Equity Shares.

The Goods and Service Tax (“GST”) that was implemented with effect from July 1, 2017 combines taxes and
levies by the Gol and state governments into a unified rate structure, and replaces indirect taxes on goods and
services such as central excise duty, service tax, customs duty, central sales tax, VAT, cess and surcharge and
excise that are currently being collected by the Gol and state governments. GST is expected to increase tax
incidence and administrative compliance for banks. Due to direct dependence on policies of the government, we
are unable to provide any assurance on the aspects of the tax regime following implementation of the GST. The
implementation of this rationalized tax structure may be affected by any disagreement between certain state
governments, which may create uncertainty. The tax rate for goods and service tax under the GST regime is higher
than the service tax rate that was applicable, affecting our profitability to some extent. Additionally, since the GST
is a newly implemented legislation, it is subject to various challenges, which may require issue of clarifications
from time to time by the relevant authorities. We cannot assure you that pending receipt of such clarification, our
business, financial condition and results of operation may not be adversely affected due to GST.

Furthermore, the GST has reduced the taxation threshold such that companies with an aggregate turnover
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exceeding X 2 million are now liable for GST. Aggregate turnover would be computed on an all-India basis and
shall include both exempted and non-taxable supplies. Import and inter-state supplies shall be taxable without any
thresh-old limit. Further, central registration has been replaced with state registration, resulting in additional
compliance requirements for the SME sector. With the introduction of GST, any major impact on the SME and
MSME sector may have a material effect on our business, results of operations and financial conditions.

The Government of India has made it mandatory for business establishments with turnover above a certain size
to offer digital modes of payment from November 2019, with no charges being levied on the customers or the
merchants by banks and payment service providers. Such measures could adversely impact the Bank’s income
streams in the future and adversely affect its financial performance.

As regards GAAR, the provisions of Chapter X-A (sections 95 to 102) of the Income Tax Act, 1961, are applicable
from assessment year 2019 (Fiscal 2018) onwards. The GAAR provisions intend to declare an arrangement as an
“impermissible avoidance arrangement”, if the main purpose or one of the main purposes of such arrangement is
to obtain a tax benefit, and satisfies at least one of the following tests (i) creates rights, or obligations, which are
not ordinarily created between persons dealing at arm’s length; (ii) results, directly or indirectly, in misuse, or
abuse, of the provisions of the Income Tax Act, 1961; (iii) lacks commercial substance or is deemed to lack
commercial substance, in whole or in part; or (iv) is entered into, or carried out, by means, or in a manner, that is
not ordinarily engaged for bona fide purposes. If GAAR provisions are invoked, the tax authorities will have wider
powers, including denial of tax benefit or a benefit under a tax treaty. In the absence of any precedents on the
subject, the application of these provisions is uncertain. As the taxation regime in India is undergoing a significant
overhaul, its consequent effects on the banking system cannot be determined at present and there can be no
assurance that such effects would not adversely affect our business, future financial performance and the trading
price of the Equity Shares.

83. Changing laws, rules and regulations and legal uncertainties, including adverse application of corporate
and tax laws, may adversely affect our business, prospects, results of operations and, financial condition.

Our business and financial performance could be adversely affected by changes in law or interpretations of
existing, or the promulgation of new, laws, rules and regulations in India applicable to us and our business. There
can be no assurance that the central or the state governments may not implement new regulations and policies
which will require us to obtain approvals and licenses from the governments and other regulatory bodies or impose
onerous requirements and conditions on our operations.

Uncertainty in the applicability, interpretation or implementation of any amendment to, or change in, governing
law, regulation or policy in the jurisdictions in which we operate, including by reason of an absence, or a limited
body, of administrative or judicial precedent may be time consuming as well as costly for us to resolve and may
impact the viability of our current business or restrict our ability to grow our business in the future.

84. Our ability to borrow foreign capital may be constrained by Indian law.

As an Indian bank regulated by the RBI, we are subject to exchange controls that regulate borrowing in foreign
currencies. Such regulatory restrictions could constrain our ability to obtain financings on competitive terms and
refinance existing indebtedness. In addition, we cannot assure you that any required regulatory approvals for
borrowing in foreign currencies will be granted to us without onerous conditions, or at all. Limitations on foreign
debt may have an adverse effect on our business growth, financial condition and results of operations.

85. A third party could be prevented from acquiring control over us because of the anti-takeover provisions
under Indian law and the provisions of the Banking Companies Act.

There are provisions in Indian law that may delay, deter or prevent a future takeover or change in control of our
Bank even if a change in control would result in the purchase of your Equity Shares at a premium to the market
price or would otherwise be beneficial to you. These provisions may discourage or prevent certain types of
transactions involving actual or threatened change in control of us. Under the Takeover Regulations, an acquirer
has been defined as any person who, directly or indirectly, acquires or agrees to acquire shares or voting rights or
control over a company, whether individually or acting in concert with others. Further, under the Banking
Companies Act and the Banking Regulations Act, any investment in a nationalized bank exceeding the prescribed
limits is subject to regulatory approval. Although these provisions have been formulated to ensure that interests
of investors/shareholders are protected, these provisions may also discourage a third party from attempting to take
control of our Bank. Consequently, even if a potential takeover of our Bank would result in the purchase of the
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Equity Shares at a premium to their market price or would otherwise be beneficial to our Shareholders, such a
takeover may not be attempted or consummated because of the takeover regulations.

86. It may not be possible for investors to enforce any judgment obtained outside India against us, the
Placement Agents or any of their directors and executive officers in India respectively, except by way of a
law suit in India.

The enforcement of civil liabilities by overseas investors in the Equity Shares, including the ability to effect
service of process and to enforce judgments obtained in courts outside of India may be adversely affected by the
fact that the Bank is incorporated under the laws of the Republic of India and all of its executive officers and
directors reside in India. As a result, it may be difficult to enforce the service of process upon the Bank and any
of these persons outside of India or to enforce outside of India, judgments obtained against the Bank and these
persons in courts outside of India.

India is not a signatory to the Hague Convention on the Recognition and Enforcement of Foreign Judgments in
Civil and Commercial Matters, 1971 or to any multilateral international treaty in relation to the recognition and
enforcement of foreign judgments. Recognition and enforcement of foreign judgments is provided for under
Section 13, 14 and Section 44A of the Code of Civil Procedure, 1908 (“Civil Code”) on a statutory basis. Section
44A of the Civil Code provides that where a certified copy of a decree/ foreign judgment of any superior court,
within the meaning of that Section, in any country or territory outside India which the Government has by
notification declared to be in a reciprocating territory, it may be enforced in India by proceedings in execution as
if the judgment had been rendered by a relevant court in India. However, Section 44A of the Civil Code is
applicable only to monetary decrees not being in the nature of amounts payable in respect of taxes, other charges
of a like nature or in respect of a fine or other penalties and does not apply to arbitration awards.

The United Kingdom, United Arab Emirates, Singapore and Hong Kong, among others, have been declared by
the Government to be reciprocating territories for the purposes of Section 44A of the Civil Code. The United
States has not been declared by the Government of India to be a reciprocating territory for the purposes of Section
44A of the Civil Code. A judgment of a court of a country which is not a reciprocating territory may be enforced
in India only by a new suit upon the judgment under Section 13 of the Civil Code, and not by proceedings in
execution. Section 13 of the Civil Code provides that foreign judgments shall be conclusive regarding any matter
directly adjudicated upon except: (i) where the judgment has not been pronounced by a court of competent
jurisdiction; (ii) where the judgment has not been given on the merits of the case; (iii) where it appears on the face
of the proceedings that the judgment is founded on an incorrect view of international law or refusal to recognize
the law of India in cases to which such law is applicable; (iv) where the proceedings in which the judgment was
obtained were opposed to natural justice; (v) where the judgment has been obtained by fraud; or (vi) where the
judgment sustains a claim founded on a breach of any law then in force in India. The suit must be brought in India
within three years from the date of judgment in the same manner as any other suit filed to enforce a civil liability
in India.

It may be unlikely that a court in India would award damages on the same basis as a foreign court if an action is
brought in India. Furthermore, it may be unlikely that an Indian court would enforce foreign judgments if it viewed
the amount of damages awarded as excessive or inconsistent with public policy in India, and it is uncertain whether
an Indian court would enforce foreign judgments that would contravene or violate Indian Law. A party seeking to
enforce a foreign judgment in India is required to obtain prior approval from the RBI under FEMA to repatriate
any amount recovered pursuant to execution and any such amount may be subject to income tax in accordance
with applicable laws. Any judgment or award in a foreign currency would be converted into Indian Rupees on the
date of the judgment or award and not on the date of the payment. Our Bank and the Book Running Lead Managers
cannot predict whether a suit brought in an Indian court will be disposed of in a timely manner or be subject to
considerable delays.

87. Inflation in India could have an adverse effect on our profitability and if significant, on our financial
condition.

In recent months, consumer and wholesale prices in India have exhibited subdued inflationary trends, as the result
of a decrease in crude oil prices, lower international commodity prices, and lower domestic food prices. The
Consumer Price Index declined from 3.6% (average) in Fiscal 2018 to 3.4% (average) in Fiscal 2019 and increased
to 5.84% (average) in Fiscal 2020. On the heels of a prolonged 8-quarter slowdown, GDP growth in India slumped
to its lowest level since the global financial crisis (GFC) to 4.2 per cent in 2019-20, with Q4:2019-20 growth (y-
0-y) at 3.1 per cent turning out to be lowest in the history of the current (2011-12 based) GDP series (Source: RBI
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— Financial Stability Report, July 2020). Although the RBI has enacted certain policy measures designed to curb
inflation, these policies may not be successful. Continued high rates of inflation may increase our expenses related
to salaries or wages payable to our employees or any other expenses. There can be no assurance that we will be
able to pass on any additional expenses to our customers or that our revenue will increase proportionately
corresponding to such inflation. Accordingly, high rates of inflation in India could have an adverse effect on our
profitability and, if significant, on our financial condition.

88. The occurrence of natural or man-made disasters could adversely affect our results of operations, cash
flows and financial condition. Hostilities, terrorist attacks, civil unrest and other acts of violence could
adversely affect the financial markets and our business.

India has experienced natural calamities such as earthquakes, floods and drought in the recent past, with the most
recent example being the global outbreak of COVID-19 described above. The extent and severity of these natural
disasters determine their impact on the Indian economy. For example, in fiscals 2015 and 2016, many parts of
India received significantly less than normal rainfall, which significantly impacted the performance of the
agricultural sector. An erratic monsoon season could also adversely affect sowing operations for certain crops and
result in a decline in the growth rate of the agricultural sector. Prolonged spells of below-normal rainfall in the
country or other natural calamities could have a negative impact on the Indian economy, adversely affecting the
Bank’s business and potentially causing the trading price of the Equity Shares to decrease. For example, recent
floods in the Indian state of Kerala led to the dislocation of the local population, which had have affected normal
functioning of the branches located in that particular region.

In addition, influenza A HSN1 has had a profound effect on the poultry industry and Nipah virus encephalitis, is
an emerging infectious disease of public health importance in Asia. India’s southern state of Kerala was put under
a lot of stress in May 2018 due to an outbreak of the Nipah virus. Asia is home to dynamic systems in which
biological, social, ecological, and technological processes interconnect in ways that enable microbes to exploit
new ecological niches. These processes include population growth and movement, urbanization, changes in food
production, agriculture and land use, water and sanitation, and the effect of health systems through generations of
drug resistance. There can be no assurance that the ongoing situation caused by the COVID-19 pandemic or a
future outbreak of an infectious disease among humans or animals (if any) or any other serious public health
concern will not have a material adverse effect on our business, financial condition and results of operations.

India has from time to time experienced instances of social, religious and civil unrest and hostilities between
neighboring countries. Present relations between India and Pakistan continue to be fragile on the issues of
terrorism, armaments and Kashmir. In April 2019, skirmishes along India’s border with Pakistan and the downing
of an Indian military jet fighter plane significantly escalated tensions between the two countries. India has also
experienced terrorist attacks in some parts of the country. In November 2008, several coordinated shooting and
bombing attacks occurred across Mumbai, India’s financial capital. These attacks resulted in loss of life, property
and business. Military activity or terrorist attacks in the future could influence the Indian economy by disrupting
communications and making travel more difficult and such political tensions could create a greater perception that
investments in Indian companies involve higher degrees of risk. Events of this nature in the future, as well as
social and civil unrest within other countries in Asia, could influence the Indian economy and could have a
material adverse effect on the market for securities of Indian companies, including the Equity Shares.

A number of countries in Asia, including India, as well as countries in other parts of the world, are susceptible to
contagious diseases and, for example, have had confirmed cases of the highly pathogenic H7N9, HSN1 and HIN1
strains of influenza in birds and swine. Certain countries in Southeast Asia have reported cases of bird-to-human
transmission of avian and swine influenza, resulting in numerous human deaths. The World Health Organisation
and other agencies have issued warnings on a potential avian or swine influenza pandemic if there is sustained
human-to-human transmission. Future outbreaks of avian or swine influenza or a similar contagious disease could
adversely affect the Indian economy and economic activity in the region. As a result, any present or future outbreak
of avian or swine influenza or other contagious disease could have a material adverse effect on the Bank’s business
and the trading price of the Equity Shares.

89. Rights of shareholders under Indian laws may be more limited than under the laws of other jurisdictions.
Indian legal principles related to corporate procedures, directors’ fiduciary duties and liabilities, and shareholders’

rights may differ from those that would apply to a bank in another jurisdiction. Shareholders’ rights including in
relation to class actions, under Indian law may not be as extensive as shareholders’ rights under the laws of other
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countries or jurisdictions. Investors may have more difficulty in asserting their rights as shareholder in an Indian
bank than as shareholder of a corporation in another jurisdiction.

90. India’'s existing credit information infrastructure may cause increased risks of loan defaults. We depend
on the accuracy and completeness of information furnished by the customers and counterparties and any
misrepresentation, errors or incompleteness of such information could cause our business to suffer.

Our principal activity is providing financing to borrowers, including individuals, SMEs and MSMEs. The credit
risk of our borrowers may be higher than in other economies due to the higher uncertainty in our regulatory,
political and economic environment and the inability of our borrowers to adapt to global technological
advancements. In addition, India’s system for gathering and publishing statistical information relating to the
Indian economy generally or specific economic sectors within it, or corporate or financial information relating to
companies or other economic enterprises is not as comprehensive as those of several countries with established
market economies. Although India has credit information companies, adequate information regarding loan
servicing histories, particularly in respect of individuals and small businesses, is limited. In the event that the
reports of such credit information companies are not up-to-date, we may not be able to accurately assess the credit-
worthiness of our borrower which may increase our risk of exposure to default by borrower. As our lending
operations are primarily limited to India, we may be exposed to a greater potential for loss compared to banks
with lending operations in more developed countries. Inadequate loan servicing histories for borrowers increase
the risk of exposure and may lead to an increase in our NPAs which may adversely affect our business, results of
operations and financial condition.

In deciding whether to extend credit or enter into other transactions with customers and counterparties, we may
rely on information furnished to us by or on behalf of our customers and counterparties, including financial
statements and other financial information. We may also rely on certain representations as to the accuracy and
completeness of that information and, with respect to financial statements, on reports of independent auditors. The
difficulties associated with the inability to accurately assess the value of collateral and to enforce rights in respect
of collateral, along with the absence of such accurate statistical, corporate and financial information, may decrease
the accuracy of our assessments of credit risk, thereby increasing the likelihood of borrower default on our loan
and decreasing the likelihood that we would be able to enforce any security in respect of such a loan or that the
relevant collateral will have a value commensurate to such a loan. Moreover, the availability of accurate and
comprehensive credit information on retail customers and small businesses in India is more limited than for larger
corporate customers, which reduces our ability to accurately assess the credit risk associated with such lending.

Difficulties in assessing credit risks associated with our day-to-day lending operations may lead to an increase in
the level of our non-performing and restructured assets, which could materially and adversely affect our business,
financial condition and results of operations.

91. There may be less information available about the companies listed on the Indian securities markets
compared with information that would be available if we were listed on securities markets in certain other
countries.

There may be differences between the level of regulation and monitoring of the Indian securities markets and the
activities of investors, brokers and other participants in India and that in the markets in the United States and
certain other countries. SEBI is responsible for ensuring and improving disclosure and other regulatory standards
for the Indian securities markets. SEBI has issued regulations and guidelines on disclosure requirements, insider
trading and other matters. There may, however, be less publicly available information about companies listed on
an Indian stock exchange compared with information that would be available if that company was listed on a
securities market in certain other countries. As a result, investors may have access to less information about the
business, results of operations, cash flows and financial conditions, and those of the competitors that are listed on
BSE and NSE and other stock exchanges in India on an on-going basis than you may find in the case of companies
subject to reporting requirements of other more developed countries.

RISKS RELATING TO THE ISSUE AND THE EQUITY SHARES

92. The Issue Price of the Equity Shares may not be indicative of the market price of the Equity Shares after
the Issue.

The Issue Price of the Equity Shares will be determined by our Bank in accordance with applicable prevailing
regulations. This price will be determined on the basis of applicable law and may not be indicative of the market
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price for the Equity Shares after the Issue. The market price of the Equity Shares could be subject to significant
fluctuations after the Issue, and may decline below the Issue Price. We cannot assure you that you will be able to
resell your Equity Shares at or above the Issue Price. There can be no assurance that an active trading market for
the Equity Shares will be sustained after this Issue, or that the price at which the Equity Shares have historically
traded will correspond to the price at which the Equity Shares will trade in the market subsequent to this Issue.

93. The trading price of our Equity Shares may be subject to volatility and you may not be able to sell the
Equity Shares at or above the Issue Price.

The trading price of our Equity Shares may fluctuate after the Issue due to a variety of factors, including the
performance of our business, competitive conditions, general economic, political and social factors, the
performance of the Indian and global economy and significant developments in India’s fiscal regime, economic
liberalisation, deregulation policies and procedures or programs applicable to our business, volatility in the Indian
and global securities market, performance of our competitors, changes in the estimates of our performance or
recommendations by financial analysts and announcements by us or others on our operations or capital
commitments, adverse media reports on our Bank, or the Indian financial sector or significant developments in
India’s fiscal and other regulations. In addition, if the stock markets in general experience a loss of investor
confidence, the trading price of our Equity Shares could decline for reasons unrelated to our business, financial
condition or operating results. The trading price of our Equity Shares might also decline in reaction to events that
affect other banking entities, and entities in other industries funded by public sector banks in India, even if these
events do not directly affect us. Each of these factors, among others, could adversely affect the price of our Equity
Shares.

94. Currency exchange rate fluctuations may affect the value of the Equity Shares.

The exchange rate between the Rupee and other foreign currencies, including the U.S. Dollar, the British pound
sterling, the Euro, the Hong Kong Dollar, the Singapore Dollar and the Japanese Yen, has changed substantially
in recent years and may fluctuate substantially in the future. Fluctuations in the exchange rate between the foreign
currencies with which an investor may have purchased Rupees may affect the value of the investment in the
Bank’s Equity Shares. Specifically, if there is a change in relative value of the Rupee to a foreign currency, each
of the following values will also be affected:

. the foreign currency equivalent of the Rupee trading price of the Bank’s Equity Shares in India;

. the foreign currency equivalent of the proceeds that you would receive upon the sale in India of any of the
Bank’s Equity Shares; and

. the foreign currency equivalent of cash dividends, if any, on the Bank’s Equity Shares, which will be paid

only in Rupees.

You may be unable to convert Rupee proceeds into a foreign currency of your choice, or the rate at which any
such conversion could occur could fluctuate. In addition, the Bank’s market valuation could be seriously harmed
by a devaluation of the Rupee if investors in jurisdictions outside India analyze its value based on the relevant
foreign currency equivalent of the Bank’s financial condition and results of operations.

95. Any trading closures at BSE and NSE may adversely affect the trading price of our Bank’s Equity Shares

The regulation and monitoring of Indian securities markets and the activities of investors, brokers and other
participants differ, in some cases significantly, from those in Europe and the U.S. A closure of, or trading stoppage
on, either of the BSE and the NSE could adversely affect the trading price of the Equity Shares.

96. Your ability to acquire and sell Equity Shares offered in the Issue is restricted by the distribution,
solicitation and transfer restrictions set forth in this Placement Document.

No actions have been taken to permit a public offering of the Equity Shares offered in the Issue in any jurisdiction.
As such, your ability to acquire Equity Shares offered in the Issue is restricted by the distribution and solicitation
restrictions set forth in this Placement Document. For further information, see “Selling Restrictions” on page 273.
Furthermore, the Equity Shares offered in the Issue are subject to restrictions on transferability and resale. For
further information, see “Transfer Restrictions” on page 281. You are required to inform yourself about and
observe these restrictions. Our representatives, our agents and us will not be obligated to recognize any acquisition,
transfer or resale of the Equity Shares offered in the Issue made other than in compliance with applicable law.
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97. Investors may be subject to Indian taxes arising out of capital gains on the sale of the Equity Shares.

Under current Indian tax laws, capital gains arising from the sale of equity shares in an Indian company is generally
taxable in India. A securities transaction tax (“STT”) is levied on and collected by an Indian stock exchange on
which equity shares are sold. Any gain realized on the sale of listed equity shares held for more than 12 months
may be subject to long term capital gains tax in India at the specified rates depending on certain factors, such as
whether the sale is undertaken on or off the stock exchanges, the quantum of gains and any available treaty
exemptions. Accordingly, you may be subject to payment of long term capital gains tax in India, in addition to
payment of STT, on the sale of any Equity Shares held for more than 12 months. STT will be levied on and
collected by an Indian stock exchange on which the Equity Shares are sold.

Further, any gain realized on the sale of our Equity Shares held for a period of 12 months or less will be subject
to short term capital gains tax in India. Capital gains arising from the sale of the Equity Shares will be exempt
from taxation in India in cases where the exemption from taxation in India is provided under a treaty between
India and the country of which the seller is a resident. Generally, Indian tax treaties do not limit India’s ability to
impose tax on capital gains. As a result, residents of other countries may be liable for tax in India as well as in
their own jurisdiction on a gain upon the sale of Equity Shares.

98. Conditions in the Indian securities market may affect the price or liquidity of the Equity Shares.

The Indian securities markets are smaller and may be more volatile than securities markets in more developed
economies. The regulation and monitoring of Indian securities markets and the activities of investors, brokers and
other participants differ, in some cases significantly, from those in the U.S. and Europe. Indian stock exchanges
have in the past experienced substantial fluctuations in the prices of listed securities.

Indian stock exchanges have, in the past, experienced problems that have affected the market price and liquidity
of the securities of Indian companies, such as temporary exchange closures, broker defaults, settlement delays and
strikes by brokers. Following the outbreak of Covid-19 pandemic in early 2020, the benchmark S&P BSE Sensex
declined sharply during the three months ended March 31, 2020 by 28.6%, from 41,254 level at December 31,
2019 to 29,468 at March 31, 2020. During this period, several listed securities were impacted, including us. The
index has subsequently recovered. In addition, the governing bodies of the Indian stock exchanges have from time
to time restricted securities from trading, limited price movements and increased margin requirements. Further,
disputes have occurred on occasion between listed companies and the Indian stock exchanges and other regulatory
bodies that, in some cases, have had a negative effect on market sentiment. If similar problems occur in the future,
the market price and liquidity of the Equity Shares could be adversely affected. A closure of, or trading stoppage
on, either the BSE or the NSE could adversely affect the trading price of the Equity Shares.

99. Investors to the Issue are not allowed to withdraw or revise their Bids downwards after the Bid/ Issue
Closing Date.

In terms of the SEBI ICDR Regulations, investors in the Issue are not allowed to withdraw their Bids or revise
their Bids downwards after the Issue Closing Date. The Allotment of Equity Shares in this Issue and the credit of
such Equity Shares to the investor’s demat account with the depository participant could take approximately seven
days and up to 10 days from the Issue Closing Date. However, there is no assurance that material adverse changes
in the international or national monetary, financial, political or economic conditions or other events in the nature
of force majeure, material adverse changes in the business, results of operation or financial condition of the Bank,
or other events affecting the investor’s decision to invest in the Equity Shares, would not arise between the Issue
Closing Date and the date of Allotment of Equity Shares in the Issue. Occurrence of any such events after the
Issue Closing Date could also adversely impact the market price of the Equity Shares. The investors shall not have
the right to withdraw their Bids or revise their Bids downwards in the event of any such occurrence. The Bank
may complete the Allotment of the Equity Shares even if such events may limit the investors’ ability to sell the
Equity Shares after the Issue or cause the trading price of the Equity Shares to decline.

100.An investor will not be able to sell any of the Equity Shares subscribed in this Issue other than across a
recognized Indian stock exchange for a period of 12 months from the date of the issue of the Equity Shares.

Pursuant to the SEBI ICDR Regulations, for a period of 12 months from the date of the issue of the Equity Shares
in this Issue, Eligible QIBs subscribing to the Equity Shares may only sell their Equity Shares on the NSE or the
BSE and may not enter into any off-market trading in respect of these Equity Shares. The Bank cannot be certain
that these restrictions will not have an impact on the price of the Equity Shares. Further, allotments made to certain
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categories of Eligible QIBs in the Issue are subject to the rules and regulations that are applicable to them,
including in relation to lock - in requirements. This may affect the liquidity of the Equity Shares purchased by
such investors and it is uncertain whether these restrictions will adversely impact the market price of the Equity
Shares purchased by investors.

101.After this Issue, the price of the Equity Shares may be volatile.

The Issue Price will be determined by our Bank in consultation with the BRLMs, based on the Bids received in
compliance with Chapter VI of the SEBI ICDR Regulations, and it may not necessarily be indicative of the market
price of the Equity Shares after this Issue is complete. The price of the Equity Shares on NSE and BSE may
fluctuate after this Issue as a result of several factors, including:

e volatility in the Indian and the global securities market or prospects for our business and the sectors in which

we compete;

the valuation of publicly traded companies that are engaged in business activities similar to us;

volatility in the Rupee’s value relative to the U.S. dollar, the Euro and other foreign currencies;

our Bank's profitability and performance;

perceptions about our Bank's future performance or the performance of Indian banks in general;

the performance of our Bank's competitors and the perception in the market about investments in the banking

sector;

adverse media reports about our Bank or the Indian banking sector;

a comparatively less active or illiquid market for the Equity Shares;

changes in the estimates of our Bank's performance or recommendations by financial analysts;

significant developments in India’s economic liberalization and deregulation policies;

regulatory changes in the Indian banking sector;

e inclusion or exclusion of our Bank in indices;

e significant developments in India’s fiscal and environmental regulations;

e any other political or economic factors;

e performance of the Subsidiaries; and

e COVID-19 related measures undertaken by the Government of India (for further information on the impact
of COVID-19 on our Bank, please refer to " — We may not be able to predict the impact of the COVID-19
pandemic on our Bank’s business, cash flows, results of the operations and financial condition." on page 48).

102.There are restrictions on daily movements in the price of the Equity Shares, which may adversely affect a
shareholder’s ability to sell, or the price at which it can sell, the Equity Shares at a particular point in time.

The price of the Equity Shares will be subject to a daily circuit breaker imposed on listed companies by all stock
exchanges in India, which does not allow transactions beyond a certain level of volatility in the price of the Equity
Shares. This circuit breaker operates independently of the index-based market-wide circuit breakers generally
imposed by the SEBI on Indian stock exchanges. The percentage limit on the Bank’s circuit breaker is set by the
stock exchanges based, amongst others, on the historical volatility in the price and trading volume of the Equity
Shares. The stock exchanges are not required to, and do not, inform us of the percentage limit of the circuit breaker
from time to time, and may change it without the Bank’s knowledge. This circuit breaker effectively limits upward
and downward movements in the price of the Equity Shares. As a result, shareholders’ ability to sell the Equity
Shares, or the price at which they can sell the Equity Shares, may be adversely affected at a particular point in
time.

103.1nvestors will be subject to market risks until the Equity Shares credited to the investors’ demat account
are listed and permitted to trade.

Investors can start trading the Equity Shares Allotted to them only after they have been credited to an investors’
demat account, are listed and permitted to trade. Since the Equity Shares are currently traded on the Stock
Exchanges, investors will be subject to market risk from the date they pay for the Equity Shares to the date when
Equity Shares Allotted are listed and permitted to trade. Further, there can be no assurance that the Equity Shares
Allotted to an investor will be credited to the investor’s demat account in a timely manner or that trading in the
Equity Shares will commence in a timely manner
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MARKET PRICE INFORMATION

As of the date of the Preliminary Placement Document, 9,410,629,315 Equity Shares of our Bank are issued,
subscribed and fully paid up.

On December 14, 2020, the closing price of Equity Shares on BSE and NSE was % 41.25 and X 41.25 per Equity
Share, respectively. Since the Equity Shares are available for trading on BSE and NSE, the market price and other
information for BSE and NSE has been given separately.

1) The following tables set forth the reported high, low and average market prices and the trading volumes
of the Equity Shares on BSE and NSE on the dates on which such high and low prices were recorded
for Fiscal 2018, 2019 and 2020:

BSE
Financial  High Date of Number of Total Low Date of Number Total Average
Year ® high® Equity turnover ® low(® of Equity  turnove price
ended Shares of Equity Shares r of for the
traded on shares traded Equity year
the date of  traded on the Shares ®)®
high on the date of traded
date of low on the
high (% date of
million) low R
million)
2018 231.60 26-Oct-17  1,28,72,156 2,745.09 91.30 12-Mar-18 36’68’5(1) 343.52 152.76
2019 106.80 10-Apr-18 19,78,179 208.59 58.65 28-Sep-18 49’63’63 301.37 79.85
2020 99.90 01-Apr-19 32,72,247 321.69 28.75 13-Mar-20 39’50’32 136.15 66.32

(Source: www.bseindia.com)

Notes:
(1) High and low prices in the above tables are of the daily closing prices. In case of two days with the same high
or low price, the date with the higher volume has been chosen.
(2) Average price for the year represents the average of daily closing prices on each day of each year.

NSE
Financial High Date of Number of Total Low Date of Number of Total Average price for
Year ® high® Equity turnover ) low® Equity turnover the year (%)@
ended Shares of Equity Shares of
traded on shares traded on Equity
the date of traded the date of  Shares
high on the low traded
date of on the
high ] date of
million) low R
million)
2018 23145 12-Mar-18  12,46,69,249  26,580.97 91.25 12-Mar-18  4,50,21,305  4,212.99 152.79
2019 106.75 10-Apr-18  2,94,70,636 3,107.38 5845 28-Sep-18  6,82,64,539  4,145.59 79.85
2020 99.90 01-Apr-19  5,16,90,683 5,080.35  28.05 13-Mar-20  4,62,83,334  1,596.48 66.32

(Source: www.nseindia.com)

Notes:
(1) High and low prices in the above tables are of the daily closing prices. In case of two days with the same high
or low price, the date with the higher volume has been chosen.
(2) Average price for the year represents the average of daily closing prices on each day of each year.

(i1) The following tables set forth the reported high, low and average market prices and the trading volumes

of the Equity Shares on BSE and NSE on the dates on which such high and low prices were recorded
during each of the last six months:

95



BSE

Month High Date of Number Total Low Date of Number Total Average
ended ® high® of Equity turnover () low® of Equity turnover  price
Shares of Shares of for the
traded Equity traded Equity month
on the shares on the shares ®W0
date of traded date of traded
high on the low on the
date of date of
high X low R
million) million)
June 2020 38.40 24-Jun-20  71,47,099 267.35 29.20 01-Jun-20  33,72,189 96.86 33.61
July 2020 38.75 08-Jul-20  29,24,733 111.20 31.30 31-Jul-20  10,11,759 32.11 34.44
?612‘%1“ 38.60 31-Aug-20 49,72,338 181.63 3190 03-Aug-20 26,71,818 87.54 33.90
gg%ember 3575 01-Sep-20  11,14,269 38.54  27.65 25-Sep-20  23,08,920 65.47 32.11
g)océ‘éber 29.75  12-Oct-20  22,72,957 6593 2630  29-Oct-20  9,79,026 2602 27.69
November 34.15 27-Nov-20 47,51,431 157.58 26.75 02-Nov-20  38,00,977 105.39 29.59
2020

(Source: www.bseindia.com)

Notes:

(1) High and low prices in the above tables are of the daily closing prices. In case of two days with the same high

or low price, the date with the higher volume has been chosen.

(2) Average price for the month represents the average of daily closing prices on each day of each month.

NSE
Month High Date of Number of Total Low Date of Number of Total Average
ended ® high® Equity turnover ) low(® Equity turnover  price
Shares of Shares of for the
traded on Equity traded on Equity month
the date of  shares the date of  shares ®W0
high traded low traded
on the on the
date of date of
high low
million) million)
June 2020  38.40  24-Jun-20 7,06,21,046  2,645.44 29.20  01-Jun-20 7,28,25,432  2,082.39 33.61
July 2020  38.75 08-Jul-20  8,15,36,986  3,100.56 31.25 31-Jul-20  3,07,16,405 973.61 34.44
?5‘2%‘“ 38.60 31-Aug-20  7,59,96,925 277271 31.85 03-Aug-20 3,64,62,844  1,195.85 33.89
gg%ember 3575  01-Sep-20 422,07,372  1461.07 27.65 25-Sep-20 3,17,40,097  898.08 32.12
October
2020 29.75 12-Oct-20  3,33,96,304 964.02 26.30  29-Oct-20  3,39,96,051 902.67 27.70
November 34.15 27-Nov-20 7,19,51,138 2,383.53  26.75 02-Nov-20 5,36,42,960 1,490.04 29.61
2020

(Source: www.nseindia.com)

Notes:

(1) High and low prices in the above tables are of the daily closing prices. In case of two days with the same high

or low price, the date with the higher volume has been chosen.

(2) Average price for the month represents the average of daily closing prices on each day of each month.

@) The following table set forth the details of the number of Equity Shares traded and the turnover during the
financial years ended March 31, 2020, March 31, 2019 and March 31, 2018 on the Stock Exchanges:
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Period Number of Equity Shares Traded Turnover (In X million)

BSE NSE BSE NSE
Year ended March 31,2018 46,54,62,513 5,21,32,06,506 69,323.29 7,58,209.21
Year ended March 31,2019 53,43,89,124 6,77,59,71,441 42,699.40 5,44,203.82
Year ended March 31, 2020 39,10,74,882 6,16,35,10,192 26,758.01 4,17,495.92

(Source: www.bseindia.com and www.nseindia.com)

(i1) The following table set forth the details of the number of Equity Shares traded and the turnover during the
six immediately preceding months:

Period Number of Equity Shares Traded Turnover (In ¥ million)

BSE NSE BSE NSE
June 2020 7,99,35,997 1,46,47,36,485 2,714.10 49,024.94
July 2020 4,16,46,105 72,79,73,437 1,449.78 25,476.15
August 2020 4,47,39,159 77,47,12,310 1,551.60 26,828.20
September 2020 2,79,47,880 51,21,31,593 881.61 16,282.23
October 2020 3,19,09,104 60,22,17,513 891.97 16,772.34
November 2020 5,34,37,891 90,77,26,674 1,601.48 27,000.62

(Source: www.bseindia.com and www.nseindia.com)

(ii1) The following table sets forth the market price on BSE and NSE on July 10, 2020, i.e., the first working
day following the approval of the Board of Directors for the Issue:

Stock Open ) High () Low }) Close ) Number of Turnover (%
Exchange Equity million)
Shares
traded
BSE 35.85 36.00 34.60 35.05 32,20,226 113.34
NSE 35.85 36.10 34.60 35.05 10,17,90,235 3,581.41

(Source: www.bseindia.com and www.nseindia.com)
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USE OF PROCEEDS

The gross proceeds from the Issue aggregate to approximately X 3,788.04 crore. Subject to compliance with
applicable laws and regulations, the net proceeds from the Issue, after deducting fees, commissions and expenses
of the Issue from the aggregate proceeds of the Issue, is approximately X 3,776.46 crore (“Net Proceeds”).

Subject to compliance with applicable laws, our Bank intends to utilize the Net Proceeds towards (i) augmenting
our Bank’s Tier I Capital to meet the Basel III and to support growth plans and to enhance the business of our
Bank; and/ or, (ii) general corporate requirements or any other purposes, as may be permissible under the
applicable law and approved by our Board or its duly constituted committee.

The Net Proceeds are proposed to be deployed towards the purpose set out above and are not proposed to be
utilized towards any specific project. Accordingly, the requirement to disclose (i) the break-up of cost of the
project (ii) means of financing such project, and (iii) proposed deployment status of the proceeds at each stage of
the project, is not applicable.

None of our Directors are making any contribution either as part of the Issue or separately in furtherance of the
objects of the Issue.
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CAPITALISATION STATEMENT

The following table sets forth our Bank’s capitalization (on a consolidated basis) on an actual basis as at September
30, 2020, which has been extracted from our Reviewed Financial Results, and as adjusted to give effect to the
receipt of the gross proceeds of the Issue. This table should be read in conjunction with the sections titled
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and “Financial
Statements” beginning on pages 101 and 323, respectively.

(In X crore)

Particulars Pre-Issue  (as at Post-Issue as
September 30, 2020) adjusted (1)

Borrowings:

Short Term Borrowings 28,886.30 28,886.30
Long Term Borrowings 30,728.21 30,728.21
Total Borrowings (a) 59,614.51 59,614.51
Shareholders' funds:

Share capital 1,882.13 2,095.54
Securities premium 40,788.23 44,351.28
Reserves and surplus (excluding securities premium) 45,679.12 45,679.12
Shareholders’ funds (excluding borrowings) (b) 88,349.48 92,125.94
Total capitalization (a + b) 1,47,963.98 1,51,740.45
Short Term Borrowings / Shareholders Funds 0.32 0.31
Long Term Borrowings / Shareholders Funds 0.35 0.33
Total Borrowings / Shareholders Funds 0.67 0.65

99



DIVIDEND POLICY

The RBI has laid down certain guidelines on the declaration of dividends by banks pursuant to circular RBI
Circular (RBI/2004-05/451DBOD.NO.BP.BC.88/21.02.067/2004-05) dated May 4, 2005 on declaration of
dividends by banks (“RBI Dividend Circular”). Our Bank follows the Banking Regulation Act, the RBI Dividend
Circular and Regulation 43A of the SEBI Listing Regulations in this regard.

For eligibility criteria for declaration of dividend in terms of the RBI Dividend Circular, see “Regulations and
Policies” and “Description of the Equity Shares - Declaration of Dividend” on pages 246 and 290, respectively.
For a summary of certain Indian tax consequences of dividend distributions to shareholders, see “Taxation” on
page 292.

Our Bank has not declared any dividends on Equity Shares for Fiscals 2018 and 2019. In addition, vide a circular
DOR.BP.BC.No.64/21.02.067/2019-20 dated April 17, 2020 read with circular
DOR.BP.BC.N0.29/21.02.067/2020-21 dated December 4, 2020, the Reserve Bank of India has directed that
banks shall not make any dividend payment on equity shares from the profits pertaining to the financial year ended
March 31, 2020 in order to conserve capital to retain their capacity to support the economy and absorb losses in
an environment of heightened uncertainty caused by COVID-19. Accordingly, our Bank has not declared any
dividend for Fiscal 2020. Our Bank has not declared any dividends on Equity Shares during the eight months
period ended November 30, 2020. Further, our Bank has not declared any dividend from December 1, 2020 till
the date of this Placement Document.

100



MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Some of the information in the following discussion, including information with respect to our plans and
strategies, contain forward-looking statements that involve risks and uncertainties. You should read “Forward-
Looking Statements” on page 17, for a discussion of the risks and uncertainties related to those statements. Our
actual results may differ materially from those expressed in or implied by these forward-looking statements. Also
read “Risk Factors” and “- Principal Factors affecting our Results of Operations and Financial Condition” on
pages 48 and 105, respectively, for a discussion of certain factors that may affect our business, financial condition
or results of operations.

Our fiscal year ends on March 31 of each year, and references to a particular fiscal year are to the twelve months
ended March 31 of that year. Unless otherwise specified or unless the context otherwise requires, financial
information herein for Fiscals 2018, 2019 and 2020 is derived from our Audited Standalone Financial Statements,
and the financial information included herein for the six months ended September 30, 2020 (including the
comparative financial information with respect to the six months ended September 30, 2019) is based on the
standalone Unaudited Reviewed Financial Results, included in this Placement Document. Pursuant to the Gazette
Notification no. CG-DL-E04032020-216535 dated March 4, 2020 issued by the Government of India, the scheme
of amalgamation between Oriental Bank of Commerce (“OBC”), United Bank of India (“UBI”), and our Bank
was approved and OBC and UBI were amalgamated with our Bank with effect from April 1, 2020. Accordingly,
our Bank’s historical financial statements and/ or financial results prior to this amalgamation are not comparable
to those subsequent to such amalgamation. For further information, see “— Presentation of Financial Information
— Amalgamation of erstwhile Oriental Bank of Commerce and United Bank of India” and “— Principal Factors
Affecting our Results of Operations and Financial Condition — Effect of Amalgamation of erstwhile Oriental Bank
of Commerce and United Bank of India” and “Financial Statements” on pages 101, 105 and 323, respectively.
The degree to which the financial information prepared in accordance with Indian GAAP will provide meaningful
information is entirely dependent on the reader’s level of familiarity with Indian GAAP. Any reliance by persons
not familiar with Indian accounting practices on the financial disclosures presented in this Placement Document
should accordingly be limited.

Unless otherwise indicated, industry and market data used in this section has been derived from industry
publications and other publicly available information, and includes extracts from publicly available documents
from various sources, including officially prepared materials from the Government of India (the “Gol”) and its
various ministries, the Reserve Bank of India and Ministry of Statistics and Programme Implementation, and has
not been prepared or independently verified by our Bank, the Book Running Lead Managers or any of their
affiliates or advisers.

Unless otherwise stated, references to “the Bank” or “our Bank”, are to Punjab National Bank on a standalone
basis and references to “we”, “us”, “our”, are to Punjab National Bank on a consolidated basis.

OVERVIEW

The Bank commenced operations on April 12, 1895 and is the second largest public sector bank in terms of total
business and deposits as at September 30, 2020 (Source: Based on the reviewed/ unaudited financial results for
the half year ended September 30, 2020 of the scheduled public and private sector banks in India submitted to the
Stock Exchanges).

Our principal business operations are broadly categorized into four segments: corporate/wholesale banking
segment comprises commercial banking products and transactional services, which are provided to our corporate
and institutional clients; retail banking comprises financial products provided to our retail customers; treasury
operations comprising primarily of statutory reserves management, liquidity management and other such services
and other banking operations comprising primarily of rural business and agri-business.

The range of products and services offered by the Bank includes loans and advances, deposits, foreign exchange
products, retail lending and deposits and fee and commission based products and services. Our principal banking
operations include:

e Retail banking: Our retail banking products include loans and deposit products targeted primarily at

individuals (salaried, self-employed professionals and other self-employed individuals) to meet their personal
financial requirements, such as housing, vehicle, education and other personal requirements.
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e Corporate banking: Our corporate banking operations cater to the business needs of various companies,
institutions and other enterprises in the public and private sector. Our corporate banking loans include fund
based and non-fund based products, of which the fund based products consist of term loans as well as working
capital facilities. We also offer trade loans, bridge financing and foreign currency loans. We also provide
finance to corporates through syndication of loans.

e  MSME banking: Our micro, small and medium enterprises (“MSME”) banking products include loans to
entrepreneurs engaged in manufacturing and service activities as well as working capital.

e Agricultural banking: Our agricultural banking operations cater to farmers and agriculture based
entrepreneurs through various short, medium and/or long term loan products.

The Bank is also present, through its Subsidiaries, Joint Venture and Associates, in diverse segments of the Indian
financial sector, including housing finance, life insurance, corporate advisory, merchant banking and trustee
services. The Bank contributed 97.56% of our total consolidated assets as at March 31, 2020.

The Bank has a presence throughout India with a total of 10,930 branches, of which 61.15% are located within
rural and semi-urban areas in India, 13,878 ATMs, 12,756 banking correspondents, as at September 30, 2020. The
Bank also has overseas presence in Hong Kong, Dubai, Bhutan, United Kingdom, Nepal, Bangladesh and
Myanmar through its branches, representative offices, Subsidiaries, Joint Venture and Associates outside India.
The Government of India (“Gol”) owned 85.59% of the Bank’s share capital as at September 30, 2020.

The Bank’s branch network is further complemented by its online and mobile banking solutions that enables it to
provide its customers with access to on-demand banking services. We are focused on continuing investment in
our technology platforms and systems. Our direct banking platforms enable us to connect with our customers
through alternate channels by improving customer retention and supporting the increase in volume of customer
transactions.

As at September 30, 2020, the Bank had gross deposits, gross advances and a total asset base of X 1,069,747.07
crore, 3716,924.28 crore and 1,227,125.70 crore, respectively. As at September 30, 2020, the Bank’s market
share of aggregate domestic deposits was 7.05%, and its market share of aggregate domestic non-food credit was
6.52%. (Source: RBI data.) In addition, the Bank’s retail term deposits (up to X 2 crore) accounted for 46.40% of
the Bank’s total deposits.

The Bank also has a large stable percentage of relatively low-cost CASA deposits within its deposit mix. As at
March 31, 2018, 2019 and 2020 and as at September 30, 2020, the Bank’s CASA was 3263,247.31 crores,
%285,040.47 crores, 3302,474.57 crores and 3459,477.20 crores, respectively. As at March 31, 2018, 2019 and
2020 and as at September 30, 2020, the Banks domestic CASA was % 262,996.26 crore, X 284,815.10 crore, X
302,374.57 crore and % 459,393.12 crore, respectively, while the Bank’s ratio of domestic CASA deposits to its
total domestic deposits as at March 31, 2018, 2019, 2020 and as at September 30, 2020 was 43.80%, 43.51%,
44.05%and 44.10%, respectively.

Under the Priority Sector Guidelines, under the applicable the RBI circular for priority sector lending targets and
classification (the “Priority Sector Circular”), which sets out that 40% of the adjusted net bank credit (“ANBC”)
should be provided to the priority sector (“Priority Sector Credit”), with 18% and 10% of such Priority Sector
Credit provided to the agriculture sector and the weaker sections (as identified in the Priority Sector Circular),
respectively. Further, RBI’s Master Directions dated September 4, 2020 on ‘Priority Sector Lending — Targets
and Classification’ provides that the target for domestic commercial banks for advances to weaker sections will
be revised upwards in a phased manner from 10% for Fiscal 2021 to 11% for Fiscal 2022, 11.5% for Fiscal 2023
and 12% for Fiscal 2024. We have, achieved the goals set for priority sector lending for Fiscal 2018 and Fiscal
2019 but missed achieving in Fiscal 2020 marginally. We have achieved the goal for the six months ended
September 30, 2020.

For further information, see “Regulations and Policies—Priority sector lending” on page 252.

The table below sets forth summaries of certain of the Bank’s key operating and financial performance parameters,
as at and for the periods indicated below.
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As at and for the years ended March 31, As at and for the six months
ended September 30,
2018 | 2019 | 2020 2019 2020*
Rcrore)

Average interest-earning

assets() 691,648.40 710,651.20 756,524.34 739,594.84 1,170,304.17
Net interest income 14,922.40 17,156.31 17,437.79 8,405.20 15,141.63
Average total assets) 767,061.87 796,177.63 856,438.58 829,141.61 1,324,278.34
Average yield) 6.94% 7.22% 7.11% 7.13% 7.10%
Average cost of funds® 4.31% 4.29% 4.25% 4.34% 3.99%
Spread® 1.95% 2.15% 2.04% 2.03% 2.29%
Net interest margin® 2.16% 2.41% 2.30% 2.27% 2.85%
Return on average equity® (43.86)% (43.54)% 1.15% 9.93% 3.72%
Return on average assets® (1.60)% (1.25)% 0.04% 0.37% 0.14%
Tier I capital adequacy ratio 7.12% 7.49% 11.90% 12.18% 10.33%
Tier II capital adequacy ratio 2.08% 2.24% 2.24% 1.89% 2.51%
Total capital adequacy ratio 9.20% 9.73% 14.14% 14.07% 12.84%
Net NPAs? 48,684.29 30,037.66 27,218.90 32,658.68 30,919.84
Net NPAs ratio® 11.24% 6.56% 5.78% 7.65% 4.75%
Credit to deposit ratio® 73.38% 74.88% 73.44% 68.14% 67.02%
Cost to income ratio!?) 56.75% 47.03% 44.82% 44.74% 48.62%
Interest coverage ratio(!) 64.61% 72.48% 102.60% 110.22% 105.48%
Provisioning coverage ratio 58.42% 74.50% 77.79% 73.58% 83.00%
(including technical write-

0ﬁ)(12)

CASA ratio!¥ 43.80% 43.51% 44.05% 43.51% 44.10%
Gross total advances 471,296.60 506,194.30 516,928.83 474,085.26 716,924.28
Gross Deposits 642,226.19 676,030.14 703,846.32 695,782.08 1069,747.07

*The erstwhile OBC and UBI were amalgamated into our Bank with effect from April 1, 2020. As a result, the financial results

for the six months ended September 30, 2020 includes operations of erstwhile OBC and UBI. Accordingly, the financial results

for the six months ended September 30, 2020 are not comparable with our financial statements/ financial results for periods

prior to the Amalgamation.

Notes:

(1) Average balances are daily averages for deposits/ advances/investments and all others are based on monthly averages
as reported to the RBI.

(2) Cost of funds is interest expense divided by total monthly average assets.

(3) Spread is net interest income divided by monthly average assets

(4) Netinterest margin is the difference of interest earned and interest expended divided by the total average interest-earning
assets, where advances, investment and money at call and short notice are based on daily averages and others are based
on monthly averages.

(5) Return on average equity is the ratio of the net profit after tax to the quarterly average tangible net worth (capital plus
reserves excluding revaluation reserves, DTA and other deduction).

(6) Return on average assets is the ratio of the net profit after tax to the monthly average assets

(7) Net NPAs reflect the Bank’s gross NPAs less provisions for NPAs.

(8) Net NPAs ratio is the ratio of net NPAs divided by net advances.

(9) Credit to deposit ratio is calculated as a ratio of total gross advances to total deposits.

(10) Cost to income ratio is calculated as a ratio of operating expenses divided by total operating income (total of net interest
income and non-interest income).

(11) Interest coverage ratio is calculated as net profit and depreciation on the Bank’s property, divided by interest expended.

(12) PCR (including technical write-off) comprises provisions plus technical write off as percentage to Gross NPA plus
technical write off.

(13) Ratio of domestic current account deposits and savings account deposits to domestic deposits (including inter-bank
deposits).

PRESENTATION OF FINANCIAL INFORMATION

In this Placement Document we have included the following financial statements prepared under Indian GAAP:
(i) audited standalone and consolidated financial statements as of and for the year ended March 31, 2018 read
along with the notes thereto (the “Fiscal 2018 Audited Financial Statements™); (ii) audited standalone and
consolidated financial statements as of and for the year ended March 31, 2019 read along with the notes thereto
(the “Fiscal 2019 Audited Financial Statements™); (iii) audited standalone and consolidated financial statements
as of and for the year ended March 31, 2020 read along with the notes thereto (the “Fiscal 2020 Audited Financial
Statements” and collectively with Fiscal 2018 Audited Financial Statements and Fiscal 2019 Audited Financial
Statements, the “Audited Financial Statements”); and (iv) pursuant to the meeting of our Board of Directors on
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November 2, 2020, we have adopted and filed with the Stock Exchanges on November 2, 2020, the Indian GAAP
unaudited standalone and consolidated financial results (reviewed) for the quarter and half year ended September
30, 2020 (including the comparative financial information with respect to the quarter and half year ended
September 30, 2019 and other financial information with respect to historical fiscal year/ periods as required under
applicable law) read along with the notes thereto (the “Reviewed Financial Results”). However, potential
investors are cautioned that the presentation of our Audited Financial Statements may not be strictly comparable
to our Reviewed Financial Results.

In this section, we have included (i) a comparison of our Bank’s standalone Fiscal 2020 Audited Financial
Statements with our Bank’s standalone Fiscal 2019 Audited Financial Statements, and (ii) a comparison of our
Bank’s standalone Fiscal 2019 Audited Financial Statements with our Bank’s standalone Fiscal 2018 Audited
Financial Statements. In addition, we have also included herein management’s discussion and analysis on our
Bank’s standalone Reviewed Financial Results.

Amalgamation of erstwhile Oriental Bank of Commerce and United Bank of India into Our Bank

The Department of Financial Services, Ministry of Finance, Government of India issued a Gazette Notification
no. CG-DL-E04032020-216535 dated March 4, 2020, approving the scheme of amalgamation of erstwhile
Oriental Bank of Commerce and United Bank of India into our Bank (“Amalgamation”) in exercise of the powers
conferred by Section 9 of the Banking Companies (Acquisition and Transfer of Undertaking) Act, 1980 (40 of
1980) and Section 9 of the Banking Companies (Acquisition and Transfer of Undertakings) Act, 1970 (5 of 1970).
The Amalgamation came into effect from April 1, 2020. Accordingly, the historical financial and other
information of our Bank prior to the Amalgamation, including the Audited Financial Statements and the unaudited
standalone and consolidated financial results (reviewed) for the quarter and half year ended September 30, 2019
included in the Reviewed Financial Results, are not comparable to those subsequent to the Amalgamation.

Since the Amalgamation had a significant impact on the standalone financial statements of our Bank, we have
included in this Placement Document following additional financial information with respect to the
Amalgamation:

Proforma financial statements as of and for the three months ended June 30, 2019;

Proforma financial statements as of and for the three and six months ended September 30, 2019;
Proforma financial statements as of and for the three and nine months ended December 31, 2019; and
Proforma financial statements as of and for the three months and year ended March 31, 2020.

(collectively, the “Proforma Financial Statements™)

We have also included in this Placement Document, the historical audited financial statements of the erstwhile
Oriental Bank of Commerce and United Bank of India for the financial years ended March 31, 2019 and 2020.
For further information on these historical financial statements, see “Oriental Bank of Commerce Financial
Statements” and “United Bank of India Financial Statements” on pages 324 and 325, respectively.

The Proforma Financial Statements seeks to present the impact of the Amalgamation on the Bank’s financial
performance, and assumes that the Amalgamation had taken place with effect from April 1, 2019. The proforma
impact of the Amalgamation is therefore reflected in the Proforma Financial Statements for Fiscal 2020, three
months ended June 30, 2019, the three and six months ended September 30, 2019, the three and nine months
ended December 31, 2019, and the three months and year ended March 31, 2020. Pursuant to the meeting of the
Capital Raising Committee (a sub-committee of our Board) on November 19, 2020, our Bank approved and filed
the Proforma Financial Statements with the Stock Exchanges on November 19, 2020.

The Proforma Financial Statements are based on: (i) the limited reviewed standalone statement of profit and loss
of our Bank for the three months ended June 30, 2019, and the standalone balance sheet of our Bank as of June
30, 2019; (ii) the limited reviewed standalone statement of profit and loss of our Bank for the three and six months
ended September 30, 2019, and the standalone balance sheet of our Bank as of September 30, 2019; (iii) the
limited reviewed standalone statement of profit and loss of our Bank for the three and nine months ended
December 31, 2019, and the standalone balance sheet of our Bank as of December 31, 2019; (iv) the audited
standalone statement of profit and loss of our Bank for the three months and year ended March 31, 2020, and the
standalone balance sheet of our Bank as of March 31, 2020, together with notes thereon; (v) the limited reviewed
standalone statement of profit and loss of the erstwhile OBC for the three months ended June 30, 2019, and the
standalone balance sheet of erstwhile OBC as of June 30, 2019; (vi) the limited reviewed standalone statement of
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profit and loss of the erstwhile OBC for the three and six months ended September 30, 2019, and the standalone
balance sheet of erstwhile OBC as of September 30, 2019; (vii) the limited reviewed standalone statement of profit
and loss of the erstwhile OBC for the three and nine months ended December 31, 2019, and the standalone balance
sheet of erstwhile OBC as of December 31, 2019; (viii) the audited standalone statement of profit and loss of the
erstwhile OBC for the three months and year ended March 31, 2020, and the standalone balance sheet of erstwhile
OBC as of March 31, 2020, together with notes thereon; (ix) the limited reviewed standalone statement of profit
and loss of the erstwhile UBI for the three months ended June 30, 2019, and the standalone balance sheet of
erstwhile UBI as of June 30, 2019; (x) the limited reviewed standalone statement of profit and loss of the erstwhile
UBI for the three and six months ended September 30, 2019, and the standalone balance sheet of erstwhile UBI
as of September 30, 2019; (xi) the limited reviewed standalone statement of profit and loss of the erstwhile UBI
for the three and nine months ended December 31, 2019, and the standalone balance sheet of erstwhile UBI as of
December 31, 2019; and (xii) the audited standalone statement of profit and loss of the erstwhile UBI for the three
months and year ended March 31, 2020, and the standalone balance sheet of erstwhile UBI as of March 31, 2020,
together with notes thereon.

The Proforma Financial Statements involve various assumptions as stated therein, including that the carrying book
values of assets and liabilities as per the audited financials as of March 31, 2020, and as per the reviewed financial
results as of December 31, 2019, September 30, 2019, and June 30, 2019, of erstwhile OBC and erstwhile UBI
have been incorporated with the carrying book value of assets and liabilities based on the audited financial
statements as of March 31, 2020, and based on the reviewed financial results as of December 31, 2019, September
30, 2019, and June 30, 2019, of the Bank, respectively, in accordance with the “Guide to reporting on Proforma
Financial Statements” issued by The Institute of Chartered Accountants of India. Further, the Proforma Financial
Statements have been prepared by aggregation of audited numbers of balance sheet, profit and loss account and
do not entail any adjustments except to the extent of changes in issued capital and amalgamation adjustment
reserve consequent to the Amalgamation. These adjustments are set out in the notes to the Proforma Financial
Statements. For further information, see “Proforma Financial Statements” on page 326.

Solely to illustrate the impact of the Amalgamation on a proforma basis, in the section “Additional Proforma
Combined Information”, the financial and other information prior to the Amalgamation, (i.e. as of and for the six
months ended September 30, 2019 and as of and for the year ended March 31, 2020) have been presented on a
proforma combined basis, assuming that the Amalgamation had taken place with effect from April 1, 2019 and
consequently presented as an aggregation of the respective financial and other information for our Bank and the
erstwhile Oriental Bank of Commerce and erstwhile United Bank of India, in the respective financial periods
(“Proforma Combined Information”). There can be no assurance that the manner in which such financial and
other information was calculated for erstwhile Oriental Bank of Commerce and erstwhile United Bank of India
prior to the Amalgamation would have been identical to the manner in which such information was calculated for
Punjab National Bank. For further information, see “Proforma Financial Statements” and “Additional Proforma
Combined Information” on pages 326 and 327, respectively.

The Proforma Financial Statements and Proforma Combined Information address a hypothetical situation and,
therefore, do not represent our Bank’s actual financial position or results. The Proforma Financial Statements and
Proforma Combined Information only purport to indicate the results of operations that would have resulted had
the Amalgamation been completed at the beginning of the period presented and the financial position had the
Amalgamation been completed as at the year/period end. The Proforma Financial Statements and Proforma
Combined Information have been prepared for illustrative purposes only based on various assumptions stated
therein, do not purport to predict our Bank’s future financial condition, results of operations or cash flows, and
potential investors are cautioned against relying on such information in connection with any investment decision.

PRINCIPAL FACTORS AFFECTING OUR RESULTS OF OPERATIONS AND FINANCIAL
CONDITION

The following is a discussion of certain factors that have had, and we expect will continue to have, a significant
effect on our results of operations and financial condition:

Macroeconomic environment and the impact of COVID-19
The COVID-19 pandemic has fundamentally altered the setting and conduct of monetary policy across the world.
The International Monetary Fund projects global public debt in 2020 at over 100% of gross domestic product

(“GDP”). (Source: Reserve Bank of India, Monetary Policy Report — October 2020) The global growth is
projected at —4.4% in 2020, and at 5.2% in 2021. Following the contraction in 2020 and recovery in 2021, the
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level of global GDP in 2021 is expected to be a modest 0.6% above that of 2019. The growth projections imply
wide negative output gaps and elevated unemployment rates in 2020 and 2021 across both advanced and emerging
market economies. (Source: International Monetary Fund, World Economic Outlook — A Long and Difficult
Ascent, October 2020)

India’s inflation dynamics were favourable over the last three years. The consumer price index (“CPI”) inflation
fell from 3.6% in Fiscal 2018 to 3.4% in Fiscal 2019 and subsequently increased to 4.8% in Fiscal 2020. (Source:
RBI Annual Report 2019-20) The CPI (general) (combined) for the month of October 2020 was 7.61% according
to the Ministry of Statistics and Programme Implementation (Source: Press Release on Consumer Price Index
Numbers on Base 2012=100 for Rural, Urban and Combined for the month of October 2020, National Statistical
Office, Ministry of Statistics and Programme Implementation, Government of India dated November 12, 2020).
RBI in its Survey of Professional Forecasters has assigned the highest probability to CPI inflation in the range of
6.5% to 6.9% for the second quarter of Fiscal 2021; further moderating to 4.5% to 4.9% for the third quarter of
Fiscal 2021, 4.0% to 4.4% for the fourth quarter of Fiscal 2021 and 3.5% to 4.4% in the first quarter of Fiscal
2022 (Source: RBI, Survey of Professional Forecasters on Macroeconomic Indicators— Results of the 66th Round,
October 9, 2020).

In India, with the second highest caseload in the world, the highest daily infections, the severest lockdown in the
world during April-May, and re-clamping of containment measures and localized lockdowns thereafter as
infections surged into the interior, real GDP fell by a record 23.9% year-on-year in the first quarter of Fiscal 2021
(April-June 2020) (Source: Reserve Bank of India, Monetary Policy Report — October 2020). GDP at constant
(2011-12) prices in the second quarter of Fiscal 2021 (July-September 2020) is estimated at X 33.14 lakh crore, as
against X 35.84 lakh crore in the corresponding period in the previous year, showing a contraction of 7.5% as
compared to 4.4% growth in the corresponding period in the previous year (Source: Ministry of Statistics and
Programme Implementation (“MOSPI”), Press note 27" November 2020). Also see, “Industry Overview” on page
180.

The extent to which the COVID-19 pandemic impacts our business, cash flows, results of operations and financial
condition will depend on future developments, which are highly uncertain, including, among other things, any
new information concerning the severity of the COVID-19 pandemic and any action to contain its spread or
mitigate its impact whether government-mandated or elected by our Bank. There is currently substantial medical
uncertainty regarding the COVID-19 pandemic. A rapid increase in severe cases and deaths where measures taken
by governments fail or are lifted prematurely, may cause unprecedented economic disruption in India and the rest
of the world. Further, our Statutory Auditors have drawn attention to certain matters in their limited review report
on our Bank’s unaudited standalone and consolidated financial results for the six months ended September 30,
2020, and included an emphasis of matters in their audit reports on our Bank’s standalone and consolidated
financial statements for Fiscal 2020, noting that in view of the uncertainties due to the outbreak of COVID-19
pandemic, the impact on our Bank’s standalone and consolidated financial statements is significantly dependent
on future developments. See, “Business — Impact of COVID-19” on page 198, for a discussion of the significant
areas where our Bank has seen an impact of the COVID-19 pandemic on its business and our Bank’s approach on
these areas going forward and “Risk Factor — We may not be able to predict the impact of the COVID-19 pandemic
on our Bank’s business, cash flows, results of the operations and financial condition.” on page 48 for risks of the
COVID-19 pandemic on our operations and financial condition.

Effect of Amalgamation of erstwhile Oriental Bank of Commerce and erstwhile United Bank of India

The erstwhile Oriental Bank of Commerce and erstwhile United Bank of India amalgamated into our Bank with
effect from April 1, 2020. As a result, the standalone balance sheet of the Bank, i.e. the Amalgamated Entity for
April 1, 2020 and September 30, 2020 subsequent to the Amalgamation are therefore not comparable to the
audited standalone balance sheet of the Bank as of March 31, 2018, 2019 and 2020 included in this section and
elsewhere in this Placement Document. In preparing the audited opening balance sheet of the Bank as of April 1,
2020, the Amalgamation has been accounted under the “pooling of interest” method as prescribed in AS-14 on
‘Accounting for Amalgamation’ to record the amalgamation of the erstwhile OBC and erstwhile UBI with the
Bank with effect from April 1, 2020. Accordingly, the difference of X 9,268.29 crore (net of adjustments) between
the net assets of erstwhile OBC and erstwhile UBI and the amount of shares (and any fractional entitlement)
issued to shareholders of erstwhile OBC and erstwhile UBI has been recognized as ‘Amalgamation Adjustment
Reserve’. Our Bank has considered this amount under CET I for the purpose of calculation of CRAR and Leverage
Ratio. This amount has also been considered as part of Net Worth. For further information, see “Financial
Statements” on page 323.
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The Amalgamation has resulted in expanding our direct operational network in a number of additional geographic
regions in India, which will potentially enable us to strengthen customer relationships and grow our customer
base in these regions. For instance, our number of branches and ATMs increased from 6,563 and 9,168,
respectively, as of March 31, 2020 to 10,930 and 13,878, respectively, as of September 30, 2020. The
Amalgamation is also expected to result in increased operational efficiencies, enabling us to leverage significant
cost synergies, and strengthen our financial performance. Further, the Amalgamation is also expected to result in
an increase of our Bank’s deposit base, an increase in market share and enable us to leverage efficiencies of scale
in our operations. As of March 31, 2020, deposits were X 703,846.32 crore, while post Amalgamation, deposits
amounted to X 1,069,747.07 crore as of September 30, 2020. In addition, integration of the additional employees
employed at the erstwhile OBC and erstwhile UBI into our business operations is expected to substantially
increase our employee benefit expenses, mainly accruing out of liabilities with respect to provision of additional
superannuation benefits. Employees cost amounted to X 3,356.45 crore in the six months ended September 30,
2019. In the six months ended September 30, 2020, employees cost amounted to T 6,548.42 crore.

As part of our ongoing rationalization process following the Amalgamation, we will be required to take strategic
decisions for rationalization of branches and ATMs, discontinuing corresponding and/ or overlapping operating
divisions and to ensure redeployment of affected employees. Following the Amalgamation, we will continue to
focus on efficient management of high-value credit exposures through centralized credit monitoring, asset
classification and effective liquidity management. We also intend to develop an efficient, centralized data
management system in order to ensure seamless operations for a uniform customer base obtained from the
erstwhile OBC and erstwhile UBI following the Amalgamation. For further information on such ongoing
integration and consolidation measures following the Amalgamation, see “Our Business - Recent Development -
Amalgamation of erstwhile OBC and UBI” on page 198. We also expect limited impact on our credit metrics,
including asset quality and capitalization level. The successful implementation of rationalization measures
identified in such integration process may also result in significant increase in earnings on completion of
consolidation and integration processes. We believe that an increase in our consolidated net worth as a result of
the Amalgamation will enable us to maintain strong credit ratings and lower our cost of funds.

Also, see “- Presentation of Financial Information — Amalgamation of erstwhile OBC and erstwhile UBI” on
page 101.

Increasing NPA levels and provisioning

Indian banks are required to comply with RBI guidelines on income recognition and provisioning for NPAs.
Provisions are created by a charge to expense, and represent our Bank’s estimate for loan losses and risks inherent
in the credit portfolio. At a minimum, our Bank makes provisions in accordance with RBI guidelines, though it
may provide in excess of RBI requirements to reflect its internal estimates of actual losses. For example, in order
to address the impact of the evolving COVID-19 situation, our Bank made a provision of ¥ 995.31 crore for
COVID-19 pandemic as of September 30, 2020, which included an additional provision as a matter of prudence
for asset classification benefit due to COVID moratorium of X 400.00 crore.

The Supreme Court through its interim order dated September 3, 2020 directed that the accounts which were not
declared as NPA until August 31, 2020 shall not be declared as NPA till further orders. Accordingly, our Bank
has not classified any account as NPA, which was not NPA as on August 31, 2020. As a matter of prudence, our
Bank has made a contingent provision of X 180.00 crore in the six months ended September 30, 2020 in respect
of such accounts that were not classified as NPA which includes provision for interest income aggregating to X
85.00 crore reckoned in operating profit.

In accordance with the RBI guidelines and clarifications relating to COVID-19 Regulatory Package, the Bank
granted moratorium on the payment of instalments and/or interest, as applicable, falling due between March 1,
2020 and May 31, 2020 to eligible borrowers classified as standard, even if overdue, as on February 29, 2020. In
accordance with the additional Regulatory Package guidelines, the Bank granted a second moratorium on
instalments or interest, as applicable, due between June 1, 2020 and August 31, 2020. The moratorium period,
wherever granted, is excluded from the number of days past-due for the purpose of asset classification under
RBI's Income Recognition and Asset Classification norms. The following table provides certain information on
the asset classification and provisioning requirements as mandated by the RBI guidelines, for the six months
ended September 30, 2020:

Particulars Amount
Respective SMA2 amounts where asset classification benefit extended 35,953.11 crore
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Particulars Amount
Total provision at 10% made for the fourth quarter of Fiscal 2020 and first quarter of Fiscal 2021 in
terms of paragraph 5 of the RBI circular dated April 17, 2020 — 627.16 crore
Provision required for the fourth quarter of Fiscal 2020 and first quarter of Fiscal 2021 in terms of
paragraph 5 of the RBI circular dated April 17, 2020 — 595.31 crore

Provision to be released as of September 30, 2020 % 31.85 crore
Total provision held as on September 30, 2020 % 595.31 crore
Additional provision made as a matter of prudence for asset classification benefit due to COVID %400.00 crore
moratorium

Grand total of COVID provision % 995.31 crore
Provisions adjusted during the respective accounting periods against slippages and the residual % 31.85 crore

provisions in terms of paragraph 6 of the RBI circular dated April 17, 2020

As the COVID-19 situation evolves, there may be a significant increase in our NPA levels due to possible
deterioration in the credit quality of our borrowers. There can be no assurance that our borrowers will be able to
make timely and full repayments now that the moratorium has been lifted. As a result, we may experience higher
NPAs than anticipated due to our borrower’s reduced ability to make repayments. However, the full impact of the
pandemic on our asset quality may be realized only once the relevant asset classification periods have lapsed. As
a result, we may be required to recognise higher loan loss provisions in future periods, on account of the
uncertainty in the external environment due to COVID-19, which may adversely impact our asset quality and
profitability in future periods.

In addition, our loan portfolio includes loans to a wide range of businesses and industries. Financial difficulties
experienced by our customers or by particular sectors of the Indian economy, to which we have historically had
and continue to have significant exposure, could significantly increase our NPA levels. In Fiscals 2018, 2019 and
2020, and the six months ended September 30, 2020, our Bank’s gross NPAs as a percentage of our Bank’s gross
advances were 18.38%, 15.50%, 14.21% and 13.43%, respectively, and our Bank’s net NPAs as a percentage of
our Bank’s net advances were 11.24%, 6.56%, 5.78% and 4.75%, respectively.

Our Bank makes provisions for restructured borrowal accounts in accordance with RBI guidelines. RBI had issued
guidelines for ‘Resolution of Stressed Assets’ on February 12, 2018 and had withdrawn all earlier resolution
schemes i.e. Framework for Revitalizing Distressed Assets, Corporate Debt Restructuring Scheme, Flexible
Structuring of Existing Long Term Project Loans, Strategic Debt Restructuring Scheme (SDR), Change in
Ownership outside SDR, and Scheme for Sustainable Structuring of Stressed Assets (S4A). The Supreme Court
held the RBI circular dated February 12, 2018 to be ultra-vires, and the RBI issued a revised prudential framework
for resolution of stressed assets by banks on June 7, 2019. In accordance with this circular dated June 7, 2019,
our Bank has made an additional provision of ¥ 826.92 crore in 8 accounts (NPA category) and % 43.08 crore in
one account (standard category) as of September 30, 2020 .

Our profits are affected by the amounts provided against advances, investments and the related recovery and
litigation costs. If there is any deterioration in the quality of our security or further ageing of assets after being
classified as non-performing, we may be required to increase our provisions. Moreover, our ability to manage
NPA levels will depend on our ability to recover NPAs in a manner consistent with past abilities and further
improve our internal controls and processes. Our ability to reduce or contain the level of our NPAs is also
dependent on a number of factors beyond our control, such as increased competition, economic conditions with
respect to specific industries, fluctuations in interest and exchange rates or changes in laws and regulations.

To the extent, our Bank is able to recover any loans that have been written-off, such amount is credited to our
Bank’s income statement. Recoveries in written-off accounts amounted to X 980.73 crore, X 1,807.99 crore, X
3,095.40 crore and X 1,012.56 crore for Fiscals 2018, 2019 and 2020, and the six months ended September 30,
2020, respectively.

Capital adequacy, liquidity requirements and reserve ratios

The RBI imposes several compulsory deposit and capital adequacy requirements on financial institutions as a
mechanism to control the liquidity and stability of the Indian financial system.

Capital adequacy. Since April 1, 2013, capital adequacy ratios prescribed by the RBI Basel III Capital
Regulations have been implemented in phases. Under the RBI Basel I1I Capital Regulations, banks are required
to improve the quantity, quality and transparency of their Tier I capital, enhance risk coverage and supplement
the risk-based requirements with a leverage ratio. The Basel III Capital Regulations were expected to be fully
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implemented by March 31,2019. However, the RBI had deferred the implementation of the last tranche 0f 0.625%
of capital conservation buffer from March 31, 2020 to September 30, 2020, which has further been deferred until
April 1, 2021.

Reserve ratios. Commercial banks in India are subject to Cash Reserve Ratio (“CRR”) requirement as prescribed
under RBI regulations. CRR is our balance held in a current account with the RBI and is calculated as a specified
percentage of our net demand and time liabilities, excluding interbank deposits. Under the CRR requirements, as
of September 30, 2020, we are required to maintain a minimum of 3.00% (i.e., a reduction from 4.00% and such
reduction effective until March 26, 2021), of our eligible demand and time liabilities in a current account with the
RBI on an average fortnightly basis and on a particular day, the minimum daily maintenance of CRR should be
90% of prescribed CRR. Our Bank’s CRR for the fortnight ended September 30, 2020, was 3.01% of our net
demand and time liabilities. The RBI has the authority to prescribe CRR without any ceiling limits and is not
obliged to pay interest payments on CRR balances. In addition, all banks operating in India are also required to
maintain a Statutory Liquidity Ratio (“SLR”), which is a specified percentage of a bank’s net demand and time
liabilities by way of liquid assets such as cash, gold or approved unencumbered securities. SLR is intended to be
a measure to maintain the bank's liquidity, however, it has adverse implications on our ability to expand credit.
Changes in interest rates also impact the valuation of our SLR portfolio and thereby affecting our profitability.
Under the SLR requirement, as of September 30, 2020, we are required to maintain 18.00% of our demand and
time liabilities in approved securities such as Gol and state government securities and other approved securities
as compared to 18.25% as of March 31, 2020. For the fortnight ended September 30, 2020, SLR securities
comprised 29.64% of our Bank’s demand and time liabilities, as compared to 26.04% for the fortnight ended
March 31, 2020.

Liquidity requirements. The liquidity coverage ratio (“LCR”) stipulated by the Basel Committee became
effective from January 1, 2015. RBI, as part of Basel III Framework of Liquidity Standards, has issued and will
continue to issue guidelines on liquidity management applicable to banks. LCR is being implemented in a phased
manner, starting with a minimum requirement of 60% from January 1, 2015 to reach 100% by January 1, 2019.
However, in order to accommodate challenges faced by the banks on account of the COVID-19 pandemic, the
RBI has permitted banks to maintain a LCR of 80.00% from April 17, 2020 to September 30, 2020, 90.00% from
October 1, 2020 to March 31, 2021, and 100.00% from April 1, 2021 onwards. The current requirement is to
maintain incremental liquidity buffer of high quality liquid assets. While LCR provides higher safety, it results in
higher liquidity cost and hence lower profitability. LCR of our Bank was 194.14% as of September 30, 2020
compared to the minimum requisite LCR of 80.00%.

The Basel III guidelines are more stringent than the requirements prescribed by the earlier RBI guidelines and
compliance with such requirements will have an impact on our financial results, including certain key indicators
of financial performance, such as the return on equity. Further, more stringent compulsory deposit requirements
and capital adequacy requirements tend to negatively impact banks’ capital position, thus requiring banks to
commit additional capital in order to meet such increased requirements. Since 2013, the RBI has gradually
established more stringent compulsory deposit requirements and capital adequacy requirements, and not paid
interest on CRR balances. Any increases in the compulsory deposit requirements or capital adequacy requirements
that are applicable to our Bank (on account of regulatory changes or otherwise) could impact our profitability by
limiting the amount of our Bank’s capital that is available for commercial credit transactions or for investment in
higher-yielding securities, thus restricting our Bank’s ability to grow its business. We may also be compelled to
dispose of certain of our assets and/or take other measures in order to meet more stringent requirements, which
may adversely affect our results of operations and financial condition.

Interest income

Our results of operations depend largely on our net interest income. Our net interest income is determined by the
amount of interest-earning assets and interest-bearing liabilities, and on our spread, which is the difference
between the average rate earned on our interest-earning assets and the average rate payable on our interest-bearing
liabilities. Our net interest income is affected by a number of factors including interest rates, our ability to allocate
funds to assets that provide high interest rates, and cost of funding. In Fiscals 2018, 2019 and 2020, and the six
months ended September 30, 2020, our Bank’s net interest income, i.e. interest earned less interest expended, as
a percentage of total income (net of interest expended), in such periods, was 62.69%, 69.93%, 65.28% and
71.01%, respectively.

Interest rates
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Changes in interest rates affect the interest rates we charge on our interest-earning assets and that we pay on our
interest-bearing liabilities. Movements in short-term and long-term interest rates affect our interest income and
interest expense as well as the level of gains and losses on our securities portfolio. Indian banks including us
follow the direction of interest rates set by the RBI and adjust both deposit rates and lending rates upwards or
downwards accordingly. Decreases in the RBI policy rates would prompt Indian banks to re-examine their lending
rates. Adverse changes in prevailing interest rates may result in a decline in net interest income due to increase in
our costs of funds or deposits without a corresponding increase in our yield on assets. Interest rates are highly
sensitive to many external factors beyond our control, including growth rates in the economy, inflation, money
supply, RBI’s monetary policies, deregulation of the financial sector in India, domestic and international
economic and political conditions and other factors.

Further, the RBI issued a circular on September 4, 2019 making it mandatory for banks to link all floating rate
personal or retail loans and floating rate loans to micro and small enterprise borrowers to an external benchmark
with effect from October 1, 2019. With a view to further strengthening monetary policy transmission, RBI issued
a circular on February 26, 2020, to further link all new floating rate loans to the medium enterprises extended by
banks to the external benchmarks with effect from April 1, 2020. The banks are free to choose one of the several
benchmarks indicated in the circular. The banks are also free to choose their spread over the benchmark rate,
subject to the condition that the credit risk premium may undergo change only when borrower’s credit assessment
undergoes a substantial change, as agreed upon in the loan contract.

Allocation of funds

In recent years, there has been increased demand for funding across many sectors of the Indian economy. The
growth of the Indian economy has enabled us to allocate our funds from Government securities to advances,
which offer us higher returns subject to maintaining minimum statutory requirements. Further, we diversify our
net interest income portfolio by lending to retail customers, large corporates and small and medium enterprises
across various industry segments. If the volume of our loans decreases due to a general slowdown in the economy,
increased competition or other factors, our net interest income will decrease as well. In addition, we seek to
allocate our funds in an optimum manner at any point of time depending on our liquidity and prevailing interest
rates.

Sources of funding

Our primary interest-bearing liability is our deposit base. Adverse economic conditions may also limit or
negatively affect our ability to attract deposits, replace maturing liabilities in a timely manner and at commercially
acceptable rates, satisfy statutory liquidity requirements and access funding. To continue to source low-cost
funding through customer deposits, we must, among other measures, further develop our rapidly expanding branch
network, increase brand recall and develop products and services to distinguish ourselves in an increasingly
competitive industry. However, increasing customer sophistication, competition for funding, any sharp increase
in prevailing interest rates and changes to the RBI’s liquidity and reserve requirements may increase the rates that
we pay on our deposits. As of March 31, 2018, 2019 and 2020 and September 30, 2020, we had total deposits of
% 642,226.19 crore, X 676,030.14 crore, ¥ 703,846.32 crore and % 1,069,747.07 crore, respectively, and an
advance-to-deposit ratio (calculated as advances divided by deposits) of 73.38%, 74.88%, 73.44% and 67.02%,
respectively. As of September 30, 2020, our Bank’s domestic CASA deposits were X 459,393.12 crore. Our
domestic CASA ratio increased from 43.80% as in Fiscal 2018 to 44.05% in Fiscal 2020 and was 44.10% in the
six months ended September 30, 2020.

Our ability to meet demand for new loans and lower our cost of funding will depend on our ability to continue to
broad base our deposit profile, our ability to attract and retain new customers, and our continued access to term
deposits from the retail, corporate and inter-bank market. Our debt service costs and cost of funds depend on
many external factors, including developments in the Indian credit markets and, in particular, interest rate
movements and the existence of adequate liquidity in the inter-bank markets. Internal factors that will impact our
cost of funds include changes in our credit ratings, available credit limits and our ability to mobilize low-cost
deposits, particularly through our retail banking branches.

Regulatory measures and reforms
The banking industry in India is subject to extensive regulations issued by Governmental organizations and

regulatory bodies including the RBI, SEBI and the Insurance Regulatory and Development Authority, and self-
regulatory organisations. These regulations cover various aspects such as loans and advances, investments,
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deposits, risk management, foreign investment, corporate governance and market conduct, customer protection,
foreign exchange management, capital adequacy, margin requirements, know-your customer and anti-money
laundering, and provisioning for NPAs. The RBI also prescribes required levels of lending to “priority sectors”
such as agriculture, which may expose us to higher levels of risk than we may otherwise face.

Since 2013, the Gol has introduced various economic reforms intended to provide increased control and
transparency in the banking and financial services industry. In order to strengthen banks’ ability to effectively
resolve stressed assets and enhance transparency, the RBI has issued guidelines on the sale of stressed assets by
banks and introduced measures to deal with stressed assets. These guidelines require banks to identify the specific
financial assets identified for sale to other institutions, including securitisation companies/ reconstruction
companies.

Basel 111 reforms are the response of Basel Committee on Banking Supervision (“BCBS”) to improve the banking
sector’s ability to absorb shocks arising from financial and economic stress, whatever the source, thus reducing
the risk of spill over from the financial sector to the real economy. Basel III reforms strengthen the bank-level i.e.
micro prudential regulation, with the intention to raise the resilience of individual banking institutions in periods
of stress. Besides, the reforms have a macro prudential focus also, addressing system wide risks, which can build
up across the banking sector, as well as the pro cyclical amplification of these risks over time.

Monetary policy is heavily influenced by the condition of the Indian economy, and changes in the monetary policy
affect the interest rates of our advances and deposits. The RBI responds to fluctuating levels of economic growth,
liquidity concerns and inflationary pressures in the economy by adjusting its monetary policy. A monetary policy
designed to combat inflation typically results in an increase in RBI lending rates. Further, in addition to having
gradually established more stringent capital adequacy requirements, the RBI has also instituted several prudential
measures including an increase in risk weights for capital adequacy computation and general provisioning for
certain types of asset classes.

For further information, see “Regulations and Policies” on page 246. Other similar measures and regulatory
developments relating to the Indian banking and financial services industry may have a significant impact on our
operations and financial performance.

SIGNIFICANT ACCOUNTING POLICIES
BASIS OF PREPARATION

The financial statements have been prepared on historical cost basis and conform, in all material aspects, to
Generally Accepted Accounting Principles (GAAP) in India unless otherwise stated encompassing applicable
statutory provisions, regulatory norms prescribed by RBI, circulars and guidelines issued by the RBI from time to
time, Banking Regulation Act 1949, Accounting Standards and pronouncements issued by the ICAI and prevailing
practices in Banking industry in India.

In respect of foreign offices, statutory provisions and practices prevailing in respective foreign countries are
complied with except as specified elsewhere.

The financial statements have been prepared on going concern basis with accrual concept and in accordance with
the accounting policies and practices consistently followed unless otherwise stated.

Use of Estimates

The preparation of financial statements requires the management to make estimates and assumptions considered
in the reported amounts of assets and liabilities (including contingent liabilities) as on date of the financial
statements and the reported income and expenses for the reporting period. Management believes that the estimates
used in the preparation of the financial statements are prudent and reasonable.

Future results could differ from these estimates. Difference between the actual results and estimates is recognized
in the period in which the results are known / materialized. Any revision to the accounting estimates is recognized

prospectively in the current and future periods unless otherwise stated.

Revenue Recognition
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Income and expenditure are generally accounted for on accrual basis, except as stated below.

Income from NPAs, comprising of advances and investments, is recognized upon realization, as per the prudential
norms prescribed by the RBI/ respective country regulators in the case of foreign offices. Recoveries in NPA
accounts (irrespective of the mode /status / stage of recovery actions) are appropriated in the following order of
priority: (a) Expenditure/out of pocket expenses incurred for recovery including under SARFAESI Action (earlier
recorded in memorandum dues); (b) Principal irregularities i.e. NPA outstanding in the account gets
updated/adjusted, whichever is earlier; (c) Thereafter, towards the interest irregularities/ accrued interest. The sale
of NPA is accounted as per guidelines prescribed by RBI and as disclosed below.

During the quarter and half year ended September 30, 2020, the Bank has changed its accounting policy for
appropriation of recovery in NPA accounts from the earlier policy of appropriating recovery first against charges
recorded then principal advance amount and balance towards recorded/ derecognized interest income, to the new
policy of appropriation of recovery first against the charges recorded, followed by recorded interest/ derecognized
Interest and balance against the principal. For further information, see “ — Changes in Significant Accounting
Policies” on page 118.

Commission (excluding on Government Business), exchange, locker rent, income from merchant banking
transactions and Income on Rupee Derivatives designated as “Trading” are accounted for on realization and
insurance claims are accounted for on settlement. Interest on overdue inland bills is being accounted for on
realization and interest on overdue foreign bill, till its crystallization is accounted for on crystallization and
thereafter on realization.

In case of suit filed accounts, related legal and other expenses incurred are charged to Profit & Loss Account and
on recovery the same are accounted for as such.

Income from interest on refund of income tax is accounted for in the year the order is passed by the concerned
authority.

Lease payments including cost escalation for assets taken on operating lease are recognised in the Profit and Loss
Account over the lease term in accordance with the AS 19 (Leases) issued by ICAL

Provision for Reward Points on Credit cards is made based on the accumulated outstanding points in each
category.
Interest on unpaid and unclaimed matured term deposits is accounted for at savings bank rate.

Dividend (excluding Interim Dividend) is accounted for as and when the right to receive the dividend is
established.

Investments
The transactions in Securities are recorded on “Settlement Date”.

Investments are classified into six categories as stipulated in form A of the third schedule to the Banking
Regulation Act, 1949.

Investments have been categorized into "Held to Maturity" "Available for Sale" and "Held for Trading" in terms
of RBI guidelines as follows:(a) Securities acquired by the Bank with an intention to hold till maturity are
classified under "Held to Maturity"; (b) The securities acquired by the Bank with an intention to trade by taking
advantages of short-term price/ interest rate movements are classified under “Held for Trading”; (c) The securities,
which do not fall within the above two categories, are classified under "Available for Sale".

Investments in subsidiaries, joint ventures and associates are classified as HTM.

Transfer of securities from one category to another is carried out at the lower of acquisition cost/ book value/
market value on the date of transfer. The depreciation, if any, on such transfer is fully provided for. However,
transfer of securities from HTM category to AFS category is carried out on book value. After transfer, these
securities are immediately revalued and resultant depreciation, if any, is provided. An investment is classified as
HTM, HFT or AFS at the time of its purchase and subsequent shifting amongst categories is done in conformity
with regulatory guidelines.
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In determining acquisition cost of an investment: (a) Brokerage, commission, Securities Transaction Tax (STT)
etc. paid in connection with acquisition of securities are treated as revenue expenses upfront and excluded from
cost; (b) Interest accrued up to the date of acquisition/sale of securities i.e. broken- period interest is excluded
from the acquisition cost/sale consideration and the same is accounted in interest accrued but not due account; (c)
Cost is determined on the weighted average cost method for all categories of investments.

Investments are valued as per RBI/ FIMMDA guidelines, on the following basis

Held to Maturity. (i) Investments under "Held to Maturity" category are carried at acquisition cost. Wherever the
book value is higher than the face value/redemption value, the premium is amortized over the remaining period
to maturity on straight line basis. Such amortization of premium is reflected in Interest Earned under the head
“Income on investments” as a deduction; (ii) Investments in subsidiaries/joint ventures/associates are valued at
carrying cost less diminution, other than temporary in nature for each investment individually; (iii) Investments
in sponsored regional rural banks are valued at carrying cost; (iv) Investment in Venture Capital is valued at
carrying cost; (v) Equity shares held in HTM category are valued at carrying cost.

Available for Sale and Held for Trading

a) Govt. Securities: (i) Central Government Securities: At market prices/YTM as published by Fixed Income
Money Market and Derivatives Association of India (FIMMDA) / Financial Benchmark India Pvt. Ltd (FBIL).
(ii) State Government Securities: On appropriate yield to maturity basis as per FIMMDA/ RBI guidelines.

b) Securities guaranteed by Central / State Government, PSU Bonds (not in the nature of advances)): On
appropriate yield to maturity basis as per FIMMDA/ RBI guidelines

c¢) Treasury Bills: At carrying cost

d) Equity shares: At market price, if quoted, otherwise at break up value of the Shares as per latest Balance Sheet
(not more than one year old), otherwise at Re.1 per company

e) Preference shares: At market price, if quoted or on appropriate yield to maturity basis not exceeding redemption
value as per RBI/ FIMMDA guidelines.

f) Bonds and debentures (not in the nature of advances): At market price, if quoted, or on appropriate yield to
maturity basis as per RBI/FIMMDA guidelines.

g) Units of mutual funds: As per stock exchange quotation, if quoted; at repurchase price/NAV, if unquoted

h) Commercial Paper: At carrying cost

i) Certificate of Deposits: At carrying cost

j) Security receipts of ARCIL: At net asset value of the asset as declared by ARCIL

k) Venture Capital Funds: At net asset value (NAV) declared by the VCF

1) Other Investments: At carrying cost less diminution in value

The above valuation in category of Available for Sale and Held for Trading is done scrip wise on quarterly basis
and depreciation/appreciation is aggregated for each classification.

Net depreciation for each classification, if any, is provided for while net appreciation is ignored. On provision for
depreciation, the book value of the individual security remains unchanged after marking to market.

Investments are subject to appropriate provisioning/ de-recognition of income, in line with the prudential norms
of Reserve Bank of India for NPI classification. The depreciation/provision in respect of non-performing securities
is not set off against the appreciation in respect of the other performing securities. If any credit facility availed by
an entity is NPA in the books of the Bank, investment in any of the securities issued by the same entity would
also be treated as NPI and vice versa. However, in respect of NPI preference share where the dividend is not paid,
the corresponding credit facility is not treated as NPA.

Profit or loss on sale of investments in any category is taken to Profit and Loss account but, in case of profit on
sale of investments in "Held to Maturity" category, an equivalent amount (net of taxes and amount required to be
transferred to Statutory Reserve) is appropriated to "Capital Reserve Account”.

Securities repurchased/resold under buy back arrangement are accounted for at original cost.
The securities sold and purchased under Repo/Reverse Repo are accounted as Collateralized lending and
borrowing transactions. However, securities are transferred as in the case of normal outright sale/purchase

transactions and such movement of securities is reflected using the Repo/ Reverse Repo Accounts and Contra
entries. The above entries are reversed on the date of maturity. Costs and revenues are accounted as interest
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expenditure/income, as the case may be. Balance in Repo Account is classified under schedule 4 (Borrowings)
and balance in Reverse Repo Account is classified under Schedule 7 (Balance with Banks and Money at Call &
Short Notice).The same is also applicable to LAF with RBI.

The derivatives transactions are undertaken for trading or hedging purposes. Trading transactions are marked to
market. As per RBI guidelines, different categories of swaps are valued as under:-

Hedge Swaps. Interest rate swaps with hedge interest bearing asset or liability are accounted for on accrual basis
except the swaps designated with an asset or liability that are carried at market value or lower of cost in the
financial statement. Gain or losses on the termination of swaps are recognized over the shorter of the remaining
contractual life of the swap or the remaining life of the asset/ liabilities.

Trading Swaps. Trading swap transactions are marked to market with changes recorded in the financial
statements. Exchange Traded Derivatives entered into for trading purposes are valued at prevailing market rates
based on rates given by the Exchange and the resultant gains and losses are recognized in the Profit and Loss
Account.

Foreign Currency Options. Foreign currency options written by the bank with a back to-back contract with
another bank are not marked to market since there is no market risk. Premium received is held as a liability and
transferred to the Profit and Loss Account on maturity/cancellation.

Loans / Advances and Provisions Thereon

Advances are classified as performing and non-performing assets; provisions are made in accordance with
prudential norms prescribed by RBI: (a) Advances are classified: Standard, Sub Standard, Doubtful and Loss
assets borrower wise; (b) Advances are stated net of specific loan loss provisions, provision for diminution in fair
value of restructured advances.

In respect of foreign offices, the classification of loans and advances and provisions for NPAs are made as per the
local regulations or as per the norms of RBI, whichever is more stringent. Loans and advances held at the overseas
branches that are identified as impaired as per host country regulations for reasons other than record of recovery,
but which are standard as per the extant RBI guidelines, are classified as NP As to the extent of amount outstanding
in the host country.

Financial Assets sold are recognized as follows. (a) For Sale of financial assets sold to SCs/RCs: (i) If the sale
to SCs/RCs is at a price below the Net Book Value (NBV), (i.e. Book Value less provisions held), the shortfall
should be debited to the Profit & Loss account of that year. Bank can also use counter cyclical / floating provisions
for meeting the shortfall on sale of NPAs i.e. when the sale is at a price below the NBV; (ii) If the sale is for a
value higher than the NBV, Bank can reverse the excess provision on sale of NPAs to its profit and loss account
in the year, the amounts are received. However, Bank can reverse excess provision (when the sale is for a value
higher than the NBV) arising out of sale of NPAs, only when the cash received (by way of initial consideration
and/ or redemption of SRs/ PTCs) is higher than the NBV of the asset. Further, reversal of excess provision will
be limited to the extent to which cash received exceeds the NBV of the asset.

(b) For Sale of financial assets sold to Other Banks/ NBFCs/FIs etc.: (i) In case the sale is at a price below the Net
Book Value (NBV) i.e. Book Value less provision held, the shortfall should be debited to the Profit & Loss account
of'that year; (ii) In case the sale is for a value higher than the Net Book Value (NBV) i.e. Book Value less provision
held, the excess provision shall not be reversed but will be utilized to meet the shortfall/ loss on account of sale
of other Non Performing Financial Assets; (iii) In case there is overall surplus over and above the excess provision
in any of the sale transaction that surplus amount will be taken in the profit &loss account.

Restructured Assets. For restructured/rescheduled advances, provisions are made in accordance with guidelines
issued by RBI from time to time. Necessary provision for diminution in the fair value of a restructured account is
made.

The Bank considered a restructured account as one where the Bank, for economic or legal reasons relating to the
borrower's financial difficulty, grants concessions to the borrower. Restructuring would normally involve
modification of terms of the advances / securities, which would generally include, among others, alteration of
repayment period / repayable amount/ the amount of installments / rate of interest / roll over of credit facilities /
sanction of additional credit facility / enhancement of existing credit limits / compromise settlements where time
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for payment of settlement amount exceeds three months. Restructured accounts are classified as such by the Bank
only upon approval and implementation of the restructuring package.

Standard accounts classified as NPA and NPA accounts retained in the same category on restructuring by the bank
are upgraded only when all the outstanding loan / facilities in the account demonstrate ‘satisfactory performance’
(i.e., the payments in respect of borrower entity are not in default at any point of time) during the ‘specified
period’.

‘Specified period’ means the period from the date of implementation of Resolution plan (RP) up to the date by
which at least 20 percent of the outstanding principal debt as per the RP and interest capitalization sanctioned as
part of the restructuring, if any, is repaid. Provided that the specified period cannot end before one year from the
commencement of the first payment of interest or principal (whichever is later) on the credit facility with longest
period of moratorium under the terms of RP.

For the large accounts (i.e., accounts where the aggregate exposure of lenders is X100 crore and above) to qualify
for an upgrade, in addition to demonstration of satisfactory performance, the credit facilities of the borrower shall
also be rated as investment grade (BBB- or better) as at the end of the ‘specified period’ by CRAs accredited by
the Reserve Bank for the purpose of bank loan ratings. While accounts with aggregate exposure of 500 crore and
above shall require two ratings, those below X500 crore shall require one rating. If the ratings are obtained from
more than the required number of CRAs, all such ratings shall be investment grade to qualify for an upgrade.

In case satisfactory performance during the specified period is not demonstrated, the accounts, immediately on
such default, are reclassified as per the repayment schedule that existed before the restructuring. Any future
upgrade for such accounts would be contingent on implementation of a fresh RP and demonstration of satisfactory
performance thereafter.

In addition to the specific provision on NPAs, general provisions are also made for standard assets as per extant
RBI Guidelines. These provisions are reflected in Schedule 5 of the Balance Sheet under the head “Other
Liabilities & Provisions — Others” and are not considered for arriving at the Net NPAs.

In accordance with RBI guidelines, accelerated provision is made on non-performing advances which were not
earlier reported by the Bank as Special Mention Account under “SMA-2" category to Central Repository of
Information on Large Credits (CRILC).

Amounts recovered against debts written-off in earlier years and provisions no longer considered necessary in the
context of the current status of the borrower are recognized in the profit and loss account.

Provision for Country Exposure. In addition to the specific provisions held according to the asset classification
status, provisions are also made for individual country exposures (other than the home country).Countries are
categorized into seven risk categories, namely, insignificant, low, moderately low, moderate, moderately high,
high & very high and provisioning made as per extant RBI guidelines. If the country exposure (net) of the Bank
in respect of each country does not exceed 1% of the total funded assets, no provision is maintained on such
country exposures. The provision is reflected in Schedule 5 of the Balance Sheet under the “Other liabilities &
Provisions — Others”.

An additional provision of 2% (in addition to country risk provision that is applicable to all overseas exposures)
against standard assets representing all exposures to step down subsidiaries of Indian Corporates has been made
to cover the additional risk arising from complexity in the structure, location of different intermediary entities in
different jurisdictions exposing the Indian Company, and hence the Bank, to a greater political and regulatory
risk.

Property, Plant & Equipment
Property, Plant & Equipment are stated at historical cost less accumulated depreciation/amortization, wherever
applicable, except those premises, which have been revalued. The appreciation on revaluation is credited to

revaluation reserve and incremental depreciation attributable to the revalued amount is deducted there from.

Software is capitalized and clubbed under Intangible assets.
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Cost includes cost of purchase and all expenditure such as site preparation, installation costs and professional fees
incurred on the asset till the time of capitalization. Subsequent expenditure/s incurred on the assets are capitalized
only when it increases the future benefits from such assets or their functioning capability.

Depreciation
Depreciation on assets (including land where value is not separable) is provided on straight-line method based on
estimated life of the asset, except in respect of computers where it is calculated on the straight-line method, at the

rates prescribed by RBI.

Depreciation on assets has been provided at the rates specified below:

Particulars Rate of Depreciation
Freehold Properties
Land NIL
Depreciation to be provided on construction cost where the land | 2.5% (40 years straight line method or remaining life
cost is segregated and on total cost where the land cost is not | which ever is lower)
ascertainable and cannot be segregated.
Land acquired on perpetual lease where no lease period is NIL
mentioned
Land acquired on lease where lease period is mentioned Over lease period
Building
Constructed on free hold land and on leased land, where lease 2.50%
period is above 40 years
Constructed on leased land where lease period is below 40 years. Over lease period
Built-up assets taken over from erstwhile Nedungadi Bank Ltd 4.00%
Furniture and fixtures- steel articles 5.00%
Furniture and fixtures-wooden articles 10.00%
Mattresses 20.00%
Mobile Phone Instruments 33.33%
Machinery, electrical and miscellaneous articles 15.00%
Motor cars and cycles 15.00%
Computers, ATMs and related items, laptop, i pad 33.33%
Computer Application Software — Intangible Assets
- Up t0 325,000 Charged to Revenue
- Others 33.33%
ENBI Properties Since 25 years have already passed, we will adopt the
same method as in case of PNB properties

Depreciation on fresh additions to assets other than bank's own premises is provided from the day in which the
assets are put to use and in the case of assets sold/disposed of during the year, up to the date in which it is sold/
disposed of i.e. daily basis.

The depreciation on bank's own premises existing at the close of the year is charged for full year. The construction
cost is depreciated only when the building is complete in all respects. Where the cost of land and building cannot
be separately ascertained, depreciation is provided on the composite cost, at the rate applicable to buildings.

In respect of leasehold premises, the lease premium, if any, is amortized over the period of lease and the lease rent
is charged in the respective year(s).

The revalued assets are depreciated over the balance useful life of the asset as assessed at the time of revaluation.
Impairment of Assets

The carrying costs of assets are reviewed at each Balance Sheet date if there is any indication of impairment based
on internal/external factors. An impairment loss is recognized wherever the carrying cost of an asset exceeds its
recoverable amount. The recoverable amount is the greater of the assets net selling price and value in use. In
assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount

rate that reflects current market assessments of the time value of money and risks specific to the asset.

After impairment, if any, depreciation is provided on the revised carrying cost of the asset over its remaining
useful life. A previously recognized impairment loss is increased or reversed depending on changes in
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circumstances. However, the carrying value after reversal is not increased beyond the carrying value that would
have prevailed by charging usual depreciation if there was no impairment.

Employment Benefits

Provident Fund. Provident fund is a defined contribution scheme as the Bank pays fixed contribution at pre-
determined rates. The obligation of the Bank is limited to such fixed contribution.
The contribution is charged to Profit & Loss account.

Gratuity. Gratuity liability is a defined benefit obligation and is provided for on the basis of an actuarial valuation.
The scheme is funded by the bank and is managed by a separate trust.

Pension. Pension liability is a defined benefit obligation and is provided for on the basis of an actuarial valuation.
The scheme is funded by the bank and is managed by a separate trust.

The Bank operates a New Pension Scheme (NPS) for all officers/ employees joining the Bank on or after April 1,
2010. As per the scheme, the covered employees contribute 10% of their basic pay plus dearness allowance to the
scheme together with a matching contribution from the Bank. Pending completion of the registration procedures
of the employees concerned, these contributions are retained. The Bank recognizes such annual contributions as
an expense in the year to which they relate. Upon the receipt of the Permanent Retirement Account Number
(PRAN), the consolidated contribution amounts are transferred to the NPS Trust.

Compensated Absences. Accumulating compensated absences such as privilege leave and sick leave (including
unavailed casual leave) are provided for based on actuarial valuation.

Other Employee Benefits. Other Employee Benefits such as Leave Fare Concession (LFC), Silver Jubilee Award,
etc. are provided for based on actuarial valuation. In respect of overseas branches and offices, the benefits in
respect of employees other than those on deputation are valued and accounted for as per laws prevailing in the
respective countries.

Translation of Foreign Currency Transactions and Balances
Transactions involving foreign exchange are accounted for in accordance with AS 11, “The Effect of Changes in
Foreign Exchange Rates”.

Except advances of erstwhile London branches which are accounted for at the exchange rate prevailing on the
date of parking in India, all other monetary assets and liabilities, guarantees, acceptances, endorsements and other
obligations are translated in Indian Rupee equivalent at the exchange rates prevailing as on the Balance Sheet date
as per Foreign Exchange Dealers' Association of India (FEDAI) guidelines.

Non-monetary items other than fixed assets which are carried at historical cost are translated at exchange rate
prevailing on the date of transaction.

Outstanding Forward exchange spot and forward contracts are translated as on the Balance Sheet date at the rates
notified by FEDAI and the resultant gain/loss on translation is taken to Profit & Loss Account. Foreign exchange
spot/forward contracts/deals (Merchant and Inter-bank) which are not intended for trading/Merchant Hedge and
are outstanding on the Balance Sheet date, are reverse re-valued at the closing FEDAI spot/forward rate in order
to remove revaluation effect on exchange profit. The premium or discount arising at the inception of such a
forward exchange contract is amortized as interest expense or income over the life of the contract.

Income and expenditure items are accounted for at the exchange rate prevailing on the date of transaction.
Exchange differences arising on the settlement of monetary items at rates different from those at which they were
initially recorded are recognized as income or as expense in the period in which they arise. Gains/Losses on
account of changes in exchange rates of open position in currency futures trades are settled with the exchange
clearing house on daily basis and such gains/ losses are recognized in the Profit and Loss Account.

Offices outside India / Offshore Banking Units:
i. Operations of foreign branches and off shore banking unit are classified as "Non-integral foreign operations"
and operations of representative offices abroad are classified as "integral foreign operations".

ii. Foreign currency transactions of integral foreign operations and non-integral foreign operations are accounted
for as prescribed by AS-11.
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iii. Exchange Fluctuation resulting into Profit/loss of non-integral operations is credited /debited to Exchange
Fluctuation Reserve.
Taxes on Income

Income tax expense is the aggregate amount of current tax and deferred tax expense incurred by the Bank. The
current tax expense and deferred tax expense are determined in accordance with the provisions of the Income Tax
Act, 1961 and as per Accounting Standard 22 - Accounting for Taxes on Income respectively after taking into
account taxes paid at the foreign offices, which are based on the tax laws of respective jurisdictions.

Deferred Tax adjustments comprises of changes in the deferred tax assets or liabilities during the year. Deferred
tax assets and liabilities are recognized by considering the impact of timing differences between taxable income
and accounting income for the current year, and carry forward losses. Deferred tax assets and liabilities are
measured using tax rates and tax laws that have been enacted or substantively enacted at the balance sheet date.
The impact of changes in deferred tax assets and liabilities is recognized in the profit and loss account. Deferred
tax assets are recognized and re-assessed at each reporting date, based upon management’s judgment as to whether
their realization is considered as reasonably/virtually certain.

Earnings per Share

The Bank reports basic and diluted earnings per share in accordance with AS 20 -‘Earnings per Share’ issued by
the ICAI. Basic Earnings per Share are computed by dividing the Net Profit after Tax for the year attributable to
equity shareholders by the weighted average number of equity shares outstanding for the year.

Provisions, Contingent Liabilities and Contingent Assets:

In conformity with AS 29, “Provisions, Contingent Liabilities and Contingent Assets”, issued by the Institute of
Chartered Accountants of India, the Bank recognizes provisions only when it has a present obligation as a result
of a past event, and would result in a probable outflow of resources embodying economic benefits will be required
to settle the obligation, and when a reliable estimate of the amount of the obligation can be made.

Contingent Assets are not recognized in the financial statements.

Bullion Transactions

The Bank imports bullion including precious metal bars on a consignment basis for selling to its customers. The
imports are typically on a back-to-back basis and are priced to the customer based on price quoted by the supplier.
The Bank earns a fee on such bullion transactions. The fee is classified under commission income. The Bank also
accepts deposits and lends gold, which is treated as deposits/advances as the case may be with the interest paid /
received classified as interest expense/income.

Segment Reporting

The Bank recognizes the Business segment as the Primary reporting segment and Geographical segment as the
Secondary reporting segment, in accordance with the RBI guidelines and in compliance with the Accounting
Standard 17 issued by ICAL.

The Bank, in accordance with RBI Circular FIDD.CO.Plan.BC.23/ 04.09.01/2015-16 dated April 7, 2016, trades
in Priority Sector portfolio by selling or buying PSLC. There is no transfer of risks or loan assets in these
transactions. The fee paid for purchase of the PSLC is treated as an ‘Expense’ and the Fee received from sale of
PSLCs is treated as ‘Other Income’.

CHANGES IN SIGNIFICANT ACCOUNTING POLICIES

Six months ended September 30, 2020

There was a change in the following accounting policies in the six months ended September 30, 2020:

e During the quarter and half year ended September 30, 2020, the Bank has changed its accounting policy for

appropriation of recovery in NPA accounts from the earlier policy of appropriating recovery first against
charges recorded then principal advance amount and balance towards recorded/ derecognized interest income,
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to the new policy of appropriation of recovery first against the charges recorded, followed by recorded
interest/ derecognized interest and balance against the principal. This change in accounting policy has resulted
in increase in profit before tax by X 271.46 crore and corresponding increase in Net Advances by the even
amount.

Fiscal 2020

There was no change in accounting policy in Fiscal 2020, however, the rate of depreciation/ amortization on
computer application software (other than computer application software up to ¥ 25,000) was increased from
20.00% to 33.33%.

Fiscal 2019
There was a change in the following accounting policies in Fiscal 2019:

e During Fiscal 2019, our Bank changed its accounting policy for provisions on non-performing investments
in preference shares, debentures and bonds, from the earlier policy of provisioning on sub-standard and
doubtful assets in accordance with the NPA provisioning norms, to the new policy of valuing these

investments based on the yield-to-maturity method in accordance with RBI guidelines on calculation of
bonds.

Fiscal 2018
There was no change in accounting policy in Fiscal 2018.
Adoption of Ind AS

The Financial Statements and other financial information included or incorporated by reference in this Placement
Document are based on our Bank’s standalone and consolidated financial statements prepared in accordance with
Indian GAAP. The Institute of Chartered Accountants of India has issued Ind AS, a revised set of accounting
standards, which largely converges the Indian accounting standards with International Financial Reporting
Standards. The Ministry of Corporate Affairs (“MCA”), which is the law making authority for adoption of
accounting standards in India, has notified these Ind AS for adoption. Further, the MCA has also issued a roadmap
for transition to Ind AS by Indian companies in a phased manner starting from April 1, 2016. For banking
companies and non-banking finance companies, the implementation of Ind AS, which was earlier to begin from
April 1, 2018, has been deferred until further notice as recommended legislative amendments were still under
consideration by the Government. The RBI does not permit banks to adopt Ind AS earlier than the official
implementation timelines. However, our Bank is in the process of taking necessary steps for implementation of
Ind AS which includes updation of systems and other processes.

Ind AS 109 — Financial Instruments (converged form of International Financial Reporting Standard 9) would have
a significant impact on the way financial assets and liabilities are classified and measured, resulting in volatility
in profit or loss and equity. Ind AS will change, among other things, our Bank’s methodology for estimating
allowances for probable loan losses and for classifying and valuing its investment portfolio and its revenue
recognition policy. For further information, see “Key Regulations and Policies in India—Laws, rules and
regulations governing the Bank—Indian Accounting Standards” and “Risk Factors —The effects of the adoption
of Indian Accounting Standards (“Ind AS”) are uncertain and any failure to successfully adopt Ind AS could
adversely affect our business, financial conditions and results of operations.” on pages 246 and 64, respectively.

COMPONENTS OF INCOME AND EXPENDITURE

Income

Interest Earned

Interest earned consists of interest/ discount on advances and bills, income on investments, interest on balances
with Reserve Bank of India and other inter-bank funds and other interest earned. Income from investments consists
of interest on investments in India and outside India. Our securities portfolio consists primarily of Government

securities, debentures and bonds and equity shares. We also have investments in our subsidiaries, joint ventures,
and associates. On the balances that we maintain with RBI to meet our cash reserve requirements, we do not
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receive any interest.
Other Income

Our non-interest income consists of (i) commission, exchange and brokerage, (ii) profit on the sale of investments,
(iii) profit/loss on revaluation of investments, (iv) profit/ loss on the sale of land, buildings and other assets (v)
profit on exchange transactions, (vi) income earned by way of dividend etc. from subsidiaries/ companies and/or
joint ventures abroad/in India, and (vii) miscellaneous income, which primarily includes recoveries in assets
written off.

Expenditure
Interest Expended

Our interest expended includes interest on deposits, interest on RBI and inter-bank borrowings and other interest,
such as, Tier I and Tier II bond interest.

Operating Expenses

Our operating expenses include, among others, (i) payments to and provision for employees, (ii) rent, taxes and
lighting, (iii) printing and stationery, (iv) advertisement and publicity, (v) depreciation/ amortization on our
Bank’s property, (vi) directors’ fees, allowances and expenses (vii) auditors’ fee and expenses, (viii) law charges,
(ix) postage, telegrams, telephones, etc., (x) repairs and maintenance, (xi) insurance and (xii) other expenditure.

Provisions and Contingencies

Our provisions and contingencies consist of (i) provision made towards income tax, (ii) provision towards NPAs
(net), (iii) provision for depreciation in the value of investments (net), (iv) provision towards standard assets, and
(v) other provisions which includes provisions and contingencies towards restructured advances.

RESULTS OF OPERATIONS
SIX MONTHS ENDED SEPTEMBER 30, 2020 COMPARED TO SEPTEMBER 30, 2019

Pursuant to the Gazette Notification no. CG-DL-E04032020-216535 dated March 4, 2020 issued by the
Government of India, the scheme of amalgamation between Oriental Bank of Commerce and United Bank of
India and our Bank was approved and Oriental Bank of Commerce and United Bank of India were amalgamated
with our Bank with effect from April 1, 2020. The financial results for the six months ended September 30, 2020
includes operations of erstwhile Oriental Bank of Commerce and United Bank of India. Accordingly, the financial
results for the six months ended September 30, 2020 are not comparable with our financial results for the six
months ended September 30, 2019. For further information, see “— Presentation of Financial Information —
Amalgamation of Oriental Bank of Commerce and United Bank of India” and “~ Principal Factors Affecting our
Results of Operations and Financial Condition — Effect of Amalgamation of Oriental Bank of Commerce and
United Bank of India” and “Financial Statements” on pages 101, 105 and 323, respectively.

The following table sets forth certain information with respect to our Bank’s results of operations on a standalone
basis for the six months ended September 30, 2020 and September 30, 2019:

Six months ended September 30,
2019 | 2020"
(Unaudited)
(R crore)

Income
Interest earned 26,378.36 41,550.75
Other income 4,339.99 6,180.61
Total Income 30,718.35 47,731.36
Expenditure
Interest expended 17,973.16 26,409.12
Operating expenses 5,701.82 10,367.28
Provisions and contingencies 5,517.69 10,025.70
Total expenses (excluding provisions and contingencies) 29,192.67 46,802.10
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Six months ended September 30,
2019 | 2020
(Unaudited)
R crore)
Net profit/ (loss) for the period | 1,525.68 | 929.26

*The erstwhile OBC and UBI were amalgamated into our Bank with effect from April 1, 2020. As a result, the financial results for the six
months ended September 30, 2020 include operations of erstwhile OBC and UBI. Accordingly, the financial results for the six months ended
September 30, 2020 are not comparable with our financial statements/ financial results for periods prior to the Amalgamation.

Income

Interest Earned

Interest earned amounted to X 26,378.36 crore in the six months ended September 30, 2019 primarily comprising
interest/ discount on advances/ bills of X 17,756.72 crore, interest on investments of X 7,375.39 crore and interest
on balances with RBI and other interbank funds of ¥ 1,169.41 crore. In the six months ended September 30, 2020,
interest earned amounted to X 41,550.75 crore primarily comprising interest/ discount on advances/ bills of
27,930.01 crore, income on investments of ¥ 12,318.67 crore and interest on balances with RBI and other
interbank funds of ¥ 1,005.77 crore.

Other Income

Other income amounted to X 4,339.99 crore in the six months ended September 30, 2019. In the six months ended
September 30, 2020, other income amounted to X 6,180.61 crore.

Expenditure
Interest Expended

Interest expended amounted to X 17,973.16 crore in the six months ended September 30, 2019. In the six months
ended September 30, 2020, interest expended amounted to X 26,409.12 crore.

Global net interest margin was 2.85% as of September 30, 2020. As of September 30, 2019, global net interest
margin was 2.27%.

Operating Expenses

Operating expenses amounted to ¥ 5,701.82 crore in the six months ended September 30, 2019 comprising
employees cost of X 3,356.45 crore and other operating expenses of ¥ 2,345.37 crore. In the six months ended
September 30, 2020, operating expenses amounted to X 10,367.28 crore comprising employees cost of X 6,548.42
crore and other operating expenses of X 3,818.86 crore.

Provisions and Contingencies

Provisions (other than tax) and contingencies amounted to % 4,952.21 crore in the six months ended September
30, 2019. In the six months ended September 30, 2020, provisions (other than tax) and contingencies amounted
to X 9,382.04 crore.

Net Profit/ (Loss) from ordinary activities after tax for the period

Our Bank recorded net profit from ordinary activities after tax of X 1,525.68 crore in the six months ended
September 30, 2019. In the six months ended September 30, 2020, our Bank recorded a net profit from ordinary
activities after tax of ¥ 929.26 crore.

FISCAL 2020 COMPARED TO FISCAL 2019

The following table sets forth certain information with respect to our Bank’s results of operations on a standalone
basis for Fiscals 2019 and 2020:
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Fiscal
2019 | 2020
(Audited)
R crore)
Income
Interest earned 51,310.25 53,800.03
Other income 7,377.41 9,274.13
Total Income 58,687.66 63,074.16
Expenditure
Interest expended 34,153.94 36,362.24
Operating expenses 11,538.48 11,973.37
Provisions and contingencies 22,970.73 14,402.36
Total expenses 68,663.15 62,737.97
Net profit/ (loss) for the period (9,975.49) | 336.19
Income

Interest Earned

Total interest earned increased by 4.85% from ¥ 51,310.25 crore in Fiscal 2019 to X 53,800.03 crore in Fiscal
2020. This increase was primarily attributable due to an increase in (i) interest/ discount on advances/ bills by
2.08% from X 35,086.21 crore in Fiscal 2019 to X 35,814.96 crore in Fiscal 2020 primarily due to increase in
average advances from X 454,370.91 crore as of March 31, 2019 to ¥ 457,992.91 crore as of March 31, 2020; (ii)
income on investments by 8.70% from I 14,105.97 crore in Fiscal 2019 to % 15,332.60 crore in Fiscal 2020 on
account of increase in average investments by 12.98% from X 190,257.27 crore as of March 31, 2019 to X
214,956.51 crore as of March 31, 2020; and (iii) interest on balances with Reserve Bank of India and other bank
funds by 32.72% from ¥ 1,891.39 crore in Fiscal 2019 to % 2,510.22 crore in Fiscal 2020 mainly due to increase
in interest income on liquidity adjustment facility, i.e. on loans made to the RBI through reverse repo agreements.
This increase was partially offset by a decrease in interest earned on others by 37.25% from X 226.68 crore in
Fiscal 2019 to X 142.25 crore in Fiscal 2020 primarily due to decline in interest received in RIDF and decline in
interest received on income tax refund.

Other Income

Other income increased by 25.71% from % 7,377.41 crore in Fiscal 2019 to % 9,274.13 crore in Fiscal 2020. This
was primarily due to an increase in (i) commission, exchange and brokerage by 0.40% from X 2,805.74 crore in
Fiscal 2019 to X 2,817.00 crore in Fiscal 2020; (ii) profit on sale of investments by 49.32% from X 1,092.68 crore
in Fiscal 2019 to % 1,631.63 crore in Fiscal 2020 on account of increase in trading profit due to management of
investment portfolio aided by favourable market conditions; (iii) profit on sale of land, buildings and other assets
from R 18.37 crore in Fiscal 2019 to X 41.67 crore in Fiscal 2020 on account of sale of a portion of the erstwhile
head office of the Bank in Delhi; (iv) income earned by way of dividends etc. from subsidiaries/ companies and/
or joint ventures in India and abroad, by 3.57% from X 148.80 crore in Fiscal 2019 to ¥ 154.11 crore in Fiscal
2020; and (v) miscellaneous income by 49.52% from X 2,802.52 crore in Fiscal 2019 to ¥ 4,190.38 crore in Fiscal
2020 on account of higher recovery in written-off accounts through implementation of resolution plans as well as
normal recoveries i.e. one-time settlements, sale of immoveable properties, under SARFAESI proceedings and
other recoveries.

This was partially offset by a decrease in profit on exchange transaction (net) by 13.74% from % 509.31 crore in
Fiscal 2019 to X 439.34 crore in Fiscal 2020 on account of decrease in merchant foreign exchange turnover of the
Bank.

Expenditure

Interest Expended

Total interest expended increased by 6.47% from R 34,153.94 crore in Fiscal 2019 to % 36,362.24 crore in Fiscal
2020. This increase was primarily attributable due to an increase in interest on deposits by 6.70% from X 32,217.78
crore in Fiscal 2019 to X 34,374.80 crore in Fiscal 2020 due to increase in average deposits by 6.23% from X

627,143.81 crore as of March 31, 2019 to % 666,206.09 crore as of March 31, 2020, and increase in interest on
Reserve Bank of India/ interbank borrowings by 18.38% from X 552.43 crore in Fiscal 2019 to % 653.95 crore in
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Fiscal 2020 on account of borrowings made under long-term repo operations, i.e. option given to banks for long-
term borrowings from the RBI at the repo rate. This increase was offset by a decrease in interest expended on
others by 3.63% from X 1,383.73 crore in Fiscal 2019 to X 1,333.49 crore in Fiscal 2020.

As a result, global net interest margin was 2.30% as of March 31, 2020 compared to 2.41% as of March 31, 2019,
a decline of 11 bps.

Operating Expenses

Operating expenses increased by 3.77% from X 11,538.48 crore in Fiscal 2019 to X 11,973.37 crore in Fiscal 2020.
This increase was primarily attributable to (i) rent, taxes and lighting, which increased by 4.77% from X 764.54
crore in Fiscal 2019 to X 800.98 crore in Fiscal 2020; (ii) advertisement and publicity, which increased by 69.06%
from X 46.38 crore in Fiscal 2019 to X 78.41 crore in Fiscal 2020 due to increase in outdoor advertising expenses
incurred on account of increased focus on branding activities; (iii) insurance, which increased by 11.88% from
681.20 crore in Fiscal 2019 to X 762.12 crore in Fiscal 2020, as a result of increase in premium payable under the
Deposit Insurance and Credit Guarantee Scheme of the RBI, due to increase in deposits; (iv) directors’ fees,
allowances and expenses by 37.25% from X 1.40 crore in Fiscal 2019 to % 1.92 crore in Fiscal 2020; (v) repairs
and maintenance expenses by 15.28% from X 280.61 crore in Fiscal 2019 to ¥ 323.50 crore in Fiscal 2020; and
(vi) other expenditure, which increased by 13.23% from I 1,744.34 crore in Fiscal 2019 to ¥ 1,975.17 crore in
Fiscal 2020 due to increase in charges incurred towards ATMs/ kiosk, fees payable to concurrent auditors, and
expenses on credit card rewards.

This increase was offset by a decrease in (i) law charges by 15.16% from X 119.87 crore in Fiscal 2019 toX 101.71
crore in Fiscal 2020; (ii) postage, telegrams, telephones, etc., by 3.55% from X 207.62 crore in Fiscal 2019 to
200.24 crore in Fiscal 2020.

Provisions and Contingencies

Provisions and contingencies decreased by 37.30% from X 22,970.73 crore in Fiscal 2019 to X 14,402.36 crore in
Fiscal 2020. These provisions mainly include provision towards NPAs, provision towards standard assets,
provision on restructured assets, provision for depreciation on investment, provisions made towards income tax
and other provisions and contingencies. The decrease in provision and contingencies was primarily due to the
decrease in provisions towards NPAs, which decreased by 40.80% from X 24,434.59 crore in Fiscal 2019 to
14,464.08 crore in Fiscal 2020. This decrease was due to a one-time provisioning requirement in Fiscal 2018 and
Fiscal 2019 of X 7,178.42 crore each (and no corresponding such requirement in Fiscal 2020), as a result of the
fraud detected in the quarter ended March 31, 2018, at our Brady House, Mumbai branch involving certain
accounts under gems and jewelry sector. For further information, see “Financial Statements” and “Management’s
Discussions and Analysis on Financial Condition and Results of Operations — Auditor Observations and Matters
of Emphasis” on pages 323 and 101, respectively.

Net Profit/ (Loss) for the Period

As a result of the reasons discussed above, we recorded net profit of ¥ 336.19 crore in Fiscal 2020 compared to
net loss 0f ¥ 9,975.49 crore in Fiscal 2019.

FISCAL 2019 COMPARED TO FISCAL 2018

The following table sets forth certain information with respect to our Bank’s results of operations on a standalone
basis for Fiscals 2018 and 2019:

Fiscal
2018 | 2019

(Audited)

 crore)
Income
Interest earned 47,995.77 51,310.25
Other income 8,880.87 7,377.41
Total Income 56,876.64 58,687.66
Expenditure
Interest expended 33,073.37 34,153.94
Operating expenses 13,509.07 11,538.48
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Fiscal
2018 | 2019
(Audited)
R crore)
Provisions and contingencies 22,577.02 22.970.73
Total expenses 69,159.46 68,663.15
Net profit/ (loss) for the period (12,282.82) | (9,975.49)

Income
Interest Earned

Total interest earned increased by 6.91% from % 47,995.77 crore in Fiscal 2018 to ¥ 51,310.25 crore in Fiscal
2019. This increase was primarily attributable due to an increase in (i) interest/ discount on advances/ bills by
10.22% from X 31,833.08 crore in Fiscal 2018 to X 35,086.21 crore in Fiscal 2019 primarily due to increase in
average advances by 6.90% from X 425,061.47 crore as of March 31, 2018 to ¥ 454,370.91 crore as of March 31,
2019; (ii) income on investments by 1.14% from % 13,946.98 crore in Fiscal 2018 to ¥ 14,105.97 crore in Fiscal
2019 on account of increase in the total investment book size; and (iii) interest earned on others by 5.79% from
214.28 crore in Fiscal 2018 to X 226.68 crore in Fiscal 2019 primarily due to increase in interest received from
investments in the rural infrastructure development fund.

This increase was offset by a decrease in interest on balances with Reserve Bank of India and other bank funds
by 5.50% from X 2,001.42 crore in Fiscal 2018 to ¥ 1,891.39 crore in Fiscal 2019 on account of reduced balances
with the RBI through reverse repo operations.

Other Income

Other income decreased by 16.93% from < 8,880.87 crore in Fiscal 2018 to X 7,377.41 crore in Fiscal 2019. This
was primarily due to a decrease in (i) profit on sale of investments significantly from % 3,256.61 crore in Fiscal
2018 to X 1,092.68 crore in Fiscal 2019 as the Bank recorded a onetime profit of ¥ 1,231.59 crore from sale of a
portion of the equity shares held in our Associate, PNB-Housing Finance Limited (PNBHFL) during Fiscal 2018;
(i1) profit on exchange transaction net by 36.82% from < 806.14 crore in Fiscal 2018 to X 509.31 crore in Fiscal
2019 on account of lower foreign exchange turnover.

This decrease was significantly offset by an increase in (i) commission, exchange and brokerage by 0.50% from
%2,791.91 crore in Fiscal 2018 to X 2,805.74 crore in Fiscal 2019; (ii) profit on sale of land, buildings and other
assets from X 2.59 crore in Fiscal 2018 to ¥ 18.37 crore in Fiscal 2019, primarily due to sale of a portion of our
erstwhile head office and few other properties; and (iii) miscellaneous income by 48.74% from < 1,884.14 crore
in Fiscal 2018 to X 2,802.52 crore in Fiscal 2019 on account of increase in realisation of written off accounts
through implementation of resolution plans as well as normal recoveries i.e. one-time settlements, sale of
immoveable properties under, SARFAESI proceedings and other recoveries.

Expenditure

Interest Expended

Total interest expended increased by 3.27% from X 33,073.37 crore in Fiscal 2018 to % 34,153.94 crore in Fiscal
2019. This increase was primarily attributable due to an increase in interest on deposits by 5.79% from X 30,455.53
crore in Fiscal 2018 to ¥ 32,217.78 crore in Fiscal 2019 primarily due to increase in average deposits by 2.15%
from % 613,928.88 crore as of March 31, 2018, to ¥ 627,143.81 crore as of March 31, 2019, coupled with elevated
interest rates. This increase was offset by a decrease in other interests by 32.98% from X 2,064.69 crore in Fiscal

2018 to % 1,383.73 crore in Fiscal 2019 primarily due to lower expenditure under interest paid on bonds.

As a result, global net interest margin was 2.41% as of March 31, 2019 compared to 2.16% as of March 31, 2018,
an increase of 25 bps, primarily on account of the increase in the net interest income by 14.97%.

Operating Expenses

Operating expenses decreased by 14.59% from X 13,509.07 crore in Fiscal 2018 to X 11,538.48 crore in Fiscal
2019. This decrease was primarily attributable to a decrease in (i) payments to and provision for employees by
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24.06% from X 9,168.79 crore in Fiscal 2018 to ¥ 6,963.16 crore on account of lower provisioning requirements
under AS-15 in Fiscal 2019 based on revised assessments by the Bank; (ii) printing and stationery by 7.28% from
2.90.99 crore in Fiscal 2018 to X 84.37 crore in Fiscal 2019; (iii) directors’ fees, allowances and expenses by
11.39% from X 1.58 crore in Fiscal 2018 to X 1.40 crore in Fiscal 2019; and (iv) auditors’ fees and expenses by
9.81% from X 74.24 crore in Fiscal 2018 to X 66.96 crore in Fiscal 2019.

This decrease was offset by an increase in (i) rent, taxes and lighting by 3.48% from X 738.86 crore in Fiscal 2018
to X 764.54 crore in Fiscal 2019; (ii) law charges by 63.42% from X 73.35 crore in Fiscal 2018 to X 119.87 crore
in Fiscal 2019; (iii) insurance expenses by 6.13% from % 641.87 crore in Fiscal 2018 to X 681.20 crore in Fiscal
2019; (iv) repairs and maintenance expenses by 6.94% from X 262.40 crore in Fiscal 2018 to X 280.61 crore in
Fiscal 2019; and (v) other expenditure by 4.82% from % 1,664.09 crore in Fiscal 2018 to % 1,744.34 crore in Fiscal
2019 due to increase in expenses incurred for outsourcing of financial services.

Provisions and Contingencies

Provisions and contingencies increased by 1.74% from X 22,577.02 crore in Fiscal 2018 to X 22,970.73 crore in
Fiscal 2019. These provisions mainly include provision towards NPAs, provision towards standard assets,
provision on restructured assets, provision for depreciation on investment, provisions made towards income tax
and other provisions and contingencies. The increase in provision and contingencies was primarily due to an
increase in provisions towards standard assets.

Net Profit/ (Loss) for the Period

As a result of the reasons discussed above, we recorded net loss of X 9,975.49 crore in Fiscal 2019 compared to
net loss of ¥ 12,282.82 crore in Fiscal 2018.

FINANCIAL CONDITION
Assets

The table below sets out the principal components of our Bank’s assets as of the dates indicated:

As of March 31, As of September 30,
2018 | 2019 | 2020 2020*
(Audited) (Unaudited)
R crore)
Cash and balances with the RBI 28,789.03 32,129.13 38,397.85 68,592.81
Balance with banks and money at call and short notice 66,672.97 43,158.91 37,595.18 35,204.57
Investments 200,305.98 | 202,128.22 | 240,465.64 391,754.24
Advances (net) 433,734.72 | 45824920 | 471,827.72 652,662.69
Fixed assets 6,349.33 6,224.85 7,239.07 10,852.85
Other assets 29,978.07 33,059.14 35,140.45 68,058.54
Total assets 765,830.10 | 774,949.46 | 830,665.91 1,227,125.70

* The erstwhile OBC and UBI were amalgamated into our Bank with effect from April 1, 2020. As a result, the financial results for the six
months ended September 30, 2020 includes operations of erstwhile OBC and UBI. Accordingly, the financial results for the six months ended
September 30, 2020 are not comparable with our financial statements/ financial results for periods prior to the Amalgamation.

As of September 30, 2020, total assets were X 1,227,125.70 crore primarily comprising advances of X 652,662.69
crore and investments of X 391,754.24 crore.

Total assets increased by 7.19% from X 774,949.46 crore as of March 31, 2019 to X 830,665.91 crore as of March
31, 2020. This increase was primarily due to (i) an increase in investments by 18.97% from % 202,128.22 crore as
of March 31, 2019 to X 240,465.64 crore as of March 31, 2020; (ii) an increase in advances by 2.96% from
458,249.20 crore as of March 31, 2019 to X 471,827.72 crore as of March 31, 2020; and (iii) an increase in cash
and balances with the RBI by 19.51% from  32,129.13 crore as of March 31, 2019 to ¥ 38,397.85 crore as of
March 31, 2020. This increase was marginally offset by a decrease in balance with banks and money at call and
short notice by 12.89% from I 43,158.91 crore as of March 31, 2019 to ¥ 37,595.18 crore as of March 31, 2020.

Total assets increased by 1.19% from X 765,830.10 crore as of March 31, 2018 to X 774,949.46 crore as of March

31, 2019. This increase was primarily due to (i) an increase in cash and balances with the RBI by 11.60% from
28,789.03 crore as of March 31, 2018 to ¥ 32,129.13 crore as of March 31, 2019; (ii) an increase in advances by
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5.65% from % 433,734.72 crore as of March 31, 2018 to ¥ 458,249.20 crore as of March 31, 2019; (iii).an increase
in investments by 0.91% from X 200,305.98 crore as of March 31, 2018 to X 202,128.22 crore as of March 31,
2019; and (iv) an increase in other assets by 10.28% from X 29,978.07 crore as of March 31, 2018 to ¥ 33,059.14
crore as of March 31, 2019. This increase was marginally offset by a decrease in balance with banks and money
at call and short notice by 35.27% from X 66,672.97 crore as of March 31, 2018 to ¥ 43,158.91 crore as of March
31, 2019.

Advances

The following table sets forth a breakdown of our Bank’s gross advances as of the dates indicated:

As of March 31,
2018 | 2019 | 2020
(Audited)

R crores) % of total R crores) | % of total R crores) | % of total

MSME loans 81,502.08 17.29% 79,037.58 15.61% 70,284.15 13.60%
Agriculture loans 90,008.71 19.10% 100,120.99 19.78% 86,121.70 16.66%
Retail loans 62,335.71 13.23% 78,655.67 15.54% 83,479.42 16.15%
Corporate and others 194,618.92 41.29% 231,998.16 45.83% 256,274.42 49.58%
Zg&i’nces Gross  domestic | /o8 46542 |  90.91% | 48981240 | 96.76% | 496159.69 | 95.98%
International loans 42,831.18 9.09% 16,381.90 3.24% 20,769.14 4.02%
Total Gross advances 471,296.60 100.00% 506,194.30 100.00% 516,928.83 | 100.00%

As of September 30,
2019 | 2020*
(Unaudited)

R crores) % of total R crores) % of total

MSME loans 74,055.91 15.62% 122,002.74 17.02%
Agriculture loans 80,407.94 16.96% 124,350.01 17.34%
Retail loans 78,629.06 16.59% 130,155.45 18.15%
Corporate and others 222,037.54 46.83% 320,833.86 44.75%
Total Gross domestic advances 455,130.45 96.00% 697,342.06 97.27%
International loans 18,954.81 4.00% 19,582.22 2.73%
Total Gross advances 474,085.26 100.00% 716,924.28 100.00%

* The erstwhile OBC and UBI were amalgamated into our Bank with effect from April 1, 2020. As a result, the financial results for the six
months ended September 30, 2020 includes operations of erstwhile OBC and UBI. Accordingly, the financial results for the six months ended
September 30, 2020 are not comparable with our financial statements/ financial results for periods prior to the Amalgamation.

Gross advances consists of bills purchased and discounted, cash credit, overdrafts and loans repayable on demand,
and term loans.

As of September 30, 2020, total gross advances were X 716,924.28 crore primarily comprising corporate and other
loans of ¥ 320,833.86 crore and retail, agriculture, and MSME loans of X 376,508.20 crore.

As of September 30, 2020, net advances were X 652,662.69 crore primarily comprising of term loan of X
292,853.76 crore and cash credit, overdraft and loans repayable on demand of % 359,175.94 crore.

Our Bank’s gross advances increased by 2.12% from X 506,194.30 crore as of March 31, 2019 to X 516,928.83
crore as at March 31, 2020. The increase was primarily due to increase in gross retail credit which increased by
6.13% from X 78,655.67 crore as of March 31, 2019 to X 83,479.42 crore as of March 31, 2020. Within retail
credit, gross advances under housing loans increased from March 31, 2019 to March 31, 2020. Our Bank’s
portfolio of international loans also increased by 33.58% from X 16,381.90 crore as of March 31, 2019 to R
20,769.14 crore as of March 31, 2020.

Our Bank’s net advances increased by 2.96% from X 458,249.20 crore as of March 31, 2019 to ¥471,827.72 crore
as of March 31, 2020 primarily due to an increase in cash credits, overdrafts and loans repayable on demand, by
8.44% from X 287,332.98 crore as of March 31, 2019 to X 311,580.68 crore as of March 31, 2020. This increase
was offset by a decrease in term loans by 5.37% from X 168,874.30 crore as of March 31, 2019 to X 159,800.98
crore as of March 31, 2020. Advances outside India increased by 26.95% from % 15,219.54 crore as of March 31,
2019 to % 19,321.17 crore as of March 31, 2020, as a result of an increase in other advances outside India from
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4,684.36 crore as of March 31, 2019 to % 10,803.16 crore as of March 31, 2020 on account of fresh advances
availed in certain specific accounts. Advances in India increased by 2.14% from X 443,029.66 crore as of March
31,2019 to X 452,506.55 crore as of March 31, 2020, primarily due to an increase in advances to the public sector,
which increased by 73.71% from X 51,769.76 crore as of March 31, 2019 to ¥ 89,930.01 crore as of March 31,
2020 on account of increased focus on lending to the public sector, state government and central government
undertakings.

Our Bank’s gross advances increased by 7.40% from T 471,296.60 crore as of March 31, 2018 to X 506,194.30
crore as at March 31, 2019. The increase was primarily due to an increase in gross agricultural loans by 11.12%
from % 90,008.71 crore as of March 31, 2018 to % 100,120.99 crore as of March 31, 2019, and increase in gross
retail loans by 26.18% from X 62,335.71 crore as of March 31, 2018 to X 78,655.67 crore as of March 31, 2019,
particularly housing loans.

Our Bank’s net advances increased by 5.65% from X 433,734.72 crore as of March 31, 2018 to ¥ 458,249.20 crore
as of March 31, 2019 primarily due to an increase in term loans by 25.73% from X 134,314.87 crore as of March
31,2018 to % 168,874.30 crore as of March 31, 2019. There was an increase in cash credits, overdrafts and loans
repayable on demand by 3.06% from X 278,796.47 crore as of March 31, 2018 to % 287,332.98 crore as of March
31,2019. Advances outside India decreased significantly by 62.88% from ¥ 41,002.70 crore as of March 31, 2018
to T 15,219.54 crore as of March 31, 2019, as a result of a decrease in other loans by 46.57% from X 8,766.67
crore as of March 31, 2018 to ¥ 4,684.36 crore as of March 31, 2019 on account of a decrease in loans availed by
oil marketing companies. Advances due from banks also decreased by 73.36% from X 27,027.91 crore as of March
31,2018 to X 7,200.64 crore as of March 31, 2019 on account of unavailability of buyers’ credit facility, and bills
purchased and discounted decreased by 81.17% from X 496.83 crore as of March 31, 2018 to X 93.54 crore as of
March 31, 2019 on account of a slowdown in trade turnover globally. Advances in India increased by 12.81%
from T 392,732.02 crore as of March 31, 2018 to X 443,029.66 crore as of March 31, 2019, primarily due to an
increase in advances to the public sector, which increased by 32.78% from X 38,987.68 crore as of March 31,
2018 to ¥ 51,769.76 crore as of March 31, 2019 on account of increased focus on lending to the public sector,
state government and central government undertakings.

Investments

Our Bank’s investments primarily represent investments in government securities and other approved securities,
investments in debt instruments such as debentures and bonds of highly rated public sector undertakings and
corporates, investments in equity shares, security receipts, short term money market instruments such as
commercial paper, certificates of deposits and investments in Subsidiaries, Associates.

As of September 30, 2020, total investments were X 391,754.24 crore primarily comprising Government securities
of % 337,595.68 crore and debentures and bonds of X 34,175.92 crore. Investments increased by 18.97% from
202,128.22 crore as of March 31, 2019 to X 240,465.64 crore as of March 31, 2020, primarily due to an increase
in net investments in India, largely comprising government securities that increased by 26.25% from % 161,236.60
crore as of March 31, 2019 to X 203,559.38 crore as of March 31, 2020. The increase of government securities in
our investment portfolio was driven by increase in deposits and surplus liquidity conditions. We also recorded an
increase in net investments in others- mutual funds, CP, etc. which increased from T 2,086.35 crore as of March
31, 2019 to X 5,216.47 crore as of March 31, 2020. This increase was partially offset by a decrease in net
investments in shares by 21.02% from < 3,699.25 crore as of March 31, 2019 to X 2,921.62 crore as of March 31,
2020, and a decrease in net investments in debentures and bonds by 24.85% from X 27,694.40 crore as of March
31,201910%320,812.21 crore as of March 31, 2020 on account of on account of prudent asset liability management
strategy. Net investments outside India increased by 8.48% from X 6,673.55 crore as of March 31, 2019 to 2
7,239.69 crore as of March 31, 2020.

Investments increased by 0.91% from % 200,305.98 crore as of March 31, 2018 to X 202,128.22 crore as of March
31, 2019, primarily due to an increase in net investments in India, largely comprising government securities that
increased by 6.04% from X 152,046.35 crore as of March 31, 2018 to ¥ 161,236.60 crore as of March 31, 2019.
The increase of government securities in our investment portfolio was primarily driven by increase in deposits
and also movement of investment from short term liquid instruments to dated government securities. This increase
was offset by a decrease in net investments in shares by 15.60% from ¥ 4,383.03 crore as of March 31, 2018 to X
3,699.25 crore as of March 31, 2019, decrease in net investments in debentures and bonds, which decreased by
9.53% from X 30,610.88 crore as of March 31, 2018 to X 27,694.40 crore as of March 31, 2019, and decrease in
net investments in others- mutual funds, CP, etc. by 57.59% from ¥ 4,919.51 crore as of March 31, 2018 to
2,086.35 crore as of March 31, 2019 on account of movement of funds to dated government securities for

127



improved yields. Net investments outside India decreased by 11.34% from X 7,527.16 crore as of March 31, 2018
to % 6,673.55 crore as of March 31, 2019 on account of a decrease in net investments in government securities
including local authorities by 58.74% from X 1,902.06 crore as of March 31, 2018 to X 784.73 crore as of March
31, 2019 on account of liquidation of Investments which were earlier required to be maintained as per the local
regulatory laws of foreign branches.

Balances with Banks and Money at Call and Short Notice

As of September 30, 2020, balances with banks and money at call and short notice amounted to X 35,204.57 crore.
Balances with Banks and Money at Call and Short Notice was X 37,595.18 crore as of March 31, 2020 compared
to X 43,158.91 crore as of March 31, 2019 and % 66,672.97 crore as of March 31, 2018. The decrease in Fiscal
2020 was primarily driven by a decrease in (i) balances with banks in India which significantly decreased from
19,039.07 crore as of March 31,2019 to X 8,289.84 crore as of March 31, 2020 on account of increased deployment
of funds in money at call and short notice due to higher yields, driven by closing of the financial year; and (ii)
other deposit accounts outside India which decreased from ¥ 10,688.35 crore as of March 31, 2019 to X 7,590.19
crore as of March 31, 2020. The decrease in Fiscal 2020 was offset by an increase in money at call and short
notice in India, which increased from X 12,200.00 crore as of March 31, 2019 to % 20,000.00 crore as of March
31, 2020.

The decrease in overnight liquidity of the Bank in Fiscal 2019 was primarily attributable to a significant decrease
in (i) money at call and short notice with other institutions in India, which decreased from X 29,054.06 crore as of
March 31, 2018 to % 12,200.00 crore as of March 31, 2019; (ii) balances in current accounts in India, which
decreased from X 578.40 crore as of March 31, 2018 to X 97.97 crore as of March 31, 2019; and (iii) other deposit
accounts outside India, which decreased from X 25,673.54 crore as of March 31, 2018 to X 10,688.35 crore as of
March 31, 2019. This decrease was partially offset by an increase in balances in other deposit accounts in India,
which increased from X 10,002.68 crore as of March 31, 2018 to X 18,941.10 crore as of March 31, 2019, as a
result of the Bank’s preference to deploy excess overnight liquidity with the RBI through reverse repo in exchange
for favorable returns.

Other Assets

Other assets primarily include interest accrued, tax paid in advance/ tax deducted at source (net), non-banking
assets acquired in satisfaction of claims, others and deferred tax assets (net). Other assets was I 68,058.54 crore
as of September 30, 2020.

Other assets amounted to X 35,140.45 crore as of March 31, 2020 compared to X 33,059.14 crore as of March 31,
2019 and % 29,978.07 crore as of March 31, 2018. The increase in Fiscal 2020 was due to an increase in (i) interest
accrued by 1.52% from X 5,030.86 crore as of March 31, 2019 to X 5,107.23 crore as of March 31, 2020, (ii) tax
paid in advance/ tax deducted at source (net) by 10.92% from X 3,102.75 crore as of March 31, 2019 to X 3,441.49
crore as of March 31, 2020; and (iii) deferred tax asset (net) by 7.44% from X 18,580.10 crore as of March 31,
2019 to X 19,961.90 crore as of March 31, 2020. This increase in Fiscal 2020 was offset by a decrease in non-
banking assets acquired in satisfaction of claims by 49.65% from X 107.41 crore as of March 31, 2019 to X 54.08
crore as of March 31, 2020 on account of sale of properties worth X 52.82 crore in Fiscal 2020.

The increase during Fiscal 2019 was primarily driven by a significant increase in deferred tax asset (net) by
40.60% from X 13,214.75 crore as of March 31, 2018 to % 18,580.10 crore as of March 31, 2019 and tax paid in
advance/ tax deducted at source by 15.55% from X 2,685.13 crore as of March 31, 2018 to X 3,102.75 crore as of
March 31, 2019. This increase was offset by a decrease in others by 29.99% from < 8,898.21 crore as of March
31,2018 to % 6,229.70 crore as of March 31, 2019.

Liabilities

The table below sets out the principal components of our Bank’s shareholders’ funds and liabilities as of the dates
indicated:

As of March 31, As of September
2018 [ 2019 | 2020 30, 2020*
(Audited) (Unaudited)
(X crore)
Capital 552.11 | 920.81 |  1,347.51] 1,882.13
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As of March 31, As of September
2018 | 2019 [ 2020 30, 2020*
(Audited) (Unaudited)
R crore)
Reserves and surplus 40,522.19 43,866.31 61,009.97 85,074.96
Deposits 642,226.19 | 676,030.14 | 703,846.32 1,069,747.07
Borrowings 60,850.75 39,325.92 50,225.43 45,731.17
Other liabilities and provisions 21,678.86 14,806.29 14,236.68 24,690.37
Total Liabilities 765,830.10 | 774,949.46 | 830,665.91 1,227,125.70

* The erstwhile OBC and UBI were amalgamated into our Bank with effect from April 1, 2020. As a result, the financial results for the six
months ended September 30, 2020 include operations of erstwhile OBC and UBI. Accordingly, the financial results for the six months ended
September 30, 2020 are not comparable with our financial statements/ financial results for periods prior to the Amalgamation.

As of September 30, 2020, total liabilities amounted to I 1,227,125.70 crore. Total liabilities amounted to X
830,665.91 crore as of March 31, 2020 compared to X 774,949.46 crore as of March 31, 2019 and X 765,830.10
crore as of March 31, 2018. The increase Fiscals 2020, 2019 and 2018 was primarily on account of growth in our
Bank’s deposits.

Deposits

The following table sets forth a breakdown of our Bank’s deposits, as well as the percentage of total deposits that
each item contributes, as of the dates indicated:

As of March 31, As of September 30,
2018 2019 2020 2020*
Amount Percentag Amount | Percentag Amount Percentag Amount Percenta
R crore) e of total R crore) e of total R crore) e of total R crore) ge of
deposits deposits deposits total
(%) (%) (%) deposits
(%)
(Audited) (Unaudited)
Demand o N o N
deposits 40,374.20 6.29% 44,375.08 6.56% 45,714.45 6.49% 66,592.82 6.23%
Savings
bank 222,873.11 34.70% | 240,665.39 35.60% 256,760.12 36.48% 392,884.38 36.73%
deposits
dTeeg;‘Si | 37897888 59.01% | 390,989.67| 57.84% | 401,371.75 57.03% | 610269.87|  57.05%
g:pt)ilsits 642,226.19 100.00% | 676,030.14| 100.00% 703,846.32 100.00% | 1,069,747.07| 100.00%

* The erstwhile OBC and UBI were amalgamated into our Bank with effect from April 1, 2020. As a result, the financial results for the six
months ended September 30, 2020 includes operations of erstwhile OBC and UBI. Accordingly, the financial results for the six months ended
September 30, 2020 are not comparable with our financial statements/ financial results for periods prior to the Amalgamation.

Deposits mainly comprise demand deposits, savings bank deposits and term deposits.

Deposits amounted to % 1,069,747.07 crore as of September 30, 2020 primarily comprising term deposits of T
610,269.87 crore and savings bank deposits of X 392,884.38 crore.

Deposits increased by 4.11% from X 676,030.14 crore as of March 31, 2019 to X 703,846.32 crore as of March
31, 2020 primarily due to an increase in savings bank deposits by 6.69% from X 240,665.39 crore as of March 31,
2019 to X 256,760.12 crore as of March 31, 2020. There was also an increase in term deposits by 2.66% from
390,989.67 crore as of March 31, 2019 to X 401,371.75 crore as of March 31, 2020.

Deposits increased by 5.26% from X 642,226.19 crore as of March 31, 2018 to X 676,030.14 crore as of March
31,2019 primarily due to an increase in savings bank deposits by 7.98% from X 222,873.11 crore as of March 31,
2018 to X 240,665.39 crore as of March 31, 2019. There was also an increase in term deposits by 3.17% from X
378,978.88 crore as of March 31, 2018 to % 390,989.67 crore as of March 31, 2019.

Borrowings

Borrowings mainly comprise borrowings from the RBI, banks, institutions, agencies and unsecured redeemable
debt.
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Our Bank’s borrowings amounted to X 45,731.17 crore as of September 30, 2020 primarily comprising unsecured
redeemable debt of X 21,559.00 crore and borrowings from institution and agencies of X 9,988.03 crore.

Our Bank’s borrowings increased by 27.72% from X 39,325.92 crore as of March 31, 2019 to % 50,225.43 crore
as of March 31, 2020, primarily attributable to an increase in (i) borrowings from the RBI in India from < 3,000.24
crore as of March 31, 2019 to X 18,825.00 crore as of March 31, 2020 on account of short-term borrowing of X
15,000 crore from the RBI at the end of Fiscal 2020, to prevent the temporary liquidity mismatch that may have
arisen due to the Amalgamation, and, (ii) borrowings from other banks in India from X 2,714.83 crore as of March
31, 2019 to X 5,849.85 crore as of March 31, 2020 on account of some reciprocal deposits. This increase was
partially offset by a decrease in (i) borrowings from other institutions and agencies in India by 65.04% from
8,598.57 crore as of March 31, 2019 to X 3,006.09 crore as of March 31, 2020 on account of maturity of certain
high cost borrowings; (ii) tier I bonds (perpetual debt instruments) by 11.76% from % 5,950.00 crore as of March
31,2019 to X 5,250.00 crore as of March 31, 2020; (iii) tier II bonds by 6.67% from X 7,500.00 crore as of March
31,2019 to X 7,000.00 crore as of March 31, 2020; and (iv) borrowings outside India by 14.47% from < 8,762.28
crore as of March 31, 2019 to X 7,494.48 crore as of March 31, 2020 on account of maturity of some of our Tier
II bonds and non-issuance of fresh debt securities by the Bank.

Our Bank’s borrowings decreased by 35.37% from X 60,850.75 crore as of March 31, 2018 to % 39,325.92 crore
as of March 31, 2019, primarily attributable to a decrease in (i) borrowings from the RBI in India by 81.93% from
% 16,606.00 crore as of March 31, 2018 to X 3,000.24 crore as of March 31, 2019 on account of reduced
requirements for overnight funds that are typically required to address temporary liquidity mismatches on the
financial year closing date; (ii) borrowings from other banks in India by 37.14% from % 4,318.79 crore as of March
31,2018 to X 2,714.83 crore as of March 31, 2019 on account of maturity of some high cost borrowings; (iii) tier
II bonds by 21.05% from X 9,500.00 crore as of March 31, 2018 to X 7,500.00 crore as of March 31, 2019 on
account of maturity of some of our high coupon Tier II bonds; and (iv) borrowings outside India by 50.24% from
%X 17,608.12 crore as of March 31, 2018 to X 8,762.28 crore as of March 31, 2019 on account of maturity of our
borrowings. This decrease was partially offset by an increase in borrowings from other institutions and agencies
in India from X 3,847.34 crore as of March 31, 2018 to X 8,598.57 crore as of March 31, 2019 on account of
refinancing of certain loans at favorable rates from government agencies/ institutions.

Other Liabilities and Provisions
Other liabilities and provisions represent bills payable, interest payable, deferred tax liability and other provisions.

Other liabilities and provisions amounted to X 24,690.37 crore as of September 30, 2020, primarily comprising
Others (including provisions) of X 18,950.19 crore.

Other liabilities and provisions decreased by 3.85% from X 14,806.29 crore as of March 31, 2019 to X 14,236.68
crore as of March 31, 2020, primarily due to a decrease in (i) bills payable from X 2,028.73 crore as of March 31,
2019 to ¥ 1,811.91 crore as of March 31, 2020; (ii) interest accrued by 6.64% from X 1,663.99 crore as of March
31, 2019 to X 1,553.48 crore as of March 31, 2020; and (iii) others (including provisions) by 2.17% from X
11,111.39 crore as of March 31, 2019 to X 10,869.75 crore as of March 31, 2020.

Other liabilities and provisions decreased by 31.70% from % 21,678.86 crore as of March 31, 2018 to X 14,806.29
crore as of March 31, 2019, primarily due to a decrease in (i) bills payable by 15.42% from X 2,398.53 crore as of
March 31, 2018 to % 2,028.73 crore as of March 31, 2019; (ii) interest accrued by 4.57% from X 1,743.71 crore as
of March 31, 2018 to % 1,663.99 crore as of March 31, 2019; and (iii) others (including provisions) by 36.63%
from ¥ 17,534.04 crore as of March 31, 2018 to X 11,111.39 crore as of March 31, 2019 on account of payment
of liability recognized in Fiscal 2018 and paid in Fiscal 2019, in relation to the documentary credits with respect
to the fraudulent transactions involving an account engaged in the gems and jewellery sector. For further
information, see “Financial Statements” and “Risk Factors — Weakness or failures of our internal control system
may cause significant operational errors, which may in turn materially and adversely affect our business” on page
323 and 51, respectively.

Divergence in Asset Classification and Provisioning
The RBI assesses the compliance by banks with the extant prudential norms on income recognition, asset

classification and provisioning (“IRACP”) as part of its supervisory processes. The RBI, in its circular dated April
1, 2019, requires banks to make suitable disclosures, wherever either (i) the additional divergence in assets

130



classification and provisioning for NPAs assessed by RBI exceeds 10% of the reported profit before provisions
and contingencies for the reference period; and/ or (ii) additional gross NPAs identified by RBI exceed 15% of
the published incremental Gross NPAs for the reference period.

As part of its supervisory process for the years ended March 31, 2018 and 2019, the RBI had pointed out certain
divergences in respect of our asset classification of accounts as of March 31, 2018 and 2019, as set out below and

in “Financial Statements™:

Particulars Amount Particulars Amount
(2019) R crore) (2018) R crore)

Gross NPAs as of March 31, 2019, 78,472.70 | Gross NPAs as of March 31, 2018, as 86,620.05
as reported by the Bank reported by the Bank
Gross NPAs as of March 31, 2019, 81,089.70 | Gross NPAs as of March 31, 2018, as 87,515.75
as assessed by the RBI assessed by the RBI
Divergence in Gross NPAs 2,617.00 | Divergence in Gross NPAs 895.70
Net NPAs as of March 31, 2019, 30,037.66 | Net NPAs as of March 31, 2018, as 48,684.29
as reported by the Bank reported by the Bank
Net NPAs as of March 31, 2019, 32,654.66 | Net NPAs as of March 31, 2018, as 45,813.19
as assessed by the RBI assessed by the RBI
Divergence in Net NPAs 2,617.00 | Divergence in Net NPAs (2,871.10)
Provisions for NPAs as of March 48,151.15 | Provisions for NPAs as of March 31, 37,611.82
31,2019, as reported by the Bank* 2018, as reported by the Bank
Provisions for NPAs as of March 50,242.15 | Provisions for NPAs as of March 31, 41,378.62
31, 2019, as assessed by the RBI* 2018, as assessed by the RBI
Divergence in provisioning* 2,091.00 | Divergence in provisioning 3,766.80
Reported net profit after tax for the (9,975.49) | Reported net profit after tax for the year (12,282.82)
year ended March 31, 2019 ended March 31, 2018
Adjusted (notional) net profit after | (11,335.90) | Adjusted (notional) net profit after tax (16,049.62)
tax for the year ended March 31, for the year ended March 31, 2018, after
2019, after taking into account the taking into account the divergence in
divergence in provisioning provisioning

*Provision for NPA is excluding of DICGC/ECGC claims received of < 283.89 crore.

LIQUIDITY AND CAPITAL RESOURCES

Our Bank regularly monitors its funding levels to ensure that it is able to satisfy requirements of loan
disbursements and those that would arise upon maturity of liabilities. Our Bank maintains diverse sources of
funding and liquid assets to facilitate flexibility in meeting its liquidity requirements.

CASH FLOWS

The following table sets forth our Bank’s statement of cash flows for the periods indicated:

Particulars Fiscal Fiscal Fiscal Six months | Six months
2018 2019 2020 ended ended
September | September
30, 2019 30, 2020*
(Audited) (Unaudited)
(R crore)
Net cash from/ (used in) operating activities 1,011.69 [(31,344.38) |(11,336.23) 7,437.49 (723.88)
Net cash from/ (used in)investing activities (1,288.01) (260.37) | (1,515.85) (34.85) (342.04)
Net cash from/ (used in)financing activities 7,406.67 | 11,430.79 | 13,557.07 13,405.75 (840.54)
Net change in cash and cash 7,130.36 |(20,173.96) 704.99 20,808.39 27,804.36%
equivalents

*The erstwhile OBC and UBI were amalgamated into our Bank with effect from April 1, 2020. As a result, the financial results for the six
months ended September 30, 2020 includes operations of erstwhile OBC and UBI. Accordingly, the financial results for the six months ended
September 30, 2020 are not comparable with our financial statements/ financial results for periods prior to the Amalgamation.

# Includes cash and cash equivalents received on account of Amalgamation
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Operating Activities

Net cash used in operating activities was X 723.88 crore in six months ended September 30, 2020. Net profit before
tax in six months ended September 30, 2020 amounted to ¥ 1,572.92 crore with the primary adjustments consisting
of provision for NPAs of X §,647.57 crore and interest on bonds of ¥ 949.02 crore in six months ended September
30, 2020. The main working capital adjustments in the six months ended September 30, 2020 included increase
in investments of X 19,743.59 crore, decrease in borrowings of ¥ 20,889.60 crore, increase in other assets of X
3,068.87 crore and decrease in other liabilities and provisions of X 4,365.94 crore. This was partially offset by
decrease in advances of X 36,304.68 crore. Cash used in operations amounted to X 1,214.41 crore in the six months
ended September 30, 2020, and decrease in tax assets amounted to ¥ 490.52 crore in the six months ended
September 30, 2020.

Net cash from operating activities was X 7,437.49 crore in six months ended September 30, 2019. Net profit before
tax in six months ended September 30, 2019 amounted to ¥ 2,091.16 crore with the primary adjustments consisting
of provision for NPAs of X 5,400.45 crore, and interest paid on bonds of ¥527.53 crore. The main working capital
adjustments in the six months ended September 30, 2019 included decrease in advances of X 24,945.87 crore in
six months ended September 30, 2019, and increase in deposits of X 19,751.94 crore in six months ended
September 30, 2019. This was partially offset by an increase in investments of ¥ 37,125.88 crore. Cash generated
from operations amounted to ¥8,348.57 crore in the six months ended September 30, 2019, and direct taxes paid
(net of refund) amounted to X 911.08 crore in the six months ended September 30, 2019.

Net cash used in operating activities was I 11,336.23 crore in Fiscal 2020. Profit before tax in Fiscal 2020
amounted to X 738.98 crore with the primary adjustments consisting of provision for NPAs of % 14,464.08 crore,
and interest on bonds of X 1,176.20 crore in Fiscal 2020. The main working capital adjustments in Fiscal 2020
included increase in investments of ¥ 37,771.22 crore, increase in advances of X 27,276.32 crore, and decrease in
other liabilities and provisions of ¥ 3,878.31 crore. This was partially offset by an increase in deposits of
27,816.18 crore. Cash used in operations amounted to X 9,212.90 crore in Fiscal 2020, and taxes paid (net of
refund) amounted to X 2,123.33 crore in Fiscal 2020.

Net cash used in operating activities was X 31,344.38 crore in Fiscal 2019. Loss before tax in Fiscal 2019 amounted
to T 15,345.76 crore with the primary adjustments consisting of provision for NPAs of X 24,434.58 crore, and
other provisions of % 3,831.88 crore in Fiscal 2019. The main working capital adjustments in Fiscal 2019 included
increase in advances of X 49,611.36 crore, and decrease in borrowings of X 19,304.33 crore. This was partially
offset by an increase in deposits of ¥33,803.94 crore. Cash used in operations amounted to 330,931.69 crore in
Fiscal 2019, and taxes paid (net of refund) amounted to ¥ 412.68 crore in Fiscal 2019.

Net cash from operating activities was X 1,011.69 crore in Fiscal 2018. Loss before tax in Fiscal 2018 amounted
to ¥ 19,575.07 crore with the primary adjustments consisting of provision for NPAs of ¥ 24,452.73 crore, and
interest on bonds of X 1,807.10 crore in Fiscal 2018. The main working capital adjustments in Fiscal 2018 included
increase in borrowings of X 21,297.41 crore, and increase in deposits of ¥ 20,522.18 crore. This was partially
offset by an increase in advances 0f X37,860.65 crore. Cash from operations amounted to 32,764.31 crore in Fiscal
2018, and taxes paid (net of refund) amounted to %1,752.62 crore in Fiscal 2018.

Investing Activities

Net cash used in investing activities was X 342.04 crore in the six months ended September 30, 2020, primarily
due to purchase of fixed assets (net of sales) of ¥ 269.28 crore, and investment in subsidiary/ others of X 129.36
crore. This was partially offset by dividend received from subsidiary/ others amounting to X 56.59 crore in the six
months ended September 30, 2020.

Net cash used in investing activities was % 34.85 crore in the six months ended September 30, 2019, primarily due
to purchase of fixed assets (net of sales) of ¥ 147.66 crore, and investment in subsidiary/ others of X 1.00 crore.
This was partially offset by dividend received from subsidiary/ others amounting to X 113.81 crore in the six
months ended September 30, 2019.

Net cash used in investing activities was % 1,515.85 crore in Fiscal 2020, primarily due to purchase of fixed assets

(net of sales) of ¥ 1,615.22 crore, and investment in subsidiary/ others of ¥ 54.74 crore. This was partially offset
by dividend received from subsidiary/ others amounting to X 154.11 crore in Fiscal 2020.
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Net cash used in investing activities was % 260.37 crore in Fiscal 2019, primarily due to purchase of fixed assets
(net of sales) of X 434.63 crore. This was partially offset by dividend received from subsidiary/ others amounting
to X 148.80 crore in Fiscal 2019 and decrease in investment in subsidiary/ others of X 25.45 crore in Fiscal 2019.

Net cash used in investing activities was X 1,288.01 crore in Fiscal 2018, primarily due to purchase of fixed assets
(net of sales) of ¥ 649.65 crore, and investment in subsidiary/ others of X 716.75 crore. This was partially offset
by dividend received from subsidiary/ others amounting to X 78.39 crore in Fiscal 2018.

Financing Activities

Net cash used in financing activities was Z 840.54 crore in the six months ended September 30, 2020, primarily
due to interest paid on bonds amounting to X 949.02 crore, which was partially offset by issue of bonds 0f ¥108.94
crore.

Net cash from financing activities was X 13,405.75 crore in the six months ended September 30, 2019, primarily
on account of share capital/ share application money/ share premium of X16,091.00 crore. This was offset by
redemption of bonds of 22,000.00 crore and interest paid on bonds amounting to X 527.53 crore in the six months
ended September 30, 2019.

Net cash from financing activities was X 13,557.07 crore in Fiscal 2020, primarily on account of issue of share
capital (including premium) amounting to X 16091.00 crore, which was offset by redemption of bonds (tier I and
tier 1) amounting to ¥ 1,200.00 crore, and interest paid on bonds amounting to % 1,176.20 crore in Fiscal 2020.

Net cash from financing activities was X 11,430.79 crore in Fiscal 2019, primarily on account of issue of share
capital (including premium)amounting to X 14,803.68 crore, which was offset by redemption of bonds (tier I and
tier II) amounting to ¥ 2,220.50 crore, and interest paid on bonds amounting to ¥ 1,152.39 crore in Fiscal 2019.

Net cash from financing activities was I 7,406.67 crore in Fiscal 2018, primarily on account of issue of share
capital (including premium)amounting to X 10,423.78 crore, which was offset by redemption of bonds (tier I and
tier II) amounting to ¥ 1,210.00 crore, and interest paid on bonds amounting to ¥ 1,807.10 crore in Fiscal 2018.

Capital

We calculate our Capital to Risk Weighted Assets Ratio under Basel III guidelines. Our Bank’s CRAR under
Basel III was 14.14% and 12.84% (on a standalone basis) as of March 31, 2020 and September 30, 2020,
respectively.

We are registered with and subject to supervision by the RBI, including the RBI’s detailed guidelines for
implementation of Basel III capital regulations that were issued in May 2012. Basel III Capital Regulations are
being implemented in India with effect from April 1, 2013 in a phased manner, which our Bank has complied
with. Also see ““ — Principal Factors Affecting Our Results of Operations and Financial Condition — Capital
Adequacy, liquidity requirements and reserve ratios” on page 105.

Our Bank’s regulatory capital and capital adequacy ratios calculated under Basel III as of the dates indicated, are
as follows:

As of March 31, 2020 As of September 30, 2020*
(Audited) (Unaudited)
Regulatory Capital ® crore)
Tier I capital 49,107.96 64,107.53
Tier II capital 9,225.61 15,624.69
Total Capital 58,333.57 79,732.22
Regulatory Capital As % of Risk Weighted Assets
(1) | Common Equity Tier I Ratio 8.81 7.65
(ii) | Capital Conservation Buffer (comprising 1.88 1.88
Common Equity)
(iii) | Common Equity Tier I Ratio plus Capital 10.69 9.53
Conservation Buffer
(D)+(i)
(iv) | Additional Tier I capital 1.21 0.80
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As of March 31, 2020

As of September 30, 2020*

(Audited) (Unaudited)
(v) | Tier I capital adequacy ratio (i) +(iv) 10.02 8.45
(vi) | Tier II capital 2.24 2.51
(vii) | Total Capital Ratio (MTC) (v)+(vi) 12.26 10.96
(viii) | Total Capital Ratio plus Capital Conservation 14.14 12.84

Buffer (vii)+(ii)
*The erstwhile OBC and UBI were amalgamated into our Bank with effect from April 1, 2020. As a result, the financial results for the six
months ended September 30, 2020 includes operations of erstwhile OBC and UBI. Accordingly, the financial results for the six months ended
September 30, 2020 are not comparable with our financial statements/ financial results for periods prior to the Amalgamation.

Capital Expenditure

Our capital expenditure consists principally of expenditure relating to branch network expansion as well as
investment in technology and communication infrastructure, in each case principally in India. During Fiscals 2018,
2019 and 2020, our Bank incurred X 664.91 crore, X 563.26 crore and X 451.09 crore respectively, as capital
expenditure. In the six months ended September 30, 2020, we incurred X 679.94 crore as capital expenditure.

Our planned future capital expenditure relates primarily to maintenance and investment in technology and
communication infrastructure. We do not consider our current capital expenditure plans to be material in amount,
given the size, scope and nature of our business. However, our actual expenditure may be higher or lower than
our current expectations, and could be material in amount. Moreover, we may incur capital expenditure for
purposes other than above, depending on, among other factors, the business environment prevailing at the time
and any change in our business plans.

Contingent Liabilities

Our contingent liabilities primarily relate to claims against us not acknowledged as debts which represent claims
filed against us in the normal course of business relating to various legal cases currently in progress. These also
include demands raised by income tax and other statutory authorities and disputed by us. Contingent liabilities
also include liabilities on account of outstanding forward exchange contracts that we enter into on our own account
and on behalf of our customers. Guarantees given on behalf of entities, acceptances, endorsements and other
obligations also form part of our contingent liabilities.

The table below sets forth, as of the dates indicated, the principal components of our contingent liabilities as of
the dates indicated:

Contingent Liabilities As of March 31,

2018 | 2019 | 2020

(X crore)

Claims against our Bank not acknowledged as debts 312.27 594.37 300.81
Disputed income tax and interest tax demands under appeals, 1,131.50
references etc. 1,260.92 267.52
Liability for partly paid investments 13.13 33.99 428.47
Liability on account on outstanding forward exchange contracts 223,670.12 243,058.63 154,146.29
Guarantees given on behalf of constituents:
(a) In India 39,913.99 39,465.68 37,913.14
(b) Outside India 9,912.87 2,341.33 1,398.56
Acceptances, endorsements and other obligations 27,408.15 17,672.89 13,131.45
Other items for which the Bank is contingently liable 1,636.24 1,965.71 2,350.51
TOTAL 304,127.69 305,400.12 210,800.73

Off Balance Sheet Arrangements

Except as disclosed in the Financial Statements or elsewhere in this Placement Document, there are no off-balance
sheet arrangements, derivative instruments, swap transactions or relationships with affiliates, other unconsolidated
entities or financial partnerships that have or are reasonably likely to have a current or future effect on our financial
condition, revenues or expenses, results of operations, liquidity, capital expenditures or capital resources that we
believe are material to investors.

Auditor Observations and Matters of Emphasis
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There are no reservations, qualifications or adverse remarks highlighted by the Statutory Auditors in their reports
to our financial statements/ results for Fiscals 2018, 2019 and 2020, and the six months ended September 30,
2020.

The Statutory Auditors have, in their limited review report to the standalone and consolidated financial results for
the six months ended September 30, 2020, drawn attention to the following matters:

The Statutory Auditors draw attention to the following note accompanying the financial results regarding
change in policy of appropriation of recovery in NPA accounts:

“During the quarter and half year ended September 30, 2020, the Bank has changed its Accounting Policy
for appropriation of recovery in NPA accounts from the earlier policy of appropriating recovery first against
charges recorded then principal advance amount and balance towards recorded/ derecognised interest
income, to the new policy of appropriation of recovery first against the charges recorded, followed by
Recorded Interest/Derecognised Interest and balance against the principal. This change in Accounting Policy
has resulted in increase in Profit before Tax by 3 271.46 crore and corresponding increase in Net Advances
by the even amount.”

The Statutory Auditors draw attention to the following note accompanying the financial results regarding
impact of the Honorable Supreme Court order on provisioning and classification of loans and advances as
per prudential norms:

“In the interim order dated September 03, 2020, Hon'ble Supreme Court of India in writ petition Gajendra
Sharma Vs. Union of India & Others, has directed that accounts which were not declared as NPA till 31st
August, 2020 shall not be declared as NPA till further orders. Based on the same, the Bank has not classified
any account as NPA which was not NPA as on August 31, 2020. As a matter of prudence, the Bank has made
a contingent provision of ¥ 180.00 Crore in respect of such accounts that were not classified as NPA which
includes provision for interest income aggregating to < 85.00 Crore reckoned in operating profit.”

The Statutory Auditors draw attention to the following note accompanying the financial results which
describes uncertainties due to outbreak of COVID-19:

“COVID-19 pandemic continues to spread across several countries including India resulting in a significant
volatility in global and Indian financial markets and a significant decline in global and local economic
activities. The Govt. of India had announced a series of lock down measures from March 24, 2020 onwards
which are yet to be completely withdrawn. Govt. of India has directed a calibrated and gradual withdrawal
of lock down and partial resumption of economic activities. The situation continues to be uncertain and the
Bank is evaluating the situation on ongoing basis. The major identified challenges for the bank would arise
from eroding cash flows and extended working capital cycles. The Bank is gearing itself on all the fronts to
meet these challenges.”

The Statutory Auditors draw attention to the note accompanying the financial results relating to deferment of
provision related to fraud reported during the quarter ended September 30, 2020;

“During the quarter bank has availed dispensation for deferment of provision in respect of frauds amounting
to T 1558.58 crore in terms of option available as per RBI Circular No.DBR No.BP.BC.92/21.04.048/2015-
16 dated April 18, 2016. Accordingly, an amount of ¥ 389.64 crore has been charged to profit and loss
account and T 1168.94 crore has been deferred to subsequent quarters. Further, out of un-amortized amount
of T 1329.97 crore up to quarter ended June 30, 2020, an amount of T 483.13 crore has been charged to P&L
and remaining T 846.84 crore has been carried forward to subsequent quarters.”

The Statutory Auditors draw attention to the following note accompanying the financial results relating to
provision in one of the associates of the Bank:

“The Bank had made investment of T 341.59 Crores in JSC Tengri Bank (formerly known as Bank of
Kazakhstan), which is an associate of the Bank. The licence of JSC Tengri Bank has been revoked by Agency
of Republic of Kazakhstan for Regulation and Development of Financial Market with effect from 18th
September 2020. In the absence of any further development and as a matter of prudence the Bank has made
a provision of T 341.59 Crores during the quarter and half-year ended September 30, 2020.”
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The Statutory Auditors have included the following emphasis of matter in their audit reports to the standalone and
consolidated financial statements for Fiscal 2020:

Emphasis of Matter

e The Statutory Auditors draw attention to the note accompanying standalone and consolidated financial
statements, which describes the uncertainties due to outbreak of COVID-19 pandemic and the management’s
assessment of its impact on the business operations of our Bank.

e The Statutory Auditors draw attention to the note accompanying standalone and consolidated financial
statements, relating to deferment of provision of ¥ 766.28 crore pertaining to certain fraud accounts identified
during the year ended March 31, 2020, and to be charged to the profit and loss accounts in the three quarters
of Fiscal 2021, in terms of the relevant RBI circular dated April 18, 2016.

e The Statutory Auditors draw attention to the note accompanying standalone and consolidated financial
statements, wherein as per the opinion of the Bank, there is no requirement to make provisions for diminution
in value of investments.

The Statutory Auditors have included the following emphasis of matter in their audit reports to the standalone and
consolidated financial statements for Fiscal 2018:

Emphasis of Matter

e The Statutory Auditors draw attention to the note accompanying standalone and consolidated financial
statements, regarding provision at the rate of 50% amounting to X 7,178.42 crore as against the total amount
of ¥ 14,356.84 crore in respect of fraud involving certain accounts under gems and jewelry sector as per the
dispensation given by the Reserve Bank of India vide their letter No.8720/21.04.132/2017-18 dated March
28, 2018.

For further information, including on key audit matters, see “Financial Statements” on page 323.

Related Party Transactions

Our Bank enters into various transactions with related parties in the ordinary course of business. These transactions
principally include remuneration paid to KMP and others, and interest received/ paid on deposits and IBPC
borrowing/ lending involving Associates. For further information relating to our related party transactions, see
“Financial Statements” on page 323.

Qualitative Disclosure about Risks and Risk Management

We are exposed to various risks that are an inherent part of any banking business, with the major risks being credit
risk, market risk, liquidity risk and operational risk. We have various policies and procedures in place to measure,
manage and monitor these risks systematically across all its portfolios.

For further information about the types of risks and our risk management policies, see “Our Business — Risk
Management” on page 217.

Total Turnover of each Major Industry Segment in which the Bank Operated

We have one primary business segment, namely banking industry. For further information, see “Industry
Overview” and “Financial Statements” on pages 180 and 323, respectively.

New Products or Business Segments
Other than as disclosed in the section titled “Our Business” on page 198, our Bank has not publicly announced
any new products or business segments nor have there been any material increases in our revenues due to increased

disbursements and introduction of new products.

Unusual or Infrequent Events or Transactions
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Except as described in this Placement Document, there have been no other events or transactions that, to our
knowledge, may be described as “unusual” or “infrequent”.

Significant Economic Changes that materially affect or are likely to affect Income from Continuing
Operations

Our business has been subject, and we expect it to continue to be subject, to significant economic changes that
materially affect or are likely to affect income from our operations identified above in “- Principal Factors
Affecting our Results of Operations and Financial Condition” and the uncertainties described in the section “Risk
Factors” on pages 105 and 48, respectively.

Known Trends or Uncertainties

Other than as described in this Placement Document, particularly in this section and “Risk Factors” section on
page 48, to our knowledge, there are no known trends or uncertainties that are expected to have a material adverse
impact on our revenues or income from continuing operations.

Future Relationship between Cost and Income

Other than as described elsewhere in this section and the sections “Risk Factors” and “Our Business” on pages 48
and 198, respectively, to our knowledge there are no known factors that will have a material adverse impact on
our operations and finances.

Competitive Conditions

We operate in a competitive environment. See sections, “Our Business”, “Industry Overview”, “Risk Factors”
and “Management’s Discussion and Analysis of Financial Condition and Results of Operations — Significant
Factors Affecting our Results of Operations and Financial Condition — Competition” on pages 198, 180, 48 and
101, respectively.

Significant Developments after September 30, 2020 that may affect our Future Results of Operations
Except as discussed above and as otherwise stated in this Placement Document, to our knowledge, no

circumstances have arisen since September 30, 2020 which may materially and adversely affect or is likely to
affect, our profitability, or the value of our assets or our ability to pay our liabilities
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SELECTED STATISTICAL INFORMATION

Our fiscal year ends on March 31 of each year, and references to a particular fiscal year are to the twelve months
ended March 31 of that year. Unless otherwise specified or unless the context otherwise requires, financial
information herein for Fiscals 2018, 2019 and 2020 is derived from our Audited Standalone Financial Statements,
and the financial information included herein for the six months ended September 30, 2020 (including the
comparative financial information with respect to the six months ended September 30, 2019) is based on the
standalone Unaudited Reviewed Standalone Financial Results, included in this Placement Document.

Pursuant to the Gazette Notification no. CG-DL-E04032020-216535 dated March 4, 2020 issued by the
Government of India, the scheme of amalgamation Oriental Bank of Commerce and United Bank of India into
our Bank was approved and Oriental Bank of Commerce and United Bank of India were amalgamated into our
Bank with effect from April 1, 2020. Accordingly, our Bank’s historical financial statements and/ or financial
results prior to this amalgamation are not comparable to those subsequent to such amalgamation. For further
information, see “Management’s Discussion and Analysis of Financial Condition and Results of Operations —
Presentation of Financial Information — Amalgamation of Oriental Bank of Commerce and United Bank of India”
and “Management’s Discussion and Analysis of Financial Condition and Results of Operations — Principal
Factors Affecting our Results of Operations and Financial Condition — Effect of Amalgamation of Oriental Bank
of Commerce and United Bank of India” and “Financial Statements” on pages 101, 105 and 323, respectively.

Certain non-GAAP financial measures and certain other statistical information relating to our operations and
financial performance have been included in this section and elsewhere in this Placement Document. We compute
and disclose such non-GAAP financial measures and such other statistical information relating to our operations
and financial performance as we consider such information to be useful measures of our business and financial
performance. However, note that these non-GAAP financial measures and other statistical and other information
relating to our operations and financial performance may not be computed on the basis of any standard
methodology that is applicable across the industry and therefore may not be comparable to financial measures
and statistical information of similar nomenclature that may be computed and presented by other banks in India
or elsewhere.

Average Balance Sheet of the Bank

The tables below set forth the Bank’s average balances for interest-earning assets and interest-bearing liabilities
together with the related interest income and expense amounts, resulting in the presentation of the average yield
and average cost of average interest bearing liabilities, for the periods indicated.

Average Balance: The average balance in respect of advances, investments, deposits, average yields and average
costs are based on daily averages. All other averages are based on monthly averages, as reported to the RBI.

Average Yield on Average Interest-Earning Assets: The average yield on average interest-earning assets is the
ratio of interest income to average interest-earning assets, where advances, investment and money at call and short
notice are based on daily average and all other averages are based on monthly averages.

Average Cost of Average Interest-Bearing Liabilities: The average cost of average interest-bearing liabilities is
the ratio of interest expense to average interest-bearing liabilities.

The average balances in the table below include gross NPAs. We have not recalculated income that is subject to
tax benefits on a tax-equivalent basis.

Year ended March 31,
2018 2019 2020
Interest Interest Interest
Income/ Average Income/ | Average Income/ Average
Average Expense! Yield/ Average Expense! Yield/ Average Expense® | Yield/ Cost
Balance® &) Cost (%) Balance® 9 Cost (%) Balance® ) (%)
(X crores, except percentages)
Interest-earning assets:
Advances 425,061.47| 31,833.08 7.49 454,370.91| 35,086.21 7.72 457,992.91 35,814.96 7.82
Investments 189,875.87] 13,946.98 7.35 190,257.27] 14,105.97 7.41 214,956.51 15,332.60 7.13
Others® 76,711.07 2,215.70 2.89 66,023.02 2,118.07 3.21 83,574.92 2,652.47 3.17
Total interest-
earning assets 691,648.40| 47,995.77 6.94 710,651.20| 51,310.25 7.22 756,524.34 53,800.03 7.11
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Year ended March 31,
2018 2019 2020
Interest Interest Interest
Income/ Average Income/ | Average Income/ Average
Average Expense! Yield/ Average Expense! Yield/ Average Expense® | Yield/ Cost
Balance® g Cost (%) Balance® 3 Cost (%) Balance® ) (%)
(X crores, except percentages)
Non-interest earning assets:
Fixed assets 6,398.73 - - 6,281.05 - - 7,007.76 - -
Other assets 69,014.74 - - 79,245.38 - - 92.906.48 - -
Total non-
interest 75,413.47 - - 85,526.43 - - 99,914.25 - -
earning assets
Total Assets 767,061.87 - - 796,177.63 - - 856,438.58 - -
Liabilities:
Total deposits 613,928.88| 30,455.53 4.96 627,143.81| 32,217.78 5.14 666,206.09 34,374.80 5.16
- Demand | 28,953.49 0.00 0.00|  27,891.03 0.00 000  28,586.01 0.00 0.00
deposits
- Savings
deposits 212,605.81|  7,907.66 3.72 223,419.49| 7,975.74 3.57 239,515.98 8,329.06 3.48
. g:glsits 372,369.58| 22,547.87 6.06 375,833.29| 24,242.04 6.45 398,104.10 26,045.75 6.54
Borrowings 49,108.10 2,617.84 5.33 42,743.46 1,936.16 4.53 36,339.29 1,987.44 547
- Unsecured
subordinated 17,206.61 1,573.94 9.15 15,122.89 1,371.29 9.07 12,126.37 1,099.40 9.07
bonds
- Other
. 31,901.49 1,043.90 3.27 27,620.57 564.87 2.05 24,212.92 888.04 3.67
borrowings
Total interest-
bearing 663,036.98| 33,073.36 4.99 669,887.27| 34,153.94 5.10 702,545.37 36,362.24 5.18
liabilities
Non-interest bearing liabilities:
Capital ~and 44,154.05 - | 4334463 - -l 59,064.21 - -
IESCrves
Other liabilities 59,870.84 - - 82,945.73 - - 94,829.01 - -
Total non-
interest
bearing 104,024.89 - - 126,290.36 - - 153,893.21 - -
liabilities
Total liabilities 767,061.87 - - 796,177.63 - - 856,438.58 - -
Notes:
(1) Average balances are daily averages for deposits/ advances/investments and all others are based on monthly averages as reported to
the RBI.

(2) Other interest-earning assets comprises monthly average of overseas earning assets excluding advances, money at call and short notice
and contribution to the Rural Infrastructure Development Fund (“RIDF”).

(3) Interest earned on advances includes Balances with Reserve Bank of India in other accounts, Balances with banks in other deposit
accounts, money at call and short notice

(4) Demand deposits do not bear interest.

Six Months ended September 30,

2019 2020"
Interest Average Interest
Average Income/ Yield/ Cost Average Income/ Average Yield/
Balance® Expense® (%) Balance® Expense® Cost (%)

(X crores, except percentages)

Interest-earning assets:

Advances 460,323.93 17,756.73 7.71 710,517.73 27,930.01 7.86
Investments 201,936.21 7,375.39 7.30 377,545.12 12,318.67 6.53
Others® 77,334.70 1,246.25 3.22 82,241.32 1,302.07 3.17
aTSOSt;'S interest-earning | 739 594 g4 26,378.36 713 | 1,170304.17 41,550.75 7.10
Non-interest earning assets:

Fixed assets 6,758.86 - - 10,919.97 - -
Other assets 82,787.91 - - 143,054.20 - -
Total non-interest

earning assets 89,546.77 - - 153,974.17 - -
Total Assets 829,141.61 - - 1,324,278.34 - -
Interest-bearing liabilities:

Total deposits 656,244.81 17,164.84 523 1,055,218.63 24,797.09 4.70
- Demand deposits® 28,279.99 0.00 0.00 53,769.03 0.00 0.00
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Six Months ended September 30,

2019 2020"
Interest Average Interest
Average Income/ Yield/ Cost Average Income/ Average Yield/
Balance® Expense® (%) Balance® Expense® Cost (%)
(X crores, except percentages)
- Savings deposits 234,306.98 4,155.41 3.55 382,852.71 6,320.42 3.30
- Term deposits 393,657.84 13,009.43 6.61 618,596.89 18,476.67 5.97
Borrowings 30,490.87 808.32 5.30 45,100.90 1,612.04 7.15
- Unsecured
subordinated bonds 13,450.00 569.11 8.46 18,257.44 820.37 8.99
- Other borrowings 17,040.87 239.21 2.81 26,843.46 791.67 5.90
;.rOtf*'. interest-bearing | ¢ 735 63 17,973.16 523 | 1,100,319.53 26,409.12 4.80
iabilities
Non-interest bearing liabilities:
Capital and reserves 55,062.40 - - 86,623.36 - -
Otbher liabilities 87,343.52 - - 137,335.45 - -
Total ~ non-interest |4, 45 o3 - S| 223958381 - -
bearing liabilities
Total liabilities 829,141.61 - - 1,324,278.34 - -

*The erstwhile OBC and UBI were amalgamated into our Bank with effect from April 1, 2020. As a result, the financial results for the six
months ended September 30, 2020 includes operations of erstwhile OBC and UBI. Accordingly, the financial results for the six months ended
September 30, 2020 are not comparable with our financial statements/ financial results for periods prior to the Amalgamation.

Notes:

(1) Average balances are daily averages for deposits/ advances/investments and all others are based on monthly averages as reported to

the RBI.

(2) Other interest-earning assets comprises monthly average of overseas earning assets excluding advances, money at call and short notice

and contribution to the Rural Infrastructure Development Fund (“RIDF”).

(3) Interest earned on advances includes Balances with Reserve Bank of India in other accounts, Balances with banks in other deposit

accounts, money at call and short notice
(4) Demand deposits do not bear interest.

Analysis of Changes in Interest Revenue and Interest Expense by Volume and Rate

The following tables set forth, for the periods indicated, the allocation of the changes in the Bank’s interest revenue
(including, with respect to equity investments, dividend income) and interest expense between average volume

and changes in average rates.

Fiscal 2018 vs. Fiscal 2019

Fiscal 2019 vs. Fiscal 2020

Increase (Decrease) Due to

Increase (Decrease) Due to

Change in Change in Change in Change in
Net Average Average Net Average Average
Change Volume Rate Change Volume Rate
(X crores)

Interest revenue
Advances 3,253.12 2,263.25 989.87 728.75 283.24 445.52
Investments 158.99 28.28 130.71 1,226.63 1,761.77 (535.14)
Others"” (97.63) (342.88) 245.25 534.40 557.06 (22.65)
Total interest-earning assets 3,314.48 1,948.65 1,365.83 2,489.79 2,602.06 (112.28)
Total deposits'® 1,762.25 678.88 1,083.37 2,157.03 2,015.53 141.50
Subordinated loan (202.65) (188.94) (13.71) (271.89) (271.67) (0.22)
Borrowings® (479.03) (87.55) (391.48) 323.17 (124.98) 448.15
Total interest-bearing liabilities. 1,080.57 402.39 678.19 2,208.31 1,618.88 589.43
Net interest revenue 2,233.91 1,546.27 687.64 281.48 983.18 (701.70)

Notes:

(1) Other interest-earning assets comprises monthly average of overseas earning assets excluding advances, money at call

and short notice and contribution to the Rural Infrastructure Development Fund (“RIDF”).
(2) Total dep