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Shri K.R. Kamath, Chairman & Managing Director, presented a draft to Hon'ble President of India, Shri Pranab Mukherjee at a function held
at Rashtrapati Bhavan, New Delhi for Indian Leprosy Association. Shri R.K. Sethi, Shri Gauri Shankar and Shri K.V. Brahmaji Rao,
Executive Directors are also seenin the picture.
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6000" Branch got inaugurated by Shri P. Chidambaram, Hon'ble Finance Minister, Gol, at Distt. Sivaganga (T.N.). Shri K.R. Kamath,
Chairman & Managing Director and Shri Rajeev Raizada, FGM Chennai are seen in the picture.
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From The Chairman &
Managing Director’s Desk

Dear Shareholders,

It gives me immense pleasure to present the Annual Report of your Bank for the financial year
2013-14 (FY'14).

The year bygone was eventful and challenging for both the economy and banking industry.
During the first quarter of financial year (Q1 FY'14), the GDP growth of Indian economy was
atits lowest ebb of 4.4%, which gradually moved to 4.7% in Q3 FY'14. Another significant
challenge was increasing WPI and CPI inflation that reached as high as 7.5% and 11.7%
respectively in the month of October'13. Apart from this, decelerating saving rate, rupee
witnessing historic low of 68.88 INR per USD on 28" August'13 and shortage of liquidity in the
system further added stress in the Indian economy. As a consequence, the banking industry
too saw rough times during FY'14. The increased asset impairment coupled with dip in
profitability of banking industry reflected the stress in the financial sector. However, during
the second half of FY'14, the economy made a modest recovery. With emerging green
shoots in Indian economy, Indian banks are now poised to restore their growth story.

The financial year 2013-14 was equally challenging for Punjab National Bank (PNB). We
have been through a journey of redefining our business strategies in these testing times.
During FY'14, we have streamlined business, built adequate capital and most importantly
strengthened the brand value of the Bank through improving customer service. As a result,
your Bank has crossed a landmark of Z 8,00,000 crore in total business as on 31*March'14.
While the Total Deposits of the Bank crossed % 4.50 lakh crore, Gross Advances too crossed
the milestone of ¥ 3.50 lakh crore as atend of March'14.

With more than 120 years of purposeful existence and more than 6200 branches, PNB
maintained its Number One position in Domestic Business, Domestic Deposits, CASA
Deposits and Saving Deposits amongst Nationalized Banks (NBs). In terms of profitability,
the Bank maintained the highest Operating Profitamong NBs which crossed the milestone of
¥ 11,000 crore. Your Bank is the only bank amongst NBs to remain above ¥ 10,000 crore in
Operating Profit consecutively for third year.

Now, let me share with you PNB's financial and operational performance during FY14.
As on 31* March'14, the Bank's Global Business rose to ¥ 8 lakh crore, out of which
Global Deposits reached % 4.51 lakh crore and NetAdvances touched % 3.49 lakh crore.
Overseas Business increased by 52% over previous year and crossed ¥ 70,000 crore
mark. The percentage of Overseas Business in Total Business improved from
6.90 % as on 31*March'1310 9.17% as on 31*March'14.

CASA deposits of your Bank at % 1.73 lakh crore, which is the highest among the NBs
registered YoY growth of 12.7% constituting 41.3% of the domestic deposits,

Savings Deposits of the Bank reached % 1.41 lakh crore registering a robust growth of
14.5% over previous year.

Core Term Deposit grew by around 29% whereas Inter-bank and Bulk Deposits were
consciously shed. This year your bank pursued the consolidation strategy by shedding the
costly bulk deposits which stood at ¥ 22512 crore as on 31" March'14 vis-a-vis
% 48921 crore as on 31st March'13. This has resulted in transforming the Bank into
leaner but stronger and better prepared to handle the low profit environment.

Overall Core Deposits which now constitute 91.46% of the Total Deposits have grown by

.
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24.5%inFY'14, which is a good performance in the given circumstances.

Along with increased business, Bank's productivity indicators have also shown
improvement. While Business per employee grew to ¥ 12.83 crore in March'14 from
% 11.65 crore at the end of 31* March'13, Business per Branch increased to ¥ 126.10 crore
asatthe end of March 14 from ¥ 116.84 crore as at the end of March'13.

Operating Profit registered a growth of 4.4%, Net profit of the Bank stood at ¥ 3343 crore
during FY'14. The provisions increased to ¥ 8042 crore from % 6160 crore registering
an increase of 30.6% for FY'14. The NPA Provision Coverage Ratio improved from
58.83%inFY'13 t059.07%inFY'14.

Strengthening our capital base is paramount in the more demanding Basel Il capital
framework. The Bank has maintained its capital adequacy ratio at 11.52% and
Tier | capital ratio of 8.87% as per Basel Ill. Further, the Bank raised an amount of
%1500 crore as Tier I Bonds in March' 14 to further strengthen its capital position.

Moving forward, Risk Management is an integral part of our business operations. We have
taken a number of steps to strengthen and sustain a strong risk management culture
covering seven major categories such as credit risk, market risk, operational risk,
compliance risk, liquidity risk, strategic risk and reputational risk.

| would like to highlight the fact that your Bank has emerged as the first Bank to get nod from
regulator to migrate to Advanced Management Approach (AMA) for Operational Risk. PNB is
also the first Bank to have been permitted for migrating to “The Standardized Approach” under
Operational Risk on a parallel run basis. The Bank has also received regulator's approval for
adoption of Foundation Internal Rating Based (FIRB) approach for credit risk on parallel run
basis. Further the bank has also submitted formal letter of intent for adoption of internal models
for market risk. Moving forward our goal is to set a tone and create a risk management culture in
which every employee is conscious of various business risks involved in decision making and
uses appropriate risk mitigation to safeguard the interest of the Bank.

Being in service industry, our prime objective is to provide best-in-class products and
services to our more than 8.9 crore customers. Towards this, your Bank has launched
various new products and campaigns for promoting them during FY'14. Also, the Bank
added more than 300 branches and 1127 ATMs to cater to needs of our customers. Further,
to revitalize our operating units to serve the customers, Operations Division at Head Office
has been formed w.e.f. 01.04.2013. The intent of this is to pursue the initiatives under
“Operating Model Optimization” pillar of 'Organisational Transformation and Business
Excellence Programme' named PNB PRAGAT | launched in January 2012. In order to focus
on continuous upgradation of products and services to keep in line with the ever changing
marketdynamics, a New Initiatives Division has also been set up by the Bank.

Awards & Accolades:

The Bank has won many awards and accolades in recognition of its excellent performance in
many areas inter-alia including Service delivery, CSR practices, transparent governance
structure, best use of technology and good Human Resource Management practices.
During FY'14, your Bank was conferred with 'IBA Banking Technology Award' under 'Best
Risk Management and Security Initiatives' and '‘Banking Technology Excellence Award' for
Customer Management and Business Excellence Initiatives by IDRBT, Hyderabad. In
addition to this, your Bank was adjudged as the '‘Most Innovative Mass Retail Lender for
under-served segments' by IBAin BANCON 2013. The ABP news has awarded the Bank
with 'Global CSR Excellence and Leadership Awards' for 'Organizations with Best CSR
Practices' and 'Bank with leading Financial Inclusion Initiatives Award' in 2013-14. In the
area of learning and development, the Bank was conferred with 4" Asia's Best Employer
Brand Awards by CMO Asia.

In terms of accolades, PNB was adjudged as the 'Most Profitable Bank' amongst public
sector banks as per a joint survey done by Financial Express and E&Y. In addition to this, the
Institute of Cost Accountants of India has adjudged PNB as the 'Most Cost Efficient Public
Sector Bank'for 2013.

Way forward:

As there are some positive signs of recuperating Indian economic scenario, FY'15 will
bring its own mix of opportunities and challenges. Considering this, your Bank will continue
to focus on improving capital adequacy, improving asset quality and qualitative credit
expansion.

As we proceed, the sole aim of the Bank is to provide customers with the best and the most
comprehensive financial services. We will continue to ideate and innovate to take this
reputed institution to greater heights. We are confident that by putting customers at the
centre of our operations, we will achieve the targeted financial levels of FY'15 successfully.

Inthe end, | take this opportunity to express my gratitude to all the stakeholders for being with
us and providing the opportunity to serve them. | assure that your Bank will continue to
remain committed to deliver more value to all the stakeholders.

Yours sincerely,

(K. R. Kamath)
Chairman & Managing Director
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Shiv Kumar Gupta (CVO), H.K. Rai, Farid Akhtar, Kiran Grover, P.K. Sharma, S.K. Mohanty, Vinay Kumar, Sushma Bali, A.K. Verma, R. Subramania Kumar, S.K. Goyal,
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G. Raj Kumar, V.K. Kathuria, S.K. Mallick, V.K. Bhatia, P.K. Mohapatra, Anil Mahajan, Kamal Prasad, J.K. Gupta, S.S. Bhatia, Dhaneswar Sahoo, D.K. Jain, Y.K. Barar,

B.M. Panda, Rajeev Raizada, M.K. Pangtey, Sanjiv Sharan, V.P. Jain, Harpal Singh, K. Thyagarajan, K.K. Aravindakshan, A.C. Chugh, S.R. Sharma, AK. Gupta, B.P. Ray,
Rakesh Kumar, N.K. Singhal
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Punjab National Bank
(A Government of India Undertaking)
(Share Department, Finance Division, 5, Sansad Marg, New Delhi-110001)
Head Office: 7, Bhikhaiji Cama Place, New Delhi-110 607

NOTICE

Notice is hereby given that the 13th Annual General Meeting of the Shareholders of PUNJAB NATIONAL BANK will be held on Monday,
the 30th of June, 2014 at 11.00 a.m. at Punjab National Bank Auditorium, Central Staff College, 8, Underhill Road, Civil Lines,
Delhi-110054, to transact the following business:

e  Todiscuss, approve and adopt the Audited Balance Sheet of the Bank as at 31st March 2014, Profit and Loss Account of the Bank
for the year ended 31st March 2014, the Report of the Board of Directors on the working and activities of the Bank for the period
covered by the Accounts and the Auditor’s Report on the Balance Sheet and Accounts.

P

Place: New Delhi (K.R. Kamath)
Date : 22/05/2014 Chairman and Managing Director

PS : Full Notice of the meeting alongwith e-voting guidelines and e-voting user ID, Password is sent separately through registered post.
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Total Business as on 31" March
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2012 2013 2014

Total Advances as on 31" March
(X lakh crore)
3.49

3.09
2.94

2012 2013 2014

Share of CASA Deposit to Domestic Deposits
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