Restoring Viability

The Bank facing financial difficulties and approaching a PONY shall be
deemed to achieve viability if within a reascnable time in the opinion of
the Reserve Bank of India, it shall be able to come out of the present
difficulties if appropriate measures are faken to revive it The measures
including write-off of the Bonds/ public sector injection of funds are likely
b

i} Restore depositors/ investors' confidence;

{iy  Improve rating! creditworthiness of the Bank and thereby
improve its borrowing capacity and liquidity and reduce cost
of funds; and

{iiy  Augment the rescurce base to fund balance sheet growth in
the case of fresh injecticn of funds,

Other Requirements to be met by the Non-Common Equity Capital
Instruments to Absorb Losses at the PONVY

a  The Bonds shall have a provision that requires the Bonds to be
permanently written off, at the opticn of the Reserve Bank of India,
upen the occumence of the “Point of Non-Viability (PONV) Trigger

b.  The amount of Bonds to be written-off shall be determined by the
Resarve Bank of India.

c. If the Bank breaches the PONV trigger and the equity is
replenished through write-off of the Bonds, such replenished
amount of equity shall be excluded from the total equity of the
Bank for the purpose of determining the proportion of eamings to
be paid out as dividend in terms of rules laid down for maintaining
capital conservation buffer. Howaver, once the Bank attains a total
Common Equity ratio of 8% without counting the replenished
equity capital, that peint onwards, the Bank may include the
replenished equity capital for all purposes,

d If the total CET1 ratic of the Bank falts again below the total
Common Equity ratio of 8%, it shall include the replenished capital
for the purpose of applying the capital conservation buffer
framework.

Criteria to Determine PONV

a The above framework shall be invoked when the Bank is adjudged
by Reserve Bank of India to be approaching the point of non-
viability, or has already reached the point of non-viability, but in the
wiews of RBI:

(i)  There is a possibility that a timely intervention in form of
capital support, with or without other supporting
interventions, is likely to rescue the Bank; and

{iln If left unattended, the weaknesses would inflict financial
lozzes on the Bank and, thus, cause decling in is common
equity kevel,

b.  The purpose of write-off of non-equity regulatory capital elements
shall be to shore up the capital level of the Bank. REI would fallow
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a two-slage approach to determine the non-viability of the Bank,
The Stage 1 assessment would consist of purely objective and
guantifiable criteria to indicate that there is a prima facie case of
the Bank approaching non-viability and, therefore, a closer
examination of the Bank's financial situation is wamranted. The
Stage 2 assessment would consist of supplementary subjective
criteria which, in conjunction with the Stage 1 information, would
help in detarmining whether the Bank is about to become non-
vigble. These crteria shall be evaluated together and not in
isakation.
Once the PONV s confirmed, the next step shall be to decide
whether rescua of the Bank would be through write-off alone or
write-off in conjunction with public sector injection of funds.
The PONWY Trigger shall be evaluated both at consolidated and
solo level and breach at either level will rigger write-off,
As the capital adequacy is applicable both at solo and
consolidated levels, the minarity interests in respect of capital
instruments issued by subsidiaries of the Bank including overseas
subsidiaries may be included in the consolidated capital of the
banking group only if such instruments have pre-specified triggers
(in case of AT1 capital instruments)/ loss absorbency at the PONY
(for all non-common equity capital instrumants).
The cost to the parent of its investment in each subsidiary and the
parent's portion of equity of each subsidiary, at the date on which
investment in each subsidiary is made, is eliminated as per AS-21.
50, In case of wholly-owned subsidiaries, it would not matter
whether or not it has same characteristics as the Bank's capital.
However, in the case of less than wholly owned subsidiaries {or in
the case of non-eguity regulatory capital of the wholly owned
subsidianes, if issued to the third parties), minarity interesis
constitute additional capital for the banking group over and above
what is counted at solo level, therafore, it should be admitted only
when it (and consequently the entire capital in that category) has
the same characteristics as the Bank's capital.

If the Bank wishes the instrument issued by its subsidiary to ba

included in the consolidated group's capital in addition to s sala

capial, the terms and conditions of such instuments should
specify an additional trigger event.

Such additional frigger event shall be the earlier of;

{i) a decigion thal a write-off, without which the Bank or its
subsidiary would become non-viable, s necessary, as
determined by the Reserve Bank of India; and

(i}  the decision to make a pubfic sector injection of capital, or
equivalent support, without which the Bank ar its subsidiary
would have become non-viable, as determined by tha
Reserve Bank of India. Such a decision would invariably
imply that the write-off consequent upon the trigoger event
miust ooour prior o any public sector injection of capital so
that the capital provided by the public sector is not diluted,

In such cases, the subsidiary should obtain its regulator's
approvall no-objection for allowing the capital instrument to be
written-off at the additional trigger point referred o abave.

Any common shares paid as compensation to the holders of the

instrument must be common shares of either the issuing subsidiary
or the parent bank (including any successor in resalution).
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Eligible Investars

1. Public Financial Institutions as defined in section 2(72) of the
Companies Act, 2013;

2. Insurance Companies registered with the Insurance Regulatory and
Development Authority;
3. Scheduled Commercial Banks,
4. Co-operative Banks;
5.  Regional Rural Banks authorized o invest in bonde! debentures;
6. Provident Funds, Pension Funds, Gratuity Funds and
Superannuation Funds;
7. Mutual Funds registered with SEBI;
| 8. Foreign Institutional Investors registered with SEBI,
| 8. Companias faling within the meaning of section 2{20) of the

Companies Act, 2013 and bodies corporate authonzsed o invest in
Bonds;

| 10, Statutory Corporations established! constituted under union! cantralf

state legislature or under other applicable laws in India; and

11, Trusts, Association of Persons, Saocieties regisiered under the
applicable laws in India which are duly authorised to invest in
Bonds

The above categories of investors may apply for the Bonds, subject to
epplicable laws and subject to fuffiling their respective investment
norms/ rules by submitting all the relevant documents along with the
Application Form. Investors are required to independantly verify thair
eligibility to subscribe to the Bonds on the basis of norms/ guidelines/
parameters laid by their respective regulatory body Including but not
limited to RBI, SEBI, IRDA, Government of India, Ministry of Finance,
Ministry of Labour etc.

&7,

Investors who are not

The fellowing categories of investors are not eligible ta apply for this

eligibée to apply private placement of Bonds:
1 :;::Residant Indians (applying on repafriation’ non-repatriation
i),

2. Foreign Portfolio Investors registerad with SEBI;

3. Partnership Firms in the name of their partners;

4. Charitable Institutions registered under section 25 of the Companies
Act, 1956,

5. Limited Liability Parinerships;

6. Universities incorporated by Central, State or Provincial Act or
declared to ba a university under section 3 of the University Grants
Commission Act, 1956 (3 of 1956);

7. Minors applying through' not applying through their guardians;

| 8. Resident Indian Individuals.

9.  Hindu Undivided Families applying in the name of Karta,

10. Persons Resident outside India and Foreign Nationals (applying on
repatriation/ nan-repatriation basis):

11. Overseas Corporate Bodies;

12. Venture Capital Funds, as defined and registered with SEBI| under
the Securities and Exchange Board of India (Venture Capital Funds)
Regulations. 1986 and Foreign Venture Capital Investors;

13. Alternative Investment Funds (as defined in and registerad under
the SEBI (Alternative Investment Funds) Regulations, 2012;

14. Multilateral and Bilateral Development Financial Institutions;

15. Associaions of Persons; and Persons ineligible to contract under
applicable statutory/ regulatory requirements.

Fo " mﬁ. 18




Prospective subscribers must make their own independent evaluation

| and judgment regarding their eligibility to invest in the issue Prior to

making any bid, application for subscription andlor investment in these
Debentures, each investor should satisfy and assure herselfihimselfitself
that i is authorized and eligible o invest in these Debentures. The Issuer
shall be under no obligetion o verfy the eligibiity/authority of the
invastor to invest in these Debentures, Further, mere receipt of this PPM
(andfor any document in relation therato andfor any nofification in
relation to the issuance of these Debentures on an Electronic Book
Platform} by a Person shall not be construed as any representaticn by
the Issuer that such Perscn 15 authorized o invest in these Debentures
or eligible ta subscribe to these Debentures.

Motwithstanding any acceptance of bids by the Issuer on and/or pursuant
o the Electronic Book Platform, (a) if a Person, in the |ssuer's view, is
not an Eligible Investor, the Issuer shall have the right to refuse allotmeant
of Debentures o such Person and reject such Person's application; {b) if
after applying for subzcnption to these Debentures and'or allotment of
Debentures to any Person, such Person becomes ineligible andior &
fournd to have been ineligible o imvest ihold theze Debenfures, the
Izzuer shall not be responsible in any manner,

&8 Remittance of

Application Money

Applicants may make remittance of application money either through
cheque(s) demand draftis) drawn In favour of "PNB AT1 BASEL I
Bonds Series X" and crossed “Account Payee Only” payable at par at
place! centre where the application form is deposited or by way of
alectronic fransfer of funds through funds tfransfer’ RTGS mechanism far
cradit in the account as per following details:

| Punjab Mational Bank

e Bl o

Mame of the Banker

Account Marme | PNB AT1 BASEL Ill Bonds Series X
Credit into Current Ale | T538002800001302

Mo,

IFSC Cade PUNBOTS3800

Address of the Branch | Punjab National Bank, BO: BKC. Mumbai

Marration | Anplication Money far Bond lssue
64 | Conditicns  Precedent | The subscription from Investors shall be acceplted for allocabtion and
to Disbursement allctment by the Bank subject o the following:

a. Rating lettars from IRRPL and Brickwork Ratings not being more
than one month old from the Issue Opening Date;

b.  Letter from the Debenture Trustee conveying their consent to act
as Trusiee for the holder{s} of Bonds;

. Letter from BSE conveying its in-principle approval for listing of
Bonds,

0. | Condition Subsequent
o
Disbursement

The Bank shall ensure that the following documenis are executed!
activities are completed as per time frame mentioned in the Disclosure
Document

a. Credit of demat account{s} of the aliottee(s) by number of Bonds
allctted within 2 (two) working days from the Deemed Date of
Allotment;

B, Making apphication to MSE and'or BSE within 15 days from the
Ceemed Date of Allstment io jist the Bonds and seek listing
permizsion from MNSE and/or BSE within 20 days from the Deemed
Diate of Allotment,

¢.  Meither the Bank nor any related party over which the Bank
exerciges conirod or significant influence (as defined under relevant
Accounting Standards) shall purchase the Bonds, nor would the
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Bank directly or indirectly fund the purchase of the Bonds. The
Bank =hall not grant advances against the sacurity of the Bonds
imsued by it

Besides, the Bank shall perform all activities, whether mandatory or
otherwise, as mentioned in the Disclosure Document

71

Applicable SEBI
Regulations

Securities and Exchange Board of India (Issue and Listing of Debt
Securities) Regulations, 2008 issued vide circular no  LAD-
NRO/GN/2008/13/127878 dated June 0B, 2008 as amended pursuant to
the Securities and Exchange Board of India (Issue and Listing of Debt
Securities) (Amendment) Regulations, 2012 issued vide circular nd.
LAD-NRO/GN/Z012-13/19/5392 dated October 12, 2012, and Securites
and Exchange Board of India (issue and Listing of Debt Securities)
(Amendment) Regulations, 2014 issued vide circular no, LAD-
NROVGN/2013-14/43/207 dated January 31, 2014, as and Securities and
Exchange Board of India (lssue and Listing of Debt Securities)
(Amendment) Regulatons, 2016 Issued vide circular no. LAD-
NROVGN/2016-17/004 dated May 25, 2016,

72

Govermning Law &
Jurisdiction

£

lesue Schedula”

_—

The Bonds are governed by and shall be construed in accordance with
the existing laws of India. Any dispute arising thereof shall be subject o

_the |urisdiction of district courts of Mumbai, Maharashtra,

lssue Opaning Date 29.03.2017

Issue Closing Date 25.03.2017
Pay - in Dates 31.03.2017

Deemed Date of Aliotment 31.03.2017
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