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Key Highlights

$356m

Gross new lending
(2024: $233m)

g

$18.7m

Operating profit
(2024: $24.0m)

$846m

Net loans and Advances
(Core portfolio)
(2024: $687m)

31.1%

CRAR
(2024: 31.8%)*

Life assurance for seesee
all the employees oeveees

$43.7m

Operating income
(2024: $46.0m)

$1.200m

Total Assets
(2024: $1,087m)

20.3%

CET1
(2024: 20.6%)*

201%

LCR
(2024: 528%)

40%

Female colleagues
(2024: 40%)

<o

The following abbreviations are used in the above table of metrics. LCR = Liquidity Coverage Ratio, CRAR = Capital to Risk (Weighted)
Assets Ratio, CET 1= common equity Tier 1. Operating profit = Profit before tax and impairment charges.

*Restatements have been made in the prior year in order arrive at the correct fair value reserve figure, these restatements are not
material. Refer to note 28 and note 35.
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Strategic Report

The Directors are pleased to present the annual report and audited financial statements including
the Strategic and Directors’ reports of Punjab National Bank (International) Limited (‘PNBIL’ or
‘Bank’) for the year ended 31 March 2025. These financial statements have been prepared in
accordance with UK-adopted International Accounting Standards.

The Strategic report should be read in conjunction with the Directors’ report where some of the
requirements of the Strategic report have been discussed. The Bank has also added separate
and voluntary risk and climate reports.

Nature of Business

Punjab National Bank (International) Limited was incorporated in the UK on 13 April 2006 and
registered with the Companies House in England & Wales under No. 05781326. The Bank is
authorised by the Prudential Regulation Authority (‘PRA’) and regulated by Financial Conduct
Authority (‘FCA’) and PRA to conduct banking Business in UK under Registration No. 459701.

The Bank is the wholly owned subsidiary of Punjab National Bank (‘PNB’ or ‘Parent bank’), India.
PNB is the second largest public sector bank in India having more than 180 million customers
and a network of over 10,000 branches.

PNBIL’s main business is to provide commercial and retail banking services to different segments
of customers, with a focus on the Indian community within the UK. This includes accepting
deposits from both retail and corporate clients; lending to retail, SME’s and corporate clients; and
transaction banking services such as currency remittances. The deposit products primarily
include current accounts, savings accounts, term deposits and ISAs. Some of these products
such as ISAs and term deposits are also being availed by a wider audience in the UK. The lending
products include real estate lending i.e., Buy to Let — Residential, Commercial, Development
Loans, Care Homes, Hotels & Hospitalities, and lending to SME and Term loans backed by
Standby Letter of Credit. The Bank does not offer regulated mortgages.

PNBIL currently operates in the United Kingdom through a network of seven branches. All
branches focus on retail and business clients. The central London branch also manages the
existing corporate portfolio of the Bank. PNBIL has a strong client base and brand image in the
local UK Indian diaspora market which has been delivered through its focus on relationship-based
services, and the strength drawn from its Parent Bank’s brand.

In addition to the above relationship and product activity PNBIL’s Treasury function plays a key
role within the institution. Their main function is to maintain a reasonable liquidity position
throughout the financial year and provide guidance on the pricing of assets and liabilities to Asset
and Liability Committee (‘ALCO’) for approval of pricing for deposits and loans. The Bank also
manages a portfolio of government bonds/corporate bonds which are held mainly for liquidity
management, including placement and borrowing of funds and management of interest rate risk.
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Strategic Report

Future Business Strategy

Building on the success of the past five years, the bank has continued to strengthen its financial
position by de-risking its legacy book, expanding its core UK secured lending, and sustaining
profitability. As part of its ongoing commitment to growth, in June 2025 the board approved a
refreshed strategy aimed at enforcing its proven approach while sharpening the focus on key
enablers in people, processes, products and technology.

As part of this exercise the Bank reviewed its purpose and vision and looked to create a vision
that transcends throughout the organization, enabling colleagues to relate their role clearly to the
overall direction and longer-term objectives of the Bank.

The framework below gives an oversight of the building blocks of the refreshed strategy. The Bank
has trust at the centre of its purpose with the vision of being the first-choice Indian Bank for its
customers. The vision is customer focused where we strive to deliver products and a service that
not only meets their needs but helps them achieve their financial goals.

The pathways to achieve the vision have been categorised across three delivery areas accelerate,
optimize and lead enabling the Bank to easily prioritise, approve, track and deliver investment
programs whilst on the journey.

Our purpose
ize on the strong growth foundation

A trusted Community : ‘..‘ma.l’ket.share .
Bank tize high- impact opportunity

Our strategic vision ce operational efficiency

control measure
fficient bank
efficiency and funding diversity

tiate through excellence
stomer experience with superior

g- term loyalty by aligning product witl
g customer needs

The strategy is built on three pillars where all approved non-mandatory investment spend delivers
against one of the strategic pillars bringing a clear focus on investment returns for the Bank.

Purpose and Vision:

At the heart of the Bank’s strategy lies trust, underpinning its vision to become the first choice
Indian bank for customers. This vision is deeply customer-centric, driving the Bank to deliver
tailored financial solutions that not only meet but actively support customers in achieving their
long- term goals.
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Strategic Framework:
To realise this vision, the Bank has established three core pathways:
e Accelerate: Scale with momentum
i. Capitalise on the strong growth trajectory established in 2024-2025.
ii. Expand market share in core segments through targeted investment and agile
execution.
iii. Prioritize high-impact opportunities to sustain upward momentum.

e Optimise: Drive Efficiency and Cost Discipline
i. Enhance operational efficiency through strategic offshoring and process
automation.
ii. Implement cost-control measures without compromising service quality.
iii. Streamline workflows to maximize profitability and resource allocation.

e Lead: Differentiate Through Excellence
i. Elevate customer experience with superior service and cutting-edge technology
ii. Fosterinnovation in digital banking solution and automation.
iii. Build long-term loyalty by aligning product with evolving customer needs.

Customer Experience

The customer remains at the centre of the strategy with the Bank looking to invest in the
development and growth of infrastructure and service in order to improve the customer’s
experience, their accessibility to products and their relationship with PNBIL.

There is planned investment in the development of the mobile and internet banking applications
broadening their capability and improving their interaction with the applications for the user, thus
enabling improved service, better access to products and faster account opening and delivery of
service.

In addition, investment will also be focused on both deposit and loan account opening
infrastructure to more quickly onboard retail and business customers, and for credit applications
to improve the efficiency and the interfaces between branch, broker, origination and credit.

The Bank is focussed on investing in technology to continually improve customer experience,
enhance operational resilience and support the maintaining of high standards of risk management
and controls.

Client and Product Proposition

At its core, the lending product proposition will remain unchanged, with low-risk real estate
backed lending driving growth in interest-earning assets. However, the Bank will now look to
broaden its outlook and move into adjacent sectors for secured lending, such as healthcare and
bridging.

Additionally, whilst focus within the refreshed strategy is very much on core business growth there
will still be active management of the IFRS 9 Stage 3 legacy portfolio where we expect this book
to run off by 2028, based on the most recent Board approved Operating Plan.

Aligned with the Customer Experience objectives, the liability proposition will have renewed focus.
The Bank understands that, in order to continue to service the existing Indian community, the
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deposit account proposition needs to be enhanced and be fit for purpose to attract and service
the second-generation customers and younger demographic. Thus, along with the build-out of
the mobile and internet banking capability described above, the liability product offering will be
further developed to meet the increasing needs of this demographic.

Technology and operational resilience

To support the bank’s growth aspirations, investment has been earmarked for transformation
initiatives across its products, operations, compliance, risk, finance and colleague propositions.
These efforts are aimed at strengthening the bank’s capabilities, enhancing operational efficiency,
and ensuring regulatory compliance, while also fostering a compelling employee value proposition
that helps retain existing talent and attract new talent as the business expands.

Key financial highlights and key performance indicators

As noted above during the current financial year the Bank continued to employ its strategy, with
the focus on the core portfolio being low-risk property backed lending.

Key Performance Indicator 1: Total assets increased compared to the prior year with assets as at
31 March 2025 totaling $1,200 million (2024: $1,087 million). Interest-earning assets are
comprised of cash and cash equivalents $117 million (2024: $134 million), loans and advances
$905 million (2024: $783 million) and debt securities of $149 million (2024: $141 million).
Movements in cash, placements and debt securities are essentially driven by the liquidity
requirements of the Bank.

The performance of the Bank’s customer asset volumes is driven by two competing factors: the
behaviour of the Stage 3 portfolio and the new business generated across the core portfolio. As
noted above the Bank’s strategic focus is centred around growth in core assets and liability
gathering through an improved customer experience, delivered via a more operationally efficient
and digital infrastructure.

Stage 3 impaired loans and advances (i.e. assets upon which provisions are held) are at $126
million (2024: $231million) on a gross basis. This was driven by a circa $30.8 million increase in
impaired accounts offset by $97.5 million of written-off assets and $38.8 million of net repayments.

Key performance indicator 2: Net loans and advances in the core portfolio reached $846 million
(2024: $687 million). Expected Credit Losses (ECL) on the core portfolio remained at $0.5 million
(2024: $0.5 million).

As at 31 March 2025, the geographical concentration of the Bank's financial assets with various
counterparties is mainly in the UK at 78.49% (2024: 66.41%) and India at 11.61% (2024:
18.22%). These geographic concentrations continue to change over time as the Bank pursues
its UK-centric strategy and reduces its Stage 3 exposure.

UK real estate lending amounted to 69.39% (2024: 57.98%) of the total portfolio. This is the
largest segment within the Bank’s loans and receivables portfolio as at 31 March 2025. UK real
estate lending consists of Buy-to-Let (residential and commercial), Development finance,
Commercial Real Estate (“CRE”), Others and Hotel finance.

The Bank saw retention rates (where existing facilities are internally refinanced) stay flat in the
current year at 26% compared to 26% in the previous year. This is testament to the strong
relationships we have as a Community Bank.
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Customer liabilities grew during the year as the Bank managed its funding requirement in line with
the growth in assets. Fixed Term Deposits moved up to $754 million in 2025 (2024: $660 million)
whilst Current and Savings Accounts moved up to $162 million in 2025 (2024: $152 million).

The Bank saw a decrease in the year in new Current Accounts opened at 664 compared to 781
in 2024. Retention rates in Fixed Term Deposits grew slightly to 78% in 2025 versus 72% in the
previous year.

Operating expenditure has increased in the year ended 31 March 2025 to $24.7 million from
$22.0 million in 2024. A combination of factors have increased the cost base: i) GBP/USD foreign
exchange movements uptick in the average rate; ii) UK inflation rates impacting general price
increases in service and maintenance arrangements; and iii) increase in the average number of
employees at the Bank.

As discussed below in the Section 172 statement, the Bank has been investing in the colleague
proposition and further embedding its values framework, as a result there has been an
improvement in the non-financial key performance indicators, where the Bank saw overall
colleague satisfaction of 86% in 2025 (82% in 2024). Indeed, 91% of colleagues consider PNBIL
a preferred place to work (versus peer banks) compared to 86% in the 2024 survey. The
colleague culture surveys also saw notable improvements in colleagues’ understanding of the
goals and objectives of the Bank as these had been effectively communicated by senior
management and colleagues felt their roles are connected to the goals of the organisation.
Colleagues continued to feel that management reflect the Bank’s values and behaviours (83% in
2025 versus 79% in 2024). There is a development focus required on infrastructure and our
operating model to further improve colleague satisfaction, and this is captured in the future
strategic requirements of the Bank.

The Operating profit (profit before impairment provisions and taxes) for the year ended 31 March
2025 decreased to $18.7 million (2024: $24.0 million)

The overall impairment charge in the year ended 31 March 2025 was $17.9 million (2024: $17.7
million), $8.9 million of which relates to Stage 3 Net Interest Income (calculated on net assets and
immediately written off).

The profit before taxation for the year ended 31 March 2025 amounted to $0.8 million (2024: $6.3
million) where the reduction can be primarily attributed to higher provisioning during the year.

Section 172 (1) Statement

In accordance with the Companies Act 2006 (the "Act"), for the year ended 31 March 2025, the
Directors presents the following statement, outlining how they have had regard to the matters set
out in Section 172(1) of the Act when fulfilling their duty to promote the success of the Bank.

Section 172(1) Statement and Statement of Engagement with Other Stakeholders

The Board is collectively responsible for the long-term success of the Company. Understanding
the interests of key stakeholders, including customers, shareholders, colleagues, regulators,
suppliers, communities and the environment, is central to the Company’s strategy. This
understanding is integral to the company’s long term success and underpins the Board’s decision-
making process, as further detailed in this statement.
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Shareholders

As a wholly owned subsidiary, the Directors ensure that the strategy, priorities, processes and
practices of the Company are fully aligned where required to those of the Parent, ensuring that
the interests of the Parent as the Company's sole shareholder are duly acknowledged.

Colleagues

The Directors’ support and drive the delivery of the people strategy with focus on creating an
inclusive bank, attracting, retaining and developing talent alongside embedding a balanced and
flexible working environment.

The Bank has been working diligently during the year to review and assess the colleague offering,
it has engaged external resource to benchmark the Bank’s offering against the market and the
Bank will use this insight to build out the proposition for 2026. Furthermore, the Bank has
bolstered and strengthened its talent pool during the year in order to deliver upon its new strategic
objectives.

Communities and the Environment

The Parent bank is one of the largest financial services providers in India whose goals are to be a
trusted, sustainable, and responsible business. The Directors ensure this ethos is carried over
and embedded in the business practice and behaviours of the bank and its colleagues, thus
enabling us to have a positive contribution to the customers and communities we serve.

During the financial year the Bank were involved in numerous community and cultural events.

How stakeholder interest has influenced decision making

The Directors' acknowledge that one of the primary responsibilities of the Board is to ensure that
the strategy of the Company, as aligned to that of the Parent, is to effectively manage the
Company to generate sustainable returns, central to which is ensuring engagement with
stakeholders, and considering in all instances the long-term implications of decisions made,
acting at all times to maintain the highest possible standards of conduct.
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Risk Management Report

Introduction

This Risk Management Report explains the Bank’s approach to managing risk, the principal risks
the Bank is currently exposed to and provides information on how these risks are currently being
managed and mitigated.

Approach to Risk Management

The Bank is exposed to a variety of risks in pursuing its strategic objectives. The Bank aims to
carefully manage the risks that arise from its business activities and operations. By closely
monitoring and controlling these risks, the bank seeks to measure them, reduce them as much
as possible, and account for them in pricing to ensure a reasonable financial return over time. To
identify and manage these risks the Bank has designed a Bank-wide Risk Management
Framework (RMF) which is implemented in a way considered appropriate for the nature, scale
and complexity of the business.

Risk Management Framework

The Risk Management Framework (RMF), an overarching chapter within the Bank’s Risk
Governance Framework (RGF), sets out a Bank-wide approach to the identification, assessment,
categorisation, mitigation, monitoring, and reporting of risks across all risk categories. It describes
various activities, techniques and tools that are mandated to support these activities.

Risk culture
The Board is reSpOﬂSib'e for eStabliShing the Tone from the top Accountability
Bank’s "tone from the top" and fostering a The Board and Senior ) All need to be aware ofﬁhe
Management are the starting culture and that they will be
robust risk culture throughout the point for setting the core held accountable for their
. . . . . values and expectations for actions in relation to risk-
organisation. Senior Management will assist risk culture in the Bank. taking behaviour.
by spearheading the implementation of the
Risk Management Framework, ensuring it is el
isk Culture
thoroughly integrated with a strong emphasis
on adhering to risk appetite, and monitored Effoctive Communication Lazees o
via a comprehensive set of risk metrics and An environment of open and | | '"a”f,'a‘ a:d ”“’“”ta”lf'a'
. . . constructive engagement Ln;sgswaens d OozlépE:;_t:kiiOre
key rlSk |nd|Cat0rS. where things get discussed behavi 8 1 L g
not hidden. Thee g\;lr?::fs at all levels across
Risk strategy

The risk strategy is an integral part of the Bank’s strategy. It sets out the strategic risk
management objectives that will support the achievement of the Banks’s overall commercial
goals. The strategic risk management objectives are to:

e Review existing risk identification approaches.
o Establish an effective mechanism to identify and manage material risks for the Bank.

11 | 2025 ANNUAL REPORT AND ACCOUNTS



Strategic Report

e Support risk awareness, behaviours, and judgments within a strong governance
framework.

e Promote strong risk culture and cascade risk management philosophy throughout
through frameworks, policies, and procedures.

e Address gaps in risk controls, enhance second line oversight and assurance.

o Review risks for appropriate treatment, considering assessment, complexity, potential
impact, transferability, and market-standard approaches.

e Ensure effective communication of risk information to facilitate decision-making
processes.

o Develop and monitor risk management frameworks, policies, systems, processes, and
tools, ensuring effective communication to the First Line.

e Ensure effective risk reporting and communication of strategy and relevant data across
the Bank.

e Monitor effectiveness of risk and capital management systems through ongoing review
and independent assurance.

¢ Monitor implementation and effectiveness of, and compliance with risk policies and
standards and the management action in the event of breaches.

Risk governance and oversight

The Bank has a number of committees which oversee and monitor risk as set out below. The
Board delegates to the Board Risk Committee (BRC) oversight of the Bank’s risk management
arrangements as a whole. The Risk Management, Centralised Credit and Compliance Functions
are independent risk management functions, under the direction of the Chief Risk Officer (CRO),
Head of Credit and the Compliance Director & MLRO, respectively. The Data Protection Officer
(DPO) advises the Bank on obligations arising under data protection legislation and is the policy
owner for data protection related policies and procedures. The Internal Audit function, under the
direction of the Head of Internal Audit, provides independent and objective assurance that the
Bank’s risk management, governance and internal control processes are designed and operating
effectively.

The CRO has an independent reporting line directly to the Chair of the BRC, in addition to
reporting to the MD & CEOQO. The Compliance Director & MLRO, DPO and Head of Internal Audit
have an independent reporting line to the Chair of the Board Audit & Compliance Committee
(BACC) in addition to reporting to the MD & CEO.
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Board Risk Committee (BRC)
Chaired by INED

Board

Board Audit and Compliance Committee (BACC)

Chaired by INED

Board To provide oversightin relation to current and potential future risk To oversee the effectiveness of the system of internal control and the
level exposures and future risk strategy, including determination of risk effectiveness of the Internal Audit function and external auditors. To
appetite and tolerance and the effectiveness of the Bank’s framework monitor all regulatory, conduct, and compliance (including Anti-
for managing risk. Money Laundering) risks across the Bank.
Executive Executive Committee (EXCO)
level Chaired by MD & CEO ]
To oversee and monitor risk and ensure thatrisk is being identified and managed efficiently across the Bank in line with the Risk Management Framework.
CreditRisk c R'S'l(_& HR, IT & — Credl'FApproval
Asset & Liability Oversight SMPLancs Operations Committee (CAC)
. c ittt Committee X Development Chaired by MD &
Committee ommittee Committee A
(CROC) (RCC) Tis Committee (PDC) CEO
) (ALCO) R Chaired by MLRO ( ) Chaired by COO Independentcredit
Operating Chaired by CFO | by Toensure Bank has Chaired by COO S function separate
T bal Toimonitorand Sppropriate The HIOC hasa oo Tespanstbility from business
level ooversee balance review credit risk mechanismsfor the is to approve new

sheet risks, market

risk, treasury credit

risk and liquidity and
funding risk.

and lending
activities, including
its watch-list and
non-performing
assets.

Three lines of defence

broad remit in terms
of scope, covering
as necessary the
Bank’s operational
infrastructure.

measurement,
monitoring, and
mitigation of risks
other than those
relating to creditand
marketrisk.

developmentwith
responsibility for
reviewingand
sanctioning all new
creditand renewal
proposals.

products before
they are offered to
the bank’s
customers.

The Bank utilises the industry-standard 'three lines of defence' (3LoD) model to structure risk
management activities for clear responsibility and accountability, effective collaboration and,
efficient coordination of risk and control activities. The 3LoD model makes sure there’s a clear
definition of responsibilities between the ownership and management of risk (1LoD: First line of
defence), oversight and challenge (2LoD: Second line of defence) and independent validation
and assurance (3LoD: Third line of defence). Each line of defence is independent and doesn’t rely
on another for its day-today operation. The key accountabilities of the three lines of defence within

the Bank are set out below:

1LoD
The business and branches

2Lo

D

Risk Management Department,

Centralised Credit Department

and

Compliance Department

3LoD
Internal Audit

« Accountable for risks in their
areas.

* Embedding risk
management frameworks,
policies, and sound risk
management practices into e
standard operating
procedures.

» Adhering to frameworks,
policies and procedures set

* Reporting on the
performance of risk

Developing and monitoring
the implementation of risk
management frameworks,
policies, systems, processes
and tools.

Ensuring that risk
management frameworks,
policies, systems, processes
and tools are updated and
reviewed periodically and
that these are

* Independently reviewing the
design and operating
effectiveness of the Bank’s
internal controls, risk
management and
governance systems and
processes.

» Periodically assessing the
Bank’s overall risk
governance framework.
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management activities
(including ongoing risk
identification, assessment,
mitigation, monitoring and
reporting).

Accounting for the
effectiveness of risk
management in operation
including ensuring that
procedures and controls are
operated in a consistent and
ongoing basis in order to
effectively manage risks.

communicated effectively to
the First Line.

Ensuring that the above
frameworks and tools cover
risk identification,
assessment, mitigation,
monitoring and reporting
and that they are being
implemented.

Establishing an early
warning system for breaches
of the Bank’s Risk Appetite
or limits.

Providing independent
assurance to the Board on
the above.

Recommending
improvements and
corrective actions where
necessary.

Tracking the implementation
of all internal audit
recommendations.

* Influencing or challenging
decisions that give rise to
material risk exposure.

* Independent verification of
all risk ratings as per the
ratings model.

Risk Appetite Framework

Risk appetite parameters provide the Board with an agreed and transparent risk control
framework, within which the Bank’s line management operates. Setting a risk appetite is not about
removing all risks in their entirety, rather it is about limiting risks in certain areas (e.g. Conduct
Risk) whilst embracing risk in others (e.g. Credit Risk). In conjunction with the ICAAP, ILAAP and
Recovery Plan, the Risk Appetite Statement forms a broad spectrum of risk management steps
which basically cover various stages from business as usual to non-viability situations.

The risk appetite of the Bank is authorised and owned by the Board and is formally adopted via
the Board’s authorization of the Risk Appetite Statment after the necessary review and challenge,
which takes place at least annually. A dashboard with the status of each metric is monitored on
a monthly basis by the EXCO and its sub-committees.

Stress Testing

In order to determine the impact of stress scenarios on our risk appetite, we assess a suite of
metrics under stress (such as CET 1 ratio, Leverage Ratio and Stressed Net Liquidity
Requirement). The impact of the most relevant combined stress scenarios from the ICAAP / ILAAP
on the mentioned metrics is identified and assessed by the Bank. The results of stress testing and
ongoing monitoring of expected performance helps validate the quantification of risk appetite or
shows if the performance of the Bank is outside of the Board’s risk appetite or indicates that one
or more of the quantified risk appetites needs to be reviewed.
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Principal Risks and Risk Mitigation

The principal risks the Bank faces are those that it is inherently exposed to and those which
management believe could significantly impact the achievement of the Bank’s purpose and vision.
The Bank has identified a number of material risks in its normal course of business which are
discussed below. The Bank is firmly committed to the management of risks, recognising that
sound internal risk management is essential to its prudent operation. This is especially vital given
the escalating complexity, variety, and unpredictability of markets, propelled by rapid
advancements in technology and communication.

Principal Risk Definition How we mitigate the risk

Credit Risk The risk that a borrower or e Independent credit function separate
counterparty fails to pay the from business development.
interest or repay the principalon e  Low risk appetite under credit risk
aloan on time. Credit risk also focusing on areas where the Bank has
arises if the value of assets used expertise, skill, knowledge and positive
as security for loans falls in value, prior experience.
given this is the primary source of e  Focus on low default and low loss given
recourse should a borrower fail to default portfolio.
repay amounts due. e The Bank has a Credit Risk
In relation to the Bank’s treasury Management Framework that includes
activities there is a risk that detailed lending policies, underwriting
acquired securities or cash manuals and a defined problem debt
placed on deposit with other management process.
financial institutions is not repaid e An independent credit admin function at
in full or in part or financial corporate office to ensure efficient post
transactions are not settled. sanction control.

e Monitoring of customer performance
throughout the life of the loan, with
regard to arrears, proactive collection
strategies, or the application of
forbearance measures

e Maintain a diversified portfolio of loans
by limiting concentrations by size
proportionate to our own balance sheet
size, by single counterparty, geography,
sector.

e Separate recovery team for resolution
of stressed assets.

e We operate a Treasury policy that only
allows for acquiring securities or
undertaking placements only with
counterparties with investment grade
credit ratings or with majority
Government of India shareholding.

Market Risk Market risk is defined as the e The Bank carries a small investment
potential adverse change in the book (mainly consisting of corporate
Bank’s income or net worth
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Principal Risk

Definition

How we mitigate the risk

arising from movements in
interest rates, exchange rates,
equity prices and/or other market
prices. Effective identification and
management of market risk is
required for maintaining stable
net interest income.

bonds, banks / FI's bond and US/UK
treasury Securities).

The Bank does use derivatives and
swaps for hedging purposes. These
derivatives are re-valued daily and any
change in their fair value is recognised
immediately in profit and loss.

Market risk is monitored through
various limits such as net overnight
open position, daylight open position,
modified duration, stop loss, cumulative
trading losses and mark to market loss
limits.

The risks are reported to the ALCO and
the Board against risk appetite levels.

Interest rate risk in
the banking book

Interest rate risk in the banking
book (‘IRRBB’) more specifically
refers to the current or
prospective risk to an institution’s
capital and earnings arising from
adverse movements in interest
rates that affect the institution’s
banking book positions.

The Bank compares the repricing or
maturity profiles of interest-sensitive
assets and liabilities to quantify the
exposure to changes in interest rates.
The impact on the economic value of
assets and liabilities under parallel
interest rate shock (of 200 bps)
scenario is monitored.

Liquidity and funding
risk

Liquidity risk is the risk that the
Bank is unable to access
sufficient liquid financial
resources to meet its financial
obligations as they fall due.

Funding risk is the risk of being
unable to access funding markets
or to only be able to do so at
excessive cost.

The Bank has a system in place to
monitor total contractual inflow and
outflow and to manage the gap within
pre-stipulated limits prescribed by the
Board and/ or the regulator.

Liquidity monitoring mechanism
supplemented by regular liquidity stress
testing gives sufficient advance signals
for envisaging liquidity requirements.
The Bank maintains liquidity buffers and
contingency funding plans against
various stressed liquidity scenarios.
The Bank aims to diversify its funding
sources.

It proactively monitors individual funding
maturity dates and maturity
concentrations.

Credit concentration
risk

Credit concentration risk denotes
the overall spread of a Bank's
outstanding accounts over the
number or variety of debtors to
whom the Bank has lent money.
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The risk is monitored through various
concentration limits in exposure to
existing counterparties, new
counterparties, banks, sectoral limits,
geographical limits, etc.

The Bank has geographically focused
on UK lending as part of its business
strategy.
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Principal Risk Definition How we mitigate the risk

Operational risk Operational risk is the risk of loss e
resulting from inadequate or
failed internal processes, people
and systems or from
external events.

Major sources of operational risks for
the Bank are identified by management
(as part of ICAAP) and include IT and
cyber security risk, data security risk,
people risk, internal and external fraud,
business process risk, financial crime,
legal risk, change risk, outsourcing risk
and external events like failure of
transportation, non-availability of utilities
etc.

The Bank assesses the plausibility of
the above risks in light of the various
controls put in place to mitigate these
risks to keep them within the Bank’s
appetite. They are regularly monitored
for early warning signals through
various tools in place so that
appropriate and timely action could be
undertaken.

The Bank conducts root cause analysis
to understand any incidents which do
occur and implement appropriate
responses.

The Bank utilises a Risk and Control
Self-Assessment (RCSA) approach to
identify, manage and monitor key
operational risks, and the development
of action plans to address these risks.
The Bank has different teams such as
the Financial Crime Operations Team,
Mid-Office and Compliance Conduct
Risk team for strengthening the quality,
controls and processes.

The Bank also has in place a Cyber
incident response plan and Cyber
security strategy implementation plan to
strengthen its cyber security in the
rising cybercrime environment.

Regulatory and Regulatory and compliance risks

compliance risk are risks arising from failure to
comply with laws, regulations,
rules, standards and codes of
conduct applicable to the Bank’s
activities.
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The Bank maintains a separate
independent compliance function that
manages and monitors these risks
through policies, staff training and
regular monitoring of compliance with
regulatory obligations.

New and emerging regulatory driven
changes are overseen through horizon
scanning process and conducting
impact assessments.
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Principal Risk Definition
Data protection and Data protection and privacy risk
privacy refers to the potential exposure or

misuse of customers’ personal
and financial data. It includes
risks from cyberattacks, insider
threats, or inadequate data
handling practices.

How we mitigate the risk

The Bank mitigates these risks by
implementing and continuing to improve
its data management and protection
protocols.

Additionally, the Bank ensures
compliance with regulatory
requirements through continuous
monitoring and staff training programs.

Financial crime Financial crime encompasses any
criminal conduct related to money
or financial services and markets.
While financial crime has always
posed a risk to the financial
services industry, the increased
use of digital channels has
heightened this risk. As
technology advances, the nature
and impact of financial crime
activities are expected to grow
over the coming years.

The Bank continues to enhance its
control environment with respect to
financial crime. This is closely monitored
by the Risk and Compliance Committee.

Conduct risk Conduct risk relates to a failure or
an inability to comply with laws,
regulations and codes relating to
the fair treatment of customers.
Failure to manage this risk
sufficiently could result in
reputational damage, regulatory
sanction and remediation

A conduct risk framework is in place
and a report on conduct risk is
presented to the Board annually and
monitored regularly through KRIs.
The Bank analyzes complaints, and
claims and undertakes root cause
analysis to drive continuous
improvement in customer outcomes.

programmes.
Strategic and Strategic risk is the current and
business risk prospective impact on earnings of

capital arising from adverse
business decisions, improper
implementation of decisions, or
lack of responsiveness to industry
and market changes.

Business risk is any risk to the
Bank arising from changes in its
business, including the risk that
the Bank may not be able to carry
out its business and its desired
strategy.
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These risks are mitigated by the low risk
and secured lending model and working
with the target segments where the
Bank has experience, knowledge and
skill set.

The Bank focusses on existing
profitable products and services whilst
strengthening its core foundations and
improving cost efficiencies.

All new business initiatives and
proposals for products or services
undergo thorough analysis and scrutiny
before launch.

While evaluating Business and Strategic
risks, we take into account the
implications of regulatory expectations
and legislative requirements.

New product process is in place to
consider the risks of product launches.
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The Bank has a well-defined
governance structure. It regularly

Principal Risk Definition How we mitigate the risk
Environment, Social ESG risk is broadly defined as .

& Governance environmental, social and

(‘ESG’) Risk governance characteristics that

could negatively impact the

financial performance or solvency e
of an entity, sovereign or

individual.

undertakes various initiatives to fulfil its
social responsibilities.

The Bank has already embedded
controls to address the climate change
risk.

However, considering the impact of
climate risk across various spheres of
activities, the Bank has taken further
steps to address the risk and has
embedded it in its decision-making
process and culture through the Risk
Appetite Framework and Credit Risk
Management Policy.

See section ‘ESG Report’ for more
details.

Reputational risk The risk of possible damage to
the brand and reputation, and the
associated risk to earnings,
capital or liquidity arising from any
association, action or inaction
which could be perceived by
stakeholders to be inappropriate,
unethical or inconsistent with the
Bank’s values and beliefs.

To mitigate this risk, the Bank has
developed a reputational risk framework
policy, and the Bank has no risk
appetite to undertake any activities that
could endanger the reputation of the
Bank.

The Bank is actively involved in
corporate social responsibilities as part
of corporate strategy to build reputation
in the UK.

An efficient complaints handling policy
is in place and regularly monitored
through Reputational Risk Scorecard.

Group risk The risk associated with being a
subsidiary in a wider group. This
will also include strategic and
business risks associated with the
parent, impacting upon the
reputation, focus and direction of e
Bank’s business. The use of
services from the parent bank °
such as IT and office space is
also included.

Increased involvement and interaction
between senior management from Bank
and the parent bank.

Limits on net exposure of the parent
bank.

Performance of the parent bank and its
likely impact is assessed regularly.
Reduced reliance on the parent bank
with regards to capital and liquidity as
we have become more self-sufficient.

Emerging risks

The Bank is dedicated to the close monitoring and management of the emerging risks. These risks
reflect potential threats that are rising in significance, driven by external change or characterized
by greater uncertainty, and therefore have the potential to significantly impact the Bank’s ability to
achieve its strategic objectives. These risks are often immediate and require proactive measures
to mitigate their effects on the Bank’s operations and performance.
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In contrast to the principal risks which are inherent to business model, emerging risks are
characterised by their uncertainty and the likelihood that they will develop and become more
significant over a longer period. These risks may arise from changes in the economic environment,
technological advancements, regulatory shifts, or geopolitical developments. While the specific
nature and impact of these emerging risks are not fully known as they may not be quantifiable,
they are closely observed to anticipate and prepare for potential future challenges.

By continuously assessing such risks, the Bank ensures that it remains resilient and capable of
adapting to changing circumstances, thereby safeguarding its long-term success and stability.

Economic environment

Lower Bank of England base rates can negatively impact the revenue that we earn from our interest
bearing products (more so because of any mismatch between repricing of our fixed rate deposits and
repricing of floating rate loans). Slow growth and recession in the UK economy may reduce fee income
and returns on lending. High inflation also has an impact on the cost of living for our customers and can
put pressure on their ability to service their obligations. Political instability and conflicts may contribute
to interest and FX rate volatility that could result in lower profitability. We monitor the macroeconomic
environment closely and carry out horizon scanning and stress testing exercises to assess the impacts
of macroeconomic risks to our business.

Geopolitical risk

The geopolitical environment remains uncertain, driven by escalating global tensions, trade disruptions, and
political instability. Recent developments such as the U.S. administration’s imposition of broad trade
tariffs increased market volatility. Additionally, the conflicts are still ongoing in Ukraine and the Middle
East.

While the Bank primarily lends in England and Wales and has no direct exposure to Russia, Ukraine, or
the Middle East, it is susceptible to second-order impacts on supply chains and the effect of inflation on
the real incomes of its customers. It continues to monitor that situation closely.

Regulatory Risk & Intervention

The Bank closely monitors regulatory changes, recognizing their potential impact on our business
operations. Non-compliance with regulatory changes could result in fines, reputational damage, and
potential revocation of regulatory permissions. As the regulatory landscape remains dynamic, we are
committed to recording, assessing, and integrating these developments into our risk framework.

Key areas of focus and monitoring include the impact of the UK Payment Systems Regulator’s reforms
on authorised push payment fraud reimbursement, particularly the impact of the updated
reimbursement model, and increase the efficiency of the processes required to implement the new
regime. With the impending introduction of the Basel 3.1 reforms including removal of the SME support
factor, it would potentially mean that we will have to hold more capital.
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Climate Report including Environment Social and Governance (ESG)

This Climate Report outlines the approach we are taking at PNBIL to tackle climate change, as
well as the progress we have made during 2024-25. Our approach to climate change continues
to form a fundamental part of our ESG strategy and our climate ambition remains to reduce our
carbon footprint.

Climate Risk

Climate Risk is a key area of focus for PNBIL, especially the risks of experiencing losses and/or
reputational damage arising from the impacts of climate change, transition to net zero.

Generally, this risk arises through two channels, physical or transition risks:

Physical risks Transition risks

Risk arising from changes in climate or weather |Risk due to the changes associated with moving
patterns. These can either be acute (events |towards a low carbon economy, including changes to
driven such as floods or storms), or chronic |policy, legislation and regulation, technology and
(longer-term shifts such as rising sea levels or | market, or legal risks from failing to manage the
droughts) transition.

The impacts from climate risk largely manifest through other principal risks that the PNBIL faces,
therefore consideration of climate-related risk is integrated into some of our wider risk
management processes.

Climate risk Opportunities

One of the main climate risks faced by PNBIL is the failure to adequately support the UK in its
transition to net zero. PNBIL understands its responsibility to manage its own operational
emissions and that it can support its colleagues and customers in transition, noting the biggest
opportunities are in lending including residential mortgages and the real estate sector. The
identification, assessment and management of these opportunities is undertaken on a regular
basis and approval of new initiatives governed in line with our governance structure.

Further, the Bank regularly reviews its climate change related risk management strategy to
ensure that it continues to align with evolving industry best practices and regulatory
expectations, whilst still being proportionate for the size, complexity and nature of its business.

We have identified opportunities to:

* Develop products to promote climate resilience, engaging in this opportunity through Green
BTL, Eco-Equity Release credit schemes and providing finance to businesses which have the
necessary EPC rating.

» Embrace the opportunity to reduce emissions from our own operations by: focusing on
replacing existing lighting with energy efficient lighting in Corporate Office and branches;
encouraging staff to use public transport and not providing any parking spaces in the corporate
building in Central London; and encouraging employees to use re-useable water bottles/cutlery.

Governance

The CRO is responsible for ensuring a robust framework to manage climate-related financial risks
and for aligning with regulatory expectations. This includes collaborating with the first line to
ensure effective risk identification, measurement, monitoring, and scenario analysis.
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Climate Change/ESG is a standing agenda item at monthly EXCO meetings, where the CRO
provides updates and highlights any concerns and the Board Risk Committee receives quarterly
updates on climate risk, tracking the Bank’s initiatives against regulatory expectations and energy
efficiency goals

Strategy

The Bank supports the UK'’s transition to low carbon, and a climate resilient, economy.
Accordingly, the Bank adopts a cautious and orderly approach to Climate Change by embedding
it in its business strategic through the Risk Appetite framework and Credit Risk Management
Policy.

As per the strategy, the Bank has embedded scenario testing for climate change, particularly for
physical risk and transition in its stress testing exercise. The approach for stress testing is
consistent with the Bank’s portfolio, asset profile and the need to maintain an adequate capital
position.

Further, the Bank aims towards a Net Zero-Emission Goal in the long run and the business
initiatives taken in this regard are detailed below and other operational initiatives taken are detailed
under the Streamlined Energy and Carbon Reporting (SECR) disclosures of directors report.

Risk Management

Climate change risk is identified, assessed, monitored and managed through enhanced MI, Risk
Management, stress testing and scenario analysis. There is continuous monitoring of ESG Risk
through Material Risk Trend Register (MRTR). As PNBIL enhances its data capabilities, the Bank
will further evolve its approach by capturing more granular insights into exposures vulnerable to
climate risk. Further, periodic reviews are carried out for risk identification and assessment to
ensure that the assessment of materiality is up to date and based on the latest
changes/developments, and that no material risks go unrecognized.

Moreover, PNBIL is progressing in building an operational risk loss incident database with financial
loss from climate change to enhance the Bank’s understanding of the financial impact and
strengthen the risk management process on an ongoing basis.

The Bank follows the principle of assessing the impact of the borrowing company on climate
change and the impact of climate change on the company in terms of physical risk and transition
risk. Thus, the Bank has quantitatively and qualitatively assessed climate change in its stress
testing by considering physical risk and transition risk. Based on the stress test and scenario
analysis for climate change risk, the Bank does not foresee any immediate stress on its portfolio
primarily due to its focused strategy, existing portfolio, risk management structure, credit
assessment process and practices.

PNBIL acknowledges the Financial Risk from Climate change as material and has substantiated
its efforts to manage it as described in proportion to the scale and complexity of the business.
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Metrics for Oversight

EPC rating Transition Matrix: The real estate portfolio remains exposed to a tightening of minimum
energy efficiency standards for real estate properties, which could impact the value or
marketability of mortgaged properties.

A detailed database capturing property-wise EPC rating has been built by the Bank which is
regularly updated. The data has been instrumental in quantitively capturing the climate change
transition stress on the Bank’s real estate portfolio. The details have been captured in the stress
testing section of the ICAAP document. The Bank aims to increase its exposure to EPC-rated A
& B real estate and decrease its exposure against EPC rating of D and below.

The position of EPC Rating-Percentage of portfolio backed by properties is as follows as at
14/05/2025.

Exposure EPC C and Above ' EPC D and Below
BTL-R 31.61% 14.30%
BTL-C 27.82% 15.83%

Physical Risk Through Flooding, Severe Weather Events &/or Rising Sea Level: The Bank’s real
estate portfolio represents a key business segment. This remains exposed to extreme variability
in weather patterns which may lead to increased incidence and severity of physical risk which, in
addition to the disruption felt by customers, can lead to a decrease in the valuation of the property.

A detailed database capturing property-wise flood risk has been built by the Bank which is
regularly updated. The data has been instrumental in quantitively capturing the climate change
physical stress on the bank’s real estate portfolio. The details have been captured in the stress
testing section of the ICAAP document. The Bank will continue endorsing insurance coverage of
flood risk for its primary and collateral real estate securities where the risk is medium and high.

An assessment has been undertaken to identify the real estate portfolio which could potentially
be exposed to physical risk, particularly those impacted by flood risk. Flood risk information for
properties has been directly obtained from the government of UK database.

The percentage of portfolios exposed to flood risk is as follows, as at as at 14/05/2025.

Exposure* Very Low Risk Low Risk Medium Risk High Flood Risk
Surface Water | 34.91% 28.15% 18.82% 16.27%
River and Sea | 89.59% 3.74% 4.23% 0.59%

* Data on flood risk is not available for which accounts for 1.84% of property portfolio.
Business Initiatives taken by PNBIL to address Climate Risk

e Developed products to promote climate resilience, through Green BTL, Eco-Equity Release
credit schemes and providing finance to business have necessary EPC rating.

o Differentiated pricing to encourage investment into energy efficient properties, with the
endeavor to transition towards higher energy efficient portfolio.

¢ Avoiding properties with high flood risk unless there are risk mitigating factors.

¢ Not financing businesses which are harming the climate, such as carbon intensive industries,
oil and gas extraction, unless there is risk mitigants factors.
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e Supporting real estate businesses which use renewal energy for heating/ lighting, or which
generate renewable energy such as solar power to be fed into the national grid.

e Preferring businesses which involve accommodation near cities as this reduces the carbon
footprint of the residents in these accommodations.

Conclusion

Creating a sustainable future is central to our mission, supporting the UK’s transition to net zero
through responsible lending, investments, and services. The Bank is committed to developing a
climate strategy that is proportionate to its business model and aligned with regulatory
expectations.

In line with PRA’s Supervisory Statement SS3/19, we are embedding climate risk management
across all three lines of defense. This includes strengthening governance, enhancing risk
systems, conducting scenario analysis, and improving climate-related disclosures.

We continue to evolve our approach to identifying and managing climate risks and opportunities.
While progress is being made, significant challenges and external dependencies remain across
sectors that must be addressed to reduce emissions and support a healthier environment.

WRitesh Mishra

271 July 2025
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The Directors have pleasure in presenting the Directors’ report which should be read in
conjunction with the Strategic report pages 5 — 24.

Financial Results

The financial statements for the reporting year ended 31 March 2025 are shown on pages 45 to
93.

For the Bank’s financial risk management policies, please refer note 24 for credit risk and note 40
for Market Risk.

Dividends

As in previous years, the Directors have not recommended the payment of a dividend on the
ordinary share capital for the year ended 31 March 2025.

However, the Bank continued to pay a dividend on the Additional Tier | Capital bonds at the rate
of 6 months SOFR plus 5% amounting to $4.64 million (2024: $4.83 million) during FY 2024-25.

Capital Structure

As at 31 March 2025, the issued and fully paid share capital of the Bank is $274.63 million (2024:
$274.63 million), and Additional Tier 1 Capital is $45 million (2024: $45 million). In the financial
year 2024-25, there was no material change in the capital structure of the Bank.

The total amount of regulatory capital available as at 31 March 2025 was $216.08 million (2024
$223.08 million). Detail is given below

2025 2024
$’°000 $°000
Tier Component
Core Tier | Capital Permanent share capital 274,631 274,631
Profitand loss account and other reserves* (108,749) (104,863)
FVOClreserve* 279 (117)
IFRS 9 transitional adjustment
166,161 169,651
Additional Tier | Additional Tier 1 capital 45,000 45,000
Adjustments Intangible Assets (126) (180)
Deferred tax assets™ (24,441) (24,629)
Due to prudential filters (746) (765)
TotalTier | Capital 185,848 189,076
Tier Il Capital Long term dated subordinated bonds 40,000 50,000
Deductions from Tier Il Amortisation of dated Tier Il capital, (9,767) (15,997)
maturing within five years
Total Tier Il Capital 30,233 34,003
Total Capital 216,081 223,079

*Restatements have been made in the prior year in order arrive at the correct fair value reserve figure, these restatements are not
material. Refer to note 28 and note 35.
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The Bank is required at all times to monitor and demonstrate compliance with the relevant
regulatory capital requirements of the Prudential Regulation Authority and those prescribed under
Capital Requirement Regulations and Directives. The Bank has put in place processes and
controls to monitor and manage the Bank’s capital adequacy.

The Total Capital Ratio of the Bank continues to remain above the required level under the CRR
and also above the Total Capital Requirement (‘'TCR’) given by the regulator to the Bank. The
TCR as at 31 March 2025 is 31.09% with the Common Equity Tier | capital ratio being 20.26%.

As at 31 March 2025, the capital adequacy ratio, leverage ratio, liquidity coverage ratio and net
stable funding ratio of the Bank are all above the minimum regulatory requirements and individual
capital and liquidity guidance. The Bank’s funding is well diversified and the liquidity asset buffer,
short-term interbank placements and balances with the Bank of England are positively
maintained, keeping in view the immediate liquidity requirement which may be triggered under
stressed conditions. A minimum of 90 days’ survival period is considered for maintenance of the
buffer. The components of regulatory capital, assessment of capital adequacy and the leverage
ratio will be disclosed separately in the Pillar Il disclosures, to be published on the Bank’s website.

PNBIL’s senior management monitors the Bank’s capital position on a weekly basis. The Board
Risk Committee and the Board of Directors review the capital structure on a quarterly basis, or
more frequently as required. The Bank reappraises the need for capital and funding throughout
the year to ensure the on-going stability and support of its business activities and compliance with
regulatory requirements.

Going Concern

The Directors are satisfied that the Bank has the resources to continue in business in foreseeable
future, considering at least 12 months from the date of this report, and that there are no material
uncertainties to disclose. In making this assessment, the Directors have considered PNBIL’s
current available capital and liquidity resources, the credit quality of the loan book and overall
balance sheet; the business financial projections (including profitability, liquidity and capital
resources and requirements) and the resilience and adaptability of the operational and IT
infrastructure and its staff.

The Bank has sufficient Capital for its existing business which allows for planned growth, the Bank
holds capital far in excess of the minimum regulatory guidelines. The Regulatory Capital at the
end of March 2025 was $216.1 million with a surplus of $103.1 million above the regulatory
requirement. The CRAR stands at 31.09% against a requirement of 16.25%.

As per the latest ICAAP 2024, capital requirements under stress scenarios have also been
assessed as per a revised stress testing framework. PNBIL undertakes 3 stress tests as part of
its ICAAP assessment: Market-wide stress scenario, ldiosyncratic stress scenario and Combined
stress scenario. The Stress test results are summarised below:
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Regulatory Requirement

CET 1 Regulatory Requirement (2024) 11.56%
Tier 1 Regulatory Requirement (2024) 13.69%
Total Capital Ratio Regulatory

Requirement (2024) 16.53%

Base Case

31.03.2025 31.03.2026 31.03.2027 31.03.2028
CET 1 Ratio (Base Case) 17.85% 16.53% 16.10% 15.83%
Tier 1 Ratio (Base Case) 23.40% 21.48% 20.58% 19.86%
Total CRAR (Base Case) 29.58% 25.88% 23.57% 22.55%

Market Stress

Stressed CET 1 Ratio 17.85% 14.85% 14.58% 14.47%
Stresses Tier 1 Ratio 23.41% 19.79% 19.04% 18.48%
Stressed Total CRAR 29.59% 24.19% 22.01% 21.16%

Idiosyncratic Stress

Stressed CET 1 Ratio 17.82% 14.64% 14.30% 14.13%
Stresses Tier 1 Ratio 23.37% 19.58% 18.75% 18.12%
Stressed Total CRAR 29.55% 23.96% 21.71% 20.79%

Combined Stress

Stressed CET 1 Ratio 17.85% 12.59% 12.05% 11.85%
Stresses Tier 1 Ratio 23.41% 17.52% 16.48% 15.82%
Stressed Total CRAR 29.59% 21.90% 19.43% 18.46%

The Combined Stress Scenario is the most severe scenario. Even under the Combined Stress
Scenario (before Management Action) CET 1, Tier 1 and Total capital ratios will be within the
regulatory limits without any utilisation of buffer.

The Bank'’s strategic plan, is reviewed every year and approved by the Board, the table below is
updated based on the updated forecasts for the next 3 years and based on actual numbers for
March 2025.

31.03.2026 31.03.2027 31.03.2028

31.03.2025

CET 1 Ratio (Base Case) 20.26% 21.00% 19.90% 19.30%
Tier 1 Ratio (Base Case) 26.74% 26.70% 25.00% 23.80%
Total CRAR (Base Case) 31.09% 30.27% 27.40% 25.90%

It is also expected that Bank’s capital position is adequately capitalised and even under stress
scenarios (market, idiosyncratic and combined) it is unlikely that there will be breach of regulatory
capital requirements. The detailed analysis and results will be further assessed and documented
as a part of Bank’s ICAAP 2025.

The Bank maintains a healthy liquidity position which exceeds the requirements demanded by the
regulatory environment. The LCR and NSFR ratios as at the end of March 2025 was 201% and
121% respectively. In relation to long term borrowing, the bank has subordinated debt worth $40
million. The bank expects to have sufficient resources to meet all long-term borrowing
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commitments. There is a robust liquidity adequacy and monitoring process in place.

The Bank has continued to receive support from the Parent Bank with the rollover of existing
Capital instruments during the year. Assessments of the Bank’s liquidity, capital adequacy, and
risk management framework are performed on a regular basis.

The Bank has considered a range of possible scenarios factoring in recent events during the
financial year and modelled the impact for both the short and long term with probabilities for each
scenario. The management has concluded that there are no reasonably possible scenarios which
would threaten the viability of the Bank or give rise to any material uncertainties in the judgements
used in the preparation of these accounts.

The Bank continues to strengthen its governance and control environment to enable it to meet
the regulatory challenges faced by all banks, based on best practice in the industry and
underpinned by the industry-standard three lines of defence model.

In light of the analysis summarised above, the Directors are confident that the Bank will continue
as a going concern for a period of at least twelve months from when the financial statements are
being authorised for issue and up to at least 31 July 2026.

Streamlined Energy and Carbon Reporting (SECR)

Under this SECR, we report our energy use and greenhouse gas emissions. Our greenhouse gas
(GHG) reporting adheres to the GHG Protocol, specifically under the operational control
approach, for all facilities owned by PNBIL, reported in tCO2e. This is in line with our obligations
under the Companies Act 2006 (Strategic Report and Directors’ Report) Regulations 2013 and
the SECR (section 7) regulation. Our reporting year is FY 2024-25 and the table below
summarises the GHG emissions for the financial year ended 31.03.2025. This is the second full
financial year during which the bank has assessed its GHG emissions and the FY 2023-24 is used
as the baseline for assessments.

The table below summarizes the GHG emission for the year ended March 2025 compared to the
previous year.

Streamlined Energy and Carbon Reporting

Emission Source FY 24-25 tCO2e FY 23-24 tCO2e
1 Company Vehicle 511 3.09
2 Electricity 77.28 77.15
3 Petrol reimburse from staff claims 4.84 6.62
Total tCO2e 87.23 86.86
Total tCO2e per USD M turnover 2.02 1.88
Total Energy Consumption (KWH) 412,071.13 408,985.22
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Intensity Ratio FY FY
2024-25 2023-24

Activity

Total Energy Consumed (KWH) 412,071.13  408,985.22

Total Gross location based Emission (tCO20e) 87.13 86.86

Intensity Ratio: tCO2e (gross scope 1, 2& 3, location based)per USD

M revenue 2.02 1.88

Operating income in USD M 43.05 46.13

Although the Bank has not yet established a specific Co2 emissions reduction target, it is
committed to achieving year-on-year reductions. In the current reporting period, there has been
a marginal increase in emission primarily due to the increased use of company vehicles for various
business visits, seminars and conferences held during the year for growth and business
development. These initiatives have contributed to improved business performance and is
expected to support long term profitability. PNBIL is not proposing specific Co2 emission
reduction targets for the upcoming year, however the Bank is introducing various initiatives
outlined below with the aim of focusing on reducing its carbon footprint and the Bank is also in
the process of developing a comprehensive climate risk management framework. These efforts
along with other planned measures reflect the Bank’s ongoing commitment to sustainability and
intention to progressively reduce emissions over time in alignment with broader climate goals.

Methodology

The GHG emissions have been assessed following the GHG Protocol Corporate Reporting
standard and the Bank has used the 2024 emission conversion factors published by Department
for Environment, Food and Rural Affairs (Defra) and the department for business, Energy and
Industrial Strategic (BEIS). For the intensity ratio, the Bank has chosen to use Gross tonnes of
Carbon dioxide equivalent per USD Million of operation income. This metric is chosen as it is the
most readily available and complete data over the period and helps normalize the data, based on
business activity.

Energy efficiency measures and the Bank’s actions during the financial year to reduce
Greenhouse Gas emissions.

The Bank recognises the potential impact of climate change on its financial position including on
the valuation of its financial assets, impact on its operations and financial risk disclosures and,
most importantly, the Bank recognises that the management of resources is important. Hence,
the Bank has undertaken several energy saving measures during the financial year which include:

»  Continuing to work with landlords to identify and implement energy-saving opportunities,
improving the energy efficiency of our offices.

*  Replacing existing lighting with motion-generated lighting in Corporate Office and branches.
*  Encouraging staff to use public transport.

»  Not providing parking space to staff in the corporate building in Central London to encourage
them to use public transport.

*  Encouraging employees to use re-useable water bottles to replace plastic disposable water
bottles and providing re-useable cutlery and plates.
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* Advised employees to minimise the use of paper and use recycled paper wherever required.

»  Starting to use a web-based digital platform for Human Resources Management System
(PNBIL-MERA) to seek approval for both financial and non-financial matters to save on paper
waste.

During the FY 2025- 2026, PNBIL will continue to focus on reducing emissions and increasing
energy efficiency with planned measures which reflect the Bank’s ongoing commitment to
sustainability and intention to progressively reduce emissions over time in alignment with broader
climate goals.

Events after the Balance Sheet date

There have been no reportable events after the balance sheet date.

Internal Control and Financial Reporting

The Directors are responsible for establishing an effective internal control environment in the Bank
and for reviewing its effectiveness. The Bank has well defined procedures for safeguarding assets
against unauthorised use or disposition, the systems and control across the Bank are reviewed
regularly and, in particular, risk controls have been the subject of an extensive and detailed
review. There are controls for maintaining proper accounting records and for ensuring the
reliability of financial information used within the business or for publication. Such procedures are
designed to contain and manage rather than eliminate the risk of failure to achieve business
objectives and can only provide reasonable but not absolute assurance against material
misstatement, errors, losses or fraud.

The Directors and executive management of the Bank have adopted policies which set out the
Board'’s attitude to risk and internal control. Key risks identified by the Directors are formally
reviewed and assessed at least once a year by the Board vis-a-vis its risk appetite. In addition,
the Directors look to operational level management, compliance, risk and internal audit to ensure
that key business risks are identified, evaluated and managed by means of procedures such as
physical controls, credit and other authorisation limits and segregation of duties. The Board Risk
Committee is a committee of the Board which monitors the management information it receives
in order to identify, control and mitigate risks pertaining to all banking activities. The Board also
receives regular reports from the Chief Risk Officer on any risk matters that need to be brought
to its attention. Significant risks identified in connection with the development of new activities are
subject to consideration by the Board.

The financial reports are presented regularly to the Board detailing the business results,
variances, explanations and other performance data.

The effectiveness of the internal control system is reviewed regularly by operational ma