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Another land mark in CUB’s history -
Opening of 500" Branch by his Holiness
Sri. Sri. Sankara Vijayendra Saraswathi Swamigal <4
at ‘Chinthamani’ on the auspicious day of
‘MAHAMAHAM'
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FINANCIAL HIGHLIGHTS
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DIRECTORS' REPORT FOR THE YEAR 2015 - 16

Your Board of Directors is pleased to present the Annual Report on business and operations of the Bank together
with the Audited Financial Statements for the Financial Year ended 31% March 2016.

Financial Highlights (X in crore)
Particulars 2015-16 2014-15 Growth (%)
Share Capital 60 60 =
Reserves & Surplus 2,992 2,636 14%
Deposits 27,158 24,075 13%
Advances (Gross) 21,253 18,089 17%
Investments (Gross)* 6,326 5,872 8%
Total Assets / Liabilities 31,252 27,871 12%
Net Interest Income 981 807 22%
Operating profit 833 693 20%
Net Profit 445 395 13%

* the figures of the previous year have been regrouped/ reclassified wherever necessary.

During the year the Bank earned an operating profit of ¥ 833 crore registering an increase of 20% as compared to
previous year's operating profit of ¥ 693 crore. The net profit of the Bank for the current year was X 445 crore
compared to X 395 crore for the last year registering a growth of 13%. The deposits and advances for the current
year stood at ¥ 27,158 crore and X 21,253 crore respectively.The total business stood at X 48,411 crore as
compared to 42,164 crore for the previous year registering a growth of 15%.

DEPOSITS DEPOSITS TinCr

The total Deposits of the Bank for the current year increased by X 3,083
croretoX 27,158 crore from X 24,075 crore registering a growth of 13%.
During the year under review CASAincreased by ¥ 902 croreto¥ 5,533
crore from X 4,631 crore recording a growth of 19%. The cost of deposit
of the Bank decreased from 8.15% in the previous year to 7.62% in the

currentyear. R
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The gross Advances of the Bank increased by X 3,164 crore to¥ 21,253
crore from ¥ 18,089 crore, posting a growth of 17%. The yield on
advances declined marginally from 13.18% to 12.83% during the year
under review.

12222
15343
16224

The Gross and Net NPA for the current year stood at 2.41% and 1.53% L s e
respectively as compared to 1.86% and 1.30% in the previous year. 2012 2013 2014 2015 2016

Priority Sector advances during the yearincreased by X 1,960 crore from¥ 8,312 crore toX 10,272 crore. Your Bank
has achieved 55.27% of Adjusted Net Bank Credit (ANBC) against the regulatory prescription of 40% of ANBC on
Priority Sector lending requirements. The total agricultural advances stood at ¥ 3,391 crore as at 31" March 2016

forming 18.24% of ANBC as against the mandatory requirement of 18%.
~em— ()
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TREASURY OPERATIONS

Domestic Treasury

The gross investments increased by X 454 crore toX 6,326 crore as on 31*March 2016 from ¥ 5,872 crore as on
31 March 2015 registering a growth of 8% and out of this, the investments in Government Bonds alone amounted
to¥ 5,905 crore.

The 10 year GOl benchmark yield softened during the year from a high of 7.89% to 7.46% as GOl securities saw
good buying interest from Banks on account of rate cut by RBI.

Itis noteworthy to mention that during the year the Bank earned a profit of ¥ 45 crore from treasury operations due
to decline in yield on Govt. Securities by 0.43% as compared to X 60 crore last year when the yield went down by
1.06%. The average yield on investments declined from 8.57% in the previous year to 8.08% in the current financial
year.

Forex Treasury

During the year Indian Rupee witnessed swings against major currencies. The INR against USD ranged from
¥ 62.03 to X 66.25 and remained comparatively weaker against USD on the back of rate hike in US. The Bank
earned an exchange profit of ¥ 81 crore compared to X 69 crore last year including profit from integrated treasury
operations.

OPERATING RESULTS HIGHLIGHTS in crore)

) Year ended Year ended

Particulars 31* March, 2016 31*March, 2015

Total Income 3354 3103
Total Expenses 2521 2410
Operating Profit 833 693
Provisions & Contingencies 388 309
Exceptional ltems * 0 11*
Net Profit 445 395
Net Interest Income 981 807

* the method of depreciation on fixed assets was changed to straight line method determined on the basis of useful life as against WDV method w.e.f. 1°April 2014, in
accordance with Schedule Il of Companies Act 2013. Consequent to the change the fixed assets and profit after tax for the FY ended 31% March 2015 were higher by X 10.89 cr.

The Bank earned a total income of X 3,354 crore as against I 3,103 crore posting a growth of 8%. The total
expenditure of the Bank increased by 5% to record ¥ 2,521 crore as compared to previous year total expenditure of
32,410crore.

The operating profit increased by ¥ 140 crore to ¥ 833 crore from X 693 crore thereby recording a growth of 20%.
The net profitincreased to X 445 crore from X 395 crore registering a growth of 13%.
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The Net Interest Income for the year under review increased by ¥ 174 crore NET INTEREST INCOME ZinCr
from ¥ 807 crore to X 981 crore. The non-interest income of the Bank increased
from3 404 crore toX¥410 crore.

500

The provision for tax for the year increased from X 126 crore toX 158 crore. The
provision for NPA stood at % 205 crore vis-a-vis X 165 crore last year. The total
provisionsincreased by X 79 crore from3 309 crore to X 388 crore.

P 624
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FY FY FY FY FY
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APPROPRIATIONS
The appropriations from net profit were made as under: & in crore)
Particul Year ended Year ended
articuiars 31* March, 2016 31* March, 2015
Net Profit 444.69 395.02
Balance of Profit brought forward 6.96 6.87
Amount available for appropriations 451.65 401.89
Transfers to
- Statutory Reserve 115.00 103.00
- Capital Reserve 8.7 7.60
- General Reserve 188.00 173.35
- Special Reserve under IT Act,1961 40.00 32.00
- Dividend & Dividend Tax 92.49 78.98
Balance of Profit carried forward 7.45 6.96
Total 451.65 401.89

NET WORTH & CAPITALADEQUACY RATIO

The paid up Share Capital of the Bank increased from X 59.66 crore as on 31% March 2015 to ¥ 59.82 crore as on
31 March 2016. During the period the Bank allotted 16,23,479 equity shares to employees of the Bank pursuant to
CUB ESOS Scheme.

The Net Worth of the Bank improved to ¥ 3,033 crore as on 31 March 2016 from % 2,666 crore as of 31% March
2015.

Capital Adequacy Ratio:

BASEL II BASEL Il
Minimum Prescribed CRAR 9% 9.625% (9%)
Our Bank CRAR 15.80% (16.59%) 15.58% (16.52%)

The concept of Capital Conservation Buffer (CCB) has been newly introduced under BASEL Ill norms wherein
Bank is required to maintain CCB of 2.50% at the end of March 2019 in phased manner beginning from 31*March
2016 @ 0.625% in each year up to 31* March 2019.
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DIVIDEND

The Bank believes in rewarding its shareholders handsomely and at the same time endeavors to meet the future
capital requirements through plough back of profit. Keeping the twin objective in view, the Board of Directors have
recommended a final dividend of ¥ 0.20 paise per equity share of ¥1/- each for the year ended 31* March 2016
besides having declared and paid an interim dividend of 100% during the year i.e., ¥1.00/- per equity share of face
value of ¥1/- each. The total dividend for the year will be 120% as against 110% in the previous year, subject to the
approval of final dividend by the shareholders at the ensuing Annual General Meeting. The dividend payout ratio
works outto 19.43%. The dividend is subject to Dividend Distribution tax to be paid by the Bank.

The Board recommends the final dividend for declaration by the shareholders at the ensuing Annual General
Meeting.

BRANCH EXPANSION NO. OF BRANCHES

Keeping in mind the twin objectives of business growth and wider customer 9
reach and participation, the Bank has expanded its branch network by -
opening 50 more branches and 254 ATMs across the country during the
Financial Year ended 31* March 2016. The Bank has been successful in
widening its presence pan India with 525 branches and 1,325 ATMs for
Fy
201

300
375
425
475

better service to the customers. The Bank is keen to enlarge its presence by
tapping potential markets in southern India by opening more branches in

this region, in addition to opening of branches in other states. FY FY FY FY

2012 2013 2014 2015 6

FINANCIAL INCLUSION

The Government of India and the Reserve Bank of India have been making concerted efforts to promote financial
inclusion as one of the important national objectives of the country. It is a process through which the weaker / low
income groups are brought within the ambit of formal banking sector with a main focus to protect their financial
wealth. Your Bank, following RBI directions, has covered all the allotted 43 villages having population of over 2,000
and 96 villages having population of over 1,000 and below 2,000 by introducing ICT (Information, Communication
& Technology) based services, thus providing efficient and cost-effective banking services in the un-banked and
remote villages of the country, paving way for inclusive growth.

Further, during the year under review, Basic Savings Bank Deposits (BSBD) accounts numbering 99,166 were
opened and 91,779 biometric smart cards were issued to the beneficiaries. SB linked overdraft facility, micro
insurance products, Electronic Benefit Fund Transfer (EBT) payments have been extended to such account
holders.

PRADHAN MANTRIJAN-DHAN YOJANA (PMJDY)

"Pradhan Mantri Jan-Dhan Yojana' (PMJDY) is a flagship financial inclusion programme of Govt. of India which
was launched by our Hon'ble Prime Minister on 28" August 2014 across the country. Under this programme your
Bank has been allotted 264 wards apart from 139 villages already allotted under the Rural Financial Inclusion
scheme. Your Bank conducted survey of all 1,80,211 households in all these 264 wards.

The Bank has opened 81,045 PMJDY accounts as on date through all its branches and Rupay cards were issued
for the account holders under the scheme. As the overdraft facility is one of the features under PMJDY scheme,
Bank is considering the same based on conditions fixed by IBA to the PMJDY account holders from X 1,000 to

%5,000.
e— ()
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PRADHAN MANTRIJEEVAN JYOTHI BIMAYOJANA (PMJJBY)

This scheme was launched by our Hon'ble Prime Minister, on 09" May 2015. The scheme provides life insurance
cover to people in the age group of 18 - 50 years. Risk cover is available up to 55 years, subject to payment of
premium of ¥ 330/- p.a. Risk coverage isX 2 lakh in case of death due to any reason. The Insurance premium for
the scheme is auto debited from the bank account of the respective subscriber. We are having tie up with LIC for
this scheme.

PRADHAN MANTRISURAKSHA BIMAYOJANA (PMSBY)

This Scheme provides financial cover against personal accident of the subscribers. It is open for the age group
between 18 - 70 years at a nominal annual premium of ¥ 12/-. Risk coveris¥2.00 lakh for death due to accident or
full disability and X 1.00 lakh for partial disability. The Insurance premium for the scheme is auto debited from the
bank account of the respective subscriber. We are having a tie up with the New India Assurance Co. Ltd for this
scheme.

ATAL PENSION YOJANA (APY)

The Government of India launched Atal Pension Yojana for the benefit of all citizens especially for the poor and
under privileged. Under APY the subscribers aged 18 - 40 years will receive a fixed minimum pension ranging
between ¥ 1,000 - ¥ 5,000 per month depending upon their contribution. Under this Yojana, the Government will
also contribute minimum of 50% of the total contribution or ¥ 1,000/ per annum, whichever is lower, to each
subscriber.

The enroliment in PMJJBY, PMSBY and APY schemes as on 31% March 2016 is 48,550, 71,167 and 750
respectively.

EMPLOYEES STOCK OPTION SCHEME (ESOS)

The Bank implemented an Employee Stock Option Scheme called 'CUB ESOS 2008’ for grant of stock options to
eligible employees of the Bank. The Shareholders of the Bank approved the scheme on 26" April 2008 at an Extra
Ordinary General meeting of the Bank. The maximum aggregate number of options that may be granted under this
scheme is 5,00,00,000. As per the scheme, exercise price of the options shall be decided by the Compensation
Committee at the time of issuing stock options. The Bank offers ESOS to its employees which vests over a period
of five years from the date of grant of optionsii.e., 15% options each for first three years and 25% and 30% for fourth
and fifth year respectively. Further, the shares are offered at prevailing market prices and no discount is offered.
The details of employee stock option are annexed hereto as Annexurel.

HUMAN RESOURCE DEVELOPMENT

The Bank believes that, the Human Resource Development is one of the key elements for ensuring quality in
business growth and profitability of its operations. The present global economy is highly competitive calling for
effective and efficient human resource management.

The Bank aims at optimum utilization of its resources through deploying effective management tools viz.
motivation, training, enhancing leadership qualities and succession planning. The Bank offers ESOS to the
employees so as to create a sense of ownership among them as also the Bank believes that the very success of the
Bank depends substantially upon its employees.

The Bank has a full fledged training college with experienced faculty and good training infrastructure supported by
external specialists and in-house certified trainers to train the employees at various levels for maximizing the staff
potential and sharpen their skills. The Bank also deputes its employees to various training institutions like SIBSTC,
NIBM, CAB, CAFRAL etc. There exists a cordial relationship between the management and the employees.

As on 31* March 2016, your Bank has 4,517 employees, comprising of 54 Executives in top management cadre,
1,709 Officers, 2,436 Clerks and 318 Subordinate staff as compared to 4,365 employees in the previous year.
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AUTOMATION

In today's Banking scenario, 'Technology' plays a vital role in managing and fulfilling the growing customer
demands.

During the year under review, the Bank had widened the ATMs reach to 1,325 locations including 660 off-site
ATMs. The Bank has also introduced Cash Accepting ATMs (Bulk Note Acceptor — BNA) numbering 321 and has
proposed to install it in all branches, which would enable the customer to remit cash directly to the credit of their
accounts.

Further, we have also enabled the recycling facility (Bulk Note Recycler - BRM). By this add-on facility the cash
deposited by the customers into the machine will be used (recycled) for dispensing also. The burden of manual
loading of cash into the machines is considerably reduced now.

The Bank has introduced interactive CUB Mobile Banking —mBank Plus, mPassbook (Mobile Passbook), IMPS in
Internet Banking for speedy funds transfer across the Banks and Digital Signature authentication for Corporates as
second factor authentication for safe and secure Internet Banking.

We have deployed Xpress Desks (Green Channel Counter) across all our bank branches and the Bank has
installed Multi function KIOSKs in select branches and is planning to expand the same. The KIOSK acts as a Self
Service Machine, which can be used for funds transfer within own accounts, within CUB accounts and across the
Banks, open depositaccounts, etc.

The bank has also installed cheque acceptor KIOSKs and self passbook printing KIOSKs. Customer Self Service
Centre —e-Lounge has been set-up at 17 locations facilitating the customers with Bulk Note Acceptor (BNA), Cash
Dispenser ATM, Multi-function KIOSK, Cheque depositing KIOSK and Passbook printing KIOSK. This facilitates
independent smart banking.The bank has also launched CUB mobile wallet which is a mobile based software
application and caters to customer utility services through mobile phone. Anyone (customer / non-customer of
CUB) having a smartphone with Android OS can open and operate CUB mWALLET. The customer can load
money, send money, recharge (Mobile / DTH) and make bill payments.

Our Bank believes in keeping up with the latest trends in technology. In addition, the Bank promotes efficient use of
technology enabled banking facilities among its customers. Through this customer friendly approach, our bank
could successfully migrate 78% of transactions to alternative channels.

Our Computer System Department has been certified with ISO/IEC 27001:2013 for providing services for IT
infrastructure & operations support and maintaining and monitoring of IT Outsources Processes.

A customer friendly Captive Contact Centre (Call Centre) with Interactive Voice Response System (IVRS), is in
place to promote customer support in multi-languages at 24x7 basis.

AWARDS & ACCOLADES

» Your Bank was awarded Best Small sized Bank for 2014-15 by Business World — PWC Best
Banks' Survey 2015.

» Your Bank won “Productivity & Efficiency” award for Small banks conducted by Business Today —
KPMG study on Indian Best Banks' survey 2015.

» YourBankwas awarded by Financial Express —EY “Best Old Private Sector Bank” for 2015.

_@
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BOARD OF DIRECTORS & KEY MANAGERIAL PERSONNEL
Cessation

Shri. S. Balasubramanian, retired as Part-Time Non-Executive Chairman of the Bank on 3" May 2016, on account
of completion of tenure. Shri. S. Balasubramanian started his journey with City Union Bank Ltd., during the year
1971 as a Probationary Officer and rose to the highest position working in all departments and in various
capacities.

During the year 2005, Shri. S. Balasubramanian was elevated as the Chairman & CEO of the Bank and thereafter,
in 2009 he was appointed as the Managing Director and CEO. The Bank under his leadership has grown manifold
to meet the stakeholders' ever increasing expectations and his journey continued with the Bank as Part-Time
Non-Executive Chairman since May 2011.

The Board places on record its warm appreciation for the invaluable services rendered by
Shri. S. Balasubramanian during his tenure in the Bank.

Appointments

a) After vacation of office by Shri. S. Balasubramanian, pursuant to the provisions of Section 35B and Section
10B (1A) of the Banking Regulation Act 1949, Shri. S. Mahalingam, Independent Director on the Board of the
Bank has been appointed as Part-time Chairman for a period of three years w.e.f 04" May 2016. The Reserve
Bank of India has approved his appointment terms vide its letter no. DBR.Appt.N0.13995/08.42.001/2015-16
dt. 6" May 2016. The complete profile of Shri. S. Mahalingam is made available in the Notice of this Annual
General Meeting forming part of Annual Report.

b) In accordance with the provisions of Section 161 of the Companies Act, 2013, Shri. M. Narayanan has been
co-opted as an Additional Director on the Board of the Bank w.e.f., 03 May, 2016 to represent the majority
sector having special knowledge in Accountancy, Agriculture & Rural Economy. In the opinion of the Board,
Shri. M. Narayanan is a person of knowledge, expertise and competence and hence, his appointmentis being
placed before the members for approval. The complete profile of Shri. M. Narayanan is made available in the
Notice of this Annual General Meeting forming part of Annual Report.

c) Pursuant to the provisions of Section 152 of the Companies Act, 2013, Shri. R. Mohan, Director, is liable to
retire by rotation at the ensuing Annual General Meeting and being eligible has offered himself for
re-appointment.

Key Managerial Personnel

During the year under review, there has been a change in the composition of key managerial personnel of the
Bank. Shri. S. Sundar retired as the Chief Financial Officer (CFO) of the Bank w.e.f. 30" June 2015 on account of
superannuation. Thereafter, from 1% July 2015 Shri. V. Ramesh, Company Secretary of the Bank was
re-designated as Chief Financial Officer & Company Secretary. At present Dr. N. Kamakodi, MD & CEO and
Shri. V. Ramesh, CFO & CS of the Bank are the Key Managerial Personnel as per the provisions of the Companies
Act, 2013 and rules made thereunder.

Declaration by Independent Directors

The Bank has received necessary declaration from each Independent director under Section 149(7) of the
Companies Act, 2013 and SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015 (Listing

Regulations), that they meet the criteria of independence laid down therein.
~e— (12)
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Familiarization Program for Independent Directors

The details of programme for familiarization of Independent Directors with the Bank, their roles, rights and
responsibilities in the Bank and related matters are provided separately under the Corporate Governance Report
forming part of Annual Report.

Performance Evaluation of the Board

In terms of the provisions of the Companies Act, 2013 and SEBI (Listing Obligations and Disclosure Requirements)
Regulations, 2015, your Bank had laid down criteria for performance evaluation of Directors, Chairperson,
MD & CEO, Board Level Committees and Board as a whole and also the evaluation process for the same.

The performance of the members of the Board, the Board level committees of the Independent Directors and the
Board of Directors were evaluated as per statutory requirements.

Board Meetings

All Board meetings of the Bank were held in accordance with the Companies Act, 2013, the Secretarial Standards
issued by The Institute of Company Secretaries of India (ICSI) and SEBI Listing Regulations, 2015. The meetings
were held to discuss and decide on various business policies, strategies and other businesses in the best interests
ofthe Bank.

During the year under report, 15 meetings were duly held. The details of meetings are provided in the Corporate
Governance Report forming part of this Annual Report.

DIRECTORS RESPONSIBILITY STATEMENT

In accordance with Section 134 (5) of the Companies Act, 2013, the Board of Directors hereby declares and
confirms that:

i) Inthe preparation of the annual accounts, the applicable Accounting Standards had been followed along
with proper explanation relating to material departures.

ii) The Directors had selected such accounting policies and applied them consistently and made judgments
and estimates that are reasonable and prudent so as to give a true and fair view of the state of affairs of the
Bank atthe end of the financial year and of the Profit & Loss of the Bank for that period.

iii) The Directors had taken proper and sufficient care for the maintenance of adequate accounting records in
accordance with the provisions of applicable laws governing banks in India for safeguarding the assets of
the Bank and for preventing and detecting fraud and other irregularities.

iv) The Directors had prepared the annual accounts on a going concern basis.

v) The Directors had laid down adequate internal financial controls to be followed by the Bank and that such
internal financial controls are adequate and were operating effectively; and

vi) The Directors had devised proper systems to ensure compliance with the provisions of all applicable laws
and that such systems were adequate and operating effectively.

Code of Conduct to regulate, monitor and report trading by Insiders in securities of City Union Bank Ltd.

The Bank has formulated a Code of Conduct pursuant to SEBI (Prohibition of Insider Trading) Regulations, 2015,
to regulate, monitor and ensure reporting of trading by the employees and other connected persons towards
attaining compliance with SEBI Regulations and the same is designed to maintain highest ethical standards of
dealing in securities of the Bank by persons to whom it is applicable. The code of conduct and related policy are

available in the Bank's website and can be viewed at http://www.cityunionbank.com.
~e— (13)
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Remuneration/ Compensation Policy

The Bank has adopted Compensation Policy in accordance with the directives issued by the Reserve Bank of
India. The Bank has also constituted a Compensation & Remuneration Committee which also oversees the
framing, implementation and review of the Compensation Policy of the Bank. The Remuneration policy is briefed
under Corporate Governance Report forming part of Annual Report.

AUDITORS
Statutory Auditors

M/s. P. Chandrasekar, Chartered Accountants, Bengaluru, the present Statutory Central Auditors, will retire at the
conclusion of the forthcoming Annual General Meeting and being eligible have offered themselves for
re-appointment. The Bank has received the consent from the Auditors and confirmation to the effect that they are
not disqualified to be appointed as Statutory Auditors of the Bank in terms of Companies Act, 2013 & the rules
made there under. The Reserve Bank of India has accorded its approval for the re-appointment of
M/s. P. Chandrasekar, Chartered Accountants, to act as Statutory Central Auditors for the financial Year 2016-17.
Members are kindly requested to consider and approve their re-appointment as Statutory Auditors of the Bank for
FY2016-17.

Secretarial Audit

Pursuant to the provisions of Section 204 of the Companies Act, 2013, read with Companies (Appointment and
Remuneration of Managerial Personnel) Rules 2014, the Bank has appointed M/s B.K. Sundaram & Associates,
Practicing Company Secretaries, to act as Secretarial Auditor for conducting the Secretarial Audit of the Bank for
Financial Year 2015-16. The report of Secretarial Auditor 'Secretarial Audit Report' is annexed hereto as
Annexurell.

STATUTORY DISCLOSURES

Considering the nature of activities carried out by the Bank, the provision of Section 134(m) of the Companies Act,
2013 relating to conservation of energy and technology observation do not apply to the Bank. However, every effort
is being made to conserve energy and absorption of technology.

The Bank continues to encourage country's export promotion by lending to exporters and offers them forex
transaction facilities.

The disclosures pursuant to the provisions of Section 197 read with Rule 5(1) of the Companies (Appointment and
Remuneration of Managerial Personnel) Rules, 2014 are furnished as Annexure lll.

The statement containing particulars of employees as required under Section 197(12) of the Companies Act, 2013
read with Rule 5(2) of the Companies (Appointment and Remuneration of Managerial Personnel) Rules, 2014, are
furnished as Annexure IV.

Itis hereby confirmed that the Bank has proper systems in place to ensure compliance of all laws applicable to the
Banks.

RELATED PARTY TRANSACTIONS
The Board of Directors of the Bank has adopted a policy on Related Party transactions which is in line with the
CompaniesAct, 2013 and SEBI listing regulations, 2015. There were no significant "Related Party Transactions" of

any material, financial & commercial nature with the Bank by the Directors and their relatives that would have
potential conflict with the interest of the Bank at large. A detailed policy on the Related Party Transaction is

available at the Bank's website (www.cityunionbank.com).
~e— (14)
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EXTRACT OF ANNUAL RETURN

Pursuant to Section 134(1)(a) of the Companies Act, 2013 (the Act), the extract of Annual Return in form MGT - 9 as
provided under Sub-section (3) of Section 92 of the Actis appended to this Annual Report as Annexure V.

CORPORATE SOCIAL RESPONSIBILITY (CSR)

In compliance with Section 135 of the Companies Act, 2013 read with the Companies (Corporate Social
Responsibility Policy) Rules, 2014 and the related notifications / circulars / guidelines issued by MCA. As per the
above, the Bank has established Corporate Social Responsibility (CSR) Committee. Bank is required to spend 2%
of the average net profit before tax of previous three financial years or any part thereof on CSR activities. During
the year, the Bank has spent an amount of ¥ 10.45 crore towards CSR activities which includes an unspent amount
of ¥ 2.40 crore pertaining to FY ended 2015. The Bank has disclosed its CSR Policy in the website and the same
can be viewed at http://www.cityunionbank.com/PageMenuDocs/corp_social_res.pdf. The Annual Report
on the CSR activities undertaken during the year forming part of this Reportis annexed hereto as Annexure VI.

CORPORATE GOVERNANCE

Corporate Governance of the Bank is an ethically driven business process that rests on the fundamental pillar of
high ethical values aimed to enhance organization's brand and reputation and to protect the interests of all the
stakeholders by taking ethical business decisions.

Your Bank is committed to achieve the highest standards of Corporate Governance and adheres to the Corporate
Governance requirements set by the Regulators / applicable laws.

Accordingly, your Board functions as trustees of the shareholders and seeks to ensure that the long term economic
value for its shareholders is achieved while balancing the interest of all the stakeholders. All the Directors on the
Board have executed “Deed of Covenant and Undertaking” individually in line with the recommendations of
Dr. Ganguly Committee Report.

A separate section on Corporate Governance standards followed by your Bank and the relevant disclosures, as
stipulated under SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015, Companies Act,
2013 and rules made there under are disclosed separately forming part of this report.

MANAGEMENT DISCUSSION & ANALYSIS

During 2015, global economic activity remained subdued. Growth in emerging market and developing economies
declined for fifth consecutive year, while a modest recovery continued in advanced economies. Global growth
estimated at 3.1% in 2015, is projected at 3.4% in 2016 and 3.6% in 2017. The picture for emerging market and
developing economies is diverse butin many cases challenging. In the domestic front, there were decelerations of
services sector activities, Rabi procurement was lower in April-May 2016 than a year ago, weakness in private
investment was major concern although public investment especially in roads and railways etc., gained strength.
Except for natural gas and crude oil, the core sector registered strong growth in April 2016 on account of a seasonal
pick-up in industries like electricity also supported by a low base. Available information on Q4 earnings suggest
double digit growth in EBIDTA levels for non-financial corporate which shows signs that corporate performance is
improving. RBI has progressively reduced the policy rate by 150 basis points since January 2015, to its current
level of 6.50%. However, the transmission of these reductions by commercial banks to its borrowers has only been
partially done.

_@
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Your Bank, a mid-sized old generation private sector bank, has made significant progress over the last few years
through measures like increased efficiency, upgradation of technology to meet new challenges, aspirations and
prudent expansion of branches across India. These steps have helped the Bank in enhancing its market share ata
rapid pace despite competition as well as the various domestic challenges faced by financial and commercial
sectors during the period. A detailed Management Discussion and Analysis Report for the year under review as
stipulated in SEBI (Listing Obligations and Disclosure Requirements), Regulations, 2015 is presented in a
separate section forming part of this Annual Report.

WHISTLE BLOWER/VIGIL MECHANISM

The Bank has formed a vigil mechanism to deal with instances of unethical behavior, actual or suspected fraud or
violation of Bank's code of conduct or ethics policy. The details of this policy have been described in the corporate
governance section and the policy is available at the Bank's website.
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The Board of Directors of the Bank would like to take this opportunity to thank all the stakeholders and wish to place
on record its deep & sincere gratitude to the Reserve Bank of India, NABARD, NHB, IDBI, SIDBI, EXIM BANK,
ECGC, DICGC, SEBI, Stock Exchanges, Depositories, Karvy Computershare Pvt. Ltd., Life Insurance
Corporation of India, United India Insurance, New India Assurance, Tata Consultancy Services, CCIL,
CIBIL, Correspondent Banks, Exchange Houses and other regulatory authorities for their continued support,
guidance and co-operation and also, to Shri. S Balasubramanian, Non-Executive Part-time Chairman who retired
on account of superannuation during this financial year.

The Board hereby appreciates the dedication and the efforts of all the employees for their resolute support and
commitmentin pursuit of organizational growth & excellence.

FOR AND ON BEHALF OF THE BOARD

Place : Chennai S. Mahalingam
Date :21%June, 2016 Non-Executive Part-time Chairman
(DIN : 00121727)
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ANNEXURE -1

Statutory Disclosures regarding ESOS under Regulation 14 of Securities and Exchange Board of India
(Share Based Employee Benefits) Regulations, 2014 and pursuant to Rule 12(9) of Companies (Share
Capital and Debentures) Rules, 2014

ESOS 2008
Series | Series Il | SeriesIll | SeriesIV | SeriesV | Series VI

Particulars

Total number of options of granted
(Including additional grant upon rights issue) 2,27,81,250 3,608,408 31,23128 43,56,000 96,17,000 15,00,500

Pricing Formula $13.00 33200 347.00 34695 39320 188.05
per option per option per option per option per option per option

Revised price pursuant to Right Issue 2013 311.60 32960 34160 NA NA NA
per option per option per option

No of options outstanding as on 01.04.2015 17,72,700 1,85,287 12,09,123 33,711,950 96,17,000 0

No of options granted during the year 0 0 0 0 0 15,00,500

No of options forfeited / lapsed during the year 32,172 3,240 21,832 1,74,500 0 0

No of options exercised during the year 8,38,812 1,48,999 2,30,068 4,05,600 0 0

No of shares arising as a result of exercise

of option during the year 8,38,812 148,999 2,30,068 4,05,600 0 0

Variation in terms of Options Not Applicable

Money realized by exercise of Options
during the year 97,30219.20 |  44,10,370.40| 9570,828.80 | 1,90,42,920.00 0 0

Loan repaid by the trust during the year from Not Applicable
the exercise price received

Total Number of Options outstanding at the
end of the year 9,01,716 33,048 9,57,223 271,91,850 96,17,000 15,00,500

Employee wise details of Options granted

i) Senior Management Personnel NIL NIL NIL NIL NIL NIL
Dr. N. Kamakodi 5,00,000
Sri. R. Venkatasubramanian 1,00,000
Sri. S. Sekar (Retired - 31.07.2015) 25,000
Sri. S. Sundar (Retired - 30.06.2015) 25,000
i) Any other employee who received a NIL NIL NIL NIL NIL NIL

grant in any one year of the options
amounting to 5% or more of the options
granted during the year
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ESOS 2008

Series | Series Il | Serieslll | SeriesIV | SeriesV | Series VI

Particulars

iii) ldentified employees who were granted NIL NIL NIL NIL NIL NIL
options during any one year equal to or
exceeding 1% of the issued capital
(excluding outstanding warrants and
conversions) of the Bank at the
time of grant

Allotment of shares made during the year under ESOS

No of shares issued under ESOS

during the year NIL 53460 NIL NIL NIL NIL

The price at which such shares are issued NIL $29.60 NIL NIL NIL NIL

Employee wise details of the shares issued to

[) Senior Management Personnel
Shri. R Venkatasubramanian NIL 53,460 NIL NIL NIL NIL

ii) Any other employee who received a
grant in any one year of the options
amounting to 5% or more of the options

granted during the year NIL NIL NIL NIL NIL NIL

iii) Identified employees who were granted
options during any one year equal to or
exceeding 1% of the issued capital
(excluding outstanding warrants and
conversions) of the Bank at the

time of grant NIL NIL NIL NIL NIL NIL

Employee compensation cost calculated as per the intrinsic value method for the financial year 2015-16 is NIL.
If the Employee compensation cost was calculated as per fair value method as prescribed by the SEBI, the total
cost to be recognized in the financial statement for the Financial Year 2015-16 would be I 86,41,250/-.
Consequently net profit would have been reduced by X 86,41,250/- and EPS would have been reduced by ¥ 0.02
pershare.

Particulars
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Weighted Average Details

Particulars

Weighted Average Market Price (InX) 77.04
Weighted Average Exercise Price (In X)) 77.04
Weighted Average Risk Free Interest Rate (%) 7.51
Weighted Average Stock Volatility 0.03
Weighted Average Fair Value of Options (In ) 23.53

The Company has adopted Black-Scholes model to arrive value of options granted under ESOS 2008
based on the following assumptions.

1. Risk Free Rate - Yield on the appropriate period, Government Securities has been considered as the risk-free
rate.

2. Expected Volatility - Standard Deviation of the stock returns of City Union Bank over the trailing one year
period prior to the date of grant of options has been considered.

3. Expected Dividend - Based on the last dividend payout by the Bank.
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ANNEXURE - Il

FORM NO. MR -3

SECRETARIAL AUDIT REPORT FOR THE FINANCIAL YEAR ENDED 31 MARCH 2016

[Pursuant to Section 204(1) of the Companies Act, 2013 and Rule No. 9 of the Companies
(Appointment and Remuneration of Managerial Personnel) Rules, 2014]

The Members
CiTYy UNION BANK LIMITED

We have conducted the secretarial audit of the compliance of applicable statutory provisions and the adherence to good
corporate practices by CITY UNION BANK LIMITED (CIN: L65110TN1904PLC001287) (hereinafter called "the BANK") for the
audit period covering the financial year ended on 31* March 2016. Secretarial Audit was conducted in a manner that provided
us areasonable basis for evaluating the corporate conducts / statutory compliance and expressing our opinion thereon.

Based on our verification of the books, papers, minute books, forms and returns filed and other records maintained by the 'Bank'
and also the information provided by the 'Bank’, its officers, agents and authorized representatives during the conduct of
secretarial audit, we hereby report that in our opinion, the 'Bank' has, during the audit period covering the financial year ended
on 31*March 2016 complied with the statutory provisions listed hereunder and also that the 'Bank' has proper Board-processes
and compliance mechanismin place to the extent, in the manner and subject to the reporting made hereinafter:

We have examined the books, papers, minute books, forms and returns filed and other records maintained by the 'Bank' for the
financial year ended on 31*March 2016, according to the provisions of:

(i) The CompaniesAct, 2013 (the Act) and the Rules made thereunder;
(ii) The Securities Contracts (Regulation)Act, 1956 ('SCRA") and the Rules made thereunder;

(iii)
(iv)

(v)

The Depositories Act, 1996 and the Regulations and Bye-laws framed thereunder;

Foreign Exchange ManagementAct, 1999 and the Rules and Regulations made thereunder to the extent of Foreign Direct
Investment, Overseas Direct Investment and External Commercial Borrowings;

The following Regulations and Guidelines prescribed under the Securities and Exchange Board of India Act, 1992 ('SEBI
Act'):-

(a) The Securities and Exchange Board of India (Substantial Acquisition of Shares and Takeovers) Regulations, 2011;
(b) The Securities and Exchange Board of India (Prohibition of Insider Trading) Regulations, 1992 and Regulations 2015;

(c) The Securities and Exchange Board of India (Registrars to an Issue and Share Transfer Agents) Regulations, 1993
regarding the Companies Act and dealing with client;

(d) The Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements ) Regulations, 2009;

(e) The Securities and Exchange Board of India (Employee Stock Option Scheme and Employee Stock Purchase
Scheme) Guidelines, 1999 and the Securities and Exchange Board of India (Share Based Employee Benefits)
Regulations, 2014;

(f) The Securities and Exchange Board of India (Issue and Listing of Debt Securities) Regulations, 2008;
The following Acts, Rules and Regulations are specifically applicable to the Bank:

(a) TheBanking Regulations Act, 1949

(b) The Reserve Bank of IndiaAct, 1934

(c) Securitisation and Reconstruction of Financial Assets and Enforcement of Security Interest Act, 2002
(d) TheBankers'Books Evidence Act, 1891

(e) Recovery of Debts due to Banks and Financial Institution Act, 1993

(f) CreditInformation Companies (Regulation)Act, 2005

(g) Prevention of Money Laundering Act, 2002

(h) The DepositInsurance and Credit Guarantee Corporation Act, 1961

(i) Industrial Disputes (Banking and Insurance Companies)Act, 1949

(i) Information Technology Act, 2000

(k) SEBI(Bankerstoan Issue)Regulations, 1994

We have also examined compliance with the applicable clauses of the following:

@)

(ii)

Secretarial Standards with respect to the meetings of the Board of Directors (SS-1) and General Meetings (SS-2) issued by
the Institute of Company Secretaries of India.

The Listing Agreement’ entered into by the Company with BSE Limited and National Stock Exchange of India Limited and
fresh Listing Agreement entered into by the Company with BSE Limited and National Stock Exchange of India Limited as

per SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015.
e—(20)
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During the period under review the 'Bank' has complied with the provisions of the Act, Rules, Regulations, Guidelines,
Standards, etc. mentioned above.

During the period under report, provisions of the following regulations were not attracted by the 'Bank':
(i) The Securities and Exchange Board of India (Buyback of Securities) Regulations, 1998.

(i) The Securities and Exchange Board of India (Delisting of Equity Shares Regulations) 2009.

We further report that :

The Board of Directors of the 'Bank’ is duly constituted with proper balance of Executive Directors, Non-Executive Directors and
Independent Directors. The changes in the composition of the Board of Directors that took place during the period under review
were carried out in compliance with the provisions of the Act.

Adequate notice with agenda items supported by detailed notes thereon is given to all Directors to schedule the Board Meetings
and Committee meetings and a system exists for seeking and obtaining further information and clarifications on the agenda
items before the meetings and for meaningful participation at the meetings.

Resolutions at the meetings of the Board of Directors of the Bank and Committees thereof are carried through, on the basis of
unanimous decisions. If and when decisions are carried through on the basis of majority, the dissenting members' views are
captured and recorded as part of the minutes. But there were no dissenting views during the year under report.

We further report that there are adequate systems and processes in the 'Bank' commensurate with the size and operations of
the 'Bank’ to monitor and ensure compliance with applicable Laws, Rules, Regulations and Guidelines.

We further report that during the audit period the 'Bank' had no specific events / actions having a major bearing on the Bank's
affairs in pursuance of the above referred Laws, Rules, Regulations, Guidelines, Standards, etc., referred to above.

FOR B.K. SUNDARAM & ASSOCIATES
COMPANY SECRETARIES

Sdr-
Place : TIRUCHIRAPALLI B St )
Date : 16" June, 2016 ACS. No. A672 CP. No. 2209

Note: This report has to be read along with the Annexure which forms an integral part of this report.

ANNEXURE TO SECRETARIAL AUDIT REPORT FOR THE FINANCIAL YEAR ENDED 31°" MARCH 2016

CITY UNION BANK LIMITED

1. Maintenance of secretarial records with reference to the provisions of the Companies Act, 2013 & the Rules
thereunder and the maintenance of records with reference to other applicable laws is the responsibility of the
management of the Company. Our responsibility is to express an opinion based on our audit.

2. We have followed the audit practices and procedures as were appropriate to obtain reasonable assurance
about the correctness of the contents of the records. We have sought and obtained all the information and
explanations which to the best of our knowledge and belief were necessary for the purposes of our Secretarial
Audit. The verifications were done on a random test basis to ensure the correctness of the facts reflected in the
records.

3. We have obtained the Management representation about the compliance of Laws, Rules and Regulations and
other specifically applicable Acts, Rules and Regulations and occurrence of events and we have covered the
same in our report.

FOR B.K. SUNDARAM & ASSOCIATES
COMPANY SECRETARIES

Sd/-

. (B. KALYANASUNDARAM)
Place : TIRUCHIRAPALLI COMPANY SECRETARY

Date : 16" June, 2016 ACS. No. A672 CP. No. 2209
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ANNEXURE - 1l

Details pursuant to the provisions of Section 197 (12) of the Companies Act, 2013, read with Rule 5 (1) of the
Companies (Appointment and Remuneration of Managerial Personnel) Rules, 2014

SI.No. | Requirements Disclosure

1 The ratio of the remuneration of each Director to the | MD & CEO: 19.83x
median remuneration of the employees of the bank for | (The remuneration of MD & CEO is
the financial year ended 2016. regulated by RBI guidelines).

2 The percentage increase in remuneration of each, | MD&CEO: (-)37.67%

CFO, CEO, CSinthefinancial year. CFO&CS : (-)77.88%
(The remuneration of Key Managerial
Personnel has decreased from the
previous year as a result of not exercising
any ESOP options during the year).

3 The percentage increase in the median remuneration | The median remuneration of the
of employees in the financial year. employees has increased by 2.23%.

4 No. of permanent employees on rolls of the Bank. There were 4,517 employees as on

31%March 2016.

5 The explanation on the relationship between the | The calculation of yearly increase in
average increase in remuneration and Bank | employee remuneration is done based on
performance. the bipartite settlement arrived by the

management with the CUB Staff Union and
CUB Officers Association. Incentive
packages and Ex-gratia for branches are
approved separately by the Board based
on the performance parameters and overall
growth and profitability of the Bank.

6 Comparison of the remuneration of the KMP against | For the financial Year 2015-16, KMPs were
the performance of the Bank. paid approx 0.18% of the Net Profit of the

Bank.

7 Variations in the market capitalization of the Bank, price | The market capitalization of the Bank has
earnings ratio as at the closing date of the current FY | increased from ¥ 5780.74 crore as of
and previous FY and % increase over decrease in the | 31 March 2015 to ¥ 6451.49 crore as of
market quotations of the shares of the Bank in | 31%March 2016. Over the same period, the
comparison to the rate at which the Bank came out with | price earnings ratio moved from 15.01x to
the last public offer. 12.74x. The share price of the Bank

increased by 2608.57% to ¥ 94.80 per
share of face value of ¥ 1 each over the last
public offering, i.e. IPO during July 1998 at
a price of X 35 per share of face value of
10/-each.
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SI.No. | Requirements Disclosure
8 Average percentage increase already made in the | Average employee salaries have
salaries of employees other than the managerial | decreased by 8.28% in the financial year
personnel in the last financial year and its comparison | 2015-16.
with percentile increase in the managerial Average Managerial Personnel salaries
remuneration and justification thereof and point out if | have decreased by 52.56% in the financial
there are any exceptional circumstances forincreasein | year2015-16.
the managerial remuneration. Employee salaries and Managerial
Compensation has decreased as a result of
non exercise of options under ESOS during
the year under review.
9 | Comparison of the each remuneration of the Key | Particulars % of Net Profit for
Managerial Personnel against the performance of the FY 2015-16
Bank. MD & CEO 0.15
CFO 0.05
CFO & CS 0.03
CFO - Shri. S. Sundar retired from office as
CFO in June 2015, after which
Shri. V. Ramesh took charge as both CFO &
CS.
10 | Key parameters, if any, for any variable component of | None of the directors including MD & CEO
remuneration availed by the Director(s). were paid any variable component of
remuneration.
11 | The ratio of the remuneration of the highest paid | Nosuchemployee.
director to that of the employees who are not directors
but receive remuneration in excess of the highest paid
director during the year.
12 | Affirmation that the remuneration is as per the | Yes,itisconfirmed.
remuneration policy of the Bank.
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ANNEXURE - IV

Disclosure under Section 197 (12) of the Companies Act, 2013 read with Rule 5(2) of the Companies
(Appointment and Remuneration of Managerial Personnel) Rules, 2014 forming part of the report.

Name Qualification Age | *Remuneration | Experience Date of Last Employment
Shri. Received Commencement
(in%) of Employment

Dr. N. Kamakodi | B.Tech, MBA, CAIIB, Ph.D.| 42yrs.| 65,65,152.00 19 yrs. 18" June, 2003 | Director - BuPro Solutions Private Ltd.
MD & CEO

*the remuneration includes arrears in pay for previous financial year and perquisites viz. Medical reimbursement,
accommodation, LFC efc.
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ANNEXURE 'VI'
ANNUAL REPORT ON CORPORATE SOCIAL RESPONSIBILITY (CSR) ACTIVITIES

1.  TheBank's Policy on CSR in brief:

The Bank has always recognized the concept of social well being and fondly serves the society in which it
operates. The Bank understands the challenges and hazards faced by the environment in this contemporary
world and it is keen to make contributions towards the creation of an eco-friendly environment for the society.
So far, the Bank has positively impacted many a life through various initiatives consistent with the relevant
Governmentdirectives.

2. Overview of activities undertaken:

The bank has made a significant contribution towards CSR as in the past for the FY 2015-16. This year was a
special year for Kumbakonam as the “Mahamaham festival” which happens once in every twelve years fell
during February 2016. The Bank provided various amenities to the devotees who thronged Kumbakonam and
made special arrangements for more than 5,000 customers from and outside the state for their comfortable
stay and food for 5 days. The Bank contributed around I 6 crore under CSR towards temporary toilets,
preventive health care, restoration of important tanks which had become dry, supply of water bottles, cloth
bags to ensure plastic/ pollution free Mahamaham.

The Bank feels proud to be an active player in the Swachh Bharat mission. The Bank has continued its efforts
in social and economic development of the society by undertaking various welfare measures under the
mission.

During the year, quite unfortunately the monsoon floods played a severe havoc in Chennai, the capital of
Tamil Nadu State resulting in loss of life and property to thousands of people. The Bank, towards this cause
contributed a sum of ¥ 64.20 lakhs to the Tamil Nadu Chief Minister's Fund and in addition supplied bed
spreads / clothes to the affected people. The employees of the Bank also took part to support the cause. The
Bank took care to have sufficient cash at ATM's and also operated Mobile ATM's vans in and around flood hit
areas.

Besides active contribution towards the above causes, your Bank undertook various other significant
initiatives mentioned below during the year.

a) providing basic amenities to the communities under Swachh Bharat Mission,
b) financial literacy and Educational aid,

c) ruralsports,

d) preventive Health care,

e) environment sustainability and Preservation, and;

f) restoration & Renovation of Historical Temples and promotion of arts & culture.
The complete details are provided at the end of this report.

3. Web-link ofthe Bank's CSR Policy: http://www.cityunionbank.com/PageMenuDocs/corp_social_res.pdf

4. CSR Committee Composition as on the latest date:
Dr. N. Kamakodi, MD & CEO : Chairman of the committee

Shri. R.G. Chandramogan . Member
Shri. T.K. Ramkumar . Member
Prof. V. Kamakoti . Member
Shri. R Mohan . Member

Average Net profits (Before Tax) for the last 3 financial years: ¥ 445.87 crore
CSR Expenditure (2% of item no. 5 above): X 8.92 crore

Total amount spent: X 8.05 crore

© N o v

Amountunspent: 3 0.87crore (The Amount has already been sanctioned and will be released in due course)
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9. Manner of spending: (R in crore)
Budget| Amount | Cumulative | Amount
project | spent on| expenditure| Spent :

SI. No.| Sector Projects Locations| wise project | up to Direct or
reporting Thro'
period Agency

1. | Cleanliness Safe drinking water to Tamilnadu 3.67 3.28 5.43 Donation given
under community, Sanitation, to various
Swachh construction of toilets, water municipality /
Bharat tank & pipelines implementing
Mission and Agencies /
Drinking organizations
water

2. |Literacy Educational support, building | Tamilnadu 1.45 1.26 1.70 Donation given
and schools & college blocks, to various
Rural Sports technological aid to schools, implementing

providing scholarship for Agencies /
students from Rural Areas organizations
through Sastra University,

contribution to various sports

activities

3. [Healthcare Donations to public health Tamilnadu 0.17 0.17 0.71 Donation given

centre, hospitals, cancer to various

detection camp implementing
Agencies /
organizations

4. | Restoration Ancient Temple renovations, | Tamilnadu 1.80 1.62 1.88 Donation given
and Renovation| Art and cultural welfare. to various
of sites of implementing
Historical Agencies /
Importance organizations

5. | Environment | Construction cost provided for| Tamilnadu 1.19 1.08 1.23 Donation given
sustainability | community Building for to Kumbakonam
and Social common cause, Donation & Municipality /
Community charity for Mahamaham various
Development | festival implementing

Agencies /
organizations

6. |Disaster Relief | Donation for flood at Chennai | Tamilnadu 0.64 0.64 0.64 Donation given

to Govt. of
Tamilnadu and
relief materials
to affected
people.

Total 8.92 8.05 11.59 e

An amount of X 2.40 crore was spent during the FY 2015-16 out of unspent amount of ¥ 2.78 crore allocated during
FY 2014-15 on CSR activities as per the projected budget.

The CSR Committee of the Board hereby confirms that the implementation and monitoring of CSR Policy is in
compliance with the Companies Act, 2013 and the CSR Policy of the Bank.

S. Mahalingam
Non - Executive Part-time Chairman
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REPORT ON CORPORATE GOVERNANCE
(Forming part of the Directors' Report for the year ended 31st March 2016)

Pursuant to Regulation 34 read with Schedule V of the SEBI (Listing Obligations & Disclosure Requirements)

Regulations 2015, the Directors present the Bank's Report on Corporate Governance for the year ended
31" March 2016.

1. GOVERNANCE PHILOSOPHY

The Board of the Bank has adopted a Code of Corporate Governance to ensure highest standards in overall
governance through transparency, accountability & responsibility and ethical & professional management
practices, thereby protecting and enhancing stakeholder's values. The code aims:

a) to enhance the long term interest of its shareholders, provide good management, adopt prudent risk
management techniques and comply with the required standards of capital adequacy, thereby
safeguarding the interest of its other stakeholders such as depositors, creditors, customers, suppliers and
employees to maximise benefits to all in the long run.

b) to identify and recognise the Board of Directors and the Management of the Bank as the principal
instruments through which good corporate governance principles are articulated and implemented. The

main objective of good Corporate Governance is to identify and recognise accountability, transparency
and equality of treatment for all stakeholders.

The Bank continues to achieve Corporate Excellence by imbibing the following principles:-
a) Adhere to the Laws and Regulations both in letter and spirit.

b) To be transparent and to maintain a high degree of disclosure levels by disseminating vital information's to
allits stakeholders through its website www.cityunionbank.com

c) Total commitment to follow ethical practices in all facets of Banking to ensure efficiency in operations so as
to maximise value and benefit to all stakeholders.

d) Strictadherence to prudent Banking norms and values in the conduct of day to day Banking operations.

2. BOARD OF DIRECTORS

The Board of Directors of the Bank is constituted in compliance with the Banking Regulation Act, 1949, the
Companies Act, 2013 and the SEBI Listing Regulations 2015. The composition of the Board as on 31% March
2016 was 10 Directors comprising of Part-Time Non Executive Chairman, Managing Director & CEO,
6 Independent Directors (including one woman Director) and 2 Non-Independent Non-Executive Directors.

The Board's actions and decisions are aligned with the best interests of the Bank. The Board periodically
evaluates the Bank's strategic direction, risk & its mitigation measures, financial & business reports,
management policies & their effectiveness etc. Frequent interaction with the Banks senior management sets
the agenda for meetings and provides roadmap for the Banks future growth.

Name of the Director Sector r\_lo. e oth.er No. of
Sarvashri Representation Category Dwec;glr;hlps shares

S. Balasubramanian Banking Chairman Nil 10,57,424
Dr. N. Kamakodi Banking Managing Director & CEO Nil 16,15,626
R.G. Chandramogan Agriculture & Rural Economy | Independent Director 3 20,267
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Name of the Director Sector DNO- (:f Ot::.er No. of

Sarvashri Representation Category 'rech‘e)lrj PS| shares

T.K. Ramkumar Law Independent Director Nil 1,35,794

C.R. Muralidharan Banking Independent Director 3 1,287

Justice (Retd.) S.R. Singharavelu | Agriculture, Law & Non - Independent Nil 8,619
Rural Economy Non - Executive Director

Prof. V. Kamakoti Technology Independent Director Nil 1,250

S. Mahalingam Accountancy, Finance and Independent Director 11 6,250

Technology

R. Mohan Banking, Agriculture and SSI Non - Independent Nil 1,20,200
Non - Executive Director

Smt. CA. Abarna Bhaskar Accountancy and Banking Independent Director Nil 30,064

Attendance at Board Meetings, previous Annual General Meeting, number of other Directorships and
committee membership(s)/ Chairmanship(s) of each Directoris as under:

Board Meetings . . Committee
. Attendance at| Directorship in | Membership
Name of the Director Held duri Mee AGM held on | other Public Ltd.,| (Chairmanship)
Sarvashri t?\ I uring Atfe Idngd 24.08.2015 Companies in other
e Tenure ende Companies
S. Balasubramanian 15 15 Yes Nil Nil
Dr. N. Kamakodi 15 14 Yes Nil Nil
R.G. Chandramogan 15 13 Yes 1 Nil
T.K. RamKumar 15 15 Yes Nil Nil
C.R. Muralidharan 15 14 Yes 3 1(1)
Justice (Retd.) S.R.Singharavelu 15 10 Yes Nil Nil
Prof. V. Kamakoti 15 15 Yes Nil Nil
S. Mahalingam 15 15 Yes 6 3(3)
R. Mohan 15 15 Yes Nil Nil
Smt. CA. Abarna Bhaskar 15 14 Yes Nil Nil
Meetings held on: 17.04.2015, 23.05.2015, 22.06.2015, 22.07.2015, 12.08.2015, 24.08.2015,
21.09.2015, 29.10.2015, 21.11.2015, 22.12.2015, 27.01.2016, 11.02.2016, 24.02.2016, 12.03.2016 and
21.03.2016

Note: As per Regulation 26 of SEBI Listing Regulations 2015, the Directorship and Committee positions held by the
Directors in other Public Limited Companies (including unlisted entities) only have been considered and also, only Audit
and Stakeholders Relationship Committee have been considered for reckoning Committee positions. Further, none of the
Directors of the Bank were members of more than 10 committees or acted as Chairman of more than 5 committees across

all Public Limited Companies.
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The meetings were conducted in line with the provisions of Companies Act 2013, SEBI Listing Regulations 2015
and the Secretarial Standards on Board Meetings issued by the Institute of Company Secretaries of India (ICSlI).
All meetings were conducted with proper quorum and without any adjournments. The date and place of the
meeting as well as the agenda papers were forwarded to all the Directors well in advance to enable the Board
members schedule and prepare for the meeting. The Directors had access to all additional information on the
agenda to facilitate meaningful, informed and focused discussions at the meetings. Executives of the Bank were
alsoinvited to attend the Board meetings to provide necessary clarifications.

3. COMMITTEES OF THE BOARD

The Bank, in order to facilitate informed decision making in the best of its interests, has constituted certain
committees with pre-defined terms of reference and have delegated specific powers for effective functioning.
These committees monitor the activities falling within their terms of reference. The Bank has 12 committees
as of 31% March 2016, which are as follows:

. Audit Committee

The terms of reference of the Audit Committee are in consonance with the RBI guidelines, SEBI Listing
Regulations & the Companies Act, 2013 and the same is detailed herein below:

a. Oversight of the Bank's financial Reporting Process and the Disclosure of its Financial Information to
ensure that the financial statement is correct, sufficient and credible.

b. Recommending to the Board the appointment, re-appointment or if required, the replacement of the
Statutory Auditor together with the terms of appointment of the auditor, fixation of audit fees and approval
of payment for any other services rendered by the Statutory Auditors.

c. Todiscuss with Statutory Auditors, before the commencement of audit, the nature and scope of audit and
also conduct post audit discussion to ascertain any area of concern.

d. Reviewing with the management, the Annual Financial Statements and Auditor's Report thereon before
submission to the Board for approval with particular reference to matters required to be included in
Directors’ Responsibility Statement as per Companies Act, 2013, accounting policies and practices,
compliance with accounting standards, qualifications in draft audit report and other legal requirements
relating to financial statements.

e. Todiscuss with Internal Auditors, any significant Audit findings and follow up thereon.

f. Reviewing the adequacy of the Audit and compliance functions, including their policies, procedures,
techniques and other regulatory requirements.

g. Reviewing the findings of any internal investigations conducted by the internal auditors into matters
where there is suspected fraud or irregularity or a failure of internal control systems of a material nature
and reporting the matter to the Board.

h. Review of all reports as per the calendar of reviews stipulated by the RBI.

i. Review of risk managementand internal financial controls.

j- Compliance functions in the Bank and compliance in respect of Annual Financial Inspection by RBI.
k. Toreview the functioning of the Whistle Blower mechanism.

I.  Any other functions as may be stipulated by SEBI, Companies Act, RBI, Stock Exchanges and any other

regulatory authorities.
e—15)
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Composition and meeting details:

Name of the Member No. of Meetings held
. . Attendance
Sarvashri during the tenure

S. Balasubramanian 15 15

S. Mahalingam 15 15

T.K. Ramkumar 15 15

C.R. Muralidharan 15 14

Smt. CA. Abarna Bhaskar 15 14

Meetings held on: 17.04.2015, 22.05.2015, 22.06.2015, 22.07.2015, 12.08.2015, 24.08.2015,
21.09.2015, 29.10.2015, 21.11.2015, 22.12.2015, 27.01.2016, 11.02.2016, 24.02.2016, 12.03.2016 and
21.03.2016.

The Company Secretary of the Bank acted as the Secretary of the Committee in all the meetings.

Il. Stakeholders Relationship Committee

The Committee monitors the redressal of shareholders / Investor grievance mechanism and reviews the
transfer, transmission, transposition, non receipt of share certificate, refund order / dividend warrant etc.,
approved by the Executive Committee of the Bank in a time bound manner. Also, a periodical report 'Investor
Grievances & Redressal Status Report' received from the Registrar and Share Transfer Agents is placed
before the committee for their perusal.

Composition and meeting details:

Name of the Member No. of Meetings held
Sarvashri during the tenure A EIEE

T. K. Ramkumar 04 04
Prof. V. Kamakoti 04 04
S. Mahalingam 04 04
Smt. CA. Abarna Bhaskar 04 03
Justice (Retd.) S.R. Singharavelu 04 03
Meetings held on: 17.04.2015, 12.08.2015, 29.10.2015 and 27.01.2016

Name and Designation of the Compliance Officer: Shri V. Ramesh, General Manager

All complaints received from investors during the year have been attended to and redressed within the time
limits prescribed by SEBI.
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lll. Credit Committee

A sub-committee has been formulated to review the sanction of credit proposals within specified limit which are
recommended to it by Credit Appraisal Committee (CRAPCO). The proposals falling beyond the limits are
considered by the Board. The Committee functions within the terms of reference as delegated toit.

Composition and meeting details:

Name of the Member No. of Meetings held
. . Attendance
Sarvashri during the tenure

S. Balasubramanian 14 14

Dr. N. Kamakodi 14 13

R.G. Chandramogan 14 12

Justice (Retd.) S.R. Singharavelu 14 10

R. Mohan 14 14
Meetings held on: 23.05.2015, 22.06.2015, 22.07.2015, 12.08.2015, 24.08.2015, 21.09.2015,
29.10.2015, 21.11.2015, 22.12.2015, 27.01.2016, 11.02.2016, 24.02.2016, 12.03.2016 and 21.03.2016

IV. Committee to Review NPA and Suit Accounts

The Committee is specifically formed to review NPA accounts, suit filed and decreed debts on quarterly basis.

Composition and meeting details:

Name of the Member No. of Meetings held
Sarvashri during the tenure LR

S. Balasubramanian 04 04
Dr. N. Kamakodi 04 04
T.K. Ramkumar 04 04
Justice (Retd.) S.R. Singharavelu 04 02
R. Mohan 04 04
Meetings held on: 22.06.2015, 21.09.2015, 22.12.2015 and 24.02.2016

V. Risk Management Committee
The Risk Management Committee of the Board of Directors functions with the following main objectives:

a. To oversee the performance of Risk Management function in pursuance of the Risk Management
Guidelines issued periodically by RBI & Board.

b. Torecommend to the Board in defining risk appetite, tolerance and to initiate risk mitigation techniques.

c. Toreview systems of Risk Management framework, compliance to identify, measure, control and report
key risks and internal controls.

d. To prepare framework for alignment of business strategy with the Board's risk appetite / directives /

guidelines.
~—(13)
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e. Toreviewthe Asset Liability Management (ALM) of the Bank on regular basis.

f.  To decide the policy and strategy for Integrated Risk Management containing various risk exposures of
the Bank including the credit, market, liquidity, operational, reputation risk and other risks specified under
Pillar11.

g. Toreview risk return profile of the Bank, Capital Adequacy based on the risk profile of the Bank's Balance
Sheet, Basel -l implementation, assessment of Pillar Il risk under Internal Capital Adequacy Assessment
Process (ICAAP ), business continuity plan and disaster recovery plan, key risk indicators and significant
risk exposures.

h. Toreview the effectiveness of the Bank's internal control and risk management framework, in relation to its
core strategic objectives, and to issue necessary directions thereof.

i.  Toconsider any majorregulatory issues that may have bearing on the risks and risk appetite of the Bank.

Composition and meeting details:

Name of the Member No. of Meetings held
. . Attendance
Sarvashri during the tenure
S. Balasubramanian 04 04
Dr. N. Kamakodi 04 04
C.R. Muralidharan 04 04
Prof. V. Kamakaoti 04 04
R. Mohan 04 04
Meetings held on: 22.06.2015, 21.09.2015, 21.11.2015 and 24.02.2016

VI. Customer Service Committee

The Reserve Bank of India (RBI) as per the recommendations of Shri. S. S. Tarapore committee set up the
Banking Codes and Standards Board of India (BCSBI) to ensure effective customer service by the Banks. The
BCSBI ensures that the common person as a consumer of financial services from the Banking Industry is in no
way at a disadvantageous position and really gets what he / she has been promised.

In accordance with BCSBI guidelines, the Bank is having an effective Customer Service Committee for
monitoring the quality of services rendered to its customers and ensuring regulatory compliances in this regard.
To ensure effectiveness, the Bank has constituted a standing committee on customer service at the executive
level which reviews the suggestions / complaints of customers. The customer service committee of the Board
based on the feedback and recommendations made by standing committee takes necessary actions aiming at
enhanced customer centric Banking.

The following are some of the major functions being carried out by customer service committee:

a. Bringing about ongoing improvements in the quality of customer service provided by the Bank and
exploring innovative measures towards enhancing the quality of customer service and improving the level
of customer satisfaction of all categories of the Bank's clientele.

b. Provide guidance inimproving the customer service level.
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c. Compliance with the recommendations of the Committee on Procedures and Performance Audit on Public
Services (CPPAPS) constituted by RBI under the Chairmanship of Dr. S.S.Tarapore, former Deputy
Governor of RBI.

d. To ensure that the Bank provides and continues to provide, best in class service across all categories of
customers which will help the Bank in protecting and enhancing its brand equity.

e. Toexamine any otherissues having a bearing on the quality of customer service rendered.

To ensure implementation of directives received from RBI with respect to rendering services to customers
ofthe Bank.

g. Toreviewthe details and basis of awards, if any, passed by the Banking Ombudsmen on our Bank.

Composition and meeting details:

Name of the Member No. of Meetings held

. . Attendance
Sarvashri during the tenure
S. Balasubramanian 01 01
Dr. N. Kamakodi 01 01
T.K. Ramkumar 01 01
Prof. V. Kamakoti 01 01
Justice (Retd.) S.R. Singharavelu 01 01
Meeting held on: 21.09.2015

VIl. Nomination Committee

The Nomination Committee of the Board of Directors functions with the following main objectives:

a. To undertake a process of due diligence to determine the suitability of any person for appointment /
continuing to hold appointment as a Director on the Board, based upon qualification, expertise, track
record, integrity and other 'fitand proper’ criteria.

b. To examine the vacancies that will come up at the Board on account of retirement or otherwise i.e.,
succession planning.

c. To review the composition of Committees of the Board, and identify and recommend to the Board, the
Directors who can best serve as members of each Board Committee.

Composition and meeting details:

Name of the Member No. of Meetings held

Sarvashri during the tenure CETEERED
S. Balasubramanian 02 02
R.G. Chandramogan 02 02
Prof. V. Kamakoti 02 02
Justice (Retd.) S.R. Singharavelu 02 01
Smt.CA. Abarna Bhaskar (since 24.02.2016) 01 01
Meetings held on: 17.04.2015 and 24.02.2016

_
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VIIl. Special Committee to Monitor Large value Frauds

As per the directions of the Reserve Bank of India, the Board has constituted a special committee exclusively to
monitor and follow up cases of fraud amounting to Rupees One Crore and above. The terms of reference of the
committee include:

a. Review the functioning of the Operating Unit of the Special Surveillance and Investigation Cell especially
with regard to large value fraud monitoring, investigation and follow-up.

b. Identify the lacunae, if any, in the systems that facilitated perpetration of the fraud and put in place
measures to plug the same.

c. ldentify the reasons for delay in detection, if any, reporting to top management of the Bank and Reserve
Bank of India.

d. Monitoring the progress of CBI/Police investigation and recovery position.

e. Ensure that staff accountability is examined at all levels in all the cases of frauds and staff side action, if
required, is completed quickly.

f.  Review the efficacy of the remedial action taken to prevent recurrence of frauds, such as strengthening of
internal controls.

g. Putinplace additional measures as may be desired to strengthen preventive measures against frauds.

Composition and meeting details:

Name of the Member No. of Meetings held
) . Attendance
Sarvashri during the tenure

S. Balasubramanian 03 03
Dr. N. Kamakodi 03 03
C.R. Muralidharan 03 03
T.K. Ramkumar 03 03
Justice (Retd.) S.R.Singharavelu 03 03
Meetings held on: 23.05.2015, 29.10.2015 and 12.03.2016

IX. Compensation & Remuneration Committee

The committee formulates and reviews the remuneration / compensation policy of the Bank as per the
directions of RBI. The committee also administers the Employee Stock Option Scheme of the Bank.

Composition and meeting details:

Name of the Member No. of Meetings held

Sarvashri during the tenure L
S.Balasubramanian 03 03
Justice (Retd.) S.R. Singharavelu (upto 31.12.2015) 02 02
R.G. Chandramogan 03 03
S. Mahalingam 03 03
R. Mohan 03 03
Smt. CA. Abarna Bhaskar (w.e.f. 24.02.2016) 01 01
Meetings held on: 12.08.2015, 21.09.2015 and 24.02.2016

_@




CiTY UNION BANK LIMITED

cuB

X.

XI.

Premises Committee

The Premises Committee was constituted to decide on the purchase of new premises / vacant building / flats for
accommodation of branch and staff members, construction/ renovation of premises etc.

Composition and meeting details:

Name of the Member No. of Meetings held

. . Attendance
Sarvashri during the tenure
S. Balasubramanian 01 01
Dr. N. Kamakodi 01 01
T.K. Ramkumar 01 01
R.G. Chandramogan 01 01
Meeting held on: 29.10.2015

Information Technology Strategy Committee

The Board of the Bank, pursuant to the recommendation of the Gopalakrishna Committee has constituted
Information Technology Strategy Committee with the objective to perform the functions as mentioned below:

1. Approving IT strategy and policy documents;
Ensuring thatthe management has put an effective strategic planning process in place;
Ensuring thatthe IT strategy is aligned with business strategy;

Ensuring thatthe IT organizational structure serves business requirements and direction;

o > 0N

Supervising the implementation of the processes and practices that ensure IT delivers value to the
businesses;

o

Ensuring IT investments represent a balance of risks and benefits and that budgets are acceptable;

7. To determine the IT resources needed to achieve strategic goals and provide direction for sourcing and
use of IT resources;

8. Ensuring proper balance of IT investments for sustaining Bank's growth;

9. Assess the exposure towards IT risks and its controls and evaluating effectiveness of management's
monitoring of I T risks;

10. Assessing Senior Management's performance inimplementing IT strategies;

11. Any other terms of reference as may be included from time to time by the Board or in compliance with RBI
Guidelines.

_@
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Composition and meeting details:

Name of the Member

No. of Meetings held

Sarvashri during the tenure CLETEETED
S. Balasubramanian 03 03
Dr. N Kamakodi 03 03
C.R. Muralidharan 03 03
T.K. Ramkumar 03 03
Prof. V Kamakoti 03 03
S. Mahalingam 03 03
Smt. CA. Abarna Bhaskar 03 03

Meetings held on: 22.06.2015, 29.10.2015 and 24.02.2016

XIl. Corporate Social Responsibility Committee

In accordance with the provision of Section 135 of the Companies Act, 2013 r/w the Companies (Corporate
Social Responsibility Policy) Rules, 2014, the Board has constituted a Corporate Social Responsibility

Committee consisting of majority of Independent Directors.

The committee frequently meets to develop CSR strategies in line with the statutory guidelines and suitably
recommends to the Board for its consideration. A brief terms of reference of CSR Committee is as follows:

a.

To formulate and recommend to the Board, a CSR Policy, which shall indicate the activities to be

undertaken by the Bank as specified in Schedule VIl of the Companies Act, 2013

To recommend the amount of expenditure to be incurred on activities specified in clause (a)

To monitor the CSR Policy of the Bank from time to time

To institute a transparent monitoring mechanism for implementation of CSR projects or programs or

activities undertaken by the Bank and

To perform any other function or duty as stipulated by the Companies Act, Reserve Bank of India, SEBI,
Stock Exchange and other regulatory authority or under any applicable laws, as may be prescribed from

time totime.

Composition and meeting details:

Name of the Member

No. of Meetings held

Attendance

Sarvashri during the tenure
S. Balasubramanian 06 06
Dr. N. Kamakodi 06 05
R.G. Chandramogan 06 06
T.K. Ramkumar 06 06
Prof. V. Kamakoti 06 06

Meetings held on: 17.04.2015, 22.07.2015, 21.09.2015, 21.11.2015, 27.01.2016 and 21.03.2016

CUB Foundation has been formed to carry out CSR activities of the Bank.

©,
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Xlll. Meeting of Independent Directors
The Independent Directors of the Bank met on 21* March 2016, inter alia to discuss and review:
a. the performance of Non-Independent Directors and the Board.

b. the performance of the Chairman of the Bank taking into account the views of Executive and
Non-Executive Directors, and,;

c. the quality, quantity and timeliness of information flow between the Bank management and the Board that
is necessary for the Board to effectively and reasonably perform its duties.

Allthe Independent Directors were present at the meeting.

4. REMUNERATION PAID TO THE DIRECTORS DURING THE YEAR ENDED 31ST MARCH 2016

The Bank has paid remuneration to the Chairman and the Managing Director & CEO respectively in
accordance with the terms and conditions as approved by the RBI and the shareholders.

Remuneration paid to Chairman and MD & CEO

Shri. S. Balasubramanian, Part-Time Non-Executive Chairman, was paid a total remuneration of
¥12,00,000/- for the period from 1% April 2015 to 31*March 2016.

Dr. N. Kamakodi, Managing Director & CEO was paid a total remuneration of ¥ 65,65,152/- for the period from
1% April 2015 to 31*March 2016.

Remuneration to Non - Executive Directors:

No remuneration is paid to the Non - Executive Directors except sitting fees of ¥ 50,000/- and ¥ 10,000/-
respectively for attending each Board / Committee meeting and other expenses viz., travelling, boarding and
lodging etc., incurred in connection thereto.

5. GENERALBODY MEETINGS

The particulars of Annual General Meetings held during the last three years and the Special Resolutions
passed thereatare as under:

SI.No. Date Time Venue Special Resolutions considered thereat

1. 24.08.2015 | 10:25 a.m. Issue of shares under Qualified
Institutions Placement (QIP) route.

"Raya Mahal", ] .
2. 123.08.2014 | 10:35 a.m. |45 - 46, Gandhi Adigal Salai,| T0 increase Fll limit in the Bank upto

Kumbakonam - 612 001 40% of paid up capital.

3 30.08.2013 | 10:15 a.m. To increase FlI limit in the Bank upto
35% of paid up capital.

Issue of shares under Qualified
Institutions Placement (QIP) to
Qualified Institutional Buyers (QIBs).
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. Special Resolution Passed through EGM - NIL

Il. Special Resolution passed through Postal Ballot & voting pattern

Date Agenda

24.08.2015 Issue of shares under Qualified Institutions Placement (QIP) route.

Details of Voting pattern

Resolution No. of valid votes polled - 295163454
No.7 No. of votes in favour - 295136089
No. of votes against - 27365

M/s B.K.Sundaram & Associates, Practising Company Secretaries, Tiruchirapalli,

Scrutinizer was appointed as scrutinizer to conduct the e-voting / postal ballot exercise.

In terms of Regulation 44 of the SEBI Listing Regulations, remote e-voting / facility of postal ballot is being
provided to all members to exercise their votes in respect of all shareholders' resolutions intended to be moved
at the ensuing AGM of the Bank. The detailed procedure for such voting is prescribed under Notice of AGM
forming part of Annual Report.

6. PERFORMANCE EVALUATION

In line with the provisions of the Companies Act, 2013 and the revised Regulation 19 of SEBI Listing
Regulations 2015, our Bank this year under review carried a formal evaluation process for reviewing the
performance of the Board, Board Committees, Chairman, Non-Independent and Independent Directors. The
evaluation was conducted through a structured questionnaire covering various aspects of Board Governance,
Composition, Competencies, guidance etc. The Board carried out an annual evaluation of its own performance
and of its committees.

Evaluation of the Chairman and Non-Executive Non-Independent Director(s) was carried out by the
Independent Directors in their separate meeting. The Independent Directors were evaluated by the Board as a
whole excluding the Director being evaluated. The overall performance of the Board, committees and
individual Directors was agreed to be satisfactory by all the Directors.

7. DISCLOSURES
Related Party Transactions

The Board of Directors of the Bank has formulated a policy on Related Party transactions pursuant to the
provisions of the Companies Act, 2013 and listing regulations. There were no significant "Related Party
Transactions" of any material, financial & commercial nature with the Bank by the Directors and their relatives
that would have potential conflict with the interest of the Bank at large. A detailed policy on the Related Party
Transaction is available at the Bank's website

(weblink: http://www.cityunionbank.com/PageMenuDocs/CUB_Related_Party Transaction.pdf)
Strictures and Penalties

The Bank has complied with all the requirements regarding capital market related matters and has not been
imposed any penalty or stricture by Stock Exchanges, RBI and SEBI / other regulatory authorities on any such
matter during the year under report.

8. WHISTLE BLOWER/VIGIL MECHANISM

The Bank promotes ethical practices in all its business activities and has put in place a well defined whistle
blower mechanism as per the requirements of RBI, the Companies Act 2013 and the SEBI Listing Regulations,
for Directors and employees to report concerns about unethical behaviour, actual or suspected fraud or

violation of Bank's Code of Conduct or Ethics Policy.
e—(55)
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In this regard, the Bank affirms that no employee has been denied access to the Managing Director / Audit
Committee of the Board under the Whistle Blower Mechanism of the Bank. Further, during the year under
review no reference was received from any source under Whistle Blower Policy.

9. REMUNERATION POLICY
a) Remuneration to Executive Directors

There exists a Board approved Compensation Policy which deals with the remuneration and other
corporate benefits to the Whole Time / Executive Director. At present only the MD&CEO the Bankis awhole
time director on the Board and as such his remuneration is covered by such policy. The remuneration of
MD&CEOQ is recommended by the Compensation and Remuneration committee to the Board of Directors
for approval. The remuneration or revision in remuneration is subject to the approval by the Reserve Bank
of India in terms of the Banking Regulation Act 1949.

b) Remuneration to Non - Executive Directors

The Non Executive and other Independent Directors shall be entitled to sitting fees for attending the Board
and committee meetings thereof. The Part - Time Non Executive Chairman of the Bank shall be entitled to
remuneration as approved by the Reserve Bank of India in line with the provisions of the Banking
Regulation Act 1949.

10. ADHERENCE TO CODE OF CORPORATE GOVERNANCE

The Bank has in place a comprehensive code of conduct applicable to all members of the Board and Senior
Management of the Bank depending on their roles and responsibilities. The code gives guidance and support
needed for ethical conduct of business and compliance of law. The copy of the code is available in the Bank's
website (www.cityunionbank.com) and the compliance of the same is affirmed by all Directors and senior
management heads annually.

Adeclaration signed by the Bank's MD & CEOQ is published at the end of this report.

Further, the Bank has complied with all the applicable requirements as prescribed under clause 49 of the Listing
Agreement / SEBI Listing Regulations 2015. A certificate to this effect from the Bank's Statutory Auditors
M/s. P. Chandrasekar, Chartered Accountants, is annexed.

11. MEANS OF COMMUNICATION
a) Quarterlyresults

The Bank's quarterly results are disseminated to the stock exchanges within the prescribed time through
NEAPS (National Electronic Application Processing System) to National Stock Exchange of India Ltd.,
and through BSE Corporate Compliance & Listing Centre to BSE Ltd., besides publication in "Dinamalar" /
“Daily Thanthi” / “Dinamani”, local Tamil newspapers and in "Business Line", a national English
newspaper. The results are also displayed on the Bank's website (www.cityunionbank.com).

b) News releases and presentations to institutional investors/analysts

Official news releases and presentations are submitted to stock exchanges. The detailed presentations
are made to institutional investors and financial analysts on the Bank's unaudited quarterly and audited
financial results. The presentations are also uploaded on the Bank's website.

c) Website

The Bank's website contains a separate section “Investors” wherein all shareholders information's are
available. The Annual Report for previous financial years are also available thereat which is downloadable
in a user friendly manner.

_
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12. OTHERDISCLOSURES
a. TheBankhas also ensured the implementation of non-mandatory items viz:

The Chairman's Office of the Bank is held by a Part - Time Non - Executive Chairman at the Banks
Administrative Office situated at Kumbakonam.

The Bank is having separate post for Chairman and MD & CEO.

b. The Bank follows a very formal and structured process in the appointment of Directors after carrying out
necessary due diligence as required under the Banking Regulation Act, 1949 and Reserve Bank of India
directives as applicable from time to time. As part of familiarisation programme, all the new and existing
incumbents on the Board of the Bank are given presentations explaining the financial and risk parameters
from time to time. The Directors are encouraged to attend the training programmes being organised by
various institutions. During the year Prof. V Kamakoti & Shri. T.K.Ramkumar attended a seminar on IT
Governance for Directors of Banks conducted by IDRBT. A familiarisation program on the new Audit
functions for the entire Board members was conducted by a Chartered Accountant in Chennai during
December2015.

13. GREEN INITIATIVE

Your Bank has promoted and administered the green initiative proposed by the Ministry of Corporate Affairs
and is effecting the electronic delivery of Notice of Annual General Meeting and Annual Report to the
shareholders whose e-mail IDs are registered with the respective depository participants. The Companies
Act, 2013 and Rules thereunder, Listing Regulations provides for circulation of Financial Statements
electronically to the shareholders.

_@
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14. GENERAL SHAREHOLDER INFORMATION

Date, Time and
Venue of AGM

22" August 2016
10:15 a.m.
Raya Mahal, 45-46, Gandhi Adigal Salai, Kumbakonam - 612 001.

Financial Year

1% April 2015 to 31 March 2016

Book Closure

13" August 2016 to 22™ August 2016 (Both days inclusive)

Dividend Payment Date

From 24" August 2016

Share Transfer Agent

Karvy Computershare Private Ltd.,

Unit: CiTYy UNION BANK LIMITED

Karvy Selenium Tower B, Plot No.31 & 32, Financial Dist., Gachibowli,
Nanakramguda, Serilingampally, Hyderabad - 500 032,

Telangana State, India.Ph: 040-67161509, Fax: 040-23420814

Toll Free No : 1800-345-4001

E-mail: einward.ris@karvy.com

Bank's address for
Correspondence

CiTYy UNION BANK LIMITED

CIN: L65110TN1904PLC001287

Shares Department, Administrative Office,

'NARAYANA', 24B, Gandhi Nagar, Kumbakonam - 612 001, Tamil Nadu.
Ph: 0435-2402322, Fax: 0435-2431746

E-mail: shares@cityunionbank.com

Website: www.cityunionbank.com

Company Secretary &
Compliance Officer

Shri. V. Ramesh

Statutory Auditors

M/s P. Chandrasekar, Chartered Accountants, Bengaluru

Listing on Stock Exchange

The shares of the Bank have been listed at:

1. BSE Ltd., Scrip Code - 532210
2. National Stock Exchange of India Ltd., Scrip Code - CUB

The listing fees payable to the Stock Exchanges for the Financial Year
2016-17, have been paid.

Market Price Data - Low / High during each month of the Financial Year 1st April 2015 to 31st March 2016

NSE BSE
Month . -

Low High Low High
April, 2015 91.75 99.80 91.55 98.95
May, 2015 94.15 104.00 94.30 104.05
June, 2015 96.65 105.55 96.00 105.65
July, 2015 97.70 104.30 98.00 105.95
Aug, 2015 90.00 101.80 88.00 101.50
Sep, 2015 85.35 95.10 85.75 96.20
Oct, 2015 85.50 92.45 85.70 92.30
Nov, 2015 84.50 90.50 84.25 90.90
Dec, 2015 85.00 93.90 84.80 94.00
Jan, 2016 77.80 92.80 76.90 92.90
Feb, 2016 79.60 89.40 79.40 88.70
Mar, 2016 84.00 95.20 83.70 96.00

\ |
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Distribution of Shareholding
(i)  Share Distribution Schedule as on 31* March 2016

Category % % to
Sl. No. (No. of shares) No. of Holders of Holders No. of Shares | g0 e Capital
1. 1 - 5000 79633 91.72 53706946 8.98
2. 5001 - 10000 3409 3193 24751958 414
2 10001 - 20000 1799 2.07 25080580 4.19
4. 20001 - 30000 657 0.76 16147433 2.70
B- 30001 - 40000 315 0.36 11149947 1.86
6. 40001 - 50000 194 0.22 8755188 1.46
7. 50001 - 100000 434 0.50 30662553 B.18
8. 100001 & above 384 0.44 427936674 71.54
TOTAL 86825 100.00 598191279 100.00
(i) Shareholding Pattern as on 31* March 2016
No. of
Sl. % of No. of % to
No. Category ?:;ﬁgs Holders Shares Shares
1. BANKS 6 0.01 524443 0.09
2. BODIES CORPORATES 970 1.12 47758229 7.98
3. CLEARING MEMBERS 110 0.13 283824 0.05
4. DIRECTORS 12 0.01 2996781 0.50
5. Fll's 45 0.05 64601644 10.80
6. INDIAN FINANCIAL INSTITUTIONS 4 0.00 22595827 3.78
7. MUTUAL FUNDS 58 0.07 34139329 5.71
8. NON RESIDENT INDIANS 1318 1.52 4645847 0.78
9. RELATIVES OF DIRECTORS 19 0.02 15211530 2.54
10. RESIDENT INDIVIDUALS 84204 96.97 238433284 39.85
11. TRUSTS 8 0.01 2746896 0.46
12. FOREIGN PORTFOLIO INVESTMENTS 66 0.08 164223424 27.45
13. NBFC 5 0.01 30221 0.01
TOTAL 86825 100.00 598191279 100.00

15. SHARE TRANSFER SYSTEM AND RELATED MATTERS

Shares Transfers

M/s. Karvy Computershare Pvt. Ltd., Hyderabad, the Registrar and Share Transfer Agents of the Bank (RTA),
monitors the share transfer process. The shares sent for physical transfers are duly processed and the shares
are transferred in the names of transferees complying with the rules and regulations in force.
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The Bank obtains from a Company Secretary in practice, a half yearly certificate of compliance with the share
transfer formalities as required under Regulation 40(9) of the SEBI Listing Regulations and files a copy of the
certificate with the stock exchanges. In addition, a half yearly compliance certificate signed by the compliance
officer of the Bank and authorised signatory of the Bank's RTA is being submitted to the stock exchanges
certifying compliance with Regulation 7(2) of SEBI Listing Regulations.

Also, as required under Regulation 55A of the SEBI (Depositories and Participants) Regulations, 1996, a
Reconciliation of Share Capital Audit is conducted on a quarterly basis by a Practicing Company Secretary
and certificate issued in this regard are forwarded to the stock exchanges.

Further, as regards shareholders grievance matters viz. share transfers, transmission, duplicate share
certificate etc., the RTA periodically submits a memorandum to the Bank containing the grievances redressed
and pending / rejection report, which is approved by Executive level committee formed for the purpose. Such
Executive level committee reports the transfer of securities to the Board of Directors in their meeting. A
quarterly report on summary of all investor grievances and information's as received from the Bank's RTA are
placed before the Stakeholders Relationship Committee for information and noting, which includes
complaints received through SEBI Complaints Redress System “SCORES”, if any.

Composition and meeting details:

Name (Sarvashri) Designation

R. Venkatasubramanian Senior General Manager
V. Ramesh General Manager

K. Jayaraman Deputy General Manager

Meetings held on: 07.04.2015, 16.04.2015, 20.04.2015, 25.04.2015, 07.05.2015, 15.05.2015,
25.05.2015, 09.06.2015, 15.06.2015, 24.06.2015, 06.07.2015, 13.07.2015, 21.07.2015, 04.08.2015,
17.08.2015, 28.08.2015, 03.09.2015, 10.09.2015, 28.09.2015, 08.10.2015, 16.10.2015, 20.10.2015,
27.10.2015, 02.11.2015, 13.11.2015, 23.11.2015, 26.11.2015, 15.12.2015, 31.12.2015, 02.01.2016,
18.01.2016, 01.02.2016, 03.02.2016, 29.02.2016, 07.03.2016 and 15.03.2016.

Total No. of shares transferred in physical form during the year 1* April, 2015 to 31*March, 2016 is as follows :

No. of Transfers: 80
No.of Shares :2,99,960

Nomination Facility

The provisions of the Companies Act, 2013 provide for Nomination facility to the members in respect of their
shareholding. Members holding shares in physical form may obtain the share Nomination Form from the Bank /
RTA or download from the website of the Bank. The members holding shares in electronic mode should contact
their Depository Participant (DP) in this regard.

Bank Mandate

Electronic Clearing Service 'ECS' is an e-facility offered by the Bank, to its shareholder(s) whereby, the
shareholder(s) can register their personal Bank details with the Bank's RTA/ DP for availing various corporate
benefits viz., Dividend etc., and get the credit in their registered Bank account by way of NEFT / RTGS / Direct
credit.

As per the Bank's records on 31* March 2016, only 82% of the shareholder(s) have registered their ECS

mandate. The shareholder(s), by availing this facility can mitigate the risk of non / late - receipt of Dividend
Warrants, loss, misplace, Re-validation etc., and save their precious time involved in en-cashing the physical

warrants.
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Shares kept under Unclaimed Share Suspense Account

DISCLOSURE UNDER SCHEDULE V (F) OF SEBI LISTING REGULATIONS, 2015

unclaimed suspense a/c at 31* March 2016

. No. of No. of
e EGLEIEDS shareholders shares

1 Aggregate number of shareholders and the outstanding shares in the 90 2,46,492
unclaimed suspense a/c as on 1* April 2015

2 No. of shareholders who approached the issuer for transfer of shares 2 320
from the unclaimed suspense a/c during FY 2015-16.

3 No. of shareholders to whom shares were transferred from the 1 162
unclaimed suspense a/c during FY 2015-16.

4 Aggregate no. of shareholders and the outstanding shares lying in the 89 2,46,330

The voting rights on the shares outstanding in the suspense account as on 31% March 2016, shall remain frozen till the rightful

owner of such shares claims the shares.

Dematerialisation of shares

The Paid up capital of the Bank as on 31 March 2016 is Rs.59,81,91,279/- which is duly listed in the stock
exchanges NSE and BSE. Out of this 56,35,94,270 shares (94.22%) are held in Demat mode and 3,45,96,559

shares (5.78%) in physical form.

DECLARATION UNDER REGULATION 34(3) READ WITH SCHEDULE V OF
SEBI LISTING REGULATIONS 2015

of Conduct of the Bank for the year ended 31* March 2016.

Date: 3" May, 2016 Dr. N. Kamakodi

| confirm that all Directors and the Senior Management Personnel have affirmed compliance with the Code

Place: Kumbakonam Managing Director & CEO
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Auditor's Certificate on Corporate Governance

Tothe membersof CiITY UNION BANK LIMITED

We have examined the compliance of conditions of Corporate Governance by City Union Bank Limited (“the
Bank”), for the year ended on 31* March 2016, as stipulated in clause 49 of the Listing Agreement/ Schedule V (E)
of SEBI (Listing Obligation and Disclosure Requirement) Regulations, 2015.

The compliance of conditions of Corporate Governance is the responsibility of the management. Our examination
was limited to procedures and implementation thereof, adopted by the Bank for ensuring the compliance with the
conditions of Corporate Governance. Itis neither an audit nor an expression of opinion on the financial statements
of the Bank.

In our opinion and to the best of our information and according to the explanations given to us, we certify that the
Bank has complied with the conditions of Corporate Governance as stipulated in the above mentioned Listing
Agreement/Regulations .

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

For M/s. P. Chandrasekar
Chartered Accountants
(Firm No. 000580S)

Sd/-

Place: Bengaluru P. Chandrasekaran
Date : 10" June, 2016 Partner
M.No. : 26307

_
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MANAGEMENT DISCUSSION AND ANALYSIS REPORT

Macro Economic Scenario
A. Global Economy

During the year 2015-16, the Global economic activity remained subdued despite some momentum it had at the
beginning. The Chinese economy slowed down which resulted in further weakening of global trade activity. The US
Federal Reserve increased the Fed Funds rate by 25 bps in December 2015 monetary policy. The European
Central Bank had cut down the interest rate to Zero and reduced key deposit rate into negative territory. The Bank
of Japan also surprised the market by adopting negative interest rate in January 2016. The three key transitions
continued to influence the global economic outlook viz., the gradual slowdown and rebalancing of economic
activity in China away from investment and manufacturing towards consumption and services, lower prices for
energy and other commaodities and gradual tightening in monetary policy in the United States in the context of a
resilient U.S. recovery as several other major advanced economy central banks continued to ease monetary
policy. While macroeconomic stability is returning to some emerging market economies (EMEs), geo-political
tensions and high volatility in financial markets impede the resumption of momentum and the outlook remains
challenging.

Oil prices declined markedly since September 2015, reflecting expectations of sustained increases in production
by Organization of the Petroleum Exporting Countries (OPEC) members amid continued global oil production in
excess of oil consumption. Futures markets are currently suggesting only modest increases in prices in 2016 &
2017. Prices of other commodities especially metals fell as well. Lower oil prices strained the fiscal positions of fuel
exporters and weighed on their growth prospects, while supporting household demand and lowering business
energy costs in importers, especially in advanced economies, while prices declines are fully passed on to end
users.

Headline inflation has broadly moved sideways in most countries, but with renewed declines in commodity prices
and weakness in global manufacturing weighing on traded goods prices it is likely to soften again. The Core
inflation rates remained well below inflation objectives in advanced economies. Mixed inflation developments in
emerging market economies reflect the conflicting implications of weak domestic demand and lower commodity
prices vs marked currency depreciations over the past year.

B.Indian Economy

In the financial year 2015-16, the general economic slowdown continued, especially in the Banking sector and
asset quality of almost all banks remained under stress throughout the year. India recorded GDP at a growth of
7.5% during the year as against the projected level of 7.6% for the period in the midst of global headwinds and
truant monsoon. During the period 2015-16, inflation measured by the CPI (consumer price index) averaged
around 4.9% as against above 6% in FY2015 with steep fall in crude and commodity prices and better food supply
management. The level was maintained within the RBI projected level. The wholesale price index (WPI) remained
in the negative territory and averaged at 2.8% against 2.1% during FY2015.

As aresult of slowing down of the world economy, India's exports declined throughout the year. The rupee declined
toX 68 to the US dollar as the country found itself out performed in export markets by much smaller countries like
Bangladesh and Vietnam. As on 31* March 2016 the INR was trading at around ¥ 66. The foreign reserves were at
about $350 bn in March 2016 as against $341.6 bnin FY2015.

The index of industrial production decelerated in 2015-16, due to weak manufacturing in an environment of
subdued investment demand and weak rural consumption. Except for natural gas and crude oil, the core sector
registered strong growth in April 2016 on account of a seasonal pick up in industries like electricity also supported
by alow base. There were signs ofimprovement in the corporate performance.
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Key Indicators - At A Glance

Parameter Unit 2012-13 2013-14 2014-15 2015-16
GDP Growth % 56 6.6 7.2 7.6
Savings rate % of GDP 33.8 33.0 33.0 NA
Capital Formation rate % of GDP 38.6 34.7 34.2 NA
Gross Tax Revenue % of GDP 10.4 10.1 10.0 10.3
Per Capita Income N 71,050 79,412 86,879 93,231
Wholesale Inflation % 7.4 6.0 2.0 -2.8
CPI Inflation % 10.2 9.5 5.9 4.9
Export Growth % -1.8 4.7 -1.3 -17.6
Import Growth % 0.3 -8.3 -0.5 -15.5
Current Account Balance / GDP % -4.8 1.7 1.3 -1.4
Forex Reserves USD Billion 292.0 304.2 341.6 349.6
Average Exchange rate X/ USD 54.40 60.51 61.14 65.03
Fiscal Deficit % of GDP 4.9 45 4.0 3.9
Revenue Deficit % of GDP 3.7 3.2 2.9 2.8

Sources : RBI & IMF Bulletin

C.HowyourBankis positioned

The Bank credit remained subdued during the period and RBI allowed the policy rates to remain steady and later in
the year Repo rate was brought down by 75 bps to 6.75%. The growing stressed assets in public sector banks are
major cause of concern for further lending. RBI also advised banks to tackle growing NPA and make suitable
provision to clean up the books by March 2017. Despite weak global economy and moderate growth withessed in
Indian economy, during the period, the Bank had fared well and improved its business by 15% with an increase of
Deposits and Advances by 13% and 17% respectively.

Your Bank during this year had entered its 111" year and has been consistently rewarding its shareholders with
dividends. The Bank has always focused on customer centric banking aimed at overall growth. It is committed to
best practices in terms of product offerings, technology, service levels, risk management, audit and compliance.
Your Bank is committed to do so while ensuring the highest levels of ethical standards, professional integrity,
corporate governance and regulatory compliance. The Bank understands and respects its fiduciary role and
responsibility to all stakeholders and strives to meet their expectations. The cardinal principles of Independence,
accountability, responsibility, transparency, fair and timely disclosures serve as the basis of our approach to good
corporate governance.

Your Bank believes that diversity and independence of the Board, transparent disclosures, shareholder
communication and effective regulatory compliance are necessary for creating and sustaining shareholder value.
The Bank has infused these principles into all its activities. Also it has a well documented Code of Conduct which
defines the high business responsibility and ethical standards to be adhered to while conducting the business of
the Bank and mandates compliance with legal and regulatory requirements.

The financial performance of your Bank during the financial year ended 31* March 2016 remained healthy with a
total income of X 3,354.19 crore as compared to ¥ 3,102.96 crore during the previous year recording a growth of
8.10% and the total net revenues (net interest income plus other income) increased by 14.82% toX 1,391.01 crore
from X 1,211.47 crore in the previous financial year. The net interest income grew by 21.51% supported by loan
growth of 17.49% coupled with a net interest margin (NIM) of 3.81% for the year ended 31* March 2016.
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Otherincome earned for the financial year ended 31 March 2016 stood at3 409.98 crore. In other income front, the
integrated treasury operations played a major role in earning exchange profit as surplus cash were deployed in
overseas market to earn increased return. The other income also included an amount of ¥ 13.60 crore being the
incentive received from RBI on account of installation of BNA (Bulk Note acceptor) at our Branches.

Operating non interest expenses increased from ¥ 518.82 crore in the previous financial yeartoI 557.73 crore in
the year under consideration. During the year, Bank opened 50 new branches and installed 254 ATMs which
resulted in higher infrastructure and staffing expenses. Staff expenses increased toX213.17 crore. Cost to income
ratio was at40.10% for the year ended 31% March 2016 as against 42.83% for the previous year.

Total provisions and contingencies were ¥ 388.59 crore for the financial year ended 31*March 2016 as compared
to ¥ 308.52 crore during the previous year. The provision coverage ratio was 60.01%.

Your Bank's profit before tax was ¥ 602.69 crore, an increase of 15.68% over the year ended 31* March 2015. The
net profit for the year ended 31% March 2016 was X 444.69 crore, up by 12.57% over the year ended 31* March
2015. Return on equity was 15.60% while the basic earnings per share increased from ¥ 6.82 to X 7.44 per equity
share and the diluted earnings per share stood at I 7.27. The book value per share of the Bank increased from
¥45.18t0351.02 as on 31" March 2016, as compared with previous year.

The total balance sheet of the Bank stood at 3 31,251.96 crore as on 31% March 2016, an increase of 12.13% over
the previous year figure of327,871.13.

The deposits of the Bank increased to X 27,158 crore as on 31* March 2016 compared to ¥ 24,075 crore as on
31" March 2015. The total demand deposits (CASA) increased by 19.48% to ¥ 5532.56 crore. The proportion of
current and savings deposits to total deposits was at 20.37% as on 31% March 2016. During the financial year under
review, gross advances grew by 17.49% to ¥ 21,253 crore. Your Bank's credit deposit ratio was at 78% as on
31%March 2016.

The number of branches has increased by 50 in the previous year to reach 525 mark. Your Bank has proposed to
widen its network by opening more number of new branches and ATMs during this financial year.

D. Segmentwise Performance

I. Deposits of the Bank comprise of the following

. Amount Percentage
SI. No. Particulars (Z in crore) to total (%)
1. Demand Deposit 1919.23 7.07
2. Savings Deposit 3613.33 13.30
& Term Deposit 21625.57 79.63
Total 27158.13 100.00
Il. Investments of the Bank consist of the following
. Amount Percentage
Sl. No. Particulars (% in crore) to total (%)
1. Govt Securities 5904.99 93.37
2. Other approved securities Nil Nil
3. Shares, Debentures / Bonds and Mutual funds 47.23 0.74
4. Security Receipts 372.23 5.89
Total 6324.45 100.00

_
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lll. Performance of various Business Segments

The Bank operates under four business segments namely Corporate / Wholesale Banking, Retail Banking,
Treasury and Other Banking Operations.

s Gross Profit Percentage
egments (% in crore) to total (%)
Treasury 320.19 38.42
Corporate Banking 226.28 27.16
Retail Banking 281.98 33.84
Other Banking Operations 4.83 0.58
Total 833.28 100.00

E. Risk Management

Integral to Bank business, the Bank takes on various types of risk, the most important of which are credit risk,
market risk and operational risk. The identification, measurement, monitoring and management of risk remain a
key focus area for the Bank. Sound risk management and balancing risk-reward trade-offs are critical to the Bank's
success. Business and revenue growth are therefore to be weighed in context of the risks implicit in the Bank's
business strategy. Your Bank has in place, a sound Risk Management Architecture established by the active
involvement and supervision of Board of Directors. The Board of the Bank has constituted a Risk Management
Committee which lays down the parameters establishing the frame work for Risk Management. Under the Board
level Committee, the Risk Management Committee of Executives functions to ensure the policy guidelines
approved by the Board are implemented and adhered to. It guides the policies, procedures and systems for
managing and controlling various risks. The Committee reviews the risk level and direction, portfolio composition,
risk appetite for all risks and also the stress tests for each risk.

Your Bank has a Risk Management team that reports directly to the Senior Management who work under the
guidance of Board of Directors. The overall risks faced by the Bank and the risk appetites are evaluated by the
team which develops policies and procedures, verifying the models that are used for pricing products, identifying
new risks etc. Risk Management practices have been aligned with the best industry practices and are adaptable to
adynamic operating environment and market conditions.

The Bank is BASEL Il compliant since 31% March 2009. The Bank has implemented the BASEL Il Capital
Regulations from 01.04.2013, by computing the Capital and Risk weighted Assets as per RBI guidelines dated
May 2, 2012. The Bank presently adopts Standardized Approach for credit and market risks and Basic Indicator
Approach for operational risks. Necessary initiatives have been taken for moving over to advanced approaches
under BASEL Il as per the timelines indicated by RBI. An independent Risk Management Department is
functioning to measure, monitor and control all risks paving way for effective Enterprise-wide Risk Management.
The Bank has implemented “Internal Capital Adequacy Assessment Process” (ICAAP) in line with the Basel I
requirement.

The overall risk of the Bank is being managed through three Committees viz.
i) Credit Risk Management Committee (CRMC)
ii) Assetand Liabilities Management Committee (ALCO)

iii) Operational Risk Management Committee (ORMC)

_
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The Bank has put in place the following policies to manage various types of Risks apart from the overall Integrated
Risk Management Policy to measure, monitor and control all the enterprise-wide risks and with the objective of
integrating all the risks of the Bank.

1. CreditRisk Management Policy

Asset and Liability Management Policy

Operational Risk Management Policy

Stress Testing Policy

Pillar Ill Disclosure Policy

Business Continuity Plan Policy

Inspection and Audit Policy

Internal Capital Adequacy Assessment Process (ICAAP) Policy
Credit Risk Mitigation and Collateral Management Policy

© © © N o o kM 0D

—_

Integrated Risk Management Policy

—_
—_

Loan Policy (Including Recovery Policy)
12. Integrated Treasury Policy (Rupee & Forex)
13.  Policy on Unhedged Foreign currency exposures of corporate including SME's

On the advice of the said three Committees and based on the said policy norms your Bank is able to identify,
measure, monitor, analyze, control and mitigate the risks at every stage, prescribe and monitor prudential limits
and manage them to face the changing risk environment. The disclosures on Quarterly / Half Yearly / Annual Basis
as per the Pillar lll Disclosure Policy are reported/incorporated in the Bank's website / Annual Report. Stress tests
are conducted to gauge the level of risk in the assumed crisis situation and remedial / preventive steps have been
taken to mitigate risks in all areas.

F. Internal Control Systems and their Adequacy

Your bank recognizes the importance of good internal control mechanism which is the key to sustainability of any
organization. The system ensures that all internal regulations and regulatory guidelines are strictly complied and
adhered to by all the business units while achieving the targeted business and profitability parameters. The
inspection department of the bank ensures adherence to laid out systems and procedures are regularly followed
by the branches. There is a system of periodical overall inspection of the branches, special credit inspection, jewel
loan inspection and concurrent audit. The compliance of KYC & AML regulations and the system of regular KYC
inspection has been introduced in all the branches to ensure effective control in account opening process to
monitor and report unusual and high value suspicious transactions. The Audit Committee of the Board reviews the
internal inspection and concurrent audit report of the branches on a monthly basis and also reviews the
performance and status of the compliance with regard to regulatory / internal guidelines. Your bank has an
effective credit monitoring system including offsite monitoring of operations on a real time basis, stock audit of
large borrowal accounts by external audit agencies and credit audit to ensure compliance of sanctioned terms and
conditions. Proper record maintenance, customer confidentiality, strong vigilance and alert system, zero tolerance
policy of fraud, corruption and financial irregularities which receive focused attention of the top management as
perthe bank's internal control policy.
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As per Reserve Bank of India's guidelines risk based internal audit system has been introduced in all the branches
with the periodicity of inspection varying as per the risk category of the respective branches. The computer
systems department is subjected to System Audit by external agencies an ongoing basis to mitigate risk under
computerized environment. Identified branches contributing more than 70% of the business are under concurrent
audit.

Your Bank is having an exclusive Complianc