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Your moment of glory!
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Shri. R. Venkatasubramanian, CGM & COO, City Union Bank receiving from our Hon'ble
Minister of Road Transport & Highways Shri Nitin Gadkari, the "FINANCIAL EXPRESS
INDIA'S BEST BANK AWARD" for FY 2015-16 (Third Year in a row) in the category of Old
Private Sector Bank (Winner) at the function held in December, 2017.

Shri. K.P. Sridhar, SGM, City Union Bank receiving the award: "BW Businessworld Magna
Best Banking Awards" in association with PwC in the category of '‘Best small-sized Bank'
i I
T We take pleasure in dedicating T
B B the awards to our stakeholders g.-ja
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SUSTAINABLE
LIVELIHOOD

Corporate
Social

Responsibility

66
We share as we care
for a Better Tomorrow”
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The most apt definition of Corporate Social Responsibility (CSR) has been put forward by the "United Nations
Industrial Development Organization (UNIDO)" and itis as follows.

66

The Banks and Companies have also understood that their
reputation gets enhanced when consumers and the
people at large in the country feel that a Bank or business
houseis aresponsible co-citizen of the world.

CUB-AN OLD PATRON OF CSRACTIVITIES

City Union Bank has been substantially contributing to the
development of the society and for the betterment of the
under privileged sections long before the advent of the
mandatory provision of Section 135 of the Companies Act,
2013. The Bank has always given special importance to
the welfare of the society which it serves with due regard
to the well being of all its stakeholders and environment
since its inception. CSR has always been an integral part
of the Bank's business. Your Bank has been promoting for
long - Rural sports, Culture & Heritage and will continue to
do so. Your Bank has always been in the forefront in
undertaking socio-developmental activities in and
around Kumbakonam where it is headquartered, apart
from its regular contributions towards the same in other
places.

Corporate Social Responsibility is a management
concept whereby companies integrate social and
environmental concerns in their business operations
and interactions with their stakeholders. CSR is
generally understood as being the way through
which a company achieves a balance of economic,

environmental and social imperatives. ....... 29

CUB FOUNDATION

The Bank constituted a Non-Profit Trust in the name of
"CUB Foundation" which primarily identifies,
recommends and oversees the CSR activities approved by
the CSR Committee, to which it reports. The Foundation
came into being on 7" November, 2014. The Trustees
administer the Trust in accordance with the policy and
guidelines laid down by the Board of Directors on CSR.
Since inception, the CUB Foundation has been taking up
causes which are of critical importance to the community
and its pioneering workin the field of CSR has contributed
immensely to the betterment of the society.
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CSR COMMITTEE OF THE BOARD

In accordance with the provisions of the Companies Act,
2013 and the allied Notifications issued by the Ministry of
Corporate Affairs, the Bank has constituted a Corporate
Social Responsibility Committee which formulates and
recommends to the Board, a Corporate Social
Responsibility Policy of the Bank and the activities to be
undertaken by the Bank in accordance with Schedule VII
of the Companies Act, 2013. The CSR Committee also
carries out continuous and ongoing monitoring of CSR
activities of the Bank and recommends the amount of
expenditure to be incurred towards each line of activity.

CSRPOLICY

As per the provisions of Section 135 read with Schedule
VII of the Companies Act, 2013, the Bank has framed an
extensive CSR Policy w.e.f., 1" April, 2014 containing the
following permissible activities:

e Swatch Bharat Mission
o Eradication of hunger, poverty and malnutrition.

® Preventive Health.

“CUB CSR -

A Continuing Social
Journey aiming at
Sustainability ”

Our ancestors laid down as a dictum that one should not
live in a place where there are no temples (Gsmelled @svsvr
oemfley Glg @@&Hs Geusrmb). It is fortunate that CUB
operates in a town which is popularly called the "Temple
City of Tamil Nadu" surrounded by good number of
ancient temples. Further, the famous holy event
'MAHAMAHAM' is celebrated once in 12 years here, the
last being held during the year 2016. The town is located
in the district of Thanjavur which is known as "Granary of

e ProvidingSafe Drinking Water.
e Promoting Gender Equality & Women empowerment.

e Devising schemes for the benefit of Defense Forces
and war veterans, widows & their dependants.

e Promotion of Rural Sports, Nationally recognized
Sports & Paralympics Sports.

e Promotion of Special education for the weaker
sections through enhancement of Vocational Skills.

e Rural Development Projects.

@ Restoration and Protection of Monuments and sites of
National Heritage and Historical Importance.

e Contribution to the Prime Minister's National Relief
Fund or any other fund set up by the Central or State
Government for socio - economic development,
welfare of the scheduled castes and scheduled tribes,
minorities, weaker sections and women.

e Protection of the environment, Flora and fauna,
conservation of natural resources, water and soil

conservation.

Tamil Nadu". Taking all these into account CUB dedicated
itself to several measures for the improvement of
Agriculture viz. water conservation, de-silting activities
etc. Further, your Bank being a century old Bank
understands and respects the cultures, values and a
tradition inherited from previous generations and is keen
on the protection of heritage structures of archaeological
importance. Your Bank keenly supports and contributes
towards the Swatch Bharath Mission promoted by the
Govt. of India.

&) c— )
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GUBstEnvironment Carellnitiatives

WATER CONSERVATION & MANAGEMENT

There was a time Kumbakonam and all its
surroundings were replete with water
resources but over a period they have become
dry and today the ground water level is on a
declining trend and farmers have to depend on
borewells for their irrigation needs. The year
2016 was a significant year for Kumbakonam
town on account of "Mahamaham" - The Kumbh
Mela of South India. As a key community
member, the Bank as part of promotion of top
objectives of Niti Aayog of the Govt. of India,
took the initiative to conserve soil and water in
and around Kumbakonam region to have a
greater positive impact on the lives of people.

In order to conserve water resources, the Bank
has implemented important projects for
cleaning, desilting and deepening of various
lakes such as Watesamangalam, Valampiran,
Semmangulam, Kizhapattu, Edannavasal and
Paruthikottai in association with the Cauvery
Delta Farmers Association and also in the
presence of well known waterman Shri
Rajendra Singh of Rajasthan, thereby
facilitating the free flow of surplus water into
the Bamini River Bed in Mannargudi District.

cuB
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These initiatives bore rich fruits even before its full celebration of water festival in Tamilnadu i.e.,
completion and with the advent of bountiful rains it not “oel1IQumSE"” in the year 2017 in those areas after many
only helped in retaining water and filling up the lakes but years. The Bank also undertook desilting of water tanks
also assisted in draining the surplus water into the Bamini near Kumbakonam so as to get the benefit of improved
River, thereby preventing floods and enabling the water level in and around nearby areas.

cuB




Annual

CiTy UNION BANK LIMITED

REPORT 2017 - 18

The Bank recharged / cleansed various ponds and tanks
in Kumbakonam viz.,, Seikulam, Banadurai, Cauvery
Baghwat padithurai (footsteps), Pidarikulam,
Pachayappa tank, Biragithoppu tank etc., in order to
conserve the water level and soil quality. In addition, the
Bank has constructed and renovated water tanks in
various temples and residential areas around
Kumbakonam for the welfare of the society.

The positive effect of the CSR initiative was felt by the
public after the rain during Nov-Dec 2017 thereby
increasing the level of water in such canals / water bodies.
The Bank received warm appreciation from various
stakeholders.

Your Bank has also contributed towards creation of
percolation ponds, repair of check dams, bunds formation
and cleaning up of the supply channels at Kumaran Kuttai,
located in Karadimadai Mathampatti Village -
Coimbatore, in association with the Rotary Club of
Coimbatore, Metropolis Trust and "Siruthuli" an NGO

involved in public service. This has helped to restore 35
lakhs cubic feet of water which has proved to be
immensely useful to the farmers for increasing their
agricultural output and recharge of groundwater levels.
This project titled as "Kumaran Kuttai" which commenced
in June 2017, paved the way for implementation of
watershed concepts including agro-forestry. The existing
seven check dams were repaired wherever necessary and
further strengthened. The check dams are used as surplus
weirs for each percolation ponds. Existing supply
channels were cleaned and run-off water was diverted
from elephant prooftrenches (EPT) to the supply channel.

Major Impact:

e  Stagnationand Percolation of Rain Water in addition
to preventing soil erosion.

e Recharge of Ground water table.

° Waterhole for domestic and wild animals.
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“Clean City Green City”

SWATCH BHARAT MISSION

City Union Bank dedicates itself to various initiatives of
the Government of India including promotion of “Clean
India Green India” initiative under the Swatchh Bharat
Mission. The Bank has carried out various activities,

which include:
@ Construction of Bio Toilets

e C(leaningand Maintenance of water tanks

e Construction and Maintenance of Parks - Green
initiative

e ConservationofFloraand fauna

e Construction of toilets at various public schools in
Tamll Nadu
) : S—
| o & efforts of the Bank for its dedication in upgrading and
maintaining sanitary conditions in town and offering food
i .-l:., e o 7 and water to the devotees who thronged the town in lakhs
. during that occasion. With a view to ensuring a cleaner
Eﬂt E ] environment the Bank helped alotto make ita plastic-free

5 oy

- g Mahamaham.

T e g d

FI—— Your Bank has contributed towards the construction of

B

toilets at Thiruvaiyaru (35 km from Kumbakonam) in the
Thiyagabrahma Mahotsava Sabha complex where the
world famous Thiyagaraja Aaradhana Festival takes place
every year to honor the great Music Saint Thiyagaraja. Itis
a week-long festival in which thousands of musicians

participate to pay homage to the Saint.

During the year 2017-18, the Bank has contributed

During the year of Mahamaham 2016, your Bank towards construction of Individual Household Latrine

considering the importance of sanitation installed bio- Application (IHHL) under the Prime Minister's Swatch
Bharat Scheme through various Municipalities through-
out Tamil Nadu. Besides IHHL, the Bank has financially

aided for the construction of toilets and installation of

toilets in Kumbakonam and nearby villages wherever
required.

The people of Kumbakonam very much appreciated the water purification systems at Government Schools and
Private Managementschools.

CB _@
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Initiatives

(13
From Solid Waste
to Clean Environment”’

CUB has always been keen in spreading the awareness Public Health projects in and around the town. Your Bank
among public in dealing with waste management. The financially aided a "Solid Waste Recycling”" project at
Bank, taking into consideration the public health & Karikulam, Thanjavur Dist., where solid wastes had been
environmental concerns joined hands with the dumped for over 23 years covering 12 acres ofland.

Kumbakonam Municipality by financially supporting the

“From Solid Waste
to Renewable Energy”

Solid Waste Management System was almost absent collaboration with Kumbakonam Municipality.

around the town which resulted in landfills and heaps of

unattended waste. There arose an emergent need to CUB has provided Steel Community Bin to Arulmigu Shri
prevent hazardous issues confronting the public and the Mariamman Temple, Samayapuram for removal of
environment as a whole. The process of solid waste wastages and garbage from the Temple premises.

management involves the conversion of the waste into
. : . . MAJOR IMPACT:
bio-gas which helps in generation of power.

. . , ) e (leanandFresh Environment
Your Bank is also undertaking continuous efforts in

creating awareness on the disposal of household wastes e Conservation of Energy

which aims to create awareness among general public by

propagating the source segregation - Degradable and e Reductionin Environmental pollution
Non-Degradable. The Bank has facilitated the use of
separate dust bins for disposal of dry and wet wastes, in

CB _@

e Liberation ofdumped Landfills




Annual

CiTYy UNION BANK LIMITED

REPORT 2017 - 18

= g

"CUB'sSocialiCanelln

i

HEALTHCARE

The Bank supported a number of initiatives and activities

viz.,

e Construction of additional building and procurement
of operation theatre equipment to Coronation
Hospital run by Kumbakonam Municipality, under
Preventive Health Care.

e Provision of Health and Family Welfare Training
Centre, Chennai for the Training and Catering needs of
Medical Officer's and other Para Medical Staff for
Preventive Health Care.

® Ambulance Van for the use of the inhabitants of
Tirupur and Koduvai through the Rotary Club of
Tirupur.

® Ambulance Van for Smt. Parvati Devi Hospital -
Amritsar, Punjab.

® Ambulance and lift for Sacred Heart Hospital,
Kumbakonam

cuB

“Cub Cares
For Ur Well - Being”

Construction of Hospital Building and its

maintenance at Annai Aadhuraham, Kumbakonam.

Purchase of Fogging Sprayer machines to
Commissioner, Kumbakonam Municipality, to control
breeding of mosquitoes and preventing Dengue and
other fatal diseases.

Financial assistance for Water Purification Systems

Providing of Safe Drinking Water
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HERITAGE & ART

Assaid earlier, the town has arich cultural heritage and for
the upkeep of the tradition the Bank has provided
financial assistance towards renovation and maintenance
activities at various heritage sites of archeological
importance in and around the town. Your Bank has always
been in the forefront for the protection of National
Heritage, Art & Culture including restoration of ancient
structures and monuments of national importance.

COMMUNITY CAUSES

Our Bank has provided financial assistance to the
following activities for the benefit of common public.

e Installation of Additional CCTV Cameras at various
places in Kumbakonam for monitoring and
regulating heavy traffic. Also, such facility has been

provided during the Cauvery Mahapushkaram
Festival 2017 held at Mayiladuthurai.

e Donation to the Southern Railway for providing
infrastructure facilities to passengers in Velankanni
Railway Station.

e Donation to the Old age home at Thillaiambur for
providing various facilities to senior citizens and
home maintenance.

“We Preserve
the Past for the Future”

The Bank as part of the financial inclusion measures
has widened its reach in remotest of the remote
villages using the model of Business Correspondents
and has promoted financial education in the target
community and catered to the financial needs of
small businessmen. Towards the promotion of
quality education, the Bank has contributed towards
construction of smart class rooms and class rooms at
schools, purchase of computers besides special
initiatives for girl students 'l Support A Girl' viz.,
education support and self sustenance programs
through United Way India - a non-profit organization
based at Chennai.
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“Promoting
Technological
Entrepreneurship”

TECHINCUBATORS

The Bank has funded for a project on low cost Financial
Analytics (FINAL) platform for Banks and Insurance
Companies to IIT Chennai which will serve as an
alternative to proprietory products for Financial
Institutions. The project is headed by Dept. of Computer

AIRCONDITIONED BUS-STOPs

The Bank was the first private sector Bank to promote and
install Air Conditioned Bus stops in Tamilnadu visualizing
the comfort of the commuting public to overcome the
scorching heatduring summer.

Science & Engineering, IIT Chennai and is under testing

phase. It will benefit start ups that can become
implementation partners. FINAL will be available free of
cost to Financial Institutions as a basic infrastructure
platform on Linux Software.

Conclusion

Financial Inclusion.

The contribution of Banks and Financial Institutions to
sustainable development is paramount, given the important and
crucial role they play in Financing and in Developmental
activities. In this context, the Banks role to act as responsible
corporate citizens of this world needs no emphasis. City Union
Bank's activities have always reflected its concern on social and
environment aspects and the Bank will continue to do so by

playing a key role in the coming years in the field of CSR &
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Directors’ Report
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The Board of Directors of your Bank 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, 2018.

2
O
=)
==Y
e

S &
0]

Financial Highlights (R in crore)
Particulars 2017-18 2016-17 Growth (%)
Share Capital 66 60 10%
Reserves & Surplus 4,097 3,510 17%
Deposits 32,853 30,116 9%
Advances (Gross) 28,239 24,112 17%
Investments (Gross) * 8,015 7,082 13%
Total Assets / Liabilities 39,937 35,271 13%
Total Income 3,935 3,658 8%
Total Expenses Pyl 227/ 2,664 2%
Net Interest Income 1,430 1,199 19%
Operating Profit 1,208 994 22%
Provisions & Contingencies 616 491 25%
Net Profit (A) 592 503 18%

Appropriations

Balance of Profit brought forward (B) 33 7 =
Amount available for appropriations (A+B) 625 510 =
Transfers to:

- Statutory Reserve 150 130 =
- Capital Reserve 29 27 —
- General Reserve 334 275 —
- Special Reserve under IT Act, 1961 50 45 —
- Dividend & Dividend Tax ** 24 0 —
- Balance of Profit carried forward 38 33 —
Total 625 510 —

* the figures of the previous year have been regrouped / reclassified wherever necessary.
** Paid during FY 2018 pertaining to FY 2017 as per MCA notification on revised AS 4 dated 30" March, 2016.
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The deposits and advances for the current year stood at
% 32,853 crore and X 28,239 crore respectively. The total
business stood at< 61,092 crore as compared to I 54,228
crore for the previous year registering a growth of 13%.
The size of the Balance Sheet as on 31* March, 2018 was
% 39,937 crore as compared to the previous year position
of ¥35,271 crorerecording an increase of 13%.

GROSS PROFIT
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During the year the Bank earned an operating profit of
% 1,208 crore registering an increase of 22% as compared
to previous year's figure of ¥ 994 crore. The net profit
of the Bank for the current year was ¥ 592 crore as
against X 503 crore for the previous year, registering a
growth of 18%.
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Atotal income of 3,935 crore was earned by the Bank as
against ¥ 3,658 crore in the previous FY 2017 posting a
growth of 8%. The total expenditure of the Bank increased
by 2% to record ¥ 2,727 crore as compared to previous
year figure of X 2,664 crore. The Net Interest Income for
the year under review increased by 19% from ¥ 1,199
crore to ¥ 1,430 crore. The non-interest income of the
Bankincreased to¥ 532 crore from¥ 484 crore registering
10% growth.

NET INTEREST INCOME
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Your Bank has earned an income 0f¥21.91 crore by way of
selling PSLC certificate and expended X 5.87 crore
towards the purchase of PSL certificate to meet out the
short fall in agriculture category. With that your Bank has
earned a net income of I 16.04 crore. The provision for
tax for the year increased to ¥ 198 crore from X 190 crore.
The provision for NPA stood at ¥ 303 crore vis-a-vis
% 252 crore last year. The total provisions increased by
X125 croretoX 616 crore from3 491 crore.

DEPOSITS

The Bank's total deposits for the year under review
increased by¥ 2,737 crore from< 30,116 croreto¥ 32,853
crore registering a growth of 9% over previous year.
During the current year CASA increased by X 918 crore to
% 7,957 crore from X 7,039 crore recording a growth of
13%. The cost of deposit of the Bank decreased from
6.82% 10 6.29% in the currentyear.

DEPOSITS

=3
s
E.
(@)
—

Y

22017
24075
27158
30116
32853

A
/0808980008808 98908000098

.-<

E ol

<

]

<
1
S T
=<
(ee]

\VAVAYAVAVAYAVAYAYA
WVAVAVAVAVAVAVATAVA
AV AV AV AV AY AV A AY AV
AN
VWVAVVVVAVVAVVY
VWYVVWYVVVVVV
YISy
(NN
VWAMVMMAVANAATALY
Wit
WWWWWAVVVVVAAAANY
YWYV VYV VYV VY
oI ANNY
M NNN L T

)

"y
.-<

F
2014 2015 2016

[\
(=}
—
~



nual CiTYy UNION BANK LIMITED

A\n
REPORT 2017 -18

ADVANCES

The Gross Advances of the Bank increased by X 4,127
crore to X 28,239 crore from X 24,112 crore, posting a
growth of 17%. The yield on advances declined to 11.46%
from 12.10% during the financial year due to stiff
competition among Banks. The Gross and Net NPA for the
year under review stood at 3.03% and 1.70% respectively
as compared to 2.83% and 1.71% previous year.
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Asset Quality

During the year the Banking industry witnessed turmoil
on asset quality and NPAs were on the rise. However, your
Bank resorted to constant monitoring of advances to
reduce slippages and speeded up its recovery process to
reduce the NPA level. The Bank continued to concentrate
onlending to MSMEs especially of small ticketloans.

The Bank has fourteen Credit Processing Centers covering
almostall branches. A thorough credit appraisal is done at
these centers before final clearance is issued by the
Administrative office. Thus the marketing approach, rigor
in credit evaluation and the managers’ intimate
knowledge of customers - all help in keeping your Bank’s
level of NPAmoderate.

During the year, the recovery stands improved to ¥ 206
crore as against¥ 146 crore in FY 2017. Thus, through the
process of sustained recoveries the Bank was able to
maintain slippage level around 2% of advances. Priority
Sector Advances stood at 312,463.76 crore as at
31" March, 2018 as compared to previous year amount of
% 11,813.52 crore. The Bank has achieved 58.59% of
Adjusted Net Bank Credit (ANBC) against the regulatory
prescription of 40% of ANBC in Priority Sector lendings
on an average basis as prescribed by RBI. The total
agricultural advances stood at ¥ 4,797.62 crore as at

31" March, 2018 as against ¥ 3,707.09 crore as on
31" March, 2017. The Bank had achieved 22.55% of ANBC
against the RBI prescribed level of 18% on an average
basisinrespectofagriculture advances.

TREASURY OPERATIONS

Domestic Treasury

The gross investments increased by I 933 crore to
¥ 8,015 crore as on 31" March, 2018 from ¥ 7,082 crore as
on 31" March, 2017 registering a growth of 13%. Out of
the total investments, the investments in Government
Bonds alone amounted to37,638 crore.

Theyear2017-18 witnessed tremendous changesin bond
yields. As the effects of demonization began to fade away
during the last quarter of previous year, yield on
benchmark security stabilized at 6.80% levels. During the
firsthalf of financial year 2017-18, implementation of GST
and rate cut by RBI resulted in a market rally with the
benchmark yield settling at 6.50%. However, during the
second half of the financial year, bond yield turned bearish
following few significant national and international
events. Global cues were also weak on account of
geopolitical tensions in Korean peninsula and increasing
crude prices. The benchmark yield closed at 7.41% as
markets cooled down after the Government announced
lowerborrowing in first half of next financial year.

It is noteworthy to mention that during the times of
hardening of the bond yield the Bank had earned
% 94 crore by timely booking of profit in Government
securities as compared to ¥ 108 crore in last year. The
average yield on investments decreased to 6.95% in the
current financial year from 7.23% in the previous year.

Forex Treasury

Indian Rupee witnessed a volatile movement during the
financial year 2017-18. USD-INR opened at 64.80 and
closed at 65.17 after touching a high of 65.90 and low of
63.24 during the period. Indian Rupee strengthened in the
middle against USD on account of weak economic and
political indications in both USA and Europe. However,
towards the end of the financial year, Rupee lost most of its
gains as the result of bearish trend in Domestic Markets
and tensions over trade war between USA and China. By
judiciously dealing with volatility, the bank earned a
profit of ¥ 9.17 crore out of the total exchange profit of
364.95 crore.
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NET WORTH & CAPITAL ADEQUACY RATIO

Net Worth

The paid up share capital of the Bank increased from
T 60 crore as on 31" March, 2017 to ¥ 66 crore as on
31" March, 2018. During the reporting period the Bank
has allotted 6,01,06,488 bonus equity shares and also,
35,57,840 equity shares as Employee Stock Options to

Capital Adequacy Ratio:
CRAR

Minimum Prescribed CRAR
CUB CRAR

*As per the concept of Capital Conservation Buffer (CCB)
under BASEL III norms, the Bank is required to maintain
CCB of 2.50% at the end of March 2019 in a phased
manner beginning from 31" March, 2016 @ 0.625% in
eachyear up to 31" March, 2019. The framework of CCBis
intended to strengthen the ability of banks to withstand
adverse economic environment conditions and provide
the mechanism for rebuilding capital during early stages
of economic recovery. Thus by retaining a greater portion
of earnings during the period of upturn, the Banks will be
able to support ongoing business operations / lending
activities during the period of stress. The Bank is
maintaining CRAR well above the prescribed minimum by
RBI.

SHAREHOLDERS' RETURN
A. DIVIDEND

Your Directors are pleased to recommend a dividend
0f% 0.30 per equity share of Face Value 0f31/- each for
the year ended 31" March, 2018 (previous year 0.30
per equity share) subject to the approval of the
Shareholders.

B. BONUS

During May 2018, the Board of Directors of your Bank
recommended the issue of 1 bonus equity share for
every 10 equity shares of face value 0f31/- each (1:10)
already held by the shareholders on a record date
subject to shareholders' approval by Postal Ballot.
Further as resolved by the Board, the shares allotted to
the shareholders pursuant to bonus issue are also
eligible to participate in dividend to be declared by the
shareholders at the ensuing Annual General Meeting.
The Board recommends the dividend for approval by
the shareholders at the ensuing Annual General
Meeting.

employees of the Bank pursuant to CUB ESOS Scheme
2008.

The Net worth of the Bank improved to X 4,149 crore as on
31" March, 2018 from< 3,556 crore as of 31* March 2017.

BASEL 11 BASEL III

9% 10.875% (PY. 10.25%)*
16.46% (PY. 16.09%) 16.22% (PY.15.83%)

BRANCH EXPANSION

During the financial year the Bank had expanded its
branch network by adding 50 more branches and 141
ATM's across the country totalling 600 branches and
1,621 ATM's as on 31" March, 2018. The Bank has a major
presence in the state of Tamil Nadu and is enlarging its
presence in other states too by taping potential markets.
Out of the additions aforesaid during FY 2018, the Bank
has opened 2 branches in Maharashtra, 4 in Rajasthan,
6 in Karnataka, 1 in Telengana, 1 in Seemandhra and
36 branches in Tamilnadu including 10 Banking outlets
manned by Business Correspondents. The branches
opened were as per the guidelines issued by the RBI on
opening of Branches in unbanked and under-banked
regions.

NO. OF BRANCHES

BRANCHES
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SOCIAL BANKING
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FINANCIAL INCLUSION

The Government of India and the Reserve Bank of
India continued its efforts in promoting financial
inclusion as one of the important national objectives
of the country and to spread the reach of banking
services to the un-banked rural population of India.
The Bank as in the past continued to support the
above by serving the un-served with various financial
inclusion programs announced by the Govt. of India.

The Bank, following RBI directions, has covered all
the allotted 45 villages having population of over
2,000 and 101 villages having population of over
1,000 and below 2,000 including unbanked and
remote villages by introducing ICT (Information,
Communication & Technology) based services using
hand held devices, Multifunction Kiosk, ATMs and
Bulk Note Acceptor. The services are offered by
engaging of Business Correspondents (BC) /
Customer Service Providers (CSP). This ensures
offering Banking service at the door steps of
customers in a cost effective manner. Further during
FY 2018 the Bank has opened 10 branches under
'Banking Outlet’ model managed by BCs and their
activities are monitored by the branches to which
they are attached. It is ensured that they cater to
business areas within 8-10 km from the base branch.
The usage through ICT model has paved way for cost
reduction in opening of bank accounts instead of
establishing a branch. While the concept of financial
inclusion is usually regarded as a regulatory
prescription, your Bank has viewed it as a viable
business opportunity for Banks, as it enhances the
ability of the Bank to rapidly expand its presence
without too much increase in cost factor. The Bank
has performed well across all financial inclusion
parameters.

Further, during the year under review, Basic Savings
Bank Deposits (BSBD) accounts numbering 1,10,533
were opened and 96,362 Biometric Smart Cards were
issued to the beneficiaries. Savings Bank Linked
Overdraft Facility, Micro Insurance Products,
Electronic Benefit Fund Transfer (EBT) payments
have been extended to such accountholders.

PRADHAN MANTRIJAN-DHAN YOJANA (PM]DY)

'Pradhan Mantri Jan-Dhan Yojana' (PM]DY) 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.

ii.

iii.

iv.

Under this programme, the Bank has been allotted
264 wards apart from 146 villages already allotted
under the Rural Financial Inclusion scheme. The
Bank had conducted survey of all 1,80,211
householdsin all these 264 wards.

The Bank has opened 84,370 PM]DY accounts till
31" March, 2018 through all its branches from the
date of launch and Rupay cards were issued for the
account holders under the scheme. As the overdraft
facility is one of the features under PM]JDY scheme,
Bank is considering the same based on conditions
fixed by IBA to the PMJDY account holders from
%1,000t0%5,000.

PRADHAN MANTRI JEEVAN JYOTHI BIMA YOJANA
(PM]JJBY)

This scheme was launched by Hon'ble Prime Minister,
on 9" May, 2015. The scheme provides life insurance
cover to people in the age group of 18 - 50 years. Risk
coverisavailable up to 55 years, subject to payment of
premium of X 330/- p.a. Risk coverage is X 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. The Bank
has a tie up with LIC for this scheme and the number
of persons enrolled under the scheme as on
31" March, 2018 was 48,44 2.

PRADHAN MANTRI SURAKSHA BIMA YOJANA
(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 ofI 12/-. Risk coveris< 2.00 lakh for death
due to accident or full disability and ¥ 1.00 lakh for
partial disability. The Insurance Premium for the
scheme is auto debited from the bank account of the
respective subscriber. The Bankis having a tie up with
the New India Assurance Co. Ltd for this scheme. The
enrollment under the scheme as on 31" March, 2018
numbered 74,196.

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, it is open for
the age group between 18 - 40 years. After
completion of 60 years of age, the subscribers will be
given guaranteed minimum pension ranging
between31,000-3 5,000 per month depending upon
their contribution. The subscriber through our Bank
numbered 6,609 ason 31* March, 2018.
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B. FINANCIALLITERACY

During the year under review the Bank continued to
conduct financial education programmes to impart
financial literacy to the rural population. The Bank's
personnel have personally visited the villages and schools
inrural areas for imparting financial education.

During the reporting cycle, the Bank has conducted such
literacy programmes in fourteen (14) villages around
Tamil Nadu and twelve (12) meetings in schools.
Adequate measures have been taken under this process to
impart financial education for the underprivileged
sections including educational institutions. Further the
Bank has tied up with two agencies viz.,, Commonwealth
Inclusive Growth Foundation and Velicham Finance Pvt.
Ltd which have engaged the services of 146 Business
Correspondents to serve the remote and unbanked
regions in Tamil Nadu. The villagers were educated about
the Indian Banking system, the use of technology, digital
products, security aspects etc.

EMPLOYEES STOCK OPTION SCHEME (ESOS)

The Bank implemented an Employee Stock Option
Scheme '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
& Remuneration Committee at the time of grant of stock
options. The Bank offers ESOS to its employees which
vests over a period of five years from the date of grant of
options i.e., 15% options each for first three years and
25% and 30% for fourth and fifth year respectively. The
shares are offered at prevailing market prices at the time
of grant to the employees, however the same shall vary
pursuant to corporate action viz., Rights Issue, Bonus
Issue etc. There were no material changes in the ESOS of
the Bank during the period under review and the same is
in compliance with the provisions of SEBI (Share Based
Employee Benefits) Regulations, 2014. The disclosures
pursuant to Regulation 14 of the SEBI (Share Based
Employee Benefits) Regulations, 2014 have been
set out in the website of the Bank (weblink:
https://www.cityunionbank.com/investor) and also
the sameis annexed hereto as Annexurel.

In addition, the shareholders of the Bank at its meeting
held on 23" August, 2017 approved new CUB ESOS
Scheme 2017 for 3,00,00,000 options on terms and
conditions similar to previous one. No options have been
granted to any employees of the Bank during the previous
year under this scheme.

HUMAN RESOURCE DEVELOPMENT

The Bank continued its effort to improve the quality of the
employees which is the key success for achieving the
preset goals / standards of the organization and is
committed to equip them with expertise enabling them to
seamlessly move with ongoing technological
advancements. The Bank aims to provide long term,
sustained and meaningful careers to employees across
the organization through talent management. The Bank
continued to depute its employees to various training
institutions like SIBSTC, NIBM, CAB, CAFRAL, IDRBT etc.,
to enhance knowledge and operational efficiency. The
Bank has implemented various employee benefit
measures as agreed with the Staff Union during the year
2016 viz., Performance Linked Pay (PLP), Efficiency Bar
mechanism to identify resource persons, Group Medi-
claim benefits, enhanced ex-gratia based on performance
parameters etc., which has motivated the employees to
focus on standard of service and customer satisfaction.

There exists a cordial relationship between the
management and the employees. It is pertinent to note
here that there has not even been a single occasion of
employee unrest in the Banking history of CUB.
Continuous efforts are being made to enhance the quality
of existing personnel and to attract new talents.

As on 31" March, 2018, the Bank has 5,319 employees,
comprising of 54 Executives in top management cadre,
2,010 Officers (including Special Assistants), 2,950 Clerks
and 305 Subordinate Staff as compared to 4,689
employeesinthe previousyear.

AUTOMATION

'Technology' plays a vital role in managing and fulfilling
the current demand and enhanced quality service to the
customers. Changes are happening in the Banking
technology and in digital payments systems. The Bank is
deploying all possible technology enabled & digital
payment systems to cater the needs of the customers.

The Bank has deployed CBS BaNCS for transaction
processing system developed by M/s Tata Consultancy
Services, whichisbeing used by few major & peer Banks.

During the year under review, the Bank has widened the
ATMsto 1,621 locations which includes 700 off-site ATMs.
The Bank has deployed 987 Cash Dispenser ATMs and 634
Cash Deposit (Bulk Note Acceptors) which are having
recycling of deposited cash (BRM) facility.

The Bank has opened 44 self service Bank branches
(e-Lounge) having Bulk Note Acceptor, Cash dispenser,
Multi functional KIOSK, Cheque deposit KIOSK and Self
Passbook KIOSK.
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The Bank is offering personal and corporate internet
banking and mobile Banking services to the customers. All
financial transactions are carried out with second factor
authentication. DSC (Digital Signature Certificate) is also
available as second factor authorization and is made
mandatory for online transactions of ¥ 10.00 lakhs and
above for Corporate Customers. Apart from deposits,
funds transfer, the Bank's internet & mobile banking is
having 'utility bill payment' services, online Term Deposit
opening and online 'loan against deposit'. The Bank has
also introduced Aadhar seeding, validating the same from
UIDAI through OTP on their registered mobile. The Bank
also enabled the Digital Payment 'Aadhar Enabled
Payment System' to their customers. The Bank has
introduced e-Kyc account opening and Selfie account
opening schemes also which eliminates time taken for
accountopening.

The customers of the Bank also enjoy CUB e-Wallet,
Unified Payment Interface (UPI) and "99#' a NUUP
(National Unified USSD Platform) an innovative payment
service launched by NPCI working on Unstructured
Supplementary Service Data (USSD). The Bank also is part
of Bharat Bill Payment System (BBPS) as Bharat Bill
Payment System Operating Unit (BBPOU) and launched
Bharat QR. Scan and Pay - Bharat QR option is also made
available in BHIM UPI.

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

The Bank introduced 'chat-bot' service, powered by
‘Artificial Intelligence' that intract with the customers via
chat interface either auditory (Ask Lakshmi) or textual
(Chat-Box in website and social media), which will work
round the clock without any human intervention and
answers customer queries. This has been deployed in five
centersso far.

The Bank has rolled out FASTag facility for making
payments by vehicles in Toll Plazas electronically through
rechargeable prepaid instruments.

As a green initiative, Green PIN for ATM card is
implemented, by which the customers can themselves set
the PIN in the ATM with OTP verification to the registered
mobile number. The Bank has introduced Spend Analyser
in our Net Banking through which the customers can view
their spending pattern of the amounts remitted through
Net / Mobile Banking. Customers are provided with the
option of enabling / disabling their cards through Net /
Mobile Banking and to set their own limits for ATM / POS /
e-Com transactions.

Now, CUB customers can get their credit card (virtual)
instantaneously and start doing transactions. Customer
can login to Net banking account and apply for credit card
in a few clicks. Customer has to choose a Fixed Deposit
account, link it to credit card and fix own credit limit on
the card. Customer gets credit card (virtual)
instantaneously. The FD continues to earn you the
interest.

AWARDS & ACCOLADES

The Bank has been awarded the Best Small sized bank for
FY 2015-16 by Business World - PWC Best Banks' Survey
2016 (Second Yearinarow).

The Bank won Financial Express Best Bank award in the
category “Top Old Private Sector Bank” for FY 2015-16
(Third Yearinarow).

SUBSIDIARIES AND ASSOCIATES

Your Bank does not have any Subsidiaries or Associates to
reportduring the year underreport.

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. During the year
thirteen meetings were held, the details of which are given
under report on Corporate Governance forming part of
thisreport.

BOARD OF DIRECTORS & KEY MANAGERIAL
PERSONNEL

Appointments

Shri. V.N. Shiva Shankar was co-opted as an Additional
Director into the Board of the Bank on 7" February, 2018
to hold the office till the conclusion of the ensuing Annual
General Meeting. He is a qualified lawyer, Company
Secretary and Cost / Management Account with over
25 years of rich experience in the Indian corporate sector.
Pursuant to the provisions of the Companies Act, 2013
and the Banking Regulation Act, 1949, Shri. Shiva
Shankar has specialized knowledge in the areas of
Corporate Laws, Mergers, Capital Markets and allied
subjects. In the opinion of the Board Shri. Shiva Shankar is
a dynamic and competent professional who can
effectively participate and represent in the Board of the
Bank. The Board recommends his appointment as an
Independent Director on the Board of the Bank for
approval by shareholders in the Notice calling this Annual
General Meeting. The relevant details of Shri. Shiva
Shankar pursuant to SEBI Listing Regulations, 2015 are
disclosed separately in such Notice.
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Dr. T.S. Sridhar, M.A,, Ph.D, is a retired 1.A.S officer was
co-opted as an Additional Director into the Board of the
Bank on 7" February, 2018 to hold the office till the
conclusion of the ensuing Annual General Meeting. He has
held top positionsin the Governmentincluding Additional
Chief Secretary, Commissioner of Revenue
Administration etc. He has successfully led various Govt.
programs / schemes. Dr. T.S. Sridhar has specialized
knowledge in Rural Economy, Agriculture, Co-operation,
MSME, Banking, Small Savings and Industry & Finance
sector. Pursuant to the provisions of the Companies Act,
2013 and the Banking Regulation Act, 1949, Dr. Sridhar in
the opinion of the Board, is a person with diverse
knowledge and experience who can effectively participate
and represent in the Board of the Bank. The Board
recommends his appointment as Independent Director
on the Board of the Bank for approval by shareholders in
the Notice calling this Annual General Meeting. The
relevant details of Dr. Sridhar pursuant to SEBI Listing
Regulations 2015 are disclosed separately in such Notice.

Cessation

Shri. C.R. Muralidharan and Justice (Retd.) S.R.
Singharavelu retired from the Board of the Bank on
24" February, 2018 on account of completion of 8 years
term as per the provisions of Banking Regulation Act,
1949.

The Board hereby places on record its warm appreciation
over the excellent services rendered by Shri. C.R.
Muralidharan and Justice (Retd.) S.R. Singharavelu during
their tenure.

Besides the above appointments and cessations, the
appointment of Shri N. Subramaniam and cessation of
Shri T.K. Ramkumar occurred during FY 2017 - 18 and the
same were duly reported to the shareholders in the
previous AGM held on 23" August, 2017.

Directors to retire by Rotation - The application of
provisions of Section 152(6) arises only when the Board
of Directors of the public company comprises of such
number of directors who are not prohibited or restricted
by the Act to retire by rotation. All directors on the Board,
except the Managing Director and CEO of the Bank are
Independent Directors. Hence the provisions of Section
152(6) of Companies Act, 2013 relating to retirement of
directors by rotation do not apply considering the present
composition of the Board of Directors. Independent
Directors are not required to retire in terms of Section
149(13) of the said Act. Accordingly no director is
required to retire by rotation at this annual general
meeting.

Declaration by Independent Directors

The Bank has received relevant declarations from all the
Independent Directors under Section 149(7) of the
Companies Act, 2013, notifications issued by the Ministry
of Corporate Affairs and SEBI (Listing Obligations and
Disclosure Requirements) Regulations, 2015 (Listing
Regulations'), and the Board is satisfied that the
Independent Directors meet the criteria of independence
as stipulated under statutory laws.

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 this Annual Report.

Performance Evaluation

In line with the provisions of the Companies Act, 2013,
SEBI Listing Regulations, 2015 and relevant notifications
/ guidelines issued by SEBI in this regard, there exists a
structured criterion as approved by the Nomination
committee of the Board for carrying out the performance
evaluation of the Board as a whole, its committees as well
asIndependent Directors.

The necessary evaluations / review were carried out by
the Board and Independent Directors to determine the
effectiveness of the Board, its Committees, Chairman and
individual Directors. Additional information on
performance evaluation is set out in Corporate
Governance section forming part of thisreport.

Key Managerial Personnel

The following officials of the Bank continue to be the “Key
Managerial Personnel” pursuant to the provisions of
Section 2(51) read with Section 203 of the Companies Act,
2013:

SL.No. Designation

Name

1. Dr. N. Kamakodi
2. Shri. V. Ramesh

MD & CEO
General Manager - CFO & CS

AUDITORS
Statutory Auditor

M/s. Sundaram & Srinivasan, Chartered Accountants,
Chennai was appointed as the Statutory Central Auditors
ofthe Bank in the previous AGM held on 23™ August, 2017.
The term of the present Auditor will conclude at the
ensuing Annual General Meeting of the Bank and being
eligible has offered themselves for re-appointment.
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Consent has been received from the present Auditors for
their re-appointment and also a 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 appointment of
M/s. Sundaram & Srinivasan, Chartered Accountants,
Chennai to act as Statutory Central Auditors for the
Financial Year 2018-19. Members are requested to
consider and approve their appointment as Statutory
Central Auditors of the Bank for FY 2018-19.

Secretarial Auditor

Pursuant to 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, Tiruchirapalli as Secretarial
Auditor to conduct the Secretarial Audit of the Bank for
Financial Year 2017-18. The report of Secretarial Auditor
'Secretarial Audit Report' is annexed to this report as
Annexurell.

DIRECTORS RESPONSIBILITY STATEMENT

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

[) In the 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 at the 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 otherirregularities.

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 has devised proper systems to ensure
compliance with the provisions of all applicable laws
and that such systems were adequate and operating
effectively.

INSIDER TRADING NORMS

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 to comply with
the provisions of SEBI Listing Regulations. Such policy is
adopted to maintain highest ethical standards in dealing
with 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 (weblink:
https://www.cityunionbank.com/downloads/Inside
r_trade_code_2015.pdf).

MATERIAL CHANGES AND COMMITMENTS
AFFECTING THE FINANCIAL POSITION OF THE BANK

There are no material changes and commitments
affecting the financial position of the Bank which has
occurred between the end of the financial year of the Bank
i.e, 31" March, 2018 and the date of Directors Reporti.e.,
22"June, 2018.

SIGNIFICANT AND MATERIAL ORDERS PASSED BY
THE REGULATORS

During the year under review, no significant and material
orders were passed by the Regulators or courts or
tribunals impacting the going concern status and Bank's
operationin future.

POLICIES
Remuneration / Compensation Policy

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

Risk Management Policy

The Bank has in place an Integrated Risk Management
framework supported by detailed policies and processes
for management of Credit Risk, Market Risk, Liquidity
Risk, Operational Riskand various other Risks. The details
on the Risk Management framework of the Bank is set out
in the Management Discussion and Analysis section
appended to this Report.
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DIVIDEND DISTRIBUTION POLICY

Pursuant to an amendment notification issued by the
Securities Exchange Board of India during the year 2016,
the Bank has framed a policy on Dividend Distribution
taking into account the guidelines prescribed by
the Reserve Bank of India on 'Declaration of Dividend
by Scheduled Commercial Banks'. The same is
available at the website of the Bank (weblink:
https://www.cityunionbank.com/downloads/Divide
ndDistributionPolicy.pdf ).

UNCLAIMED DIVIDEND AND SHARES

Your Bank, in compliance with the provisions of Section
125 of the Companies Act, 2013 together with the
applicable rules and circulars issued thereunder by the
Ministry of Corporate Affairs, has transferred 15,83,197
equity shares to the IEPF Authority, in respect of which no
claim of dividend has been made continuously for a period
of sevenyears.

Further, in terms of the said provisions, consequent to
expiry of seven years period:

a. Unclaimed amounts pertaining to Dividend declared
during FY 2009-10 has been transferred to IEPF
during the financial year under review, and

b. Unclaimed amount pertaining to Dividend declared
during FY 2010-11 together with shares will be
transferred during financial year 2018-19 within the
stipulated time.

BUSINESS RESPONSIBILITY REPORT

As per SEBI Listing Regulations, 2015 a Business
Responsibility Report describing the Bank's social,
environmental and governance aspects are attached as
partofthis Annual report.

DEPOSITS

Being a Banking company, the disclosures as required
pursuant to Rule 8(5)(v) & (vi) of the Companies
(Accounts) Rules, 2014 read with Section 73 & 74 of the
Companies Act, 2013 are notapplicable to your Bank.

INTERNAL FINANCIAL CONTROLS

The Bank has put in place adequate internal financial
controls commensurate with the size and scale of
operations. The Bank has, in all material aspects,
adequate internal control systems over financial
reporting and these controls have taken into
consideration, the essential components of internal
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control stated in the guidance note on Audit of Internal
Financial Controls over Financial Reporting issued by the
Institute of Chartered Accountants of India. Such internal
financial controls over financial reporting were operating
effectively as at the end of the financial year. More details
have been set outin Management Discussion and Analysis
Report which forms part of thisreport.

RELATED PARTY TRANSACTIONS

The Board of Directors of the Bank has adopted a policy on
Related Party transactions which is in line with the
Companies Act, 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 (weblink:
https://www.cityunionbank.com/downloads/docu
ments/CUB_Related_Party_Transaction.pdf).

LOANS, GUARANTEES ORINVESTMENTS

Allloans, guarantees or investments made in securities by
the Bank are exempt pursuant to the provisions of section
186 (11) of the Companies Act, 2013 and hence does not
attract any disclosure required under section 134 (3)(g)
ofthe Companies Act, 2013.

EXTRACT OF ANNUALRETURN

Pursuant to Section 134(3)(a), of the Companies Act,
2013 (the Act), read with Rule 12(1) of Companies
(Management & Administration) Rules, 2014 an extract of
Annual Return in form MGT - 9 as provided under Sub-
section (3) of Section 92 of the Act is appended to this
reportas Annexurelll.

CORPORATE SOCIAL RESPONSIBILITY (CSR)

In compliance with the 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, the
Bank has established Corporate Social Responsibility
(CSR) Committee. The Bank has established CUB
Foundation, a non-profit entity to identify, recommend
and oversee the CSRinitiatives of the Bank.

A Report on CSR activities as required under Rule 9 of the
Companies (Corporate Social Responsibility) Rules 2014
is furnished under Annexure IVto thisreport.
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DISCLOSURE TO BE MADE UNDER SUB SEC (8) OF SEC
177 OF COMPANIESACT, 2013

The Board of the Bank had constituted the Audit
Committee under the extant guidelines of Reserve Bank of
India (RBI), provisions of the Companies Act, 2013 and
Listing Regulations, 2015. The details of the composition
of the Audit Committee is furnished in the Corporate
Governance Report.

CORPORATE GOVERNANCE

Corporate Governance of the Bank is an ethically driven
business process that rests on the fundamental pillar of
high ethical values aimed at enhancing organization's
brand and reputation and to protect the interests of all the
stakeholders by taking ethical business decisions. The
Bank is committed to achieving the highest standards of
Corporate Governance and also adheres to the Corporate
Governance requirements set by the Regulators /
applicable laws. Accordingly, the Board functions as
trustees of the shareholder's and seeks to ensure that the
long term economic value for its shareholders is achieved
while balancing the interest of all the stakeholders.

A detailed section on Corporate Governance standards
followed by the Bank as per SEBI (Listing Obligations and
Disclosure Requirements) Regulations, 2015, Companies
Act, 2013 and rules made there under alongwith
Certificate of Compliance from the Statutory Auditors are
disclosed separately forming part of thisreport.

MANAGEMENT DISCUSSION & ANALYSIS

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 as a separate section as part of this
Annual Report.

OTHER DISCLOSURES
Conservation of Energy and Technology Absorption

Considering the nature of activities carried out by the
Bank, the provisions 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.
The Bank has put Solar Panels at various branches as part
of energy conservation besides installation of power
saving LED bulbs at majority of branches and Central
Office. Further; itis proposed to set up Inverter technology
based Air Conditioners to support the cause.

On the technological front, the Bank strives to offer
excellent banking service by facilitating the latest
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customer friendly and secure technological solutions to
its customers. However, as informed to the Stock
Exchanges on 8" December, 2017, during the third
quarter, there were certain improper transactions
amounting to ¥ 31.55 cr through VISA, MASTER & NPCI
networks through ATM switch which were approved
outside the Bank's network. The Bank has a cyber
insurance cover for ¥ 25 cr and insurance claim has been
lodged. The Bank has provided a sum of X 7 cr during the
third quarter. Further as informed to the Stock Exchanges
on 17" February, 2018, three fraudulent remittances
amounting to I 12.13 cr had gone through our SWIFT
system which were not initiated by us. Since your Bank
reconciliation system was very tight your Bank could
catch the attack in 3 attempts. Out of this, the Bank
received back¥ 3.25 cr. An amount ofX 2.22 cr have been
blocked and for getting back the remaining amount the
Bank s taking efforts. During the fourth quarter, the Bank
has made a provision of3 6.66 cr.

Foreign Exchange Earnings and Outgo

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

Employees and Related Disclosures

Disclosures under Section 197 of the Companies
Act, 2013

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 V.

The statement containing particulars of employees
asrequired 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, is annexed as Annexure VI.

Disclosure under Section 22 of Sexual Harassment of
women at workplace (Prevention, Prohibition and
Redressal) Act2013

The Bank gives utmost importance towards maintaining
and upholding the dignity of each and every woman
working in the Bank. The Bank has a policy on Prevention
of Sexual Harassment at workplace which provides for
adequate safeguards and protection for women
employees working in the organization. No compliant was
received in this regard during the year 2017-18.
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Confirmation has to compliance of applicable laws

Itis hereby confirmed thatthe Bank has proper systemsin
place to ensure compliance of all laws applicable to the
Banks.

Whistle Blower / VigilMechanism

Pursuant to the provisions of Section 177(9) and (10) of
the Companies Act 2013, a vigil mechanism for Directors
and employees to report genuine concerns has been
established. The Bank has a policy on whistle blower /
vigil mechanism which is uploaded in the
website of the Bank as well as intranet (weblink:
https://www.cityunionbank.com/downloads/Whist
leblower%20Policy.pdf).

All employees and directors have access to the Chairman
of the Audit Committee in appropriate and exceptional
circumstances.

Place : Chennai
Date : 22" June, 2018

ACKNOWLEDGEMENT

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 sincere appreciation for the assistance
and co-operation received from the Reserve Bank of India,
NABARD, NHB, IDBI, SIDBI, EXIM BANK, ECGC, DICGC,
SEBI, Stock Exchanges, Depositories, Karvy Computer
share Pvt. Ltd., Life Insurance Corporation of India, United
India Insurance, New India Assurance, Tata Consultancy
Services, CCIL, CIBIL, Correspondent Banks, Exchange
Houses and other authorities.

Your Directors also place on record their warm
appreciation for the committed services rendered by the
Bank's Executives, Staff and Workers.

For and on behalf of the Board
S. Mahalingam
Chairman
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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 for the Financial Year 2017-18

; ESOS 2008
Particulars Series] ~ Seriesll ~ SeriesIll ~SeriesIV  SeriesV  SeriesVl
Total number of options granted 2,27,81,250 370071 3161915 4563463 10387118 1635676
(Including additional grant upon Rights & Bonus Issue) o
= 3
3]
Pricing Formula 13.00 33200 347.00 46.95 $93.20 18805 B é
PerOption ~ PerOption ~ PerOption ~ PerOption ~ PerOption  Per Option E 2
7]
Revised price due to Rights & Bonus Issue 31055 32691 33782 342.68 18473 180.05
PerOption ~ PerOption ~ PerOption  PerOption ~ PerOption  Per Option
No. of options outstanding as on 1" April, 2017 0 16,632 3,87,872 2074625 7701175  1351,759
No. of additional options granted pursuant to Bonus Issue 0 1,663 38,787 2,07,463 7,70,118 1,35176
during the year
No. of options lapsed during the year 0 8,316 17,526 1,09835 229270 23,925
No. of options exercised during the year 0 0 2,717,611 916,081 2197379 1,66,769

No. of shares arising as a result of exercise

B 0 0 2,717,611 916081  21,97379 1,66,769
Variation in terms of options Not Applicable

Money realized by exercise of options during the year 0 0 10499248 39098337 186183923 13349858
Loan repzjud by. the tru§t during the year from Not Applicable

the exercise price received

Toff'l Number of options outstanding at the end of the year 0 9979 13152 1256172 604464 1296241
31" March, 2018

Employee wise details of options granted

i) Senior Management Personnel NIL NIL 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 NIL NIL NIL NIL NIL NIL
options granted during the year

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
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Particulars

Allotment of shares made during the Financial Year under ESOS
No of shares allotted under ESOS during the year

The price at which such shares are allotted

Employee wise details of the shares allotted to

i) Senior Management Personnel
Dr. N. Kamakodi
Shri. R. Venkatasubramanian
Shri. K.P. Sridhar
Shri. V. Ramesh
Shri. K Maharajan
Shri. S. Mohan

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

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

Employee compensation cost calculated as per the
intrinsic value method for the Financial Year 2017-18 is
NIL. If the Employee compensation cost was calculated as
per fair value method as prescribed by the SEB], the total
cost to be recognized in the financial statement for the

Weighted Average Details
Particulars
Weighted Average Market Price (In¥ )
Weighted Average Exercise Price (In <)
Weighted Average Risk Free Interest Rate (%)
Weighted Average Stock Volatility
Weighted Average Fair Value of Options (InX)

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.

Place : Chennai
Date : 22" June, 2018

ESOS 2008

Series]  SeriesIl ~ SeriesIll ~SeriesIV ~ SeriesV  Series VI
277611 916081 2197379 166,769
33782 34268 3 8473 38005
Per Option PerOption ~ PerOption ~ Per Option

1,65,000

- 16,500

11,000 -
- 1,650 :
3300 1,650
9,000 -
NIL NIL NIL NIL NIL NIL
NIL NIL NIL NIL NIL NIL

Financial Year 2017-18 would be ¥ 6,89,54,872/-.
Consequently, net profit would have been reduced by
%6,89,54,872/-and EPS would get reduced by ¥ 0.103 per
share.

85.02
85.02
7.72
0.03
25.74

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.

For and on behalf of the Board

S. Mahalingam

Chairman
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ANNEXURE - 11

SECRETARIAL AUDIT REPORT FOR THE FINANCIAL YEAR ENDED 31" MARCH 2018
FORM NO. MR-3

ursuant to Section of the Companies Act, and Rule No. 9 of the Companies
p Section 204(1) of the C ies Act, 2013 and Rule No. 9 of the C i
(Appointment and Remuneration of Managerial Personnel) Rules, 2014]

T the Wpembors of
CITY UNION BANK LIMITED

Kumbakonam

We have conducted the Secretarial Audit of the
compliance of applicable statutory provisions and
the adherence to good corporate practices by
CITY UNION (CIN:
L65110TN1904PLC001287) (hereinafter called "the
Bank") for the audit period covering the financial year
ended on 31*March, 2018.

B AN K LIMITED

Secretarial Audit was conducted in a manner that
provided us a reasonable basis for evaluating the
corporate conducts / statutory compliances 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, 2018 complied with the statutory
provisions listed hereunder and also that the 'Bank' has
proper Board-processes and compliance mechanism in
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, 2018,
according to the provisions of:

(i) The Companies Act, 2013 (the Act) and the Rules
made thereunder;

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

(iii) The Depositories Act, 1996 and the Regulations and

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, 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 (Share
Based Employee Benefits) Regulations, 2014;

f)  The Securities and Exchange Board of India (Issue
and Listing of Debt Securities) Regulations, 2008.

(iv) The following Acts, Rules and Regulations are
specifically applicable to the Bank:

a) TheBanking RegulationsAct, 1949
b) The Reserve BankofIndiaAct, 1934

c) Securitization 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) Credit Information Companies (Regulation) Act,
2005

g) Prevention of Money Laundering Act, 2002
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h) The Deposit Insurance and Credit Guarantee
CorporationAct, 1961

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

j) Information Technology Act,2000
k) SEBI(BankerstoanIssue)Regulations, 1994

We have also examined compliance with the applicable
clausesofthe following:

(i) 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.

(ii) SEBI (Listing Obligations and Disclosure
Requirements) Regulations, 2015.

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.

(ii) The Securities and Exchange Board of India
(Delisting of Equity Shares) Regulations, 2009

(iii) Foreign Exchange Management Act, 1999 and the
Rules and Regulations made thereunder to the extent
of Foreign Direct Investment, Overseas Direct
Investmentand External Commercial Borrowings.

Place : TIRUCHIRAPALLI
Date : 15" June, 2018

We furtherreportthat:

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
outin 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, to make requisite
disclosures to the concerned authorities and thereby
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

Sd/-
B. KALYANASUNDARAM
COMPANY SECRETARY
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.

C%PB _@



A\nnual

REPORT 2017 - 18

ANNEXURE TO SECRETARIAL AUDIT REPORT FOR THE FINANCIAL YEAR ENDED 31" MARCH, 2018

CiTYy 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
ofthe management of the Company. Our responsibility
isto express an opinion based on our audit.

. 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

Place : TIRUCHIRAPALLI
Date : 15" June, 2018

cuB

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.

. 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
COMPANY SECRETARY
ACS. No. A672 CP.No. 2209
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1. Briefoutline on Bank's CSR policy and the overview of

cuB

ANNEXURE IV
ANNUAL REPORT ON CORPORATE SOCIAL RESPONSIBILITY (CSR) ACTIVITIES

activities undertaken:

CSR has always remained an integral part of the Bank.
The Bank is committed towards serving the society in
which it operates. The Bank understands the
challenges and hazard faced by the environment in
this contemporary world and has always ensured in
making effective and meaningful contributions to
positively impactthe society in which it operates.

During the FY 2017-18 the Bank has effectively carried
out CSR activities covering diverse range of activities
to have a high social impact. The main objective of the
Bank's CSR policy is to bring about an overall positive
development in improving the living standards of the
society. During the year the Bank has made an active
contribution towards the following causes::

a) providing basic amenities to the communities
under Swachh Bharat Mission,

b) Financialliteracy and Educational aid,

¢) Ruralsports,

d) Preventive Health care,

e) EnvironmentSustainability and Preservation, and

f) Restoration & Renovation of Ancient and
Historical sites of archaeological importance.

g) Water conservation

The complete details on the manner of spending are
provided atthe end of thisreport.

. Web-link of the Bank's CSR Policy:

http://investor.cityunionbank.com/downloads/
corp_social_res.pdf

. CSR Committee Composition as on the latest date:

Dr. N. Kamakodi, MD & CEO Chairman of the

Committee
Smt. Abarna Bhaskar Member
Prof. V. Kamakoti Member
Shri. R Mohan Member
Shri. S Bernard Member

. Average Net profits (Before Tax) for the last three

financial years:3605.49 crore

. CSR Expenditure (2% of item No. 4 above): ¥ 11.99

crore

. Totalamountspent:39.70 crore

. Amount unspent: ¥ 2.29 crore (The amount has

already been sanctioned and will be released in due
course)

2
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Report on Corporate Social Responsibility ® in crore)

Budget Amount Cumula_tive Amount
SL : . ; spent expenditure h
Sector Projects Locations  project . . Spent: Direct or
No- wise us up t_o reporting Through Agency
FY 2018 period
o o Thanjavur, )

1. Swachh Sanitation, Safe Drinking water, Ariyalur, 7.22 5.77 17.09 Amount given to
Bharat construction of toilets, water Tirunelvel, various
Mission tanks and pipelines, Solid waste Tirupur, municipalities

management Chennai, / implementing
Kanchipuram BB /
s organisations.

2. Literacy and Construction of smart / class Rishikesh, 2.40 2.68 6.72 Amount given to
Rural Sports rooms, Financial Literacy Uttarakhand various
(N1) Programs, Promoting Rural sports & municipalities

& nationally recognised sports, Tamil Nadu / implementing
promotion of Scientific learning & Districts. agencies /
contribution to tech incubators. organisations.

&, Healthcare Procurement of Operation Thanjavur, 1.08 1.11 2.90 Amount given to
(N2) Theatre equipments, Construction =~ Nagapattinam, various

of hospital building, providing Ariyalur, municipalities
ambulance van, provision of Perambalur, / implementing
health infrastructure & family Tirunelveli Dist. agencies /
welfare training centre, provision & organisations.
of Fogging sprayer machines for Amritsar -

controlling mosquitoes, Punjab.

Distribution of Nilavembu syrup

to the public in and around

Kumbakonam for preventing

occurence of Dengue fever.

4. Restorationand ~ Protection of heritage sites Thanjavur, 0.60 0.45 832 Amount given to
Renovation of and monuments of archaelogical Thiruvarur, various
sites of historical ~ importance. Trichy municipalities
importance (N3) Districts. / implementing

agencies /
organisations.

5, Environment Contribution towards Ground Thanjavur, 0.68 0.67 2.65 Amount given to
Sustainability water recharge pools, Maintenance  Thiruvarur Kumbakonam
and Community  of water bodies, de-silting Districts. Municipality
Development Conservation of natural resources, / various
(N4) Maintaining quality of soil, water implementing

& air, providing CCTV cameras for agencies /
regulating road traffic, organisations.
contribution to Old age homes,
building of Infrastructure in
railway platforms, promoting
gender equality & other facilities
to senior citizens.
6. Disaster Relief Donation for Flood relief at Chennai. - - 0.64 Donation given to

cuB

Chennai, FY 2015-2016.

Tamil Nadu State.
Relief materials
sent to affected
people during

FY 2015-16.
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Report on Corporate Social Responsibility (Contd.) (X in crore)
Budget Amount Cumulative Amount
SL project spent expenditure Spent: Direct or
No. Sector Projects Locations wise during upto Through Agency

FY 2018 reporting

7. Measures for Conducting workshop” SANJOG Tamil Nadu - - 0.01 Amount given for
benefit of Armed 2016’ for the children of war conducting the
forces veterans, widows and jawans workshop on "
war widows and SANJOG 2016" for
their dependent the children of
war widows / >
jawans etc ot
=)
=
TOTAL 11.99 10.68 33.33 ] g
2 %
7}
Note:

N1 Outofthe Total Amountspentduring FY 2018, an amount of% 0.09 crore and X 0.65 crore was spent from the unspent
amount for FY 2015-16 and FY 2016-17 respectively.

N2 Out of the Total Amount spent during FY 2018, an amount of ¥ 0.04 crore was spent from the unspent amount for
FY2016-17.

N3 Outofthe Total Amountspentduring FY 2018, an amount of% 0.04 crore and X 0.03 crore was spent from the unspent
amountfor FY2015-16and FY 2016-17 respectively.

N4 Out of the Total Amount spent during FY 2018, an amount of ¥ 0.14 crore was spent from the unspent amount for

FY2016-17.
DETAILS OF UNSPENT AMOUNT OUTSTANDING AS ON 31°* March, 2018 (X in crore)
Detai Financial Year 2014-15 2015-16 2016-17 2017-18

etails
Unspent amount 0.20 0.42 1.23 2.29

The above amounts has been duly budgeted for in the respective financial years and will be disbursed upon project
completion in phased manner as per requirements of CSR beneficiary.

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

For and on behalf of the Board

Place : Chennai S. Mahalingam
Date : 22" June, 2018 Chairman

CB _@
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ANNEXURE -V

Details pursuant to the provisions of Section 197 of the Companies Act, 2013, read with Rule 5 (1) of the Companies

(Appointmentand Remuneration of Managerial Personnel) Rules, 2014

SLNo. Requirements Disclosure
1. The ratio of the remuneration of each Director to the =~ MD&CEO: 48.30x
median remuneration of the employees of the Bank for ~ The remuneration of MD & CEO is regulated
the financial year ended 2018. by RBI guidelines.
2. The percentage increase in remuneration of each, CFO, MD&CEO: 237.97%
CEO, CSin the financial year. CFO&CS : 21.56%
The remuneration of MD & CEO has
increased in comparison with the previous
year as a result of revision in remuneration
and increase in the ESOP perquisites.
The remuneration of CFO & CS has increased
from the previous year as a result of revision
inremuneration.
3. The percentage increase in the median remuneration of =~ The median remuneration of the employees
employeesin the financial year. was increased by 6.79%.
This increase in median remuneration is on
account of the annual wage increase and
increase in DA.
4. No. of permanent employees on rolls of the Bank. There were 5,319 employees as 31" March,
2018.
5. Average percentage increase already made in the salaries ~ Average employee salaries have increased by
of employees other than the managerial personnel inthe ~ 6.01% in the Financial Year 2017-18.
?ast f1nanc1.al yf;r and its cor-npl)arlson with t}j).ercentll(ej Averass Menasertl Bovsenad saleres e
}ncr.e.ase.z n ¢ manager.la remunera toh-an increased by 231.96% in the Financial Year
justification thereof and point out if there are any ,,17.1g
exceptional circumstances for increase in the managerial
remuneration. The remuneration of employees increased on
account of pay settlement entered into with
the officers and staff unions by the
management. The managerial remuneration
increased on account of revision in pay
structure approved by RBI and value of ESOP
perquisites.
6. Affirmation that the remuneration is as per the Yes,itisconfirmed.

remuneration policy of the Bank.

For and on behalf of the Board

S. Mahalingam
Chairman

_@

Place : Chennai
Date : 22" June, 2018

cuB
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ANNEXURE - VI

Details of Top Ten Employees of the Bank in terms of Remuneration drawn pursuant to Sec 197 of the Companies Act, 2013
read with Rule 5(2) of the Companies (Appointment and Remuneration of Managerial Personnel) Amendment Rules, 2016
for the year ended 31" March, 2018

a. Date of
Commencement of
. . loyment
Sl Name . . . . Remuneration  Experience @iy Last
No. (Sarvashri) Designation Qi o Age received (3)* (inyrs.) b. Nature of employment
employment, b @
whether contractual =
or otherwise = g
-
S
1. Dr.N.Kamakodi MD &CEO  B.Tech, MBA, CAIIB, Ph.D 43 2,01,23,170 15 18-06-2003 Director - BuPro Solutions (P) Ltd. Z
2. KP Sridhar SGM MA, CAIIB 56 41,26,519 8 24-05-2010 State Bank of India
3. R Venkatasubramanian CGM M.Com, MBA, M.Phil, CAIIB 56 39,92,175 9 14-10-2009 Kotak Mahindra Bank
4, V.Gopalakrishnan DGM BA 47 34,10,404 22 04-04-1996 Not Applicable
5. K Maharajan GM B.Com, AICWA, CAIIB 53 31,52,579 15 05-09-2003 Bharat Overseas Bank Ltd
6. S.Mohan GM MA, ACS, CAIIB 55 31,41,551 29 03-04-1989 Not Applicable
7. V.Devanathan AGM BA 56 29,83,533 10 04-08-2008 South Indian Bank
8.  J.Ramaswamy DGM B.Com, CCA 55 27,73,907 29 10-11-1989 Not Applicable
9. R Mohan Sivalingam CM B.Com, CAIIB 58 27,56,090 8 10-11-2010 TamilNadu Mercantile Bank
10. I Sadiq Batcha AGM B.Sc, JAIIB 50 27,53,470 7 15-06-2011 HDFC Bank

* Remuneration includes salary and taxable perquisites as per Income Tax Act, 1961

For and on behalf of the Board

Place : Chennai S. Mahalingam
Date : 22" June, 2018 Chairman

C%)B _@
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ANNUAL BUSINESS RESPONSIBILITY REPORT

Section A : General Information about the Company

Corporate Identification no.(CIN) of the Company L65110TN1904PLC001287

Name of the Company CITY UNION BANK LIMITED

Registered address No.149 T.S.R. (Big) Street,
Kumbakonam - 612001

Website www.cityunionbank.com

e-mailld shares@cityunionbank.com

vramesh@cityunionbank.com

Financial Year Reported 2017-18
Sector(s) that the Company is engaged in (Industrial activity National Industries Classification 2008
code wise) Section K : Financial and Insurance

Activities Division 64, Code N0.64191

List three key products / services that the Company Retail Banking, Corporate Banking and
manufactures / provides (as in Balance Sheet) Treasury

Total number of locations where business activity is undertaken

by the Company
a. Number of international locations (provide details of Nil
major5)
b. Numberofnational locations The Bank has 600 branches including

10 Banking outlets manned by BCs with
1,621 ATMs, as on 31" March, 2018.

Markets served by the Company - Local / State / National / National
International

Section B:Financial Details of the Company

1. Paid up capital (INR) % 66,47,29,209.00

2. Total Turnover (INR) X 3934,52,20,068.73

3. Total Profit after Taxes (INR) % 591,99,79,348.03

4, Total spending on corporate social responsibility
(CSR) as percentage of profitafter tax (%) 1.64%

5. List of activities in which expenditure in 4 above has Refer page no. 50 of Annual report
beenincurred

cuB _
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Section C: Other Details

Does the Company have any Subsidiary Company / Companies? No

Do the Subsidiary Company / Companies participate in the BR NA

initiatives of the parent Company?
Ifyes, then indicate the number of such Subsidiary Company(s).

Do any other entity / entities (eg: suppliers, distributors etc.,) No

that the Company does business with, participate in the BR
initiatives of the Company? If yes, then indicate the percentage of
such entity / entities? [Less than 30%, 30-60%, More than 60%]

29
O
=
==Y
e

S &
0]

Section D : BRInformation
1. Details of Director / Directors responsible for BR

a) Details of Director(s) responsible for implementation of the BR policy(s)

DIN Number : 00121727
Name :  S.Mahalingam
Designation :  Chairman

b) Details of the BR head

DIN Number (if applicable) : 06902614

Name : R Mohan

Designation : Independent Director
Telephone number : 93823 20980

e-mail Id :  meetmohanr@gmail.com

2. Principlewise (as per NVGs) BR Policy(s)

The National Voluntary Guidelines on Social, These briefly are as follows::

Environmental and Economic Responsibilities of

Business (NVGs) released by the Ministry of Corporate

Affairs has adopted nine areas of Business

Responsibility. P2. Business should provide goods and services that are
safe and contribute to sustainability throughout the
life cycle.

P1. Businessshould conductand governthemselves with
ethics, transparency and accountability.

CB _@
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P3.

P4.

P5.
Pé6.
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nual CiTy UNION BANK LIMITED

Business should promote the well being of all
employees

Business should respect the interests of, and be
responsive towards all stakeholders, especially those
who are disadvantaged, vulnerable and
marginalized.

Business should respectand promote human rights.

Business should respect, protect and make efforts to

a) Details of compliance

No. Questions

Do youhave apolicy or policies for

Has the policy being formulated in
consultation with the relevant
stakeholders?

Does the policy conform to any
national / international standards?
Ifyes, specify

Has the policy being approved by
the Board?

If yes, has it been signed by MD /
Owner / CEO / Appropriate Board
Director?

Does the Company have a specified
Committee of the Board / Director
/ Official to oversee the
implementation of the policy?

Indicate the link for the policy to be
viewed online? *

Has the policy been formally
communicated to all relevant
internal and external stakeholders

P1

Y

N1

P7.

P8.

Po.

restore the environment.

Businesses, when engaged in influencing public and
regulatory policy, should do so in a responsible
manner.

Business should support inclusive growth and
equitable development.

Business should engage with and provide value to the
customersand consumersinaresponsible manner.

P2 P3 P4 P5 P6 P7 P8 P9
Y Y Y Y Y N Y Y
Y Y Y Y Y - Y Y
Y Y Y Y Y = Y Y
Y Y Y Y Y - Y Y
Y Y Y Y Y = Y Y
N1 N1 N1 N1 N2 - N2 N3
Y Y Y Y Y = Y Y
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Details of compliance (Contd.)

No. Questions P1 P2 P3 P4 P5 P6 P7 P8 P9

8. Does the company have in-house
structure to implement the

policy(s)

9. Does the company have a grievance
redressal mechanism related to the Y Y Y Y Y Y - Y Y
policy(s) to address stakeholders

)
O
= o
==Y
=)

S 2
[7,]

grievances related to the policy(s)?

10. Has the company carried out
independent audit / evaluation of % % % % % % ; % %
the working of this policy by an
internal or external agency?

*Notes :

N1. The Bank has policies on this which are available internally to its employees.
N2. CSR weblink:_ https://www.cityunionbank.com/downloads/corp_social_res.pdf
N3. Customer Rights Policy weblink: https://www.cityunionbank.com/downloads/customer_rights_policy.pdf

Principle wise policies :

Principle Policy details

P1. The Bank has policies as follows:Whistle Blower Policy, HR Policy, Fraud Risk Management, Code
of Fair Practices and Disclosures on UPSI,Compliance Policy, KYC policy, Related Party
Transactions, Code of Conduct for Directors and Senior Management and Protected Disclosure
Scheme.

P2. The Bank has policies on Information Technology, Information Security System and Information
System Audit which contributes to safe and secure services to all relevant stakeholders. Further,
the Bank as part of the service sector provides financial product services to various stakeholders
contributing to their business cycle.

P3. Compensation Policy, Staff Rotation Policy, HR Policy, Mandatory Leave Policy, Training Policy and
Policy on Prevention of Sexual Harassment.

P4, The Bank through its Loan policy and Financial Inclusion programs addresses this principle to the
benefit of disadvantaged, marginalized and the vulnerable.

P5. The Bank has a Policy on Customer. The Bank well recognizes and respects all human beings and
their rights for efficientand smooth conduct of business.

CB _@
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Principle wise policies :

Principle

Pé6.

P7.

P8.

Po.

Policy details

Givenits nature and scope of activities the Bank does nothave directbearing on the applicability of
the principle. Hence there is no specific policy. However, under CSR, the Bank takes up activities
which promotes clean environment.

The Bank does not have any specific policy on the principle. However, the MD & CEO of the Bank is
the Honorary Secretary of Indian Banks Association (IBA) and advocates on various issues during
IBA meetings.

Bank carries out all the mandates of the Government as well as Reserve Bank of India in order to
foster inclusive growth and equitable development. In addition, activities under Corporate Social
Responsibility furthers these objectives.

Customer Rights Policy, Policy on Outsourcing of Financial Services, Bank Deposits, Loan Policy,

Information System Security Policy, Policy on Grievance Redressal.

b) If answer to the question at serial no.1 against any principle is 'No' please explain why.

No.

Questions

The company has not understood the
principles

The company is notata stage where it
finds itself in a position to formulate
and implement the policies on
specified principles

The company does not have financial
or manpower resources available for
the task

It is planned to be done within the
nextsixmonths

It is planned to be done within the
nextoneyear

Any otherreason

P1 P2 P3 P4 P5 P6 P7 P8 P9
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3.

Governancerelated to BR

a) Indicate the frequency with which the Board of
Directors, Committees of the Board or CEO to
assess the BR performance of the company.
Within 3 months, 3-6 months, 1 year, More than 1
year.

The Bank has constituted a CSR Committee which
met 5 times during the year. Dr. N. Kamakodi, MD
& CEO of the Bank is the Chairman of the
Committee and most of the parameters were
reviewed during such meetings.

b) Doesthe Company publish a BR or a sustainability
Report? What is the hyperlink for viewing the
report? How frequently it is published?

No

SectionE :Principle-wise performance

Principle 1

1.

Does the policy relating to ethics, bribery and
corruption cover only the Company? Yes / No. Does it
extend to the Group / Joint Ventures / Suppliers /
Contractors / NGOs and Others?

Yes, itrelates to the Bank and its employees only.

How many stakeholder complaints have been
received in the past financial year and what
percentage was satisfactorily resolved by the
management? Ifso, provide details thereof.

A total of 22,122 complaints were received from the
Stakeholders (Shareholders & Customers) during
the reporting year and 99.55% cases were resolved.
Members may please refer Page No. 67 for
shareholders complaints and Page No. 125 for
Customer complaints in this Annual Report.

Principle 2

1.

cuB

Listup to 3 of your products or services whose design
has incorporated social or environmental concerns,
risksand / or opportunities

Social Banking through Financial inclusion programs,
distribution of Government Insurance and Pension
Schemes, Swayam Graha Home Loan schemes

Agricultural Business. The Bank has a major presence
in South India and considering the potential for Agri-
business, the Banks provides various kinds of
financing to tap this sector in line with the guidelines
issued by RBI.

Lending business to sustainable sectors as per the
Bank'sloan policy and RBI guidelines.

For each such product, provide the following details
in respect of resource use (energy, water, raw
materials etc.) per unit of product (optional)

a. Reduction during sourcing / production /
distribution achieved since the previous year
throughoutthe value chain?

b. Reduction during usage by consumer (energy,
water) has been achieved since the previous year.

Considering the nature of business carried out by
the Bank, thisisnotapplicable to us.

Does the Company have procedures in place for
sustainable sourcing (including transportation)?If
yes, what percentage of your inputs was sourced
sustainably? Also, provide details thereof.

This principle has no scope in Banking services.

Has the Company taken any steps to procure goods
and services from local and small producers,
including communities surrounding their place of
work? If yes, what steps have been taken to improve
their capacity and capability of local and small
vendors?

The Bank makes use of services of people belonging to
weaker sections in the surrounding areas for the
upkeep and maintenance of premises.

Does the Company have a mechanism to recycle
products and waste? If yes, what is the percentage of
recycling of products and Waste (separately as <5%,
5-10%, >10%). Also, provide details thereof.

The Bank belongs to Financial Services Sector and
paper waste and e-waste are the identifiable waste
products for recycle. The Bank has tie-ups with local
vendors for disposal of such wastes.
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Principle 3
1. Pleaseindicate the total number of employees: 5,319 Yes, CUB Officers Association (CUBOA) and CUB Staff
o ] Union (CUBSU) are recognized by the Management.
2. Please indicate the total number of employees hired
ontemporary / contractual / casual basis: 65 What percentage of your permanent employees is
. members of this recognized employee association?
3. Please indicate the number of permanent women
. Number of CUBOA-100%
employees: 1,458
Number of CUBSU- 59%
4. Please indicate number of permanent employees
with disabilities: 17 Please indicate the number of complaints relating to
child labour, forced labour, involuntary labour, sexual
5. Do you have an employee association that is harassment in the last financial year and pending, as
recognized by management? onthe end of the financial year.
No. of complaints No. of complaints
No. Category filed during the pending as on the end
financial year ofthe financial year
1 Child labour / forced labour / involuntary Nil Nil
labour
2. Sexual Harassment Nil Nil
3 Discriminatory employment Nil Nil
8. What percentage of your under mentioned employees Out of the above, has the Company identified the
were given safety and skill up-gradation training in the disadvantaged, vulnerable and marginalized
lastyear? stakeholders
a. Permanentemployees The Bank identifies the disadvantaged and
marginalized sections through its financial inclusion
b. Permanentwomenemployees programs.
c. Casual/ Temporary / Contractual employees Are there any special initiatives taken by the
d. Employeeswith disabilities Company to engage with the disadvantaged,
vulnerable and marginalized stakeholders. If so,
4,368 permanent employees were imparted provide details thereof
classroom-based training during the year which is ) ) )
82.12% of the Bank's total employees. In the flnarl.(:lal .Incl.usmn program, the Bar.1k
undertakes financial literacy classes as part of its
This apart, employees including officers / executives efforts to educate the marginalized section. The Bank
are recommended for various training programs / engages with the disadvantaged, vulnerable and
workshops conducted by CAFRAL, SIBSTC, NIBM, RBI marginalized stakeholders in various ways by
Staff College etc. offering various services including that for
o Agricultural and Government sponsored schemes.
Principle 4
1. Has the Company mapped its internal and external
stakeholders?
Yes
cus _
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Principle 5

1.

Does the policy of the Company on Human Rights
cover only the Company or extends to the Group / Joint
Ventures / Suppliers / Contractors / NGOs / others?

The Bank does not have any specific policy on Human
Rights. However, the Bank has putin place a policy on
Consumer Rights which takes care of the human rights
ofall relevant stakeholders.

How many stakeholder complaints have been received
in the past financial year and what percentage was
satisfactorily resolved by the management?

Kindly refer Section E, Principle 1 (2).

Principle 6

1.

cuB

Does the policy related to principle 6 cover only the
Company or extends to the Group / Joint Ventures /
Suppliers / Contractor/ NGOs / Others?

As stated earlier there is no specific policy on this
principle. However, the Bank caters to the
environment and sustainability aspects through its
CSR activities

Does the Company have strategies / initiatives to
address global environmental issues such as climate
change, global warming etc? if yes, please give
hyperlink for web page.

Though Banking business does not have a direct
bearing on this principle under Corporate Social
Responsibility, the Bank supports green initiative by
undertaking annual maintenance of certain Public
Parks around Trichy, Kumbakonam and Sivaganga
districts of Tamil Nadu.

Does the Company identify and assess potential
environmental risks?

Yes.

Does the Company have any project related to clean
development mechanism? If so, provide details
thereof. If yes, whether any environmental
compliancereportis filed?

No.

Has the Company taken any other initiatives on - clean
technology, energy efficiency, renewable energy etc., if
yes, please give hyperlink for the webpage.

No.

6.

Are the emissions / waste generated by the Company
within the permissible limits given by CPCB / SPCB for
the financial year being reported?

Notapplicable.

Number of show cause / legal notices received from
CPCB / SPCB which are pending (i.e., not resolved to
satisfaction) as on end of financial year.

None

Principle 7

1.

Is your Company a member of any trade and chamber
or association? If yes, Name only those major ones
thatyour business deals with:

City Union Bank Ltd. (CUB) is a member of Indian
Bank's Association (IBA)

Have you advocated / lobbied through above
associations for the advancement or improvement of
public good? (Yes / No) if yes, specify the broad areas
(drop box: Governance and Administration, Economic
Reforms, Inclusive development policies, Energy
Security, Water, Food Security, Sustainable Business
Principles, others)

Yes, the MD & CEO of the Bank in the capacity of
Honorary Secretary of I[BA, actively participates in
IBA council meetings. During the meetings, the MD &
CEO of the Bank has advocated on various
development policies.

Principle 8

1.

2.

Does the Company have specified programmes /
initiatives / projects in pursuit of the policy related to
principle 8? Ifyes details thereof.

The Bank has a Corporate Social Responsibility (CSR)
Policy which contributes to inclusive growth and
equitable development. The Bank undertakes
financial literacy and inclusive banking measures to
enlighten the weaker sections. The Bank has alending
policy which covers various sectors including MSME
for equitable development.

Are the programmes / projects undertaken through
in-house team / own foundation / external NGO /
governmentstructures / any other organization?

The programmes are undertaken directly by the Bank
throughits CUB Foundation
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3.

Have you done any impact assessment of your
initiative?

The assessment of CSR activities of the Bankis done by
the Board atits meeting.

. What is your Companies direct contribution to

community development projects ? (Amount in INR
and the details of the projects undertaken).

During the year 2017-18, the Bank has spent ¥ 10.68
crore towards various CSR initiatives. For further
details on CSR activities please refer Annexure IV to
Director's Report.

. Have you taken steps to ensure that this community

development initiative is successfully adopted by the
community? Please explain

Yes, a separate trust floated by the Bank called CUB
Foundation takes care of this aspect.

Principle 9

1.

cuB

What percentages of customer complaints / consumer
cases are pendingas on the end of the financial year?

Refer Section E Principle 1 Point No.2

2. Does the company display product information on the

productlabel, over and above what is mandated as per
local laws? Yes / No / NA / Remarks (additional
information).

Yes, all req