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Chalrman'’s
Communigue

Dear Shareholders
It gives me immense
pleasure in placing before
you the key highlights of
your Bank's performance
during the financial year
2017-18.

gSalim! Gangadharan

Chairman

Details of the achievements made and initiatives taken by your Bank during the year
are provided in the enclosed Annual Report. We have been fairly successful in spotting
sustainable and profitable business opportunities and in responding promptly to our
customers, thereby providing them a different and superior banking experience.

The global economic activity is gaining momentum with expansion of global trade with the

gradualimprovementin global demand. Conditions forinvestment have generally improved,

amid low financial volatility, reduced banking sector fragilities, recovery in commodity

sectors and a more solid global macroeconomic and political outlook. Financing costs

generally remain low, and spreads have narrowed in many emerging markets, reflecting an

uptick in risk appetite and consequent decline in risk premium. This has supported rising

capital flows to emerging markets, including a rise in cross-border lending, and stronger

: = credit expansion in both developed and developing economies. World GDP growth as

g’;\:t%it:;|tgagé(ltl‘l:ge estimated by. the IMF (Intgrnational Monetary Fund in April 2018) to.uched 3.8% in 2017,

core focus of the Bank the fastgst since 2011. With financial condfuons expected to remain supportive, global

to fulfill its grqwf(h is expected to tick up to 3.9% both in 2018 and 2019. Emerging and de\{elopmg

2020 Vision of Asia is expected to grow at around 6.5% over 2018-19, broadly the same pace as in 2017.

The region continues to account for over half of world growth. India's macroeconomic

fundamentals continued to improve last year on the back of significant policy initiatives by

the Government, supported by a stable monetary policy. After lagging for five consecutive

quarters, economic growth in India is turning around. India has emerged as the fastest

growing major economy in the world. India's GDP is estimated to have increased 6.7%

in 2017-18 and is expected to grow by 7.4% in 2018-19. Looking forward, the economic
growth is expected to gather momentum.

Indian financial markets witnessed diverse trends across various segments. The money
market, which witnessed excess liquidity in the first half of the year, saw the liquidity turning
to deficit by February 2018. On the bond market, the 10-year G-sec yield rose by 72 bps to
7.40% during the course of FY18. The equity markets, which witnessed new highs on the
back of aggressive buying by domestic mutual funds and foreign portfolio investors gave

becoming a ‘Retail
Banking Power




way to bearish correction trend by February 2018, mainly
on account of the Union Budget proposal of Long Term
Capital Gain (LTCG), sharp increase in US bond yields, the
announcement of protectionist tariffs by the US, geopolitical
developments, and revelations of large value frauds in some
domestic banks. Over the course of FY18, the Indian Rupee
weakened marginally by 0.5% and closed the year at Rs
65.18 vis-a-vis the US dollar. The implementation of the
Goods and Service Tax (GST) along with demonetisation and
digitisation efforts will significantly assist in formalisation
of the Indian economy. Focusing on the banking sector,
the coming year will test the effectiveness of the much
awaited Insolvency and Bankruptcy Code (IBC). Successful
resolution of cases admitted in National Company Law
Tribunal (NCLT) is crucial to the banking sector, considering
the large amount of stressed assets. Considering the sticky
Non Performing Assets (NPA) menace, the Reserve Bank
of India (RBI) laid out conservative asset classification
norms . Though the RBI norms will cause short-term pain
to the banking industry in terms of sector profitability and
capital adequacy, the same would force banks to clean up
their balance sheets. In addition to the NPA trouble, the
recently discovered large value frauds in banks dented the
image of Indian banks as flag bearers of financial prudence,
conservatism and judicious lending. During the year under
review, the Reserve Bank of India has initiated various
measures to ensure that the system, operational processes,
cyber security and risk management for the banking sector
are sound, safe and healthy.

Looking ahead, the outlook for 2018-19 appears to be quite
bright due to various factors, such as:

a) The demonetisation and implementation of Goods and
Services Tax reforms pointed towards formalization
of policies and process. These structural reforms
accelerate the transition of business and people from
informal to formal economy.

b) The inherent economic growth on account of projected
secular growth in consumption economy has resulted
in increased wealth and greater demand for goods and
services, making India a fast growing market.

c) The RBI's Vision 2018 document which envisages
promotion of electronic payments and Government
policies encouraging digital banking will increase the
usage of digital banking services. The transactions
executed through digital means provide ease and
convenience to customer and increased efficiency,
productivity and profitability to banks.

d) The technological upgradation and adoption of new age
technologies such as Block Chain, Artificial Intelligence,
etc. will help the banks with increased operational
efficiency, productivity and profitability.

e) The Financial inclusion roadmap provided by the RBI to
banks provides immense opportunity to tap the under
banked rural masses.

During the year, the Bank recorded a total gross business of
%1,27,139 crore- comprising total deposits of 72,030 crore
and gross advances of ¥55,109 crore as on March 31, 2018,
whereas the net profit of the bank decreased to ¥334.89

854 55 1,331 % 1,27,139 crore
Branches Extension ATMs Total Gross Business as on
Counters March 31,2018
¥ 72,030 crore ¥ 55,109 crore

Gross Advances as on
March 31,2018

Total Deposit as on
March 31,2018

crore as compared to ¥392.50 crore in the preceding year.
The Bank widened its network gainfully across India with
854 Branches, 55 Extension Counters and 1,331 ATMs and
51 CDMs/CRMs.

We remain committed to provide outstanding services and
quality experience to our customers in the coming years
and will take various initiatives at strategic and operational
level to enhance the sustainability of the same. We have
been upgrading to cutting-edge technology platforms and
continuously evolving our own digital channels. Bank's IT
Vision is to enable technology as a strong strategic support
to the Bank, providing value in key organisational initiatives
to achieve business goals, offer excellent customer service
and to ensure sound internal controls and regulatory
compliance. Our robust risk management systems help us
ensuring long-term sustainability and steady growth. We
constantly work towards achieving financial stability and
enhancing stakeholders' value. This is accomplished with
our proactive and improved risk management policies and
practices.

The management team, led by the Managing Director & CEQ
has charted out a clear and sustained growth plan. The path
is based on well-defined risk appetite and risk management
policies and practices, optimal capital allocation framework
and compliance. Retail banking continues to be the core
focus of the Bank to fulfill its 2020 Vision of becoming a
'‘Retail Banking Power House'. Our quality of leadership
talent is nurtured and well-placed to execute the Bank's new
growth strategies. | am confident that the coming years will
help the Bank to maintain and enhance its strengths and
optimally tap the diverse growth opportunities that our
country presents.

We thank you for your continued goodwill, support and trust.
We eagerly look forward to your valuable suggestions, as it
helps us serve you better. Our capital base, robust growth
aspects, wider network andleadership in technology, position
us very well to leverage the growth opportunities across the
economy. | look forward to your continued support in this
journey. With the continued support and patronage of all,
| am confident that your Bank wilzl reach greater heights
during the coming years. | humbly thank all our shareholders
for their continued faith in our strength and capabilities,
members of the Board, Government of India and Reserve
Bank of India, and other agencies for their valuable support
and guidance, customers for their continued support and
trust and our employees for their tireless efforts and hard
work towards realising our ambitious goals.

Best Wishes,

Salim Gangadharan



MD and CEQ's
Message

Dear Shareholders
As we enter our 90th year of
operations, it is a matter of pleasure
and privilege for me to share the

Financial results for the year 2017-

18 on behalf of the South Indian

Bank Limited's Board of Directors
and Management Team.

Managing Director & CEO

The financial year 2017-18 was a defining year for the Indian economy. India's economic reforms continued in the year with
the roll out of significant initiatives such as Goods and Services Tax (GST) regime, Insolvency Resolution Scheme and Bank
recapitalization. These structural reforms have struck at the core of long-festering problems around taxation and asset
quality. NITI Aayog is directly working with States to bring about a transformation in the Agriculture sector by initiating a
series of reforms. All these measures have received validation and approval from investors, both domestic and overseas.
The growth and development of banking domain opened up a new set of opportunities along with fresh challenges. We, at
South Indian Bank, have strongly responded to the opportunities and accepted the challenges by maintaining our strong
connect with our esteemed customers. This has enabled us to explore and capture various business opportunities in line
with the vision and mission of the Bank.

The Financial Year 2017-18 presented a challenging environment for the Banking Sector. Primary among them was the
unfolding scenario of stressed assets which continued to deteriorate across various sectors and made a severe dent on
the capital position and profitability of the banks. In addition to this the recently discovered frauds across various banks
presented a new set of challenges to the Indian banks. Our Bank has been careful in proactive recognition of corporate
stress and maintaining high standards of operational control and management.

The risk management function attempts to anticipate vulnerabilities at the transaction level or at the portfolio level through
guantitative examinations of embedded risks. The risk management strategy of the Bank is based on a clear understanding
of various risks, disciplined risk assessment, risk measurement procedures and continuous monitoring for mitigation.
The policies and procedures established for this purpose are continuously evaluated and benchmarked against the best
practices followed in the industry. Through continuous refinement / improvement of the risk measurement / management
systems, including automation of feasible processes, the Bank aims to ensure regulatory compliance as well as better



return on and utilization of capital in line with the business
objectives.

Information Technology, an area of prime focus for our
Bank, has maintained its strides towards technological
excellence. Leveraging on the latest version of Core Banking
Solution(CBS) form Infosys we have implemented several
initiatives to provide enhanced banking operations . Our
Internet Banking platform (Sibernet) and Mobile Banking
platform (SIB Mirror Plus) have been well received across
different segments of customers. The centralisation
initiatives of the Bank have progressed further during FY
2017-18. Apart from centralised processing of all liability
side operations and Retail Assets, we have now completed
centralisation of International Banking operations and Trade
Finance. The processing of credit proposals across all
verticals has also been centralised through the Wholesale
Banking Credit Processing Centre, Mid-corporate Credit
Processing Centre and the Retail Assets Credit Processing
Centre. Further, the Centralised Credit Monitoring Cell
monitors all credit exposures of ¥5.00 crore and above.
The Collection Hub follows up all potential defaults in Retail
Loans through telecalls and text messaging. The Bank has a
very rich technology framework at the forefront and back end
which caters to all requirements of the retail and corporate
customers alike and provides very quick turnaround time.

Let me now share an overview of Last Year's financials:

« The operating profit has gone up from ¥1214.60 crore in
2016-17toX1480.79 crore, registering a growth of 21.92
%.

The Net profit of the Bank for the year has decreased
from ¥392.50 crore during the FY 2016-17 to ¥334.89
crore during 2017-18, registering a decrease of ¥57.61
crore (14.68%).

The Earnings per share and Book value per share for
the year ended March 31,2018 stood at%1.86 and ¥28.98
respectively.

The capital plus reserves of the Bank moved up from
34,845.47 crore to¥5241.22 crore on account of exercise
of options and plough back of profits during the year.

The non corporate advances (62.91 % of total advances)
grew by 18.80% during FY 2017-18 in line with the Bank's
focus on Retail business.

During the year, there was an excess achievement in the
Priority sector and Agriculture sector over and above
the regulatory prescription. The total Priority Sector
advances (net of PSLC) as at the end of the financial year
stood at ¥21,757.12 crore constituting 46.89% of the
Adjusted Net Bank Credit (ANBC) as against mandated
40%.

« The Bank has successfully widened its network across
India with 854 branches , 55 extension counters and
1331 ATMs and 51 CDMs /CRMs. The Bank has opened
10 new outlets (4 Branches and 6 Extension Counters),
60 ATMs and 4 CRMs across the country during the
financial year 2017-18.

The year 2017-18 saw the Bank being honoured with
significant Institutional recognitions, awards and accolades.

» Received the 'Best Bank Award for Digital Banking
among Small Banks' and '‘Best Bank Award for High
Performance IT Ecosystem among Small Banks' in the
thirteenth edition of the IDRBT Banking Technology
Excellence Awards 2016-17.

» Won five technology awards during the Indian Banking
Association (IBA) Technology Awards 2018.

» Won the Celent Model Bank 2018 Award for Trade
Finance and Supply Chain .

> Won Digital India Excellence Award 2017 for innovation
in mobile app ‘Digital e-lock’ in the 5th PAN-IIM World
Management Awards 2017.

Looking forward, the Indian banking industry is facing
an array of challenges which includes the success/
effectiveness of the resolution process under the Insolvency
and Bankruptcy Code (IBC). Successful resolution of cases
admitted in National Company Law Tribunal (NCLT) is
crucial to the banking sector considering the large amount
of accumulated stressed assets . With a view to arresting
the Non Performing Assets (NPA) menace, Reserve Bank
of India has been progressively tightening the regulation
covering Asset Quality. Though the RBI stance will cause
a short term pain to banking industry in terms of sector
profitability, it would finally lead to clean up of the Bank
balance sheets.

We strongly believe that your Bank is agile as an
organisation and is alive to the challenges and opportunities
in the environment. Even in the current challenging scenario,
your Bank is standing on a strong wicket. It is upon us to
collectively take action to overcome the challenges and grab
the opportunities. Our focus is on capitalising on growth
opportunities while at the same time taking meaningful
steps to address challenges in the environment. Our
strong customer support and loyalty together with staff
with enduring commitment is sure to improve the Bank's
performance during the current year .

| take this opportunity to thank the Board members,
Government of India, RBI, SEBI, other regulatory authorities,
various financial institutions , banks and correspondents in
India and abroad for their valuable and continued support
and guidance . | thank all our shareholders for reposing their
confidence and faith in us. | also thank all our esteemed
customers for their continued co- operation and backing. |
would also like to register my appreciation of the dedication
and commitment shown by our staff members ; they
have enabled the Bank to expand and reach new heights
of performance and profitability in a very challenging
environment.

Best Wishes,

V .G Mathew
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DIRECTORS’ REPORT TO THE SHAREHOLDERS

To the Members,

The Board of Directors is pleased to place before you, the
90th Annual Report of the Bank along with the Audited
2018, Profit and Loss
Account and the Cash Flow Statement for the year ended

Balance Sheet as at March 31,

March 31, 2018.

PERFORMANCE OF THE BANK

The performance highlights of the Bank for the financial year

ended March 31, 2018 are as follows:

$690.55 crore as per details given below:

Rin crore
Key Parameters 201718 201617

Deposits 72029.59 66117.49
Gross Advances 55108.99 46845.69
Total Gross Business 127138.58 112963.18
Operating Profit 1480.79 1214.59
Net Profit 334.89 392.50
Capital & Reserves 5241.22 4845.47
Capital Adequacy (%) - Basel-Ill 12.70 12.37
Earnings Per Share (EPS)* :
(a) Basic EPS (in%) 1.86 2.61

[face value X1/-]
(b) Diluted EPS (in?) 1.85 2.61

[face value 1/-]
Book Value per Share (in %) 28.98 26.88
[face value 1/-]
Gross NPA as % of Gross Advances 3.59 2.45
Net NPA as % of Net Advances 2.60 1.45
Return on Average Assets (%) 0.43 0.57

FINANCIAL PERFORMANCE

Profit

The Net Operating Income (Net Interest Income and other
income) of the Bank increased by ¥411.78 Crore (17.22%) from
$2390.99 crore to ¥2802.77 crore. The growth in Non Interest
Income was %121.69 crore (17.01%) during the year.

The Operating Profit for the year under review was 31480.79
crore before taxes and provisions as against ¥1214.59 crore
for the year 2016-17. The Net profit for the year was 3334.89
crore as compared to a net profit of ¥392.50 crore during the
previous year and the profit available for appropriation was

[Rin crore]

Profi_t _before depreciation, taxes and 1480.79
provisions
Less: Provision for NPI (7.14)

Provision for Non-Performing Assets 693.46

Provision for FITL (6.08)

Provision for Depreciation on 316.11

Investments

Provision for Income Tax 165.00

Provision for Standard Assets 7.38

Provision for Restructured Assets (4.68)

Provision for General Others (39.47)

Provision for Other Impaired Assets 21.25

Provision for Un-hedged Forex Exposure 1.03

Provision for Non Banking Asset Provision (0.96) 1145.90
Net profit 334.89
Brought forward from previous year 355.66
Profit available for appropriation 690.55
Appropriations ®in crore)
Transfer to Statutory Reserves 83.73
Transfer to Capital Reserves 29.88
Transfer to General Reserves 50.00
Transfer to Special Reserve 86.55
Dividend Paid for FY 16-17 72.14
Tax on Dividend Paid for FY 16-17 14.22
Balance carried over to Balance Sheet 354.03
Total Appropriation 690.55

Dividend

The Board of Directors recommended a dividend of 40% (tax-
free in the hands of shareholders other than Individuals whose
dividend income is above %10 lakh), i.e., @ %0.40 per Equity
Share of face value of ¥1/- per share.

EXPANSION PROGRAMME

The Bank had been successful in widening its network across
India with 854 Branches, 55 Extension Counters, 1331 ATMs
and 51 CRMs/CDMs. The Bank has opened 10 new outlets (4
Branches and 6 Extension Counters), 60 ATMs and 4 CRMs
across the country during the financial year 2017-18. The
branch network now covers 27 States and 3 Union Territories.

The Bank plans to open a maximum of 10 new outlets
(Branches and Extension Counters) and 50 ATMs/CRMs during
the financial year 2018-19.

CAPITAL & RESERVES

The Bank’s issued and paid up capital increased to ¥180.88
crore as on March 31, 2018.

During the Financial Year 2017-18, equity shares granted under
the Employee Stock Option Scheme (59,95,121 stock option)
were exercised by eligible employees.
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The capital plus reserves of the Bank has moved up from
34,845.47 crore to ¥5,241.22 crore on account of exercise
of options, credit back pertaining to charging off of deferred
charges/provision on shortfall in sale of assets and fraud
accounts which was drawn from reserves during the FY 16-17
and plough back of profits during the current financial year.

THE CAPITAL TO RISK WEIGHTED ASSETS RATIO (CRAR)-

BASEL-III

The Capital to Risk Weighted Assets Ratio (CRAR) of the Bank as
on March 31, 2018 according to Basel Ill guidelines is 12.70 as
against the statutory requirement of 10.875 (including Capital
Conservation Buffer). Tier | CRAR constitutes 10.41% while Tier
Il CRAR works out t0 2.29%.

The Bank follows Standardized Approach, Standardized Duration
Approach and Basic Indicator Approach for measurement
of capital charge in respect of credit risk, market risk and
operational risk respectively.

LISTING AGREEMENT WITH STOCK EXCHANGES

The Bank’s shares continue to be listed on BSE Ltd. and The
National Stock Exchange of India Ltd. The Bank confirms that it
has paid the listing fees to all the Stock Exchanges for the year
2018-19.

BUSINESS ACHIEVEMENTS

The Bank has achieved a Total Business of %1,27,138.58 crore,
consisting of Deposits of ¥72,029.59 crore and Gross Advances
of 55,108.99 crore as on March 31, 2018.

Deposits

The Total Deposits of the Bank increased from %66,117.49 crore
as on March 31, 2017 to 72,029.59 crore as on March 31,
2018 registering a growth of 8.94%.

The break-up of the deposits as on March 31, 2018 is as under:-

Amount % to total

(R in crore) Deposits

Current Deposits 3,057.63 4.25
Savings Deposits 14,084.11 19.55
Term Deposits 54,887.85 76.20
Total 72,029.59 100.00

The Bank during the year focused on Advances & CASA.

CASA has grown from ¥15,746.34 crore as on March 31, 2017
to %17,141.74 crore as on March 31, 2018, with a growth of
8.86%. The savings Bank deposits grew by 11.08% and current
deposits grew by 8.39% on a year on year basis.

The Bank has accorded priority to meaningful financial inclusion
during the period under reporting while opening new deposit
relationships.

Advances

During the year, the gross advances of the Bank registered
a growth of 17.63%, to touch ¥55,108.99 crore. In spite of
subdued general economic activity, the Bank could do well in the
retail segment including MSME. The Bank is now focusing on
growing the retail lending segment with a view to transforming
the Bank into a Retail Power House by 2020. Accordingly,
the thrust is given to retail loan products, such as housing
loan, vehicle loan, gold loan and MSME loans. The Bank has
taken various steps to achieve the projected growth without
compromising on quality of advances including centralisation of
credit processing and tighter credit underwriting and monitoring
standards.

During the year, the Bank has exceeded the regulatory
prescription on the Priority sector and Agriculture sector. Hence
it was resolved to trade the excess portfolio through Priority
Sector Lending certificates (PSLC). As a result of trading in PSLC
for an amount of ¥4,000.00 crore in general Priority Sector and
%1,300.00 crore in Agriculture, an Income of (net) ¥52.15 crore
was generated. The total Priority Sector advances (net PSLC)
as at the end of the financial year stood at ¥21,757.12 crore
constituting 46.89% of the Adjusted Net Bank Credit (ANBC)
as against mandated 40%. Exposure to agriculture sector(net
PSLC) amounted to ¥9029.81 crore forming 19.46% of ANBC
as at the end of the financial year as against mandated 18%.

Break-up of exposure under Priority Sector as on March 31,
2018 is furnished below:

Amount

(in crore)

Agriculture & Allied activities (including 9,029.81
investments in RIDF) (Net PSLC)

MSME 14,406.78

Other Priority Sector 2,320.53

Total Priority Sector 25,757.12

PSLC (General PS) 4,000.00

TOTAL PS (Net PSLC) 21,757.12

Another major improvement was the implementation of
Committee approach in credit sanctioning. On account of
the same, any credit proposals above ¥10.00 crore will be
discussed and a collective credit decision is taken by a four
member Committee. This eliminates individual bias and ensures
involvement of a group of executives in the collective decision
making process.

Roll out of a centralised credit monitoring mechanism was
another milestone in the improvement of credit administration,
which has resulted in continuous monitoring of accounts above
%5.00 crore.

Yet another milestone was the setting up of a centralised
“collection hub”, which ensures continuous follow up of

10
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potential impairments, follow up through SMS, telecalls, etc.
to enable the Bank to be more proactive in the retail segment.

INVESTMENT

Bank’s gross investment portfolio stood at ¥18,363.08 crore
as on March 31, 2018 compared to ¥19,429.68 crore as on
March 31, 2017, shown a decline of 5.49%. Investment
Deposit ratio moved from 29.40% as on March 31, 2017 to
25.50% as on March 31, 2018. This came on the backdrop of
cut in SLR requirement from 20.00% to 19.50% and portfolio
readjustment for hardening interest rate scenario.

Profit on sale of investment for the FY 2017-18 stood at3179.96
crore. Total interest income from investment for the year was
1269.50 crore. Yield on Investment (Profit + interest earned
to average investments) during the FY 17-18 was 7.64%.
Profitability from investment portfolio moderated during the
year on the backdrop of hardening yield for reasons mentioned
below.

US Federal Reserve has hiked the policy rate by 75 bps during
the financial year 2017-18 and has initiated gradual contraction
in its balance sheet size. With further strength in US economy,
global investors are concerned about possible increase in
inflation forcing US Fed to faster pace of rate hike. This has led
to hardening of bond yield in major advanced economies.

On Domestic front, recent data indicates pick up in inflationary
trend which has led to pause in accommodative monetary
policy. Central Government has readjusted fiscal deficit path to
stimulate the economy and of late, there are concerns on supply
of Government securities exceeding demand. Resurgent crude
oil prices would have negative impact on fiscal deficit, current
account deficit and inflation trajectory. This has led to significant
hardening in G-Sec Yield.

Rising commodity prices and depreciation of Rupee against US
Dollar and increase in the repo rate by 25 bps to 6.25% on June
6, 2018 by MPC, which may lead to higher G-Sec and other
Bond yields in the medium term.

NON-PERFORMING ASSETS (NPA)

During the year 2017-18, as a result of focused and sustained
efforts for early recovery of NPAs, through prompt and effective
measures under the SARFAESI Act, follow up of recovery cases
pending before DRTs and civil courts, one time compromise
settlements of accounts, asset sale to ARC, etc., Bank could
recover NPAs to the extent of ¥659.55 crore (recovery including
up-gradation ¥215.09 crore), as against the target of ¥400.00
crore. Special thrust was given to selection and underwriting
of credit, effective due diligence and improvement in credit
administration to ensure improvement in the quality of assets.

During the year, the Gross NPA of the Bank has increased from
1,149.01 crore as on March 31, 2017 to ¥1,980.30 crore as
on March 31, 2018 and Net NPA increased from ¥674.56 crore
as on March 31, 2017 to %1,415.80 crore as on March 31,

2018. Inspite of the prompt and effective recovery measures,
the fresh slippages of Q4 alone stood at ¥614.00 crores of
which major accounts where from the corporate sector, which
eventually resulted in the increase of gross NPA to ¥1,980.30
crore. In terms of percentages, the GNPA increased from 2.45
as on March 31, 2017 to 3.59 as on March 31, 2018 and Net
NPA increased from 1.45 as on March 31, 2017 to 2.60 as on
March 31, 2018.

DIGITAL AND
SERVICES

Digital Innovation has brought about tremendous changes
across the world in diverse business domains. Banking in India,
is now at the cusp of a digital revolution. Bank’s IT Vision is to
enable technology as a strong strategic support to the Bank,
providing value in key organizational initiatives to achieve
business goals, offer excellent customer service and to ensure
regulatory compliance.

To provide constant focus on customer digital initiatives and
emerging technologies, the Bank streamlined its Information
Technology organization structure by setting up Digital Banking
Department and IT Operations Department. While Digital
Banking Dept. focuses on various customer touch points and
emerging technologies in the digital landscape, IT Operations
Dept. runs all the internal applications. Today, the Bank has a
very rich technology framework at the front and back end which
caters to all requirements of the retail and corporate customers
alike and provides very quick turnaround time.

INFORMATION TECHNOLOGY ENABLED

Retail Customers:

The Bank offers the best of class technology services to cater

to the diverse requirements of Bank's retail clientele. The

technology stack includes well designed customer touch points,

and robust back end systems.

Full Fledged enterprise level systems.

Internet Banking — Sibernet.

Mobile Banking — Mirror +.

All variants of VISA, Mastercard&Rupay Debit Cards are

offered.

ATM, Cash Recyclers (CRM) other Value added services.

Call Centre Solution catering to customers 24/7.

CRM solution providing 360degree view of customers.

Business Process Management (BPM) to enable

centralization.

Technology backed Branch Infrastructure.

Latest version of Core Banking Solution(CBS) from

Infosys, viz. Finacle 10.

Enterprise Risk Management Solution.

ATM network that spread across the country, which supports

Mastercard, VISA and Rupaycards allowing customers quick

access to money. All ATMs are interoperable.

» Mobile Banking(with support for other bank money transfer
through IMPS, P2A, P2M (issuer), USSD, UPI and Bharat QR.

> Missed call services for retrieving balance through SMS etc.

> Online investment in primary and secondary markets offered
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to customers through ASBA, e-trade and e-mutual fund
modes.

Portfolio Investment Scheme for NRIs, allowing them to
invest in Indian equity market.

IMPS Facility to Exchange Houses for Foreign Remittance -
For international client exchange houses/banks, the Bank
has introduced IMPS based fund transfer on a 24*7 basis in
addition to NEFT.

Fraud Risk Management (FRM) Solution for channel
transactions.

Kiosk based Financial Inclusion Solution to enable the Bank
to reach nook and corner of the country, even in remote
villages using technology enabled tools.

Payment Options such as Automated Clearing House
(NACH) Payment Service, Cheque Truncation System (CTS),
RTGS/NEFT etc.

Account Opening for NRI/MSME directly through Bank’s
website.

Instant QR code payments at merchant locations using
Bharat QR, where Customers can use debit card (VISA/
Mastercard/Rupay) as virtual card inside Mirror +.
Introduction of Interoperable Cash Deposit (ICD) Machines
to facilitate remittance through recyclers to other bank
accounts and vice versa.

Enhancement in Security Operation Centre Operations.
Data Center and DR Enhancement/initiatives [DR
Management, Disk based Backup solution at DC, Net
backup Migration at DC and DR, Solaris OS Migration at
DC & DR and Data Center certification].

Automation of procurement and payments.

Robotic Process Automation.

Application Program Interface (API) banking.

Artificial Intelligence based banking services such as bots.
Central Plan Scheme Monitoring System (CPSMS), which
links to the DBT (direct beneficiary transfer) for instant
receipt of Govt. subsidies to the beneficiaries of various
Govt. schemes.

Tab based Aadhaar e-KYC instant account opening for
individual Savings Accounts.

Corporate Customers

*,
<

The Bank has Internet Banking facility, from Infosys
which provides all the workflow capabilities required for
each corporate. Moreover, it offers the security of Digital
certificate integration thereby balancing convenience with
security

The Bank also offers Host to Host Integration facility
("Hi-Hi Banking”) which will handle fund transfer in a
seamless fashion by real time interface with ERP solutions
of corporates. This facility is available for 365*24*7 and the
clients can securely access the system from anywhere
Supply Chain Management Solution caters to the dealer/
vendor financing requirement of corporates

The Bank has started offering business debit cards to the
business customers

*,
o

On the business acquiring capabilities the Bank has full
suite of payment acquiring including POS terminals, Bharat
QR, UPI QR etc. which gives the merchants a whole host of
accepting payments instantly from their customers.

Digital/Technology initiatives/solutions embarked during

the year
Services/solutions that the Bank has launched during the year,

Full-fledged implementation of GST in the CBS. GST
collection and flow of invoices from the Bank to the GSTN
network is done in a seamless manner

e-Academia allows parents to remit fees online using Debit
Card/Credit Card/Net Banking without waiting in a long
gueue to remit the fees of their children

FEEBOOK - online event based fund management/collection
portal, with a tagline ‘You Decide You Collect’ allows
organizations/institutions/associations ~ conducting  any
number of events with fees involved in it to create their own
payment portals, do any modifications on their payment
portal, and view the payment reports as and when required.
Payments can be made through Payment Gateway solution
offered by the Bank

Supply Chain Finance Scheme, the Bank has introduced
(1) Vendor Finance Scheme to address financing the
vendors/suppliers of raw-materials, components etc. to
manufacturing companies (referred to as corporate) and (2)
Dealer Finance Scheme to finance dealers of the products
manufactured by corporate.

Migrated on premise e-mail solution to the cloud based
email solution

Optimizing infrastructure using Virtual Machines

The Bank has implemented second factor authentication in
CBS for branch user login. This is to strengthen the user level
login security with efforts to curb the practise of credential
sharing among employees

Implementation of Straight Through Processing (STP)
between CBS and SWIFT. All types of SWIFT messages are
automated and inward processing of SWIFT messages has
also been brought into the purview of STP.

Implementation of automated DR management solution
-Ensures that applications can be resumed from DR site
during any disaster as per the defined RTO (Recovery Time
Objective)

LOS (Loan Origination System) was introduced in the Bank in
phased manner for Retail & SME loans, for scaling up of
loan volumes and quick processing of loan application from
centralized hubs with reduced TAT

Implementation of Process Automation Solution -
Automation solution for converting Non STP processes to
STP to ensure Secure, seamless and automated Data Transfer
across different nodes

Aadhaar linking/seeding enabled across all customer touch
points
Implemented NACH H2H automation mechanism by which
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mandate management & ACH processing is happening via
STP process

e SIB is the first Bank to be certified as EMV enablement as
Issuer on ATMs.

e Anti skimming solution in ATMs to safeguard ATMs and
especially ATM customers from loss and fraud

e Introduced MasterCard Business Debit Cards

e Dynamic Currency Conversion Support for MasterCard
International Transactions- Foreign MasterCard card holders
will be able to withdraw money from Bank’s ATMs by
knowing the transaction value in their home currency

e Introduction of Payment Gateway Service in tie-up with M/s
Worldline has become an important tool for acquiring float
funds and new business relationships

e Bharat Bill Payment Systems — BBPS which will offer
integrated and interoperable bill payment services to
customers across geographies with certainty, reliability and
safety of transactions

e NETC - National Electronic Toll Collection — which helps
the vehicles with a RFID tag to pass through the toll plazas
across the country, seamlessly

e Bharat QR issuing and acquiring- QR based transactions by
making use of debit cards and UPI

e Enabled GST Payment ,Online Loan against deposit opening,
IT Retuns — efiling, Online Mutual Fund Service, Funds
Transfer to Virtual Accounts through Internet Banking

e Block Chain Based Cross Border Remittance Solution,
an important technology set to completely improve the
remittance system and potentially assist and improvise the
existing bank settlement system, and active participation
on other block chain consortiums focusing on different
implementation projects.

e Digital Onboarding — CASA and Insurance. In addition to tab
banking and quick opening in branches based on Aadhaar,
the Bank has also introduced end to end digital on boarding
for insurance products of Bank’s partners.

Awards and Certifications received on Technology front

» South Indian Bank has won five technology awards during
the Indian Banking Association (IBA) Technology Awards
2018.

1. Winner- Best Technology bank of the Year

2. Winner- Best payment initiatives

3. Winner- Best use of Digital and Channel technologies
4. Runner Up- Best Financial Inclusion initiatives

5. Runner Up- Best IT risk and Cyber Security initiatives

> Digital India Excellence Award 2017 for its innovation
in mobile app 'Digital e-lock’ in the 5th PAN-IIM World
Management Awards 2017.

» ‘'Best Bank Award for Digital Banking among Small Banks'’
and ‘Best Bank Award for High Performance IT Ecosystem
among Small Banks' in the thirteenth edition of the IDRBT
Banking Technology Excellence Awards 2016-17.

» The Bank is one of the seven banks in the “India Trade
Connect”consortium set up jointly with Edgeverve (wholly

owned subsidiary of Infosys) to run a project on domestic
trade finance. This project was awarded the CelentModel
Bank 2018 Award for the Trade Finance and Supply Chain
this year.

IT Training

During the year, many training programmes had been attended
by the Bank’s officers in premier institutions such as IDRBT, NIBM,
IBA, UIDAI to keep themselves abreast with the advancements
in IT, Information Security, CRM, Databases, Operating Systems,
Virtualization, Network, Mobile banking etc.

Information Security and Risk Management

>

As banks adopt sophisticated technology to roll-out the
best banking solutions to customers, they are increasingly
exposed to technology risks. It is therefore imperative for
each bank to work out appropriate IT risk management
strategies to secure its most vital information assets and to
ensure that related risk management systems and processes
are strengthened for smooth and continuous banking
operations.

IT Departments including Data Centre and DR Site are ISO
27001 certified for the implementation of Information
Security Management System (ISMS). As a part of ISMS
implementation, the Bank has prepared IS Security Policy
and related IT risk management procedures.

The Bank also ensures that all cyber security requirements
as per statutory/regulatory guidelines and best industrial
practices are implemented on priority basis.

The organization structure is revamped with setting up of
CISO Office for surveillance on the security architecture/
infrastructure and for coordinating security incident-
response activities. Information Security Committee, IT
Strategy Committee and the Board of Directors periodically
review the cyber security posture of the Bank. The Bank
has formulated Cyber Security Policy and Cyber Crisis
Management Plan to provide guidance in addressing various
cyber threat scenarios. The Bank has also identified various
types of IT risks and the required preventive, detective and
corrective cyber security controls are being implemented.
The Bank has also ensured that Security Operation Centre
(SOC) does 24*7 surveillance and keeps itself regularly
updated on the latest nature of emerging cyber threats.
The Bank has implemented advanced security solutions to
manage any type of cyber-attacks.

Employees are updated with the latest security threats and
the best security practices.

The Bank provides cyber security awareness to its customers
on a continuous basis through various channels like SMS/
Email/Website/Social media etc.

Gopalakrishna Committee Recommendations

Management Philosophy & Measures for the effective

implementation of Cyber Security Framework

>

Effective measures have been taken to address the identified
gaps in each area such as IT Governance, Information
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Security, IT Service outsourcing, IS Audit, IT Operations,
Cyber Frauds, Business Continuity Plan (BCP), Customer
Education and Legal issues. The IT Organization setup has
been redrawn to suit the functions/roles specified in the
recommendations with segregation of duties. Information
Security policy is revamped incorporating various guidelines
and stipulations mentioned in the report. In addition, other
IT Policies such as IT Operation Policy, IT Governance Policy
and IT Outsourcing Policy are also enforced.

IT Strategy Committee of the Board, IT Steering Committee
and Information Security Committee are in place. Cyber
security preparedness of bank is reviewed by Information
security Committee, IT Strategy Committee of Board and
Board of Directors on a quarterly basis.

TRANSACTION BANKING DEPARTMENT [TBD]

Transaction Banking Department, which has come in to being
in August 2015, undertakes the following functional operations
in centralized environment with a view to bring standardization
of process and procedures, scalability in line with business
expansion and compliance to regulatory and statutory
requirements, besides enforcement of internal controls.

Functional Division Functional Operations Covered
Retail Liability Opening of CASA - SB,CD, NRI
Operations (CPC) Creation of Customer
Customer Modifications - Retail & Customer
Unification of Customer
Opening of Loan Accounts (FB and NFB limits)
Renewals and Enhancements
NPA Upgrading
Capturing Risk rate/score
Ensuring Collateral entries (SGMS)
Income Leakage Identification & Recovery
RTGS/NEFT
PFMS - Aadhaar Mapping
PFMS -DBT
PFMS- WPS (Wage Protection System)
(TS Operations
NACH Operations
Debit Card
Internet Banking
Mobile Banking
Post Open Welcome Kit (POWK)
Channel Reconciliation (Debit Card, Internet Banking,
IMPS, UPI, Prepaid Cards)
Customer Support Center Operations
Concurrent Audit (Channel Reconciliation and CPC
functions) rectification
ATM cash replenishment outsourcing operations
RLO outsourced operations under BC Model
Door Step Banking Operations

Consolidation of functional operations under TBD with
increased operational efficiency is being carried out to make
it as Centre of Excellence. For TBD functions, Kochi will be the
primary operation centre with Coimbatore as the BCP centre.
CTS functions will get consolidated at CHENNAL.

Retail Asset Operations
(CDMC)

Payment & Settlement
Operations (PSD)

Service Operations

Support Operations

Audit & Compliance
Function
Ancillary Operations

COMPLIANCE DEPARTMENT

The Bank has institutionalized a strong compliance culture and
mechanism across the organization, pursuant to its strategic
goals of transparency and trust, among all its stakeholders. The
Bank has a dedicated independent Compliance Department
headed by a Dy. General Manager for ensuring regulatory
compliance, across all its businesses and operations. The key
functions of this department includes, dissemination of key
regulatory updates affecting the various business verticals of
the Bank, review of processes from a regulatory compliance
perspective, provide guidance on compliance-related matters,
impart training to employees on compliance aspects, among
others.

BUSINESS DEVELOPMENT DEPARTMENT

In order to strengthen the focus on business growth, exclusive
full-fledged Business Development Dept. has been formed in
Jan, 2016.

Business Development Department is providing continuous
mentoring for both the Deposit and Advance portfolio of
the Bank, review of daily/weekly business position of all ROs/
Branches, conducting of conference & meetings to promote
Business Growth, Compilation of Business Strategy Document
of the Bank & follow up for compliance, Providing potential
customer leads to Regions and Branches, mentoring of Green
channel branches (Potential branches for advances growth), loss
making branches & low advance base branches, Mentoring of
Business campaigns etc.

Salient strategies of the Bank as per Business strategy plan
(FY 2017-18 to FY 2021-22).

In compliance with the recent SEBI circular, the Business strategy
plan of the Bank inter-alia, includes the following:

To grow in credit portfolio at a considerable level per annum
To give more focus on growth in CASA.

Garnering of more business from Retail, Agri. & MSME
sectors, rather than focus on large corporate advances.
Introduction of alternative business channels such as BCs,
DSAs & DSTs with special emphasis on CASA, Retail, Agri. &
MSME advances.

Ensuring that expected recoveries are taking place, by
deploying effective collection, monitoring & recovery
mechanism.

Opening of more branches in Regions in state where branch
network is less.

Multiple tie ups for third party product business growth,
thereby to improve fee based income.

Promoting Digital on-boarding.

Usage of latest technologies such as Chat bots, Block chain,
Cloud computing etc. for creation of digital products with
better features.

Gradually increase the size of equity portfolio of performing
sectors for better treasury profits.

Introduction of Forex Business Development Officers for
improvement of Forex business.
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e More focused efforts in improving the quality of training
programmes and effective utilization of training budget for

reducing the skill gaps of the staff.

BUSINESS INTELLIGENCE AND ANALYTICS

The Business Intelligence & Analytics Department was formed in
April 2018 with the prime objective to provide valuable insights
to the various stake holders of the Bank by using industry
best practices in data analytics and leverage predictive &
prescriptive data science tools to improve the Business,
Customer Relationship, Operational efficiency, Strengthen the
reporting systems. A single Centralized Data Repository with
data collaborated both from internal systems as well from
external sources facilitates to better understand and monitor
the customer behaviour thus enabling personalized products
and targeted marketing and thereby increasing the revenue and
profitability.

RISK MANAGEMENT

Risk is an integral part of banking business. Risk Management
underscores the fact that the survival of an organization
depends heavily on its capabilities to anticipate and prepare
for the change rather than just waiting for the change and
react to it. The objective of risk management is not to prohibit
or prevent risk taking activity, but to ensure that the risks are
consciously taken with full knowledge, purpose and clear
understanding so that it can be measured and mitigated.
The essential functions of risk management are to identify,
measure and more importantly monitor the profile of the Bank.
Managing risk is fundamental to banking and is the key to
sustained profitability and stability. Management of risk aims
to achieve best trade-off between risk and return and to ensure
optimum Risk Adjusted Return on Capital (RAROC). Sound
risk management is critical to a bank’s success. Business and
revenue growth have therefore to be aligned with Risk appetite
in the context of the risks embedded in the Bank’s business
strategy and balance sheet. Of the various types of risks the
Bank is exposed to, the most important are credit risk, market
risk and operational risk. The identification, measurement,
monitoring and mitigation of risks continue to be key focus
areas for the Bank. The risk management function attempts
to anticipate vulnerabilities at the transaction level or at the
portfolio level through quantitative examinations of embedded
risks. The risk management strategy of the Bank is based on a
clear understanding of various risks, disciplined risk assessment,
risk measurement procedures and continuous monitoring for
mitigation. The policies and procedures established for this
purpose are continuously evaluated and benchmarked against
the best practices followed in the industry. Through continuous
refinement/improvement of the risk measurement/management
systems, including automation of feasible processes, the Bank
aims to ensure regulatory compliance as well as better return
on and utilization of capital in line with the business objectives.
While Non Performing Assets are the legacy of the past in the

present, Risk Management System is the pro-active action in the
present for the future.

Risk Appetite

Risk appetite of the Bank refers to the level of risk that the banking
organization is prepared to accept in pursuit of its financial and
strategic objectives, before action is deemed necessary to reduce
the risk. It is determined through the assessment of risk taking
capabilities of the Bank in the form of sound risk mitigation
techniques and capital base. Risk Appetite forms a key input to
the business and capital planning process by linking business
strategy to risk appetite. Risk appetite of the Bank is defined
by the Board of Directors through the Risk Appetite Framework
which encompasses the general risk appetite of the Bank as
well as risk appetite with respect to specific categories of risks.
Qualitative and quantitative measures, risk tolerances as well as
targeted limits for various categories of risks are included within
the risk appetite and are monitored on a quarterly basis. The
framework ensures that aggregate risk exposure of the Bank is
always within the desired risk bearing capacity.

Risk Management Policy Framework

The Bank has a comprehensive policy framework which
contains separate policies for identification, measurement and
management of all material risks including but not limited to
credit, market, operational, liquidity and other Pillar-l risks. The
Bank has put in place an integrated risk management policy
which ensures independence of the risk governance structure.
The details of risk management practices are provided in
Management Discussion and Analysis Report annexed to the
Director’s Report.

Compliance with Basel lll And Basel Il Framework

In compliance with regulatory guidelines on Pillar | of
Basel Ill norms, Bank has computed capital charge for credit
risk as per the Standardized Approach, for market risk as per
the Standardized Duration Method and for operational risk as
per the Basic Indicator Approach. To address the issues of Pillar
Il, the Bank has implemented ICAAP (Internal Capital Adequacy
Assessment Process), to integrate capital planning with
budgetary planning and to capture residual risks which are not
addressed in Pillar |, like credit concentration risk, interest rate
risk in the banking book, liquidity risk, earnings risk, strategic
risk, reputation risk, pension obligation risk etc. The Bank has
adopted a common framework for additional disclosures under
Pillar Il for adhering to market discipline norms of Basel Il and
Basel Ill guidelines. This requires the Bank to disclose its risk
exposures, risk assessment processes and its capital adequacy to
the market in a consistent and comprehensive manner.

The Bank has taken progressive measures for upgrading its
systems, policies and procedures to achieve preparedness in
implementation of advanced approaches prescribed by Basel/RBI
for credit, market and operational risks. The Bank leverages its
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Enterprise Wide Integrated Risk Management (EWIRM) solution
for measurement and monitoring of capital requirements under
standardised/advanced approaches. Further EWIRM solution
accelerates the Bank’s ability to meet qualitative requirements of
advanced approaches such as conduct of RCSA, development
of VaR models/B-scorecards etc. in an effective manner.

INTERNATIONAL BANKING

The total forex business turnover for the year ended 31st March
2018 was %3,99,151.48 Crore (comprising Merchant Turnover
14,992.28 crore and Interbank Turnover ¥38,4159.20 crores)
recording an increase of 49.57% as compared to the previous
financial year. Bank earned an exchange profit of ¥31.63 crores
for the FY 2017-18.

At present the Bank is having Rupee inward remittance
arrangement with 4 Banks and 34 Exchange Houses and
turnover for the year ended March 2018 was ¥8,481.60 crores.
The Bank has concluded speed remittance arrangement during
the FY 2017-18 with the following Exchange Houses:

e PFG Forex Pty. Ltd., Australia

e International Exchange Co. (S) Pte. Ltd., Singapore

e Unikremit Financial Services, Hong Kong

e Noor Ahalia Exchange, AbuDhabi

The Bank has continued providing managerial support to
M/s Hadi Express Exchange, UAE. The Bank has presently
deputed 12 officers of the Bank to manage the operations of
Hadi Express Exchange. Considering the scope in improving the
remittance business through arrangements with EH’s, the Bank
has deputed eight officers to UAE with UAE Exchange Centre,
Al Ansari Exchange, Al Ahalia Money Exchange Bureau, Hadi
Express Exchange and Al Fardan Exchange, three officers to
Qatar with City Exchange, Doha, Qatar, Al Dar For Exchange
Works and M/s AlFardan Exchange LLC, Doha Qatar and one
officer to UAE Exchange Centre W.L.L., Kuwait.

In order to provide more thrust on Trade Finance as a business
portfolio, an exclusive centralized operation wing has been
formed under TBD named as Centralized Trade Finance
Operation Branch and the same has become operational
w.e.f. 01.01.2018. Hence all forex operations are now being
handled by CFTOB and IBD functions will be more focussed to
compliance, policy and business development and nostro vostro
relationships.

By centralized trade finance operations at a single location,
deploying talented sources, Bank will be able to impart
professional services to its customers ensuring strict FEMA/
RBI guidelines. Presently all inward remittances, outward
remittances and import transactions have been centralized and
centralization of export bills is in progress.

NRI PORTFOLIO

The NRI deposits constitute 26.21% of the total deposits and
NRI' CASA is 23.31% of total CASA portfolio. The Bank is

having a separate NRI Division exclusive for NRI related services,
at Retail Banking Department, Kalamassery, Kochi, headed by
Assistant General Manager and its functions and working are
monitored by Joint General Manager and Country Head Retail
Banking. Dedicated officers and staff working in NRI Division
are rendering exemplary support and assistance to Bank’s NRl's
and in turn all the branches give impetus to the growth of NRI
business of the Bank. The Branch level NRI Relationship Officers
and the NRI Desk functioning in major NRI Business Branches
are giving special care and attention to Bank’s NRI clientele.

The first Representative Office of the Bank has started
functioning in Dubai since 25.04.2018 which is headed by
Chief Representative Officer. Presently the Bank has 12 NR
Relationship Managers deputed in 3 different countries viz. UAE,
Qatar and Oman who are reporting to Representative Office at
Dubai. Apart from this, the Bank is giving managerial support to
M/s Hadi Express Exchange from 2006 onwards which is
presently headed by Scale V officer. 11 Officers of the Bank are
deputed to M/s Hadi Express Exchange House in UAE which is
having 8 branches in UAE.

South Indian Bank is authorized by RBI to administer the
Portfolio Investment Scheme for NRIs for which the Bank has
a PIS Cell under Retail Banking Department. The Bank has tie-
up with M/s Geojit BNP Paribas Financial Services Ltd. for the
broking side. Ernakulam NRI branch (0307) is the RBI designated
branch for offering PIS facility.

The Bank is providing a wide array of Third party products like
Mutual Fund, Life insurance, Health Insurance, National Pension
Scheme and Demat facility to NRI Clientele. Customers can
avail online banking facility e-invest to open/invest/Redeem in
Mutual Funds. PFRDA, a statutory body established by Govt.
of India, has designated the Bank as POP agent, authorised to
collect and invest in National Pension Scheme.

Bank’s mobile application ‘SIB Mirror Plus’ created a wide
impact among NRI Customers as its beauty has increased with
the addition of IMPS facility. Opening of Fixed Deposit and
Recurring Deposit through online mode has also made banking
much easier for NRI Patrons. Loans against Fixed Deposit can
be availed online through Internet Banking platform. The
Bank is providing executive transit stay facility to our HNI NRI
Customers, in major cities.

In order to have an intimacy and personal interaction, with HNI
NRI's, NRI Meets were conducted at various centres in Kerala &
selected Overseas Centres like Kuwait City and Muscat during
the FY 17-18. The NRI Meets was a great opportunity for Bank's
top executives to interact with beloved HNI NRI customers.
All these efforts coupled with the service and efforts of each
and every SIBIAN working all over India and abroad resulted
in achieving 12.06% growth in the total NRI Deposit during
the financial year 2017-18 and helped in achieving another
milestone of crossing ¥18,500.00 crores of NRI Deposit.
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TRAINING

The Bank accords utmost importance to skill enhancement of
staff members. Training Programme is conducted at SIB Staff
Training College (SIBSTC), Thrissur and at 7 Regional Training
Centres (RTCs) for development of professional skills. Training
programmes are designed to develop competency of operating
personnel while imbibing the SIBIANS’ spirit and culture through
an effective learning process. The success of these programmes
reflects on the enhanced organizational productivity. SIBSTC and
the RTCs identify skill gaps in the personnel and provide support
for qualitative improvement. Staff members are also nominated
to external training centres for being trained in specialized areas
as well as to have higher exposure. During the financial year
2017-18, the Bank has imparted training to 4,240 officers,
1,689 clerks and 279 sub staff in various aspects of banking
operations. A total of 6,405 personnel were trained during the
FY 17-18, which is about 81% of total staff strength of 7,946
as on March 31, 2018. This is in consonance with the Bank’s
priority of continuous up-gradation of skills to ensure that the
staff members meet the rising expectations of customers and
discharge services professionally covering the entire gamut of
banking operations. In addition to six RTCs located at Delhi,
Mumbai, Kolkata, Hyderabad, Chennai & Bangalore, one more
RTC at Coimbatore has started functioning during the Financial
Year 2017-18.

RETAIL BANKING DEPARTMENT

The Retail Banking Department focuses primarily in increasing
retail business for the Bank through customer acquisition and
retention. The Retail Banking Department has two verticals
Retail Liabilities & Retail Assets. The Liability vertical constitutes
the entire retail liability portfolio of the Bank including Core
Deposits, CASA, NRI Business, Marketing of Third Party and
Digital Products. Apart from the above the department also
plays a vital role in ensuring continued product development
and promotion by creating awareness on products and by
driving customer-centric campaigns.

Technology Products of the Bank

Digital technology is transforming the way customer interacts
with the Bank. Demonetization has brought in a wave of
digitalization in the country. In coherence with the changes
in the industry, the Bank has also strengthened the digital
banking space. The Bank has effectively leveraged technology
and introduced several variants of traditional products and
new e-based services, tailor-made to the diversified needs of
customers. Technology services like ATM/Debit cards, Internet
banking, Mobile banking etc. have transformed the customers’
digital banking experience from branch banking to anytime,
anywhere banking. Bank has set up a separate Digital Banking
Department to take care of product development and process
improvement of all technology products.

¢ SIB ATM cum Debit Cards: The Bank is offering Visa, Master
and RuPay debit cards to its customers. For the premium

segment the bank is also offering NFC Cards which utilizes
the latest technology enabling the Tap & Pay feature. Bank
has introduced Business Debit cards Exclusively for SME
customers with tailor made offers for the business segment.
Bank has prepaid cards in RuPay platform and these
cards can be used similar to Debit cards for Online/POS
transactions. These cards can be preloaded and are being
used by customers as a preferred gifting option. This product
has also gained its position in the corporate segment
wherein this is used for employee/client gratification.

The Co-Branded Credit Card launched in association with
one of the major players in Indian Credit Card industry, M/s
SBI cards has gained popularity across the country. Under
this arrangement the bank offers two of the most sought
after variants - Simply SAVE Credit Card and Platinum Credit
Card.

The Co-branded Foreign Currency Travel Card launched
in association with Axis Bank is specifically designed for
customers who travel abroad. This Travel Card can be
loaded in 16 currencies (USD, EUR, GBP, SGD, AUD, CAD,
JPY, CHF, SEK, THB, AED, SAR, HKD, NZD, ZAR, DKK) and
make payments while travelling to multiple countries.
Internet Banking: The internet banking service under the
brand name “SIBerNet” has helped to position the Bank as
a technology-driven Bank offering superior banking services
to both retail and corporate customers. In addition to NEFT/
RTGS and within bank fund transfer facility, the Bank has
implemented IMPS (Immediate Payment Service) facility
which offers 24x7 fund transfer facility to all including
NRI customers. The Bank has also facilitated various online
investment options such as opening of Recurring Deposits
(RD), Fixed Deposits (FD) & facility to avail Online Loan
against Deposits (FSLD). More investment options such as
online Mutual Fund is also incorporated which provides
added benefits to the customers. The Bank has also
introduced Bill Pay & Recharge service to help the customers
to make payment towards their various bill payment from a
single platform. SIBerNet is also enabled with Tax payments
including GST Payment and e-Filing of income tax and
thereby enables customers to conduct their tax payments
and filing of returns at the comfort of their homes/offices.
Mobile Banking: Bank has introduced its new mobile
banking application SIB Mirror+ to provide a next generation
digital banking experience. The new app, which is available
to both Domestic and NRI customers, is loaded with features
such as Self Registration facility, E-statement, Bill Payment
module, within bank, NEFT, IMPS & UPI 24X7 fund transfer,
e-lock, Mobile/DTH Recharge, Social Money and Scan & Pay
option using BHARAT QR and UPI etc. Mobile Banking app
is also further enhanced with SiberMart (Online Shopping
Portal) & FeeBook (Online Collection Portal).

Mobile Banking also has innovative feature, e-Lock, in
mobile banking apps which secures the customer account
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from any kind of fraudulent or unauthorized transaction.
The Bank is the first bank in the country to introduce such
a product and many in the industry have been bringing out
similar products since then.

Unified Payment Interface (UPI), “Future of payments”
is transforming the digital payment space. The Bank
has introduced UPI features in Bank’s mobile banking
application SIB Mirror+ (BHIM UPI Pay). SIB is the first Bank
to upload UPI app in Google Play store. The UPI module
is having features such as send money to virtual address,
collect money, Aadhaar fund transfer, scan and pay, etc.
Bank has also launched a Mobile application for merchants,
UPI-POS for accepting payments through UPI channel. UPI
has gained wide acceptance among the customers.

Point of Sale (POS): The Bank is offering three types of POS
terminals - PSTN (wired terminal), GPRS (wireless) and M-Pos
(Mobile Pos) in association with M/s Atos Worldline India
Pvt. Ltd., the market leader in India in this segment. During
demonetisation, the Bank could reach out to valuable
customers by providing ample number of terminals and
thereby mitigating the shortage of cash.

FASTag: South Indian Bank implemented NETC FASTag (in
association with National Highways Authority of India (NHAI)
and National Payments Corporation of India (NPCI)) in the
month of February 2018 offering, hassle-free movement
of vehicles through toll plazas. Any vehicle with a FASTag
(RFID) tag can cruise through the Toll gates wherein the toll
payment is made digitally. SIB NETC FASTags are available
for both SIB Customers and Non-customers.

SiberMart: The Bank has introduced an online shopping
portal that enables customer to compare prices between
different market places like Amazon, Flipkart, Tatacliq etc.
This gives an added advantage to the customer in ensuring
the Best Buy.

Payment Gateway: Internet Payment gateway service
provides a platform for the online e-payment transaction
between a shopper/client and merchant. Payment Gateway
can be integrated in the website of the merchant and
customer/client can directly pay the amount using Debit
Card, Credit Card, Internet Banking, E- Wallets etc.
Feebook: FeeBook is an event based fund management/
collection portal, which can be customized by the
organization/merchant all by themselves. FeeBook, comes
with a tagline, 'YOU DECIDE, YOU COLLECT’. In Fee Book,
the organization has the flexibility of deciding & customizing
the entire collection cycle. This can be integrated to the
existing Website of the Client or can be provided as a
separate Portal.

Hi-Hi Banking: This is a Host to Host fund transfer
application facilitating seem less transfer of funds between
accounts that can be initiated by the client from his host
system without Banks intervention. This can be integrated
to the customers ERP system.

Remote Cheque Printing: This facility enables corporates

to process the bulk issuance of cheques/dividend warrants
etc. through a system driven model affixing the facsimile
signature of the authorised signatory.

e Social Media & Digital Marketing: The Bank has made its
presence in all major social media platforms like Facebook,
Twitter, Instagram, Linked In, YouTube etc. The Bank has
been instrumental in utilizing these channels in creating
better engagement and awareness among customers
about its innovative products and services. The latest
digital marketing models are being adopted to reach out to
customers across the globe in the most cost effective and
sought after means.

Third Party Products

Insurance: As per the approvals received from IRDAI the Bank
has opted for Multiple Corporate Agency Model with effect
from 1st April, 2016. As per this model the Bank is allowed to
tie-up with three partners in Life, Health and General Insurance
streams. The Bank has tied-up with Kotak Mahindra Life
Insurance Co. Ltd. and SBI Life Insurance Co. Ltd. in addition
to the existing partner Life Insurance Corporation of India for
soliciting life insurance. As the second partner for General
Insurance in addition to Bajaj Allianz General Insurance Co. Ltd.
the Bank has tied-up with The New India Assurance Co. Ltd.
The Bank has also tied-up with Max Bupa Health Insurance Co.
Ltd. and Cigna TTK health Insurance Co. Ltd. for sourcing health
insurance business. FY 2017-18 was very fruitful for insurance
business and income worth 12.62 crores was generated Vs 3.4
crores for financial year 2016-17.

Mutual Funds: Mutual Fund is a popular form of investment
since it provides the advantages of professional portfolio
management and dividend reinvestment. The Bank has tied
up with 15 leading Mutual Fund companies thereby offering
a variety of mutual fund products to customers. Bank’s AMFI
Registration Number is 3845. Asset Under Management (AUM)
of the bank is 60 Crores as on March 2018. With the aim of
increasing mutual fund business and thereby increasing third
party income, the Bank has launched a new online mutual fund
platform ‘SIB e-Invest’ to facilitate online purchase & sale of
mutual funds has been introduced for branches. Customers
approaching branches can create investment account and
perform purchase/sales of mutual funds through this platform.
After the successful launch of 'SIB e-Invest’ — the Online Mutual
Fund platform in branches, the Bank has extended the facility
for all single/individually operated retail SiberNet users also.

Bonds: The Bank has been enrolled as a Channel Partner for the
distribution of bonds issued by different companies, through
Bank’s tie-up with IFIN — a subsidiary of IFCI (Industrial Financial
Corporation of India) Financial services Limited. Through this tie-
up the Bank has been enrolled as a channel partner of IFCI for
the distribution of capital gain bonds and tax free bonds

Depository Services: The Bank offers Depository services for
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the benefit of its customers. Through this facility, customers can
hold their securities in electronic form in demat account with
M/s Central Depository Services (India) Ltd. (CDSL). For e-trading,
the Bank offers SIBerTrade — the online trading facility to buy/
sell stocks for its domestic customers from stock exchanges in
India through tie-up with M/s Geojit Financial Services Ltd. &
M/s Religare Securities Ltd. Customers are also having the option
of trading through mobile application at their comfort zone
where the Demat Account and Bank account will be with us
and the trading account will be with either M/s Geojit Financial
Services Ltd. or M/s Religare Securities Ltd.

SEBI has also registered the Bank as Self Certified Syndicate
Bank (SCSB) for accepting application under Application
Supported by Blocked Amount (ASBA) through all the branches
of the Bank. ASBA enables the Bank’s customers to apply for
IPO/FPO, Rights issue etc. by marking a lien on the account
instead of actual debit at the time of applying, which is more
beneficial for the customers. The Bank has participated in 150
issues (including IPO/FPO/NCD/Rights Issue) in FY 17-18.

Portfolio Investment Scheme (PIS) — An extensive share
trading facility for NRI customers through tie-up with M/s
Geojit. Under PIS, NRI customers can directly invest in the Indian
securities market through recognized stock exchanges under
repatriable/non-repatriable basis.

New Pension System: The Bank acts as a Point of Presence
to provide services to subscribers of New Pension System
introduced by Pension Fund Regulatory and Development
Authority (PFRDA). All branches of the Bank are designated for
collecting NPS applications and contributions. An additional tax
benefit of I50000/- under Sec. 80 CCD (1B) was introduced
for NPS contributions. APY was introduced by Govt. of India
in place of NPS Lite providing minimum assured pension from
¥1,000/- to 5,000/~ to subscribers is also available to Bank’s
customers.

SIB E-Pay: In association with BSNL, the Bank is facilitating the
payment of BSNL Landline bill of its customers through their
accounts maintained with the branches. A customer can avail
this facility by submitting a mandate form at the branch where
the account is being maintained. Once registered, the BSNL
landline bill of the customer will be automatically debited from
the customer’s account every month. The key feature of this
facility is that it is totally hassle free and is offered free of cost
to the customers.

Cash Management Service (Premium Collection): The Bank
is offering Cash Management Service (Premium Collection) to
customers in association with Tata AIG, Exide Life Insurance Co.
Ltd. (formerly known as ING Vysya) and ICICI Prudential Life
Insurance Co. Ltd. Under this arrangement, Bank’s customers
as well as walk-in customers can remit life insurance premium
through branch counters. This facility is offered free of cost to
customers.

Centralized Direct Debit service: The Bank has entered
into tie-up with leading aggregator M/s Billdesk Services for
Centralized Direct Debit arrangement. Through this tie up Bank’s
customers will be able to make regular payments like monthly/
quarterly/half yearly payments of Mutual Fund SIP investments/
Loan EMIs (Vehicle/Equipment Loans)/Insurance premium etc.
by directly debiting their account and thereby making the
payments to various billers/institutions. This facility is available
to all customers irrespective of their branches being located
in ECS/non-ECS locations. The Bank has similar arrangements
with 4 companies - TVS Credit Services, Sundaram Finance Ltd.
Shriram City Union Finance and Bajaj Finance Ltd.

BUSINESS CORRESPONDENTS

The Bank has started the Corporate Business Correspondent
model in the Bank with effect from April 2017. Two vendors
M/s Fino Paytech Ltd. and M/s Basix Sub-K iTransactions (later
withdrew themselves from the project) were selected as the
Corp BCs. The Corp BC provides the BC sub agents who are
deployed to various branches, to canvass SB and CD accounts
and retail loans, for increasing the CASA portfolio of the Bank.
The Bank has started the BC model in Ernakulam region and
now it is extended to Mumbai, Pune, Chennai, Bangalore and
Ahmedabad.

Customer Support Centre (Call Centre)

As per the Bank’s vision to become a retail powerhouse, the
customer support centre (call centre) has been elevated to form
a customer Experience Group (CEG) to enhance the customer
satisfaction. Now, with a focused approach to generate business
and thereby to improve customer product ratio, the CEG is
expected to become more of a profit centre rather than just a
support team.

Liability

CASA Initiatives

e The Bank is among the pioneers in offering Mahila Savings
Accounts with unique feature of insurance. Based on the
market study the Bank had revamped the existing Mahila
Plus scheme adding more customized features for women.
In essence, bank is aiming to penetrate more among the
women folk and vyield a certain amount of revenue by
offering comprehensive package and strengthen CASA
portfolio. The salient features and offers of Mahila Delight
are comprehensive insurance coverage at a nominal cost,

concession in locker rent & loan processing fee and much
more.

e Trader Smart current accounts are introduced during the FY
with lot of free facilities and exemptions in cash handling
charges to greater extend. The account is embedded with
features like sweep in, sweep out, Doorstep banking, POS
facilities etc. The account is designed keeping in mind the

requirements of Traders in general and the performance in
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the first year is encouraging w.r.t. the average balances in
the account.

e During the FY the Bank has launched SIB Elite Senior and
Mabhila Elite for catering to the needs of pensioners and
Senior citizens in particular. The accounts are having very
attractive features like sweep in, sweep out, Door step
banking, Unlimited ATM free facility etc. the Bank had
conducted regional level launch program at 20 Regional
offices.

e During the FY the Bank has revamped the existing GSS
Accounts and introduced GSS Smart & Executive for salaried
class of people. Being a salary saving account, this account
has got features of both saving account and salary account,
which is basically a Zero — balance account. Salary OD is an
attractive feature of this account along with other benefits
like concession in loan processing, locker rent, free internet
banking, mobile banking, demat account opening and
many more.

e Government Business Cell was formed two years before
with a focus on canvassing Government accounts and for
the liaising with Government departments. The Cell was
able to canvass substantial fresh CASA in the last financial
year and able to bring good number of government
accounts in the kitty. In order to scale up the government
business portfolio of the Bank to further heights, many new
initiatives are being implemented.

e Priority Banking Service — South Indian Bank Prime
Platinum and Prime are exclusive Priority Banking Services
offered to the customers who make their relationship with
the bank mutually rewarding with benefits and offerings
that enhance the privileges enjoyed by them. As a Priority
Banking Customer, they have the advantage of enjoying
customized benefits that recognize their total relationship
with the Bank and have been tailored to suit their individual
needs.

The privileges of SIB Prime Platinum and SIB Prime are not
exclusively limited to the customers alone: some of those
benefits also get extended to their families as well. As a
Priority Banking client, the customer would have access to
Red Carpet treatment at SIB Branches across the country.
Also with the launch of Priority Banking, it is envisaged to
create a comprehensive Personal Economy Management
Solution to maintain and diversify the customers’
wealth.

Business Development Officers

e The Bank started the retail business model through Business
Development Officers (BDOs) in May 2016 with 72 BDOs.
Today BDO stands as a strong arm of the Bank bringing in
new Business to the Bank. Moreover, the intensive grass
root level experience and learning have helped the BDOs
to develop themselves as more confident and promising
officers. With concentrated and focused approach, there
has been steady improvement in the performance of BDOs
which has laid a strong foundation for the vertical.

Now, in order to make the vertical stronger and to get the
desired results for a substantial growth in retail business,
the Bank has redeployed the BDOs under the following
categories:

Savings Account Group (SAG)
Current Account Group (CAG)
Corporate Salary Group (CSG)
GBG/TASC Group

Liability BDOs

In the Financial Year 2017-18 the BDO vertical could source
11085 accounts with total AMB amounting to 51.97
Crores, retail advances advance of ¥229.96 Crores and
Insurance amount of ¥9.5 Crores.

BUSINESS CORRESPONDENTS

The Bank has started the Corporate Business Correspondent
model in the Bank with effect from April 2017. The Corp
BC provides the BC sub agents who are deployed to various
branches, to canvass SB and CD accounts and retail loans, for
increasing the CASA portfolio of the Bank. The Bank has started
the BC model in Ernakulam region and now it is extended to
Mumbai, Pune, Chennai, Bangalore and Ahmedabad.

Visibility Enhancement Initiatives during FY 2017-18

The Bank had undertaken many brand promotion initiatives in
various media like Newspaper, Television, Radio, Outdoor and
Online media.

Through effective PR strategy, major events and financial
results pertaining to the bank were promoted globally across
all the media platforms. The Bank had held major Press
conferences, in connection with Quarterly results and during
the launch of SIB SCHOLAR-II, a prestigious CSR initiative by
the Bank. Regular press releases were made in connection
with the various CSR initiatives, financial inclusion, product
launch, social associations and various arrangements in
connection with the foreign remittance. Advertisement
campaign was done in Malayala Manorama and Vanitha. On
occasion of Onam, Bank had undertaken an advertisement
campaign in the major Malayalam newspapers and dailies.

As part of Casual Advertisement, the Bank has partnered
with Mathrubhumi (for International Book Festival, Indian
Luxury Expo), Deepika (20th Anniversary), The Hindu &
Asianet (Budget Talk Show), TMA (Annual Convention),
KMA (Annual National Management Convention), XLRI
(Maxi Fair) etc., which fetched us good responses.

The Bank has associated with M/s Maxus — GroupM Media
Pvt. Ltd. for promoting the Gold Loan through Road Shows in
Coimbatore and with M/s Junction K. (Malayala Manorama
Group) for the promotion of Digital e-lock through caravan
across cities of Kerala.

The Annual National Management Convention hosted by
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Kerala Management Association (KMA), was partnered by
the Bank at Kochi that had witnessed the gracious presence
of prominent business houses of the state.

The Bank had also associated with Dhanam Magazine's
Retail summit and Award nite at Kochi that had attracted
a lot of entrepreneurs. Patronizing literature and arts, the
Bank had supported Kerala Literature Festival conducted by
DC Kizhekkamuri Foundation at Kozhikode.

In order to inculcate the concept of healthy life style, Bank
had partnered with Thrissur Round Table 88 for a Mini
Marathon at Thrissur — “Run Thrissur Run” which attracted
a lot of public and sports lovers.

With a view to make Bank’s presence felt in foreign
countries, the Bank had undertaken some NRI campaigns.
The Bank had associated with NTV UAE (Snehasandya 2017),
AD & M International Advertising LLC (Radio Campaign),
Thrissur Association of Kuwait (TRASSK Maholtsav), Kuwait
Engineers Forum (SMASH — Badminton Competition) etc.
As part of Bank’s Radio promotions, the Bank had aired
advertisements on Gold Loan, GSSA, SIB Scholar — Il etc. in
national and regional basis.

Outdoor brandings were concentrated in major cities like
Mumbai, Chennai, Coimbatore and Kochi through bus
shelters and hoardings. The Bank had forayed into the digital
product promotion on Volvo buses at Mumbai. The Bank
had also undertaken a bus shelter campaign at Coimbatore
city, which fetched us with good response. The Bank has
undertaken a national level Arch Campaign at selected
branches in connection with the 90th year anniversary
celebrations. In order to increase the brand visibility, the
Bank had undertaken hoarding campaign at major cities like
Bangalore, Goa and Kochi. Digital advertisement were also
displayed at 6 major railway stations of Kerala. The Bank
also undertook the branding of Aluva Muncipal Clock Tower
and the Gandhi Statue with an aim to increase the brand
visibility.

The Bank has entered into an agreement with Kochi Metro
Rail Limited (KMRL) for the Semi Naming and Branding of
Kaloor Metro Station.

SIB hosted a grand Award Nite — Mahila Achievers Day at
Kochi Crowne Plaza and honoured three eminent woman
personalities from three different fields, Ms. Meenakshi
Gurukkal (Martial Arts), Ms. Anju Bobby George (Sports) and
Ms. Sujatha Mohan (Music). The former Brand Ambassador
of SIB Sri Bharat Mammootty and Ms. Beena Kannan were
also present. The event also witnessed the launch of new
credit product, Mahila Udyog.

In visual media, the Bank has advertised its Digital e-lock
commercial in major news and commercial channels. A
national campaign was undertaken during the Union Budget
period. Wide publicity was given to the CSR activities of
the Bank. In Kerala Market, the Bank had associated with
various Malayalam channels like Mathrubhumi, Mazhavil

Manorama etc. for advertisement as well as the coverage of
major events that had boosted Bank’s publicity factor.

e As part of digital products YouTube campaign was initiated
in order to promote Bank's Digital e-lock feature in SIB Mirror
+ app. The inauguration of the Plastic Recycler Machine at
Kochi Metro was also aired live on Facebook.

HUMAN RESOURCE

Organizations are made of among others, Human Resources
(HR) which is the most valuable asset in today’s dynamic world.
Indeed, it is the people and not organizations that constitute an
organization. Achievement of organization’s objectives depends
on the individual and collective efforts put in by its work force.
Highly motivated, loyal and satisfied employees represent the
basis of all successful organizations. Competition has rendered
this dimension still more critical. The Bank has a team of
committed, self-motivated and empathetic workforce, who
strive to meet the customers’ aspirations and the organizational
goals thereby. An adequate strategy is inevitable to develop
and retain HR and also to attract more talents. To augment the
manpower in line with the Bank’s healthy & sustained growth
and expansion of network, the Bank continued its initiatives of
major talent acquisition and retention policies in the FY 2017-
18 also.

Manpower
As on March 31st, 2018, the Bank had 7,946 personnel on its
rolls. Cadre wise break up is as under:

Cadre Men | Women Total
Officers 2767 1455 4222
Clerk 1502 1563 3065
Peon 381 25 406
Part-time employees 62 191 253
Total 4712 3234 7946

With the infusion of young personnel, the Bank was able to
maintain the average age of employees as 34 years as on March

31, 2018.

Staff Members
31.03.2018 are as under:

having professional

Qualification as on

EDUCATIONAL STREAM NUMBER OF STAFF
Management 1407

Post Graduation 1226

CA 64

CS 5
Engineering 1392

PHD 1

Legal 72
ICWA/CMA 43

MAINTENANCE OF PERSONNEL DATA

Maintenance of staff records were streamlined under “HRMSS”
(Human Resources Management Software Solution) System.
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The personnel data can be accessed by all controlling offices
and various reports based on the data can be generated for
the quick disposal of staff related matters. To make HRMSS
more comprehensive, the Bank has introduced new modules
such as Auto credit of Staff Allowances, Provident Fund, Staff
Attendance, Audit Compliance in addition to the existing
modules like Transfers, Promotion Maintenance, HRA, Leave and
LFC, Training, Online Annual Performance Appraisal of Officers,
Service Record, Pension Maintenance, Marketing Excellence,
Staff Medical Insurance, TA, and so on. The automation of
attendance was successfully completed with the introduction of
Biometric attendance marking linked to HRMSS.

Motivation Initiatives

Some of the initiatives undertaken by the Bank in order to boost
the morale of the Bank employees are as under:

a) Promotions: The Bank is offering ample opportunities to
its employees for their growth and motivation. During this
financial year, 301 clerical staff were promoted to Scale |,
160 officers to Scale Il and 163 Officers to various senior
cadres.

Training Programme: An employee is the pillar that an
organization relies upon, for its success, growth and
achievement. Effective trainings mould the employees to
strive against the rising competition of the market and so,
is very much necessary for the growth of the business. The
Bank has been very keen in this regard. During the financial
year, the Bank has provided training to 4249 Officers,
1689 Clerks and 279 Sub-staff in different facets of Bank’s
operations.

The Staff Welfare Study Support Scheme which was
introduced in the FY 2016-17 for children of staff members
has been successfully continued in the current financial
year also. The scheme has proved to be effective in its
implementation with the aim of encouraging the children of
staff members to soar to greater heights.

This year 127 staff members availed the benefit of ‘The
South Indian Bank Staff Welfare Scheme’ introduced in
December 2008 for availing long leave with reason of child
care after maternity, higher education, medical treatment
and so on. The scheme ensures the Bank's employee friendly
approach towards its employees and the concern for their
family members.

Green Initiative: Healthy employees can have an equally
positive impact on the productivity and effectiveness of a
business. As a part of promoting greener and healthier work
environment, the Bank has introduced an interest free Cycle
Loan to staff members in all cadres of the Bank.

Industrial Relations

Industrial relations in the Bank have been cordial and harmonious.
The representatives of Workmen Union, Officers Association
and Management have been working collectively with a sense
of ownership for all-round growth and prosperity of the Bank
and its employees. On account of the cordial industrial relations

with both the associations, Bank has achieved considerable
growth over the years. The management of the bank has signed
internal settlement with the officers/award staff unions with
certain improvements in the existing benefits/service conditions
of staff members and the same have been implemented with
effect from June 2017.

A jovial and employee friendly approach by the Bank is the
only reason to have a very minimal attrition rate of 2.46%
as compared to the industry attrition rate of 17.8% [data
taken from KPMG's report on Average Voluntary Attrition
(2017-18)].

EMPLOYEE STOCK OPTION SCHEME (ESOS)

During the financial year 2008-09, the Bank instituted an
Employee Stock Option Scheme to enable its employees to be a
partner in the future growth and financial success of the Bank.
The Banks' shareholders approved the plan on August 18, 2008
for the issuance of stock options to the employees.

Till March 2018, 5,36,76,080 stock options were vested, out
of which 2,80,58,128 stock options were exercised by eligible
employees. The money realized due to exercise of the said
options was ¥41,04,05,495.77 and consequently 2,80,58,128
shares of %¥1/- each have been allotted to the concerned
employees/legal heirs.

A Certificate of Auditors pursuant to Regulation 13 of SEBI
(Share Based Employee Benefits) Regulations 2014 will be
placed to the AGM for the scrutiny of Shareholders.

The total options granted under nine phases of SIB ESOS 2008
works out to 3.39% of the paid-up share capital of the Bank
as at March 31, 2018. The scheme has generated intended
motivation amongst the staff.

Statutory disclosures regarding details of the stock options
granted, vested, exercised and forfeited and expired during the
year under review is annexed to this report as Annexure A.

SIB- Executive Brief

“SIB Executive Brief” —a daily news update on Banking, Finance,
Economy, Industry, Market Rates etc. is being provided by SIB
Staff Training College. It is e-mailed on a daily basis to the Board
members, executives and is also made available in SIB-Insight
for the benefit of staff members.

E-Learning Tests

The Bank has completed 14 online tests through GIEOM
Application during the year 2017-18 for staff members on
various topics relevant to Banking. Toppers are recognized and
their name published in Insight. The E-learning platform is being
used increasingly for improving the knowledge level of the staff
members.

Continuous Assessment Test for Prob. Officers

To facilitate updation for and continuous learning by the Prob.
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Officers, tests are conducted on a monthly basis, covering
products, procedures, instructions etc. through different
modules.

E-Circular

The Bank has since migrated to issuance of e-circulars in place
of manual circulars. All the circulars of the Bank are uploaded
using the ‘e-circular software’. In e-circular, Bank's policies,
Guidelines and Forms are also uploaded so as to empower the
branches with readily accessible pool of information/guidelines.

SIB STUDENTS' ECONOMIC FORUM (SIBSEF)

Students’ Economic Forum is a monthly publication from the SIB
Staff Training College and it provides an analysis of contemporary
themes relating to developments in Economy, Banking and
Finance. As on 31.03.18, 316 themes have been published
since the first publication in December 1991. The objective of
this venture is to kindle interest in economic affairs among the
younger generation and also to provide a learning platform
for the student community. The hard copies of the publication
numbering about 3,100 are being sent to all the branches/
offices, reputed schools/colleges/academic institutions, RBI
offices, other Banks, government organizations and corporate
offices. It has wide acceptance among students, bankers
and academic community. The Subjects discussed during the
Financial Year 2017-18 are — Insolvency and Bankruptcy Code,
2016 — Part |, Insolvency and Bankruptcy Code, 2016 - Part I,
Prompt Corrective Action (PCA) by RBI, GST Part - I, GST Part - I,
Priority Section Lending Certificate, Fintech, Ind AS Part - | and
Part - Il, Economic Survey 2017-18: Highlights, Union budget
and Railway Budget 2018-19, Legal Entity Identifier. These
themes are made available in the Bank's Website under the
heading Student’s Corner.

SIBLINK

A corporate magazine — ‘SIBLINK’ is published on a quarterly
basis. During the Financial Year 2017-18, the Bank has published
SIBLINK with the following themes - ‘"MSME’, ‘Fintech’, ‘IND AS’
and ‘Compliance in Banks'.

Awards and Accolades

The Bank has received following awards during the Financial

Year 2017-18:

1. Dun & Bradstreet Award — Best Private Sector Bank Priority
Sector (Agri)

2. IDRBT Best Bank Awards — Best Bank Award for Digital
Banking among Small Banks’ and Best Bank Award for High
Performance IT Ecosystem among Small Banks

3. Banking Excellence Award 2017 for Private Sector Bank by
State Forum of Bankers Club (Kerala)

4. Digital India Excellence Award for innovation in mobile app
'Digi e-lock’

5. FIEO Export Award 2015-16- Best Financial Services &

Foreign Exchange Earner in Southern Region (Gold)

6. ASSOCHAM Award — Social Banking Excellence Award 2017
(Priority Sector Lending)

IBA Technology Awards 2018 —

a. Winner — Best Technology Bank of the Year

b. Winner — Best payment initiatives

c. Winner — Best use of Digital and Channel technologies
d. Runner up — Best Financial Inclusion initiatives

e. Runner Up — Best IT risk and Cyber Security initiatives

7.

I1SO 27001:2013 Certification
The Bank has been awarded ISO 27001:2013 certification for its
Information Security Management System (ISMS)

Achievement and milestones:
1.

The Bank has started operations of Representative office at
Dubai in UAE from 25.04.2018.

The Bank has started TAB Based Account opening by instant
KYC verification.

The Bank has started instant account opening by biometric
verification at branches.

The Bank has started “Bharat QR” to enable merchants to
accept payments Digitally.

The Bank has started issuing "FASTAG" to vehicles enabling
Toll payments Digitally without waiting at Toll Booths.

The Bank has implemented committee approach in credit
sanctioning of proposals above %10.00 crore.

. The Bank has Rolled out a centralised monitoring mechanism
for continuous monitoring of accounts above 5.00 crore.
Yet another milestone was the setting up of a centralised
“collection hub”, which ensures continuous follow up of
potential impairments, follow up through SMS, telecalls,
etc.

Foreign Exchange Advisory Cell

The Bank has launched Foreign Exchange Advisory Cell to
Provide advisory services by subject experts on FEMA rules
and trade finance related issues to the general public. The
complimentary service is available to all Foreign Exchange Trade
Fraternity.

PARTICULARS REGARDING CONSERVATION OF ENERGY,
TECHNOLOGY ABSORPTION AND FOREIGN EXCHANGE
EARNINGS AND OUTGO PURSUANT TO SUB SECTION(3)
(M) OF SECTION 134 OF THE COMPANIES ACT, 2013 READ
WITH RULE (8) (3) OF THE COMPANIES (ACCOUNTS) RULES,
2014

The Bank ensures strict compliance with all statutory
requirements and voluntarily undertakes several sustainable
steps in order to contribute towards a better environment. The
Bank has undertaken various initiatives for energy conservation
at its premises. Further, the Bank has used information
technology extensively in its operation and consistently pursuing
its goal of technological up-gradation in a cost effective manner
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for delivering quality customer service. As a next generation
Bank, the Bank has deployed ‘Technology’ as a Strategic
Business enabler — to build a distinct competitive advantage and
to achieve superior standards of Customer Service. The Bank,
being a banking Company and an authorized dealer in Foreign
Exchange, has taken all possible steps to encourage export
credit.

Number of cases filed, if any, and their disposal under

section 22 of the Sexual Harassment of Women at

Workplace (Prevention, Prohibition and Redressal) Act,

2013

The Bank has zero tolerance approach towards any action on the
part of any executive/employees which may fall under the ambit
of ‘Sexual Harassment’ at workplace, and is fully committed to
uphold and maintain the dignity of every women staff working

in the Bank. The Policy provides for protection against sexual
harassment of women at workplace and for prevention and
redressal of such complaints. All the employees (permanent,
contractual, temporary, trainees) are covered under this policy.

Number of complaints pending as at the beginning of the
financial year - Nil

Number of complaints filed during the financial year - Nil
Number of complaints pending as at the end of the financial
year - Nil.

Particulars of Employees

Information as required by the provisions of Section 197 of
the Companies Act, 2013, read with Rule 5 of Companies
(Appointment and Remuneration of Managerial Personnel)
Rules 2014, is given under:

Name, } Nature of
Qualification Desianation Remuneration Experience Date of employment Last
and Age (in 9 (in years) of Employment | (Contractual/ Employment

years) Gross () Net R)* otherwise)
V. G. Mathew, Chief General
M.Sc., CAIIB MD & CEO 1,28,84,934 89,23,243 39 02.01.2014 Whole-Time Manager,
(64 years) SBI
Reghunathan K. N, EVP 5134157 | 33,3400 39 14122015 | Contractual GM, Union Bank of India
B.Com., CAIIB (60 years) o e o '
Siva Kumar G.,
MBA (Finance), M.Sc., CAIIB, EvP 39,02,026 29,41,419 38 14.12.2015 Contractual GM, State Bank of India
(62 year)
Thomas Joseph K.,
B.Sc, (Mechanical Engg), EVP 36,75,713 28,02,921 34 15.10.1984 Whole-Time
Diploma in Management,
CAIIB (59 years)
Sanchay Kumar Sinha COUNTRY SVP - Head Liabilities and Client
PG Diploma in Management | HEAD - RETAIL 27,34,967 21,92,796 25 02.09.2017 Contractual Engagement for Consumer
(50 years) BANKING -GM Banking - Indusind Bank
John Thomas, )
B.Sc., MBA, CAIIB (59 years) SGM 26,19,001 20,71,385 36 15.06.1981 Whole-Time
Anto George T.
BA, CAIIB-1, MBA-HR GM 24,28,271 19,80,638 28 01.02.1996 Whole-Time South Malabar Gramin Bank
(49 years)
RaphaelT. ., SGM 2283368 | 1903035 34 16111983 |  WholeTime
B.Com., CAIIB (57 years) s s o
Benoy Varghese, oLt | 2310154 | 1826060 34 21.11.1083 |, Contractual
B.A., MBA, CAIB (60 years) BANKING - SGM (w.e.£.01.03.2018)
Paul V. L.
M.A., JAIB SGM 22,32,164 18,14,198 37 22.09.1980 Whole-Time
(59 years)

* Net of taxes paid

e None of the above employees holds together with his
relatives two percent or more of the total voting power of
the Company.

e The above mentioned personnel are not related to any
Director of the Bank.

The ratio of the remuneration of each director to the median
employee’s remuneration and other details in terms of sub-
section 12 of Section 197 of the Companies Act, 2013
read with Rule 5(1) of the Companies (Appointment and
Remuneration of Managerial Personnel) Rules, 2014, are
annexed to this report (Annexure B).
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THE ANNUAL REPORT ON CORPORATE SOCIAL
RESPONSIBILITY (CSR) ACTIVITIES:

A brief outline of the Bank’s CSR Policy, including overview of
projects or programs to be undertaken.

South Indian Bank'’s CSR Policy

South Indian Bank is grateful to the society that has supported
and encouraged the bank during its long journey of growth and
development. The Bank believes that no organization can make
sustainable development without the patronage of the society.
The Bank is committed to integrate social and environmental
concerns in its business operations. The Bank shall continue to
have among its objectives, promotion and growth of national
economy and shall continue to be mindful of its social and
moral responsibilities to customers, shareholders and the
society. The Bank is committed to financing the economic and
developmental activities of the nation with concern for human
rights and environment.

In line with the CSR Policy and in accordance with Schedule
VII, Section 135 of Companies Act, Bank undertook various
activities during FY 2017-18, which had significant impact on
the society. These activities include:
e Promoting education, including special education and
employment enhancing vocation skills
e Promoting healthcare including preventive healthcare and
sanitation
Training to promote nationally recognized sports
Promotion of Swachh Bharat Mission of Central
Government
Setting up of old age homes
e Making available safe drinking water
Hunger Eradication programs

e \Women Empowerment programs

e (Creating sustainable environment

e Promoting Financial Literacy

Web-Link to the CSR Policy
https://Awww.southindianbank.com/UserFiles/file/CSR_Policy.pdf

Composition of CSR Committee

The Bank understands its responsibility towards the society and
environment in which it operates. The Bank has constituted
Corporate Social Responsibility Committee at the Board level to
monitor the CSR activities.

Members of the Committee are

1. Sri Francis Alapatt (Chairman of the Committee)
2. SriV. G. Mathew (MD &CEOQ)

3. Smt. Ranjana S. Salgaocar (Member)

4. Sri V. ). Kurian (Member)

The composition is as per Companies Act, 2013 and Companies
(Corporate Social Responsibility Policy) Rules, 2014.

Average net profit before tax of the Company for the last three
financial years: ¥550.17 crore. Prescribed CSR expenditure (two
percent of the amount as above): ¥11.00 crore.

Details of CSR spent during the Financial Year

a) Total amount to be spent for the Financial Year 2017-18 :
%11,00,00,000

b) Amount not spent, if any : ¥3,72,25,562

¢) Manner in which the amount spent during the financial year
is detailed below:

Sector-wise utilization of CSR funds for FY 2017-18 (Amount in %)

Projects or Programs (1) Amount outla Amount spent on Amount
Local area or Other (2) (Budget) y the projects or Cumulative Spent Direct
Sl. CSR Project or Sector in which the Specify the State and 99 programmes(1) | Expenditure up P
o iy o Lo . project or ! . . or through
No. | Activity Identified | projectis covered District where projects roaramme Direct Expenditure | to Reporting Implementin
or Programmes was P ?Nise on projects (2) Period pA enc 9
undertaken overheads gengy
1 | Deploying Financial Financial Literacy Other | All Districts, Kerala 590000 5658347 5658347 Direct
Literacy counselors
2 | Erection of Ground/ | Making available safe | Other | Alleppy, Kerala & 3511951 2471169 2471169 Direct
Roof water harvesting | drinking water JadayamPalayam,
systems & filteration Coimbatore
plants
3 |Providing Ambulances, | Promoting healthcare, | Other | Emakulam, 25233743 24639434 24639434 Direct
Dialysis Machines , including preventive | Trivandrum, Kerala |
assistance for Coronary | healthcare and Thane, Maharashtra
Artery Bypass Grafting | sanitation
(CABG)
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4 | Setting up digital class | Promoting Education, | Other | All Districts, Kerala 30668843 26709964 26709964 Direct
rooms, Assistance including special Sawantwadi, Pune |
for Technical Skill education and Dona Paula, Goa | Uppal,
Development, employement Hyderabad
Providing School bus | enhancing vocation
and renovation of skills
school building
5 | Assistance to construct | Setting up old age Other | Trivandrum, Kerala 2500000 2500000 2500000 Direct
a boarding home for | homes
accomodating psycho
mental rehabilitation
patients and old aged
destitutes
6 | Construction of Swachh Bharat Other | Alapuzha, 1469015 602607 602607 Direct
individual house hold | Mission Kerala & Panaji, Goa
toilets, adoption of
cleaning activities of
18th June Road
7 | Financial assistance Training to promote | Local Area | Parappur, 7143181 6018317 6018317 Direct
for training budding | nationally recognized | Thrissur Dist, Other |
talents in foot sports Ernakulam , Kerala
ball, Setting up
International Standard
Shuttle Court
Complex, Synthetic
layering of Tennis
Court
8 | Financial assistance to | Environmental Local Area | Thrissur 3661804 3661804 3661804 Direct
erect 75 KWongrid | Sustainability
solar plant
9 | Financial assistance Eradicating Hunger | Other | Malappuram 462796 462796 462796 Direct
to install one steam
cooking unit to
provide good quality
food to general public
free of cost
10 | Financial assistance to | Women Other | Ambari, WB 50000 50000 50000 Direct
purchase 10 number | Empowerment
of sewing machines
to promote women
empowerment.
TOTAL 75291333 72774438 72774438

The Bank’s CSR mission is to contribute to the social and
economic development of the community. Through a series
of interventions, the Bank seeks to mainstream economically,
physically and socially challenged groups and to draw them into
cycle of growth, development and empowerment.

Reason for not spending the prescribed CSR Expenditure
South Indian Bank has always given top priority to fulfilling its

obligations under Corporate Social Responsibility. Diversified
Projects in the areas of healthcare, education, sports and
sanitation that would benefit the society as a whole are identified
and the Bank wholeheartedly supports such initiatives. In the
Financial Year 2017-18, the Bank spent ¥7.28 crore towards
CSR activities against ¥4.03 crore in the Year 2016-17. Apart
from the above, an outlay of ¥9.50 crore has been sanctioned in
various projects, pending disbursements as on 31.03.2018. The
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Bank expects that this outlay will be positively spent during the
forthcoming years. The Bank stays committed to its Corporate
Social Responsibility and intends to increase the spend under
CSR on Year on Year basis.

Responsibility Statement

The CSR Committee confirms that the implementation and
monitoring of CSR Policy is in compliance with CSR objectives
and Policy of the Bank.

Sd/- Sd/-
V.G. Mathew Francis Alapatt
MD & CEO Chairman-CSR Committee

FINANCIAL INCLUSION

Financial inclusion aims to ensure the availability of formal and
basic banking services to all Indian households, including those
in the un-banked and under-banked areas. South Indian Bank
has adopted several financial inclusion initiatives, including Kiosk
banking. During the year 2017-18, the Bank has successfully
migrated to Aadhaar Enabled Payment System (AePS) in existing
KIOSK Model of Banking, from the earlier mode of customer
ID payment service. Now AePS is the only mode by which
transactions are taking place in Kiosk Banking solution.

Aadhaar Enabled Payment System (AePS)

Aadhaar Enabled Payment System is a payment service,
empowering a bank customer to use Aadhaar as his/her identity
to access his/her respective Aadhaar enabled bank account
and perform basic banking transactions through a Business
Correspondent/POS machine. National Payment Corporation
of India (NPCI), an umbrella organisation for all retail payments
are controlling AePS operations. AePS offers basic banking
services such as Cash Withdrawal, Cash Deposit, Balance
Enquiry, Aadhaar to Aadhaar Fund Transfer, MiniStatement, and
Best Finger Detection. Customers can open new basic savings
account (PMJDY) in Kiosk centres by Bio Metric authentication.
The Bank has implemented Kiosk Banking Model in the state
of Tamil Nadu through 66 Individual Business Correspondents.

Financial Literacy Centres

Financial Literacy is the ability to understand how money works
in our day to day life and how someone manages it, how
he/she invests it and how a person offers it to others. More
specifically, it refers to the set of skills and knowledge that
allows an individual to make informed and effective decisions
with their financial resources. 13 FLCs have been allotted to the
Bank by SLBC in the state of Kerala to disseminate financial
literacy to the people and it is functional through retired bank
employees and educated youth. In addition to this the Bank
has voluntarily adopted 5 blocks in Tamilnadu to emphasize the
objectives of Financial Literacy. Bank’s FLCs are now branded
under the name “SIB JYOTHIS". Efforts are on to make them
more efficient, responsive to the needs of the people. A board
approved policy covering all aspects of Financial Literacy Centres
has been formulated, giving due consideration to the revised

guidelines on FLCs circulated by RBI. During the FY 2017-18,
the Bank’s FLCs have conducted 1,646 camps attended by
1, 08,432 participants.

Government of India Scheme - PMJDY

Pradhan Mantri Jan Dhan Yojana (PMJDY), is conceived as a
national mission on financial inclusion initiated by Honourable
Prime Minister on August 15, 2014. The scheme envisages
universal access to banking facilities, with at least one basic
banking account for every household. In line with the directives
given by Ministry of Finance and SLBC, PMJDY scheme was
implemented in the Bank since August 18, 2014.

The Bank has opened 2,09,957 BSBD accounts as on March 31,
2018 under PMJDY and balance outstanding in those accounts
exceeds ¥47.62 crore at present. RuPay Debit Cards are issued
in PMJDY accounts providing customers with the benefit of
accident insurance coverage of ¥1.00 Lac. Social Security
schemes in insurance (PMJJBY and PMSBY), were also given
high priority by the Bank resulting in enrolments for over 2Lac
customers in FY 2017-18.

AADHAAR ENROLMENT STATION

Department of Financial Services (DFS) under Ministry of Finance,
had directed banks to become Enrolment Registrars with UIDAI
so as to set up AADHAAR enrolment stations at branch premises
before 31.10.2017 under bank’s own enrolment agency
code. As per DFS advisory, at least 0% of branches should be
facilitated for the Aadhaar enrolment facility.

In view of the same, 85 Branches across 7 states were identified
as Aadhaar Enrolment Station (AES) to provide services in
connection with Aadhaar enrolment and updation facility.

As on 31.03.2018, all the 85 Aadhaar Enrollment Stations
identified were functional.

GREEN INITIATIVES IN CORPORATE GOVERNANCE

Despatch of documents in Electronic Form: As a responsible
corporate citizen, the Bank supports and pursues the 'Green
Initiative’ of the Ministry of Corporate Affairs (“MCA"). In
conformance with such initiatives and in terms of Rule 18 of the
Companies (Management and Administration) Rules, 2014, the
Bank may give notice through electronic mode including e-mail
to those Members who have provided their e-mail address
either to their Depository Participants (DPs) or to the Registrar/
Company.

Further, in terms of Regulation 36 of the Listing Regulations,
the listed entity is required to send soft copies of its Annual
Report to all those shareholder(s), who have registered their
e-mail address for this purpose. Accordingly, the delivery of
documents including the notice and explanatory statement
of 90th Annual General Meeting, Annual Report of the Bank
for the financial year 2017-18 including Audited Financial
Statements, Directors’ Report, Auditors’ Report etc., for the
year ended March 31, 2018, to the e-mail address registered
with their Depository Participant (DP)/Registrar/Company. The
e-mail addresses indicated in respective DP accounts which will
be periodically downloaded from NSDL/CDSL will be deemed
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to be their registered e-mail address for serving notices/
documents including those covered under Section 136 of the
Companies Act, 2013. In case a Member, whose email address
has changed, fails to update his/her new e-mail address, the
said documents will be sent to the existing e-mail address and
the said documents will be deemed to have been delivered,
in compliance with the relevant provisions of the Companies
Act, 2013, the relevant Rules made thereunder and the Listing
Regulations. Member who have not yet registered their email
address are requested to do so, at the earliest. In case of shares
held in electronic form and in case of any change in the e-mail
address, Member are requested to update the same with their
DP and in case of shares held in Physical form, Members are
requested to update the same with the Registrar/Company.

Please note that the said documents will also uploaded on the
Bank’s website www.southindianbank.com and copies thereof
will be made available for inspection at the Registered Office of
the Bank during business hours on all working days except 2nd
and 4th Saturdays, Sundays, Bank Holidays and Public Holidays
up to the date of ensuing AGM.

Shareholders have been requested on several occasions to
update their e-mail IDs in their folio/demat a/c to help accelerate
the Bank’s migration to paperless compliances. The Bank seek
your support to the said green initiatives, as it is designed to
protect our fragile environment.

Further, as a part of green initiative by the Bank, all relevant
agenda papers pertaining to the Board/Committee are being
circulated well in advance to the Board of Directors through
electronic mode to facilitate easy access of agenda on IPad
which would provide sufficient time to the Board for reading
and understanding the proposals placed in a meeting.

ANTI-MONEY LAUNDERING (AML)

Transactions processed through the Core Banking Solution are
monitored for detecting suspicious transactions, using TCS
Bancs Compliance, an AML application to comply with the
provisions under Prevention of Money Laundering Act (PMLA).

The Bank has set up a Centralized Processing Centre (CPC) for
liability side customer creation with the objective of full KYC
compliance and to use KYC as a fraud prevention tool. The
Bank has brought all branches under the CPC model during the
Financial Year 2015-16.

The Bank had implemented UIDAI's e-KYC services for Aadhaar
authentication, in all the branches. The Board has nominated
Mr. V. G. Mathew, MD & CEO as the “designated director”, as
per PMLA Act.

The Bank has attached great importance for compliance of
KYC/AML/CFT norms by the customers as per the Reserve Bank
of India directive.

FATCA-CRS

The Bank has registered as a reporting entity under FATCA, under
GIIN No. IK7HU.99999.5L.356, to comply with the reporting

requirement under the inter Governmental agreement entered
between Indian and US Government and the CRS Multilateral
Competent Authority Agreement.

DIRECTORS

The composition of the Board of Directors is governed by the
Banking Regulation Act, 1949, the Companies Act, 2013, SEBI
(Listing Obligations and Disclosure Requirements) Regulations
2015 and the Code of Conduct on Corporate Governance
adopted by the Bank. The Board comprises of nine Directors as
on the date of this report, with rich experience and specialized
knowledge in various areas of relevance to the Bank, including
banking, accountancy, small scale industry, agriculture, and
information technology.

Excluding the MD & CEO, all other members of the Board are
Non-Executive Directors and six Directors out of the total nine
Directors are Independent Directors. Declaration has been
obtained from the Independent Directors as required under
the RBI Regulations, SEBI (Listing Obligations and Disclosure
Requirements) Regulations 2015 and Companies Act, 2013.
The remuneration and other benefits paid to MD & CEO of
the Bank and other Non-Executive and Independent Directors
during the financial year 2017-18 are disclosed in Corporate
Governance Report.

Sri Cheryan Varkey (DIN-06884551), Director liable to retire by
rotation in the 89th Annual General Meeting held on 11th July
2017, did not offer himself for re-appointment hence not re-
appointed as a Director of the Bank.

Sri. Mohan E. Alapatt (DIN: 00025594), Non-executive
Independent Director of the Bank, retired from the Board of
Directors w.e.f. 28th February, 2018 upon completion of his 8
year term, as per Section 10A(2A) of the Banking Regulation
Act, 1949.

Sri. Achal Kumar Gupta (DIN: 02192183) was appointed as the
Additional Director of the Bank with effective from January 11,
2017 pursuant to the provisions of Section 161 of the Companies
Act, 2013 and appointed as a Director liable to retire by rotation
the 89th AGM held on 11 July, 2017. He will be appointed as
a Non Executive Director of the Bank liable to retire by rotation
and been eligible, offers himself for re-appointment

Sri Salim Gangadharan (DIN: 06796232), Non-Executive
part-time Chairman of the Bank, was originally appointed as
Additional Director of the Bank on 16.01.2014 and regularized
as Independent Director for a period of 5 years w.e.f. 1st April,
2014 at the 86th AGM held on 16.07.2014 in compliance
with the provisions of Companies Act, 2013. Further, he was
designated as Non-Executive part-time Chairman of the Bank
w.e.f. 02nd November, 2016 for a period of 3 years (till 1st
November, 2019) as approved by Reserve Bank of India. The
Bank reclassified Mr. Salim Gangadharan as Non-Executive
Non-Independent Director w.e.f. 2nd November, 2016 to
comply with the provisions of Section 149(6)(c) of Companies
Act, 2013. The Bank seeks the appointment of Mr. Salim
Gangadharan as Non-Executive Director liable to retire by
rotation.
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Sri V. J. Kurian (DIN: 01806859) has been appointed as the
additional Director of the Bank representing Minority sector
w.e.f. 23rd March, 2018 pursuant to Section 161(1) of the
Companies Act, 2013 and shall hold the office up to the ensuing
Annual General Meeting of the Bank. He will be appointed as
a Non-Executive Independent Director of the Bank in Minority
sector, who is not liable to retire by rotation.

Dr. John Joseph Alapatt (DIN: 00021735), has been inducted to
the Board w.e.f. September 24, 2012 and was appointed as an
Independent Director of the Bank for a period of 5 years w.e.f.
01st April, 2014 vide shareholders’ resolution dated July 16,
2014 in terms of the provisions of the Companies Act, 2013.
His term of appointment would come to an end on 31st March,
2019. In terms of Section 149(10) of the Companies Act, 2013,
an Independent Director shall hold office for a term up to five
consecutive years on the Board of a Company but shall be
eligible for reappointment on passing of a special resolution by
the Company for a further period of upto five years. In terms
of Section 10A(2A) of the Banking Regulation Act, 1949, no
director of a banking Company, other than its Chairman or
whole-time director, by whatever name called, shall hold office
continuously for a period exceeding eight years. Accordingly his
term will expire on 23rd September, 2020. Resolution for his
reappointment as Independent Director is included in the AGM
Notice.

Mr. Francis Alapatt (DIN: 01419486) has been inducted to the
Board of the Bank w.e.f. 01.11.2013 and was appointed as
an Independent Director of the Bank with effect from April 1,
2014 for a period of five (5) years vide shareholders’ resolution
dated July 16, 2014 in terms of the provisions of the Companies
Act, 2013. His term of appointment would come to an end on
31st March, 2019. In terms of Section 149(10) of the Companies
Act, 2013, an Independent Director shall hold office for a term
up to five consecutive years on the Board of a Company but
shall be eligible for reappointment on passing of a special
resolution by the Company for a further period of upto five
years. Hence approval of Shareholders of the Bank is accorded
for the reappointment of Sri Francis Alapatt for a further term. In
terms of Section 10A(2A) of the Banking Regulation Act, 1949,
no director of a banking Company, other than its Chairman or
whole-time director, by whatever name called, shall hold office
continuously for a period exceeding eight years. Accordingly
his term will expire on 31st October, 2021. Resolution for his
reappointment as Independent Director is included in the AGM
Notice.

Composition of Audit Committee

The Audit Committee of the Board is chaired by Sri K. Thomas
Jacob, who is a Chartered Accountant. The other members
of the committee are, Sri Achal Kumar Gupta (Non-Executive
Director) and Sri V. J. Kurian (Non-Executive Independent
Director). The constitution of the Committee is in compliance
with the regulatory requirements. The terms of reference
of the Audit Committee, incorporated in the Bank's Code
of Corporate Governance, are in accordance with the SEBI
(LODR) Regulations, 2015 entered into by the Bank with Stock
Exchanges where the Bank's shares are listed, Companies Act,
2013 and RBI guidelines.

Independent Directors

In terms of the definition of Independence of Director as
prescribed under Regulation 16 (1) (b) of the SEBI (LODR)
Regulations, 2015 and Section 149(6) of Companies Act, 2013
and based on the confirmation/disclosures received from the
Directors, the following Directors are Independent Directors of
the Bank as on the date of this report

1. Sri K. Thomas Jacob (DIN: 00812892)

Dr. John Joseph Alapatt (DIN: 00021735)

Sri Francis Alapatt (DIN: 01419486)

Smt. Ranjana S. Salgaocar (DIN: 00120120)

Sri Parayil George John Tharakan (DIN: 07018289)

Sri V. J. Kurian (DIN: 01806859)

Woman Director

In terms of the provisions of Section 149 of the Companies
Act, 2013 and Regulation 17 of the SEBI (LODR) Regulations
2015, the Bank has appointed Smt. Ranjana S. Salgaocar
(DIN: 00120120) as Woman Director on the Board of the Bank.

Bank’s policy on directors’ appointment and remuneration
including criteria for determining qualifications, positive
attributes, independence of a director and other matters
provided under sub-section (3) of Section 178;

S

Criteria for appointment as Director of the Bank

Nomination and Remuneration Committee of the Board shall
identify and ascertain the integrity, qualification, expertise
and experience of the person who is considered for being
appointed/reappointed as Director of the Bank and apply due
diligence in compliance with the Banking Regulation Act, 1949,
Reserve Bank of India directives on Fit & Proper Criteria, all other
applicable provision of the Companies Act, 2013, SEBI (LODR)
Regulations, 2015 including any amendments from time to time
and Nomination Policy of the Bank.

Criteria For Determining Qualifications, Positive Attributes

a) The professional and personal ethics, integrity and track

record.

Special knowledge or practical experience in Banking,

accountancy, agriculture and rural economy, co-operation,

economics, finance, Marketing, Information Technology,

law, small-scale industry or any other field useful to the

Banking Company in the opinion of Reserve Bank of India.

Ability to provide insights and practical wisdom based on

their experience and expertise relevant to the Bank’s line of

business.

Details of his/her association with other Companies/LLPs/

Firms (including NBFC).

Details of substantial interest in other Companies/LLPs/Firms

(including NBFC).

Details of financial facilities, if any, availed from the Bank.

Details of default in the re-payment of loans, availed from

the Bank or any other bank, if any.

Commitment to enhancing stockholder value.

i) Ability to develop a good working relationship with members
of the Board and contribute to the working relationship with
senior management of the Bank.

b)
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Whether he/she suffers from any of the disqualifications
envisaged under the provisions of Banking Regulation Act,
1949, Companies Act, 2013 and SEBI (LODR) Regulations,
2015.

Any other factors as the Committee may deem fit and in the
best interests of the Bank and its stockholders.

Criteria for determining Independence of a Director

The Criteria of Independence of a director is determined based
on conditions as laid down in the Companies Act, 2013. The
independent director shall at the first meeting of the Board in
which he/she participates as a director and thereafter at the first
meeting of the Board in every financial year or whenever there is
any change in the circumstances which may affect his/her status
as an independent director, give a declaration that he/she meets
the criteria of independence.

REMUNERATION POLICY:

Remuneration Policy for Employees of the Bank:

The Bank has a Board approved Compensation Policy which
deals with the Compensation & Benefits of the Employees of
the Bank and Whole-time Directors.

k)

The objectives of the Compensation Policy of the Bank inter-alia
includes, to provide a fair and persistent basis for motivating,
inspiring and rewarding the employees appropriately, according
to their jobs/role size, performance, accomplishments,
contribution, skill, aptitude and competence to implement
standards on sound compensation practices and incentives and
to provide effective governance of compensation payable to the
WTDs/CEO and other staff, alignment of compensation with
prudent risk taking and effective supervisory oversight.

The disclosure requirement of the remuneration is separately
provided in “Disclosure under Basel Il norms.”

Remuneration Policy of Directors:

Remuneration of MD & CEO and Other Employees (including
Key Managerial Personnel):

The Board approved Compensation Policy deals with the
Compensation & Benefits of the Whole-time Directors/
MD & CEO. The remuneration of the Whole-time Directors/
MD & CEO is recommended by the Nomination & Remuneration
Committee (NRC) to the Board for approval after considering
the factors prescribed under the Compensation Policy.

The Board considers the recommendations of NRC and approves
the remuneration, with or without modifications, subject to
shareholders’ and regulatory approvals. The remuneration
payable to Whole-time Directors/MD & CEO is subject to prior
approval of the Reserve Bank of India (RBI). Therefore, the
remuneration or any revision in remuneration to Whole-time
Directors/MD & CEQ is payable only after receipt of the approval
from RBI.

For the other employees (including Key Managerial Personnel
and Compliance staff), the Board, based on the recommendation
of the NRC may devise appropriate compensation structure.
The compensation paid to other employees that include Award
Staff, Officers coming under Scale | to IV and executives coming
under Scale V to VIl is fixed based on the periodic industry

level settlements with Indian Banks Association. The variable
compensation paid to functionaries is based on the Performance
Linked Incentive Scheme, which has been formulated on
the basis of performance parameters set in Performance
Management System.

Remuneration of Chairman:

The NRC recommends the remuneration of the non-executive
Chairman to the Board which is considered and approved by
the Board in the same manner subject to Shareholders’ and
regulatory approvals. The NRC, while recommending the
remuneration of the part-time Chairman considers the Function,
Role and Responsibilities of the Chairman and Regulatory
guidelines as applicable etc.

The remuneration payable to the Chairman is subject to prior
approval of the Reserve Bank of India (RBI). Therefore, the
remuneration or any revision in remuneration of the Chairman
is payable only after receipt of the approval from RBI.

Remuneration of Non-Executive Directors (NEDs):

The NEDs are paid sitting fees for attending each meeting of
the Board of Directors or any committee thereof as approved
by the Board, within the permissible limit prescribed under
the Companies Act, 2013, SEBI (LODR) Listing Regulations
2015 and other regulatory guidelines, as amended from time
to time. The Board while recommending the change in the
sitting fees considers various factors like size and complexity of
organization, Comparison with the peer Banks and Regulatory
guidelines as applicable etc. while recommending the change in
the sitting fees to the Board.

Policy on Board Diversity:

Pursuant to SEBI (Listing Obligations and Disclosure
Requirements), Regulations, 2015 to ensure compliance
with the applicable provisions, the Bank has devised a policy
on Board diversity to ensure adequate diversity in its Board
of Directors. The Bank believes that diversity underpins the
successful operation on an effective Board and embraces
diversity as a means of enhancing the business. With a view to
achieve sustainable and balanced development, the Bank sees
increasing diversity at the Board level as an essential element in
supporting the attainment of its strategic objectives. A diverse
Board includes and makes good use of differences in the skills,
regional and industry experience, background, race, gender and
other qualities of directors.

Policy on Board Diversity of the Bank mainly depends on the
qualifications for appointment of Directors of the Bank as
contained in the Banking Regulation Act,1949 and satisfying
the Fit and Proper Criteria for directors as per the regulatory
requirement of RBI.

The Bank continuously seeks to enhance the effectiveness of
its Board and to maintain the highest standards of corporate
governance and recognizes and embraces the benefits of
diversity in the boardroom. Diversity is ensured through
consideration of a number of factors, including but not limited
to skills, regional and industry experience, background and
other qualities. In informing its perspective on diversity, the
Bank also take into account factors based on its own business
model and specific needs from time to time.
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The NRC has the responsibility to lead the process for Board
appointments and for identifying and nominating, candidates
for appointment to the Board. The benefits of diversity continue
to influence succession planning and continue to be the key
criteria for the search and nomination of directors to the Board.

Board appointments are based on merit and candidates will be
considered against objective criteria, having due regard for the
benefits of diversity on the Board, including gender. The Policy
of Board Diversity is displayed in bankswebsite.(https:/Awvww.
southindianbank.com/UserFiles/file/Rupay/DISCLOSURE/Policy_
on_Board_diversity.pdf)

Board Level Performance Evaluation

The Companies Act, 2013 and SEBI (LODR) Regulations, 2015
stipulates the performance evaluation of the Directors including
Chairman, Board and its Committees. Considering the said
provisions, the Bank has devised the process and the criteria for
the performance evaluation which has been recommended by
the Nomination & Remuneration committee and approved by
the Board.

The process for formal annual performance evaluation is
as under:

e Committee of Independent Directors at their separate
meeting evaluates the performance of Non-Independent
Directors including Chairman of the Bank and the Board as
a whole.

The Board evaluates the performance of the Independent
Directors (excluding the director being evaluated) and submit
its report to the Nomination & Remuneration committee.
The Board evaluate the performance of Board level
committees.

Nomination & Remuneration Committee evaluate/review
the performance of each Director recommends the
appointment/reappointment/continuation of Directors to
the Board. Based on the recommendation of Nomination &
Remuneration Committee, Board will take the appropriate
action.

The criteria for performance evaluation are as under:

Performance Evaluation of Non-Executive Directors, MD &
CEO and Chairman

Participation at Board/Committee Meetings, Managing
Relationship, Knowledge and skill, Personal attributes,
Compliance and  Corporate  Governance; Leadership;

Strategy Formulation, Strategy Execution, Financial Planning/
Performance, Relationships with the Board, Human Resource
Management and Succession Planning, Personal Qualities;
Resources; Conduct of Meetings.

Performance Evaluation of Board

Composition and Diversity; Strategic Foresight, Value Creation,
Process and Procedures, Oversight of the Financial Reporting
Process and Internal Controls, Oversight of Audit Functions,
Corporate Governance, Corporate Culture, Monitoring of
business activities, Understanding of the business of the Bank
and Regulatory environment; Contribution to effective corporate

governance and transparency in the Company's Operations;
Deliberations/decisions on the Company’s strategies, policies,
plans and guidance to the Executive Management.

Performance Evaluation of the Board Level Committees

The performance and effectiveness of the Committee; Frequency
and duration; Spread of talent and diversity in the Committee;
Understanding of regulatory environment and developments;
Interaction with the board.

In complaince with the SEBI guidelines the recommendations
of Committee of Independent Directors are placed to the
Nomination and Remuneration Committee for timely follow-up
and necessary actions.

AUDITORS

a) Statutory 