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CANARA BANK (TANZANIA) LIMITED
Directors' Report
Far the year ended 31 December 2020

INTRODUCTION

We have great pleasure in presenting the Bank's 5th Annual Report along with the Audited financial statements for the
year ended 31 December 2020.

Canara Bank (Tanzania) Ltd was registered under Tanzania company Act, 2002 on 2 November 2015. The license to
conduct Banking Business was granted to our Bank on 5 May 2016 by Bank of Tanzania in accordance with the
provisions of Section 7 of the Banking and Financial Institutions Act 2008. However, actual Banking operalions siarted on
9 May 2016 with opening of Dar es Salaam Branch which is the only branch as on date.

PRINCIPAL ACTIVITIES

The principal activity of the Bank is to provide banking and related services slipulated by the Banking and Financial
Institutions Act 2008. There have been no changes in the principal activities of the Bank during the financial year ended 31
December 2020.

OUR PARENT BANK: Canara Bank, India

Widely known as a customer-centric Bank, Canara Bank was founded by Shri Ammembal Subba Rao Pai, a great
visionary and philanthropist, in July 1906, at Mangalore, then a small port town in Karnataka. The Bank has gone through
the various phases of its growth trajectory over hundred and fifteen years of its existence. Growth of Canara Bank was
phenomenal, especially after nationalization in the year 1969, altaining the status of a national level player in terms of
geographical reach and clientele segments. The eventful journey of the Bank has been characterized by several
memorable milestones. Today, Canara Bank occupies a premier position in the comity of Indian banks, with a Business
mix as on 31st December 2020 stood at USD 219 Billion with Operating Profit of USD 1.9 Billion and Net Profit of USD
206 Million.

Over the years, the Bank has scaled up its market position to emerge as a major 'Financial Conglomerate’ with as many
as fifteen subsidiaries/sponsored institutions/joint ventures in India and abroad. The amalgamatred with syndicate bank
into Canara bank effective from April1, 2020 has led to further expansion of the Bank to 10,491 branches.

Not just in commercial banking, the Bank has also carved a distinctive mark, in various corporate social responsibilities,
namely, serving nalional priorities, promoting rural development, enhancing rural self-employment through several fraining
institutes and spearheading financial inclusion objective. "A good bank is not only the financial heart of the community, but
also one with an obligation of helping in every possible manner to improve the economic conditions of the common
people”. These insightful words of the Bank's Founder continue to resonate even today in serving the sociely with a
purpose. We strongly believe that the Bank's second century is going fo be equally rewarding and eventful not only in
service of the nation but also in helping the Bank emerge as a "Preferred Bank with Best Practices"”.

Presently, Government of India holds 69.33% of Bank’s total shareholding.
ECONOMIC OVERVIEW: TANZANIA

The East African nation of Tanzania has an estimated population of 58 million as of 2020 as per National Bureau of
Statistics(NBS). According to Bank of Tanzania until Sept 2020, the economy demonsltrated satisfactory performance,
amidst negative impact of COVID-19 on some sectors that are exposed to external shocks .GDP growth averaged 4.7
percent compared to 7.3 percent in the corresponding period of 2019.

The growth was mainly driven by construction, agriculture, transport, and mining and quarrying. These activities benefited
from the Government decision of not imposing lockdown following the outbreak of COVID-19 as well as fiscal and
monetary policy measures adopled to limit the impact of the pandemic.
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Inflation, remained low and stable, averaging 3.1 percent in the quarter ending December 2020 compared
with 3.7 percent in the corresponding quarter in 2019, largely driven by decrease in food prices. The inflation
outturn was within the target range of 3-5 percent for 2020/21 and in line with the EAC and SADC
convergence criteria of utmost 8.0 percent and between 3-7 percent, respectively.

The 2020/21 budget reflects the government's high priorities in enabling environment for investment and
business. The government plans to improve economic infrastructure, ensure friendly tax and financial
policies, promote better regulatory framework, ensure availability of land, work permits and skilled labour
force and emphasising the importance of agriculture in an industrial led economy.

BANKING SECTOR PERFORMANCE:

For the year 2020, as reported by Bank of Tanzania, money supply growth moved in tandem with
accomodative monetary policy, though faced with global challenges of COVID-19 on lending to some
sectors of the economy.

Credit to private sector grew by 3% percent compared to a growth of 11.1% percent for the year ending
December 2019. The subdued growth of credit to the private sector was partly attributable to the global
negative effects of COVID-19 on some activities.particularly tourism-related businesses due to high
exposure to external shocks.

Consistent with adequate liquidity in the banking system that emanated from the implementation of
accommodalive monetary policy, Interest rates charged on banks loans and deposits eased somewhat in
the Quarter ending December 2020 compared to corresponding period of 2019,

BANK'S PERFORMANCE DURING 2020

Despite business challenge brought by the emerged COVID 19 Pandemic during the year 2020, the bank
was able to achive aggregate business of TZS 129.7 Billion and made Net Profits of TZS1.66 Billion

The highlights of the performance in 2020 were as under:

KEY BUSINESS FIGURES

{Amount in Tzs. Millions) (Amount in Tzs. Millions)
Particulars December 31, 2020 December 31, 2019
Aggregate Deposits 81,249 69,899
Aggregate Advances 48,425 35,634
Total Business 129,674 105,633
Investments 30,890 25,372
Gross NPA 1,311 4126
Net NPA 1,000 4,085
Net Interest Income 5,458 5,365
Operating Profit 2,582 2,151
Net Profil/(Loss) 1,668 1,472
Business per employee 5,187 4,588
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KEY PERFORMANCE INDICATORS

Particulars December 31, 2020 December 31, 2019
Net Interest Margin 5.27% 5.56%
Cost to Income Ratio 55.87% 64.66%
Return on capital employed 4.41% 4.09%
Return on Assets 1.364% 1.363%
Gross NPA 2.69% 11.54%
Net NPA 2.05% 11.43%
WAY FORWARD

® Mobile banking enhancement

e Bancassurance

o Introducing Internet banking facility for customers.

e Launching new deposit and credit products.

o Increased use of IT enabled services.

o  Automation of Management Information System.
DIVIDENDS

Being newly established Bank and to increase the base for future business growth, we do not propose to
pay dividend for the financial year 2020.

CAPITAL

There was no change in the Capital of the Bank during the financial year 2020. During the financial year
2016, the Bank had started with initial capital of TZS 24.00 Billion from the parent Bank. Capital of Bank
increased from 24 Billion to TZS 30 Billion on 11th May 2016 . Further on 22nd Nov 2016 Capital
increased from TZS 30 Biillion to TZS 32.83 Billion. As per guidelines issued by Bank of Tanzania, the
commercial banks should have minimum capital of TZS 15.00 Billion. The Bank has complied with the
norm.

CAPITAL ADEQUACY

As per the regulations of Bank of Tanzania, Bank should maintain Total minimum capital adequacy of
14.5% of Risk weighted assets and Core capital adequacy of 12.5% of risk weighted assets. As against
this, Bank is maintaining Total capital and Core Capital adequacy ratios of 54.62% and 54.56%
respectively.

SOLVENCY

Financial statement have been prepared on a geing concern basis. The bank has adequate resources to
support operations for the foreseeable future.

BUSINESS REVIEW
A. DEPOSIT
Bank provides all Banking services which includes accepting deposits in local TZS currency and foreign

currency mainly USD that includes saving Accounts, Current Account and Fixed Deposits. During the year
our deposits increased from TZS 69.9 Billions to TZS 81.2 Billions.

B. ADVANCES

Bank is active in financing various types of economic activities which mainly include trading, manufacturing,
construction, services like transport, export of agricultural commodities, import of goods and personal
loans. During the year our advances increased from TZS 35.66 Billion to TZS 48.4 Billion.

C. REMITTANCES

Bank Provides aclive remittance services to expatriates at attractive rates with speed. For speed
remittance, Bank is using e-Remit service of Canara Bank, India which gives fast credit to Any Banks
customer accounts in India.
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BOARD OF DIRECTORS

The names of Directors of Board of Canara Bank (Tanzania) Limited in Financial Year 2020 are as under:

Sl no. Name of director

Mr. Matam Venkata Rao

Mr. Santanu Kumar Majumdar
Mr. Rajab Seleman Kakusa

Ms. Mwanaidi A Mlanda

Prof. Deus D Ngaruko

Dr. Indiael D Kaaya

Mr. T R Balaji Rao

Mr. Vibhuti Nath Roy Choudhary

- s WN =

BOARD COMMITTEE

Nationality

Indian
Indian
Tanzanian
Tanzanian
Tanzanian
Tanzanian
Indian
Indian

Position

Chairman (Non-executive)
Director (Non-executive)
Director (Independent)
Director (Independent)
Director (Independent)
Director (Independent)
Director (Executive)
Director (Executive)

The Board was supported by the following commiltees during the year 2020.

1 Audit committee

51. no. Name of director
1 Mr. Rajab Seleman Kakusa
2 Ms. Mwanaidi A Mtanda

3 Dr. Indiael D Kaaya

2. Credit committee

Sl. no. Name of director
1 Mr. Santanu Kumar Majumdar
2 Prof. Deus D Ngaruko
3 Dr. Indiael D Kaaya

3. Risk management committee

51 no. Name of director
1 Prof. Deus D Ngaruko
2 Mr. Santanu Kumar Majumdar
3 Dr. Indiael D Kaaya

Board meeling and other committee meetings were held as per guidelines of regulator during 2020 on 06 March 2020,

25 June 2020, 4 September 2020 and 01 December 2020,

DIRECTORS RESPONSIBILITY

The Board of Directors confirms that in the preparation of Annual financial statement for the year ended 31st

December 2020.

'Nationality

Tanzanian
"Tanzanian
"Tanzanian

‘Nationality

'Indian
‘Tanzanian
'Indian

'Nationality

Tanzanian
'Indian
"Tanzanian

Serving since

(w.e.f. 18.03.2019)
(w.e.f 13.05.2019)
(w.e.f. 17.08.2016)
(w.e.f20.06.2019)
(w.e.f24.12.2019)
(w.ef24.12.2019

(w.e.f. 16.07.2019)
(w.e.f. 16.07.2019)

Position

Chairman
Member
Member

Position

Chairman
Member
Member

Position

Chairman
Member
Member

e Accounting policies framed in accordance with the guidelines of Bank of Tanzania, were consistently applied.

o The applicable accounting standards have been followed.
o Proper and sufficient care was taken for maintenance of adequate accounting records with the provisions of

applicable guidelines governing Banks in Tanzania.

e True and fair view of the state of affairs of the Bank and profit of the Bank is given at the year ended 31

December 2020.

CORPORATE GOVERNANCE

Directors are committed to the principles of good corporate governance and recognize the need to conduct the Banking

business with best practices. Therefore Directors confinm that:

e The Board of Directors conducted the meeting regularly in the year 2020.

e The position of the Chairman & Chief Executive officer are held by different persons.
e They have effeclive control over the company and its executive management,

o Board exercises the responsibility for policy decisions, budgeting & monitoring performance.

§



CANARA BANK (TANZANIA) LIMITED
Statement of Directors’ Responsibilities
For the year ended 31 December 2020

The directors accept responsibility for the financial statements, which have been prepared using
appropriate accounting policies supported by reasonable and prudent judgments and estimates, in
confermity with International Financial Reporting Standards, requirements of the Companies Act,
2002 & the Banking and Financial Institution Act, 2006 and the guidelines of Bank of Tanzania.

The directors acknowledge that they are ultimately responsible for the system of internal financial
control established by the Bank and place considerable importance on maintaining a strong control
environment. To enable the directors to meet these responsibilities, the Board of Directors sets
standards for internal control aimed at reducing the risk of error or loss in a cost effective manner.
The standards include the proper delegation of responsibilities within a clearly defined framework,
effective accounting procedures and adequate segregation of duties to ensure an acceptable level
of risk. These controls are monitored throughout the Bank and all employees are required to
maintain the highest ethical standards in ensuring the Bank’s business is conducted in a manner that
in all reasonable circumstances is above reproach. The focus of risk management in the Bank is on
identifying, assessing, managing and monitoring all known forms of risk across the Bank, While
operating risk cannot be fully eliminated, the Bank endeavors to minimise it by ensuring that
appropriate infrastructure, controls, systems and ethical behaviour are applied and managed within
predetermined procedures and constraints.

The directors are of the opinion, based on the information and explanations given by management,
that the system of internal control provides reasonable assurance that the financial records may be
relied on for the preparation of the financial statements. However, any system of internal financial
control can provide only reasonable, and not absolute, assurance against material misstatement or
loss.

The directors have reviewed the bank's cash flow forecast for the year to December 31, 2021 and, in
light of this review and the current financial position, they are satisfied that the bank has or had
access to adequate resources to continue in operational existence for the foreseeable future.

Nothing has come to the attention of the Directors to indicate that the Bank will not remain a going
concern for at least twelve months from the date of this statement.

The external auditors are responsible for independently auditing and reporting on the bank's
financial statements. The financial statements have been examined by the bank's external auditors
and their report is presented on pages 9 to 12.

d on the going concern
¢ signed on their behalf

The financial statements set out on pages 13 to 36, which have been prepz
basis, were approved by the board of directors on Wt Me s 2011 and
by

y:

Mr. T R Balaji Rao Mr. if5fab Seleman Kakusa
Managing Director Diredtor

Place: Dar Es Salaam
Date: ..\ &ledleel. ...



CANARA BANK (TANZANIA) LIMITED
Declaration of Head of Finance
For the year ended 31 December 2020

The National Board of Accountants and Auditors (NBAA) according to the power conferred under the
Auditors and Accountants (Registration) Act. No. 33 of 1972, as amended by Act No. 2 of 1995, requires
financial statements to be accompanied with a declaration issued by the Head of Finance/Accounting
responsible for the preparation of financial statements of the entily concerned.

It is the duly of a Professional Accountant to assist the Board of Directors/Governing Body/ Management
to discharge the responsibility of preparing financial statements of an entity showing true and fair view of
the entity position and performance in accordance with applicable International Accounting Standards and
statutory financial reporting requirements.

Full legal responsibility for the preparation of financial statements rests with the Board of
Directors/Governing Body as under Directors Responsibilily statement on an earlier page.

| FADHILI PETRO SANGA being the Head of Finance of Canara Bank (Tanzania) Limited hereby
acknowledge my responsibility of ensuring that financial statements for the year ended 31 December 2020
have been prepared in compliance with applicable accounting standards and statutory requirements.

I thus confirm that the financial statements give a true and fair view position of Canara Bank (Tanzania)
Limited as on 31 December 2020 and that they have been prepared based on properly maintained
financial records.

Signed by: .......20= 0. S A
Position: HEAD OF FINANCE

NBAA Membership No. GA 5296
Date: .....Li».[.&?.’&.l.?sﬁ-'f.é;! ......................
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INDEPENDENT AUDITOR’S REPORT T Box- 1314, Dar es Salaam

TO THE MEMBERS OF

CANARA BANK (TANZANIA) LIMITED T: +255 653 222 299, +255 768 222 299

info@bakertilly.co.tz
Opinion www.bakertilly.co.tz
We have audited the financial statements of Canara Bank (Tanzania) Limited (the Bank), which comprise the
Statement of Financial Position as at 31st December 2020, and the Statement of Profit or Loss and Other
Comprehensive Income, Statement of Changes in Equity and Statement of Cash Flows for the year then ended,

and notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the
Bank as at 31st December 2020 and of its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards (IFRSs) and the Companies Act, 2002.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under
those standards are further described in the Auditor's responsibilities for the audit of the financial statements
section of our report. We are independent of the Bank in accordance with the International Ethics Standards
Board for Accountants Code of Ethics for Professional Accountants (IESBA Code) together with The National
Board of Accountants and Auditors (Code of Ethics) By - Laws, 2013, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key Audit Matters are those matters that, in our professional judgment, were of most significance in our audit of
the financial statements of the current period. These matters were addressed in the context of our audit of the
financial statements as whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these matters.

Area of focus How our audit addressed the area of focus and
results of our audit

Allowances for impairment on loans and | Our work covered impairment of loans and advances to

advances customers.

Refer to notes 15 of the financial statement. We understood and tested key controls and focused on:

Consideration is given at each financial statement e The identification of impairment events and

position date to determine whether there is any classification of loans

indication of impairment of the carrying values of e The governance over the impairment processes

the bank’s loans and advances. Indications could e The review and approval process that

be failure by borrowers to fully meet terms and management have in place for the outputs of the

conditions of the loans and advances, poor Bank’s impairment model.

servicing of loans & advances and severe

economic slowdown in a given sector. We assessed the use of historic experience to
estimate impairment events which have occurred but

Determinations of impairment provisions remains a not reported and to derive estimates of future cash

highly  subjective and judgmental area. flows.

Furthermore, the Bank is subject to significant

regulatory scrutiny with respect to

Partners:
Baker Tilly DGP & Co., trading as Baker Tilly is a member of the global network of Baker Tilly K. S. Bhattbhatt (Tanzanian)
International Ltd., the members of which are separate and independent legal entities. Kailas K. Bhattbhatt (Tanzanian)

9 Vishwanshu H. Trivedi (Indian)
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provisioning levels.

In assessing impairment amount, the estimated
future loan recoveries (future cash flows) are
discounted to their present values based on the time
value of money and the risk specific to an individual
loan or the group of loans.

We also focused on the calculations of required
impairment provisions, including the use of a
model, and in particular the critical assumptions
used in the model and calculations.

These assumptions include:
1. Timing of the expected cash flows
2. Expected future cash flows
3. Discount rates
4. Quality of security maintained
5. Time taken to realize security.

Further, we evaluate the accuracy of impairment
tests applied.

Results of our work

Based on procedures performed and evidence
obtained, we found management assumptions to be
reasonable and therefore consider provisions to be
appropriate.

Revenue recognition
Refer to notes 6 of the financial statements

Interest income is recognized in the statement of
profit or loss and other comprehensive

income for all interest bearing instruments on an
accrual basis using the effective interest method,
based on the actual purchase price.

The effective interest rate method is a method of
calculating the amortized cost of financial assets of
a financial liability and of allocating the interest or
interest expense over the relevant period. The
effective interest rate is the rate that exactly
discounts estimated future cash payments or
receipts through the expected life of the financial
instrument or, when appropriate, a shorter period to
the net carrying amount of the financial asset or
financial liability.

Once a financial asset or a group of similar financial
assets have been written down as a result of
impairment loss, interest income is recognized using
the rate of interest that was used to discount the
future cash flows for the purpose of measuring the
impairment loss.

Fees and commissions are generally recognized on
an accrual basis when the service has been provided
or significant act has been performed. Loan
commitment fees for loans that are likely to be drawn
down are deferred (together with related direct costs)
and recognized as an adjustment to the effective
interest rate on the loan. Commission and fees
arising from negotiating or participating in the
negotiation of, a transaction for third party such as
arrangement of the acquisition of shares or other
securities or the purchase or sale of business are

We considered the appropriateness of the Bank’s
income and other similar income recognition
accounting policies, including the recognition and
classification criteria for revenue.

We assessed transactions taking place at either side
of the statement of financial position date to evaluate
whether interest income and interest expense were
recognized in the correct period

Results of our work
Based on our procedures performed and evidence
obtained, we found that revenue was fairly stated

10
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recognized on completion of the underlying
transaction.

There is a risk that revenue may be overstated
because fraud as a result of pressure management
may feel to achieve performance targets.

Emphasis of Matter

On 11 March 2020, the world Health Organization declared Corona virus (COVID-19) outbreak a  pandemic
in recognition of its rapid spread across the globe. COVID-19 affects the bank in certain uncertainties for the
future financial position and performance of the Bank. Uncertainties related to the potential effects of COVID-
19 are relevant to understanding our audit of the financial statements. Our audits assess and challenge the
reasonableness of estimates made by the bank, the related disclosures and the appropriateness of the going
concern assumption in the financial statements. The appropriateness of the going concern assumption depends
on the assessment of the future economic environment and the bank’s future prospects and performance. The
COVID-19 pandemic is an unprecedented challenge for humanity and for the economy globally, and at the date
of this report its effects are subject to levels of uncertainty. An audit cannot predict the unknowable factors or
all possible future implications for a Company and this is particularly the case in relation to COVID-19.

Other information

The directors are responsible for the other information. The other information comprises the Director's Report
as required by the Companies Act, 2002, which we obtained prior to the date of this report. Other information
does not include the Financial Statements and our auditor's report thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on the work we
have performed, we conclude that there is a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

Responsibilities of the directors for the financial statements

The directors are responsible for the preparation and fair presentation of the financial statements in accordance
with International Financial Reporting Standards and the requirements of the Companies Act, 2002 and for
such internal control as the directors determine is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Bank's ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless the directors either intend to liquidate the Bank or to cease operations, or have no
realistic alternative but to do so.

Auditor's responsibilities for the audit of financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:
Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

11



@ pakertilly

Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Bank's internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosure made by the directors.

Conclude on the appropriateness of the director’s use of the going concern basis of accounting and
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Bank's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor's report to
the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the Bank to cease to continue as a going
concern.

We communicate with the directors regarding, among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies in internal control that we identify during our
audit.

Report on other legal and regulatory requirements
As required by the Companies Act, 2002, we report to you, based on our audit, that:

i) we have obtained all the information and explanations which to the best of our knowledge and
belief were necessary for the purposes of our audit;

ii) in our opinion proper books of account have been kept by the Bank, so far as appears from our
examination of those books;

iii) the director’s report is consistent with the financial statements;

iv) information specified by the law regarding director’s remuneration and transactions with the Bank
is disclosed; and

v) the Bank's Statement of Financial Position and Statement of Profit or Loss and Other

Comprehensive Income are in agreement with the books of accounts.

For Baker Tilly DGP & Co.~

Kailas K. Bhattbhatt
Partner ks

Place : Dares Salaam
Date : 16th March 2021
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CANARA BANK (TANZANIA) LIMITED
Statement of profit or loss and other comprehensive income
For the year ended 31 December 2020

Note
INTEREST INCOME
Interest Income 7
Interest Expenses 8
Net Interest Income
OTHER OPERATING INCOME
Fees & Commission 9
Operating Income
Provision of impairment 27(ii)
Net Operating Income
Operating expenses 10
Profit/(loss) before taxation
Income tax (charge)/credit 16

Profit/(loss) for the year

Other Comprehensive Income
TOTAL COMREHENSIVE INCOME/(L.OSS) FOR THE YEAR

The financial statements on pages 13 to 36 were approved by thé

At Maszla | ..2021 and signed on its behalf by:

3\\@\
Mr. T R Balaji Rao
Managing Director

Place: Dar Es Salaam
Date: .. 48192 2000

2020 2019
TZS '000 TZS '000
8,750,584 8,167,402
(3,292,983)  (2,802,029)
5,457,601 5,365,373
850,825 895,681
6,308,426 6,261,054
(201,248) (61,624)
6,107,178 6,199,431
(3,524,730)  (4,048,318)
2,582,448 2,151,112
(924,162) (678,808)
1,658,286 1,472,304
1,658,286 1,472,304

ard of Directors on

The accounting Policies and Notes on pages 17 to 36 form an integral part of the financial statemen

Report of the Auditors - Pages 9 to 12
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CANARA BANK (TANZANIA) LIMITED

Statement of financial position

As at 31 December 2020
2020 2019

Note TZS '000 TZS '000
ASSETS
Cash 11(i) 1,279,032 405,326
Balances with Bank of Tanzania 11(ii) 3,824,459 6,601,309
Deposits and balances with
Other banks and financial institutions 12 35,076,663 37,534,894
Government securities 13 30,890,000 25,371,800
Loans and advances (Net) 15 48,424,852 35,634,012
Debtors and other receivables 14 855,287 610,958
Income tax recoverable 16(ii) 755 755
Property, plant & equipment 18() 660,882 1,017,346
Right to use Assets 18(ii) 555,615 833,422
Total assets 121,667,545 108,009,822
LIABILITIES
Customer deposits 19 81,248,901 69,899,458
Lease Liabilties 20(i) 534,678 764,923
Other liabilities 20(ii) 2,072,246 1,324,976
Income tax payable 16(ii) 3,246 51,191
Deferred tax liability 17 82,910 1,994
Total liahilities 83,941,980 72,042,542
SHAREHOLDERS' EQUITY
Share capital 32,830,000 32,830,000
Retained earnings 4,754,214 2,308,698
Statutory reserve 41,351 828,582
Total shareholders' equity 37,625,565 35,967,279
Total equity and liabilities 121,567,545 108,009,822

The financial statements on pages 13 to 36 were approved by/the| Board of Directors on
A8 Macda 2021 and signed on its behalf by:

ST | fPN L R e SRS S
Mr. T-R Balaji Rao Mr. Raj eleman Kakusa

& R 5 <
Managing Director Directo

Place: Dar s,S Iagm
Date: . \&(©I 202\ ...

The accounting Policies and Notes on pages 17 to 36 form an integral part of the financial statements.

Report of the Auditors - Pages 9 to 12
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CANARA BANK (TANZANIA) LIMITED
Statement of changes in equity
For the year ended 31 December 2020

Attributable to equity holders of the Bank

Share  General Statutory  Retained Toftal
Capital Reserve Reserve  earnings equity
TZ5'000 TZS'000 TZS'000 TZS '000 TZS '000

Balance at 1st January 2019 32,830,000 493,374 45925 1,125,677 34,494,976
Transfer to retained earnings - (493,374) - 493,374

Transfer to statutory reserve - - 782657  (782,657) -
Total comprehensive income for the year B - - 1,472,304 1,472,304
Balance at 31st December 2019 32,830,000 828,582 2,308,698 35,967,280
Balance at 1st January 2020 32,830,000 - 828,682 2308698 35,967,279
Impairment provision of assets on opening balance ) )

-IFRS 9 B i

Deferred tax assets on Impairment provision of
assets on opening balance - [FRS 9

Transfer to retained earnings - - (787,231) 787,231 -
Total comprehensive income for the year - - - 1,658,286 1,658,286

Balance at 31st December 2020 32,830,000 - 41,351 4,754,214 37,625,565

.{ l\
The financial statements on pages 13 to 36 were approved by the Board of Dirgctors on \gmﬂ"i‘zom and

signed on its beha?y:

Nﬁ}a/

...................................................

3 FIREERROTNR [ B ol e e R R S
Mr.ny/ alaji Rao Mr. Rgrab Seleman Kakusa
Mariaging Director Director

Place: Dar fs Salaam
Date: . L¥[02| 2028 .

The accounting Policies and Notes on pages 17 to 36 form an integral part of the financial statements.

Report of the Auditors - Pages 9 to 12



CANARA BANK (TANZANIA) LIMITED
Statement of Cash Flows
For the year ended 31 December 2020

Note

Cash flows from operating activities
Profit hefore taxation
Adjustments for:

Depreciation

Provision for Impairment of assets

Loss on disposal of fixed assels

Net foreign exchange gain
Net cash flow before changes in working capital

Change in statutory minimum reserve - see note 11(i)
Change in investment in Treasury Bills & Bonds
Change in loans and advances to customers
Change in debtors and other receivables

Change in loans to other financial institutions

Change in customers deposits

Change in other creditors

Cash generated from operations hefore tax

Income tax paid 16(ii)
Net cash flow from operating activities

Cash flows from investing activities
Purchase of property, plant & equipment 18
Net cash used in investing activities

Cash flows from financing activities
Payment of lease Liabilities 20(i)

Net cash generated from financing activities

Net cash flow for the period
Effect of exchange rate changes on cash and cash equivalents
Cash and cash equivalents as at 1st January

Cash and cash equivalents as at 31st December 22

N
%‘»\{"\
Mr. TR Balaji Rao

Managing Director

Place: Dar Es Salaam
Date: ... \%L.o2N\2a2. ...

The accounting Policies and Notes on pages 17 to 36 form an integral part of the financial statements.

Report of the Auditors - Pages 9 to 12
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2020 2019
TZ5'000 TZS'000
2,582,448 2,151,113
693,708 1,239,148
201,248 61.624
(174,725) (137,857)
3,302,679 3,314,028
62,320 (937.829)
(11,676,207) 978,155
(12,992,088) (839,934)
(252,183) 6,165
(1,009,157) (3.000)
11,349,443 3,336,531
747,269 116,124
(10,467,924) 5,970,241
(891,191) (612,787)
{11,359,115) 5,367,454
(58,410) (19,389)
{658,410) (19,389)
(230,245) (3486,307)
(230,245) (346,307)
(11,647,770) 4,991,759
174,725 137,857
48,369 871 43,240,255
8,369,871




CANARA BANK (TANZANIA) LIMITED
Notes to the financial statements
For the year ended 31 December 2020

B

GENERAL INFORMATION

Canara Bank (Tanzania) Limited is a wholly owned, subsidiary of Canara Bank India. It has been
incorporated under the Tanzanian Companies Act, 2002 on 2 November 2015. The Bank of
Tanzania issued license to conduct banking business under section 7 of the Banking and Financial
Institutions Act, 2006 on 5 May 2016. The Bank commenced business on 09 May 2016.
ACCOUNTING CONVENTION

The Financial statements have been prepared under the historical cost convention of accounting
modified to include revaluation of financial instruments whereever applicable. The Bank prepares its
financial statements under International Financial Reporting Standards (IFRS).

ADOPTION OF NEW AND REVISED STANDARDS & INTERPRETATIONS
Standards, Amendments to the standards and Interpretations effective on or after January 202

There are a number of standards, amendments to standards, and interpretations which have been
issued by the IASB that are effective in future accounting periods that the Bank has decided not to
adopt early. The following amendments are effeclive for the period beginning on or after 1 January
2020:

1. 1AS 1 Presentation of Financial Statements and IAS 8 Accounting Palicies, Changes in
Accounting Estimates and Errors (Amendment — Definition of Material)
2. IFRS 3 Business Combinations (Amendment — Definition of Business) .
3. IFRS 10 and IAS 28 (amendments) Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture.
4. Revised Conceptual Framework for Financial Reporting
5. IFRS 17 Insurance Contracts
6. Annual Improvements 2015-2017 Cycle

e |FRS 3 Business Combinations

e |FRS 11 Joint Arrangements

e IAS 12 Income Taxes

IAS 23 Borrowing Costs

The directors do not expect that the adoption of the Standards listed above will have a material
impact on the financial statements of the Bank in future periods.

SIGNIFICANT ACCOUNTING POLICIES

(i) Basis of accounting

Canara Bank (Tanzania) Limited has prepared its financial statements in accordance with
International Financial Reporling Standards (IFRS). The financial statements have been
prepared and presented on historical cost conventions modified to include revaluation of financial
instruments wherever applicable.

(ii) Revenue recognition

Income is recognized on an accrual basis. When an account is classified as non-performing, the
interest accrued on that account is suspended and kept in interest suspense account until it is
realized in cash.
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CANARA BANK (TANZANIA) LIMITED
Notes to the financial statements
For the year ended 31 December 2020

4, SIGNIFICANT ACCOUNTING POLICIES(CONT)

(iii)

Foreign currency transactions

In preparing the financial statements of the enlities, transactions in currencies other than the
entity's functional currency (foreign currencies) are recorded at the rate of exchange prevailing on
the dates of the transactions. At each balance sheet date, monetary items denominated in foreign
currencies are retranslated at the rates prevailing on the balance sheet date. Exchange differences
arising on the sellement of monetary items, and on the refranslation of monetary items, are
included in the income statement.

Exchange differences arising on the retranslation of non-monetary items carried at fair value are
included in profit or loss for the period except of differences arising on the retranslation of non-
monetary items in respect of which gains and losses are recognised directly in equity. For such
non-monetary items, any exchange component of that gain or loss is also recognised directly in

equity.

(iv) Financial assets

The bank classifies its financial assets in the following categories: Financial assets at fair value
through profit or loss, loans and receivables, held-to-maturity investments and available for sale

o Financial assets at fair value through profit or loss:- A financial asset is classified in this
category if acquired principally or the purpose of selling in the short term or if so designated by
the management.

o Loans and receivables:- Loans and receivables are non-derivative financial assets with fixed
or determined payments that are not quoted in an active market. They arise when the bank
provides money, goods or services directly to debtor with no intention of trading the
receivables.

e Held-to-maturity - Held to maturily investments are non-derivative financial assets with fixed
or determinable payments and fixed maturities that the bank management has the positive
intention and ability to hold to maturity.

e Avallable for sale:- Available for sale investments are those intended to be held for an
indefinite period of time, which may be sold in response to needs for liquidity or change in
interest rates, exchange rates or equity price.

Purchase and sales of financial assets at fair value through profit or loss, held to maturity and
available for sale are recognised on trade date. Loans and receivables are recognised when cash is
advanced to the borrowers. All financial assets are initially recognised at fair value plus transaction
cost. Financial assets are de-recognised when the rights to receive cash flows from the financial
assets have expired.

Subsequently, financial assets at fair value through profit or loss and available for sale, are carried at
fair value. Loans and receivables and held-to-malurity investments are carried at amortised cosl
using the effective interest method.
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CANARA BANK (TANZANIA) LIMITED
Notes fo the financial statements (Continued)
For the year ended 31 December 2020

4.  SIGNIFICANT ACCOUNTING POLICIES(CONT)
(v) Impairment of financial assets
The bank assesses at each balance sheet date whether there is objeclive evidence that a financial
asset is impaired. A financial asset or a group of financial assets is impaired and impairment losses
are incurred if, and only if, there is objective evidence of impairment as a result of one or more
events that occurred after the initial recognition of the financial asset and that loss event has an
impact on the estimated future cash flows of the financial assets that can be reliably estimated.
If there is objective evidence that an impairment loss has been incurred on "Financial assets at fair
value through profit or loss", "Financial assets Held-to-maturity" or Financial assets available for sale",
the amount is measured as difference between the assets carrying cost and its present value of
estimated future cash flow discounted at the effective interest rate. The carrying amount is reduced
through an allowance account and the amount of loss is recognised in the income statement.
In case of loans and receivables, if there is an evidence of impairment loss, specific provisions is
made in line with the requirements of the guidelines issued by the Bank of Tanzania (BOT) as
follows:
The provisions are to be compared using both International Financial Reporting Standard (IFRS) 9
approach and Bank of Tanzania (BOT) regulatory approach as under:
No. of days Overdue Classification Provision (%)
Below 30 Standard Nil
31-90 Especially mentioned 3
91-180 Substandard 20
181 - 360 Doubtful 50
Above 361 Loss 100
In case IFRS-9 provision is less than BOT provision, then a special non-distributable reserve is to be
created through an appropriation of distributable reserve to eliminate the shortfall. The fransfer is to
be made in the statement of changes in equity and the purpose of the reserve shall be stated in a
note to the accounts.
Profit for the year should be ftransferred to retained earnings and an appropriate charge to the
regulatory non-distributable reserve made before any dividend is declared.
The special non-distributable reserve created shall not be part of bank's core capital. In other words,
the reserve will not be taken into account when computing Core capital of the bank. Where the bank
has made a loss or has negative retained earnings, the excess provision should be added to
accumulated losses when computing core capital.
(vi) Property, plant & equipment

All property, plant & equipment are stated at historical cost less depreciation. Historical cost includes
expenditure that is directly attributable to the acquition of the asset.



CANARA BANK (TANZANIA) LIMITED
Notes to the Financial Statements (Continued)
For the year ended 31 December 2020

4.
(vi)

{viil

SIGNIFICANT ACCOUNTING POLICIES(CONT)
Property, plant & equipment(Cont)

Subsequent costs are included in the asset's carrying amount or are recognized as separate asset,
as appropriate, only when it is probable that future economic benefit associated with the asset will
flow to the bank for more than one year. All other repairs and maintenance expenses are charged to
the income statement.

Depreciation is provided in full in the month of additions. No depreciation is provided in the month of
sale/disposal. Depreciation is calculated to write off the cost of the fixed assets on a reducing
balance basis over their estimated useful lives. The annual depreciation rates in use are:

e Computers & hardware 37.50% (WDV)
o Motor vehicles 37.50% (WDV)
e Office furniture & equipment 12.60% (WDV)
e Computer software 33.33% (Flat)

All of the above assets are reviewed for impairment once annually where ever there is a
circumstantial evidence of impairment.

Lease

The bank is having lease transactions during the year. Bank has lease agreement for the office
premises and residential premises.

Bank as a lessee

The Bank applies a single recognition and measurement approach for all leases, except for short-
term leases and leases of low-value assets. The Bank recognises lease liabilities to make lease
payments and right-of-use assets representing the right to use the underlying assets.

Right-of-use assets

The Bank recognises right-of-use assets at the commencement date of the lease (i.e., the date the
underlying asset is available for use). Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and adjusted for any remeasurement of lease
liabilities. The cost of right-of-use assets includes the amount of lease liabilities recognised, initial
direct costs incurred, and lease payments made at or before the commencement date less any lease
incentives received. Right-of-use assets are depreciated on a straight-line basis over the shorter of
the lease term and the estimated useful lives of the assets.

If ownership of the leased asset transfers to the Bank at the end of the lease term or the cost reflects
the exercise of a purchase option, depreciation is calculated using the estimated useful life of the
asset,

Right of use assets have been shown separately on the face of the financial statements.
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CANARA BANK (TANZANIA) LIMITED
Notes to the Financial Statements (Continued)
For the year ended 31 December 2020

4.
(vii)

SIGNIFICANT ACCOUNTING POLICIES(CONT)

Lease (Cont)

Lease liabilities

At the commencement date of the lease, the Bank recognises lease liabilities measured at
the present value of lease payments to be made over the lease term. The lease payments
include fixed payments (including in-substance fixed payments) less any lease incentives
receivable, variable lease payments that depend on an index or a rate, and amounts
expected to be paid under residual value guarantees. Variable lease payments that do not
depend on an index or a rate are recognised as expenses (unless they are incurred to
produce inventories) in the period in which the event or condition that triggers the payment
QCCurs.

In calculating the present value of lease payments, the Bank uses its incremental borrowing
rate at the lease commencement date because the interest rate implicit in the lease is not
readily determinable. After the commencement date, the amount of lease liabilities is
increased to reflect the accretion of interest and reduced for the lease payments made. In
addition, the carrying amount of lease liabilities is remeasured if there is a modification, a
change in the lease term, a change in the lease payments (e.g., changes to future payments
resulting from a change in an index or rate used to determine such lease payments) or a
change in the assessment of an option to purchase the underlying asset.

The Bank's lease liabilities have been shown separately on the face of the financial
statements.

Short-term leases and leases of low-value assets

The Bank applies the short-term lease recognition exemption to its short-term leases of
machinery and equipment (i.e., those leases that have a lease term of 12 months or less
from the commencement date and do not contain a purchase option). It also applies the
lease of low-value assets recognition exemption to leases of office equipment that are
considered to be low value. Lease payments on short-term leases and leases of low-value
assets are recognised as expense on a straight-line basis over the lease term.

The outstanding Bank Premises lease is for two years. Minimum lease payment
(Undiscounted) is as follows:

e Nextyear TZS 213,368,544
e Year 2 through year 3 TZS 213,368,544
e beyond three year Nil

Outstanding Residential premises lease is for a period of two years and the minimum lease
payment(Undiscounted) is as follows:

e Nextyear TZS 84,912,000
e Year 2 through year 3 TZS 84,912,000
e beyond Three year Nil
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CANARA BANK (TANZANIA) LIMITED
Notes to the Financial Statements (Continued)
For the year ended 31 December 2020

4,
(viii)

(ix)

(x)

(xi)

SIGNIFICANT ACCOUNTING POLICIES(CONT)

Cash and cash equivalents

For the purpose of cash flow statement, cash and cash equivalents comprises of balances with
less than three months maturity from the date of acquisition, including cash, non-restricted
balances with Bank of Tanzania, balances with other commecial banks, money market and
investments in government securities.

Taxation

Income tax expense represents the sum of the current tax payable and the deferred taxation.
Current taxation is provided on the basis of the profit for the year, as shown in the financial
statement, adjusted in accordance with the Income Tax Act, 2004.

Deferred tax is provided on all temporary differences. Temporary differences are differences
between the carrying amount of assets and liabilities for financial reporting purpose and their
tax base,

The amount of deferred tax provided is based on the tax rate that has been enacted or
substantially enacted by the balance sheet date and is expected to apply when the related
deferred income taxis realized or the deferred tax liability is settled.

Deferred tax assets are recognized only to the extent that it is probable that future taxable
profits will be available against which the temporary differences can be utilized.

Provisions

Provisions are recognised when the Bank has a present legal or contractual obligation as a
result of past events, which will result in an economic outflow and where a reliable estimate can
be made of the amount of the obligation.

Employee benefits

All short term employee benefits are provided for in the income statement on accrual basis.
Further, employees are members of a defined contribution scheme, employees contribute ten
percent of their salary and employer contributes ten percent of the employees' salary to the
scheme. The employers' contribution is accounted for in the period it falls due.

(xii) Comparatives

(xiii)

Where necessary, comparative figures have been reclassified to conform with changes in
presentation in the current year.

Statutory reserves

As per the circular of BOT, for provision of non-performing assets, Bank is required to compute
provision using both IFRS-9 approach and BOT regulatory approach. IFRS-9 provision should
be charged to the income statement. In case IFRS-9, provisions for classified assets is less
than BOT provision, then a special non-distributable reserve should be immediately created
through an appropriation of distributable reserves to eliminate the shortfall. This reserve should
be termed as "Statutory Reserve".
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CANARA BANK (TANZANIA) LIMITED
Notes to the Financial Statements (Continued)
For the year ended 31 December 2020

5.

RISK MANAGEMENT

Operating in a liberalised and globalised environment, bank is exposed to different types of
risks emanating from financial and non-financial factors. Risks faced by the bank have been
categorized as Credit risk, market risk, liquidity risk, operational risk and strategic risk.

The Board of Directors has overall responsibility for the establishment and oversight of the
bank's risk management framework. The board has established the Assets and Liability,
Credit and Operational Risk and ICT Commitees, which are responsible for developing and
monitoring bank's risk management policies in their specified area. All Board committees
have both executive and non executive members and report regularly to the Board of
Directors on their activities.

The Bank's risk management policies are established to identify and analyse the risks faced
by the bank, to set appropriate fisk limits and controls, and to monitor risks and adherence fo
limits. Risk management policies and systems are reviewed regularly to reflect changes in
market conditions, products and services offered and the guidelines issued by the Bank of
Tanzania. The Bank, through its training and management procedures, aims to develop a
disciplined and constructive control environment, in which all employees understand their
roles and obligations.

The Audit committee is responsible for monitoring compliance with the bank's risk
management policies and procedures, and for reviewing the adequacy of the risk
management framework in relation to the risks faced by the group. The Audit committee is
assisted in these functions by the Internal Audit. Internal Audit undertakes both regular and
adhoc reviews of risk management controls and procedures, the results of which are
reported to the Audit Committee. The follow up of these procedures is closely monitored by
the Managing Director, in the day to day activities of the bank.

Credit risk

Credit risk is a risk of financial loss to the bank, if a customer or counterparty to a financial
instrument fails to meet its contractual obligations, and arises principally from the bank's
loans and advances to customers and other banks, and investment debt securities.

The Board of Directors has delegated responsibility for the oversight of credit risk to its
Credit committee. The credit department of the bank, reporting to the credit committee is
responsible for management of the bank's credit risk, including:-

e Formulating credit policies covering collateral requirements, credit assessment, risk
grading and reporting, documentary and legal procedures, and compliance with

e Establishing the authorisation structure for approval and renewal of credit facilities.
The credit limits are governed by the Credit policy, as approved by the board.
Reviewing and assessing credit risks.

e Limiting concentrations of exposure to counterparties, geographies and industries (for
loans and advances).
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CANARA BANK (TANZANIA) LIMITED
Notes to the Financial Statements (Continued)
For the year ended 31 December 2020

5.
(i)

(1)

(iii)

(iv)

RISK MANAGEMENT (CONT)
Credit risk (Cont)

Regular audit of credit process is undertaken by the internal audit. The classification of advances based
on the overdue balances, showing exposure to credit risk, is given below:

Balance outstanding
including

Particulars unrecovered interest Secured Unsecured
Standard 44 430,142,384 38,486,574,322 5,943,568,062
ESM 3,022,074,629 3,022,074,629 0.00
Substandard 1,319,309,939 1,311,133,969 8,175,970
Doubtful 0.00 0.00 0.00
Loss 0.00 0.00 0.00

There was impairment loss on loans and advances of TZS 201 Million during the year. The bank has
complied with the requirements of the Bank of Tanzania and the International Financial Reporting
Standards as explained in note 4 (v).

The occurrence of COVID 19 had slight impact on bank credit risk in year 2020. Due to changes in
customers business environment, the bank in compliance with BOT guideline had restructured customer
Loans amounting to TZS 9.8 Billion as at December 2020 as compared to TZS 2.9 Billion reported in
December 2019 . The Expected credit risk allowances amounting to TZS 4.4 Million is related to
restructured loans.

Market risk

The bank is exposed to market risk. Market risk arises from open positions in Interest rate, currency and
equity products. The board sets limits and reviews it at regular interval on the risk that may be accepted.
Further the exposure is monitored on daily basis.

Liquidity risk

The bank is exposed to daily calls on its available cash resources from over night deposits, current
accounts, maturing deposits, loans drawn and guarantees, from margin and other calls on cash
seltlement. The board has set limit based on their experience of the minimum proportion of maturing
funds available to meet and on the minimum level of inter-bank and other borrowing facility that should
be in place to cover withdrawals at unexpected levels of demand.

Despite the emergence of COVID 19, the bank has been able to operate with adequate liquidity and
complying with BOT requirement. As at December 2020, bank was maintaining liquidity ratio of 35.13%
which is above regulatory limit of 20%. Futher, maturity gap analysis between assels and liabilities of
the bank, reveals positive net maturity gap as per annexure in page 26.

Management forecast for next 12 months reveals that bank will have adequate liquidity to support
business requirements.

Interest rate risk

The bank is exposed to various risk associated with the effect of fluctuation in the prevailing levels of
market interest rates on its financial position and cash flow. The bank has the discretion to change the
rate on deposits, loans and advances in line with the changes in market trend. These measures
minimise the bank's exposure to interest rate risk.
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CANARA BANK (TANZANIA) LIMITED
Notes to the Financial Statements (Continued)
For the year ended 31 December 2020

5.
(iv)

v)

(vi)

RISK MANAGEMENT (CONT)
Interest rate risk (Cont)

The interest sensitivity gap performed as at december 2020, shows that the bank has positive
interest sensitivity gap as it holds more rate sensitive assets than rate sensitive liabilities and
thefore changes in interest rate not expected to adversely affect earnings as shown in an
annexure in page 27.

The management projections for next year also shows positive interest rate sensitivity gap.

Currency risk

The bank is exposed to the risk that the value of a financial instrument will fluctuate due to
changes in foreign exchange rate. The bank is involved in foreign currency market only to the
extent of buying and selling to the extent of required currency. The bank is not involved in
foreign currency forward contracts and thus the risk is limited.

As at December 2020, the total bank exposure to foreign currency exchange risk amounted to
TZS 149 Million, being only 0.5 % of available core capital which is within a limit of 7.5% set
by regulator, as shown in annexure in page 28.

Operational risks

Operational risk is the risk of direct or indirect loss arising from a variety of causes associated
with the bank's processes, personnel, technology and infrastructure, and from external factors
other than credit, market, liquidity risks such as those arising from legal and regulatory
requirements and generally accepted standards of corporate behavior. Operational risk arises
from all the bank's activities.

The bank's objective is to manage the operational risk so as to balance the avoidance of
financial losses and damage to the bank's reputation with overall cost effectiveness and to
avoid control procedures that restrict initiate and creativity.

The primary responsibility for the development and implementation of controls to address
operational risk is assigned to the senior management at each department level. The
responsibility is supported by the development of overall standards for management of
operational risks in the following areas:

e Requirements for appropriate segregation of duties, including the independent
authorization of transactions;
Requirements for the reconciliation and monitoring of transactions;
Compliance with regulatory and other legal requirements;

e Documentation of controls and procedures;

Requirements for the periodic assessment of operational risks faced, and the adequacy
of controls and procedures to address the risks identified,

Requirements for the reporting of operational losses and proposed remedial action;
Development of contingency plans;

Training and professional development;

Ethical and business standard;

Risk mitigation, including insurance where this is effective.

Compliance with the standards is supported by the periodic review by the Internal Audit. The
results of the internal audit are discussed with the management of the branch, with summaries
submitted to the Audit Committee.
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CANARA BANK (TANZANIA) LIMITED
Notes to the Financial Statements (Continued)
For the year ended 31 December 2020

6.

CAPITAL MANAGEMENT

The Bank's objectives when managing capital, which is broader concept than the 'equity’ on the face of the
balance sheet, are:

e To comply with the capital requirement set by the regulator,
To safeguard the Bank's ability to continue as going concem so that it can continue to provide returns for
shareholders and benefits for other stakeholders; and
e To maintain a strong capital base to support the development of its business.
Capital adequacy and the use of regulatory capital are monitored daily by the Bank's Management, employing
techniques based on the guidelines developed by the Basel Commiltee, as implemented by the Bank of
Tanzania (BOT), for supervision purposes. The required information is filed with the BOT on a quarterly basis.

The Bank of Tanzania (BOT) requires each bank to:

o Hold a minimum level of core capital of Tzs. 15 billion;
e Maintain a ratio of core capital to the risk weighted assets plus risk weighted off balance sheet tems at or

above the required minimum of 12.5%; and
e Maintain total capital of not less than 14.5% of risk weighted assets plus risk weighted off balance sheet

items.
The bank's regulatory capital as managed by its management is divided into two tiers:

Tier 1 capital: Share capital, retained earnings and reserves created by appropriation of retained earnings.
Prepaid expenses and deferred charges are deducted in arriving at Tier 1 capital.

Tier 2 capital: Qualifying subordinate loan capital, collective impairment allowances and unrealized gains arising
on the fair valuation of equily instruments held as available for sale.

The risk weighted assels are ensured by means of a hierarchy of five risk weights classified according to the
nature and reflecting an estimate of credit, market and other risks associated with each asset and counterparty,
taking into account any eligible collaterals or guarantees. A similar treatment is adopted for off balance sheet
exposure, with some adjustments to reflect the more contingent nature of the potential losses.

The table below summarises the composition of regulatory capital and the ratios of the bank for the period
ending on 31st December, 2020:

Minimum capital required for market risks-Standardized Measurement method Amount (Tzs)

Foreign Exchange Risk 23,300,725
Interest Rate Position Risk .
Equities Position Risk 5
Total Minimum capital required for market risk 23,300,725

Adjusted risk weighted assets Risk-weight equivalents
Credit risk on balance sheet items 53,603,490,753
Credit risk on off balance sheet items 7,840,118,808
Total Minimum capital required for market risk 291,259,064
Total Minimum capital required for operational risk 6,978,882,766
Total adjusted risk weighted assets and off balance sheet exposures 68,713,751,391.91
Available capital

Available core capital 37,492,903,217
Available total capital 37,534,254,121
Capital adequacy ratios

Core capital to risk weighted assets and off balance sheet exposures 54.56%
Total capital to risk weighted assets and off balance sheet exposures 54.62%
Particulars BOT Requirement Actual
Core capital to total adjusted risk weighted assets 12.5% 54.56%
Total capital to total adjusted risk weighted assels 14.5% 54.62%
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10

INTEREST INCOME

Interest on loans and advances
Interest on Government securities
Interest on deposits and bank balances

INTEREST EXPENSE

Interest on customer deposits
Interest paid on borrowings from other bank

FEES & CONMISSION

Commission eamed including forex earnings

Bank charges, Exchange on demand drafts etc.

OPERATING EXPENSES

Employees salaries and other benefits
Advertisement & publicity
Audit fees

Depreciation & amortisation
Director fees

Excise duty

City service levy

License fees

Entertainment expenses

Bank charges

Postage & courier charges
Telephone & internet charges
Insurance

Legal & professional fees
Membership & subscription
Miscellaneous expenses

Swift & reuters service charges
Printing & stationary

Interest Expense on Lease Liability
AMC charges

Repairs and maintenance
Security charges

Training expenses
Transportation expenses
Travelling, hotel expenses etc.
Utility expenses

Unrecoverable VAT

30

2020 2019
TZS '000 TZS '000
4,619,782 4,225,387
2,554,035 2,843,598
1,576,767 1,098,417
8,750,584 8,167,402
2,611,158 1,950,126
681,825 851,903
3,292,983 2,802,029
326,739 289,734
524,086 605,947
850,825 895,681
1,303,080 1,455,849
58,441 24,723
28,625 33,778
693,708 1,239,149
13,860 20,218
67,001 70,126
12,445 12,543
80,780 71,208

. 1,657

28,988 24,133
1,443 1,439
121,198 128,993
198,325 190,413
32,405 11,785
8,687 41,773
17,780 9,579
130,646 68,143
16,977 40,873
62,280 88,108
395,385 401,444
24,732 23,969
49,365 51,066
8,297 5,407
6,693 3,848
10,186 3,997
26,962 24,097
126,441 -
3,524,730 4,048,318




CANARA BANK (TANZANIA) LIMITED
Notes to the financial statements (Continued)
For the year ended 31 December 2020

1.

)
(if)

12.

13.

14.

Breakup of Employees salaries and other benefits:
Salaries

Entertainment allowance
Conveyance allowance

Other allowances

Education fee reimbursement
Residential rent

Skills and development levy
Workers compensation fund
Pension fund contribution
Medical assistance

Staff welfare

CASH AND BALANCES WITH BANK OF TANZANIA

Cash balance

Balance with Bank of Tanzania
Statutory minimum reserve (SMR)
Current account/clearing account

Less;ECL Allowance as per IFRS 9

DEPOSITS AND BALANCES DUE FROM OTHER
BANKS AND FINANCIAL INSTITUTIONS

Banks in Tanzania
Banks abroad

Less:ECL Allowance as per IFRS 9

Maturing within 3 months
Maturing after 3 months

GOVERNMENT SECURITIES

Investments in Treasury Bills
Investments in Treasury Bonds
Less:ECL Allowance as per IFRS 9

Maturing within 3 months
Maturing after 3 months

DEBTORS AND OTHER RECEIVABLES

Interest receivable
Prepaid expenses
Others

Less:ECL Allowance as per IFRS 9

3

2020
TZ5'000

884,011
27,660
8,185
193,888
19,908

64,200
14,233
88,213
4,557
7,563

2019
TZS '000

850,631
36,260
14,449

347,395
27,266

64,200
14,233
88,213
4,955
8,247

1,312,409 1,455,849

1,279,032 405,326
2,901,410 2,963,730
923,087 3,637,645
3,824,497 6,601,375
(38) (686)
3,824,459 6,601,309
33,372,084 35,789,138
1,713,348 1,764,633
35,085,432 37,653,771
(8,769) (18,877)
35,076,663 37,634,894
32,699,275 36,173,771
2,386,157 1,377,000
35,085,432 37,553,771
8,095,272 13,948,719
22,785,037 11,423,349
(309) (268)
30,890,000 25,371,800
1,995,430 8,153,128
28,894,570 17,218,672
—30,890.000 _25,371.800,
676,231 398,779
91,311 107,686
95,698 112,226
863,140 619,691
(7,853) (8,733)
856,287 610,958




CANARA BANK (TANZANIA) LIMITED
Notes to the financial statements (Continued)
For the year ended 31 December 2020

2020 2019
TZS '000 TZS '000

15. LOANS & ADVANCES TO CUSTOMERS (NET)
Corporate loans 47,789,283 35,642,766
Staff loans 279,917 20,734
Personal loans 702,327 80,830
48,771,527 35,744,330
Less:ECL Allowance as per IFRS 9 (346,675) (110,318)

—-48.424.852, ___35.634.012,

Sector wise analysis of loans and advances

Manufacturing 11,217,027 12,474,487
Real estate 3,613,289 3,501,355
Trade and commerce 14,118,992 6,676,879
Transport and Communication 5,302,025 7,109,449
Warehousing & Storage 2,110,713 3,304,021
Other services 5,278,547 2,657,405
Staff loans 19,201 20,734
Agriculture 7,111,734
48,771,527 35,744,329
Maturity analysis
Repayable on demand - 7,021,639
Repayable in 3 months or less 11,018,299 3,230,228
Repayable between 3 months and 1 year 14,634,655 11,656,448
Repayable after 1 year 23,118,573 13,836,015
48,771,527 35,744,329
16 TAXATION
(i) Income tax expensel(credit)
Current income tax @ 30% of tax adjusted profits - see note 16(ii) 843,246 651,191
Deferred tax expense/(credit) - see note 17 80,916 27,617
924,162 678,808
(i) Income tax receivable/(payable)
Opening balance (50,436) (12,031)
Tax pald for current year 840,000 600,000
Tax paid for previous year 51,191 12,786
840,755 600,755
Less; tax charge for current year (843,246) (651,191)
Net Income tax Payable (2,491) (50,436)
Less: Recoverable tax 755 755
Income tax payable (3,246) (51,191)
17. DEFERRED TAX LIABILITY/(ASSETS)
Balance at the beginning of the year 1,994 (25,623)
Charge/(credit) for the year - See Note 16 80,916 27,617
Balance at the end of the year 82,910 1,994
The deferred tax liabilify/{asset) arises from:
Accelerated capital allowance 9,993 (1,680)
Other timing differences 72,917 3,674

82,910 1,994
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18. (i) PROPERTY, PLANT AND EQUIPMENT

18.(1i) RIGHT TO USE ASSET

19.

Cost
At 1 January 2019
Additions

At 31 December 2019
At 1 January 2020

Additions
Transfer from WIP

At 31 December 2020

Depreciation
At 1 January 2019

Charge for the year
Disposals

At 31 December 2019

At 1 January 2020
Charge for the year
On disposals

At 31 December 2020
Net Book Value

At 31 December 2019
At 31 December 2020

Opening right to use assets

Less;Depreciation Charge on Right to Use Assets

Closing Right to use Assets

CUSTOMERS' DEPOSITS

Third parties
From other banks
Related parties

Maturity analysis
Repayable on demand

Repayable in 3 months or less
Repayable between 3 months and 1 year

Repayable after 1 year

Office

Capital Computers Motor furniture & Computer
WIP & Hardware Vehicles equipment Software Total
TZS '000 TZS'000 TZS'000 TZS'000 TZS '000 TZS '000
103275 1,392,409 62819 638412 2,873,369 4,968,042
15,003 - 4,385 - 19,388
1,033 1,407,412 62,819 642,797 2,873,369 4,987,430
1,032.75 1,407,412 62,819 642,797 2,873,369 4,987,430
7 16,763 - 1,092 4261965 60,482
(1,039.5) : i - - (1,040)
0.00 1,424/175 62,819 643,889 2,915,989 5,046,872
- 922,461 44,155 180,653 1,861,474 3,008,743
- 178,435 6,999 57,565 718,342 961,341
- 1,100,896 51,164 238,218 2,679,816 3,970,084
- 1,100,896 51,154 238,218 2,579,816 3,970,084
- 118,209 4,374 50,609 242,708 415,901
- 1,219,105 55528 288,827 2,822,524 4,385,985
- 306,516 11,665 404,579 293,553 1,017,346
- 205,071 7,291 365,062 93,465 660,887
2020 2019

TZS '000
833,422 1,111,230
(277,807) (277,807)
555,615 833,422
2020 2019
T25'000 TZS '000
48,164,401 37,399,458
10,562,000 4,900,000
22,522,500 27,600,000
81,248,901 69,899,458
6,728,676 6,728,676
35,672,896 35,572,896
17,160,386 17,160,386
21,786,943 10,437,500
81,248,901 69,899,458
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20.(i) LEASE LIABILITY

Opening Lease Liability
Payment of lease Liability for the year

Closing Lease Liability

20.(ii) OTHER LIABILITES

21.

22,

23,

24,

Accrued expenses payable

Accrued interest payable

Accrued Interest on Lease Liability

Duties and taxes payable

ECL Allowance for financial gurantee and Letter of credit
Other payable

SHARE CAPITAL

Authorized:

50,000,000 ordinary shares of Tzs 1,000 each (2019 - 50,000,000
ordinary shares of Tzs 1,000 each)

Issued and fully paid up:

32,830,000 ordinary shares of Tzs 1,000 each (2019 - 32,830,000
ordinary shares of Tzs 1,000 each)

CASH AND CASH EQUIVALENTS

Cash balance - see note 11(i)

Balance with Bank of Tanzania (excluding SMR) - see note 11(ii)
Deposits and balances due from other banks and

financial institution maturing within 3 months - see note 12
Government securities maturing within 3 months - see note 13

RELATED PARTY TRANSACTIONS

Related party disclosures

Compensation to key management personnel
- Employee benefits to Managing Director
- Silting fees paid to local director

NET TRANSACTIONS PAYMENTS/(RECEIPTS) WITH
RELATED PARTIES

Canara Bank, India
Canara Bank, UK

NET CLOSING BALANCE DUE FROM / (TO) RELATED PARTIES

Canara Bank, India
Canara Bank, UK

34

2020 2019
TZS '000 TZS '000
764,923 1,111,230
(230,245) (346,307)
534,678 764,923
2020 2019
TZS 000 TZS "000
139,648 105,151
1,892,542 1,116,753
13,367 19,123
25,862 58,191
502 24,635
325 1,123
2,072,246 1,324,976
50,000,000 50,000,000
32,830,000 32,830,000
1,279,032 405,326
923,087 3,637,645
32,699,275 36,173,771
1,995,430 8,153,128
36,896,824 48,369,870
189,658 215,065
13,860 20,218
5,120,594  (3,959,900)
2,000 1,000
(22,477,808)  (27,598,400)
462,000 460,000
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Canara Bank (Tanzania) Limited
Income tax computation
For the year ended 31 December 2020

2020 2019
Amount (Tzs.) Amount (Tzs.)
Profit for the year 2,582 447 599 2,151,112,159
Add back:
Depreciation on PPE 415,900,610 961,341,000
Depreciation on Right to use Assets (IFRS-16) 277,807,494 277,807,494
interest Expense on Lease Liability right to use assels (IFRS-16) 62,280,000 88,108,000
Provison for doublful debts 201,248,401 61,623,841
Private use of Telephone & internet charges 12,119,800
Membership & subscription 8,687,000
3,560,490,904 3,539,992 494
Less:;
Wear & Tear Allowances Class | & lll (Refer note 1) (167,705,250) (234,878,004)
Wear & Tear Allowances Class VIl (Refer note 2) (283,684,486) (719,186,036)
Actual Rent Expense in respect of right to use assets (IFRS-16) (298,280,544) (415,291,955)
Taxable profit/{loss) for the year 2,810,820,624 2,170,636,499
Tax charge for the year @ 30% 843,246,187 651,190,950
Provisional tax paid during the year 840,000,000 600,000,000
Tax recoverable (payable) for the year 2020 (3,246,187) (51,190,950)
Tax memorandum
Tax recoverable (payable) as at 1st January 2020 (2019) (50,435,790) (12,030,840)
Provisional tax paid during the year 840,000,000 800,000,000
Tax paid in respect of prior year 51,191,169 12,786,219
Less: Tax charge for the year (843,246,187) (651,190,950)
Tax recoverable (payable) As at 31st December 2020 (2019) (2,490,808) (50,435,571)
Note 1 - Wear & tear allowance (Class | & Il
Class | Class il
37.50% 12.50% Total
Tzs. Tzs. Tzs.
WDV as at 1st January 2020 204,905,230 405,544,080 700,449,290
Additions during the year (Refer Note 3) 16,763,417 1,092,000 17,855,417
Disposal proceeds g - -
311,668,647 406,636,080 718,304,708
Less: Wear and tear allowance (116,875,743)  (50,829,508) (167,705,250)
WDV As at 31st December 2020 194,792,905 355,806,553 550,599,457
Note 2 - Wear & tear allowa c Vil
WDV asat Wear & tear WDV as at
Year of addition Cost 01.01.2020 allowance 31.12.2020
Year 2016 2,294 518,945 127,473,275 (127,473,275) B
Year 2017 503,800,000 125,900,000 (125,900,000) -
Year 2018 78,625,200 58,968,900  (19,656,300) 39,312,600
Year 2019 4 = e -
Year 2020 42,619,645 - (10,654,911) 31,964,734
2,919,363,790 312,342,175 (283,684,486) 71,277,334




Canara Bank (Tanzania) Limited
Income tax computation
For the year ended 31 December 2020

Note 3 - Additions during the year 2020

Class | Class Il Class Vil Total
Tzs. Tzs. Tzs. Tzs.
Computers & hardware 16,763,417 = o 16,763,417
Office furniture & equipment - 1,092,000 - 1,092,000
Software - - 42,619,645 42,619,645
16,763,417 1,092,000 42,619,645 60,475,062
IFRS - 16
Actual Rent 298,280,544
Residential 84,912,000
G1,62,G3,G4 213,368,544
Depreciation charge on Right of Use Asset 277,807,494
Lease Liability payment 230,245,035

Interest Expe on Lease Liability
TOTAL

68,035,755
298,280,790
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