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Corporate Governance Statement

This Corporate Governance statement sets out the governance framework adopted by the Board of Bank of Baroda (Uganda)
Limited ("the Bank") and its subsidiary, Baroda Capital Markets (U) Limited (collectively referred to as "the Group").

The Group is committed to adhering to the highest standards of good corporate governance at all levels of its operations. This
commitment is rooted in our core values and beliefs. We have put in place elaborate governance processes which comply with
industry best practices.

In the year under review, the Group complied with all applicable laws, rules, regulations and guidelines on corporate
governance.

The Group's governance framework enables the Bank's Boards to fulfil role of providing oversight and strategic counsel in
balance with its responsibility to ensure conformance with regulatory requirements and fisk tolerance. It also provides the
parameters for delegating authority.

Code and regulations

As a licensed commercial and listed Bank on the Uganda Securities Exchange (USE), the Bank operates in a highly regulated
environment and is committed to complying with legislation, regulations, and codes of best practice.

Complying with all applicable legislation, regulations, standards and codes is integral to the Bank's culture. The Board
delegates responsibility for compliance to management and monitors this through the compliance function. Oversight of
compliance risk management is delegated to the Audit Committee, which annually reviews and approves the compliance plan.
On a quarterly basis, the Audit Committee receives reports from the Compliance function on, among other things, the status of
compliance risk management in the Bank and significant areas of non-compliance. On a quarterly basis, the Audit Committee
also reviews the significant interactions and correspondences with the Regulator. The compliance function and governance
standards are subject to review by internal audit.

Whilst the Bank continues to nurture a strong culture of governance and responsible risk management in line with risk éppetite
and governance framework, it is constantly monitoring its practices to ensure that they are best fit for it and serve to enhance
business and community objectives.

Board of Directors

Board charter and work plan

The Board's responsibilities are set out in the Board Charter. The Board Charter contains provisions which ensure that the
Board observes best practice in corporate governance and contains among other things policies on: the size, role and functions
of the Board; appointments and induction of Directors; board performance evaluation; and remuneration of Directors.

The work plan has a formal schedule of matters specifically reserved for the Board's attention to ensure it exercises full control
over all significant matters. It sets out the schedule of mestings of the Board and its committees and the main business to be
dealt with at those meetings. Additional meetings are scheduled as and when necessary.

Board composition and appointments

The Board currently consists of:

. Chairperson 1
. Executive Directors 2
. Non-Executive Directors 5
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The Non-Executive Directors are drawn from a wide range of business and other backgrounds. This diversity is considered by
the members as one of the strengths of the Board.

The Board takes cognisance of the knowledge, skills and experience of prospective Directors as well as other attributes
considered necessary for the role and as such there is a formal process of appointment of Directors. The appointement of
Directors is governed by the Bank's articles of associations and is subject to regulatory approval (i.e fit and proper test) as
required by the Financial Institutions Act, 2004, and as amended.

The Board evaluates the performance of the management in order to be satisfied as to the integrity and strength of financial
information, controls and risk management. Through its Personnel and Administration Committee, the Board exercises
oversight in appointing, removing and succession planning of senior management.

All Directors receive regular and timely information about the Bank prior to Board meetings. They also have access to the
Company Secretary for any further information they may require. Directors have unrestricted access to management and the
Bank information as well as resources required to carry out their roles and responsibilities.

Board meetings

The full Board meets at least four times a year. The Board deals with all significant matters including strategic direction for the
Bank and Group; ensuring competent management of the business; internal control; compliance with laws and regulations and
reporting performance to shareholders.

Attendance at meetings

The attendance of %émbers at Board meetings during 2019 is detaliled below:

Name of Director Q1 Q2 Q3

0
=

Mrs. Vastina Rukimirana Nsanze

Mr. Ashwini Kumar

Mr. Rajneesh Sharma

Mr. Sempijia Thadeus

Mr. Manoj Kumar Bakshi

Dr. Fred Kakongoro Muhumuza

> x| > >
> x| > x|

Mr. Odoch Charles Langoya

> = |

Mr. Shanti Lal Jain N/M N/M A

A - Attendance; AP - Apology; N/A - Not Applicable; N/M - Not Member




Bank of Baroda (Uganda) Limited

Annual report and consolidated and separate financial statements for the year ended December 31, 2019

Corporate Governance Statement

Separation of roles and responsibilities

The roles of the Chairman and Managing Director are separate. The Chairman’s main responsibility is to lead and manage the
work of the Board to ensure that it operates effectively and fully discharges its legal and regulatory responsibilities. The Board
has delegated the responsibility for the day-to-day management of the Bank to the Managing Director, who is responsible for
recommending strategy to the Board, and for making and implementing operational decisions.

The Board has a collective responsibility for the success of the Bank and Group. However, the Executive Directors have direct
responsibility for business operations, whereas Non Executive Directors are responsible for bringing independent judgment and
scrutiny to decisions taken by the Management, providing objective challenge to the management.

Committees of the Board

In order for the Board to carry out its functions, and to ensure independent oversight of internal control and risk management,
certain aspects of its role are delegated to Board Committees. The specific matters for which delegated authority has been
given are set out in each Board Committee’s terms of reference, which are reviewed as and when required.

The Board had delegated authority to five principal Board Committees:

» Board Audit Committee

» Board Credit Committee

+ Board Risk Committee

+ Board Assets and Liabilities Committee

» Board Human resources and Compensation committee

These committees meet at least on a quarterly basis or on adhoc whenever there are urgent matters to attend to.

In addition, the Executive Committee, comprising the Managing Director and his Senior Management meet on a monthly basis.
Its main function is to implement and monitor the Bank's strategy, operational plans and financial performance. It is also
responsible for the assessment and management of risk.

Board Audit Committee

This Committee is constituted in accordance with the Financial Institutions Act, 2004, and as amended which requires the
Board to appoint at least two Non-Executive Directors to the Committee. As per the law, the Board has appointed the members
of the committee which is comprised solely of independent Non-Executive Directors.

The role of this Committee is to assess the integrity and effectiveness of accounting, financial compliance and control systems.
The committee has a constructive relationship with Internai Audit, who has access to the committee members as required.

The Committee also ensures effective communication between the internal auditors, external auditors, the Board,- management
and regulators. The committee considers reports from internal audit on any weaknesses in controls that have been identified,
including financial controls, and considers corrective actions to be implemented by management to prevent such incidences
recurring. This takes place on an ongoing basis,

The Audit Committee has complied with its mandate in the year under review, as well as its responsibilities. Four scheduled
meetings were held.

Name of Director Q1 Q2 Q3 Q4
Dr. Fred Kakongoro Muhumuza A A A A
Mr. Odoch Charles Langoya A A A A

A - Attendance; AP - Apology; N/A - Not Applicable; N/M - Not Member
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Board Credit Committee

The role of this committee is to ensure that effective frameworks for credit governance are in place in the Bank. This involves
ensuring that the Management Credit Committee and the credit function operate according to clearly defined mandates and
delegated authority, and providing for the adequate management, measurement, monitoring and control of credit risk. The
Committee reports to the Board on credit portfolios, adequacy of provisions and status of non-performing loans. Further detail
on the management of credit risk is set out in the Note 4.

The Committee’s composition includes both Executive Directors and Non-Executive Directors. The Credit Committee complied
with its mandate for the year under review. Four scheduled meetings were held.

Name of Director Q1 Q2 Q3 Q4

Mr. Rajneesh Sharma

Mr. Ashwini Kumar

Mr. Manoj Kumar Bakshi

> 1> > >
> = > |
> (= > >

A
A
A
A

Mr. Sempijja Thadeus

A - Attendance; AF; Apology; N/A - Not Applicable; N/M - Not Member
Board Human respurces and Compensation Committee

The purpose of this committee is to attend to human capital and adminstrative matters within the Bank. The committee
oversees the admistrative matters affecting the Bank as well as the welfare, talent and skill development, and other human
capital matters. In addition to that, the purpose of this committee is to provide oversight on the compensation of Staff
(including key personnel) and ensure that the compensation is consistent with the Bank’s objectives and strategy. Furthermore,
the committee performs other duties related to the Bank's compensation structure in accordance with applicable laws, rules,
policies and regulations.

The committee comprises of both Executive and Non-Executive Directors. No individual, irrespective of position, is present
when his or her remuneration is discussed. The committee complied with its mandate for the year under review. Four
scheduled meetings were held.

Name of Director Q1 Q2 Q3 Q4
Mr. Sempijja Thadeus A A A A
Mr. Shanti Lal Jain N/M N/M A A
Mr. Rajneesh Sharma A A A A
Mr. Manoj Kumar Bakshi A A N/A N/A

A - Attendance; AP - Apology; N/A - Not Applicable; N/M - Not Member
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Board Risk Committee

The Board is ultimately responsible for risk management. The main purpose of the committee is to provide independent and
objective oversight of risk management within the Bank. A number of management committees help the committee to fulfil its
mandate, the main one of these being the risk management committee. To achieve oversight, the committee reviews and
assesses the integrity of risk control systems and ensures that risk policies and strategies are managed effectively and
contribute to a culture of discipline and control that reduces the opportunity of fraud. Assurance on the effectiveness of the risk
management processes is provided to the committee through management reporting.

The committee's composition includes Executive and Non-Executive Directors. The committee complied with its mandate for
the year under review. Four scheduled meetings were held.

Name of Director Q1 Q2 Q3 Q4
Mr. Odoch Charles Langoya A A A A
Mr. Ashwini Kumar A A A A
Mr. Manoj Kumar Bakshi A A A A

A - Attendance; AP - Apology; N/A - Not Applicable; N/M - Not Member
Board Assets and Liabilities Committee

The Asset and Liability Committee of the Board (BALCO) has been established to assist the Board of Directors by assessing
the adequacy and monitoring the implementation, of the Group and the Bank's Asset and Liability Management Policy ("ALM
policy") and related procedures. The ALM Policy includes specific policies and procedures relating to (i) interest rate risk, (ii)
market/investment risk, (iii) liquidity risk, and (iv) capital risk. BALCO is supported by the management committe (ALCO) which
reports on a quaterly basis to help the committee to fulfil ifs mandate, the main one of these being the asset liability
management. The committee is involved in management of treasury limits, approvals of internal liquidity limits, oversight on the
investment portfolio and its mix, management of foreign currency placements and deposits with correspondent Banks among
others.

The committee’s composition includes Executive and Non-Executive Directors. The committee complled with its mandate for
the year under review. Four scheduled meetings were held.

Name of Director Q1 Q2 Q3 Q4
Mr. Ashwini Kumar A A A A
Mr. Rajneesh Sharma A A A A
Dr. Fred Kakongoro Muhumuza A A A A

A - Attendance; AP - Apology; N/A - Not Applicable; N/M - Not Member
Company Secretary

The role of the Secretary is to ensure the Board remains cognizant of its duties and responsibilities. In addition to guiding the
Board on discharging its responsibilities, the Secretary keeps the Board abreast of relevant changes in legisiation and
governance best practices. The Bank Secretary also oversees the induction of new Directors as well as the continuous
education of Directors. To enable the Board to function effectively, all Directors have full and timely access to information that
may be relevant to the proper discharge of their duties. This includes information such as announcements, investor
communications and other developments which may affect the Bank and its operations. All Directors have access to the
services of the Secretary.

/ &
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Internal control and risk management
Internal control

The Directors are responsible for reviewing the effectiveness of the Bank's system of internal control, including internal
financial control. This is designed to provide reasonable, but not absolute, assurance regarding (a) the safeguarding of assets
against unauthorized use or disposition; and (b) the maintenance of proper accounting records and the reliability of financial
information used within the business or for publication. These controls are designed to manage rather than eliminate the risk of
failure to achieve business objectives due to circumstances which may reasonably be foreseen and can only provide
reasonable and not absolute assurance against material misstatement or loss.

Internal control framework

Effective corporate governance remains key to the business. The Bank continues to review its internal control framework to
ensure it maintains a strong and effective internal control environment. The effectiveness of the framework has been under
regular review by the senior management.

Directors' remuneration

The remuneration of all Directors is subject to regular monitoring to ensure that levels of remuneration are appropriate.
Information on the remuneration received and dealings of the Directors with the Bank are included in note 32.

Non-Executive Directors receive a fee for their service on the Board and a meeting attendance fee for Board Committee
meetings. Fees are.paid quarterly in arrears. There are no contractual arrangements for compensation for loss of office. Non-
Executive Directors- do not receive short-term incentives, nor do they participate in any long term incentives schemes. The
Board Human Capital Committee reviews the fees paid to Non-Executive Directors annually and makes recommendations to
the Board for consideration. :

Risk management

The Bank has a structure and process to help identify, assess and manage risks. This process has been in place throughout
the year.

Relations with shareholders

The Board recognises the importance of good communication with all shareholders. The Annual General Meeting (AGM) as
well as the published annual report is used as an opportunity to communicate with all shareholders. The Bank will give
shareholders 21 days notice of the AGM as provided for in the Companies Act, 2012.

3
m(umm ‘e %

Mrs.Vastina Rukimirana Nsanze Mr. Ai Kumar
Chairperson Managing Director

<

/

Nir. Mar;%&aﬁar Bakshi
Executix®@ Director
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Directors' Report

The directors have pleasure in submitting their report on the annual report and consolidated and separate financial statements
of Bank of Baroda (Uganda) Limited ("the Bank and its subsidiary collectively referred to as "the Group") for the year ended
December 31, 2019,

1.  Nature of business

The Bank is principally engaged in the business of providing Banking and other related services to the general public.
There have been no material changes to the nature of the Bank's business from the prior year.

2, Key financial highlights of the Bank

*» Deposits increased by 10.48% in 2019 to USh 1,438,581 million from USh 1,302,169 million in 2018.

+ Advances net of impairment provisions increased by 6.22% in 2019 to USh 804,267 million from USh 757,189 million in
2018.

« Total Business (Deposits and Advances) increased by 8.94% in 2019 to USh 2,250,998 million from USh 2,066,274 million
2018.

« Total assets increased by 9.43 % in 2019 to USh 1,875,445 million from USh 1,713,853 million in 2018.

« Total income increased by 2.17% to USh 199,836 million in 2019 from USh 185,590 million in 2018,

« Net Profit after Tax decreased by 38.28% in 2019 to USh 45,313 million from USh 73,421 million in 2018,

» Gross NPA as a percentage of total advances is at 1.25% in 2019 decreased from 2.15% in 2018.

« Capital Adequacy Ratio as at December 31, 2019 was 30.63% (2018 : 31.64%) - Tier | and 32.06% (2018 : 33.28%) -Total
Capital.

« Return on Assets was 2.54% as at December 31, 2019 (2018: 4.46%).

» Return on shareholders’ equity was 11.90% as at December 31, 2019 (2018: 21.79%).

3.  Share capital

2019 2018
Authorised Number of shares
Ordinary shares 2,500,000,000 2,500,000,000
2019 2018 2019 2018
Issued Ush '000 USh '000 Number of shares
Ordinary shares 25,000,000 25,000,000 2,500,000,000 2,500,000,000

There have been no changes to the authorised or issued share capital during the year under review.

4. Dividends

The Board of Directors have proposed dividend of USh,'TO per share to the shareholders-of the Bank.

5. Financial risk management objectives and policies

The Group's activities expose it to a variety of financial risks, including credit risk and the effects of changes in liquidity, foreign
currency exchange rates and interest rates. The Group overall risk management programme focuses on the acceptable level of
risk and the unpredictability of financial markets and seeks to minimize potential adverse effects on its financial performance.
Trading limits are set for the trading book to contain losses within a prescribed amount in the event of adverse price
movements.

The Group has policies in place to ensure that Banking services are availed to customers with performance and credit history.

11
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6. Directorate

The directors in office at the date of this report are as follows:

Directors Nationality
Mrs.Vastina Rukimirana Nsanze Ugandan
Mr. Ashwini Kumar Indian

Mr. Manoj Kumar Bakshi Indian

Mr. Shanti Lal Jain Indian

Mr. Rajneesh Sharma Indian

Mr. Sempijja Thadeus Ugandan
Dr. Fred Kakongoro Muhumuza Ugandan
Mr. Odoch Charles Langoya Ugandan

7. Directors' interests in shares

As at December 31, 2018, Mr. Ashwini Kumar held ordinary shares of the Bank. However, the Director holds those shares
non-beneficially on behalf of the Parent Company.

8. Directors' benefits

During the period since the last Annual General Meeting of members to the date of this report, no Director has received or
become entitled to receive any benefit other than Directors’ fees and amounts/allowances received under employment
contracts for Executive Directors. The aggregate amount of emoluments for Directors’ services rendered in the financial year is
disclosed under note 32 to the financial statements. Neither at the end of the financial year nor at any time during the year did
there exist any arrangement to which the Bank is a party whereby Directors might acquire benefits by means of the acquisition
of shares in or debentures of the Bank or any other body corporate.

9. Capital adequacy

The Bank monitors the adequacy of its capital using ratios established by the Financial Institutions Act, 2004, and as amended.
These ratios measure capital adequacy by comparing the Bank's eligible capital with its statement of financial position assets
and off-balance sheet commitments at a weighted amount to reflect their relative risk.

Assets are welighted according to broad categories of notional credit risk, being assigned a risk weighting according to the
amount of capital deemed to be necessary to support them. Four categories of risk weights (0%, 20%, 50% and 100%) are
applied. e.g. Notes, coins and other cash assets, balances held with Bank of Uganda including securities issued by the
Government of Uganda and securities held with Bank of Uganda have a zero risk weighting, which means that no capital is
required to support the holding of these assets. Loans and advances, property and equipment carry a 100% risk weighting.
Based on the existing guidelines this means that they must be supported by capital equal to 100% of the risk weighted amount.
Other asset categories have intermediate weightage.

Core capital (Tier 1) consists of paid-up share capital, retained profits less non-dealing investments. Supplementary
capital (Tier 2) includes revaluation reserves on property, unencumbered general provisions and non-dealing investments.

Disclosures in respect to capital management and capital adequacy ratios are set out in Note 4.
Risk weighted amounts for loans and advances to customers are stated net of Impairment losses. These balances have aiso

been offset against fixed deposits and short term deposits placed by customers as securities. There is no borrower with either
funded or non-funded facilities, exceeding twenty five percent of total capital.

12
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10. Operating and regulatory environment

The year opened with US$/USh 3,714 in the month of January 2019 and the same averaged at US$/USh 3,705 during the year
and closed at US$/USh 3,665 by end of December 2019.

The Bank complied with the minimum core capital ratio and total capital ratio requirements, which are 30.63% and 32,06% as
against regulatory requirement of 10% and 12% respectively.

11. Corporate governance

The Bank's Corporate Governance philosophy encompasses not only regulatory and legal requirements, but also several best
practices aimed at a high level of business ethics, effective supervision and enhancement of value for all the stakeholders. The
corporate governance framework is based on an effective and independent Board, the separation of the Board's supervisory
role from the Executive Management and the constitution of Board Committees comprising a majority of independent Non-
Executive Directors and chaired by an independent Director, to oversee all functional areas. We believe that excellence
emanates from good governance, therefore, we have adopted high standard of transparency and accountability,
professionalism and social responsiveness with improved customer focus to maintain a value driven organization.

12, Human resource management

The human resource management department continues to play a very important role in the ever-changing competitive
scenario. The Bank’s mission continues to be to convert every employee of the Bank into a knowledgeable worker to enable
them cope with increased customer expectations and new areas of banking outside the traditional zone. Mainly Bank of
Baroda, India and the Uganda Institute of Bankers conduct the training in addition to conferences and workshops organized by
Bank of Uganda (BoU) and Federation of Uganda Employers (FUE). Furthermore, the Bank has conducted a humber of in-
house training programmes in the process of empowering our staff so as to match with our standard operating procedures and
any other changes affecting our industry due to globalization. The Bank has also gone through a major recruitment exercise
where 3 Officers, 6 Supervisors, 29 Banking Assistants and 3 Drivers/office assistance have been recruited. A promotion
exercise was also conducted and 5 staff were promoted from Supervisor to Officer Cadre, 8 Clerks (Banking Assistants) to
Supervisor and 1 Non-~ Clerical to Clerical Cadre.

13. Information technology

With effect from February 25, 2008, the Bank installed Banking Software (Finacle) which was developed by Infosys
Technologies Limited. All branches and alternative delivery channels of the Bank are connected to Finacle, the Core Banking
System. Bank has implemented transaction-based internet Banking "Baroda Connect” in June 2010. The Bank also launched
its website in June 2011 facilitating our customers and the public at large to have updated information.about the Bank and its .
various products/services. The Bank also implemented E-collection of Uganda Revenue Authority (URA) Taxes and National
Water and Sewerage Corporation (NWSE) water bills from November 2011. Collection of NSSF contributions from employers
since August 2012 and collection of UMEME bills since July 2013, SMS alert system for debit and credit transactions has also
been implemented in year 2017. Information and Communication Technology (ICT) audit by external auditor was conducted in
year 2019. Automated clearing house (ACH) for Electronic Funds Transfer (EFT) and Cheque Clearing Systern (CTS)
implemented on April 20, 2018. VISA accreditation project for all our debit cards, ATMs and contact center went live on June 9,
2018. Mobile Banking and Mobile Passbock launched on June 9, 2018, Rapid fund transfer to India through alternate delivery
channels and website re-designing went live in year 2019. Fund transfer to other Bank facility provided in internet banking.
Emeeting launched for paper-less board meeting. Contactless VISA card and cardless cash withdrawal from ATM facility
launched during the year. Agency banking, ASCROM in finacle projects are expected to go live in year 2020. Continued focus
on leveraging technology has resulted in process efficiencies and enhanced customer convenience.

14. Events after the reporting period

The financial statements were prepared based on management estimates and judgement as at the reporting date. Subsequent
to year-end, there has been a coronavirus outbreak which may have a bearing on those sstimates due to change in the
business environment in which the Group operates. However, due to the high level of uncertainty resulting from the coronavirus
outbreak, management is not in a position to determine its impact to those estimates at this moment.
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15. Auditors

Grant Thornton Certified Public Accountants were appointed as statutory auditors of the Bank and its subsidiary in accordance
with Section 167(1) of the Companies Act, 2012 and were duly approved by the Bank of Uganda in accordance with Section 62
of the Financial Institutions Act, 2004, and as amended.

Grant Thornton Certified Public Accountants have expressed their willingness to continue as auditors of the Bank in
accordance with Section 167(2) of the Companies Act, 2012.

16. Secretary

The company secretary is Ms Anne Tumwesigye Mbonye of:

Business address: PO Box 7197
Kampala, Uganda

17. Approval of financial statements

The annual report and consolidated and separate financial statements set out on pages 20 to 70, which have been prepared on
the going concern basis were approved by the board of directors on Mared. 27 200

By Order of the Board

Tl

Company Secretary

Date: _Mprct~ 127 , 2020
Place: Kampala, Uganda

14



Bank of Baroda (Uganda) Limited

Annual report and consolidated and separate financial statements for the year ended December 31, 2019

Directors' Responsibilities and Approval

The Directors are required in terms of the Companies Act, 2012 and the Financial Institutions Act, 2004, and as amended, to
maintain adequate accounting records and are responsible for the content and integrity of the annual report and consolidated
and separate financial statements and related financial information included in this report. It is their responsibility to ensure that
the annual report and consolidated and separate financial statements fairly present the state of affairs of the Group as at the
end of the financial year and the results of its operations and cash flows for the year then ended, in conformity with
International Financial Reporting Standards.

The annual report and consolidated and separate financial statements of Bank of Baroda (Uganda) Limited are prepared in
accordance with International Financial Reporting Standards and are based upon appropriate accounting policies consistently
applied and supported by reasonable and prudent judgements and estimates.

The Directors acknowledge that they are ultimately responsible for the system of internal financial control established by the
Group 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 Group and all employees are required to maintain the highest ethical standards in ensuring the Group's
business is conducted in a manner that in all reasonable circumstances is above reproach. The focus of risk management in
the Group is on identifying, assessing, managing and monitoring all known forms of risk across the Group. While operational
risk cannot be fully eliminated, the Group endeavours 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 annual report and
consolidated and separate financial statements. However, any system of internal financial control can provide only reasonable,
and not absolute, assurance against material misstatement or loss.

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

The consolidated and separate financial statements set out on pages 20 to 70, which have been prepared on the going
concern basis, were approved by the Board of Directors on _Mever . 27, 22 < and were signed on its behalf by:

\/(Aw N e ’g"’ j

Mrs.Vastina Rukimirana Nsanze Mr. AshW| umar
Chairperson Manag#rig Dlrector

Mr. Manoj Wakshi
Executive Difector

Date: Mcwrch~ 23,2020
Place: Kampala, Uganda
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Certified Public Accountants

. Grant Thornton

Independent Auditor's Report

To the members of Bank of Baroda (Uganda) Limited
Report on the consolidated and separate financial statements
Opinion

We have audited the consolidated and separate financial statements of Bank of Baroda (Uganda) Limited ("the Bank") and
its subsidiary (collectively referred to as "the Group") set out on pages 20 to 70, which comprise the Consolidated and
separate statement of financial position as at December 31, 2019, and the consolidated and separate statements of profit or
loss and other comprehensive income, changes in equity and cash flows for the year then ended, and notes to the
consolidated and separate financial statements, including a summary of significant accounting policies.

In our opinion, the consolidated and separate financial statements present fairly, in all material respects, the consolidated
and separate financial position of Bank of Baroda (Uganda) Limited as at December 31, 2019, and its consolidated and
separate financial performance and consolidated and separate cash flows for the year then ended in accordance with
International Financial Reporting Standards, the requirements of the Companies Act, 2012 and the Financial Institutions Act,
2004, and as amended.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing. Our responsibilities under those standards
are further described in the Auditor's Responsibilities for the Audit of the .onsolidated and separate financial statements
section of our report. We are independent of the Group in accordance with the International Ethics Standards Board for
Accountants' Code of Ethics for Professional Accountants (Parts A and B) (IESBA Code) and other independence
requirements applicable to performing audits of financial statements in Uganda. We have fulfilled our other ethical
responsibilities in accordance with the IESBA Code and in accordance with other ethical requirements applicable to
performing audits in Uganda. 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 judgement, were of most significance in our audit of the
consolidated and separate financial statements of the current year. These matters were addressed in the context of our
audit of the consolidated and separate financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters.

Key audit matter " How our audit addressed the key audit matter

Allowance for impairment of loans and advances to
customers

The allowance for impairment of loans and advances to Our audit procedures included understanding and testing of
customers is considered to be matter of most significance as the design and operating effectiveness of the key controls
it requires the application of significant judgment and use of over the following:
subjective assumptions by management.  Significant
judgement is required in determining the stage, probability of a) Automated controls over approving, recording and
default, loss given default, computation of effective interest monitoring of loans and advances;
rate, credit rating or classification, cash flow projections, etc.

b) Controls around identifying impaired loans and advances;

Loans and advances to customers contributed 42.88% of ¢) The governance process of loans downgrading, including

total assets of the Group. The loan portfolio and the continuous re-assessment of the appropriateness of

characteristics of the same differ, therefore requiring a assumptions used in determining the impairment allowance.

different approach in the assessment for specific allowance

by management. Our testing of the design and operations of the controls
provided a basis for us to continue with the planned nature,

The Group’s loan portfolio consists of corporates and timing and ext nt of our detailed audit procedures.

individual customers. Management monitors repayment

abilities of individual customers based on the security on the Our procedures to assess management's provision for

date of assessment and their knowledge for any objective specific allowances, in response to the risks specific to the

evidence for impairment. business units included the following:

a) We obtained an understanding of the Group's credit policy
and evaluated the processes for identifying impairment

Kampala Office: Wing B/C, 2nd Floor, Lugogo House, PI31642. Lugogo Bypass, PO Box 7168, Kampala, Uganda
T +256 303 266850, +256 200 907333 E Info@ug.gt.com

Anil Patel (Indian), Jasmine Shah (Indlan), Nilesh Pate! (Indian), Yuonusu Musoke (Ugandan)

The firm is licensed and regulated by the Institute of Certified Public Accountants of Uganda

Member of Grant Thornton Internatlonal Limited Registration Number: AF0055







Independent Auditor's Report

Key audit matter

Adoption of IFRS 16: Leases

Leases is considered to be a matter of most significance as
it requires the application of judgement and use assumptions
by management. In addition, on January 1, 2019, a hew
accounting standard for Leases IFRS 16 became effective,
which introduced operating leases to be on the statement of
financial statements.

The Leases is considered to be matter of most significance
as it requires the application of significant judgment and use

indicators and consequently, the grading of loans for
compliance on the classification;

b) We selected a sample of loans considering the total
exposure, risks, industry trends, etc. For selected samples,
we have verified the total exposure, value of security financial
performance and banking of borrowers during the year;

¢} We assessed management's forecast of recoverable cash
flows, valuation of collaterals, estimates of recovery on
default and other sources of repayment. We evaluated the
consistency o " key assumptions applied, benchmarking these
to our own understanding of the relevant industries and
business environments, to assess the validity of the collateral
valuations. We re-computed management’s calculation of the
specific allowances to check the accuracy of data captured in
the ECL model;

d) We re-computed management’s calculation to assess that
the Group maintained general allowances on total credit
exposure net of collateral and specific allowances in
accordance with the Financial Institutions (credit
classification and provisioning) Regulation, 2015;

e) We challenged management's judgement and we
increased the focus on loans that were not rep»rted as being
impaired in sectors that are currently experiencing difficuit
economic and market conditions;

f) We tested ¢ sample of the data used in the models as well
as assessing the model methodology and tested the
calculations within the models;

g) We assessed whether the modelling assumptions used
considered all relevant risks. We also tested the extraction
from underlying systems of historical data used in the
models; and

h) We involved our IT specialists in the areas that required
specific expertise for confirming accuracy of the data used for
ECL. :

i) We assessed the adequacy and appropriateness of
disclosures in the consolidated and separate financial
statements.

Based on our review, we found that the Group's impairment
methodology, including the model, assumptions and key
inputs used ky management to estimate the amount of loan
impairment losses were comparable with historical
performance, prevailing economic situations and IFRS. We
did not identify any exceptions that would result in material
misstatement to the financial statements.

Our procedures to assess appropriateness of management's
calculation of right-of-use assets and lease liabilities are as
under;

a) As IFRS 16 was adopted at the start of the year, we
performed audit procedures on the opening balance to gain
assurance on the transition from IAS 17. This included
evaluating the compliance with transition rules as per IFRS
16 and testing adjustments on transition;
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Independent Auditor's Report

Key audit matter

of assumptions by management. Significant judgement is
required in determining if contract contains lease, discount
rate and renewal of the lease term, etc.

The Group has elected to adopt the simplified approach of
transition and has not restated comparative information. On
January 1, 2019, the Group recognised a lease liability,
being the remaining lease payments, including
extensions options where renewal is reasonably certain,
discounted using the Group's incremental borrowing rate at
the date of initial application in the economic environment
of the lease. The corresponding right-of-use asset
recognised is the amount of the lease liability adjusted
by prepaid or accrued lease payments related to those
leases.

b) Reviewed of the work performed by the expert for
development of IFRS 16 model, their scope of work,
qualifications, and conclusion reached:;

¢) Reviewed and verified the data sent to expert for
development of model and selected a sample lease contract;
and

d) For selected contract, we verified the lease rentals, terms
of lease, payment terms, renewal options, etc

Based on our review, we found that the Group’s IFRS 16
model used by management is in line with the IFRS. We did
not identify any exceptions that would result in material

misstatement to the financial statements.

Other matter

The consclidated and separate financial statements of the Group for the year ended December 31, 2018 were audited by
another auditor who expressed an unmodified opinion on those statements on April 24, 2019,

Other information

The directors are responsible for the other information. The other information comprises of informations on pages 2 to 15.
Other information does not include the consolidated and separate financial statements and our auditor's report therson.

Our opinion on the consolidated and separate financial statements does not cover the other information and we do not
express an audit opinion or any form of assurance conclusion thereon. :

In connection with our audit of the consolidated and separate financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the consolidated and
separate 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 consolidated and separate financial statements

The dirgctors are responsible for the preparation and fair presentation of the consolidated and separate financial statements
in accordance with International Financial Reporting Standards and the requirements of the Companies Act, 2012, and for
such internal control as the directors determine is necessary to enable the preparation of consolidated and separate
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated and separate financial statements, the directors are responsible for assessing the Group'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 liguidate the Group or to cease operations, or have no
realistic alternative but to do so.

Auditor's responsibilities for the audit of the consolidated and separate financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated and separate 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 International Standards on Auditing will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these consolidated and separate finanvial statements.

As part of an audit in accordance with International Standards on Auditing, we exercise professional judgement and maintain
professional scepticism throughout the audit. We also:
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Independent Auditor's Report

. Identify and assess the risks of material misstatement of the consolidated and separate financial statements,
whether due to fraud or error, desigh 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 tisk 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.

. 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
Group's internal control.

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

. Conclude on the appropriateness of the Directors' 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 Group'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 consolidated and
separate 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 Group to cease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the consolidated and separate financial statements,
including the disclosures, and whether the consolidated and separate financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

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.

We also provide the directors with a statement that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear on
our independence, and where applicable, related safeguards.

From the matters communicated with the directors, we determine those matters that were of most significance in the audit of
the consolidated and separate financial statements of the current year and are therefore the key audit matters. We describe
these matters in our auditor's report unless law or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits of such communication.

As required by the Companies Act, 2012 we report to you, based on our audit that:

J we have obtained all the information and explanations, which to the best of our knowledge and belief were
necessary for the purpose of our audit;

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

. the Group's and the Bank's statement of financial position and statement of profit or loss and other
comprehensive income are in agreement with the books of account.
The engagement partner on the audit resulting in this independent auditor's report is CPA Yuonusu Musoke - P0453.

cEEM

ape——

-

Yuonusu Musoke
P0453

Grant Thornton
Certified Public Accountants

Date: Y‘(\OWCB\, A PO

Place: Kampala, Uganda
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Bank of Baroda (Uganda) Limited

Annual report and consolidated and separate financial statements for the year ended December 31, 2019

Consolidated and Separate Statement of Profit or Loss and Other

Comprehensive Income

The notes on pages 25 to 70 form an integral part of the consolidated and separate financial statements.

Group Bank
2019 2018 2019 2018
Note(s) USh '000 USh '000 USh '000 USh '000

Interest income 6 162,617,677 158,741,498 162,617,677 158,741,498

Interest expense 7 (61,774,461) (49,239,650) (61,802,077) (49,269,780)

Net interest income 100,843,216 109,501,848 100,815,600 109,471,718

Non interest income 8 37,319,470 36,994,343 37,218,444 36,847,532

Operating expenses 9 (64,765,998) (54,757,763) (64,707,486) (54,669,406)

Impairment allowance on financial assets 16 (3,143,0586) 950,170 (3,143,058) 950,170

Profit before taxation 70,253,632 92,688,598 70,183,502 92,600,014

Taxation 11 (24,891,793)  (19,205,139) (24,870,7564) (19,179,189)
f“Profit for the year 45,361,839 73,483,459 45,312,748 73,420,825

Other comprehensive income (net of tax):

ltems that will not be reclassified to profit or loss

Loss on fair valuation of investment in shares (6,479) (8,947) - -

items that will be reclassified to profit or loss

Net loss in fair valuation of government securities (1,564,179) (18,946,539)  (1,546,633) (18,946,539)

Other comprehensive income/(loss) for the year (1,670,6568) (18,955,486)  (1,546,633) (18,946,539)

Total comprehensive income 43,791,181 54,527,973 43,766,115 54,474,286

Earnings per share for equity holders of the Bank

Basic and diluted (USh per share) 33 20.25 32.80 20.23 32.78
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Bank of Baroda (Uganda) Limited

Annual report and consolidated and separate financial statements for the year ended December 31, 2019

Consolidated and Separate Statement of Financial Position

Group Bank
2019 2018 2019 2018
Note(s) USh '000 USh '000 USh '000 USh '000
Assets
Cash and balances with Bank of Uganda 12 180,908,902 164,394,819 180,886,135 164,262,009
Investment in government securities 13 538,151,415 508,317,338 538,151,415 508,317,338
Amounts due from overseas branches of parent 14 9,752,300 36,850,895 9,752,300 36,850,895
company
Deposit and balances due from other financial 15 307,814,346 213,827,944 307,814,346 213,827,944
institutions
Loans and advances to customers (net) 16 804,266,970 757,188,839 804,266,970 757,188,839
Other assets 17 3,768,263 3,470,110 3,683,907 3,241,524
Current tax receivable 18 822,637 8,512,335 806,301 8,491,215
Investments in subsidiary 19 - - 40,000 40,000
Deferred tax 20 2,761,653 3,425,452 2,757,160 3,420,987
Property, equipment and right-of-use assets 21 27,259,233 18,091,961 27,257,713 18,090,204
Intangible assets 22 129,044 121,845 129,044 121,845

Total Assets

Equity and Liabilities

Equity

Share capital
Treasury shares
Other reserves
Proposed dividend
Retained earnings

Liabilities

Other financial liabilities
Customer deposits

Other liabilities

Retirement benefit obligation
Total Liabilities

Total Equity and Liabilities

23
23

25
26
27
28

1,875,634,763 1,714,201,538 1,875,445,291 1,713,852,800

25,000,000 25,000,000 25,000,000 25,000,000
(6,433) (6,433) - -
6,149,880 25,962,840 6,174,217 25,969,632
25,000,000 25,000,000 25,000,000 25,000,000
338,752,401 298,774,180 338,105,684 298,176,554

394,895,848 374,730,587 394,279,901 374,146,186

3,787,009 11,188,328 3,787,009 11,188,328
1,438,060,145 1,301,810,777 1,438,581,061 1,302, 169,378
37,622,997 25,058,782 37,528,556 24,935,844
1,268,764 1,413,064 1,268,764 1,413,064

1,480,738,915 1,339,470,951 1,481,165,390 1,339,706,614

1,875,634,763 1,714,201,538 1,875,445,291 1,713,852,800

The consolidated and separate financial statements on pages 20 to 70, were approved by the Board of Directors on
Mereds 27 2020 and were signed on its behalf by:

\\:/ | g (.L"(\f\»f e
Mrs.Vastina Rukimirana Nsanze
Chairperson

Mr. Manoj KumarBakshi
Executive Director

The notes on pages 25 to 70 form an integral part of the consolidated and separate financial statements.

/

Mr. Ashwiry{mar
Managing Director
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Bank of Baroda (Uganda) Limited

Annual report and consclidated and separate financial statements for the year ended December 31, 2019

Consolidated and Separate Statement of Cash Flows

Group Bank
2019 2018 2019 2018
Note(s) USh '000 USh '000 USh '000 USh '000

Cash flows from operating activities
Interest receipts 165,922,527 158,772,276 165,826,266 158,629,778
Interest payments (62,380,664) (47,628,654) (62,380,664) (47,628,554)
Net fees and commission receipts 16,504,855 13,937,740 16,504,855 13,937,740
Other income received 6,210,054 7,882,861 6,177,673 7,848,418
Recoveries on loans previously written off 13,806,461 15,292,586 13,806,461 16,292,586
Payments to employees and suppliers (63,681,640) (28,600,558) (63,5681,640) (28,519,165)
Changes in working capital:
Loans and advances to customers (net) (48,311,854) (124,991,182) (48,311,854) (124,991,182)
Cash reserve requirement (7,630,000) 9,808,000 (7,630,000) 9,808,000
LLoans and advances to Banks - (76,717,078) - (76,717,078)
Other assets (886,177) 33,445 (832,685) 55,109
Investment in Government securities (39,923,901) 10,852,146  (39,923,901) 10,852,146
Customer deposits 135,018,111 135,408,071 135,018,111 135,482,836
Other financial liabilities (7,401,319)  (8,060,548)  (7,401,319)  (8,060,548)
Other liabilities (408,300) 2,760,303 (381,872) 2,645,942

106,938,153 68,749,508 106,889,431 68,636,028
Tax paid 18 (16,259,694) (23,710,441) (16,246,844) (23,690,441)
Net cash from operating activities 90,678,559 45,039,067 90,642,587 44,945 587
Cash flows from investing activities
Purchase of property, equipment and right-of-use (708,755) (469,308) (708,755) (469,306)
assets
Sale of property, equipment and right-of-use assets 59,631 - 59,631 -
Purchase of intangible assets (66,620) (159,660) (66,620) (159,660)
Net cash used in investing activities (715,744) (628,966) (715,744) (628,966)
Cash flows from financing activities
Dividends paid (25,000,000) (18,750,000) (25,000,000) (18,750,000)
Net change in cash and cash equivalents for the 64,962,815 25,660,101 64,926,843 26,566,621
year
Cash and cash equivalents at the beginning of the year 515,630,218 489,970,117 515,497,415 489,930,794
Total cash and cash equivalents at end of the year 30 580,593,033 515,630,218 580,424,258 515,497,415
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Bank of Baroda (Uganda) Limited

Annual report and consolidated and separate financial statements for the year ended December 31, 2019

Notes to the Consolidated and Separate Financial Statements

Corporate information

Bank of Baroda (Uganda) Limited ("the Bank") is a public limited liability company incorporated and domiciled in Uganda. The
Bank started its operations in Uganda and opened Kampala (Main) branch on December 18, 1953, The Bank was incorporated
on November 1, 1969. Its parent and ultimate holding company is Bank of Baroda - India head quartered in Mumbai, India.

The Bank is principally engaged in the provision of commercial banking services.

The Registered office of the Bank is:

Bank of Baroda (Uganda) Limited

Plot 18, Kampala Road,

PO Box 7197

Kampala, Uganda

The Bank's shares are listed on the Uganda Securities Exchange (USE).

The consolidated financial statements of the Group for the year ended December 31, 2019 comprise the Bank and its
subsidiary, Baroda Capital Markets (Uganda) Limited ("the Subsidiary"). The Subsidiary is engaged in brokerage of securities
and shares traded at the Uganda Securities Exchange.

The separate financial statements for the year ended December 31, 2019 comprise Bank only.

1. Significant accounting policies

The principal accounting policies applied in the preparation of these consolidated and separate annual report and consolidated
and separate financial statements are set out below,

1.1 Basis of preparation

The consolidated and separate financial statements have been prepared on the going concern basis in accordance with
International Financial Reporting Standards ("IFRSs") and in the manner required by the Companies Act, 2012 and the
Financial Institutions Act, 2004, and as amended.

The consolidated and separate financial statements have been prepared on the historic cost convention, unless otherwise
stated in the accounting policies which follow and incorporate the principal accounting policies set out below. They are
presented in Uganda Shillings (USh), which is the Group's functional currency. All financtal information presented in USh has
have been rounded to the nearest thousand, unless otherwise indicated. ’

These accounting policies are consistent with the previous period except for the changes set out in hote 2.

1.2 Significant judgements and sources of estimation uncertainty

The preparation of consolidated and separate financial statements in conformity with IFRS requires management, from time to
time, to make judgements, estimates and assumptions that affect the application of policies and reported amounts of assets,
liabilities, income and expenses. These estimates and associated assumptions are based on experience and various other
factors that are believed to be reasonable under the circumstances. Actual results may differ from these estimates. The
estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in
the period in which the estimates are revised and in any future periods affected. Estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to estimates are recognised prospectively.

Key sources of estimation uncertainty

Fair value estimation

Several assets and liabilities of the Group are either measured at fair value or disclosure is made of their fair values.

A valuation committee was established in order to determine the appropriate valuation techniques and inputs for each
valuation. The committee reports to the director. Significant valuation issues are reported to the audit committee.

Observable market data is used as inputs to the extent that it is available. Qualified external valuers are consulted for the
determination of appropriate valuation techniques and inputs.
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Bank of Baroda (Uganda) Limited

Annual report and consolidated and separate financial statements for the year ended December 31, 2019

Notes to the Consolidated and Separate Financial Statements

1.2 Significant judgements and sources of estimation uncertainty (continued)
Impairment allowance

Critical estimates have been made by the management in arriving at the discounted values of securities in order to arrive at
the impairment charges for loans and advances. The calculation of impairment involves key judgements made by the
directors;

. For individually significant financial assets, the Group considered judgements that have an impact on the expected
future cash flows of the asset. These include, the business prospects, industry and geopolitical climate of the customer,
realizable value of collateral, the Group's legal position, etc. Many of the key judgement factors have a degree of
interdependency, therefore a significant level of judgement is required.

*  The difference between the loan carrying amount and the discounted expected future cash flows will result in the
impairment amount. The future cash flow calculation involves significant judgements and estimates. As new information
becomes available and further negotiations/forbearance measures are taken, the estimates of the future cash flows will be
revised, and will have an impact on the future cash flow analysis

. For financial assets which are not individually significant, which comprise a large number of loans that with similar risk
characteristics, statistical estimates and techniques are used. These techniques use models which analyze sector wise
historical repayment and default rates over a period of five years. Further judgement is required to determine whether the
current economic climate, behavioral and credit conditions are such that the actual level of incurred losses, and losses
inherent in the collective portfolio is likely to be greater or less than historical experience, and is not fully reflective in the
allowance estimated through the use of statistical models and historical data.

. m’_rhe Expected Loss utilizes probability of default and loss given default inherent within the portfolio of impaired loans or
recéivables and the historical loss experience for assets with credit risk characteristics similar to those in one sector.
Probyability of default is determined based on the Group's internal assessment and customer’s credit rating, number of days’
delay in repayment of dues.

. The Group assesses at each reporting shest date whether there is objective evidence that a financial asset is impaired.
A financial asset is impaired and impairment losses are incurred if there is objective evidence of impairment as a result of
one or more default events occurring after the initial recognition. 90 days or more past due principle and interest.

Useful lives of property and eqUipment

Management reviews the useful lives and residual values of the items of property and equipment on a reguiar basis. During
the financial year, the directors determined significant changes in the useful lives and residual values. Assessment of the
useful lives of the property and equipment was done by the external consultant.

When the estimated useful life of an asset differs from previous estimates, the change is applied prospectively in the
determination of the depreciation charge.

Provisions

Provisions are inherently based on assumptions and estimates using the best information available. Management makes
estimates for the provisions, based on the historical data available and reassesses them at the end of every reporting
period.

IFRS 16 Leases

The significant judgements in the implementation were determining if a contract contained a lease, and the determination of
whether the Group is reasonably certain that it will exercise extension options present in lease contracts. The significant
estimates were the determination of incremental borrowing rates in the respective economic environments. The average
discount rate applied to lease liabilities on the transition date January 1, 2019 was 2.75% for US dollar lease liabilities and
15.10% for Uganda Shilling lease liabilities.
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Bank of Baroda (Uganda) Limited

Annual report and consolidated and separate financial statements for the year ended December 31, 2019

Notes to the Consolidated and Separate Financial Statements

1.2 8ignificant judgements and sources of estimation uncertainty (continued)
Taxation

Judgement is required in determining the provision for income taxes due to the complexity of legislation, There are many
transactions and calculations for which the ultimate tax determination is uncertain during the ordinary course of business.
The Group recognises liabilities for anticipated tax audit issues based on estimates of whether additional taxes will be due.
Where the final tax outcome of these matters is different from the amounts that were initially recorded, such differences will
impact the income tax and deferred tax provisions in the period in which such determination is made.

The Group recognises the net future tax benefit related to deferred income tax assets to the extent that it is probable that the
deductible temporary differences will reverse in the foreseeable future. Assessing the recoverability of deferred income tax
assets requires the Group to make significant estimates related to expectations of future taxable income. Estimates of
future taxable income are based on forecast cash flows from operations and the application of existing tax laws in each
jurisdiction. To the extent that future cash flows and taxable income differ significantly from estimates, the ability of the
Group to realise the net deferred tax assets recorded at the end of the reporting period could be impacted.

Critical judgements in applying accounting policies

The critical judgements made by management in applying accounting policies, apart from those involving estimations, that
have the most significant effect on the amounts recognised in the financial statements, are outlined as follows:

Impairment of non financial assets

The Group reviews its non financial assets to assess the likelihood of impairment on an annual basis. In determining
whether such assets are impaired, management make judgements as to whether there are any conditions that indicate
potential impairment of such assets.

1.3 Consolidation

The consolidated financial statements comprise the financial statements of the Group and its subsidiary as at 31 December
2019. The Group consolidates a subsidiary when it controls it. Control is achieved when the Group is exposed, or has rights, to
variable returns from its involvement with the investee and has the ability to affect those returns through its power over the
investee.

Generally, there is a presumption that a majority of voting rights results in control. However, in individual circumstances, the
Group may still exercise control with a less than 50% shareholding, or may not be able to exercise control even with ownership
over 50% of an entity's shares. When assessing whether it has power over an investee and therefore controls the variability of
its returns, the Group considers all relevant facts and circumstances, including:

» The purpose and design of the investee
+ The relevant activities and how decisions about those activities are made and whether the Group can direct those activities
+ Contractual arrangements such as call rights, put rights and liquidation rights

* Whether the Group is exposed, or has rights, to variable returns from its involvement with the investee, and has the power to
affect the variability of such returns

Profit or loss and each component of other comprehensive income are attributed to the equity holders of the Bank. When
necessary, adjustments are made to the financial statements of subsidiary to bring its accounting policies in line with the
Group's accounting policies.

In the Bank’s separate financial statements, investment in subsidiary is carried at cost less any impairment that has been
recoghised in profit or loss.

All intra-group balances and any gain and losses arising from intra-group transactions are eliminated in preparing the
consolidated financial statements. Unrealized losses are eliminated in the same way as unrealized gains, but only to the extent
that there is no evidence of impairment.
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Bank of Baroda (Uganda) Limited” "

Annual report and consolidated and separate financial statements for the year ended December 31, 2019

Notes to the Consolidated and Separate Financial Statements

1.4 Revenue
Recognition of interest income and interest expense

Under IFRS 9, interest income is recorded using the effective interest rate (EIR) method for all financial assets measured at
amortised cost. Interest expense Is also calculated using the EIR method for all financial liabilities held at amortised cost.
The EIR is the rate that exactly discounts estimated future cash receipts through the expected life of the financial asset or
liability or, when appropriate, a shorter period, to the gross carrying amount of the financial asset.

The EIR (and therefore, the amortised cost of the financial asset) is calcuiated by taking into account transaction costs and
any discount or premium on the acquisition of the financial asset, as well as fees and costs that are an integral part of the
EIR. The Group recognises interest income using a rate of return that represents the best estimate of a constant rate of
return over the expected life of the loan, Hence, the EIR calculation also takes into account the effect of potentially different
interest rates that may be charged at various stages of the financial asset's expected life, and other characteristics of the
product life cycle (including prepayments, penalty interest and charges).

Net interest income comprises interest income and interest expense calculated using both the effective interest method and
other methods. These are disclosed separately on the face of the income statement for both interest income and interest
expense to provide symmetrical and comparable information.

The Group calculates interest income on financial assets, other than those considered credit-impaired, by applying the EIR
to the gross carrying amount of the financial asset. When a financial asset becomes credit-impaired and is therefore
regarded as ‘Stage 3', The Group calculates interest income by applying the EIR to the net amortised cost of the financial
asset. If the financial asset cures and is no longer credit-impaired, The Group reverts to calculating interest income on a
gross basis.

Fees and commission on financial services

The Group earns fee and commission income from a diverse range of financial services it provides to its customers. Fee and
commission income is recognised at an amount that reflects the consideration to which the Group expects to be entitled in
exchange for providing the services.

The Group also derives income from consideration paid by customers to transfer money and foreign exchange transactions.
These revenues vary by transaction based upon send and receive locations, the principal amount sent, whether the money
transfer involves different send and receive currencies, the difference between the exchange rate set by the Group to the
customer and the rate available in the wholesale foreign exchange market, speed of service, and channel, as applicable.
Income from foreign exchange transactions is the exchange rate margin between the selling and the buying rates of the
various currencies traded in during the period (spot base). Although baseline exchange rates are determined by Bank of
Uganda, the Group adjusts market rates in response to the market demand and supply of the respective foreign currencies.
The Group also offers several other services, including payment services and other bill payment services, for which income
is impacted by similar factors.

The performance obligations, as well as the timing of their satisfaction, are identified, and determined, at the inception of
the contract. The Group's revenue contracts do not typically include multiple performance obligations. When the Group
provides a service to its customers, consideration is invoiced and generally due immediately upon satisfaction of a service
provided at a point in time or at the end of the contract period for a service provided over time. The Group has generally
concluded that it is the principal in its revenue arrangements because it typically controls the services before transferring
them to the customer. :

Brokerage fees

The Group buys and sells securities on behalf of its customers and receives a fixed commission for each transaction. The
Group's performance obligation is to execute the trade on behalf of the customer and revenue is recognised once each
trade has been executed (i.e., on the trade date). Payment of the commission is typically due on the trade date.

Dividend income

Dividend income is recognised when the right to receive dividend is established.
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Bank of Baroda (Uganda) Limited

Annual report and consclidated and separate financial statements for the year ended December 31, 2019

Notes to the Consolidated and Separate Financial Statements

1.5 Translation of foreign currencies
Foreign currency transactions

Transactions in foreign currencies during the period are converted into Uganda Shillings (functional currency), at rates ruling
at the transaction dates. Assets and liabilities at the date of this report which are expressed in foreign currencies are
translated into Uganda Shillings at rates ruling at that date. The resulting differences from conversion and translation are
dealt with in the profit or loss in the period in which they arise.

A foreign currency transaction is recorded, on initial recognition in Uganda Shillings, by applying to the foreign currency
amount the spot exchange rate between the functional currency and the foreign currency at the date of the transaction.

At the end of the reporting period:
foreign currency monetary items are translated using the closing rate;
. non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the
exchange rate at the date of the transaction; and
. non-monetary items that are measured at fair value in a foreign currency are translated using the exchange rates
at the date when the fair value was determined.

Exchange differences arising on the settlement of monetary items or on translating monetary items at rates different from
those at which they were translated on initial recognition during the period or in previous annual report and consolidated and
separate financial statements are recognised in profit or loss in the period in which they arise.

1.6 Property, equipment and right-of-use assets

An item of property, equipment and right-of-use assets is recognised as an asset when it is probable that future economic
benefits associated with the item will flow to the Group, and the cost of the item can be measured reliably.

Property, equipment and right-of-use assets is subsequently stated at cost less accumulated depreciation and any
accumulated impairment losses.

Depreciation of an asset commences when the asset is available for use as intended by management. Depreciation is charged
to write off the asset's carrying amount over its estimated useful life to its estimated residual value, using a method that best
reflects the pattern in which the asset's economic benefits are consumed by the Group. Leased assets are depreciated in a
consistent manner over the shorter of their expected useful lives and the lease term. Depreciation is'not charged to an asset if
its estimated residual value exceeds or is equal to its carrying amount. Depreciation of an asset ceases at the earlier of the
date that the asset is classified as held for sale or derecognised.

Depreciation is calculated on a straight line basis to write down the cost of each asset to its residual value over its estimated
useful life, using the following annual (ates.

Nature of assets Depreciation method % of depreciation / years
Buildings Straight line 20 years

Furniture and fixtures Reducing balance basis 12.50%

Motor vehicles Reducing balance basis  20.00%

IT equipment Straight line 3to 5years

Right -of-use assets Straight line 2 to 16 years

The residual value, useful life and depreciation method of each asset are reviewed at the end of each reporting year. If the
expectations differ from previous estimates, the change is accounted for prospectively as a change in accounting estimate.

Each part of an item of property, equipment and right-of-use assets with a cost that is significant in relation to the total cost of
the item is depreciated separately.

The depreciation charge for each year is recognised in profit or loss unless it is included in the carrying amount of another
asset.

An item of property, equipment and right-of-use assets is derecognised upon disposal or when no future economic benefits are
expected from its continued use or disposal. Any gain or loss arising from the derecognition of an item of property, equipment
and right-of-use assets, determined as the difference between the net disposal proceeds, if any, and the carrying amount of the
item, is included in profit or loss when the item is derecognised.

29

&




Bank of Baroda (Uganda) Limited

Annual report and consolidated and separate financial statements for the year ended December 31, 2019

Notes to the Consolidated and Separate Financial Statements

1.7 Intangible assets

An intangible asset is recognised when:
. It is probable that the expected future economic benefits that are attributable to the asset will flow to the entity; and
. the cost of the asset can be measured reliably.

Intangible assets are initially recognised at cost.

Intangible assets are carried at cost less any accumulated amortisation and any impairment losses.

The amortisation period and the amortisation method for intangible assets are reviewed every period-end.

Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as follows:

Nature of intangible assets Useful life
Computer software . 3years

1.8 Employee benefits
Defined contribution plans

The Group and all its' employees contribute to the National Social Security Fund, which is a defined contribution scheme. A
defined contribution plan is a pension plan under which the Group pays a fixed contribution to a separate entity. The Group has
no legal or constructive obligation to pay further contributions if the fund does not hold sufficient assets to pay all employees
the benefits relating to employee service in the current and prior periods. The assets of the scheme are held in a separate
trustee adminigtered fund which is funded by contributions from both the Group and employees.

The Group'é;' Eontributions to the defined contribution scheme are charged to the statement of profit or loss and other
comprehensive income in the year to which they fall due.

Defined benefit plans
For defined benefit plans the cost of providing the benefits is determined using the projected unit credit method.
Actuarial valuations are conducted on an annual basis by independent actuaries separately for each plan.

C'on‘sideration is given to any event that could impact the funds up to the end of the reporting period where the interim valuation
is performed at an earlier date.

Past service costs are recognised immediately to the extent that the benefits are already vested, and are otherwise amortised
on a straight line basis over the average period until the amended benefits become vested.

To the extent that, at the beginning of the financial year, any cumulative unrecognised actuarial gain or loss exceeds ten
percent of the greater of the present value of the projected benefit obligation and the fair value of the plan assets (the corridor),
that portion is recognised in prefit or loss over the expected average remaining service lives of participating employees.
Actuarial gains or losses within the corridor are not recognised.

Actuarial gains and losses are recognised in the year in which they arise, in other comprehensive income.

Gains or losses on the curtailment or settlement of a defined benefit plan is recognised when the group is demonstrably
committed to curtailment or settlement.

When it is virtually certain that another party will reimburse some or all of the expenditure required to settle a defined benefit
obligation, the right to reimbursement is recognised as a separate asset. The asset is measured at fair value. In all other
respects, the asset is treated in the same way as plan assets. In profit or loss, the expense relating to a defined benefit plan is
presented as the net of the amount recognised for a reimbursement.

The amount recognised in the statement of financial position represents the present value of the defined benefit obligation as
adjusted for unrecognised actuarial gains and losses and unrecognised past service costs, and reduces by the fair value of
plan assets.

Any asset is limited to unrecognised actuarial losses and past service costs, plus the present value of available refunds and
reduction in future contributions to the plan.
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Bank of Baroda (Uganda) Limited

Annual report and consolidated and separate financial statements for the year ended December 31, 2019

Notes to the Consolidated and Separate Financial Statements

1.9 Leases
Policy applicable from January 1, 2019

. At the inception of the contract, the Group assesses whether a contract is, a lease. Contract is, or contains, a lease if
the contract conveys the right to control the use of an identified assets for a period of time in exchange for
consideration. To assess whether contract covers the right to control the use of an identified assets, the Group
assesses whether;

. the contract involves the use of an identified assets — this may be specified explicitly or implicitly, and should be
physically distinct or represent substantially all of the capacity of a physically distinct asset. IF the supplier has a
substantive substitution right, then the asset is not identified;

. the Group has the right to obtain substantially all of the economic benefits from use of the asset throughout the period
of use; and

. the Group has the right to direct the use of the asset. The Group has this right when it has the decision-making
rights that are most relevant to changing how and for what purpose the asset is used. In rare cases where the
decision about how and for what purpose the asset is used is predetermined, the Group has the right to direct thd
use of the asset if either;

>the Group has the right to operate the asset; or

> the Group designed the asset in a way that predetermines how and for what purpose it will be used.
The policy is applied to contract entered into, or changed, on or after January 1, 2019
At inception or on reassessment of a contract that contains a lease component, the Group allocates the consideration in the
contract to each lease component on the basis of their relative stand-alone prices. However, for the leases of land and
buildings in which it is a lessee, the Group has elected not to separate non-lease components and account for the lease and
non-lease components as a single lease component.

Policy applicable prior to January 1, 2019

For contracts entered into before January 1, 2019, the Group determined whether the arragnement was or contains a lease
based on the assessment of whether:

. fulfilment of the arrangement was dependent on the use of a specific assets or assets; and

. the ararngement had conveyed a right to use the asset. An arrangement conveyed the right to use the asset if one
of the following was met:

> the purchaser had the ability or right to operate the asset while obtaining or controlling more than an insignificant
amount of the output;

> the purchaser had the ability or right to control physical access to the asset while obtaining or controlling more
than an insigifniciant amount of the output; or

> facts an circumstances indicated that it was remote that other parties would take more than an insignificant

amount of the output, and the price per unit was neither fixed per unit of output nore equal to the current market
price per unit of output.

i) Asalessee
Policy applicable from January 1, 2019
The Group recognises a right-of-use asset and a lease liabilities at the lease commencement date. The right-of-use assset Is
initally measured at cost, which comprises the initial amount of the lease liability adjusted for any lease payments made at or

before the commencement date, plus any intial direct costs incurred and an estimate of costs to dismantle and remove the
underlying asset or to restore the underlying assset or the site on which it is located, less any lease incentives received.
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Bank of Baroda (Uganda) Limited =~~~

Annual report and consolidated and separate financial statements for the year ended December 31, 2019

Notes to the Consolidated and Separate Financial Statements

1.9 Leases (continued)

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date to the earlier
of the end of the useful life of the right-of-use asset or the end of the lease term. The estimated useful lives of rifht-of-use
assets are determined on the same basis as those of property and equipment. In addition, the right-of-use asset is periodically
reduced by impairment losses, if any, adnd adjustmed for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payment that are not paid at the commencement date,
discouted using the interest rate implicit in the lease or, if that rate connot be readily determined, the Group's incremental
borrowing rate. Generally, the Group uses its incremental borrowing rate as the discount rate.

Leasel bayments included in the mearsurement of the lease lability comprise the following:
> fixed payments, includeing in-substance fixed pyaments;

> variable lease payments that depend on an index or a rate, intially measured using the index or rate as at the
commencement date;

> amounts éxpeoted to be payable under a residual value guarantee; and

> the exercise price under a purchase option that the group is reasonably certain to exercise, lease payments in an
opetional renewal period if the Group is reasonably certain to exercise an extension option, and penalties  for
early termination of a lease unless the Group is reasonably certain not to terminate early.

The lease liablity is measured at amortised cost using the effective interest method. It is remeasured when there is a change in
future lease payments arising from change in an index or rate, if there is a change in the Group's estimate of the amount
expected to be“ayable under a residual value guarantee, or if the Group changes its assessment of whether it will exercise
purchase, extension or termination option.

When the lease lability is remeasured in this way, a corresponding adjustment is made to the carrying amount of the right-of-
use asset or is recorded in profit or loss if the carrying amount of the right-of-use asset has been reduced to zero.

Short-term leases and leases of low-value assets

The Group has elected not to recognise right-of-use assets and lease liabilitites for short-term leases that have a lease term of
12 months or less and leases of low-value assets. The Group recognises the lease payments associated with these leases as
an expenses on a straight-line basis over the lease term.

Policy applicable prior to January 1, 2019

In the comparative period, as a lessee the Group classified lease that transfer substantially all of the risks and reward of
ownership as finance leases. When this was the case, the leased assets where measured initially at an amount equal to the
lower of their fair value and the present value of the minimum lease payments. Minimum lease payments were the payments
over the lease term that the lease was required to make, excluding any contingent rent.

Subsequent, the assets were accounted for in accordance with the accounting policy applicable to that assat.

Assets held under otherleases were classfied as operating leases and were not recognised in the Group's statement of
fianncial position. Payments made under operating leases were recognised in profit or loss on a straight-line basis over the
term of the lease. Lease incentives received were recognised as an integral part of the total lease expense. Over the term of
the lease.

ii) Asaleasor

When the Group acts as a leassor, it determines at lease inception whether each lease is' a finance lease or an operating
lease.

To classify each lease, the Group makes an overall assessment of whether the lease transfers substantially all of the risks and
rewards incidental to ownership of the underlying asset. If this is the case, then the lease is a finance lease; if not, then it is an
operating lease. As part of this assessment, the Group considers certain indicators such as whether the lease is for the major
part of the economic life of the asset.
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Bank of Baroda (Uganda) Limited

Annual report and consolidated and separate financial statements for the year ended December 31, 2019

Notes to the Consolidated and Separate Financial Statements

1.9 Leases (continued)

When the Group is an intermediate lessor, it accounts for its interest in the head lease and the sub-lease separately. It
assesses the lease classfication of a sub-lease with reference to the right-of-use assets arising from the head lease not with
reference to the underlying asset. If a head lease is a short-term lease to which the Group applies the exemption described
above, then it classifies the sub-lease an operating lease.

If an arrangement constrains lease and non-lease component, the Group applies IFRS 15 to allocate the consideration in the
contract.

The Group recognised lease payments received under operating lease as income on straightline basis over the lease term as
part of "other income”.

The accounting policies applicable to the Group as a leasor in the comparative period were not different from IFRS 16.
However, when the Group was an intermediate lessor the sub-leases were classfiied with reference to the underlying asset.

140 Tax

The tax expense for the period comprises current and deferred income tax. Tax is recognised in profit or loss, except to the
extent that it relates to items recognised in other comprehensive income or directly in equity. In this case, the tax is also
recognised in other comprehensive income or directly in equity respectively.

The current income tax charge is calculated on the basis of tax laws enacted or substantively enacted at the reporting date.
The directors periodically evaluate positions taken in tax returns with respect to situations in which applicable tax regulation is
subject to interpretation. They establish provisions where appropriate on the basis of amounts expected to be paid to the tax
authorities.

Deferred income tax is recognised, using the liability method on temporary differences arising between the tax bases of assets
and liabilities and their carrying amounts in the financial statements. However, deferred tax liabilities are not recognised if they
arise from the initial recognition of goodwill; deferred income tax is not accounted for if it arises from injtial recognition of an
asset or liability in a transaction other than a business combination that at the time of the transaction affects neither accounting
nor taxable profit or loss. Deferred income tax is determined using tax rates (and laws) that have been enacted or substantially
enacted by the reporting date and are expected to apply when the related deferred income tax asset is realised or the deferred
income tax liability is settled.

Current tax assets and liabilities

Current tax for current and prior periods is, to the extent unpaid, recognised as a liability. If the amount already paid in respect
of current and prior periods exceeds the amount due for those periods, the excess is recognised as an asset.

Deferred tax assets and liabilities

A deferred tax liability is recognised for all taxable temporary differences, except to the extent that the deferred tax liability
arises from the initial recognition of an asset or liability in a transaction which at the time of the transaction, affects neither
accounting profit nor taxable profit (tax loss).

A deferred tax asset is recognised for all deductible temporary differences to the extent that it is probable that taxable profit will
be available against which the deductible temporary difference can be utilised. A deferred tax asset is not recognised when it
arises from the initial recognition of an asset or liability in a transaction at the time of the transaction, affects neither accounting
profit nor taxable profit (tax loss).

A deferred tax asset is recognised for the carry forward of unused tax losses and unused STC credits to the extent that it is
probable that future taxable profit will be available against which the unused tax losses and unused STC credits can be utilised.
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1.11 Financial instruments
Initial measurement of financial instruments

The classification of finarcial instruments at initial recognition depends on their contractual terms and the business model
for managing the instruments. Financial instruments are initially measured at their fair value except in the case of financial
assets and financial liabilities recorded at FVPL, transaction costs are added to, or subtracted from, this amount. Trade
receivables are measured at the transaction price. When the fair value of financial instruments at initial recognition differs
from the transaction price.

When the transaction price of the instrument differs from the fair value at origination and the fair value is based on a
valuation technlque using only inputs observable in market transactions, the Bank recognises the difference between the
transaction price and fair value in net trading income. In those cases where fair value is based on models for which some
of the inputs are not observable, the difference between the transaction price and the fair value is deferred and is only
recognised in profit or loss when the Inputs become observable, or when the instrument is derecognised.

Measurement categories of financial assets and liabilities
The Group classifies all its financial assets based on the business model for managing the assets and the asset's
contractual terms, measured at either:

- Amortised cost,

- Fair value through other comprehensive income (FVOCH)
- Fair value through profit or loss (FVTPL)

The Group classifies and measures its trading portfolio at FVPL and also may designate financial instruments at FVPL, if so
doing eliminates oﬁsxgnlﬂcantly reduces measurement or recognition inconsistencies.

Financial liabilities, other than loan commitments and financial guarantees, are measured at amortised cost or at FVPL
when they are held for trading and derivative instruments or the fair value designation is applied.

Determination of fair value

In order to show how fair values have been derived, financial instruments are classified based on a hierarchy of valuation
techniques, as summarised below:

Level 1 financial instruments - Those where the inputs used in the valuation are unadjusted quoted prices from active
markets for identical assets or liabilities that the Group has access to at the measurement date. The Group considers
markets as active only if there are enough trading activities with regards to the volume and liquidity of the identical assets or
liabilities and when there are binding and exercisable price quotes available on the reporting date.

Level 2 financial instruments - Those where the inputs that are used for valuation and are significant, are derived from
directly or indirectly observable market data available over the entire period of the instrument's life. Such inputs include
quoted prices for similar assets or liabilities in active markets, quoted prices for identical instruments in inactive markets and
observable inputs other than quoted prices such as interest rates and yield curves, implied volatilities, and credit spreads. In
addition, adjustments may be required for the condition or location of the asset or the extent to which it relates to items that
are comparable to the valued instrument. However, if such adjustments are based on unobservable inputs which are
significant to the entire measurement, the Group will classify the instruments as Level 3.

Level 3 financial mstruments Those that include one or more unobservable input that is significant to the measurement as
whole.

The Group periodically reviews its valuation techniques including the adopted methodologies and model calibrations.
However, the base models may not fully capture all factors relevant to the valuation of the Group's financial instruments
such as credit risk, own credit and/or funding costs. Therefore, the Group applies various techniques to estimate the credit
risk associated with its financial instruments measured at fair value, which include a portfolio-based approach that
estimates the expected net exposure per counterparty over the full lifetime of the individual assets, in order to reflect the
credit risk of the individual counterparties for non-collateralized financial instruments. The Group estimates the value of its
own credit from market observable data, such as secondary prices for its traded debt and the credit spread on credit default
swaps and traded debts on itself, The Group evaluates the levelling at each reporting period on an instrument-by-instrument
basis and reclassifies instruments when necessary, based on the facts at the end of the reporting period.
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1.11 Financial instruments {continued)
Financial assets and liabilities

Due from banks, Loans and advances to customers, Financial investments at amortised cost

The Group measures Due from banks, Loans and advances to customers and other financial investments at amortised cost
only if both of the following conditions are met:

- The financial asset is held within a business model with the objective to hold financial assets in order to collect contractual
cash flows

-The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of principal
and interest (SPPI) on the principal amount outstanding

The details of these conditions are outlined below:

Business model assessment

The Group determines its business model at the level that best reflects how it manages groups of financial assets to achieve
its business objective:

- The risks that affect the performance of the business model (and the financial assets held within that business model) and
the way those risks are managed

-How managers of the business are compensated (for example, whether the compensation is based on the fair value of the
assets managed or on the contractual cash flows collected)

The expected frequency, value and timing of sales are also important aspects of the Groups assessment. The business
model assessment is based on reasonably expected scenarios without taking 'worst case' or 'stress case’ scenarios into
account. If cash flows after initial recognition are realised in a way that is different from the- Group's original -expectations,
the Bank does not change the classification of the - remaining financial assets held in ‘thatbusiness model, but
incorporates such information when assessing newly originated or newly purchased financial assets going forward.

The SPPI test

As a second step of its classification process, the Group assesses the contractual terms of the financial asset to identify
whether they meet the SPPI test. 'Principal’ for the purpose of this test is defined as the fair value of the financial asset at
initial recognition and may change over the life of the financial asset (for example, if there are repayments of pnnmpal or
amortisation of the premium/discount).

The most significant elements of interest within a lending arrangement are typically the consideration for the time value of
money and credit risk. To make the SPPI assessment, the Group applies judgement and considers relevant factors such as
the currency in which the financial asset is denominated, and the period for which the interest rate is set. In contrast,
contractual terms that introduce a more than de minimis exposure to risks or volatility in the contractual cash flows that are
unrelated to a basic lending arrangement do not give rise to contractual cash flows that are solely payments of principal
and interest on the amount outstanding. In such cases, the financial asset is required to be measured at FVPL.

Financial assets or financial liabilities held for trading

The Group classifies financial assets or financial liabilities as held for trading when they have been purchased or issued
primarily for short-term profit- making through trading activities or form part of a portfolio of financial instruments that are
managed together, for which there is evidence of a recent pattern of short-term profit taking. Held-for-trading assets and
liabilities are recorded and measured in the statement of financial posmon at fair value. Changes in fair value are recognised
in other income, Interest and dividend income or expense is recorded in other income according to the terms of the contract,
or when the right to payment has been established.

Debt instruments at FVOCI

The Group classifies debt instruments at FVOC! when both of the following conditions are met;

The instrument is held within a business model, the objective of which is achieved by both collecting contractual cash flows
and selling financial assets

The contractual terms of the financial asset meet the SPPI test
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1.11 Financial instruments (continued)

Gains and losses on disposal of investments whose changes in fair value were initially recognised in the income statement
are determined by reference fo their carrying amount and are taken into account in determining profit before tax. On disposal
of investments whose changes in fair value were initially recognised in equity, the gains/iosses are recognised in the
reserve, where the fair values were initially recognised. Any gain / losses recongised in other comprehensive income will be
recycled upon derecognition of the asset.

Purchases and sales of financial assets are recognised on the trade date i.e. the date on which the Group commits to
purchase or sell the asset.

Equity instruments at FVOCI

Upon initial recognition, the Group occasionally elects to classify irrevocably some of its equity investments as equity
instruments at FVOCI when they meet the definition of definition of Equity under IAS 32 Financial Instruments:
Presentahon and are not held for trading. Such classification is determined on an instrument-by- instrument basis.

Gams and Iosses on these equity mstruments are never recycled to profit. Dividends are recognised in proflt or loss as
other operating income when the right of the payment has been established, except when the Bank benefits from such
proceeds as a recovery of part of the cost of the instrument, in which case, such gains are recorded in OCl. Equity
instruments at FVOCI are not subject to an impairment assessment.

Financial guarantees, letters of credit and undrawn loan commitments

The Group issues financial guarantees, letters of credit and loan commitments. Financial guarantees are initially recognised
in the financial statements (within Provisions) at fair value, being the premium received. Subsequent to initial recognition, the
Group's liability urider each guarantee is measured at the higher of the amount initially recognised less cumulative
amortisation recogfiised in the income statement, and an ECL allowance. The premium received is recognised in the income
statement in Net fees and commission income on a straight-line basis over the life of the guarantee.

Undrawn loan commitments and letters of credits are commitments under which, over the duration of the commitment, the
Group is required to provide a loan with pre-specified terms to the customer. Like financial guarantee contracts, these
contracts are in the scope of the ECL requirements.

The n‘ominal contractual value of financial guarantees, letters of credit and undrawn loan commitments, where the loan
agreed to be provided is on market terms, are not recorded on in the statement of financial position. The nominal values of
these instruments together with the corresponding ECL are disclosed.

Reclassification of financial assets and liabilities

The Group dees not reclassify its financial assets subsequent to their initial recognition, apart from the exceptional
circumstances in which the Group acquires, disposes of, or terminates a business line. Financial liabilities are never
reclassified.

Derecognition of financial assets and liabilities

Derecognitien due to substantial modification of terms and conditions

The Group derecognises a financial asset, such as a loan to a customer, when the terms and conditions have been
renegotiated to the extent that, substantially, it becomes a new loan, with the difference recognised as a derecognition
gain or loss, to the extent that an impairment loss has not already been recorded. The newly recognised loans are
classified as Stage 1 for ECL measurement purposes, unless the new loan is deemed to be POCI.

When assessing whether to derecognise a loan to a customer, amongst others, the Group considers the followmg
factors:

« Change in currency of the loan
+ Introduction of an equity feature
+  Change in counterparty

+ If the modification is such that the instrument would no longer meet the SPPI criterion
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If the modification does not result in cash flows that are substantially different, as set out below, the modification does not
result in derecognition. Based on the change in cash flows discounted at the original EIR, the Group records a modification
gain or loss, to the extent that an impairment loss has not already been recorded. For financial liabilities, the Group
considers a modification substantial based on qualitative factors and if it results in a difference between the adjusted
discounted present value and the original carrying amount of

the financial liability of, or greater than, ten percent. For financial assets, this assessment is based on qualitative factors.
Derecognition other than for substantial modification

Financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is
derecognised when the rights to receive cash flows from the financial asset have expired. The Group also derecognises

the financial asset if it has both transferred the financial asset and the transfer qualifies for derecognition.

The Group has transferred the financial asset if, and only if, either:
. The Group has transferred its contractual rights to receive cash flows from the financial asset; or

. It retains the rights to the cash flows, but has assumed an obligation to pay the received cash flows in
full without material delay to a third party under a ‘pass-through’ arrangement

Pass-through arrangements are fransactions whereby the Group retains the contractual rights to receive the cash
flows of a financial asset (the 'original asset'), but assumes a contractual obligation to pay those cash flows to one or
more entities (the 'eventual recipients'), when all of the following three conditions are met:

. The Group has no obligation to pay amounts to the evéntual recipients unless it has collected equivalent
amounts from the original asset, excluding short-term advances with the right to full recovery of the amount .
lent plus accrued interest at market rates

o The Group cannot sell or pledge the original asset other than as security to the eventual recipients
o The Group must remit any cash flows it collects on behalf of the eventual recipients without material delay.
. In addition, the Group is not entitled to reinvest such cash flows, except for investments in tash or cash

equivalents, including interest earned, during the period between the collection date and the date of required
remittance to the eventual recipients.

A transfer only qualifies for derecognition if either:
o The Group has transferred substantially all the risks and rewards of the asset; or

o The Group has neither transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset

The Group considers control to be transferred if and only if, the transferee has the practical ability to sell the assetin
its entirety to an unrelated third party and can exercise that ability unilaterally and without imposing additional
restrictions on the transfer.

When the Group has neither transferred nor retained substantially all the risks and rewards and has retained
control of the asset, the asset continues to be recognised only to the extent of the Group'’s continuing involvement,
in which case, the Group also recognises an associated liability. The transferred asset and the associated liability are
measured on a basis that reflects the rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum amount of consideration the Group could be required to pay.
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1.11 Financial instruments (continued)

If continuing involvement takes the form of a written or purchased option (or both) on the fransferred asset, the
continuing involvement is measured at the value the Group would be required to pay upon repurchase. In the case of
a written put option on an asset that is measured at fair value, the extent of the entity’s continuing involvement is
limited to the lower of the fair value of the transferred asset and the option exercise price.

Financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged, cancelled or expires. Where
an existing financial liability is replaced by another from the same lender on substantially different terms, or the
terms of an existing liability are substantially modified, such an exchange or modification is treated as a
derecognition of the original liability and the recognition of a new liability. The difference between the carrying value
of the original financial liability and the consideration paid is recognised in profit or loss,

Impairment of financial assets
Overview of the ECL principles

The Group records an allowance for expected credit loss for all loans and other debt financial assets not held at
FVPL, together with loan commitments and financial guarantee contracts, in this section all referred to as ‘financial
instruments'. Equity instruments are not subject to impairment under IFRS 9.

The ECL allowance is based on the credit losses expected to arise over the life of the asset (the lifetime expected
credit losses or LTECL), unless there has been no significant increase in credit risk since origination in which case,
the allowance is based on the 12 months’ expected credit losses (12mECL). The 12mECL is the portion of LTECLs
that represent the ECL that result from default events on a financial instrument that are possible within the 12 months
after the reporting date. Both LTECL and 12mECL are calculated on either an individual basis or a collective basis,
depending on the nature of the underlying portfolio of financial instruments.

The Group has established a policy to perform an assessment, at the end of each reporting period, of whether a financial
instrument’s credit risk has increased significantly since initial recognition, by considering the change in the risk of
default occurring over the remaining life of the financial instrument.

To ensure completeness and accuracy, the Group obtains the data used from third party sources (economic data and
forecast information by the governmental and international monetary authorities, etc.) and uses the services of an external
consultant that verifies the accuracy of inputs to the Group’s ECL models including determining the weights attributable to
the multiple scenarios. The key input in the ECL model include:

. ,Qua}terly loan listing for previous five years;
. Write-off details and recoveries from the previous 5 years; and
® Year-end balances for exposed assets.

Based on the above process, the Gfoup groups its loans into Stage 1, Stage 2, Stage 3 and POCI, as deécribed below:
» Stage 1: When loans are first recognised, the Group recognises an allowance based on-12mECL.

Stage 1 loans also include facilites where the credit risk has improved, and the loan has been
reclassified from Stage 2.

Stage 2: When a loan has shown a significant increase in credit risk since origination, the Group records an
allowance for the LTECL. Stage 2 loans also include facilities, where the credit risk has improved, and
the loan has been reclassified from Stage 3. Instances for stage 2 may include a customer with
various facilities and defaults on one of them, restructured debt and/ sector affected by natural
hazards.

. Stage 3: Loans considered credit impaired. The Group records an allowance for the LTECL. Instances may
include customer being declared bankrupt by an independent government authority, pronounced a
defaulter by another financial institution and receiving a directive from the regulator to fully impair the
party's receivable.
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+  POCI Purchased or originated credit impaired (FOC!) assets are financial assets that are credit impaired on
initial recognition. POCI assets are recorded at fair value at original recognition and interest income is
subsequently recognised based on a credit adjusted EIR. The ECL allowance is only recognised or
released to the extent that there is a subsequent change in the expected credit losses.

For financial assets for which the Group has no reasonable expectations of recovering either the entire outstanding
amount, or a proportion thereof, the gross carrying amount of the financial asset is reduced. This is considered a (partial)
derecognition of the financial asset. ' ‘

The calculation of ECL.

The Group calculates ECL based on four probability-weighted scenarios to measure the expected cash shortfalls,
discounted at an approximation to the EIR. A cash shortfall is the difference between the cash flows that are due to an entity
in accordance with the contract and the cash flows that the entity expects to receive.

The mechanics of the ECL calculations are outlined below and the key elements are, as follows:

. PD - The Probability of Default is an estimate of the likelihood of default over a given time horizon. A default may only
happen at a certain time over the assessed period, if the facility has not been previously derecognised and is still
in the portfolio. The Group considers a financial instrument, defaulted for ECL. calculations in all cases when the
borrower becomes 90 days past due on its contractual payments. The Group considers treasury and interbank
balances defaulted and takes immediate action when the required intraday payments are not settlad by the close
of business as outlined in the individual agreements. PD estimation is derived by bucketing products/facilities for
segmentation-based on homogeneous characteristics such as industry or-facility type, the historical loss rate and
the weighted average loss rate and the Credit Conversion Factor (CCF). The Group uses the CCF which is
based on Bank of Uganda guidelines for risk weightage of assets. The CCF for fund-based assets and undrawn
overdraft limits is 100% and 50% respectively. For non-fund-based products such as letter of credit, guarantees
and derivatives, their CCF is 20%, 100% and 5% respectively.

» EAD - The Exposure at Default is an estimate of the exposure at a future default date, taking into account expected
. changes in the exposure after the reporting date, including repayments of principal and interest, whether
scheduled by contract or otherwise, expected drawdowns on committed facilities, and, accrued interest from
missed payments. The Group determines EADs by modelling the range of possible éxposure outcomes at
various points in time, corresponding the multiple scenarios. The IFRS 9 PDs are then assigned to each
economic scenario based on the outcome of Bank's models.

. LGD - The Loss Given Default is an estimate of the loss arising in the case where a default ocours at a given time. It is
based on the difference between the contractual cash flows due and those that the lender would expect to receive,
including from the realization of any collateral or credit enhancements that are integral to the loan and not required
to be recognised separately. It is usually expressed as a percentage of the EAD. Under IFRS 9, L.GD rates are
estimated for the Stage 1, Stage 2, Stage 3 and POCI IFRS 9 segment of each asset class. The inputs for these
LGD rates are estimated and, where possible, calibrated through back testing against recent recoveries. These
are repeated for each economic scenario as appropriate.

1.12 Impairment of non-finangial assets

The carrying amounts of the Group's non-financial assets, other than deferred tax assets and inventory are reviewed at each
reporting date to determine whether there is any indication of impairment. If any such indication exists, then the assef's
recoverable amount is estimated.

The recoverable amount of an asset or cash-generating unit is the greater of its valiue in use and its fair value less costs to
sell. In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to the asset. For the purpose
of impairment testing, assets that cannot be tested individually are grouped together into the smallest group of assets that
generates cash inflows from continuing use that are largely independent of the cash inflows of other assets or groups of
assets (the "cash-generating unit, or CGU"),

The Group's corporate assets do not generate separate cash inflows. If there is an indication that a corporate asset may be
impaired, then the recoverable amount is determined for the CGU to which the corporate asset belongs.
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1.12 Impairment of non-financial assets (continued)

An impairment loss is recognized if the carrying amount of an asset or its CGU exceeds its estimated recoverable amount,
Impairment losses are recognized in profit or loss. Impairment losses recognized in respect of CGUs are allocated first to
reduce the carrying amount of any goodwill allocated to the units, and then to reduce the carrying amounts of the other
assets in the unit (group of units) on a pro rata basis.

Impairment losses recognized in prior periods are assessed at each reporting date for any indications that the loss has
decreased or no longer exists. An impairment loss is reversed if there has been a change in the estimates used to
determine the recoverable amount. An impairment loss is reversed only to the extent that the asset’s carrying amount does
not exceed the carrying amount that would have been determined, net of depreciation or amortisation, if no impairment loss
had been recognized.

1.13 Contingent liabilities

Letters of credit, acceptances, guarantees and performance bonds are accounted for as off balance sheet transactions and
disclosed as contingent liabilities. Estimates of the outcome and of the financial effect of contingent liabilities is made by the
management based on the information available up to the date the financial statements are approved for issue by the
directors. Any expected loss is charged to profit or loss.

1.14 Provisions and contingencies

Provisions are recognised when:
. the Group has a present obligation as a result of a past event;
. it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation;
and - ' \ ‘
. a rel];?;ble estimate can be made of the obligation.

Contingent assé{s and cdntingent liabilities are not recognised.
1.15 Equity

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its
liabilities. Ordinary shares are recognised at par value and classified as 'share capital' in equity. Any amounts recelved from
the issue of shares in excess of par value is classified as 'share premium' in equity.

Own equity instruments of the Bank acquired by it or its subsidiary (treasury shares) are deducted from equity.
Consideration received or paid on the purchase, sale, issue or cancellation of the Bank's own equity is recognised directly in
equity.
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2. Changes in accounting policy

The annual report and consolidated and separate financial statements have been prepared in accordance with International
Financlal Reporting Standards on a basis consistent with the prior year except for the adoption of the following new or revised
standards.

IFRS 16 Leases
Use of Judgements and estimates

The significant judgements in the implementation were determining if a contract contained a lease, and the determination of
whether the Group is reasonably certain that it will exercise extension options present in lease contracts. The significant
estimates were the determination of inctemental borrowing rates in the respective economic environments, The average
discount rate applied to lease liabilities on the transition date January 1, 2019 was 2.75% for US dollar lease liabilities and
15.10% for Uganda Shilling lease liabilities,

Change in accounting policies: Transition to IFRS 16: L.eases

On January 1, 2019, the Group adopted IFRS 16 Leases. IFRS 16 replaces IAS 17 Leases. The key accounting policies,
significant judgements and significant estimates are detailed in Note 1.2, As of December 31, 2019, the right-of-use assets in
respect of property leases and lease liability were USh 9,904 million and USh 8,582 million respectively. Right-of-use assets
are presented in ‘Property, plant equipment’ on the Group's balance sheet. Lease liabilities are presented in 'Other liabilities’
on the statement of financial position. The total charge to the income statement for the year ended December 31, 2019 was
USh 1,388 million. Of this, USh 281 million was recognised as ‘Interest expense’ on lease liabilities and USh 1,106 million was
recognised as Depreciation on the right-of-use assets. The difference between right-of-use assets and lease liabilities
recognised on January 1, 2019 is due existing prepayments and accruals recognised under I1AS 17 as of December 31, 2018
being included in the measurement of the lease liabilities. .

New accounting standards adopted by the Group

On January 1, 2019, the Group adopted IFRS 16 Leases. [FRS 16 replaces existing leases guidance, including 1AS 17 Leases,
IFRIC 4 Determining whether an Arrangement contains a Lease, SIC-15 Operating Leases ~ Incentives and SIC-27 Evaluating
the Substance of Transactions Involving the Legal Form of a Lease.

IFRS 18 introduces a single lessee accounting model and requires a lessee to recognise assets and liabilities for all leases
with a term of more than 12 months, unless the underlying asset is of low value.

A lessee is required to recognise a right-of-use asset representing its right to use the underlying leased asset and a lease
liability representing its obligation to make lease payments. IFRS 16 substantially carries forward the lessor accounting
requirements in IAS 17 Leases. Accordingly, a lessor continues to classify its leases as operating leases or finance leases, and
to account for those two types of leases differently.

The impact of IFRS 16 on the Group is primarily, where the Group is a lessee in property lease contracts. The Group has
elected to adopt the simplified approach of transition and has not restated comparative information. On January 1, 2019, the
Group recognised a lease liability, being the remaining lease payments, including extensions options where renewal is
reasonably certain, discounted using the Group’s incremental borrowing rate at the date of initial application in the economic
environment of the lease. The corresponding right-of-use asset recognised is the amount of the lease liability adjusted by
prepaid or accrued lease payments related to those leases. The statement of financial position increase as a result of
recognition of the lease liability and right-of-use asset as of January 1, 2019 was approximately USh 11,011 million, with no
adjustment to retained earnings. The right-of-use asset is presented in ‘Property, equipment and right-of-use asset’ and the
lease liability is presented in 'Other liabilities’.

impact on Statement of Financial Position on adoption of IFRS 16

Group Bank
2019 2019
USh '000 Ush '000
Property, equipment and right-of-use assets - -
As at January 1 11,011,002 11,011,002
Depreciation on Right-of-use assets during the year (1,108,154) (1,106,154)
As at December 31 9,904,848 9,904,848
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3. New Standards and Interpretations

3.1 Standards and interpretations effective and adopted in the current year

In the current yéar, the bank has adopted the following standards and interpretations that are effective for the current financial
year and that are relevant to its operations.

IFRS 16 Leases

IFRS 16 Leases is a new standard which replaces IAS 17 Leases, and introduces a sihgle lessee accounting model. The main
changes arising from the issue of [FRS 16 which are likely to impact the group are as follows:

Group as

lessee:

Lessees are required to recognise a right-of-use asset and a lease liability for all leases, except short term leases or
leases where the underlying asset has a low value, which are expensed on a straight line or other systematic basis.
The cost of the right-of-use asset includes, where appropriate, the initial amount of the lease liability; lease
payments made prior to commencement of the lease less incentives received; initial direct costs of the lessee; and
an estimate for any provision for dismantling, restoration and removal related to the underlying asset.

The lease liability takes into consideration, where appropriate, fixed and variable lease payments; residual value
guarantees to be made by the lessee; exercise price of purchase options; and payments of penalties for terminating
the lease.

The right-of-use asset is subsequently measured on the cost model at cost less accumulated depreciation and
impairment and adjusted for any re-measurement of the lease liability. However, right-of-use assets are measured at
fair value when they meet the definition of investment property and all other investment property is accounted for on
the, fair value model. If a right-of-use asset relates to a class of property, plant and equipment which is measured on
the&revaluatxon model, then that right-of-use asset may be measured on the revaluation model.

The lease liability is subsequently increased by interest, reduced by lease payments and re-measured for
reassessments or modifications.

Re-measurements of lease liabilities are affected against right-of-use assets, unless the assets have been reduced
to nil, in which case further adjustments are recognised in profit or loss.

The lease liability is re-measured by discounting revised payments at a revised rate when there is a change in the
lease term or a change in the assessment of an option to purchase the underlying asset.

The lease liability is re-measured by discounting revised lease payments at the original discount rate when there is a
change in the amounts expected to be paid in a residual value guarantee or when there is a change in future
payments because of a change in index or rate used to determine those payments.

Certain lease modifications are accounted for as separate leases. When lease modifications which decrease the
scope of the lease are not required to be accounted for as separate leases, then the lessee re-measures the lease
fiability by decreasing the carrying amount of the right of lease asset to reflect the full or partial termination of the
fease. Any gain or loss relating to the full or partial termination of the lease is recognised in profit or loss. For all
other lease modifications which are not required to be accounted for as separate leases, the lessee re-measures the
lease liability by making a corresponding adjustment to the right-of-use asset.

Right-of-use assets and lease liabilities should be presented separately from other assets and liabilities. If not, then

. the line item in which they are included must be disclosed. This does not apply to right-of-use assets meeting the

Group as

definition of investment property which must be presented within investment property. IFRS 16 contains different
disclosure requirements compared to |IAS 17 leases.

lessor:

Accounting for leases by lessors remains similar to the provisions of IAS 17 in that leases are classified as.either
finance leases or operating leases. Lease classification is reassessed only if there has been a modification.

A modification is required to be accounted for as a separate lease if it both increases the scope of the lease by
adding the right to use one or more underlying assets; and the increase in consideration is commensurate to the
stand alone price of the increase in scope.

If a finance lease is modified, and the modification would not qualify as a separate lease, but the lease would have
been an operating lease if the modification was in effect from inception, then the modification is accounted for as a
separate lease. In addition, the carrying amount of the underlying asset shall be measured as the net investment in
the lease immediately before the effective date of the modification. IFRS 9 is applied to all other modifications not
required to be treated as a separate lease.

‘Modifications to operating leases are required to be accounted for as new leases from the effective date of the

modification. Changes have also been made to the disclosure requirements of leases in the lessor's financial
statements.

42

R%




Bank of Baroda (Uganda) Limited

Annual report and consolidated and separate financial statements for the year ended December 31, 2019

Notes to the Consolidated and Separate Financial Statements

3. New Standards and Interpretations (continued)
Sale and leaseback transactions:

. In the event of a sale and leaseback transaction, the requirements of IFRS 15 are applied to consider whether a
performance obligation is satisfied to determine whether the transfer of the asset is accounted for as the sale of an
asset,

U If the transfer meets the requirements to be recognised as a sale, the seller-lessee must measure the new right-of-
use asset at the proportion of the previous carrying amount of the asset that relates to the right-of-use retained. The
buyer-lessor accounts for the purchase by applying applicable standards and for the lease by applying IFRS 16

. If the fair value of consideration for the sale is not equal to the fair value of the asset, then IFRS 16 requires
adjustments to be made to the sale proceeds. When the transfer of the asset is not a sale, then the seller-lessee
continues to recognise the transferred asset and recognises a financial liability equal to the transfer proceeds. The
buyer-lessor recognises a financial asset equal to the transfer proceeds.

The effective date of the standard is for years beginning on or after January 1, 2019.

The group has adopted the standard for the first time in the 2019 annual report and consolidated and separate financial
statements.

The impact of the standard is set out in note 2 Changes in Accounting Policy.

4. Financial risk management

Financial risk management

The Group's activities expose it to a variety of financial risks: market risk (including currency risk, fair value interest rate risk,
cash flow interest rate risk and price risk), credit risk and liquidity risk. Those activities involve the analysis, evaluation,
acceptance and management of some degree of risk or combination of risks. Taking risk is core fo the Group's business,
and the financial risks are an inevitable consequence of being in business. The Group's aim is therefore to achieve an
appropriate balance between risk and return and categorise potential adverse effects on its financial performance.
Financial-risk. management is carried out by the Treasury and Credit department under policies approved by the Board of
Directors.- Treasury identifies, evaluates and hedges financial risks in close co-operation with the operating units. The
Board provides written principles for overall risk management, as'well as written policies covering specific areas such as
foreign exchange risk, interest rate risk, credit risk, use of derivative and non-derivative financial instruments.

(a) Capital management

Internally imposed capital requirements

The Group's objectives when managing capital, which is a broader concept than the equity on the face of financial position
are:

- to provide an adequate return to shareholders by pricing products and services commensurate with the level of risk;
- to comply with the capital requirements set by Bank of Uganda;

- to safeguard the Group’s ability to continue as a going concern, so that it can continue to provide returns for shareholders
and benefits for other stakeholders:

- to maintain a strong capital base to support the development of its business: and
- to maintain an optimal capital structure to reduce the cost of capital.
Capital adequacy and use of regulatory capital are monitored regularly by management, employing techniques based on

the guidelines developed by the Basel Committee, as implemented by the Bank of Uganda for supervisory purposes. The
required information is filed with the Bank of Uganda on a quartetly basis.
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4,  Financial risk management (continued)
Externally imposed capital requirements

Bank of Uganda requires each bank to: (a) hold the minimum level of regulatory capital of USh 25 billion as at December
31, 2019; (b) maintain core capital of not less.than 10% of total risk weighted assets plus risk weighted off balance sheet
items; and (c) maintain total capital of not less than 12% of risk-weighted assets plus risk-weighted off-balance sheet items.

The bank's total regulatory capital is divided into two tiers:

. “Tier 1 capital (core capital): share capital, share premium, and retained earnings and reserves created by
appropriations of retained earnings. The book value of goodwill, current year losses, prohibited loans to insiders,
investments in unconsolidated financial statements, deficiencies in provisions for losses, other deductions
determined by BOU are deducted in arriving at tier 1 capital

. Tier 2 capital (Supplementary capital): Revaluation reserves, general provisions, subordinated debt and hybrid
capital instruments.

The risk weighted assets are measured by means of a hierarchy of four risk weights classified according to the naturé of
and reflecting an estimate of the credit risk associated with each asset and counterparty. 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 summarizes the composition of the regulatory capital,

& Bank
\: 2019 2018
USh '000 USh '000

Core capital (Tier 'i) ‘
Share capital 25,000,000 25.000,000

Accumulated profit 338,105,684 298,176,654
Intangible assets - (129,044) (121,845)
Unrealised gain/losses on forex (63,347) (3,653)
Investments in subsidiaries (40,000) (40,000)
Deferred tax (2,757,160)  (3,420,987)

Total Tier 1 Capital 360,116,133 319,590,069

Supplementary capital (Tier 2)

Unencumbered general provisions (FI Act) 8,071,020 7,400,248
Revaluation reserve 8,709,958 9,168,377
Total Tier 2 Capital 16,780,978 16,568,625
Tier 1 capital 360,116,133 319,690,069
Tier 2 capital 16,780,978 16,568,625
Total capital (Tier 1 + Tier 2) 376,897,111 336,158,694

The risk—weighted assets are measured by means of hierarchy of five risk weights classified according o the nature of and
reflecting an estimate of credit, market and market risks associated with each asset and counterparty, taking into account
any eligible collateral or guarantees. A similar treatment is adopted for off-balance sheet exposure, with some adjustments
to reflect the more contingent nature of potential losses.
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4. Financial risk management (continued)

2019 2018
Particulars Balance Sheet Risk Risk WeightedBalance Sheet Risk Risk Weighted
Nominal Weight Amount - Nominal Weight Amount
Amount % Amount %
USh 000 USh '000 USh '000 USh '000
Assets
Notes, coins and other cash assets 15,563,416 0% - 16,686,348 0 % -
Investment in government securities 538,151,415 0% - 508,317,338 0% -
Repurchase agreements with Bank of - 0% - 10,000,000 0% -
Uganda
Due from Commercial Banks in 23,029,700 20 % 4,605,940 8,686,269 20 % 1,737,254
Uganda :
Balance with Bank of Uganda 165,322,719 0% - 137,575,661 0 % -
Placements with local Banks 65,434,369 20 % 13,086,874 21,294,247 20 % 4,258,849
Placements with foreign Banks 217,998,822 100 % 217,998,822 111,748,941 100 % 111,748,941
Due from banks outside Uganda with
longterm rating as follows;
i. Rated AAA to AA (-) - 20 % - - 20 % -
ii. Rated A(+) to A(+) 1,351,455 50 % 675,728 72,008,487 50 % 36,049,244
iii. Rated A () and non-rated - 100 % - 36,771,164 100 % 36,771,164
LLoans and advances to customers 736,407,110 100 % 736,407,110 661,609,880 100 % 661,609,880
(excluding loans secured by 100%
cash margin) . . .
Outstanding balance fully secured by 70,694,905 0 % - 78,414,882 0% -
FDR/SDR
Due from overseas branches of parent 9,752,300 100 % 9,752,300 79,731 100 % 79,731
bank
Other assets 3,583,907 100 % 3,583,007 3,241,524 100 % 3,241,524
Current tax receivable 808,301 100 % 806,301 8,491,215 100 % 8,491,215
Investment in subsidiaries 40,000 100 % 40,000 40,000 100 % 40,000
Deferred tax 2,757,160 0% - 3,420,987 0 % -
Property, equipment and right-of-use 27,257,713 100 % 27,257,713 18,090,204 100 % 18,090,204
assets
Intangible assets 129,044 0 % - 121,845 0% -
Total assets* 1,878,280,336 1,014,214,695 1,696,688,723 882,118,006
Off balance sheet items
Contingents secured by cash 30,497,655 0 % - 28,831,405 0% -
collateral
Direct credit substitutes (guarantees 55,816,220 100 % 55,816,220 38,796,659 100 % 38,796,659
and acceptances)
Transaction related (performance 11,684,193 50 % 5,842,097 11,900,110 50 % 5,950,055
bonds and standbys)
Documentary Credits (trade related 53,410,686 20% 10,682,137 50,965,186 20 % 10,193,037
and self liquidating)
Other Commitments (unused formal 178,284,123 50 % 89,142,062 145,961,162 50 % 72,980,581
facilities)
Total off balance sheet items 329,692,877 161,482,516 276,254,522 127,920,332
Total risk weighted assets 1,175,697,211 1,010,038,338
Weighted items with market risk - 28,399
Weighted items with counter party credit risk - -
Total Risk Weighted items 1,175,697,211 1,010,066,737
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4. Financial risk management (continued)
*This includes the loans and advances net of impairment allowance in accordance with Financial Institutions Act, 2014, and
as amended. Below is the reconciliation of total assets as per statement of financial position;

2019 2018
USh '000 USh '000
Total assets as per Statement of Financial Position 1,875,445,291 1,713,852,800
Less: Loans and advances to customer (as per IFRS) (804,266,970) (757,188,839)
Add: Loans and advances to customer (as per Fl Act) 807,102,015 740,024762
*Total assets (as above) 1,878,280,336 1,696,688,723
2019 2019 2018 2018
Actual Ratios  Minimum  Actual Ratios  Minimum
Requirements Requirements
Core capital to risk assets ratio 30.63 % 10.00 % 31.64 % 10.00 %
Total capital to risk assets ratio 32.06 % 12.00 % 33.28 % 12.00 %

Credit risk

The Group takes on exposure to credit risk, which is the risk that a counterparty will cause a financial loss to the Group by
failing to pay amounts in full when due. Credit risk is the most important risk for the Group's business: management therefore
carefully manages the exposure to credit risk. Credit exposures arise principally in lending and investment activities. There is
also credit risk in off-balance sheet financial instruments, such as loan commitments. For risk management purposes, credit
risk arising on traglpg of securities is managed independently, but reported as a component of market risk exposure.

The Group structL;!:[es the levels of credit risk it undertakes by placing limits on the amount of risk accepted in relation to one
borrower, or group of borrowers, and to industry segments.

Such risks are monitored on a revolving basis and subject to annual or more frequent review. Limits on the level of credit risk
by product, industry sector and by country are approved quarterly by the Board of Directors.

The exposure to any one borrower including banks is further restricted by sub-limits covering on- and off-balance sheet
exposures and daily delivery risk limits in relation to trading items such as forward foreign exchange contracts. Actual
exposures against limits are monitored daily.

The credit risk manag‘ement and control are centralised in credit and treasury departments of the Group.

In measuring credit risk of loans and advances to customers, the Group reflects on various components. These include:
e the probability of default by the borrower/client on their contractual obligations;
. current exposures on the borrower/client and the likely future development, from which the Group derives the
exposure at default; and
. the likely recovery ratio on the defaulted obligations.

The Group assesses the probability of default of individual borrower/client using internal rating methods tailored to the various
categories of the borrower/client. These have been developed and combine statistical analysis with the credit department's
judgment and are validated, where appropriate, by comparison with externally available data. Management assesses the credit
quality of the customer, taking into account their financial position, past experience and other factors. Individual limits are set
based on internal or external information in accordance with limits set by the management. The utilisation of credit limits is
regularly monitored. Corrective action is taken where necessary. : \

- Investments

For investments, internal ratings taking into account the requirements of the Banking Act are used by the Group for managing
the credit risk exposures. The investments in those securities are viewed as a way to gain a better credit quality mapping and
maintain a readily available source to meet the funding requirment at the same time.

- Risk limit control and mitigation policies

The Group manages its credit risk, inter-alia by:
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4.  Financial risk management (continued)

. Formulating credit policies covering collateral requirements, credit assessment risk grading, legal procedures for
documentation, reporting and compliance with regulatory and statutory requirements.

o Establishing the authority structure for approval and renewal of credit facilities. Discretionary lending powers have
been allocated to the Credit Committee of Board, Credit Management Committee, Managing Director, Assistant
General Managers, Chief Managers/ Senior Branch Managers, Credit Committee of the Board to oversee the credit
portfolio of the Group.

o Developing and maintaining the Group's risk grading in order to categorise exposures according to degree of risk of
financial loss faced and the focus on management of consequent risk or loss. The current risk grading framework
consist of b categories of risk grades reflecting the varying grades of risk of default and availability of collaterals or
other risk mitigates, risk grades are subject to regular review by the Group.

. Setting exposure limits i.e. credit concentration. The Group has in place a framework of exposure ceiling of various
industries, counterparties, country (for investment securities) etc.

o Review and assessment of credit risk - the Group carries out a conscious assessment of credit exposure in excess of
designated limits, prior to the facilities being committed to the customer. This is a part of the appraisal system for
processing the request of borrower for a credit facility. Renewals and review of credit facilities are also subject to the
same appraisal criteria.

o Review of the compliance of the various. regulatory limits, exposure ceilings etc. atregular intervals by the Group.

. The management provide assistance to the business units/branches to promote best practices for credit appraisal
throughout the Group in management of credit risk

Each.branch/business units are responsible for Implementing, complying and monitoring with the credit policies in order to build
up a quality credit portfolio, including those which are sanctioned by head office. Regular. audit of the branches is undertaken
by the internal audit.

Some other specific control and mitigation measures are outlined below:
- Gollateral

The Group employs a range of policies and practices to mitigate credit risk. The most common one is to obtain collateral for
loans and advances to customers. The types of collateral obtained include:

. Mortgages over properties;

. Charges over business assets such as land and buildings, inventory and receivables:

. Charges over financial instruments such as investments;

° Deposits placed under lien.
Exposure to credit risk is managed through regular analysis of the ability of borrowers and potential borrowers to meet interest
and capital repayment obligations and by changing lending limits where appropriate. Exposure to credit risk is also managed in
part by obtaining collateral and corporate and personal guarantees, but a significant portion is personal lending where no such
facilities can be obtained.

- Credit-related commitments

The primary purpose of these instruments is to ensure that funds are available to a customer as required. Guarantees and
standby letters of credit, which represent irrevocable assurances that the Group will make payments in the event that a
oustomer cannot meet its obligations to third parties, carry the same credit risk as loans. Documentary and commercial letters
of credit, which are written undertakings by the Group on behalf of a customer categorized a third party to draw drafts on the
Group up to a stipulated amount under specific terms and conditions, are categorizations by the underlying shipments of goods
to which they relate and therefore carry less risk than a direct borrowing.
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4. Financial risk management (continued)

Commitments to extend credit represent unused portions of categorizations to extend credit in the form of loans, guarantees or
letters of credit. With respect to credit risk on commitments to extend credit, the Group is potentially exposed to loss in an
amount equal to the total unused commitments. However, the likely amount of loss is less than the total unused commitments,
as most commitments to extend credit are contingent upon customers maintaining specific credit standards. The Group
monitors the term to maturity of credit commitments because longerterm commitments generally have a greater degree of
credit risk than shorter-term commitments.

Maximum exposure to credit risk before collateral held;

Group Bank

2019 2018 2019 2018
USh '000 USh '000 USh '000 USh '000

Deposit and balances due from other banking 307,814,346 213,827,944 307,814,346 213,827,944
institutions ‘
Due from overseas branches of parent bank 9,752,300 36,850,895 9,752,300 36,850,895
Investment in Goverhment securities 538,151,415 508,317,338 538,151,415 508,317,338
Other assets 3,768,263 3,470,110 3,683,907 3,241,524
Loans and advances to customers (net) 804,266,970 757,188,839 804,266,970 757,188,839
Credit exposure relating to off-balance sheet items:
Acceptances and letters of credit 53,410,686 50,965,186 . 53,410,686 50,965,186
Guarantees and performance 67,500,413 50,696,769 67,500,413 50,696,769
Commitments to Jend 178,284,123 145,961,162 178,284,123 145,961,162
Other credit commitments 30,497,655 28,631,405 30,497,655 28,631,405
ks 1,993,446,171 1,795,909,648 1,993,261,815 1,795,681,062

The table above represents a worst case scenario of credit risk exposure to the Group without taking account of any collateral
held or other credit enhancements attached. For on-balance sheet assets, the exposures set out above are based on carrying
amounts as reported in the statement of financial position.

As shown above, 40.35% (2018: 42.16%) of the total maximum exposure of the Group is derived from loans and advances to
banks and customers. 27.00% (2018: 28.30%) represents investments in treasury bills and bonds.

Loans and advances to customers, other than to major corporate and to individuals borrowing less than USh 10 million is
secured by collateral in the form of charges over land and building, plant and machinery or corporate guarantees

- Impairment and provisioning policies

The Group's internal and external systems focus more on credit quality mapping from the inception of the lending of the loan or
advance. In contrast, impairment provisions are recognised for financial reporting purposes only for Iosses that have been
incured at the statement of financial position date based on objective evidence of impairment.

The impairment provision shown in the statement of financial position at the year-end is derived after taking various factors into
consideration as described in the accounting policy. The Group's management uses basis under [FRS 9 and the Prudential
Guidelines to determine the amount of impairment.

Management is confident on its ability to continue to control and sustain minimal exposure of credit risk to the Group resulting
from both its loan and advances portfolio and debt securities based on the following:;
. 87.63% (2018: 80.91%) of the loans and advances portfolio are neither past due nor impaired
98.98% (2018: 92.71%) of the loans are backed by collaterals :
100.00% (2018: 100%) of the investments in debt securities are government securities
The Group exercises stringent control over granting of new loans
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4. Financial risk management (continued)
Loans and advances are categorized as follows:

Group Bank

20189 2018 2019 2018
USh'oo0 USh '000 USh '000 USh '000

Neither past due nor impaired 711,907,014 618,210,570 711,907,014 618,210,570
Past due but not impaired 90,334,498 129,497,293 90,334,498 129,497,293
Individually impaired 10,175,635 16,397,329 10,175,635 16,397,329
Gross advances 812,417,047 764,105,192 812,417,047 764,105,192
Less: allowance for impairment (8,150,077)  (6,916,353)  (8,150,077)  (6,916,353)
Net advances 804,266,970 757,188,839 804,266,970 757,188,839

Loans and advances that are aged past 90 days are considered past due and Loans and advances that are aged past 180
days are considered impaired.

The credit quality of the portfolio of loans and advances that were past due but not impaired can be assessed by reference to
the internal rating system adopted by the Group.

Loans and advances less than 90 days past due are not considered impaired, unless other information is available to indicate
the contrary. The gross amounts of loans and advances that were past due but not impaired were as foliows:

Group Bank

2019 2018 2019 2018
USh '000 USh '000 USh '000 USh '000

Past due up to 30 days 0,799,576 56,808,185 9,799,676 56,808,185
Past due 31 to 60 days 60,914,064 41,288,858 60,914,064 41,288,858
Past due 61 to 90 days 19,620,858 31,400,250 19,620,868 31,400,250

90,334,498 129,497,293 90,334,498 129,497,293

Loans and advances renegotiated

The contractual terms of a loan may be modified for a number of reasons, including changing markst conditions, customer
retention and other factors not related to a current or potential credit deterioration of the customer. An existing loan may be
derecognised and the renegotiated loan recognised as a new loan at fair value. The Group renegotiates loans to customers in
financial difficulties to maximise collection opportunities and minimise the risk of default. Under the Group’s credit policy, loan
restructure is granted on a selective basis if the debtor is currently in default on its debt or if there is a high risk of default, there
is evidence that the debtor made all reasonable efforts to pay under the original contractual terms and the debtor is expected to
be able to meet the revised terms,

The revised terms usually include extending the maturity, changing the timing of interest and principal payments and amending
the terms of loan covenants. For the purposes of disclosures in these financial statements, ‘loans with renegotiated terms’ are
defined as loans that have been restructured due to a deterioration in the borrower’s credit risk profile, for which the Group has
made concessions by agreeing to terms and conditions that are more favourable for the borrower than the Group had provided
initially and that it would not otherwise consider. A loan continues to be presented as part of loans with renegotiated terms until
maturity, earlier repayment or until it is written off.
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4.  Financial risk management (continued)
Individually assessed impaired loans and advances

Group Bank

2019 2018 2019 2018
USh '000 USh '000 USh '000 USh '000

L.oans .
Corporate 5,906,149 4,477,019 5,906,149 4,477,019
Retail 162,622 377,823 152,622 377,823
6,058,771 4,854,842 6,058,771 4,854,842
Overdrafts
Corporate 4,116,764 11,010,112 4,116,764 11,010,112
Retail - 532,375 - 532,375
o 4,116,764 11,542 487 4,116,764 11,542,487
Total impaired loans and advances 10,175,535 16,397,329 10,175,535 16,397,329

Concentration of credit risk
Economic sector risk concentrations within the loans and advances portfolio are as follows:

At December 31, 2019

Loans and Credit Customer
advances commitments deposits
B % % %
Manufacturing 38.97 38.83 6.11
Wholesale and retail trade 6.00 17.18 4,44
Transport and communication 0.24 - 0.34
Building and construction 15.37 3.76 3.11
Agricultural 27.52 6.97 2.25
Individuals - . ’ 0.76 0.12 57.98
Others ' 11.14 33.14 25.79
Gross 100.00 100.00 100.00
At December 31, 2018
Loans and Credit - Customer
advances  commitments deposits
. : % % %
Manufacturing 35.07 34.12 4.40
Wholesale and retail trade 10.40 18.55 4.45
Transport and communication : 0.01 - 0.30
Building and construction 15.01 8.22 2.68
Agricultural 26.57 19.63 1.38
Individuals . : 0.61 0.20 58.38
Others 12.33 19.28 28.41
Gross 100.00 100.00 100.00

Liquidity risk

Liquidity risk is the risk that the Group is unable to meet its payment obligations associated with its financial liabilities when they
fall due and to replace funds when they are overdrawn. The consequence may be the failure to meet obligations to repay
depositors and full commitments to lend.

The Group Is exposed to daily calls on its available cash resources from overnight deposits, current accounts, maturing deposit
and calls on cash settled contingencies. The Group does not maintain cash resources to meet all these needs as experience
that a minimum level of reinvestment of maturing funds can be predicted with a high level of certainty.
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4.

Financial risk management (continued)

The Bank of Uganda requires that the Group maintains a Cash Reserve Ratio. In addition, the Board sets limits on the
minimum proportion of maturing funds available to meet such calls and on the minimum inter-bank and other borrowing
facilities that should be in place to cover withdrawals at unexpected level of demand. The treasury department of the Group
monitors the liquidity ratio on a daily basis.

The table overleaf analyses the Group’s financial assets and liabilities into the relevant maturity groupings based on the
remaining period at the balance sheet date to the contractual maturity date.

At December 31, 2019

Assets

Cash and balances with Bank of
Uganda

Investment in Government
securities

Amounts due from overseas
branches of parent company
Deposit and balances due from
other financial institutions

Loans and advances to customers
(net) :

Total assets
Liabilities

Other financial liabilities
Customer deposits
Other liabilities

Total liabilities
Net liquidity gap
Off balance sheet items

Net liquidity gap including off
balance sheet items

At December 31, 2018
Total assets

Total liabilities

Net liquidity gap

Off balance sheet items

Net liquidity gap including off balance
sheet items

Upto 1 month1 to 3 months 3to12 1to 5 years Over 5 years Total
months

Ush '000 Ush '000 Ush '000 USh '000 USh '000 Ush '000
180,886,135 - - - - 180,886,135
46,026,485 35,138,660 203,585,917 209,739,643 43,660,710 538,151,415
9,752,300 - - - - 9,752,300
204,984,906 99,091,236 3,738,203 - - 307,814,345
46,079,820 72,309,563 123,593,820 197,525,222 364,758,545 804,266,970
487,729,646 206,539,459 330,917,940 407,264,865 408,419,255 1,840,871,1865
3,787,009 - - - - 3,787,009
88,045,814 220,405,913 341,164,573 788,936,214 28,644  1,438,581,058
- - 37,528,556 - - 37,628,556
91,832,823 220,405,913 378,693,129 788,936,214 28,644  1,479,896,623
395,896,823 (13,866,454) (47,775,189) (381,671,349) 408,390,711 360,974,542
167,629,321 69,664,969 85,083,313 7,315,274 - 329,692,877
228,267,502  (83,631,423) (132,858,502) (388,986,623) 408,390,711 31,281,665

421,652,554

184,816,172 352,624,657 356,205,026

376,981,355 1,692,179,764

107,257,045 248,519,924 335,441,840 648,487,805 374,146,186 1,713,852,800
314,295,509 (63,703,752) 17,182,817 (292,282,779) 2,835,169  (21,673,036)
61,497,039 145,002,545 66,770,067 2,894,873 - 276,254,524
252,798,470 (208,796,297) (49,5687,250) (295,177,652) 2,835,169 (297,927,560)
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4. Financial risk management (continued)
Market risk

Market risk is the risk that changes in market prices, which include currency exchange rates and interest rates, will affect the
fair value or future cash flows of a financial instrument. Market risk arises from open positions in interest rates and foreign
currencies, both of which are exposed to general and specific market movements and changes in the level of volatility. The
objective of market risk management is to manage and control market risk exposures within acceptable limits, while the return
on risk. Overall responsibility for managing market risk rests with the Board Assets and Liabilities Committee (ALCO). The
Treasury department is responsible for the development of detailed risk management policies (subject to review and approval
by ALCO) and for the day to day implementation of those policies.

The major measurement techniques used to measure and control market risk are outlined below;
o Value at Risk

" The Group applies a"Value at Risk" methodology (VaR) to its trading and non-trading portfolios, to estimate market risk of
positions held and maximum losses expected based upon a number of assumptions for various changes in market conditions.
The board sets limits on the value of risk that may be accepted by the Group, trading and non-trading separately, which are
monitored on a daily basis by the treasury department.

VaR'is a statistically based estimate of the potential loss on the current portfolio from adverse market movements. It expresses
the maximum amount. the Group might lose, but only to a certain level of confidence (98%). Therefore, there is a specified
statistical probability (2%} that actual loss could be greater than the VaR estimate. The VaR model assumes a certain holding
period until positions can be closed (10 days). It also assumes that market moves occurring over this holding period will follow
a similar pattern tg,those that have over 10 day period in the past. The Group's assessment of past movement is based on data
for the past five yéars. The Group applies these historical simulation. The actual outcome is monitored regularly to test the
validity of the asslimptions and parameters/factors used in VaR calculation.

The use of this approach does not prevent losses outside these limits in the event of more significant market movements.

The quality of the VaR model is continuously monitored by back testing the VaR results after trading books. All back testing
exceptions and any exceptional revenues on the profit side of the VaR distribution are investigated and all back testmg results
are reporting to the Board of Directors.

_ VaR summary for 2019 and 2018:

Group Bank
: Bank VaR by risk type Average High Low Average High Low
USh '000 USh '000 USh '000 USh '000 USh 000 USh '000
12 Months ending December 31,
2019
Foreign exchange risk 3,635,111 3,708,047 3,175,944 3,535,111 3,708,047 3,175,944
Interest rate risk 4,046,132 3,691,440 4,587,657 4,046,132 3,691,440 4,587,657
7,681,243 7,399,487 7,763,601 7,681,243 7,399,487 7,763,601
12 Months ending December 31,
2018 o
- Foreign exchange risk 3,490,083 3,698,072 3,175,978 3,490,083 3,698,072 3,175,978
Interest rate risk 9,104,303 10,023,585 9,237,195 9,104,303 10,023,585 9,237,195
20,175,629 21,121,144 20,176,774 12,594,386 13,721,657 12,413,173
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4. Financial risk management (continued)

Group Bank
Non trading portfolio VaR by risk Average High Low Average High Low
type USh '000 Ush '000 USh '000 USh '000 ush '000 ush '000
12 Months ending December 31,
2019
Foreign exchange risk 3,535,111 3,708,047 3,175,944 3,535,111 3,708,047 3,175,944
Interest rate risk 4,046,132 3,691,440 4,587,657 4,046,132 3,601,440 4,587,657

7,681,243 7,399,487 7,763,601 7,681,243 7,309,487 7,763,601

12 Months ending December 31,

2018
Foreign exchange risk 3,490,083 3,698,072 3,175978 3,490,083 3,608,072 3,175,978
Interest rate risk 9,104,303 10,023,685 9,237,195 9,104,303 10,023,685 9,237,195

20,175,629 21,121,144 20,176,774 12,594,386 13,721,657 12,413,173

Stress test

Stress test provides an indication of the potential size of losses that could arise in extreme conditions. The stress tests carried
out by the treasury department include: risk factor, stress testing where stress movements are applied to each risk category,
emerging market stress testing, where emerging market portfolios are subject to stress movements and adhoc stress testing,
which includes ‘applying possible stress events to specific positions or regions - for example the stress outcome to a region
following currency peg break. The results of the stress tests are reviewed by senior management in each business unit. The
stress test is tailored to the business and typically uses scenario analysis.

Foreign exchange risk

‘The Group's assets are typically funded in-the same currency as the business transacted to eliminates foreign exchange
exposures, However, the Group maintains an open position within the tolerance limities prescribed by BOU and approved by
the board.

The Group is exposed to foreign exchange risk arising from various currency exposures primarily with respect to the US Dollar,
Euro and GBP. The risk arises from future transactions, assets and liabilities in the statement of financial position date.

The intraday positions are managed by treasury through stop loss/dealer limits. End of day positions are marked to market.
The table below summarises the effect on post-tax profit and components of equity had the Uganda Shillings weakened by
10% against each currency, with all other variables held constant. If the Uganda Shilling strengthened against each currency,

the effect would have been the opposite. The 10% sensitivity represents Director's assessment of the reasonable change in
exchange rates.

Effect on profit (decrease) Effect on equity (decrease)

Financial instrument 2019 2018 2019 2018
USh'000 Ush'000 USh'000 USh'000
US Dollar (501,644) (876,727) (601,644) (878,727)
Euro (153,568) (267,358) (153,568) (267,358)
GBP (280,345) (91,294) (280,345) (91,294)
Others (1,143,951) (427,299) (1,143,951) (427,299)
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4.  Financial risk management (continued)

Currency risk

The Group is exposed to currency risk through transactions in foreign currencies. The Group's transactional exposures give
rise to foreign currency gains and losses that are recognised in the income statement. In respect of monetary assets and
liabilittes in foreign currencies, the Group ensures that its net exposure is kept to an acceptable level by buying and selling
foreign currencies at spot rates when considered appropriate.

The significant currency positions are detailed below:

At December 31, 2019

EURO usp GBP Others Total
USh '000 USh '000 USh '000 USh '000 USh '000
Assets
Cash and balances with Bank of Uganda 1,707,590 9,694,287 140,080 335,321 11,877,278
Amounts due from overseas branches of parent 3,922,147 1,760,778 3,274,933 794,442 9,752,300
company
Deposits and balances due from other financial - 297,221,345 10,593,000 - 307,814,345
institutions
Loans and advances to customers - 533,657,148 - - 533,657,148
Other assets 28,277 - - 088,573 1,016,850
Total assets 5,668,014 842,333,558 14,008,013 2,118,336 864,117,921
Liabilities
o
Customer deposits 5,379,306 853,334,743 14,164,689 33,427 872,912,165
Other liabilities 139,101 1,757,952 98,183 1,044,649 3,039,885
Total liabilities 5,518,407 855,092,695 14,262,872 1,078,076 875,952,050
Net balance sheet position 139,607 (12,759,137) (254,859) 1,040,260 (11,834,129)
Off balance sheet net-notional position 6,436,894 185,094,170 156,488 - 191,687,652
Overall position 6,576,501 172,335,033 (98,371) 1,040,260 179,853,423
At December 31, 2018
Total assets 4,344,902 761,098,474 13,897,227 73,984 779,414,587
Total liabilities 4,344,902 761,008,474 13,897,227 73,984 779,414,587
Net balance sheet position - - - - . -
Net Off balance sheet position 3,882,643 172,847,363 149,499 - 176,879,505
Overall position 3,882,643 172,847,363 149,499 - (176,879,505)
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4. Financial risk management (continued)

Exchange rates used for conversion of foreign items were:

US Dollar 3,665 3,710
GBP . 4,815 4,746
Euro 4,108 4,238
INR 51 53
KSh 36 36

Interest rate risk

The Group's operations are subject to the risk of interest rate fluctuations to the extent that interest earning assets and interest
bearing liabilities mature or reprice at different rimes or in different amounts. Risk management activities are aimed at
optmizing net interest income, given market interest rates levels consistent with the Group's business strategies.

The Group is exposed to various fisks associated with the effects of fluctuation in the prevailing levels of market interest rates
on its financial position and cash flows. The management closely monitor the interest rate trends to minimise the potential
aderve impact of interest rate changes.

The table below summarises the exposure to interest rate risk at the reporting date. Included in the table are the assets and

liabilities at carrying amounts, categorised by the earlier of contractual repricing or maturity dates. The Group does not have
any derivative financial instruments. The Group does not bear an interest rate risk on off balance sheet items.

At December 31, 2019

Up to 1 month 1t0 3 3to12 11to 5years Over 5 years Total
months months
Ush '000 USh'000  USh'000 USh '000 Ush '000
USh '000
Assets
Investment in Government securities 46,026,485 35,138,660 203,585,917 209,739,643 43,660,710 538,151,415
Amounts due from overseas branches of 9,752,300 - - - - 9,752,300
parent company
Deposits and balances due from other 204,984,906 99,091,236 3,738,203 - - 307,814,345
financial institutions
Loans and advances to customers 46,079,820 72,309,563 1273,593,820 197,525,222 372,908,622 812,417,047
Total assets 306,843,611 206,539,459 330,917,940 407,264,865 416,569,332 1,668,135,107
Liabilities
Other financial liabilities 3,787,009 - - - - 3,787,009
Customer deposits 88,045,814 220,405,913 341,164,573 788,936,214 28,544 1,438,581,058
Total liablilities 91,832,823 220,405,913 341,164,573 788,936,214 28,544 1,442,368,067
Interest sensitivity gap 215,010,688 (13,866,454) (10,246,633)381,671,349)416,540,788 225,767,040
At December 31, 2018
Total assets 421,652,554 184,816,172 340,891,917 356,205,026 376,981,355 1,680,447,024
Total liabilities 06,486,500 226,979,015 335,441,840 440,084,835 214,365,426 1,313,357,706
Interest sensitivity gap 325,065,964 (42,162,843) 5,450,077 (83,879,809) 162,615,929 367,089,318

The matching and controlled mismatching of the maturities and interest rates of assets and liabilities is fundamental to the
management of the Group. It is unusual for banks ever to be completely matched since business transacted is often of
uncertain terms and of different types. An unmatched position potentially enhances profitability, but can also increase the risk
of losses. Management is of the view that the mismatch does not subject the Group to severe liquidity risks because maturities
for all government securities and balances with overseas banks can be restructured in accordance with business demands.

/y o
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The table below summarises the effective interest rates calculated on a weighted average basis, by major currencies for
monetary financial assets and liabilities:

2019 USh uUsD GBP EURO
Particulars

Government Securities 13.33 % - % - % - %
Other financial assets 10.25 % 2.29 % 0.45 % 1.06 %
Customer deposits 10.29 % 3.18 % 0.20 % 0.10 %
2018 USh usD GBP EURO
Particulars

Government Securities 12.57 % - % - % - %
Other financial assets 9.12 % 173 % 0.29 % 1.01 %
Customer deposits 832 % 0.64 % 0.77 % 0.09 %

The Group has various financial assets and liabilities at variable rates, which expose the Group to cash flow interest rate risk,
The Group regularly monitors financing options available to ensure optimum interest rates are obtained.

Interest rate risk sensitivity

As at December 31, 2019, if the weighted average interest rate for loans and advances to customers and at that date had been
10% lower/higher with all other variables held constant, post-tax profit for the year would have been USh 11,383 million (2018:
USh 11,112 milliof)) lower/higher, arising mainly as a result of change in interest income.

As at December 31, 2018, if the weighted average interest rate for customer deposits and deposits from other banking
institutions, at that date had been 10% lower/higher with all other variables held constant, post-tax profit for the year would
have been USh 4,326 million (2018: USh 3,449 million) lower/higher, arising mainly as a result of change in interest expense.

The above is tried to be achieved by development of overall standards for the Group to manage the risk in the following areas:
. Segregation of duties including independent authorisation of transactions

Monitoring and reconciliation of transactions

Compliance of regulatory and legal requirement

Documentation of control and procedure

Assessment of the operational risk on a periodic basis to address the deficiencies observed, if any

Reporting of operational losses and initiation of remedial action

Development of contingency plan

Giving training to staff to improve their professional competency

Ethical and business standards

Obtaining insurance wherever feasible, as a risk mitigation measure.

Risk measurement and control

Interest rate, currency, credlt liquidity and other risks are actively managed by management to ensure compliance with the
Group's risk limits. The Group's risk limits are assessed regularly to ensure their appropriateness given its objectives and
strategies and current market conditions. A variety of techniques are used by the Group in measuring the risks inherent in its
trading and non-trading positions.

5. Operating segments

The major part of business of the Group, which is all within Uganda, falls u'nder the category of banking, with other income
comprising less than 2% of the total income of the Group. No segment information is therefore provided.
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Group Bank
2019 2018 2019 2018
USh '000 USh '000 USh '000 USh '000
6. Interestincome
Income from loans and advances 87,430,501 86,384,916 87,430,501 86,384,916
Income from treasury bonds 44,169,891 45,101,803 44,169,891 45,101,803
Income from treasury bills 17,834,307 18,395,915 17,834,307 18,395,915
Income earned from placements and repurchase 13,182,978 8,858,864 13,182,978 8,858,864
agreements ("repos")
162,617,677 158,741,498 162,617,677 158,741,498
7. Interest expense
Time deposits 58,695,649 46,213,419 58,723,265: 46,243,549
Savings accounts 2,712,429 2,477,617 2,712,429 2,477,617
interbank borrowings 345,085 454,566 345,085 454,566
Current and demand deposits 21,298 94,048 21,298 94,048
61,774,461 49,239,650 61,802,077 49,269,780
8. Non-interest income
Fees and commission income 15,610,485 18,937,740 15,610,485 13,937,740
“Recoveries in bad debts written off 13,806,461 15,292,585 13,806,461 16,202,585
-Realised foreign exchnage difference 3,519,774 3,570,544 3,519,774 3,670,544
Profit on sale of investments 3,866,373 2,062,191 3,866,373 2,082,191
Other income 447,190 2,127,630 346,164 1,980,819
Unrealised foreign exchnage difference 63,347 3,653 63,347 3,653
Profit on sale of property, equipment and right-of-use 5,840 - 5,840 -
asset
37,319,470 36,994,343 37,218,444 36,847,532
9,  Operating expenses
Employee costs (note 10) 11,142,102 13,482,187 11,111,337 13,455,004
Bad debts written off 33,982,061 24,021,093 33,982,061 24,021,003
Other expenses 7,958,774 9,799,842 7,941,643 9,748,280
Administration and service level agreement fees 3,916,729 1,316,093 3,916,729 1,316,093
Depreciation, amortisation and impairments 2,583,021 1,450,843 2,582,783 1,450,561
Recycling of loss on disposal of investment at FVTOCI 1,953,713 - 1,953,713 -
Rents and rates 1,329,224 2,294,142 1,329,224 2,294,142
Advertising 514,829 817,701 514,829 817,701
Repairs and maintenance 372,113 684,055 372,113 684,955
Consulting and professional fees 230,181 385,803 230,181 385,803
Auditors remuneration - external auditors 231,633 326,163 221,255 318,733
Interest on lease liability 281,541 - 281,541 -
Directors' emoluments as executives 270,077 178,951 270,077 178,951
64,765,998 54,757,763 64,707,486 54,669,406
10. Employee costs
Employee costs
Salaries and wages 13,036,059 12,162,310 13,008,091 12,137,685
Other benefits 369,133 339,083 369,133 339,083
Employment benefits expenses (2,2_63,090) 980,794 (2,265,887) 978,326
11,142,102 13,482,187 11,111,337 13,455,094
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2019 2018 2019 2018
USh '000 USh '000 USh '000 USh '000

11. Taxation

Major components of the tax expense (income)

Current

Local income tax - current period 10,295,981 2,967,118 10,274,914 2,941,168

Withholding tax ("WHT") on investment income 14,016,844 13,614,551 14,016,844 13,614,551
’ 24,312,825 16,581,669 24,291,758 16,655,719

Deferred

Deferred tax (6,464,929) 2,623,470 (6,464,901) 2,623,470

Arising from prior period adjustments 7,043,897 - 7,043,897
’ 578,968 2,623,470 578,996 2,623,470
24,891,793 19,205,139 24,870,754 19,179,189

Reconciliation of the tax expense

Reconciliation between accounting profit and tax expense.

Accounting profit 70,253,632 92,688,508 70,183,502 92,600,014

Tax at the applicab"le tax rate of 30% (2018: 30%) 21,076,090 27,806,579 21,055,051 27,780,004

Tax effect of adjustments on taxable income

Final tax (WHT) on investment income* 14,016,844 13,614,551 14,016,844 13,614,551

Tax on income subject to final WHT** (17,479,315) (19,049,941) (17,479,315} (19,049,316)
Avrising from prior period errors 7,043,897 - 7,043,897 -
Expenses not deductibie for tax purposes 234,277 (8,1686,050) 234,277 (3,166,050)

24,891,793 19,205,139 24,870,754 19,179,189

“Withholding tax, which is currently at 20% on below 10 years and 10% on 10 years and above on interest income from
government seourities (Treasury bills and bonds), is treated as final tax.

** Income not subject to tax relates to income earned on government securities that had already had withholding tax as a final
tax.
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Group Bank
2019 2018 2019 2018
USh '000 Ush '000 USh '000 USh '000
12. Cash and balances with Bank of Uganda
Cash on hand 15,563,418 16,686,348 15,663,416 16,686,348
Balances with Bank of Uganda 165,345,486 147,708,471 165,322,719 147,575,661
180,908,902 164,394,819 180,886,135 164,262,009

Balances with Bank of Uganda include the mandatory deposits which are advised fortnightly by the Central Bank based on the
deposit balances held for the past two weeks. The amount advised includes cash and balances held with Bank of Uganda and
this amount not available to finance the day to day activities of the Group. Balances in excess of the advised amount is
however available to finance the Group's investment activities. As at December 31, 2019, the mandatory deposits were 8% of
total deposits (2018: 8% of total deposits).

Repurchase agreements (repo) are borrowings/lending between the Gkoup and Bank of Uganda ranging from one to three
months at market interest rates. As at reporting date, the accrued interest receivable on the repurchase agreement with Bank
of Uganda amounted to USh 822 millions (2018: USh 19 million) and this has been included together with principal balance
advanced.

13. Investment in government securities

Held at fair value through other comprehensive
income

Treasury bills upto 364 days 189,217,486 200,026,568 189,217,486 200,026,568

Treasury bonds 317,623,873 288,349,972 317,523,873 288,349,972

Interest receivable 13,610,666 12,791,298 13,510,656 12,791,208
520,251,915 501,167,838 520,251,915 501,167,838

Held at amortised costs

Treasury bonds after 1 year 17,899,500 7,149,500 17,899,500 7,149,500

Total other financial assets 538,151,415 ‘ 508,317,338 538,151,415 508,317,338
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Group Bank

2018 2018 2019 2018
USh '000 USh '000 USh '000 USh '000

13. Investment in government securities (continued)
Movement in investment in government securities

Reconciliation of financial assets at fair value through OCI at level 3 - Group and Bank - 2019

Opening  Net gain/(loss)  Addition/ Interest Closing
balance  in fair valuation (deduction) receivable balance
of securities (net)
At fair value through OCI 501,167,838 (1,564,179) 7,137,700 13,510,556 520,251,915

Reconciliation of financial assets at fair value through OCI at level 3 - Bank and Group - 2018

Opening Net gain/(loss)  Addition / Interest Closing
balance  in fair valuation (deduction) receivable balance
of securities (net)
At fair value through OCI 487,743,741  (18,946,639) 19,579,338 12,791,298 501,167,838

Government securities are categorised as assets held to maturity which are carried at amortised cost, available for sale which
are fair valued through equity.

The weighted average effective interest rate on treasury bonds as at December 31, 2019 was 14.29% and on treasury bills
11.59% (2018: treasury bonds 13.77% and treasury bills 10.77%).

The weighted average effective rate of interest on local placements as at December 31, 2019 was 10.25% and foreign
placem_ents 2.29% (2018: local placements 9.12% and foreign placements 1.73%).

The Group has not reclassified any financial assets from cost or amortised cost to fair value, or from fair value to cost or
amortised cost during the current or prior year.

As at the reporting date the Group pledged treasury bills of 91 days to USh 2,438.10 million (2018: USh 1,714.10 million) with
Bank of Uganda

14. Amounts due from/(to) overseas branches of parent company

Bank of Baroda, London - GBP 3,274,933 13,689,276 3,274,933 13,689,276
Bank of Baroda, Nairobi - KSh 227,968 79,731 227,968 79,731
Bank of Baroda, Mumbai - INR 566,474 (90,297) 566,474 (90,297)
Bank of Baroda, Brussels - Euro 3,922,147 4,313,153 3,922,147 4,313,153
Bank of Baroda, New York - US Dollar 1,760,778 18,869,032 1,760,778 18,959,032

9,752,300 36,850,895 9,752,300 36,850,895

The weighted average effective interest rate on deposits due from overseas branches of parent company as at December 31,
2019 was 2,13% (2018 1.73%).

16. Deposit and balances due from other financial institutions

Due from banking institutions in Uganda 88,464,069 17,961,270 88,464,069 17,961,270
Due from other financial institutions outside Uganda 219,350,277 195,866,674 219,350,277 195,866,674

307,814,346 213,827,944 307,814,346 213,827,944
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Group Bank
2019 2018 2019 2018
USh '000 USh '000 USh '000 USh '000

16. Loans and advances to customers (net)
Overdrafts 479,502,018 409,492,924 479,592,018 409,492,924
Term loans 332,615,379 354,250,851 332,615,379 354,250,851
Personal loans 209,650 361,418 209,650 361,418
Gross loans and advances to customers 812,417,047 764,105,193 812,417,047 764,105,193
Impairment allowance IFRS - 9 (8,150,077)  (6,916,354)  (8,150,077)  (6,916,354)
Loans and advances to customers net of 804,266,970 757,188,839 804,266,970 757,188,839
impairment .
Reconciliation of provision for impairment of loans and advances
Opening balance 6,916,354 22,539,587 6,916,354 22 539,587
Day one adjustment IFRS 9 - (13,413,7562) - {13,413,752)
Impairment allowance 38,139,287 2,208,865 38,139,237 2,208,865
Recoveries/ upgrades (2,923,453) (644,559)  (2,923,453) (644,559)
Amounts written off as uncollectable (33,982,061)  (3,773,787) (33,982,061)  (3,773,787)

8,150,077 6,916,354 8,150,077 6,916,354

~All impaired loans have been written down. to- their estimated: recoverable amount. The aggregate carrying:amount of impaired
loans at December 31, 2019 was USh 10,176 million (2018; USh 16,397 million) on which provision of USh 8,150 million (2018:
USh 6,918 million).

Advances to customers inciude loans to employees of USh 210 million (2018; USh 361 million). The weighted average effective
interest rate on local currency loans and advances to customers as at December 31, 2019 .was 17.35% (2018:19.73%) and
8.63% (2018: 8.95%) for foreign currency loans and advances

Loans and advances Off balance
sheet
December 31, 2019 Stage 1 Stage 2 Stage 3 Stage 1 Total
Collective Collective Individual Collective
At start of the year 4,353,186 478,073 2,085,094 6,398,552 13,314,905
Charge/credit to profit and loss 2,971,496 (328,820) (1,408,952) 1,909,332 3,143,056
At the end of year 7,324,682 149,253 676,142 8,307,884 16,457,961
l.oans and advances Off balance
sheet
December 31, 2018 Stage 1 Stage 2 Stage 3 Stage 1 Total
Collective Collective Individual Collective
At start of the year 4,569,236 138,253 4,418,346 5,139,240 14,265,075
Charge/credit to profit and loss (216,050) 339,820 (2|333,_251) 1,259,312 (950,169)
At the end of year 4,353,186 478,073 2,085,095 6,398,552 13,314,906
17. Other assets
Clearing account - 10,182 - 10,182
Others 3,768,263 3,459,028 3,683,907 3,231,342
3,768,263 3,470,110 3,583,907 3,241,524
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18. Tax paid

Balance at beginning of the year 8,612,335 14,087,024 8,491,215 11,574,309
Current tax for the year recognised in profit or loss (24,312,825) (16,581,669) (24,291,758) (16,655,719)
Balance at end of the year (822,637)  (8,512,335) (806,301)  (8,491,215)

(16,623,127) (11,006,980) (16,606,844) (13,472,625)

19, Investment in subsidiary

Country of % voting % voting Carrying Carrying
Incorporation  power power amount2019 amount 2018
2019 2018
Baroda Capital Markets (U) Limited Uganda 100.00 % 100.00 % 40,000 40,000

" Baroda Capital Markets (Uganda) Limited ("the Subsidiary") is principally engaged in brokerage of securities and shares traded

on the Uganda Securities Exchange. The subsidiary is incorporated in Uganda under the Companies Act, 2012 as a limited
liability company and is domiciled in Uganda.

The Group owns 100% equity shares (2018: 100% equity shares) of Baroda Capital Markets (U) Limited. The Group has the
power to appoint and remove the majority of the Board of Directors of the subsidiary. The relevant activities of the subsidiary
are determined bysthe Board of Directors of the subsidiary based on simple majority votes. The Directors of the Group have
thus conculded that the Group has control over the subsidiary and therefore, it has been consolidated in these financial
statements.

20. Deferred tax

Deferred income tax is calculated using the enacted income tax rate of 30% (2018: 30%). The movement on the deferred
income tax account is as follows:

Deferred tax asset (liability) 2,761,653 3,425,452 2,757,160 3,420,987

Reconciliation of deferred tax asset / (liability)

At beginning of year 3,425,452 (2,277,169) 3,420,987 (2,281,634)
Taxable / (deductible) temporary difference movement (11,016) 147,719 (11,044) 147,719
on tangible fixed assets

Taxable / (deductible) temporary difference in change in 76,728 8,119,945 76,728 8,119,945
fair value reserve :

Taxable / (deductible) temporary difference in other (43,080) (4,444) (43,080) (4,444)
provision :

Taxable / (deductible) temporary difference movement 6,521,419 (2,767,404) 6,521,419 (2,767,404)
in impairment allowance '

Taxable / (deductible) temporary difference movement (2,394) - (2,394) -
in foreign exchange difference

Taxable / {deductible) temporary difference movement 196,465 206,805 196,465 206,805
in revaluation reserves

Prior period error (7,401,921) - (7,401,921) -

2,761,653 3,425,452 2,757,160 3,420,987
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21. Property, equipment and right-of-use assets
Group 2019 2018
Costor Accumulated Carrying value Costor Accumulated Carrying value
revaluation  depreciation revaluation  depreciation
Land 8,700,000 - 8,700,000 8,700,000 - 8,700,000
Buildings 13,087,409 (8,031,495) 5,035,914 13,067,409 (7,378,133) 5,689,276
Furniture and fixtures 7,345,333 (4,987,647) 2,357,686 7,103,568 (4,683,707) 2,439,861
Motor vehicles 1,194,430 (987,653) 208,777 1,183,180 (983,228) 169,952
IT equipment 5,575,060 (4,521,052) 1,054,008 5,303,218 (4,210,346) 1,092,872
Right-of-use assets * 11,011,002 (1,108,154) 9,904,848 - - -
Total 46,893,234  (19,634,001) 27,259,233 35,327,375  (17,235,414) 18,091,961
Bank 2019 2018
Costor Accumulated Carrying value Costor Accumulated Carrying value
revaluation  depreciation revaluation  depreciation
Freehold land 8,700,000 8,700,000 8,700,000 8,700,000
Buildings 13,087,409 (8,031 495) 5,035,914 13,067,409 (7,378, 133) 5,689,276
Furniture and fixtures 7,338,630 (4,982,407) 2,356,223 7,096,865 (4,658,8786) 2,438,189
Motor vehicles 1,194,430 (987,653) 208,777 1,163,180 (983,228) 169,952
IT equipment 5,670,726 (4,516,775) 1,053,951 5,298,884 (4,208, 097) 1,092,787
Right-of-use assets * 11,011,002 (1,108,154) 9,904,848 - -
Total 46,882,197 (19,624,484) 27,257,713 35,316,338  (17,226,134) - 18,090,204
Recongiliation of property, equipment and right-of-use assets - Group - 2019
Opening On IFRS 16 Additions Disposals Depreciation Total
balance adoption
Freehold land 8,700,000 - - - - 8,700,000
Buildings 5,689,276 - - - (653,362) 5,035,914
Furniture and fixtures 2,439,861 - 244,231 (160) (326,246) 2,357,686
Motor vehicles 169,952 - 109,950 (28,726) (44,399) 208,777
IT equipment 1,092,872 - 354,574 - (393,438) 1,054,008
Right-of-use assets * - 11,011,002 - - (1,108,154) 9,904,848
18,091,961 11,011,002 708,765 (28,886)  (2,523,599) 27,259,233
Reconciliation of property, equipment and right-of-use assets - Group - 2018
Opening Additions Depreciation Total
balance
Freehold land 8,700,000 - - 8,700,000
Buildings 6,342,638 - (653,362) 5,689,276
Furniture and fixtures 2,685,071 93,113 (338,323) 2,439,861
Motor vehicles 212,441 - (42,489) 169,952
IT equipment 1,081,291 376,193 (364,612) 1,092,872
19,021,441 469,306 (1,398,786) 18,091,961
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21. Property, equipment and right-of-use assets (continued)
Reconciliation of property, equipment and right-of-use assets - Bank - 2019
Opening On IFRS 16 Additions Disposals Depreciation Closing
balance adoption balance
Freehold iand 8,700,000 - - - - 8,700,000
Buildings 5,689,276 - - - (653,362) 5,035,914
Furniture and fixtures 2,438,189 - 244,231 (160) (326,037) 2,366,223
Motor vehicles 169,952 - 109,950 (28,726) (44,399) 208,777
“IT equipment 1,092,787 - 354,574 - (393,410) 1,053,951
Right-of-use assets * - 11,011,002 - - (1,106,154) 9,904,848
18,090,204 11,011,002 708,755 (28,886)  (2,523,362) 27,257,713
Reconciliation of property, equipment and right-of-use assets - Bank - 2018
Opening Additions Depreciation Closing
balance balance
Freehold land 8,700,000 - - 8,700,000
Buildings E 6,342,638 - (653,362) 5,689,276
Furniture and fixturg 2,683,159 93,113 (338,083) 2,438,189
Motor vehicles 5 212,441 - (42,489) 169,952
IT equipment % 1,081,163 376,193 (364,569) 1,092,787
19,019,401 469,306 (1,398,503) 18,090,204

* Addition to right-of-use assets relate to property leases under IFRS : 16, which the Group adopted on January 1, 2019. Refer

to note 1.2, 2 & 34 for details.

Changes in estimafes

The Group reassesses the useful lives and residual values of items of property, equioment and right-of-use assets at the end of
each reporting period, in line with the accounting policy and 1AS 16 Property, plant and equipment. These assessments are
based on historic analysis, benchmarking, and the latest available and reliable information.

22, Intangible assets
Group 2019 2018 -
' Cost Accumulated Carrying value Cost Accumulated Carrying value
amortisation amortisation
Computer software 363,516 (234,472) 129,044 296,896 (175,051) 121,845
Bank 2019 2018
Cost Accumulated Carrying value Cost Accumulated Carrying value
amortisation amortisation
Computer software 363,516 (234,472) 129,044 296,896 (175,051) 121,845
Reconciliation of intangible assets - Group - 2019
Opening Additions Amortisation Closing
balance balance
Computer software 121,845 66,620 (69,421) 129,044
64
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22. Intangible assets (continued)

Reconciliation of intangible assets - Group - 2018

Opening Additions Amortisation Closing
balance balance
Computer software 14,245 159,660 (52,060) 121,845
Reconciliation of intangible assets - Bank - 2019
Opening Additions Amortisation Closing
balance balance
Computer software 121,845 66,620 (59,421) 129,044
Reconciliation of intangible assets - Bank - 2018
Opening Additions Amortisation Closing
balance balance
Computer software 14,245 159,660 (52,060) 121,845
23. Share capital
Authorised
2,500,000,000 Ordinary shares of USh 10 each 25,000,000 25,000,000 25,000,000 25,000,000
lssued
Ordinary 25,000,000 - 25,000,000 25,000,000 25,000,000
Treasury shares (6,433) (6,433) - -
(6,433) (6,433) - -

Treasury shares

Baroda Capital Markets (Uganda) Limited is wholly owned subsidiary of the Group. The subsidiary holds 259,962 shares of the
Bank and these are carried at cost and classified as treasury shares on consolidation.
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24. Regulatory general credit risk reserve

At start of the year 23,924,554 18,139,251 23,924,554 18,139,251
Transfer to collective impairment provisions (19,157,963) 5,785,303 (19,157,963) 5,785,303
At end of the year 4,766,591 23,924,554 4,766,591 23,924,554

Provision as per Fl Act 2004

Specific provision 4,845,647 23,440,660 4,845,647 23,440,660
General provision 8,071,020 7,400,248 8,071,020 7,400,248

» 12,916,667 30,840,908 12,916,667 30,840,908
Impairment allowance under IFRS 9 8,150,077 6,916,354 8,150,077 6,916,354

’ Regulatory Credit Risk Reserve as at December 31 4,766,590 23,924,554 4,766,590 23,924,554
Movement in Regulatory Credit Risk Reserve -19,157,963 5,785,302 -19,157,963 5,785,302

The regulatory reserve represents an appropriation from retained earnings to comply with Bank of Uganda’s Prudential
Regulations. The balance in the reserve represents the excess of impairment provisions determined in accordance with the
Prudential Regulations over the impairment provisions recognized in accordance with the Group’s accounting policy. The
reserve is non-distributable.

25, Other financial liabilities

Held at amoriised .cdst
Bank of Uganda - Agriculture Credit Facility 1,786,653 3,186,520 1,786,653 3,186,520
Guaranty Trust Bank (Uganda) Limited 2,000,358 8,001,808 2,000,356 8,001,808

’ 3,787,009 11,188,328 3,787,009 11,188,328

The Government of Uganda through Bank of Uganda set up an Agricultural Credit Facility scheme for the purpose of
supporting agricultural expansion and modernization in partnership with commercial banks. All eligible bank customers receive
. 50% financing from the Government of Uganda while the remaining 50% is provided by the Group. The outstanding balance as
at December 31, 2019 was USh 1,787 million (2018: USh 3,186 million).
The weighted average effective rate of interest on foreign bank's borrowings as at December 31, 2018 was 2.00% (2018:
2.88%). The weighted average effective rate of interest on local bank's borrowings as at December 31, 2019 was 7.80% (2018:
8.18%).

26. Customer deposits

Current and demand accounts 258,236,979 214,290,661 258,499,741 214,365,426
Savings accounts 229,526,064 202,394,590 229,526,064 202,394,590
Time deposits 950,297,102 885,125,526 950,555,256 885,409,362

1,438,060,145 1,301,810,777 1,438,581,061 1,302,169,378

27. Other liabilities

Unearned interest 10,687,228 7,308,253 10,687,228 7,308,253
Bills payable 421,748 352,425 421,748 352,425
Uncleared effects (net) 517,088 801,710 517,088 801,710
Others 8,126,410 10,197,843 8,031,969 10,074,905
Impairment allowance on financial instruments, 8,307,885 6,398,551 8,307,885 6,398,551
contingent liabilities and commitments

Operating lease liability* 9,562,638 - 9,562,638 -

37,622,997 25,058,782 37,628,656 24,935,844

/v
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27. Other liabilities (continued)

*Lease liabilities represents the minimum lease payments under the lease, discounted at the incremental borrowing rate of the
Group.

28. Retirement benefit obligation
Carrying value

Gratuity 1,268,764 1,413,064 1,268,764 1,413,064

Movements for the year

Opening balance 1,413,084 1,415,444 1,413,064 1,415,444
Additional provision made during the year 58,952 147,820 58,052 147,620
Paid during the year ) (203,252) (150,000) (203,252) (150,000)

1,268,764 1,413,064 1,268,764 1,413,064

The gratuity is computed at 75% of the monthly salary last drawn by each employee multiplied by each completed year of
service, subject to eligibility under the terms and conditions of the scheme. The Group accounts for retirement benefit
obligation based on the liability that would accrue had all the employees of the Group been-terminated/retired as at the
reporting date.

29. Dividend payable

The proposed dividend for the year 2019 is USh 25,000 million (2018: USh 25,000 million). The dividend is at 100% of paid up
share capital of USh 25,000 million (2018: 100% of paid up share capital of USh 25,000 million)

The payment of dividend is subject to withholding tax at 15% or the rates specified under the applicable double taxation
agreements.

30. Analysis of cash and cash equivalents

Cash and balances with Bank of Uganda (note 12) 180,908,902 164,394,812 180,886,135 164,262,009
Cash reserve reguirement (107,100,000)  (99,470,000) (107,100,000) (99,470,000)
Government securities maturing within 90 days of the 189,217,486 200,026,568 189,217,486 200,026,568
date of acquisition

Amounts due from overseas branches of parent 9,752,300 36,850,895 9,752,300 36,850,895
company

Deposits and balances due from other banks (nhote 15) 307,814,346 213,827,943 307,814,346 213,827,943

580,693,034 515,630,218 580,570,267 515,497,415

For the purposes of the statement of cash flow, cash and cash equivalents comprise balances with less than 90 days maturity
from the date of acquisition including: cash and balances with central banks, treasury bills and other eligible bills, and amounts
due from other banks. Cash and cash equivalents exclude the cash reserve requirement held with the Bank of Uganda.

Banks are required to maintain a prescribed minimum balance with the Bank of Uganda the usage of which is subject to
restrictions. The amount is determined as a percentage of the average outstanding deposits over a cash reserve cycle period
of two weeks.

31. Off balance sheet financial instruments, contingent liabilities and commitments
In common with other banks, the Group conducts business involving acceptances, letters of credit, guarantees, performance
bonds and indemnities. The majority of these facilities are offset by corresponding obligations of third parties. In addition,

there are other off-balance sheet financial instruments including forward contracts for the purchase and sale of foreign
currencies, the nominal amounts for which are not reflected in the statement of financial position.

/
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31. Off balance sheet financial instruments, contingent liabilities and commitments (continued)

Contingent liabilities

Acceptance and letters of credit 53,410,686 50,965,186 53,410,686 50,965,186
Letters of guarantees and performance bonds 67,500,413 50,696,769 67,500,413 50,696,769
Contingents secured by cash collateral 30,497,655 28,631,405 30,497,655 28,631,405

151,408,754 130,293,360 151,408,754 130,293,360

Commitments
Undrawn formal stand-by facilities, credit lines and 178,284,123 145,961,162 178,284,123 145,961,162
other commitments to lend

329,692,877 276,254,622 329,692,877 276,254,522

Refer to note 27 for impairment allowance on off balance sheet financial instruments, contingent liabilities and commitments.
Impairment allowance on off balance sheet items have been increased from USh 6,399 million to USh 8,307 million (2018: Nil
to USh 6,399) of the Group.

Nature of contingent liabilities

A,
An acceptance isfan undertaking by a bank to pay a bill of exchange drawn on a customer. The Group expects most
acceptances to be presented, and reimbursement by the customer is normally immediate.

Contingent liabilities are secured by both cash and property collaterals.

Nature of commitments

Commitments to lend are agreements to lend to a customer in future subject to certain conditions. Such commitments are
normally made for a fixed period. The Group may withdraw from its contractual obligation for the undrawn portion of agreed

overdraft limits by giving reasonable notice to the customer,

Foreign exchange forward contracts are agreements to buy or sell a specified quantity of foreign currency, usually on a
specified future date at an agreed rate.
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32. Related parties
Holding company Bank of Baroda, India
Subsidiaries Baroda Capital Markets (Uganda) Limited
Associates Bank of Baroda, London

Bank of Baroda (Kenya) Limited, Kenya
Bank of Baroda, Brussels
Bank of Baroda, New york

Members of key management Mr. Ashwini Kumar - Managing Director
Mr. Manoj Kumar Bakshi - Executive Directors
Ms. Ann Tumwesigye Mbonye -~ Company secretary
Mr. Wamayi Maurice - Internal auditor
Mr. Krishhan Ragupathy - Head Administration
Mr. Subhapratik Pradhan ~ Head Information
technology
Mr, Obong Silver - Head Compliance
Mr. Vikash Sharma - Head treasury
Mrs. Victoria Ocici - Head of risk management

Related party transactions

Administration fees paid to related parties

Bank of Baroda, India 3,916,729 1,316,093 3,916,729 1,316,093
Key management compensation

Salaries and other short-term employment benefits 5,567,669 5,087,677 5,667,569 5,087,877
Directors' remuneration and benefits

Directors' remuneration and benefits 270,077 178,951 270,077 178,951
Fees for services as a Director 32,600 37,483 32,600 37,483

Related party balances

Amounts (due to) / from overseas branches of
parent bank

Bank of Baroda, India 566,474 (90,297) 566,474 (90,297)
Bank of Baroda, London 3,274,933 13,589,276 3,274,933 13,689,276
Bank of Baroda (Kenya) Limited, Kenya 227,968 79,731 . 227,968 79,731
Bank of Baroda, Brussels 3,922,147 4,313,153 3,922 147 4,313,153
Bank of Baroda, New York 1,760,778 18,959,032 1,760,778 18,959,032

Balance with/ (from) parent bank
Bank of Baroda India Limited, India 217,998,822 111,748,941 217,998,822 111,748,941

Time deposit from related parties
Baroda Capital Markets (Uganda) Limited - - 258,154 283,329

33. Earnings per share

Basic earnings per share are calculated by dividing the profit attributable.to equity holders of the Bank by the weighted average
number of ordinary shares in issue during the year less shares of the Bank by its subsidiary, Baroda Capital Markets (Uganda)
Limited.
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33. Earnings per share (continued)
Profit attributable to equity holders of the Bank 45,361,839 73,483,459 45,312,744 73,420,825
Weighted average number of ordinary shares in issue 2,240,038 2,240,038 2,240,038 2,240,038
Basic/Diluted earnings per share (USh) 20.25 32.80 20.23 - 32.78
34. Commitments
Authorised capital expenditure
Already contracted for but not provided for
. Property, equipment and right-of-use assets 7,800,000 7,436,000 7,800,000 7,436,000

Leases - IFRS 16

The Group leases various branches and other premises under lease arrangements to meet its operational business
requirements. Curréntly, the Group does not have any material subleasing arrangements. Right-of-use asset balances relate to

property leases only.

The below table sets out a maturity analysis of lease liabilities, showing the lease payments to be paid after the reporting date.

Undiscounted Discounted Undiscounted Discounted
lease liabilities lease liabilities lease liabilities lease liabilities
USh '000 Ush '000 USh 000 USh '000
Not more than one year 1,695,205 1,663,666 1,695,205 1,563,666
1-2 years : 1,185,616 1,068,050 1,185,516 1,068,050
2-3 years 1,167,901 1,013,377 1,167,901 1,013,377
3-4 years 1,208,256 1,003,820 1,208,256 1,008,820
4-5 years - 1,216,415 975,757 1,216,415 978,757
5-10 years 4,588,984 3,205,115 4,588,984 3,205,115
Greater than 10 years 1,313,710 732,853 1,313,710 732,853
Total lease liabilities 12,375,987 9,662,638 12,375,987 9,562,638
Operating leases - as lessee (expense) - IAG 17
Minimum lease payments due
~ within one year ’ - 136,004 136,004
- in second to fifth year inclusive - 1,383,395 1,383,395
- 1,519,399 1,519,399

Operating lease payments represent rentals payable by the Group for certain of its office properties. Leases are negotiated for

an average term of seven years and rentals are fixed for an average of three years. No contingent rent is payable.

35. Events after the reporting period

The financial statements were prepared based on management estimates and judgement as at the reporting date. Subsequent
to year-end, there has been a coronavirus outbreak which may have a bearing on those estimates due to change in the
business environment in which the Group operates. However, due to the high level of uncertainty resulting from the coronavirus
outbreak, management is not in a position to determine its impact to those estimates at this moment.

36. Comparative figures

Previous year's figures have been reclassified/ regrouped in order to make them comparable with that of current financial

period, wherever necessary.
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