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INDEPENDENT AUDITOR’S REPORT 
TO THE MEMBERS OF  
CANARA BANK (TANZANIA) LIMITED 
 
Opinion 
We have audited the financial statements of Canara Bank (Tanzania) Limited (the Bank), which comprise the 
Statement of Financial Position as at 31st December 2020, and the Statement of Profit or Loss and Other 
Comprehensive Income, Statement of Changes in Equity and Statement of Cash Flows for the year then ended, 
and notes to the financial statements, including a summary of significant accounting policies.  
 
In our opinion, the accompanying financial statements give a true and fair view of the financial position of the 
Bank as at 31st December 2020 and of its financial performance and its cash flows for the year then ended in 
accordance with International Financial Reporting Standards (IFRSs) and the Companies Act, 2002. 
 
Basis for opinion  
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under 
those standards are further described in the Auditor's responsibilities for the audit of the financial statements 
section of our report. We are independent of the Bank in accordance with the International Ethics Standards 
Board for Accountants Code of Ethics for Professional Accountants (IESBA Code) together with The National 
Board of Accountants and Auditors (Code of Ethics) By - Laws, 2013, and we have fulfilled our other ethical 
responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is 
sufficient and appropriate to provide a basis for our opinion. 
 
Key Audit Matters 
Key Audit Matters are those matters that, in our professional judgment, were of most significance in our audit of 
the financial statements of the current period. These matters were addressed in the context of our audit of the 
financial statements as whole, and in forming our opinion thereon, and we do not provide a separate opinion on 
these matters. 
 

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

Allowances for impairment on loans and 
advances 
 
Refer to notes 15 of the financial statement. 
 
Consideration is given at each financial statement 
position date to determine whether there is any 
indication of impairment of the carrying values of 
the bank’s loans and advances. Indications could 
be failure by borrowers to fully meet terms and 
conditions of the loans and advances, poor 
servicing of loans & advances and severe 
economic slowdown in a given sector. 
 
Determinations of impairment provisions remains a 
highly subjective and judgmental area. 
Furthermore, the Bank is subject to significant 
regulatory scrutiny with respect to 

Our work covered impairment of loans and advances to 
customers. 
 
We understood and tested key controls and focused on: 
 

 The identification of impairment events and 
classification of loans  

 The governance over the impairment processes 

 The review and approval process that 
management have in place for the outputs of the 
Bank’s impairment model. 

 
We assessed the use of historic experience to 
estimate impairment events which have occurred but 
not reported and to derive estimates of future cash 
flows.  
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provisioning levels.  
 
In assessing impairment amount, the estimated 
future loan recoveries (future cash flows) are 
discounted to their present values based on the time 
value of money and the risk specific to an individual 
loan or the group of loans.   

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

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

 
Further, we evaluate the accuracy of impairment 
tests applied.  
 
Results of our work 
Based on procedures performed and evidence 
obtained, we found management assumptions to be 
reasonable and therefore consider provisions to be 
appropriate.  

Revenue recognition 
 
Refer to notes 6 of the financial statements 
 
Interest income is recognized in the statement of 
profit or loss and other comprehensive 
income for all interest bearing instruments on an 
accrual basis using the effective interest method, 
based on the actual purchase price. 
 
The effective interest rate method is a method of 
calculating the amortized cost of financial assets of 
a financial liability and of allocating the interest or 
interest expense over the relevant period. The 
effective interest rate is the rate that exactly 
discounts estimated future cash payments or 
receipts through the expected life of the financial 
instrument or, when appropriate, a shorter period to 
the net carrying amount of the financial asset or 
financial liability. 
 
 
Once a financial asset or a group of similar financial 
assets have been written down as a result of 
impairment loss, interest income is recognized using 
the rate of interest that was used to discount the 
future cash flows for the purpose of measuring the 
impairment loss. 
 
Fees and commissions are generally recognized on 
an accrual basis when the service has been provided 
or significant act has been performed. Loan 
commitment fees for loans that are likely to be drawn 
down are deferred (together with related direct costs) 
and recognized as an adjustment to the effective 
interest rate on the loan. Commission and fees 
arising from negotiating or participating in the 
negotiation of, a transaction for third party such as 
arrangement of the acquisition of shares or other 
securities or the purchase or sale of business are 

 
 
 
 
We considered the appropriateness of the Bank’s 
income and other similar income recognition 
accounting policies, including the recognition and 
classification criteria for revenue. 
 
We assessed transactions taking place at either side 
of the statement of financial position date to evaluate 
whether interest income and interest expense were 
recognized in the correct period  
 
 
Results of our work 

Based on our procedures performed and evidence 
obtained, we found that revenue was fairly stated 
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recognized on completion of the underlying 
transaction. 
 
 
There is a risk that revenue may be overstated 
because fraud as a result of pressure management 
may feel to achieve performance targets. 
 
 

 

Emphasis of Matter 
On 11 March 2020, the world Health Organization declared Corona virus (COVID-19) outbreak a     pandemic 
in recognition of its rapid spread across the globe. COVID-19 affects the bank in certain uncertainties for the 
future financial position and performance of the Bank. Uncertainties related to the potential effects of COVID-
19 are relevant to understanding our audit of the financial statements. Our audits assess and challenge the 
reasonableness of estimates made by the bank, the related disclosures and the appropriateness of the going 
concern assumption in the financial statements. The appropriateness of the going concern assumption depends 
on the assessment of the future economic environment and the bank’s future prospects and performance. The 
COVID-19 pandemic is an unprecedented challenge for humanity and for the economy globally, and at the date 
of this report its effects are subject to levels of uncertainty. An audit cannot predict the unknowable factors or 
all possible future implications for a Company and this is particularly the case in relation to COVID-19. 
 
Other information 
The directors are responsible for the other information. The other information comprises the Director's Report 
as required by the Companies Act, 2002, which we obtained prior to the date of this report. Other information 
does not include the Financial Statements and our auditor's report thereon. 
 
In connection with our audit of the financial statements, our responsibility is to read the other information and, 
in doing so, consider whether the other information is materially inconsistent with the financial statements or 
our knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on the work we 
have performed, we conclude that there is a material misstatement of this other information, we are required to 
report that fact. We have nothing to report in this regard. 
 
Responsibilities of the directors for the financial statements 
The directors are responsible for the preparation and fair presentation of the financial statements in accordance 
with International Financial Reporting Standards and the requirements of the Companies Act, 2002 and for 
such internal control as the directors determine is necessary to enable the preparation of financial statements 
that are free from material misstatement, whether due to fraud or error. 
 
In preparing the financial statements, the directors are responsible for assessing the Bank's ability to continue 
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern 
basis of accounting unless the directors either intend to liquidate the Bank or to cease operations, or have no 
realistic alternative but to do so. 
 
Auditor's responsibilities for the audit of financial statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free 
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our 
opinion. 
 
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in 
accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise from 
fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected 
to influence the economic decisions of users taken on the basis of these financial statements. 
 
As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional 
skepticism throughout the audit. We also: 

Identify and assess the risks of material misstatement of the financial statements, whether due to fraud 
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that 
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material 
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve 
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. 
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Obtain an understanding of internal control relevant to the audit in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Bank's internal control. 

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

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

 
We communicate with the directors regarding, among other matters, the planned scope and timing of the audit 
and significant audit findings, including any significant deficiencies in internal control that we identify during our 
audit. 
 
 
Report on other legal and regulatory requirements 
As required by the Companies Act, 2002, we report to you, based on our audit, that: 

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

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

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

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

v) the Bank's Statement of Financial Position and Statement of Profit or Loss and Other 
Comprehensive Income are in agreement with the books of accounts. 

 
For Baker Tilly DGP & Co. 
Certified Public Accountants, 
 
 
………………………………. 
Kailas K. Bhattbhatt 
Partner 
 
Place :  Dar es Salaam 
Date : 
 

Kailas.Bhattbhatt
Typewritten text
16th March 2021
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