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SIGNIFICANT ACCOUNTING POLICIES ON THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31ST MARCH 2009
1. Basis of Preparation of Accounts


The accounts are prepared under the historical cost convention and conform in all material respects to the related statutory / regulatory requirements, Accounting Standards and generally accepted accounting principles and practices, except as otherwise stated.

2. Consolidation procedure

2.1.
Consolidated financial statements of Canara Bank, its Subsidiaries, Joint Venture and Associates (the Bank) have been prepared on the basis of their financial statements and in accordance with Accounting Standard (AS) - 21- “Consolidated Financial Statements” issued by the Institute of Chartered Accountants of India. The financial statements of the bank and its subsidiaries have been combined on a line by line basis by adding together like sums of assets, liabilities, income and expenses, after eliminating intra group transactions and unrealized profit / loss, and making necessary adjustments wherever practicable, to conform to the uniform accounting policies. The financial statements of the subsidiaries are drawn up to the same reporting date as that of the parent.

2.2.
The difference between the cost to the Parent of its investment in the subsidiary entities (other than wholly owned) and the parent’s portion of the equity in such subsidiaries with reference to the date of acquisition is recognized in the financial statements as Goodwill / Capital Reserve. The parent’s share of post acquisition profits/losses of the subsidiaries is adjusted in revenue reserves.

2.3. Minority interests in the net results of operations and the net assets of the subsidiaries, represent that part of the Profit/Loss and the net assets not owned by the parent.

2.4
In respect of Joint Venture Entity, consolidation has been done on proportionate consolidation in accordance with Accounting Standard (AS) – 27 ‘Financial Reporting of Interests in Joint Ventures’ issued by the Institute of Chartered Accountants of India

2.5
Long term investment in Associates, as on the date of consolidation, is valued under the Equity method and the carrying amount of the investment is adjusted thereafter for the post acquisition change in the Canara Bank’s (Investor) share of net assets of the Associate in accordance with Accounting Standard (AS) 23 ‘Accounting for Investments in Associates’ issued by the Institute of Chartered Accountants of India. The Investor’s share of the results of operations of the Associates is reflected separately in the Consolidated statement of Profit & Loss. 

3. Foreign Currency Translation / Conversion of Foreign currencies

3.1. In respect of Foreign branches, Off shore Banking Unit and Foreign Subsidiaries, Assets and Liabilities are translated at the last closing spot rate of exchange announced by FEDAI and Income and Expenditure items of these entities are translated at quarterly average closing rate published by FEDAI in accordance with Accounting Standard 11 (Revised 2003) of the Institute of Chartered Accountants of India and as per the guidelines of Reserve Bank of India. The resultant exchange gains, if any, is taken to Foreign Currency Translation Reserve and loss, if any, net of reserves, is taken to revenue.

3.2. In respect of domestic branches, Assets and Liabilities in foreign currency including Forward Exchange Contracts, Guarantees, Acceptances, Endorsements and Obligations are evaluated at the closing spot rate/forward rate for the residual maturity of the contract in accordance with Accounting Standard 11 (Revised 2003) of the Institute of Chartered Accountants of India and as per the guidelines of Reserve Bank of India.

Income and Expenditure items are accounted for at the exchange rates prevailing on the date of transactions.

3.3. The gain or loss on evaluation of outstanding Forward Exchange Contracts is taken to revenue.
4.
Derivative Contracts

a) Derivatives used for trading are Marked to Market

b) Derivatives used for hedging are Marked to Market where underlying Assets / Liabilities are marked to market, and
c) Derivatives used for hedging are accounted on accrual basis where underlying Assets / Liabilities are not marked to market.
Net Appreciation / Depreciation and Gain / Loss are accounted for as per regulatory norms.
5.
Investments


Investments are classified and valued as per applicable statutory/regulatory norms.  

6.     Advances


Advances including factored debts are net of provisions made in accordance with the prudential norms prescribed by the regulatory authorities.

7. Fixed Assets


Premises and other Fixed Assets are stated at historical cost except wherever revalued. Fixed assets include assets given on lease.  

8.      Depreciation

8.1
Fixed Assets of the Parent excluding computer are depreciated under Written Down Value method as per the rates determined by the management on the basis of estimated useful life of the respective assets.  As per the guidelines of Reserve Bank of India, depreciation is charged on computer at 33.33% on straight-line method. Depreciation on Assets given on Lease is charged on Written Down Value method as per Schedule XIV of the Companies Act, 1956 after adjusting Capital recovery. Depreciation on addition to fixed/leased assets is charged for the full year irrespective of the date of acquisition.  No depreciation is provided in the year of sale/disposal.

8.2
Fixed assets of the domestic subsidiaries are depreciated as per the method and rates prescribed under the Companies Act, 1956. In respect of leased assets depreciation is charged either as per the method and rates prescribed under the Companies Act, 1956 or in the ratio of lease rentals accrued during the year to lease rentals for the entire primary/secondary period of the lease, as per agreements, whichever is higher.

8.3
Depreciation on Fixed assets of the foreign subsidiary is charged as per the local laws.

9. Revenue Recognition

9.1
Income and expenditure are generally accounted on accrual basis. In the case of Non-performing assets including investments, income is recognized to the extent of realization in accordance with norms prescribed by regulatory authorities.  

9.2
Commission, Exchange, Brokerage, Dividends, locker rents, processing charges, other service charges are accounted for as income on receipt basis.

10. Employee Benefits

Provision for Pension, Gratuity, Privilege Leave and Sick Leave is made based on the actuarial valuation at the year-end as per the Accounting Standard -15(Revised) of the Institute of Chartered Accountants of India. Net Actuarial gains and losses are recognized during the year.
11. Taxation

Provision for Income tax is made after due consideration of the judicial pronouncements and legal opinion. Disputed taxes, not provided for are included under “Contingent Liabilities”.
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