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Notes to the financial statements 

Note 1  
1 Summary of significant accounting policies 

(i) Basis of preparation 

The principal accounting policies adopted in the 
preparation of this financial report and that of the previous 
financial year are set out below. These policies have been 
consistently applied to all the periods presented, unless 
otherwise stated. 

This financial report is a general purpose financial report 
which has been prepared in accordance with Australian 
Accounting Standards (which includes Australian 
Interpretations by virtue of AASB 1048 Interpretation 
and Application of Standards) and the Corporations Act 
2001 (Cth).  

Compliance with IFRS as issued by the IASB 
Compliance with Australian Accounting Standards 
ensures that the financial report complies with 
International Financial Reporting Standards (IFRS) as 
issued by the International Accounting Standards Board 
(IASB). Consequently, this financial report has also been 
prepared in accordance with and complies with IFRS as 
issued by the IASB. 

Historical cost convention 
This financial report has been prepared under the 
historical cost convention, as modified by the revaluation 
of investment securities available for sale and certain other 
assets and liabilities (including derivative instruments) at 
fair value. 

Critical accounting estimates and significant 
judgements 
The preparation of the financial report in conformity with 
Australian Accounting Standards requires the use of 
certain critical accounting estimates. It also requires 
management to exercise judgement in the process of 
applying the accounting policies. The notes to the financial 
statements set out areas involving a higher degree of 
judgement or complexity, or areas where assumptions are 
significant to the Company and its subsidiaries 
(Consolidated Entity) and the consolidated financial report 
such as: 

– fair value of financial assets and liabilities (note 43); 
– impairment of loan assets held at amortised cost, 

investment securities available for sale, interests in 
associates and joint ventures and held for sale 
investments (notes 1(xii), 1(xiii), 11 and 41.1); 

– acquisitions and disposals of subsidiaries, associates 
and joint ventures and assets and disposal groups 
classified as held for sale (notes 1(ii), 1(xii), 17, 21 
and 45); 

– distinguishing between whether assets or a business is 
acquired (note 1(iii)); 

– determination of control of Special Purpose Entities 
(SPEs) (notes 1(ii), 10 and 25); 

– recoverability of deferred tax assets and measurement 
of current and deferred income tax liabilities (notes 1(vii), 
4 and 20); and 

– the impairment of goodwill and other identifiable 
intangible assets with indefinite useful lives (notes 1(xvi) 
and 15). 

Estimates and judgements are continually evaluated and 
are based on historical experience and other factors, 
including reasonable expectations of future events.  

Management believes the estimates used in preparing the 
financial report are reasonable. Actual results in the future 
may differ from those reported and therefore it is 
reasonably possible, on the basis of existing knowledge, 
that outcomes within the next financial year that are 
different from our assumptions and estimates could 
require an adjustment to the carrying amounts of the 
assets and liabilities reported. 

New Accounting Standards and amendments to 
Accounting Standards and Interpretations that are not 
yet effective 
When a new Accounting Standard is first adopted, 
any change in accounting policy is accounted for in 
accordance with the specific transitional provisions (if any), 
otherwise retrospectively. 

The Company’s and Consolidated Entity’s assessment of 
the impact of the key new Accounting Standards, 
amendments to Accounting Standards and Interpretations 
is set out below: 

AASB 2010-3 Amendments to Australian Accounting 
Standards arising from the Annual Improvements 
Project 

AASB 2010-3 is effective for annual reporting periods 
beginning on or after 1 July 2010 and confirms that:  

– contingent consideration arising in a business 
combination that had been accounted for in 
accordance with AASB 3 (2004) that has not been 
settled or otherwise resolved at the adoption date of 
AASB 3 (2008) continues to be accounted for in 
accordance with AASB 3 (2004); 

– the accounting policy choice to measure non-controlling 
interests (NCI) upon initial recognition either at fair value 
or at the NCI’s proportionate share of the acquiree’s 
identifiable net assets is limited to instruments that give 
rise to a present ownership interest and which currently 
entitle the holder to a share of net assets in the event of 
liquidation. The accounting policy choice does not apply 
to other instruments, such as written options classified 
as equity instruments or options granted under share-
based payment arrangements – these are generally 
measured at fair value or otherwise in accordance with 
the relevant Standards; 

– AASB 3 (2008) application guidance applies to 
unreplaced and voluntarily replaced share-based 
payment awards; and 

– consequential amendments to AASB 121, AASB 128 
and AASB 131 as a result of the issue of AASB 127 
(2008) relating to disposals of all or part of a foreign 
operation and accounting for a loss of significant 
influence/joint control is applied prospectively. 

The Consolidated Entity will apply the amendments 
prospectively from 1 April 2011. Initial application is not 
expected to result in any material impact. 


