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1 Introduction 

1.1 Purpose 

 

The purpose of this document is to detail the Department of Sustainability and Environment’s 
response to the Exposure Draft of Australian Water Accounting Standard 1.  
 
This document represents DSE’s initial response to the exposure draft. Our views may change 
after we examine other responses to the exposure draft and WASB’s responses and feedback 
on our submission. 
 

1.2 Background 

Under the Commonwealth Water Act 2007, the Director of Meteorology has the power to issue 
water information standards, including water accounting standards. 
 
The Exposure Draft of Australian Water Accounting Standard 1 – Preparation and Presentation 
of General Purpose Water Accounting Reports (ED AWAS 1) was released on the Water 
Accounting Standards Board website (www.bom.gov.au/water/wasb) on 28 October 2010. 
 
The Water Accounting Standards Board (WASB) ‘intends to expose the standard until June 
2012 in order to obtain meaningful feedback on the Exposure Draft, and to allow for the 
development of information systems that will assist in the preparation of General Purpose Water 
Accounting Reports (GPWAR).’ Written feedback is sought by WASB by 30 June 2011. Other 
opportunities to provide feedback could occur during 2011-2012. 
 
DSE understands that WASB will conduct a cost-benefit study prior to resolving any changes to 
the exposure draft. 
 
DSE has a strong history in water accounting. The Victorian Water Accounts have been 
published on an annual basis since 2003-2004. The 2009-2010 accounts provide a state-wide 
overview of Victoria’s water resources and report on: 
 

� Quantity of water available in terms of rainfall, streamflow, reservoirs and aquifers; 

� Quantity of water allocated for consumption from reservoirs, streams and aquifers under 
entitlements issued by government as well as quantity used and quantity recycled; 

� Actions taken by the government and water businesses to respond to drought, including 
water restrictions, qualification of rights and bans; and 

� Water available to the environment. 

The Victorian Water Accounts include a separate chapter for each of Victoria’s twenty-nine river 
basins.  

DSE is committed to continually improving these accounts. 
 

1.3 Approach 

DSE supports the need for accounting standards and the benefits that consistency can bring in 
water accounting and associated reporting. DSE’s recent work on water accounting includes: 
 

� Production of the 2009-2010 Victorian Water Accounts; 
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� Initial work on the design of a water accounting system that will streamline information 
gathering and improve Victoria’s water accounts. A pilot in northern Victoria will test the 
suitability of Victoria’s proposed chart of water accounts and proposed reporting 
structure. This pilot will also be used to test and better understand the implications of the 
exposure draft;  

� Commitment building and data gathering with water corporations involved in the pilot. 

 

DSE has also committed significant time and resources to ED AWAS 1. Work has included: 
 

� Examination, discussion and documentation of the potential implications of the exposure 
draft; 

� Analysis and some restatement of the model reports released with the exposure draft; 

� Workshop with Vic Water where all Victorian water corporations were represented; 

� Review and analysis of comments on ED AWAS 1 from Victorian water corporations; 

� Meeting with officers from WASB on 21 March 2011 and helpful discussions on issues of 
concern; 

� Meetings with Peter Day and Denis Flett from WASB; 

� Follow-up workshop with Vic Water and selected representatives from Victorian water 
corporations to further develop and refine our response to ED AWAS 1;  

� Internal review and sign off of the proposed response by the wholesale water accounting 
team and steering committee; and 

 
Section two of this report provides a summary of DSE’s response to the exposure draft. 
 
Section three of this report provides detailed responses to the invitation to comment contained 
in the exposure draft. We have responded to the 51 questions included with the exposure draft. 
Our responses have been split into four categories: 
 

1. Support – no further comment required; 

2. Support – subject to agreement on terms; 

3. Qualified support –  with reasons for the qualification as well as possible solutions; 
and 

4. Do not support at this stage – with reasons for our inability to support as well as our 
preferred solutions.  

 
In the course of our examination of the exposure draft we have discovered other matters on 
which we wish to comment. These additional comments are contained in section four. We would 
like the proposed cost-benefit study to look at a range of options, with particular focus on the 
potential application of the standard. We have concerns about the potential reach of the 
standard and the impacts on individuals and small organisations. 
 
We would like WASB to obtain separate costs and benefits for water accounting at four levels: 
 

� States and territories as report preparers; 

� States and territories and water providers as report preparers; 

� Listed companies as report preparers; and 

� Individuals, farmers, syndicates and other small businesses as report preparers.  
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Section five represents DSE’s proposed implementation approach for ED AWAS 1. In summary, 
this approach involves: 
 

� DSE preparing water accounting reports for water controlled by the Crown in Victoria; 

� Users of information not having to wade through multiple reports prepared by multiple 
organisations; 

� Users being able to compare results across different water entities; 

� Users being able to see aggregated results and then drill down to their areas of interest; 

� Water corporations (and some other organisations) being responsible for the gathering of water 
accounting information and confirming whether it has been gathered in accordance with 
instructions issued by DSE; 

� DSE processing the information and preparing the water accounting reports; 

� Water corporations and DSE checking the results before publication; 

� Water accounting reports being presented on the water register web site; and 

� Design of the web site following the outline of the exposure draft with separate sections for 
Contextual Statement, water accounting statements, Accountability Statement, Note disclosures 
and Assurance Statement. 
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2 Summary 

2.1 Key issues 

The responses to the questions included in ED AWAS 1 by category can be summarised as follows: 
 

Category Number 

in category 

Percentage 

% 

Support 13 24 

Support – subject to agreement on 
terms 

10 18 

Qualified support 23 43 

Do not support at this stage 8 15 

Totals 54 100 

 
Those responses that have been categorised as support - subject to agreement on terms reflect our 
concerns regarding the titles of the water accounting statements and the headings within those 
statements. Our responses have been influenced by the terminology used in the exposure draft and 
DSE’s reluctance to apply financial terms in situations where water terms are more meaningful.  
 
The largest category is qualified support, where DSE supports the particular proposal in ED AWAS 1 in 
principle, but has some issues with the application of the proposal. 
 
Those responses that have been categorised as do not support at this stage represent the areas where 
DSE has significant issues with the proposals in the exposure draft.  
 
The key issues on which we would like to work further with WASB include: 

a) Clarifying the definitions of water report entity and water entity. The application of the 
present definitions may capture individuals, farmers, syndicates and small businesses, which in 
our view should not be required to prepare general purpose water accounting reports. In many 
cases, the cost of preparing the GPWARs and obtaining independent assurance will be higher 
than the cost of the annual water bill. Our preference is that individuals and small organisations 
are excluded from the application of the standard, but are given the opportunity to report 
voluntarily if they desire. We are also concerned about interpreting and understanding the 
definitions. We would like to see explicit examples that cover water report entities, water entities 
and segments for a range of organisations. Our preference is that the term water report entity is 
replaced by the term report preparer, 

b) Resolving how to prescribe water entities and report preparers so that the reach of the 
exposure draft is clear and we encourage the development of water accounting. Initially the 
preparation of GPWARs could be confined to States and Territories, and perhaps listed 
companies and large water users. 

c) Reducing the sign offs required for the Accountability Statement, which in their present form 
will increase the cost and time taken to produce the general purpose water accounting reports. 
We agree that the report preparer should confirm whether the GPWAR has been prepared in 
accordance with Australian Water Accounting Standards and disclose any non compliance and 
the reasons for the non compliance. We disagree with the proposal to include a statement on 
whether externally imposed requirements have been complied with as we believe that it is more 
efficient to have these requirements dealt with elsewhere under existing legislative and regulatory 
processes. We regard the proposal to include a statement on best practice as time consuming 
and expensive and note that conventional accounting does not require the report preparer to 
state that best practice has been applied. 
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d) Amalgamating the Statement of Changes in Water Assets and Water Liabilities and the 
Statement of Physical Water Flows into one report called Statement of Inflows and 
Outflows. Our motivation for this change is based on the low number of accruals in water 
accounting and the opportunity to simplify the reporting. 

 
Other issues that we would like to resolve in cooperation with WASB include: 

a) Replacing the terms water assets and water liabilities with water relevant terms such as 
water available and water commitments. Water in Victoria is controlled by the Crown and the 
use of terms like water assets and water liabilities implies meanings that are not consistent with 
water management in this State. Our preference is to use terminology that reflects the nature and 
management of water; 

b) Changing the title of the Statement of Water Assets and Water Liabilities to Statement of 
Water Position, in accordance with our concerns about using terms like water assets and water 
liabilities; 

c) Negotiating any changes to the titles of water accounting statements and the headings in 
these statements with other States and Territories; 

d) Ensuring that the proposed Assurance Statement will not impose unacceptable costs and 
administrative burdens on the report preparers; and 

e)  Establishing transitional arrangements that will enable a smooth implementation of water 
accounting for the prescribed report preparers. 

f) Reviewing the Note disclosures and simplifying them where possible.  
 
DSE representatives had a meeting with representatives from the office of WASB on 21 March 2011. The 
discussions were helpful and we hope to conduct similar meetings over the next twelve months as the 
exposure draft is further improved. 
 

2.2 Summary of responses to invitation to comment 

 

Q
u

e
s
ti

o
n

 

Brief description Response: 

Support; or 

Support subject to 
agreement on terms; or 

Qualified support; or 

Not supported at this stage 

1 Proposed definition of a water report entity Do not support at this stage 

2 Proposed definition of a general purpose water accounting report Support 

3 Preparation of GPWAR should be tied to the information needs of 
users 

Qualified support 

4 Proposed objectives of GPWARs Qualified support 

5 Application of accrual accounting in the preparation of GPWARs Qualified support 

6 Proposed definition of a prior period error Support 

7 Proposal to restate comparative information for prior period(s)  Qualified support 

8 Proposed disclosure requirement for error corrections Qualified support 

9 Contextual Statement should provide information that enables 
users to understand the physical and administrative aspects of the 
WRE 

Qualified support 
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10 Should additional information be required to be provided in the 
Contextual Statement? 

Support 

11 Proposed information to be included in the Accountability 
Statement 

Do not support at this stage 

12 Should additional information be required to be included in the 
Accountability Statement 

Do not support at this stage 

13 Proposed sign-off requirements for the Accountability Statement Do not support at this stage 

14 Are the three line items required for the Statement of Water Assets 
and Water Liabilities sufficient and appropriate? 

Do not support at this stage 

15 Proposed requirements for inclusion of additional sub-
classifications of the three line items in the Statement of Water 
Assets and Water Liabilities 

Support – subject to 
agreement on terms 

16 Proposed definition of a water asset Support – subject to 
agreement on terms 

17 Proposed criteria for recognising a water asset Support – subject to 
agreement on terms 

18 Proposed guidance for clarifying the notion of future benefits Qualified support 

19 Proposed guidance for clarifying the application of the definition 
and recognition criteria for water assets 

Qualified support 

20 Proposed distinction between a present water right and a future 
water right 

Support 

21 Guidance for distinguishing between a present water right and a 
future water right 

Support 

22 Proposed treatment of a future water right Support 

23 Proposed definition of a contingent water asset Support – subject to 
agreement on terms 

24 Proposed guidance for determining whether an item represents a 
contingent water asset 

Support – subject to 
agreement on terms 

25 Proposed disclosure requirements for contingent water assets Support – subject to 
agreement on terms 

26 Proposed definition of a water liability Support – subject to 
agreement on terms 

27 Proposed criteria for recognising a water liability Qualified support 

28 Proposed guidance for clarifying the notion of present obligations 
and the application of the definition of, and recognition criteria for, 
a water liability 

Qualified support 

29 Proposed distinction between a present obligation and a future 
water commitment, including the proposed definition of a future 
water commitment 

Support 

30 Proposed guidance for distinguishing between a present obligation 
and a future water commitment 

Support 

31 Proposed treatment of future water commitments Support 

32 Proposed definition of a contingent water liability Support – subject to 
agreement on terms 

33 Proposed guidance for determining a contingent water liability Support – subject to 
agreement on terms 
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34 Proposed disclosure requirements for contingent water liabilities Support – subject to 
agreement on terms 

35 Are the five line items required for the Statement of Changes in 
Water Assets and Water Liabilities sufficient? 

Do not support at this stage 

36 Proposed requirements for when to include additional sub 
classifications 

Do not support at this stage 

37 Are the five line items required for the Statement of Physical Water 
Flows sufficient? 

Do not support at this stage 

38 Proposed requirements for when to include additional sub 
classifications 

Qualified support 

39 Proposed definition of a group water report entity Qualified support 

40 Proposed definition of a group water accounting report Support 

41 Are the circumstances under which a group water accounting 
report should be prepared clear? 

Qualified support 

42 Proposed procedures for preparing a group water accounting 
report 

Support 

43 Proposed disclosure requirements about quantification approaches Support 

44 Proposed disclosure requirements about future prospects of the 
water report entity 

Qualified support 

45 Proposed disclosure requirements about trading of rights that 
relate to water of the water report entity 

Qualified support 

46 Proposed disclosure requirements about environmental, social and 
cultural, and economic benefit 

Qualified support 

47 Are circumstances under which segment information would be 
required to be provided clear? 

Qualified support 

48 Proposed disclosure requirements for segments Qualified support 

49 Are the circumstances under which an event after the reporting 
period would be classified as either an adjusting or a non-adjusting 
event clear? 

Qualified support 

50 Proposed treatment for adjusting events after the reporting period. Support 

51 Proposed treatment for non-adjusting events after the reporting 
period. 

Support 

52 Appropriateness of implementation guidance Qualified support 

53 Additional or alternative implementation guidance Qualified support 

54 Are the model reports useful in illustrating the application of ED 
AWAS 1? 

Qualified support 
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3 Detailed response to invitation to comment 

3.1 Scope 

 

Question 1 Proposed definition of a water report entity 

Response Do not support at this stage 

Rationale � The definition of water report entity appears to be very wide. This definition may 
require any individual or organisation that has anything to do with water to 
prepare GPWARs if there is any external party who says that they want this 
information. This will lead to: 

o Potentially frivolous or annoying requests for water accounting 
information from parties who object to the operation of the water user. It 
is the Crown’s responsibility (and the responsibility of water 
corporations who act on behalf of the Crown) to determine whether 
water use and any required reporting is appropriate, not other external 
parties; and 

o Increased costs for the preparers of these reports. 

� The definition of a water report entity is partly based on the definition of a water 
entity. Our concerns with the definition of water entity include: 

o Individuals should not be included as water entities. Water is controlled 
by the Crown. How water is accessed by individuals, how much water 
is accessed by individuals and whether individuals have complied with 
any conditions imposed on their access to or use of water is a matter 
between the individual and the Crown; 

o If additional water accounting information is required on water access, 
water use or compliance by individuals then this should be gathered 
and reported by the Crown; 

o Individuals who hold water entitlements and other water users pay 
agents of the Crown to record their water entitlements, water use and 
any conditions associated with water use. Any breaches of water use or 
failures to comply are managed by agents of the Crown. Requiring 
individuals to record water accounting information, prepare GPWARs 
and pay for independent assurance is effectively asking the individual 
to pay twice. 

� Victoria has twenty-nine river basins and nineteen water corporations. The pilot 
water accounting project underway in northern Victoria covers: 

o Seven river basins; 

o Five common distribution works; 

o Six gravity irrigation areas; 

o Six pumped irrigation districts; 

o Approximately thirty-eight urban water supply systems with different 
levels of restrictions, with an estimated 148 cities and towns within 
these urban water supply systems; 

o Six to eight domestic and stock systems; 

o Fifty-three recycled water treatment plants; and 

o At least one desalination plant. 

� The above entities exclude collection systems for drainage, stormwater and 
wastewater, which may need to be added at a later date. 

� Each of the seven river basins will in turn need to be broken down into further 
water entities to account for interceptions, rivers and streams, flood plains and 
wetlands.  
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� There are ninety-four wetlands in northern Victoria that are capable of being 
irrigated. Each of these wetlands should be separately reported if we literally 
follow the definition of water entity and water report entity contained in the 
exposure draft. 

� Our work to date on the pilot for northern Victoria indicates that there could be 
over 490 water entities in northern Victoria alone. There are three other regions 
and it is reasonable to assume that they will each have an average 300 water 
entities which would mean Victoria may be required to report on approximately 
1,400 water entities. Note that these entities fit the definition of water entity but 
may need to be treated as segments in order to deal with the size of the task. 

� A case could be made to treat all of the water entities described above as water 
report entities. The requirements for three water accounting statements and a 
Contextual Statement, an Accountability Statement and the Note disclosures for 
each water report entity as detailed in the exposure draft and demonstrated in 
the model accounts, will mean that DSE (and / or water corporations) has to 
produce hundreds of water accounting statements with the associated context, 
accountability signoffs and notes. These reports will run to thousands of pages, 
just for northern Victoria. 

� The potential reach of the exposure draft and the lack of any transitional 
arrangements may create resistance to adoption of the accounting standard 
once potential water report entities understand the burden associated with ED 
AWAS 1. 

� The exposure draft is complex. Individuals, farmers, syndicates and small 
business owners will need to employ accountants or industry consultants to 
prepare the GPWARs and to obtain the required assurance. 

� The cost of preparing the GPWARs and obtaining independent assurance could 
be between $2,000 and $10,000 per year for individuals, farmers, syndicates 
and small businesses. In some cases the annual cost of complying with ED 
AWAS 1 will be higher than their annual water bills. Costs for large water 
corporations like Goulburn-Murray Water and Melbourne Water could run to 
hundreds of thousands of dollars per year, on top of the initial set up costs. 

� WASB needs to be certain that the benefits will outweigh the costs if it intends 
to retain the definitions of water report entity and water entity.  

� A prescriptive approach is consistent with that proposed by ED AWAS 1 for 
group water report entities. See question 39, section 3.10 

Proposed solution � Change title of water report entity to report preparer so that there is no 
confusion or overlap with water entity. 

� A report preparer can be the manager / controller of the water entity or a 
separate entity that has responsibilities associated with reporting. 

� Exclude individuals, small syndicates, farmers and other small businesses from 
the proposed definition of water entity, at least in the transitional stages. 

� Prescribe report preparers that are required to prepare GPWARs, especially 
during the transition phase, so that it is clear who should report.  

o Criteria should be established to determine who should have to report; 

o States and territories should be involved in the development of the 
criteria; 

o States and Territories, listed companies and large water users could be 
prescribed as having to prepare GPWARs.  

o Enable voluntary reporting by individuals, farmers, syndicates and other 
small businesses. 
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� Prescribe the water entities that should be reported on by the prescribed report 
preparers. (See question 47, section 3.11.5). 

o Criteria should be established to determine which water entities should 
be reported on; 

o States and territories should be involved in the development of the 
criteria. 

� Have consideration for the definition of group report preparers, group water 
accounting reports and segments when resolving the final definitions for water 
entity and report preparer, with consideration given to prescribing what should 
be treated as a segment. 

� Provide explicit examples of what constitutes a water report entity, a water 
entity and a segment with reasons supporting these classifications. 

� Regard DSE as the report preparer for all water controlled by the Crown in 
Victoria.  

� Complete the cost-benefit study proposed by WASB. 

� Involve States and Territories and industry associations, including the VFF, in 
the cost-benefit study. 

� Obtain separate costs and benefits for water accounting at four levels: 

o States and territories as report preparers; 

o States and territories and water providers as report preparers; 

o Listed companies as report preparers; and 

o Individuals, farmers, syndicates and other small businesses as report 
preparers.  

� Have regard for costs and benefits when resolving who will have to report and 
on what they will have to report.  

� See response to question 47, section 3.11 

� Provide explicit examples of what constitutes a water report entity, a water 
entity and a segment with reasons supporting these classifications. 

 
 

Question 2 Proposed definition of a general purpose water accounting report 

Response Support  

Rationale The definition provided on page 31 of ED AWAS 1 is supported 

Proposed solution N/A 

 
 

Question 3 Preparation of GPWAR should be tied to the information needs of users 

Response Qualified Support  

Rationale � DSE is concerned about the definition of water entity and water report entity. 

� See response to question 1 in section 3.1 

Proposed solution N/A 
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3.2 Objective of general purpose water accounting reports 

. 

Question 4 Proposed objective of GPWARs 

Response Qualified Support  

Rationale � DSE is concerned about the definition of water entity and water report entity. 

� See response to question 1 in section 3.1. 

� Part b) of the objective seems to have a relationship with the requirements 
associated with the Accountability Statement, which place, in DSE’s view, 
onerous reporting requirements on report preparers. 

� See response to questions 11 and 13 in section 3.6. 

� Part b) also refers to water assets and water liabilities which are terms that we 
believe should not be used in water accounting. 

Proposed solution See responses to question 1, section 3.1, and question 11, section 3.6. 

 
 

3.3 Accrual basis of water accounting 

Question 5 Application of accrual basis of water accounting in the preparation of GPWARs 

Response Qualified Support  

Rationale � In principle, DSE supports the proposal to apply the accrual basis of water 
accounting in the preparation of GPWARs. 

� DSE qualifies its support on the basis that to date only two types of accruals 
have been identified in Victoria in the pilots and other work conducted on water 
accounting. These are: 

o Carryover at 30 June 

o Inter valley water owed between river basins 

� Many water entities will not have any accruals. 

� DSE is concerned that WASB’s commitment to accruals based accounting has 
made the exposure draft more complicated than required.  

Proposed solution � ED AWAS 1 should make it clear that the Statement of Changes in Water 
Assets and Water Liabilities can be omitted where the water entity has limited 
accruals and these accruals are appended at the bottom of the Statement of 
Inflows and Outflows (Statement of Physical Water Flows).  

� See response to question 35, section 3.8. 

� See response to question 37, section 3.9. 

 
 

3.4 Error corrections 

 

Question 6 Proposed definition of a prior period error 

Response Support  

Rationale N/A 

Proposed solution N/A 
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Question 7 Proposal to restate comparative information for prior period(s)  

Response Qualified support 

Rationale � This is an area where water accounting is different to financial accounting. Prior 
period errors in water accounting can stretch back a number of years. The 
immediate prior year may not be as important as comparing with each of the 
previous years or comparing with the average of the last five years. 

� There may be considerable work involved in restating the results for prior years. 

� Prior period results have been published and distributed. 

� Users of GPWARs are likely to use the results from the relevant year and not 
look at next year’s or the next five year’s results for prior period errors. 

� Restatement of prior period results is unlikely to be compatible with a web 
based solution where prior periods should be closed off and not re-opened. 

� The degree of the prior period error should influence whether prior periods have 
to be restated.  

� WASB should note that decisions regarding allocations, restrictions, issue of 
entitlements etc. have been made. 

� Improved water accounting may change future decisions and it might be better 
to note the problem and move on with the current year’s results correctly stated 
and an explanation provided for the change. As indicated above, one year’s 
comparatives are not that relevant in water. 

� Restating prior year results could create problems for web based reporting, as 
the actual results may need to be changed, not just the recast numbers on a 
hard copy of a report. 

Proposed solution � The exposure draft should provide guidance on how many prior periods should 
be corrected, if any, and under what circumstances. If the GPWARS have been 
incorrect for five years do you have to correct all five years? What is the point of 
only correcting one year, when users of water accounting reports are likely to 
focus heavily on trends? 

� Options may need to be offered. 

� It might take a bit more experience before this can be definitely resolved. 

 
 

Question 8 Proposed disclosure requirement for error corrections 

Response Qualified support 

Rationale See response to question 7 above. 

Proposed solution See response to question 7 above. 

 

3.5 Contextual Statement 

 

Question 9 Contextual Statement should provide information that enables users to understand 
the physical and administrative aspects of the water report entity 

Response Qualified support 

Rationale � DSE supports the inclusion of a Contextual Statement provided that information 
in annual reports and other reports is not needlessly replicated. 

� As indicated previously DSE has concerns about the use of the terms water 
report entity, water assets and water liabilities. 

Proposed solution � Provide links in the Contextual Statement to relevant web sites, including the 
web sites of water corporations who are responsible for managing the water 
entities. 



Response to ED AWAS 1   Page 15 of 32  

 

Question 10 Should additional information be required to be provided in the Contextual 
Statement? 

Response Support 

Rationale � ED AWAS 1 focuses on the water report entity (report preparer) in regard to the 
Contextual Statement 

� The report preparer may report on a range of water entities. The administrative 
and physical boundaries of the report preparer may not be sufficient for many 
users, who will be interested in a specific water entity managed by or reported 
by the report preparer. Examples of water entities that would be of interest to 
users include: 

o River basins, where the report preparer manages multiple river basins 

o Wetlands within river basins 

o Interceptions within river basins   

o Irrigation districts and areas 

o Cities and towns 

o Recycled treatment plants 

o Desalination plants 

o Etc. 

Proposed solution � Background information on water entities may need to be included in the 
Contextual Statement. 

 

3.6 Accountability Statement 

Question 11 Proposed information to be included in the Accountability Statement 

Response Do not support at this stage 

Rationale � DSE agrees that an Accountability Statement should be included and agrees 
that the report preparer should confirm whether the GPWAR has been prepared 
and presented in accordance with Australian Water Accounting Standards. 

� DSE agrees that the nature and reasons for non-compliance with the Australian 
Water Accounting Standards should be disclosed. 

� DSE disagrees with the proposal to include a statement on whether externally-
imposed requirements relevant to managing the water assets and water 
liabilities have been complied with. Reasons include: 

o These requirements will have been dealt with in other reports or 
instruments. Examples include: 

� Annual reports of water corporations and their requirement to 
comply with Ministerial Reporting Directions; and  

� Annual performance reporting requirements for the Essential 
Services Commission; 

o DSE does not want to replicate accountability; 

o The GPWARs may be prepared at different times and signed off by 
different parties to the original externally imposed requirement. This will 
require the checks and controls to be replicated with consequent 
impacts on the time taken to prepare the GPWARs and the cost of 
preparation; 

o Legislative changes will be required to make the GPWAR the only 
accountable instrument. 

� DSE disagrees with the proposal to include a statement indicating that best 
practices for managing water assets and water liabilities have been applied. 
Reasons include: 
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o What is ‘best practice’? 

o The cost of establishing and assuring best practice will be onerous and 
liable to accusations of subjective interpretations. 

o This is not required in conventional accounting. 

o We have concerns about using the terms water report entity, water 
assets and water liabilities. 

Proposed solution � Retain paragraph 50 a) of the Accountability Statement and delete paragraphs 
50 b) and c). 

� Include a brief statement by the report preparer in the Note disclosures that 
explains the methods used to gather and verify data used in the compilation of 
the GPWARs.  

� Include references to other reports in the Note disclosures where appropriate. 

 

Question 12 Should additional information be required to be included in the Accountability 
Statement? 

Response Do not support at this stage 

Rationale ED AWAS 1 is already imposing an onerous burden. 

Proposed solution See response to question 11, section 3.6 

 

Question 13 Proposed sign-off requirements for the Accountability Statement 

Response Do not support at this stage 

Rationale The sign off requirements where the report preparer is not the managing entity will 
increase cost, complexity and the time taken to prepare the GPWARs. 

See question 11, section 3.6 

Proposed solution � Include a brief statement by the report preparer in the Note disclosures that 
explains the methods used to gather and verify data used in the compilation 
of the GPWARs.  

� DSE will issue clear instructions in regard to gathering and submission of 
data and will expect information providers to stand behind the data. 

 

3.7 Statement of Water Assets and Water Liabilities 

3.7.1 Information to be presented 

 

Question 14 Are the three line items required for the Statement of Water Assets and Water 
Liabilities sufficient and appropriate? 

Response Do not support at this stage 

Rationale � We do not support the title of this report. Our preferred title is Statement of 
Water Position.  

� We do not support the terms water asset and water liability because: 

o The terms asset and liability have financial implications that do not 
apply to water; 

o As all water in Victoria is controlled by the Crown it is not appropriate 
for other report preparers to use the terms water asset or water liability 
in their GPWARs; 

o Water is not controlled in the way that a conventional asset is controlled 
by its owner. In Victoria, the Crown: 

� Controls when, where and how water may be used; 
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� Controls when, where, how and to whom water may be traded; 
and 

� Has to approve all trades of entitlement and trades of 
allocation. 

o Using the term water asset implies a level of control and ownership that 
does not apply to water in the way that it applies to other assets. 

o Users of these reports will be interested in the inflows and the water 
held by the water entity. If a flood occurs then this must be included as 
an inflow. If a significant amount of this floodwater is located within the 
water entity as at the reporting date then the users of the reports will 
expect to see this information contained in the balance sheet type 
report. In DSE’s case our preferred title for this balance sheet type 
report is Statement of Water Position. The term water asset is 
inappropriate when applied to flood water.  

o The inclusion of flood water on the face statement is not consistent with 
the recognition criteria outlined in ED AWAS 1. However DSE 
considers that the exposure draft should not preclude accounting for 
flood water on the face statement and believes that an independent 
survey of representative users will support this view. 

o The appropriate treatment of flood water in the face statements 
provides an example of the difference between water accounting and 
financial accounting. You can’t have too much money. It will always be 
an asset. You can have too much water. 

o In the case of allocation, which ED AWAS 1 and the model reports 
have classified as a liability, the Crown: 

� Is not acknowledging a liability when it issues allocation in 
unregulated and groundwater systems. These allocations are 
notional. They represent the maximum that can be used if the 
season allows; 

� Can withdraw the allocation and refuse to honour the  
commitment to farmers if it decides an error has been made; 

� Can delay delivery of the allocation and control rationing of the 
water; and 

� Can under certain circumstances require that allocation and 
carryover issued to a certain party be redirected to another 
party (e.g. qualification of rights). 

o Using the term water liability implies a level of obligation that does not 
apply to water in the way that it applies to other liabilities. 

o DSE also has issues with the recognition criteria for water liabilities and 
the inclusion of allocation and carryover as a liability in the model 
accounts. 

� Allocation is a reserve set aside for a specified group of 
customers. 

� In a regulated system the liability does not occur until the 
customer orders the water. 

� These customers may take up to the declared allocation 
volume, trade the water and under certain circumstances carry 
the water over. The volume may not be able to be quantified 
with representational faithfulness as it is not known whether the 
allocation will be used, traded or carried over at the time of 
issuing the allocation. 

� In wet years like 2010/11 the allocation will not be used or 
traded and may not be able to be carried over. 

� Customers are not obligated to take the full volume. 

� Under certain circumstances the Crown may decide that the 
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allocation is to be reduced or used for another purpose. 

o DSE agrees that the reserve set aside for allocation should be shown 
as a separate line item on the face statements, but does not agree that 
it is a liability. 

o Use of the terms water asset and water liability creates the impression 
that the Crown can be forced to honour the volumes classified as water 
assets and water liabilities. This is not the case. 

Proposed solution � Rename the Statement of Water Assets and Water Liabilities to Statement of 
Water Position. 

� Replace the term water asset with water available and include a specific item 
called water on floodplain where required. 

� Replace the term water liability with the term water commitments 

� Replace the term net water assets with net water available. 

� Undertake a legal analysis to document the control of the Crown over water in 
each jurisdiction and use the outcomes to help determine suitable terminology. 

� These titles are proposed only and DSE believes that they should be 
workshopped with other jurisdictions before final terms are settled on. 

 

Question 15 Proposed requirements for inclusion of additional sub-classifications of the three 
line items in the Statement of Water Assets and Water Liabilities 

Response Support – subject to agreement on terms 

Rationale The rationale for deciding when additional sub-classifications are included is 
supported but, as indicated elsewhere, we do not support the use of the terms 
water assets and water liabilities. 

Proposed solution See question 14, section 3.7.1. 

 

3.7.2 Water assets 

Question 16 Proposed definition of a water asset 

Response Support – subject to agreement on terms 

Rationale � Our initial reaction is that the definition may be acceptable but, as indicated 
elsewhere, we do not support the use of the terms water assets and water 
liabilities. 

� It is difficult to establish the volumes for groundwater. 

� It can be difficult to define the asset based on the quality of the water, as what 
is unsuitable for one user may be satisfactory for another water user. This water 
user may be unknown to the report preparer and may never appear if they are 
unaware of the availability of the water.  

Proposed solution See question 14, section 3.7.1 

 

Question 17 Proposed criteria for recognising a water asset 

Response Support – subject to agreement on terms 

Rationale Our initial reaction is that the proposed criteria for recognition may be acceptable 
but, as indicated elsewhere, we do not support the use of the terms water assets 
and water liabilities. 

Proposed solution See question 14, section 3.7.1 
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Question 18 Proposed guidance for clarifying the notion of future benefits 

Response Qualified support 

Rationale � The proposed guidance for clarifying the notion of future benefits is seen as 
incomplete at this stage. ED AWAS 1 should focus its examples on river basins 
and major distribution systems, not particular classes of water users, like mines.  

� If the proposed definitions and recognition criteria are to be retained then the 
exposure draft should explain why flood water is not to be included in the face 
statements. As indicated in section 3.7.1 we consider that the exposure draft 
should not preclude the recognition of flood water in the face statements. 

� Flood water will not meet the definition of an asset as proposed by WASB, but it 
must be accounted for in the face statements for the GPWARs for river basins if 
the accounts are to be meaningful to readers. 

� As indicated elsewhere, we do not support the use of the terms water assets 
and water liabilities. 

Proposed solution See question 14, section 3.7.1 

 

Question 19 Proposed guidance for clarifying the application of the definition and recognition 
criteria for water assets 

Response Qualified support 

Rationale � DSE will need more experience in applying the draft standard before it can offer 
full support for the proposed guidance on clarifying the definition and 
recognition criteria for water assets.  

� Floods will be a frequent event under climate change and we believe that the 
recognition criteria should include advice on how we should account for flood 
water.  

� See question 18, section 3.7.2. 

� As indicated elsewhere, we do not support the use of the terms water assets 
and water liabilities. 

Proposed solution See question 14, section 3.7.1 

 

3.7.3 Present versus future water rights 

Question 20 Proposed distinction between a present water right and a future water right 

Response Support 

Rationale N/A 

Proposed solution Definitions for present and future water rights should be included in the Appendix – 
definitions. 

 

Question 21 Guidance for distinguishing between a present water right and a future water right 

Response Support 

Rationale N/A 

Proposed solution N/A 

 

Question 22 Proposed treatment of a future water right 

Response Support 

Rationale N/A 

Proposed solution N/A 
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3.7.4 Contingent water assets 

Question 23 Proposed definition of a contingent water asset 

Response Support – subject to agreement on terms 

Rationale Our initial reaction is that the proposed definition may be acceptable but, as 
indicated elsewhere, we do not support the use of the terms water assets and water 
liabilities. 

Proposed solution See question 14, section 3.7.1 

 

Question 24 Proposed guidance for determining whether an item represents a contingent water 
asset 

Response Support – subject to agreement on terms 

Rationale Our initial reaction is that the proposed guidance for determining whether an item 
represents a contingent water asset may be acceptable but, as indicated 
elsewhere, we do not support the use of the terms water assets and water liabilities. 

Proposed solution See question 14, section 3.7.1 

 

Question 25 Proposed disclosure requirements for contingent water assets 

Response Support – subject to agreement on terms 

Rationale Our initial reaction is that the proposed disclosure requirements for contingent water 
assets may be satisfactory but, as indicated elsewhere, we do not support the use 
of the terms water assets and water liabilities. 

Proposed solution See question 14, section 3.7.1 

 

3.7.5 Water liabilities 

Question 26 Proposed definition of a water liability 

Response Support – subject to agreement on terms 

Rationale � Our initial reaction is that the definition may be acceptable but, as indicated 
elsewhere, we do not support the use of the terms water assets and water 
liabilities. 

� As indicated previously, DSE questions whether allocation and carryover are 
water liabilities. 

Proposed solution See question 14, section 3.7.1 

 

Question 27 Proposed criteria for recognising a water liability 

Response Qualified support 

Rationale � The example used in paragraph 89 of ED AWAS 1 is not a convincing example 
of a water liability.  

� Our initial reaction is that the proposed criteria may be satisfactory but, as 
indicated elsewhere, we do not support the use of the terms water assets and 
water liabilities. 

Proposed solution See question 14, section 3.7.1 
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Question 28 Proposed guidance for clarifying the notion of present obligations and the 
application of the definition of, and recognition criteria for, a water liability 

Response Qualified support 

Rationale � As indicated previously, Victoria has only been able to identify two possible 
accruals. These are: 

o Allocation carryover; and  

o Water owed between river basins.  

� ED AWAS 1 seems to regard both of these accruals as water liabilities. 

� Paragraph 89 of ED AWAS 1 uses allocation carryover as an example of a 
liability. As indicated in the response to question 14 in section 3.7.1, we have 
difficulty in classifying allocation carryover as a liability. 

� As indicated elsewhere, we do not support the use of the terms water assets 
and water liabilities. 

Proposed solution � See question 14, section 3.7.1. 

� Use another example to explain present obligations. 

� Conduct further research, in collaboration with DSE, on whether allocation 
carryover is a liability. 

 

3.7.6 Future water commitment 

 

Question 29 Proposed distinction between a present obligation and a future water commitment, 
including the proposed definition of a future water commitment 

Response Support 

Rationale N/A 

Proposed solution N/A 

 

Question 30 Proposed guidance for distinguishing between a present obligation and a future 
water commitment 

Response Support 

Rationale N/A 

Proposed solution N/A 

 

Question 31 Proposed treatment of future water commitments 

Response Support 

Rationale N/A 

Proposed solution N/A 

 

3.7.7 Contingent water liabilities 

Question 32 Proposed definition of a contingent water liability 

Response Support – subject to agreement on terms 

Rationale Our initial reaction is that the definition may be acceptable but, as indicated 
elsewhere, we do not support the use of the terms water assets and water liabilities. 

Proposed solution See question 14, section 3.7.1 
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Question 33 Proposed guidance for determining a contingent water liability 

Response Support – subject to agreement on terms 

Rationale Our initial reaction is that the proposed guidance for determining whether an item 
represents a contingent water liability may be acceptable but, as indicated 
elsewhere, we do not support the use of the terms water assets and water liabilities. 

Proposed solution See question 14, section 3.7.1 

 

Question 34 Proposed disclosure requirements for contingent water liabilities 

Response Support – subject to agreement on terms 

Rationale Our initial reaction is that the proposed disclosure requirements for contingent water 
liabilities may be satisfactory but, as indicated elsewhere, we do not support the 
use of the terms water assets and water liabilities. 

Proposed solution See question 14, section 3.7.1 

 

3.8 Statement of Changes in Water Assets and Water Liabilities 

3.8.1 Information to be presented 

Question 35 Are the five line items required for the Statement of Changes in Water Assets and 
Water Liabilities sufficient? 

Response Do not support at this stage 

Rationale � We do not support the preparation of this report. Our preference is to change 
the name and function of the Statement of Physical Water Flows report to 
Statement of Inflows and Outflows and include accruals, if any, as additional 
lines after the item net physical inflows / (outflows). 

� Our concerns with using the terms water assets and water liabilities are 
covered in our response to question 14 in section 3.7.1. 

� The low number of accruals discovered to date and the fact that many water 
entities do not have any accruals indicate that we could reduce the required 
statements from three to two. 

� This will represent a significant saving considering the number of water entities 
controlled by the Crown. 

� Our concerns with using the terms water assets and water liabilities are 
covered in our response to question 14 in section 3.7.1. 

Proposed solution � Combine the Statement of Changes in Water Assets and Water Liabilities and 
the Statement of Physical Water Flows Water Assets and Water Liabilities into 
one report called Statement of Inflows and Outflows for those water entities 
where there are no or a low number of accruals.  

� Allow report preparers to use two or three statements if the clarity of their 
reporting is improved. 

� Replace the term water asset with water stocks and include a specific item 
called water on floodplain where required 

� Replace the term water liability with the term water commitments 

� Replace the term net water assets with net water available. 

� The titles of reports and headings are proposed only and DSE believes that 
they should be workshopped with other jurisdictions before final terms are 
settled on. 

� See response to question 37, section 3.9.1. 
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Question 36 Proposed requirements for when to include additional sub classifications 

Response Do not support at this stage 

Rationale � DSE believes that this report is not required. 

� The rationale for deciding when additional sub-classifications are included is 
supported but, as indicated elsewhere, we do not support the use of this report. 

Proposed solution See question 14, section 3.7.1; and question 35, section 3.8.1. 

 
 

3.9 Statement of Physical Water Flows 

3.9.1 Information to be presented 

Question 37 Are the five line items required to be included in the Statement of Physical Water 
Flows sufficient? 

Response Do not support at this stage 

Rationale � We do not support the title or function of the report or the terms used to label 
the line items included in this report. Our preference is to change the name of 
the Statement of Physical Water Flows report to Statement of Inflows and 
Outflows and include accruals, if any, as additional lines after the item net 
physical inflows / (outflows). 

� The low number of accruals discovered to date and the fact that many water 
entities do not have any accruals indicate that we could reduce the required 
statements from three to two. 

� This will represent a significant saving considering the number of water entities 
controlled by the Crown. 

Proposed solution � Combine the Statement of Changes in Water Assets and Water Liabilities and 
the Statement of Physical Water Flows into one report called Statement of 
Inflows and Outflows for those water entities where there are no or a low 
number of accruals.  

� Allow report preparers to use two or three statements if the clarity of their 
reporting is improved. 

� Replace the term net water assets with net available water. 

� The titles of reports and line items are proposed only and DSE believes that 
they should be workshopped with other jurisdictions before final terms are 
settled on. 

� See response to question 35, section 3.8.1. 

 

Question 38 Proposed requirements for when to include additional sub classifications 

Response Qualified support 

Rationale The rationale for deciding when additional sub-classifications are included is 
supported but we recommend changes to the title, items included and terminology 
used in this report. 

Proposed solution See question 14, section 3.7.1; question 35, section 3.8.1; and question 37, section 
3.9.1. 
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3.10 Group Water Accounting Reports 

Question 39 Proposed definition of a group water report entity 

Response Qualified support 

Rationale � DSE supports the concept of a group water report entity. However, we would 
like clarification on what is meant by ‘required to be prepared under regulation, 
statute or directive.’ Who will decide this? 

� If this prescriptive approach is acceptable for determining when a group water 
report entity should report, can a similar approach be used for report preparers?  

� See question 1, section 3.1. 

Proposed solution � Define the situations that will require a group water report entity to prepare 
reports. 

� If a prescriptive approach is to be applied then the exposure draft should 
explain why it will apply for group water report entities and not for water report 
entities. 

 
 

Question 40 Proposed definition of a group water accounting report 

Response Support 

Rationale N/A 

Proposed solution N/A 

 
 

Question 41 Are the circumstances under which a group water accounting report should be 
prepared clear? 

Response Qualified Support 

Rationale ED AWAS 1 needs to explain the circumstances under which a group water 
accounting report is required. 

Proposed solution See question 39, section 3.10. 

 
 

Question 42 Proposed procedures for preparing a group water accounting report 

Response Support 

Rationale N/A 

Proposed solution N/A 

 

3.11 Note disclosures 

Question 43 Proposed disclosure requirements about quantification approaches 

Response Support 

Rationale N/A 

Proposed solution N/A 
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Question 44 Proposed disclosure requirements about future prospects of the water report entity 

Response Qualified support 

Rationale The GPWARs represent the situation as at a point in time, usually 30 June. 
Information published about future prospects will be quickly overtaken by seasonal 
conditions. Information about future prospects for allocations or the lifting or 
imposing of restrictions should be provided in regular updates, not in a static, once-
a-year report. 

Proposed solution Include the ability to make a reference to a web site or other mechanism whereby 
users can obtain current information on future prospects. 

 
 

Question 45 Proposed disclosure requirements about trading of rights that relate to water of the 
water report entity 

Response Qualified support  

Rationale � DSE acknowledges that a private water entity should disclose its water market 
activity in its notes if it is required to prepare or chooses to prepare GPWARs. 

� For water entities that DSE may report: 

o Water market activity for particular river basins and distribution 
systems is already disclosed in the Victorian Water Register. 

o Water market activity for situations where water corporations have 
purchased or sold water should be disclosed in the relevant annual 
reports. 

� DSE prefers not to have multiple sources for the same information. 

Proposed solution � DSE will include a reference to the water register or annual report in the 
disclosure notes. 

� Other report preparers that have not reported this information elsewhere should 
include a disclosure note. 

 
 

Question 46 Proposed disclosure requirements about environmental, social and cultural, and 
economic benefit 

Response Qualified support  

Rationale � DSE recognises that there will be interest in how water has been used and the 
benefits that are derived from that water. 

� Our concerns with the exposure draft are: 

o Some water is used for multiple purposes and the exposure draft 
gives no guidance on how to treat water that has multiple benefits; 

o Definitions of social and cultural benefits would be helpful  

o The exposure draft does not provide any transition arrangements 
for information that we are unable to gather or where the 
methodology and data gathering techniques will take time to 
develop; and 

o Compliance requirements will be reported in annual reports or other 
documents, e.g. passing flows are in annual reports. 

Proposed solution � Provide definitions and guidance on how to deal with water that is used for 
multiple purposes. 

� Provide transition arrangements for hard to gather information like this. 

� Refer to annual report or other document for compliance requirement. 
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Question 47 Are circumstances under which segment information would be required to be 
provided clear? 

Response Qualified support 

Rationale � DSE supports the inclusion of segment reporting in ED AWAS 1. However, 
DSE and similar organisations are likely to report some water entities as 
segments. This is because: 

o There are too many water entities to justify preparing GPWARs for 
all of them; 

o Users of reports will want to see the water entity placed in its 
appropriate context which in many cases will mean that the water 
entity needs to be shown alongside similar, related water entities. 

o Inflows and outflows between water entities are extensive, and 
separate reporting will obscure the interdependencies between 
many of the water entities on which DSE should report. 

� Under the existing definitions of water report entity, water entity and the 
proposed disclosure requirements for segments it would be possible to argue 
that a town like Kyneton is a water report entity, a water entity or a segment.  

� The definitions provided in ED AWAS 1 are subject to interpretation. Unless 
reporting arrangements are prescribed, and towns like Kyneton designated as a 
water report entity, a water entity or a segment, report preparers will inevitably 
have conflicts with auditors and users of reports about the appropriate 
classification of the entities on which they are reporting. 

Proposed solution � Provide explicit examples of what constitutes a water report entity, a water 
entity and a segment with reasons supporting these classifications. 

� Have regard for the reporting burden and the interdependencies between water 
entities when preparing the examples. 

� Prescribe who should prepare GPWARs and the entities on which they should 
report. 

� Provide appropriate transition arrangements so that report preparers can meet 
reporting requirements. 

 

Question 48 Proposed disclosure requirements for segments 

Response Qualified support 

Rationale We have concerns about using the terms water assets and water liabilities. 

Proposed solution See question 14, section 3.7.1. 

 

Question 49 Circumstances under which an event after the reporting period would be classified 
as either an adjusting event or non-adjusting event 

Response Support with qualifications  

Rationale The definition of non-adjusting events after the reporting period and the specific 
examples (guidance) provided in paragraph 135 provide clarity around the 
circumstances under which a post reporting period event would be classified as this 
type of event.  The specific example  

 

While the definition of adjusting events after the reporting event makes clear the 
circumstances under which a post reporting period event would be classified as an 
adjusting event, this would be enhanced by providing specific examples/guidance 
for the first three examples provided at paragraph 40.  
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Proposed solution Provide guidance/ specific examples of types of information or events that would 
require adjustments to be made to volumes of items recognised in the water reports 
or recognition of items that were not previously recognised. 

 

 
 

Question 50 Proposed treatment of adjusting events after the reporting period 

Response Support 

Rationale N/A 

Proposed solution N/A 

 
 

Question 51 Proposed treatment of non-adjusting events after the reporting period 

Response Support 

Rationale N/A 

Proposed solution N/A 

 

3.12 Implementation guidance 

Question 52 Appropriateness of implementation guidance 

Response Qualified support 

Rationale DSE supports the need for implementation guidance. However, in regard to the 
work included in the ED AWAS 1 we offer the following comments: 

� As previously discussed, our preference is that water report entities (report 
preparers) and water entities are prescribed, with examples and reasons 
provided. 

� At a minimum, the implementation guide should provide more guidance on 
interpretation of a water report entity and water entity. 

� In our view the guidance on future prospects is misleading because it implies 
that this is the only position, whereas it is highly likely that the information in the 
report has been overtaken by more current information. 

� We do not agree with the implementation guidance on accrual accounting 
because we are not convinced that the declaration of an allocation creates a 
liability. As previously indicated we do not support the use of the terms water 
asset and water liability. 

Proposed solution � Revise implementation guidance as indicated above. 

� Involve the preparers of these reports in the development of implementation 
guidance.  

 
 

Question 53 Additional or alternative implementation guidance 

Response Qualified support 

Rationale Please see response to question 52, section 3.12 

Proposed solution As above. 
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3.13 Model reports 

Question 54 Are the model reports useful in illustrating the application of ED AWAS 1? 

Response Qualified support 

Rationale � The model reports are useful in illustrating the application of ED AWAS 1. 

� The number of pages devoted to each water report entity demonstrates the 
volume of information required to service ED AWAS 1 and the amount of paper 
that users will have to wade through if the reports are prepared in hard copy.  

� The model reports clearly demonstrate the amount of work involved. They may 
overwhelm and deter many people from getting started on water accounting. 

� DSE has some issues with the Wallaroo model reports, particularly the 
complexity of the Statement of Changes in Water Assets and Water Liabilities 
and the treatment of allocation in these accounts. 

� We have a number of experienced accountants and water industry experts who 
have struggled to interpret the Wallaroo model reports. 

� Our issues in understanding these accounts have confirmed our view that a 
careful transition is required, with enough flexibility offered to enable preparers 
of the reports to focus on the preparation of meaningful accounts, rather than a 
tick-the-box approach which requires the report preparers to meet every 
requirement of ED AWAS 1 and in the process compromise the opportunity for 
report users to obtain key information. 

Proposed solution � Seek to simplify the exposure draft, with the focus on reducing the number of 
statements and the disclosure notes where possible. 

� Use water terminology in order to improve the meaningfulness of the reports. 

� Simplify the sign-off requirements for the Accountability Statement. 

� Offer transition arrangements that will encourage people to participate in water 
accounting. 

� The model reports and the estimated numbers of water report entities and 
water entities should be used in the cost-benefit study as the model reports 
demonstrate the amount of work that is required to satisfy ED AWAS 1. 
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4 Others matters of concern 

4.1 Transition arrangements 

 
DSE would like to discuss possible transition arrangements with WASB. Issues that may be able to be 
alleviated by appropriate transition arrangements include: 

� How we deal with lack of information, such as water in stock at 30 June for wetlands, or water 
movements between groundwater and surface water or our inability to classify the water into 
economic, social or cultural or environmental benefit; 

� Establishing uniformity between report preparers on how to calculate inflows, evaporation, etc. 
and when certain methods are acceptable. ‘Representational faithfulness’ can be different in the 
eyes of different preparers and it may be difficult to unwind or change practices once water 
accounting information has been calculated and published. Uniformity is also likely to be required 
for some water entities. For example, the line items on water accounting statements for wetlands 
in the MDB should probably be common.  

� Agreement on who should prepare reports, on what water entities they should report, and by 
when; and 

� Agreement on an appropriate timeline, process and associated criteria for transition to mandatory 
reporting. 

 
A careful transition is required, with enough flexibility offered to enable preparers of the reports to focus 
on the preparation of meaningful accounts, rather than a tick-the-box approach which requires the report 
preparers to meet every requirement of water accounting standards and in the process compromise the 
opportunity for report users to obtain key information. 
  

4.2 Assurance Statement 

At this point, WASB has not initiated any discussions with DSE regarding the development of an 
Assurance Standard. 
 
DSE understands that a consultation paper on the assurance of general purpose water accounting 
reports is being developed for release in August 2011, with a two month period for public comment.  
There are a number of issues that we would like to discuss including: 

� Likely timeframe for development and implementation of the standard; 

� The costs of assurance and our view that in some cases the cost of reporting and assurance will 
be higher than the preparer’s annual water bill; 

� Who the providers of the independent assurance will be and who will fund appropriate training in 
water matters if WASB decides that the accounting profession are appropriate providers; 

� What qualifications and experience will be required of the providers of assurance services and 
how report preparers and users of the reports can gather confidence in the qualifications and 
experience of the individuals and organisations providing the independent assurance; and 

� Whether it is appropriate to develop this standard at this point given the breadth of issues 
outstanding with ED AWAS 1 and the relative inexperience by many jurisdictions in the 
preparation and implementation of water accounts across Australia. 
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4.3 Costs and benefits 

A strong commitment was made in the early days of the National Water Initiative and its focus on water 
accounting to conduct a cost-benefit study prior to the implementation of water accounting standards. 
 
DSE understands that WASB is in the process of designing a cost-benefit study (being referred to as an 
‘effects analysis’) and that it will consult with DSE during the course of the analysis. We are concerned 
that the exposure draft has been released prior to the completion of the effects analysis.  
 
In most cases, cost-benefit studies look at options and are an integral part of determining the best 
solution. In this case, the solution appears to have been effectively pre-determined by the release of the 
exposure draft before the effects analysis. 
 
We would like the effects analysis to look at a range of options, with particular focus on the potential 
application of the standard. As has been previously indicated in this paper, we have concerns about the 
potential reach of the standard and the impacts on individuals and small organisations. 
 
We would like WASB to obtain separate costs and benefits for water accounting at four levels: 
 

� States and territories as report preparers; 
� States and territories and water providers as report preparers; 
� Listed companies as report preparers; and 
� Individuals, farmers, syndicates and other small businesses as report preparers.  

 
If possible, it would also be useful to distinguish between the costs and benefits associated with ‘must 
haves’ and ‘nice to haves’. For example, do we need all of the detailed sign offs in the Accountability 
Statement?  
 
DSE hopes that WASB will have regard for the costs and benefits when resolving who will have to 
prepare GPWARs and on what water entities they will have to report. Ideally, WASB will work with States 
and territories to determine the numbers of report preparers and the numbers of water entities and 
segments on which they will have to report. The model reports can then be used to help calculate the 
costs associated with ED AWAS 1.  
 
We see high costs and low benefits in requiring individuals and small organisations to comply with water 
accounting standards.  
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5 Proposed approach to implementation  

5.1 Introduction 

DSE has developed a proposed implementation approach that it believes can comply with the intent of 
ED AWAS 1 and offer an efficient water accounting and reporting solution for water corporations and 
users of water accounting information in Victoria. 

 
ED AWAS 1 seems well aligned to assisting a private water report entity prepare GPWARs. But the 
Crown controls many interrelated water entities and DSE wants to make sure that it can meet the needs 
of water users who are interested in water controlled by the Crown. 
 

5.2 DSE as water report entity 

DSE has developed an implementation approach based on the following: 
 
� The Crown controls all water in Victoria to the point of delivery to a private customer;  

� GPWARs for water report entities controlled by the Crown must reconcile, e.g. if Goulburn-Murray 
Water has an outflow of 150 ML to Coliban Water then Coliban Water must have an inflow of 150 ML; 

� DSE currently prepares water accounting reports on behalf of Victoria; 

� Users of information will not want to wade through multiple reports prepared by multiple 
organisations; 

� Users will want to be able to compare results across different water entities; 

� Users will want to be able to see aggregated results and then drill down to their areas of interest; 

� Water corporations (and some other organisations) will be responsible for the gathering of water 
accounting information and confirming whether it has been gathered in accordance with instructions 
issued by DSE; 

� DSE will process the information and prepare the water accounting reports; 

� Water corporations and DSE will check the results before publication; 

� Water accounting reports will be presented on the water register web site; 

� The web site will follow the outline of the exposure draft with separate sections for Contextual 
Statement, water accounting statements, Accountability Statement, Note disclosures and Assurance 
Statement. 

 

5.3 One water accounting system for Victoria 

All relevant accounting events will be transformed into double entry water accounting transactions. Each 
transaction will record the following information: 
 
� Date 

� Transaction description 

� Volume 

� Debit account 

� Credit account 

� Dimension (describes managing water entity and physical water entity) 

 
All transactions will be posted to the general ledger module of the Victorian Water Register. 
 
Information for the water accounting events, Contextual Statement, Accountability Statement, etc will be 
gathered and submitted by water corporations and other information providers according to instructions 
issued by DSE. Information providers will be required to sign off on their compliance with information 
gathering requirements. 
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DSE will be responsible for entering data, producing water accounting statements, eliminations, segment 
reports, reconciliation with information submitted and preparation of the Contextual Statement and the 
Accountability Statement. 
 
Information will be reviewed by DSE and the relevant water corporation or information provider prior to 
sign off. 
 

5.4 Benefits 

There are significant benefits with this approach, including: 
 
� Quality control over water accounting; 

� Consistency across all river basins and distribution systems in Victoria can be assured; 

� Work to date has indicated that this is the lowest cost option; 

� A one-stop-shop is offered for users wanting water accounting information on river basins, wetlands, 
interceptions, etc. 

� On line comparisons can be made between different river basins, inflows and outflows, water use 
and losses in distribution system, etc. 

� A Victorian Water Account can be produced, with the ability to drill down to the relevant river 
basin, wetland, irrigation area, town, recycled treatment plant or desalination plant. 

� Trend analysis can be made over time; and 

� One set of numbers is used for policy analysis and communication. 

 
 
 
 

 


