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Q1.

Which of the three alternatives do you prefer for a standard on assurance engagements on
General Purpose Water Accounting Reports (GPWAR)? Please provide reasons to support
your view.1

It is understood that alternative 3 is the preferred approach of the
WASB and AASB. This involves the development of a new standard
that relates specifically to water accounting processes, but draws on
existing available and relevant standard on assurance. This
approach is considered reasonable.
Q2.

Do you agree that the qualifications’ requirements in the proposed assurance standard
should be principles-based and not prescriptive? Please provide reasons for your view.

Yes, a principles based approach is considered appropriate for
assurance engagements. A principles based approach provides a
more flexible format for assurance engagements, which allows for
support input from relevant technical and non-technical experts as
relevant. Currently those familiar with the discipline of water
accounting come from diverse backgrounds and include
Q3.
If you answered ‘yes’ to Question 2, are the suggested qualifications’ requirements and
accountants, engineers and statisticians. The principles-based
guidance in paragraphs 23-24 appropriate?
approach provides the flexibility to select auditors who have acquired
Therelevant
qualifications’
requirements
the ideal,
but in
practise,
the
skills via
experience,represent
but who may
not have
appropriate
in may be difficult to find auditors who meet all of the criteria. Rather
qualifications.
than
require the
lead auditor
hold all of these
A prescriptive
requirement
fortoqualifications
maycompetencies,
inadvertently the
standard
should require
that the auditing
team collectively
exclude relevant
and knowledgeable
individuals
from waterhold these
competencies.
accounting assurance engagements. A prescriptive approach may
also
require
significant
effort
to determine
the appropriate
Q4.
Are
there
any other
qualifications’
requirements
and guidance
that should‘formal’
be included in
qualification
of
relevance
for
assurance
engagements,
develop such
the assurance standard?
a qualification, and continually monitor and manage qualified
Yes.
practitioners.
The requirements
in paragraphs
23-24
could be
updated
to include
Reflecting
on experiences
with other
industry
groups
in which
reference
to
the
Australian
Water
Accounting
Standard.
It
is that
‘formal’ qualifications are required for membership highlights
suggested
that thecan
assurance
team
have
such approaches
not always
beshould
assumed
to some
ensure the
understanding
of
the
standards
that
need
to
be
followed
in the
qualifications remain appropriate over time.
preparation of a GPWAR.
Q5.
Do you think that the standard should be available for application by anyone with
Knowledge of the different levels of accuracy in the quantification
appropriate skills and who can meet appropriate ethical and quality control requirements,
approaches used in the preparation of the GPWAR is a key
or do you believe it should be restricted to only those persons with particular accreditation
requirement necessary for assurance practitioners. In many
from certain bodies?
instances, estimates or models will be used as data sources and the
As
noted above,
a principle
based
approach
is recommended.
This
assurance
practitioner
should
be able
make an
informed decision
would
allow
the
assurance
standard
to
be
applied
by
any
individual
regarding the suitability of various inputs.
who
meets the
relevant
skills
competency
requirements.
The auditing
team
should
alsoand
have
an understanding
of what An
data
alternative
approach
may
restrict
the
number
of
available
assurance
was used to quantify the water volumes and who collected the data.
practitioners.
They should also be aware of the different levels of certainty that
Accreditation
would
have similar
to the
prescriptive
may occur across
different
water issues
resource
systems.
For instance,
requirements
noted
in
the
response
to
question
2.
If
this detailed data
systems with a high level of investment may have more
accreditation
was developed
specifically
water accounting
available
compared
to other locations.
Anfor
assurance
practitioner
assurance
engagements,
significant
effort
in
establishment
would be
should have an overview knowledge of water resources
1 It is suggested that respondents may wish to reconsider Question 1 after reviewing the entire consultation paper as
required.
Thisacross
may
delay
any ability
for practitioners
to undertake
management
Australia
to ensure
the assurance
process
other key
issues may influence
the response
to this question.
accredited
assurance
takes
this into
account.engagements while the process is being
developed. Drawing on an existing accreditation process would
minimise the up-front effort required, however it assumes that the
accreditation is relevant to water accounting assurance
engagements.
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Q6.

Please provide details of regulators that may be appropriate to set accreditation
requirements for assurance practitioners performing engagements on GPWAR.

Formal accreditation is not considered appropriate. However, if this
approach is taken, it is suggested that the National Committee on
Water Engineering through Engineers Australia be consulted.

Q7.

Q8.

Q9.

Q10.

Do you agree that the proposed assurance standard should include a requirement relating
to compliance with relevant ethical principles, including independence?

The issue of independence is an important one for consideration,
particularly when seeking technical input into GPWAR and
assurance engagements. It is considered likely that water industry
input would be required in both the preparation of the accounts and
undertaking of the assurance process. However, water resources
expertise
is held within
small
industry38,
and
many instances
it may
Would
a requirement
such asathat
in paragraph
withinadditional
guidance such
as that
be difficult to find independent individuals and/or organisations to
in paragraph 39, cover assurance practitioners from a range of backgrounds?
provide input into both GPWAR and assurance engagements.
These
paragraphs
appear
be under
the assumption
that
It may be
more relevant
to to
consider
objectivity
for the purposes
of
assurance practitioners
come
from
an
accounting
background.
As
engagements, rather that independence, given the
they
stand,
these paragraphs
not provideinput.
strong
relevance toit may
potential
challenges
in seekingdoappropriate
If necessary,
water
industry
technical
specialists
that
may
be
involved
in
be possible to obtain independence by introducing appropriate
assurance
engagements.
controls within
an organisation.
Do you believe that appropriate safeguards relating to threats to independence can be
put in place to ensure the integrity of the assurance process? If so, please list some of
those safeguards?

Options include:
* Utilisation of staff from separate offices / sections of the
organisation where it is essential for involvement in both the
preparation of GPWAR and assurance engagements
* Chinese walls where individuals from the same organisation may
be involved in both the preparation of GPWAR and assurance
Please provide details of codes of ethics or conduct, or other professional requirements,
engagements.

or laws and regulations, covering other professional groups that may be involved in
assurance engagements on GPWAR, which contain similar ethical requirements to those
contained in the Code of Ethics for Professional Accountants.

Engineers Australia has a code of ethics. However, there is no
requirement within the engineering fraternity for water industry
experts to be members of Engineers Australia so this code may not
be universally applicable to technical experts involved in water
accounting and assurance. Without a detailed review of the Code of
Ethics for Professional Accountants it is not possible to confirm the
consistency with the Engineers Australia code. However, preliminary
understanding of these codes is that there does not appear to be the
same ramifications or scrutiny around adherence to the engineering
code of ethics.
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Q11.

Q12.

Should assurance be provided on the GPWAR as a whole, taking into account each
component of the GPWAR: the Contextual Statement, water accounting statements, note
disclosures and the Accountability Statement?2

Yes. GPWAR may represent a physical region in which the water
resources have been managed by a number of different entities.
The persons preparing the GPWAR may not have responsibility for
managing all of the water volumes reported in the GPWAR. It is
therefore important that the whole GPWAR be audited to ensure the
actions of all water managers are reported appropriately.

Should assurance be provided on the Contextual Statement in a GPWAR?

Yes, as per comments to Q11.

Q13.

Do you consider that assurance can be provided on each of the three aspects covered in
the Accountability Statement? Please provide reasons to support your views.

Yes, as per comments to Q11.

Q14.

Q15.

2

Would the assurance practitioner need to perform any specific or additional procedures in
relation to the unaccounted-for difference?

Yes. The practitioner should assess if the unaccounted-for
difference is due to uncertainty associated with water volumes, or if
there is a high likelihood that there are either errors or if an item
required for a hydrological water balance is missing. The auditing
process already addresses potential errors. The auditor should then
consider the reported accuracy of the terms in the accounts to
Are there any other items or elements within the components of a GPWAR that present
determine the likelihood that an important process has been left out
complexities in terms of assurance?
of the accounts.
No comment at this stage.

Respondents may wish to reconsider Question 11 after reviewing paragraphs 46-54 and Questions 12 and 13.
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Q16.

Q17.

Q18.

Q19.

Should the proposed assurance standard allow for both reasonable and limited
assurance?

Yes. Reasonable assurance may be required when the accounts
are first prepared for an entity or when there have been major
modifications. In subsequent years limited assurance may be
appropriate.
Additionally, the level of assurance relevant for a GPWAR may
depend upon the location and specific intent of the GPWAR. In some
If you consider that limited assurance should be covered in the proposed standard for
regions,
the level of investment and data available may be
assurance engagements
on GPWAR,
please identify
the circumstances
which limited
significant,
with a range
of stakeholder
groups
interested ininthe
assurance might
appropriate.
GPWAR.
This be
may
be the case for systems that are heavily
Further
to
the
comments
provided
to question
16, it
is considered
managed with implications
on livelihoods.
In such
situations,
user
that a limited
assurance
engagement
may
also be relevant
in
interest
may require
a reasonable
level
of assurance.
This would
be
instances
necessarywhen:
to demonstrate that investment objectives are being met,
*and
Little
changed
in the preparation
the GPWAR from
to has
provide
justification
for continuedofmanagement
of theprevious
region.
years,
and re-evaluation
of the may
quantification
methods
is not as the
In comparison,
some locations
not require
such scrutiny
required.
systems are of more limited interest. In these locations, a limited
Do you agree that single-layered assurance reports are preferable for GPWAR? Please
*assurance
The level engagement
of assurancemay
provided
is not considered important to
suffice.
provide reasons to support your views.
users of the GPWAR; and
For
simplicity,
it is considered
reasonable
thatare
a single
layeredto
* The
implications
of the assurance
outcome
not deemed
assurance
report is undertaken.
This will ensure the conclusions are
warrant
a reasonable
level of assurance.
more transparent for users and the process to be followed for
assurance practitioners is clear.
Do you agree that the proposed standard for assurance engagements on GPWAR should
include requirements and guidance relating to the content of the assurance report to
promote consistency in assurance reporting?

Yes, providing descriptive requirements and guidance on the content
require in assurance reports would help to ensure that all required
elements are reasonably reported, particularly in the first few years
of preparation.
Q20.

Do you consider that illustrative assurance reports would be helpful and should be
included in the proposed assurance standard?

Yes, illustrative assurance reports would provide practitioners
guidance on the assurance report process, format, content and
structure. This is considered useful, particularly in the first few years
of preparation.
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Q21.

Should the proposed assurance standard include requirements and guidance on the
different types of assurance conclusions that may be included in an assurance report on
a GPWAR?

No comment.

Q22.

Are the types of assurance conclusions discussed in this consultation paper relevant to
assurance engagements on GPWAR?

No comment.

Q23.

Should the proposed assurance standard include requirements and guidance on
Emphasis of Matter and Other Matter paragraphs in the assurance report?

No comment.

Q24.

Please provide examples of matters that may be included in an Emphasis of Matter
paragraph in an assurance report on a GPWAR.

No comment.

Q25.

Please provide examples of matters that may be included in an Other Matter paragraph in
an assurance report on a GPWAR.

No comment.
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Q26.

Do you agree that it is appropriate to use a principles-based approach, rather than
prescribing a numeric level for materiality in the proposed standard for assurance
engagements on GPWAR?

It is appropriate to use a principles based approach rather than
prescribing a numeric level for materiality in the proposed standards
for assurance engagements on GPWAR.

Q27.

Are there any specific considerations necessary in the application of ‘traditional’ assurance
procedures to assurance engagements on GPWAR?

Given the various challenges involved in applying ‘traditional’
assurance procedures, it may be relevant to undertake an assurance
engagement to a limited level rather than a reasonable level of
assurance in some situations.
Q28.

Are there any other procedures that have not been identified that you consider would be
applicable to assurance engagements on GPWAR?

No comment.

Q29.

Q30.

Should the proposed assurance standard include requirements and guidance relating to
using the work of assurance practitioners’ experts?

As per comments in the Consultation Paper and in responses above,
it is considered likely that an assurance team will require the use of
experts to ensure the team collectively has all relevant skills and
experience required to undertake the assurance engagement. The
selection of an appropriate expert should take into account the
relevant
competencies required. This will likely vary with different
Are there any special considerations that are required when the assurance practitioner
assurance engagements, depending upon the structure of the
uses the work of an assurance practitioner’s expert in an assurance engagement of
assurance team. As such, it may be difficult for the assurance
GPWAR?
standard to provide prescriptive guidance for the use of experts.
Refer
to comments
in Q29.
However,
it is suggested
that the assurance standard include
information on the responsibility associated with different roles on
assurance engagements.
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Q31.

Should the proposed assurance standard include requirements and guidance relating to
using the work of management’s experts?

As noted in the Consultation Paper, it is recommended that
assurance practitioners have the ability to understand and interpret
the work undertaken by the management’s expert.

Q32.

Q33.

Are there any special considerations that are required when the assurance practitioner
uses the work of a management’s expert in an assurance engagement on GPWAR?

Further to the comments in the Consultation Paper that suggest it is
necessary to understand the competencies and work completed by
the management’s expert, it is also relevant to consider the terms
under which the management’s expert was engaged. It is important
that the assurance practitioner can fully understand the data quality
implications
ofany
theinternal
termsaudit
of engagement
of a management
Are
you aware of
functions that perform
work related to expert.
the water
accounting function of a management group likely to be a GPWAR preparer and, if so,
should the assurance standard provide for the use of the work of internal audit by the
assurance practitioner?

No comment

Q34.

Q35.

Are you aware of any QA/QC, or peer review, functions undertaken that are related to the
water accounting function of a management group likely to be a GPWAR preparer?

Yes. The Victorian Department of Sustainability and Environment
prepare the Victorian Water Accounts on an annual basis. The data
collated as input and the resulting accounts are reviewed through a
significant quality control and peer review process. This includes
reviews undertaken by the consultant commissioned to undertake
the account
as wellofas
further
review
within
the have on
What
impact, if preparation
any, will the existence
QA/QC,
or peer
review,
functions
Department by individuals with knowledge on particular components.
assurance engagements on GPWAR?
While these accounts are not currently prepared under the AWAS, a
QA/QC
activitiesmay
provide
an overview
review
of the content
and
similar process
be applicable
for the
preparation
of a GPWAR.
suitability of information in a GPWAR. This process is important in
giving preliminary confidence in the GPWAR outputs. It is likely that
some of the processes followed in the QA/QC review would be
useful for assurance engagements. For instance, this may include
following up the type and sources of data used in the preparation of
the GPWAR.
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Q36.

Q37.

Are you aware of any group water report entities involving more than one component entity
or of a water report entity involving a number of components of a water system? If so,
please provide details.

Currently, the Victorian Department of Sustainability and
Environment prepares Victorian Water Accounts on a river basin
scale. This spatial scale of the accounts requires the collation and
aggregation of data from a number of different authorities who
manage groundwater and surface water extractions, environmental
water entitlements, water storages, water trading, recycled water,
Should the proposed standard for assurance engagements on GPWAR provide
and other components of the system.

requirements and guidance for group assurance practitioners when using the work of
component assurance practitioners?

Given the likely preparation of GPWAR that require the collation of
data from a collection of authorities, it seems reasonable that the
assurance standard should also provide guidance on the
requirements for assurance engagements in these instances.
Q38.

What should be the assurance practitioner’s responsibilities regarding information
included in the Future Prospects note in a GPWAR?

In most instances, information presented in the Future Prospects
note could be incorporated into an assurance engagement as noted
in Paragraph 134 of the Consultation Paper.

Q39.

Q40.

Does the information in the Future Prospects note in a GPWAR present any challenges for
assurance practitioners? If so, please provide details.

The nature of information available regarding Future Prospects is
highly variable across different organisations in different locations. In
some jurisdictions, this information is required for medium and long
water planning, and relevant information may be publically available
within periodic publications. In other jurisdictions, the information
may
be publically
reported
andforaGPWAR
more onerous
process may
be
Shouldnot
the proposed
assurance
standard
include requirements
regarding
required to undertake an assurance engagement.
subsequent events?
Additionally, there may be unforeseeable circumstances that alter
No
the comment.
information reported in publications and GPWAR Future
Prospects notes. For instance, bushfires, dam break or severe
climate conditions may require an immediate response that differs
from the future prospects previously established through water
planning activities. In these cases, an assurance practitioner may
need to invest significant effort to confirm the Future Prospects note
in a GPWAR.
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Q41.

Please provide examples of adjusting events after the reporting period, as defined in ED
AWAS 1, together with any assurance implications arising from them.

No comment.

Q42.

Are there any circumstances that would warrant the provision of assurance less frequently
than the frequency of the preparation of the GPWAR?

As noted in previous responses, it is suggested that detailed
assurance engagements can be used for GPWAR when first
prepared or when significant changes have been implemented. In
subsequent years, it may be appropriate to undertake a limited
assurance engagement.
Q43.

What are the implications for the usefulness of an assurance report where a limited
assurance engagement is undertaken in one period, followed by reasonable assurance in
the next period, if the assurance conclusion must be modified as a result?

This approach is considered reasonable in particular situations. For
instance, when it is well understood that there have been no major
modifications to the approach used to prepare the GPWAR, a limited
assurance engagement may be warranted. Any subsequent change
to the method may require a reasonable assurance engagement and
the outcomes of this engagement would reflect the most up to date
Other comments not covered in the questions above
process.
The effort and subsequent timing associated with the assurance
engagements should be considered, as there may be a lag effect
associated with any recommendations for subsequent GPWAR
preparation. For example, the preparation of a GPWAR for the
2010-11 period may commence in mid-late 2011 and be ready for
assurance to commence in mid-late 2012. This process may be
finalised by mid 2013. During this time, the 2011-12 account would
also be prepared. Due to the time and effort required, any
recommendations out of the assurance of the 2010-11 account may
only become available for incorporation into the preparation of the
2012-13 account. As such, there may be a delay in incorporating
updates required as a result of the assurance conclusions unless
there are processes in place that ensure the timely preparation of
accounts and assurance engagements.
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