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ABOUT THIS REPORT

Water Corporation Report 2008 is a review of our 

operations for the fi nancial year ending 30 June 2008.

This Report is produced in accordance with the provisions 

of the Water Corporation Act 1995 and other relevant 

legislation, which governs our operations. It is provided to 

the Minister for Water Resources as our sole shareholder.

This year we have changed the structure to highlight our 

progress towards sustainable operations as well as key 

events and initiatives. 

To provide feedback on this report, 

email report@watercorporation.com.au 

Previous reports can be found in the publications section 

of our website: www.watercorporation.com.au 

For customer enquiries or feedback about 

Water Corporation services, email 

cust_centre@watercorporation.com.au 

ISSN 1447-4212 

www.watercorporation.com.au
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SECTION 1

OUR ORGANISATION

Water Corporation Report 2008

We have regional offi  ces located in Perth, Bunbury, Albany, 

Karratha, Geraldton, Northam and Kalgoorlie which allow our 

people to provide a high level of professional expertise to 

customers in communities throughout the State.

OUR PURPOSE

Our purpose is “Sustainable management of water services 

to make Western Australia a great place to live and invest.”

As an organisation we take a long-term view. Sustainable 

management means we manage for both the present and 

the future – ensuring that our water sources, services and 

infrastructure meet current and anticipated needs without 

compromising those of future generations or the environment.

We are proudly Western Australian, and aspire to making 

Western Australia a great place. It’s our aim to add value to the 

many communities with which we interact right across our cities, 

towns and regional areas.

We are the principal supplier of water and wastewater services 

in Western Australia and supply reliable and safe drinking water 

to almost two million customers.

We also provide wastewater and drainage services to hundreds 

of thousands of homes, businesses and farms and provide bulk 

water to farms for irrigation.

We are owned by the Western Australian Government and are 

accountable to our sole shareholder, the Minister for Water 

Resources, for delivery of our services in a commercial manner. 

The majority of our profi ts are returned to the Government as 

a dividend to contribute to the development of the State.

We draw on a history of excellent performance with 100 years 

of commercial and technical experience, responsible 

environmental management and community partnerships.

We currently directly employ approximately 2500 people and 

manage more than $11.5 billion in water supply, sewerage 

and drainage infrastructure.

14,684 
kilometres of wastewater mains

259 
water treatment plants 60 

recycled water schemes

352,355
million litres of water supplied

http://www.watercorporation.com.au/P/purpose_values.cfm
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We assist in the development of Western Australia by 

delivering the essential water services and infrastructure that 

enable investment in new residential areas, public facilities 

and commercial and industrial enterprises. We engage with 

industry and private enterprise to understand their businesses, 

their needs and their plans, and work with them strategically 

to create sustainable outcomes despite the challenges of this 

vast State and its environment. We also partner extensively with 

private enterprise in the ongoing delivery of water services and 

infrastructure, thereby directly contributing to the health and 

growth of the State economy.

OUR VALUES

We aspire to a constructive culture which supports us in working 

to achieve our purpose of sustainable management of water 

services for the Western Australian community.

Our values are a key component of our culture. They are the 

principles that guide the way we work, drive our behaviour and 

help us to achieve our goals.

Our community

There is hardly a metropolitan area or country town where the 

Water Corporation is not part of the local community.

Every day, we talk to these communities, and work side-by-side 

with them as we deliver services that are fundamental to our 

way of life.

We are dedicated to excellence in customer service, and this 

includes playing our part in supporting local communities and 

involving them in our decision-making processes.

Our responsibilities

We take our responsibilities very seriously and pride ourselves 

on delivering on the commitments we make

We want people to see our organisation as reliable and 

trustworthy, and this often means we will go well beyond what 

is accepted as the minimum we are required to do.

The future

Sustainability is a key principle of our organisation. When we make 

decisions, we make them for both the present and the future – 

in terms of water needs and services, the economy the community 

and the environment. No decision is made without thorough 

examination of all possible environmental consequences.

Delivering quality

A commitment to quality is at the heart of our approach to 

every facet of our organisation and operations. We always take 

a long-term view and do everything to the best of our ability 

and without compromising quality.

Supporting people

We want our people to grow personally and professionally 

as our organisation also grows.

We respect them as individuals and promote the maintenance 

of balance between work and life.

We encourage initiative and ideas, provide access to ongoing 

training and development and work diligently to maintain a 

safe and healthy workplace so that employees and contractors 

go home unharmed at the end of each day.

2,507 
employees

1,066,964 properties served 

148,257 
million litres of wastewater collected

32,635 
kilometres of water mains 

110
dams and weirs 

1,086 
wastewater pump stations 

471 
water pump stations 

2,826 
kilometres drains 

Canning Dam. Image reproduced with permission of Michelle Harrison.
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OUR DESIRED STATE

• Our customers are our advocates.

• We are the point of excellence in Western Australia on all 

matters related to water services.

• We are leaders in sustainability.

OUR STRATEGIES

The following strategies will help get us to our Desired State:

Genuinely engage with our stakeholders

We will focus our energies on delivering excellent customer 

service and building genuine relationships with all our 

stakeholders through timely and meaningful engagement.

Change the way we think and work

We will position ourselves for the future through continuously 

improving our business processes, standardising and simplifying 

what we do and building sustainability principles into all 

our decisions.

Core business – rock solid

We will continue to pursue excellence in our processes with 

a focus on optimising asset management, delivering eff ective 

and effi  cient services and providing quality products to 

our customers.

Security through diversity

We will secure Western Australia’s water future through a diverse 

portfolio of supply and demand programs.

Creating a great place to work

We will create a great place to work where we feel safe, inspired 

and empowered to achieve and where we will sustain and grow 

our capability for the future.

http://www.watercorporation.com.au/P/publications_diversity.cfm
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Security through diversity

• Introduced permanent water effi  ciency measures across 

Western Australia in October 2007 on behalf of the State 

Government.

• Shortlisted two consortia to construct and operate the 

Southern Seawater Desalination Plant.

• Reached full capacity at the Kwinana Water Reclamation Plant, 

supplying 24 million litres of water a day to local industry.

• Completed the 400 million litre Kalgoorlie reservoir and 

7.4 million litre Kambalda storage tank.

Creating a great place to work

• Continuing our plans to improve our culture, we launched our 

re-vitalised values, developed through engagement with our 

employees around the State.

• Launched our expanded community support program, 

which provides employees the opportunity to give back to 

the community and acquire valuable work experience and 

life skills.

• Achieved Gold health and safety accreditation from WorkSafe.

• Notwithstanding the tragic fatality of a contracted worker, 

the corporate Signifi cant Injury Frequency Rate maintained 

a downward trend: recording 7.61, below the target of 8.5.

CHALLENGES AHEAD

• Following all environmental approvals, develop the Southern 

Seawater Desalination Plant.

• Release the Water Forever: Directions paper in late 2008.

• Continue to implement and manage the permanent statewide 

water effi  ciency measures.

• Support behaviour change to achieve our target 

of 100 kilolitres per person consumption for Perth 

residential customers.

200708 ACHIEVEMENTS

Genuinely engage with our stakeholders

• Sought community input on future water sources and services 

required through the Water Forever project.

• Received a Customer Service Institute of Australia award for 

Service Excellence.

• Launched the SewerSmart initiative to provide customers 

with prompt and consistent service from a panel of trained 

plumbers when responding to a sewer blockage.

• Introduced an Indigenous Community Relations Offi  cer in the 

Mid West Region, with positive feedback from stakeholders.

Change the way we think and work

• Launched the ‘Water for all, forever’ advertising campaign, 

combining key messages about managing water supply and 

community demand for water.

• Developed a private sector procurement model for new water 

sources and wastewater treatment plants.

• Signifi cantly contributed to the Economic Regulation 

Authority’s review of developers’ contributions and 

competition in the Western Australian water sector.

Core business-rock solid

• Invested $810 million in capital works for water and 

wastewater services.

• Recorded 100% compliance with health related water quality 

guidelines, across all 244 localities served in Western Australia.

• Signed a new fi ve-year Memorandum of Understanding with 

the Department of Health.

• Opened the Geraldton to Northampton pipeline and Albany’s 

new 25 million litre water storage tank.

• Progressed work related to the new Alkimos and East 

Rockingham Wastewater Treatment Plants, and major upgrades 

at the existing Woodman Point, Beenyup and Subiaco 

treatment plants.

• Upgraded wastewater treatment plants at Bunbury 

and Donnybrook.

• Completed planning for a second wastewater treatment plant 

in Broome to cater for growth, to be commissioned in 2009.

http://www.thinking50.com.au/
http://www.csia.com.au/
http://www.watercorporation.com.au/W/water_sources_new.cfm
http://www.watercorporation.com.au/W/water_sources_new.cfm
http://www.era.wa.gov.au/
http://www.era.wa.gov.au/
http://www.health.wa.gov.au/
http://www.watercorporation.com.au/N/northampton_pipeline.cfm
http://www.watercorporation.com.au/A/alkimos.cfm
http://www.watercorporation.com.au/W/wwtp_woodmanpoint.cfm
http://www.watercorporation.com.au/W/wwtp_beenyup.cfm
http://www.watercorporation.com.au/W/wwtp_subiaco.cfm
http://www.watercorporation.com.au/W/wwtp_bunbury.cfm
http://www.waterwisewaysforwa.com.au
http://www.watercorporation.com.au/D/desalination_plant2.cfm
http://www.watercorporation.com.au/K/kwinana_wrp.cfm
http://www.watercorporation.com.au/K/kalgoorlie_reservoir.cfm
http://www.docep.wa.gov.au/WorkSafe/
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Board performance

Good corporate governance is a fundamental part of the culture 

and business practices of the Water Corporation.

During the year the Board reviewed its performance and 

effi  ciency as a follow up to a 2006 review conducted with key 

stakeholders and leading industry people. The independent 

review reassured the Board that its processes and procedures 

were satisfactory and that minor adjustments only were required 

to maintain performance.

The Board’s Audit and Compliance and Human Resources and 

Remuneration Committees continued to serve as a forum for 

in-depth consideration of essential strategic issues in 2007-08. 

Notably, the Audit and Compliance Committee encouraged 

a strong focus on risk management and mitigation while the 

Human Resources and Remuneration Committee oversaw a 

thorough review of the Corporation’s human resources practices. 

In June 2008, Chief Executive Offi  cer Jim Gill announced that 

he would not be seeking to renew his contract beyond the end 

of the 2008 calendar year. Dr Gill’s strategic leadership since the 

inception of the Corporation 12 years ago has ensured that the 

Corporation has provided excellent service to the community 

and will continue to do so into the future. The Board joins me 

in thanking Jim for his dedication and outstanding leadership 

over a very long period.

On behalf of the Board, I thank management and staff  for their 

continuing support through another challenging year. 

Patrick O’Connor

Chairman

CHAIRMAN’S OVERVIEW

The Western Australian Government in May 2007 released 

its State Water Plan, including a priority action for the Water 

Corporation to engage with the Perth community on their future 

needs for water services.

Responding to that initiative, in October we launched Water 

Forever, which looks 50 years ahead to deliver an integrated 

strategy for water, wastewater, drainage and recycling initiatives. 

This process is continuing with signifi cant community input.

The year saw the Economic Regulation Authority (ERA) hold 

an inquiry into Competition in the Water and Wastewater 

Services Sector.

We support many of the ERA’s fi ndings and recommendations. 

However, we have serious concerns relating to a proposal 

that an Independent Procurement Entity (IPE) be established 

to take over the Corporation’s water source planning and 

procurement functions.

It is the Board’s contention that the proposed model fragments 

decision-making on planning and provision of future water 

and wastewater services. Also, given the climate risk and other 

uncertainties associated with developing new water sources, 

the Board believes it will not attract strong private sector 

participation. After extensive consultation with the private sector 

in 2007, the Corporation developed a more robust model that 

we believe will maximise eff ective participation by the private 

sector, while ensuring security of supply and the integration 

of source procurement with overall scheme planning.

The model proposed by the ERA does not exist anywhere in 

the world. Further, it is a fact that the Water Corporation has 

been uniquely successful in an Australian context in enabling 

Western Australia to withstand the impacts this decade of 

the drying climate. The Board will continue to encourage 

management to make representations to the Government 

on this issue in 2008-09.

In October of this fi nancial year we 

launched Water Forever, which 

looks 50 years ahead to deliver 

an integrated strategy for water, 

wastewater, drainage and 

recycling initiatives.

http://portal.water.wa.gov.au/portal/page/portal/PlanningWaterFuture/StateWaterPlan
http://www.thinking50.com.au/
http://www.thinking50.com.au/
http://www.era.wa.gov.au/
http://www.watercorporation.com.au/W/water_sources_new.cfm
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CEO’S OVERVIEW

We continue to stay ahead of the challenge of drying climate.

Supply security on the major Integrated Water Supply Scheme 

is satisfactory thanks to a multi-faceted approach termed 

Security Through Diversity, embracing not only new sources 

but a great range of measures across the community, industry 

and Government.

Security will receive a boost in 2011 with the completion of the 

second desalination plant near Binningup south of Perth. As a 

climate-independent year-round source, this plant will enable us 

to reduce pressure on the Gnangara Mound while retaining its 

fl exibility to supply at higher levels during drought conditions. 

The plant will be capable of being doubled in size if required to 

cater for growth to 2020.

Exciting progress is being made on Water Forever, an important 

planning process in which we are working with the community, 

Government and industry to provide, by mid-2009, a framework 

for development to the year 2060, embracing water, wastewater, 

recycling, and cleverer usage of this precious resource.

A problem we face is in acquiring sites for our facilities, including 

desalination plants and waste and recycling plants, and then 

ensuring that the planning of the surrounding areas defi nes land 

uses which are compatible with those facilities, such as industry, 

sporting venues and environmentally valued areas.

Without sewerage and water sources we simply cannot 

build and expand communities. Without proper land 

planning and control, growth is delayed. We are working with 

relevant State bodies as part of the Water Forever process to 

identify and protect key sites for the future and to improve 

planning processes.

Capable people

Attracting and retaining talent for our business is an important 

current focus, particularly given the demand for capable people 

from the booming mining and energy sectors and the growth 

Supply security on the major 

Integrated Water Supply 

Scheme is satisfactory thanks to 

a multi-faceted approach termed 

Security Through Diversity, 

embracing not only new sources 

but a great range of measures 

across the community, industry 

and government.

and age structure of our organisation. Guided by our Board’s 

Human Resources and Remuneration Committee, we are giving 

this high priority.

While the drying climate and drought have, over the last three 

years, impacted other parts of Australia – with four states having 

followed our lead into desalination – the persistence of the 

decline of stream fl ows in Western Australia’s South West is 

unparalleled anywhere on the globe.

It is pleasing to note that our success in keeping ahead of this 

challenge is receiving increasing recognition both nationally 

and internationally. In March our Security Through Diversity 

approach received front-page coverage in New York’s Wall Street 

Journal. Since the close of the fi nancial year, the Grand Prize of 

the International Water Association has been awarded to me, as 

CEO, for the Corporation’s success in adapting to the challenge 

of a drying climate. I shall accept the award at a major biennial 

congress in Vienna in September.

This will be my last Annual Report, as I have advised our Board 

and Minister that I do not intend to seek renewal of my current 

contract when it expires in December. It has been a wonderful 

privilege to have led the Corporation as its inaugural CEO 

at a time of great challenge. I thank the Premiers, Ministers 

and Board members whose support I have enjoyed during 

my tenure. I am especially thankful to the many competent 

and dedicated staff  of the Water Corporation who, together 

with many expert consultants, contractors and suppliers, do 

a wonderful job in serving our customers and building for the 

future of Western Australia.

Dr Jim Gill 

Chief Executive Offi  cer 

http://www.watercorporation.com.au/S/sources_of_perths_water.cfm
http://www.watercorporation.com.au/P/publications_diversity.cfm
http://www.watercorporation.com.au/D/desalination_plant2.cfm
http://www.iwahq.org/templates/ld_templates/layout_632897.aspx?ObjectId=632922
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INCOME STATEMENT
for the year ended 30 June 2008

 Note 2008  2007

  $M $M

Revenue 2 1,672 1,563

Expenses 3 (821) (756)

Results from operating activities  851 807

Financial income  7 4

Financial expenses  (103) (80)

Net fi nancing costs 4 (96) (76)

Profi t before income tax  755 731

Income tax expense 5 (228) (218)

Profi t for the year  527 513

The above income statement is to be read in conjunction with the accompanying notes.
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BALANCE SHEET
as at 30 June 2008

 Note 2008  2007

  $M $M

Current assets

 Cash and cash equivalents  44 29

 Trade and other receivables 6 126 127

 Inventories  9 15

Total current assets  179 171

Non-current assets

 Trade and other receivables 6 12 12

 Property, plant and equipment 7 11,476 10,859

 Intangible assets 8 102 60

Total non-current assets  11,590 10,931

Total assets  11,769 11,102

Current liabilities

 Trade and other payables  200 144

 Interest-bearing loans and borrowings 9 55 36

 Income tax payable  99 52

 Provisions 11 1 –

 Employee benefi ts 12 67 61

 Other liabilities 13 23 18

Total current liabilities  445 311

Non-current liabilities

 Interest-bearing loans and borrowings 9 2,160 1,775

 Deferred tax liabilities 10 288 283

 Provisions 11 3 1

 Employee benefi ts 12 47 48

 Other liabilities 13 17 11

Total non-current liabilities  2,515 2,118

Total liabilities  2,960 2,429

Net assets  8,809 8,673

Equity

 Contributed equity 14 7,327 7,327

 Reserves  471 394

 Retained earnings  1,011 952

Total equity  8,809 8,673

The above balance sheet is to be read in conjunction with the accompanying notes.

   Harding Dam.
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STATEMENT OF CHANGES IN EQUITY
for the year ended 30 June 2008

 Contributed Retained Developers’ Hedge Total

 Equity Earnings Contribution Reserve

   Reserve

 $M $M $M $M  $M

Opening balance at 1 July 2007 7,327 952 394 – 8,673

Profi t for the year – 527 – – 527

Eff ective portion of changes in fair value of cash fl ow hedges (net of tax) – – – – –

Net hedge gains/losses transferred to income statement (net of tax) – – – – –

Total recognised income and expense for the year – 527 – – 527

Dividends paid – (391) – – (391)

Transfer to developers’ contribution reserve (net of tax) – (77) 77 – –

Closing balance at 30 June 2008 7,327 1,011 471 – 8,809

for the year ended 30 June 2007

 Contributed Retained Developers’ Hedge Total

 Equity Earnings Contribution Reserve

   Reserve

 $M $M $M $M  $M

Opening balance at 1 July 2006 7,327 864 325 1 8,517

Profi t for the year – 513 – – 513

Eff ective portion of changes in fair value of cash fl ow hedges (net of tax) – – – (1) (1)

Net hedge gains/losses transferred to income statement (net of tax) – – – – –

Total recognised income and expense for the year – 513 – (1) 512

Dividends paid – (356) – – (356)

Transfer to developers’ contribution reserve (net of tax) – (69) 69 – –

Closing balance at 30 June 2007 7,327 952 394 – 8,673

The above statement of changes in equity is to be read in conjunction with the accompanying notes.
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NOTES TO THE FINANCIAL REPORT
for the year ended 30 June 2008

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1.1 Reporting entity

Water Corporation (the “Corporation”) is a corporation domiciled in Australia. The address of 

the Corporation’s registered offi  ce is 629 Newcastle St Leederville WA 6007. The Corporation is 

primarily involved in the provision of water and wastewater services.

1.2 Basis of preparation

1.2.1 Statement of compliance

The fi nancial report is a general purpose fi nancial report which has been prepared 

in accordance with Australian Accounting Standards (AASBs) (including Australian 

Interpretations) adopted by the Australian Accounting Standards Board (AASB) and the 

Water Corporation Act 1995. 

The fi nancial statements were approved by the Board of Directors on 19 August 2008.

1.2.2 Basis of measurement

The fi nancial report is prepared on the accrual accounting basis and in accordance with the 

historical cost convention, except for certain fi nancial assets and fi nancial liabilities which 

are stated at their fair value. The methods used to measure fair values are discussed further 

in Note 1.29.

1.2.3 Functional and presentation currency

The fi nancial report is presented in Australian dollars, which is the Corporation’s 

functional currency.

In accordance with the Water Corporation Act 1995, all fi nancial information presented 

in Australian dollars has been rounded to the nearest million unless otherwise stated.

1.2.4 Use of estimates and judgements

The preparation of fi nancial statements requires management to make judgements, 

estimates and assumptions that aff ect the application of accounting policies and the 

reported amounts of assets, liabilities, income and expenses. Actual results may diff er 

from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to 

accounting estimates are recognised in the period in which the estimate is revised and 

in any future periods aff ected.

In particular, information about signifi cant areas of estimation uncertainty and critical 

judgements in applying accounting policies that have the most signifi cant eff ect on the 

amount recognised in the fi nancial statements are described below:

1.2.4.1 Impairment of intangible asset with indefi nite useful life

 The Corporation assesses whether the intangible asset with an indefi nite useful life 

is impaired at least annually in accordance with the accounting policy in Note 1.17. 

These calculations involve an estimation of the recoverable amount of the intangible 

asset with an indefi nite useful life.

CASH FLOW STATEMENT
for the year ended 30 June 2008

 Note 2008 2007

  $M $M

Cash fl ows from operating activities

 Cash receipts from customers  944 844

 Interest received  7 4

 Interest paid  (112) (86)

 Cash paid to suppliers and employees  (557) (506)

 Income taxes paid  (175) (195)

 Government grants  10 12

 Community Service Obligation (CSO) contributions  399 360

 Developers’ contributions  123 165

 GST received  99 79

 Other fees and charges  81 72

Net cash from operating activities 15 819 749

Cash fl ows from investing activities

 Acquisition of property, plant and equipment  (781) (689)

 Acquisition of intangible assets  (48) (33)

 Loan to Harvey Water  7 (12)

 Proceeds from sale of property, plant and equipment  3 2

 Deposits  2 4

Net cash used in investing activities  (817) (728)

Cash fl ows from fi nancing activities  

 Repayment of borrowings  (105) (147)

 Proceeds from borrowings  510 479

 Dividends paid  (391) (356)

 Payment of fi nance lease liabilities  (1) –

Net cash from fi nancing activities  13 (24)

Net increase/(decrease) in cash and cash equivalents  15 (3)

Cash and cash equivalents at 1 July  29 32

Cash and cash equivalents at 30 June  44 29

The above cash fl ow statement is to be read in conjunction with the accompanying notes.
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1.28 New standards and interpretations not yet adopted

The following standards, amendments to standards and interpretations have been identifi ed 

as those which may impact the Corporation in the period of initial application. They are available 

for early adoption at 30 June 2008, but have not been applied in preparing this fi nancial report:

•  Revised AASB 101 Presentation of Financial Statements introduces as a fi nancial statement 

(formerly “primary” statement) the ‘statement of comprehensive income”. The revised standard 

does not change the recognition, measurement or disclosure of transactions and events 

that are required by other AASBs. The revised AASB 101 will become mandatory for the 

Corporation’s 30 June 2010 fi nancial statements. The Corporation has not yet determined the 

potential eff ect of the revised standard on the Corporation’s disclosures.

•  AI 12 Service Concession Arrangements provides guidance on certain recognition and 

measurement issues that arise in accounting for public-to-private service concession 

arrangements. AI 12, which becomes mandatory for the Corporation’s 30 June 2009 fi nancial 

statements, may have an eff ect on the fi nancial report. 

1.29 Determination of fair values

A number of the Corporation’s accounting policies and disclosures require the determination 

of fair value, for both fi nancial and non-fi nancial assets and liabilities. Fair values have been 

determined for measurement and / or disclosure purposes based on the following methods. 

Where applicable, further information about the assumptions made in determining fair values 

is disclosed in the notes specifi c to that asset or liability.

1.29.1 Derivatives

The fair value of forward exchange contracts is based on their listed market price, 

if available. If a listed market price is not available, then fair value is estimated by 

discounting the diff erence between the contractual forward price and the current 

forward price for the residual maturity of the contract using a risk-free interest rate 

(based on government bonds).

1.29.2 Interest-bearing loans and borrowings

Fair value is calculated based on discounted expected future principal and interest cash fl ows.

1.29.3 Finance lease liabilities

The fair value is estimated as the present value of future cash fl ows, discounted at market 

interest rates for homogeneous lease agreements. The estimated fair values refl ect change 

in interest rates.

1.29.4 Trade and other receivables/payables

For receivables/payables with a remaining life of less than one year, the notional amount is 

deemed to refl ect the fair value. The fair value of all other receivables/payables is estimated 

as the present value of future cash fl ows, discounted at the market rate of interest at 

balance sheet date.

1.25 Derivative fi nancial instruments

The Corporation uses derivative fi nancial instruments to hedge its exposure to foreign exchange 

risks arising from operational activities. In accordance with the treasury policy, the Corporation 

does not hold or issue derivative fi nancial instruments for trading purposes. However, derivatives 

that do not qualify for hedge accounting are accounted for as trading instruments.

Derivatives are recognised initially at fair value; attributable transaction costs are recognised in 

the income statement when incurred. Subsequent to initial recognition, derivatives are measured 

at fair value, and changes therein are accounted for as described below.

1.25.1 Cash fl ow hedges

Changes in the fair value of the derivative hedging instrument designated as a cash fl ow 

hedge are recognised directly in equity to the extent that the hedge is eff ective. To the extent 

that the hedge is ineff ective, changes in fair value are recognised in the income statement.

If the hedging instrument no longer meets the criteria for hedge accounting, expires 

or is sold, terminated or exercised, then hedge accounting is discontinued prospectively. 

The cumulative gain or loss previously recognised in equity remains there until the forecast 

transaction occurs. When the hedged item is a non-fi nancial asset, the amount recognised 

in equity is transferred to the carrying amount of the asset when it is recognised. In other 

cases the amount recognised in equity is transferred to the income statement in the same 

period that the hedged item aff ects the income statement.

1.26 Jointly controlled operations and assets

The interests of the Corporation in unincorporated joint ventures and jointly controlled assets are 

brought to account by recognising in its fi nancial statements the assets it controls, the liabilities 

that it incurs, the expenses it incurs and its share of income that it earns from the sale of goods 

or services by the joint venture.

1.27 Goods and services tax

Revenue, expenses and assets are recognised net of the amount of goods and services tax (GST), 

except where the amount of GST incurred is not recoverable from the taxation authority. In these 

circumstances, the GST is recognised as part of the cost of acquisition of the asset or as part of 

the expense.

Receivables and payables are stated with the amount of GST included. The net amount of GST 

recoverable from, or payable to, the ATO is included as a current asset or current liability in the 

balance sheet.

Cash fl ows are included in the statement of cash fl ows on a gross basis. The GST components 

of cash fl ows arising from investing and fi nancing activities which are recoverable from, or 

payable to, the ATO are classifi ed as operating cash fl ows.
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NOTE 2 REVENUE

Revenue for the year includes:

  2008 2007

  $M $M

Annual service charges  628 574

Volume charges  324 286

Other fees and charges  72 66

Government grants  10 9

Rental income  5 4

Community Service Obligation (CSO) contributions  399 360

Developers’ contributions  234 264

Total revenue  1,672 1,563

 

NOTE 3 EXPENSES

Expenses for the year include:  

  2008 2007

  $M $M

Depreciation (note a)  270 251

Amortisation  12 9

Labour (note b)  186 169

Hired and contracted services  122 105

Energy  50 42

Discontinued capital projects  6 42

Information technology  29 27

Equipment hire charges  28 25

Corporate charges  26 24

Materials  20 19

Chemicals  20 18

Decommissioned assets  10 4

Other expenses  42 21

Total expenses  821 756

note a Depreciation expense relates to the following classes of assets:

  2008 2007

  $M $M

System assets

Pipelines and fi ttings  134 131

Dams, reservoirs, bores and tanks  19 19

Ocean outfalls  2 2

Pump stations and treatment plants  27 26

Drains and channels  1 1

Other structures  2 2

Plant and equipment  64 49

   249 230

Land and buildings

Buildings and associated works  6 6

Plant and equipment

Plant and equipment  5 4

Computer equipment and software  5 6

Vehicles and mobile plant  4 4

Plant and equipment under lease  1 1

   15 15

   270 251

note b Labour includes the following contributions to defi ned contribution plans:

  2008 2007

  $M $M

Water Corporation Superannuation Plan  13 11
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NOTE 4 NET FINANCING COSTS

Net fi nancing costs for the year include:

  2008 2007

  $M $M

Financial income 

Interest income  (7) (4)

Financial expenses

Interest expense  121 95

Capitalised interest (note a)  (18) (15)

Total fi nancial expenses  103 80

Net fi nancing costs  96 76

note a The average capitalisation rate on interest is as follows:  

  2008 2007

Capitalisation rate  6.43% 6.03%

Ranger John Liddington at Churchman Brook Dam.
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NOTE 6 TRADE AND OTHER RECEIVABLES

Trade and other receivables at balance date were as follows:

  2008 2007

  $M $M

Current

Trade and other receivables  122 124

Less impairment loss for doubtful debts  (2) (2)

Prepayments  6 5

   126 127

Non Current

Pensioner rate deferrals  12 12

   12 12

Total trade and other receivables  138 139

The Corporation’s exposure to credit risk and impairment losses related to trade and other 

receivables are disclosed in Note 22.

NOTE 5 INCOME TAX EXPENSE

5.1 Recognised in the income statement  

  2008 2007

  $M $M

 Current tax expense 

 Current year  223 209

 Adjustments for prior years  – (6)

   223 203

 Deferred tax expense 

 Origination and reversal of temporary diff erences  3 10

 Adjustments for prior years  2 5

   5 15

 Total income tax expense  228 218

5.2 Numerical reconciliation between income tax expense and profi t before income tax 

  2008 2007

  $M $M

 Profi t for the year  527 513

 Total income tax expense  228 218

 Profi t before income tax  755 731

 Income tax using the corporation tax rate of 30% (2007: 30%) 226 219

 Over/(under) provided in prior years  2 (1)

 Total income tax expense  228 218
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Comparative fi gures for 2007 are as follows:

 Gross Asset Accumulated Net Asset

 Value  Depreciation Value

 2007 2007 2007

 $M $M $M

System assets

 Pipelines and fi ttings 8,571 1,389 7,182

 Dams, reservoirs, bores and tanks 1,153 181 972

 Ocean outfalls 95 27 68

 Pump stations and treatment plants 844 162 682

 Drains and channels 83 17 66

 Other structures 71 21 50

 Plant and equipment 1,126 348 778

Total system assets 11,943 2,145 9,798

Land and buildings

 Land 154 – 154

 Buildings and associated works 177 56 121

Total land and buildings 331 56 275

Plant and equipment

 Plant and equipment  64 41 23

 Computer equipment 124 110 14

 Vehicles and mobile plant 40 16 24

 Plant and equipment under lease 6 4 2

Total plant and equipment 234 171 63

Works in progress 723 – 723

Value of property, plant and equipment 13,231 2,372 10,859

NOTE 7 PROPERTY, PLANT AND EQUIPMENT

The assets comprising property, plant and equipment are detailed as follows:

 Gross Asset Accumulated Net Asset

 Value  Depreciation Value

 2008 2008 2008

 $M $M $M

System assets

 Pipelines and fi ttings 8,769 1,522 7,247

 Dams, reservoirs, bores and tanks 1,220 197 1,023

 Ocean outfalls 96 30 66

 Pump stations and treatment plants 874 188 686

 Drains and channels 83 18 65

 Other structures 71 23 48

 Plant and equipment 1,175 400 775

Total system assets 12,288 2,378 9,910

Land and buildings

 Land 157 – 157

 Buildings and associated works 186 61 125

Total land and buildings 343 61 282

Plant and equipment

 Plant and equipment  73 44 29

 Computer equipment 77 62 15

 Vehicles and mobile plant 44 18 26

 Plant and equipment under lease 6 5 1

Total plant and equipment 200 129 71

Works in progress 1,213 – 1,213

Value of property, plant and equipment 14,044 2,568 11,476
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Reconciliations

Reconciliations of the carrying amounts of each class of property, plant and equipment at the 

beginning and end of the current and previous fi nancial year are set out below.

 System Assets Land and Buildings Plant and Equipment Works in Progress Total

 2008 2008 2008 2008 2008

 $M $M $M $M $M

Balance at 1 July 9,798 275 63 723 10,859

Additions 371 15 24 769  1,179

Disposals (10) (2) (1) – (13)

Depreciation expense (Note 3) (249) (6) (15) – (270)

Transfers between classes – – – (279) (279)

Balance at 30 June 9,910 282 71 1,213 11,476

Comparative fi gures for 2007 are as follows:

 System Assets Land and Buildings Plant and Equipment Works in Progress Total

 2007 2007 2007 2007 2007

 $M $M $M $M $M

Balance at 1 July 9,273 253 53 808 10,387

Additions 758 28 26 648  1,460

Disposals (4) – (1) – (5)

Depreciation expense (Note 3) (230) (6) (15) – (251)

Transfers between classes 1 – – (733) (732)

Balance at 30 June 9,798 275 63 723 10,859
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NOTE 8 INTANGIBLE ASSETS

The assets comprising intangible assets are detailed as follows:

 Gross Asset Accumulated Net Asset

 Value  Amortisation Value

 2008 2008 2008

 $M $M $M

Computer software 129 85 44

Intellectual property 1 – 1

Water entitlement 55 – 55

Renewable energy certifi cates 2 – 2

Total intangible assets 187 85 102

Comparative fi gures for 2007 are as follows:

 Gross Asset Accumulated Net Asset

 Value  Amortisation Value

 2007 2007 2007

 $M $M $M

Computer software 106 78 28

Intellectual property 2 – 2

Water entitlement 29 – 29

Renewable energy certifi cates 1 – 1

Total intangible assets 138 78 60
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Reconciliations

Reconciliations of the carrying amounts of intangible assets at the beginning and end of the current and previous fi nancial year are set out below.

 Computer Intellectual Water Renewable

 Software Property Entitlement Energy Certifi cates Total

 2008 2008 2008 2008 2008

 $M $M $M $M $M

Balance at 1 July 28 2 29 1 60

Additions 27 – 26  1 54

Disposals – – – – –

Amortisation expense (Note 3) (11) (1) – – (12)

Transfers between classes – – – – –

Balance at 30 June 44 1 55 2 102

Comparative fi gures for 2007 are as follows:

 Computer Intellectual Water Renewable

 Software Property Entitlement Energy Certifi cates Total

 2007 2007 2007 2007 2007

 $M $M $M $M $M

Balance at 1 July 27 2 7 – 36

Additions 10 1 22  1 34

Disposals – – – – –

Amortisation expense (Note 3) (9) – – – (9)

Transfers between classes – (1) – – (1)

Balance at 30 June 28 2 29 1 60

Impairment test for water entitlement 

The Corporation has recognised its water entitlement to purchase water into perpetuity at cost. The water entitlement is considered to have an indefi nite life and is therefore not amortised but tested 

annually for impairment by comparing its carrying value with its recoverable amount. The recoverable amount has been determined by assessing the replacement cost of the asset as outlined below.

The cost to replace the water entitlement would be determined against the other current potential water sources, such as bore extraction, desalination or water catchment.

Of the above three alternatives, the most cost eff ective alternative is bore extraction. The cost to source water from bore extraction is greater than the carrying value of the water entitlement.
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note b Finance lease liabilities

Finance lease liabilities of the Corporation are payable as follows:

 Minimum Interest  Principal

 Lease Payments  

 2008 2008 2008

 $M $M $M

Less than one year – – –

Between one and fi ve years – – –

  – – –

Comparative fi gures for 2007 are as follows:

 Minimum Interest  Principal

 Lease Payments  

 2007 2007 2007

 $M $M $M

Less than one year 1 – 1

Between one and fi ve years – – –

  1 – 1

The Corporation leases personal computers and laptops under fi nance leases, expiring from 

one to three years. At the end of the lease term, the Corporation has the option to purchase 

the computers at fair market value, renew the lease for a further 12 or 24 months or return the 

computers upon the expiry of the initial lease term.

NOTE 9 INTEREST-BEARING LOANS AND BORROWINGS

Interest-bearing loans and borrowings at balance date were as follows:

  2008 2007

  $M $M

Current 

Unsecured:

 Western Australian Treasury Corporation liquidity facility  55 35

Finance lease liabilities (note b)  – 1

   55 36

Non-current

Unsecured:

 Western Australian Treasury Corporation Portfolio Lending Arrangement

 (note a)  2,160 1,775

Finance lease liabilities (note b)  – –

   2,160 1,775

Total interest-bearing loans and borrowings  2,215 1,811

note a Western Australian Treasury Corporation Portfolio Lending Arrangement (PLA)

The non current amount of $2,160 million (2007 $1,775 million) includes an amount of 

$795 million (2007 $654 million) that will become due and payable during the 2008-09 year. 

This amount will be refi nanced rather than repaid and therefore is not recognised as current 

borrowings. An agreement is in place where the Corporation’s borrowings are refi nanced 

at regular intervals between 2008 and 2017.
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10.2 Movement in temporary diff erences during the year 

 Balance Recognised  Balance

 1 July 07 in income 30 June 08

 $M $M $M

Property, plant and equipment 312 4 316

Provisions (37) 2 (35)

Receivables 11 1 12

Other items (3) (2) (5)

 283 5 288

Comparative fi gures for June 2007 are as follows:

 Balance Recognised  Balance

 1 July 06 in income 30 June 07

 $M $M $M

Property, plant and equipment 301 11 312

Provisions (38) 1 (37)

Receivables 9 2 11

Other items (4) 1 (3)

 268 15 283

NOTE 10 DEFERRED TAX LIABILITIES

10.1 Recognised deferred tax assets and liabilities

 Deferred tax assets and liabilities are attributable to the following:

 Assets  Liabilities Net

 2008 2008 2008

 $M $M $M

Property, plant and equipment – 316 316

Provisions (35) – (35)

Receivables – 12 12

Other items (7) 2 (5)

Deferred tax (assets) / liabilities (42) 330 288

Set off  of tax 42 (42) –

Net deferred tax liabilities – 288 288

Comparative fi gures for June 2007 are as follows:

 Assets  Liabilities Net

 2007 2007 2007

 $M $M $M

Property, plant and equipment – 312 312

Provisions (37) – (37)

Receivables – 11 11

Other items (4) 1 (3)

Deferred tax (assets) / liabilities (41) 324 283

Set off  of tax 41 (41) –

Net deferred tax liabilities – 283 283
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NOTE 12 EMPLOYEE BENEFITS

  2008 2007

  $M $M

Current

Long service leave  39 37

Annual leave  18 16

Superannuation (note a)  10 8

   67 61

Non-current

Long service leave  6 5

Superannuation (note a)  41 43

   47 48

Total employee benefi ts  114 109

note a Superannuation

The present value of the Corporation’s superannuation liability is based on a detailed actuarial 

assessment using the projected unit credit method. Based on that assessment, the Corporation’s 

liability for superannuation benefi ts is as follows:

  2008 2007

  $M $M

Pension Scheme  17 14

Gold State Superannuation Scheme  34 37

   51 51

Changes in the present value of the defi ned benefi t obligation are as follows: 

  2008 2007

  $M $M

Opening defi ned benefi t obligation  51 51

Interest cost  3 3

Actuarial losses and (gains) on liabilities  1 1

Benefi ts paid (including expenses and taxes)  (4) (4)

Closing defi ned benefi t obligation  51 51

NOTE 11 PROVISIONS

  2008 2007

  $M $M

Current

Insurance (note a)  1 –

Workers’ compensation (note b)  – –

   1 –

Non-current

Insurance (note a)  – –

Workers’ compensation (note b)  3 1

   3 1

Total provisions  4 1

note a Insurance

Reconciliation of the carrying amount of the Insurance provision is set out below:

   2008

   $M

Carrying amount at beginning of year   –

Provisions used during the year   1

Provisions reversed during the year   –

Carrying amount at end of year   1

note b Workers’ compensation

Reconciliation of the carrying amount of the Workers’ compensation provision is set out below: 

   2008

   $M

Carrying amount at beginning of year   1

Provisions used during the year   2

Provisions reversed during the year   –

Carrying amount at end of year   3
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NOTE 13 OTHER LIABILITIES

Other liabilities at balance sheet date were as follows:  

  2008 2007

  $M $M

Current

Developers’ deferred liabilities  10 5

Deposits  13 13

   23 18

Non-current

Developers’ deferred liabilities  6 3

Deposits  11 8

   17 11

Total other liabilities  40 29

NOTE 14 CONTRIBUTED EQUITY

Contributed equity at balance sheet date was as follows:  

  2008 2007

  $M $M

Share capital (note a)  – –

Owner’s initial contribution (note b)  7,327 7,327

   7,327 7,327

note a Share capital

Authorised capital of 1 ordinary share of $1,000 has been issued to the Minister for Water 

Resources in accordance with Section 72 of the Water Corporation Act 1995. Consideration for the 

share was provided from Owner’s initial contribution. 

note b Owner’s initial contribution

Owner’s initial contribution is the portion of the residual interest in the Water Authority of 

Western Australia’s assets, after deducting the liabilities that was transferred from the Water 

Authority of Western Australia to the Water Corporation on 1 January 1996. During 1998, 

$1,000 was transferred from Owner’s initial contribution to share capital to refl ect the value 

of 1 ordinary share issued. 

Expense recognised in the income statement is as follows:

  2008 2007

  $M $M

Interest cost  3 3

Actuarial losses and (gains) recognised throughout the year  1 1

   4 4

The expense is recognised in labour expenses.

Principal actuarial assumptions at the balance sheet are as follows:

  2008 2007

Discount rate at 30 June  6.5% 6.2%

Expected future salary increases  4.5% 4.5%

Expected future pension increases  3.0% 3.0%

  

Surplus/(defi cit) for each defi ned benefi t superannuation fund on a funding basis is as follows:

  2008 2007

  $M $M

Pension Scheme  2 2

Gold State Superannuation Scheme  2 2

   4 4

Fair value of plan assets is nil (2007: nil)
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NOTE 17 KEY MANAGEMENT PERSONNEL DISCLOSURES

Remuneration of key management personnel is referred to as compensation as defi ned in AASB 

124 “Related Party Disclosures” and includes directors and executives. 

The compensation of the non-executive Directors of the Board is determined following 

independent advice from management remuneration consultants and the State Government’s 

Salaries and Allowances Tribunal and is approved by the Minister. The compensation is in the 

form of salary and superannuation contributions. Other than compulsory superannuation 

contributions, the Water Corporation does not pay any other post-employment benefi ts to 

non-executive Directors. Other long term benefi ts include long service leave.

The Board, with the concurrence of the Minister, is responsible for the compensation of the Chief 

Executive Offi  cer and his compensation is reviewed annually. The compensation is in the form 

of salary, non-monetary benefi ts and superannuation contributions. Non-monetary benefi ts 

include access to a fully maintained motor vehicle and fringe benefi ts tax.

The Directors of the Water Corporation, or their Director-related entities, conduct transactions 

with the Water Corporation that occur with a normal employee, customer or supplier relationship 

on terms and conditions no more favourable than those that it is reasonable to expect the Water 

Corporation would have adopted if dealing with the Director or Director-related entity at arm’s 

length in similar circumstances.

Executive compensation is expressed as a total reward that includes salary, non-monetary benefi ts 

and superannuation and is benchmarked against comparative industry groups in order to remain 

competitive in the labour market. In making recommendations, the Chief Executive Offi  cer 

receives annual salary survey data and advice from independent remuneration consultants 

regarding compensation practices. Non-monetary benefi ts include access to a fully maintained 

motor vehicle and fringe benefi ts tax. Other long term benefi ts include long service leave.

The Corporation introduced a short term incentive program for all common law contract employees 

from the commencement of the 2008-09 fi nancial year. The Corporation does not provide any 

long term incentives, loans, grant options, rights or shares to key management personnel.

There were no termination benefi ts paid to key management personnel during the year.

NOTE 15 RECONCILIATION OF CASH FLOWS FROM OPERATING ACTIVITIES

15.1 Cash and cash equivalents

For the purposes of the Cash Flow Statement, cash includes cash on hand and in banks.

Cash held at bank is earning interest at rates determined by the Department of Treasury and 

Finance. For the year ended 30 June 2008 the average interest rate was 6.8% (2007: 5.9%).

The Corporation’s exposure to interest rate risk for fi nancial assets and liabilities is disclosed 

in Note 22.

15.2 Reconciliation of cash fl ows from operating activities

  2008 2007

  $M $M

Profi t for the year  527 513

Decommissioned assets  10 4

Developers’ contributions  (111) (99)

Capitalisation of interest expense  (18) (15)

Impairment loss on receivables  (1) –

Employee benefi ts:

 Long service leave – net  3 3

 Annual leave – net  2 1

Provisions: 

 Workers’ compensation – net  3 (2)

 Insurance – net  1 (1)

Depreciation  270 251

Amortisation  12 9

GST paid for property, plant and equipment  49 48

Decrease/(Increase) in trade and other receivables  22 (19)

Increase in income tax  53 23

Decrease/(Increase) in inventories  6 (2)

(Decrease)/Increase in trade and other payables and other liabilities (9) 35

Net cash from operating activities  819 749

NOTE 16 AUDITORS’ REMUNERATION

The total fees paid or due and payable to the Offi  ce of the Auditor General for the year are as follows:

  2008 2007

  $M $M

Fees applicable for the annual audit of the year involved  236 241

Fees applicable for the review of the half-yearly accounts  64 59

   300 300
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Details of compensation provided to key management personnel are as follows:

  Position Short-Term   Post-Employment Other Long Total

   Salary & Fees Non-monetary Benefi ts Superannuation Term Benefi ts

   2008 2008 2008 2008 2008

   $’000 $’000 $’000 $’000 $’000

Directors

P O’Connor Chairman (non-executive) 103 – 15 – 118

BE Hewitt Deputy Chairman (non-executive) 9 – 49 – 58

Z Bafi le Director (non-executive) 17 – 41 – 58

AR Bantock Director (non-executive) 53 – 5 – 58

KL Field Director (non-executive) 45 – 13 – 58

RA Harvey Director (non-executive) 53 – 5 – 58

JI Gill Chief Executive Offi  cer 273 26 161 14 474

   553 26 289 14 882

Executives

JM Brown  General Manager, Customer Services 122 18 168 9 317

K Cadee General Manager, Water Technologies 226 – 27 8 261

GC Cargeeg General Manager, Asset Management 144 – 90 7 241

PA Ferguson General Manager, Business Services 195 – 32 7 234

CM Ferrari General Manager, Communications 158 – 49 7 214

RM Hughes Chief Financial Offi  cer 254 – 49 10 313

PD Moore  Chief Operating Offi  cer 272 24 84 11 391

SL Murphy General Manager, Planning and Infrastructure 237 – 66 10 313

   1,608 42 565 69 2,284

Total compensation 2,161 68 854 83 3,166



83 Water Corporation Report 2008

Comparative fi gures for June 2007 are as follows:

  Position Short-Term   Post-Employment Other Long Total

   Salary & Fees Non-monetary Benefi ts Superannuation Term Benefi ts

   2007 2007 2007 2007 2007

   $’000 $’000 $’000 $’000 $’000

Directors

P O’Connor Chairman (non-executive) (appointed Chairman 19 Mar 07) 59 – 8 – 67

BE Hewitt Deputy Chairman (non-executive) – – 46 – 46

AR Bantock Director (non-executive) 42 – 4 – 46

KL Field Director (non-executive) 7 – 39 – 46

TA Horton Deputy Chairperson (non-executive) (resigned 31 Dec 06) 20 – 3 – 23

TM Ungar Chairman (non-executive) (resigned 31 Jan 07) 57 – 5 – 62

JI Gill Chief Executive Offi  cer 317 24 108 13 462

   502 24 213 13 752

Executives

JM Brown  General Manager, Customer Services 168 23 105 9 305

K Cadee General Manager, Water Technologies 210 – 25 7 242

GC Cargeeg General Manager, Asset Management 197 – 24 7 228

PA Ferguson General Manager, Business Services (appointed 12 Feb 07) 69 – 11 3 83

CM Ferrari General Manager, Communications 157 – 41 6 204

RM Hughes Chief Financial Offi  cer 240 – 41 9 290

PD Moore  Chief Operating Offi  cer 271 23 52 10 356

SL Murphy General Manager, Planning and Infrastructure 232 – 49 9 290

   1,544 46 348 60 1,998

Total compensation 2,046 70 561 73 2,750

Amounts receivable from key management personnel at balance sheet date arising from these transactions were as follows: 

  2008 2007

  $’000 $’000

Trade and other receivables:

 Prepayments  104 94
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NOTE 19 OPERATING LEASES

19.1 Leases as lessee  

Non-cancellable operating lease rentals are payable as follows:  

  2008 2007

  $M $M

 Less than one year  13 12

 Between one and fi ve years  48 42

 More than fi ve years  6 1

   67 55

The Corporation leases property and motor vehicles under non-cancellable operating leases.

During the fi nancial year ended 30 June 2008, $13 million was recognised as an expense in the 

income statement in respect of non-cancellable operating leases (2007: $12 million).

19.2 Leases as lessor  

The future minimum lease payments under non-cancellable leases are as follows: 

  2008 2007

  $M $M

 Less than one year  3 2

 Between one and fi ve years  7 4

 More than fi ve years  1 2

   11 8

The Corporation leases out property under operating leases.

During the fi nancial year ended 30 June 2008, $5 million was recognised as rental income in the 

income statement (2007: $4 million).

NOTE 18 NON-KEY MANAGEMENT PERSONNEL DISCLOSURES

The Corporation operates in an economic regime currently dominated by entities directly or 

indirectly controlled by the Western Australian State Government (“state-controlled entities”) 

through its government authorities, agencies, affi  liations and other organisations.

Transactions with other state-controlled entities include, but are not limited to, the following: 

depositing and borrowing money, sales and purchases of goods, property and other assets 

and use of utilities.

These transactions are conducted in the ordinary course of the Corporation’s business on 

terms comparable to those with other entities that are not state controlled. The Corporation 

has established its buying, pricing strategy and approval process for purchases and sales of 

products and services. Such buying, pricing strategy and approval processes do not depend 

on whether the counterparties are state-controlled entities or not.

Having considered the potential for transactions to be impacted by related party relationships, 

the Corporation’s pricing strategy, buying and approval processes, and what information would 

be necessary for an understanding of the potential eff ect of the relationship on the fi nancial 

statements, the Directors are of the opinion that there are no transactions that require disclosure 

as related party transactions as all are on arms-length terms.
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The Corporation’s Audit and Compliance Committee oversees how management monitors 

compliance with the Corporation’s risk management policies and procedures and reviews the 

adequacy of the risk management framework in relation to the risks faced by the Corporation. 

The Audit and Compliance Committee is assisted in its oversight role by the Risk and 

Assurance Branch, which undertakes both regular and ad-hoc reviews of risk management 

controls and procedures, the results of which are reported to the Corporation’s Audit and 

Compliance Committee.

22.2 Credit risk  

Credit risk is the risk of fi nancial loss to the Corporation if a customer or counterparty to a 

fi nancial instrument fails to meet its contractual obligations, and arises principally from the 

Corporation’s receivables from customers.

Management has a credit policy in place and the exposure to credit risk is monitored on a regular 

basis. The credit risk on fi nancial assets, which have been recognised on the balance sheet, other 

than cash and other fi nancial assets is generally the carrying amount, net of any impairment loss 

for doubtful debts. Most receivables relating to annual service charges and water charges are 

secured on the rated property. Other receivables are regularly reviewed and allowance is made 

for debts deemed to be doubtful.

The Corporation has established an allowance for impairment that represents its estimate 

of incurred losses in respect to trade and other receivables and comprises individually 

signifi cant exposures.

At balance sheet date, there were no signifi cant concentrations of credit risk.

Exposure to credit risk

The carrying amount of the Corporation’s fi nancial assets represents the maximum credit 

exposure. The Corporation’s maximum exposure to credit risk at balance sheet date was:

  2008 2007

  $M $M

 Cash and cash equivalents  44 29

 Trade and other receivables (Note 6)  138 139

   182 168

The Corporation is not materially exposed to any individual customer.

NOTE 20 CAPITAL AND OTHER COMMITMENTS

Total capital and other expenditure contracted for at balance date but not provided for in the 

fi nancial report, is payable as follows:  

  2008 2007

  $M $M

Capital and other expenditure

Not later than one year  419 227

Later than one year but not later than fi ve years  170 244

   589 471

NOTE 21 CONTINGENCIES

Currently the Corporation is a party to, or is potentially aff ected by, a number of native title claims 

and other legal claims. Until proceedings relating to these claims are fi nalised, uncertainty exists 

regarding the impact, if any, on the operations of the Corporation.

The Directors are of the opinion that provisions are not required in respect of these matters, as it 

is not probable that a future sacrifi ce of economic benefi ts will be required or the amount is not 

capable of reliable measurement.

NOTE 22 FINANCIAL INSTRUMENTS

22.1 Overview

The Corporation has exposure to the following risks from its use of fi nancial instruments:

• Credit risk;

• Liquidity risk; and

• Market risk.

This note presents information about the Corporation’s exposure to each of the above risks, 

objectives, policies and processes for measuring and managing risk, as well as quantitative 

disclosures. 

The Board of Directors has overall responsibility for the establishment and oversight of the risk 

management framework. 

Risk management policies are established to identify and analyse the risks faced by the 

Corporation, to set appropriate risk limits and controls, and to monitor risks and adherence to 

limits. Risk management policies and systems are reviewed regularly to refl ect changes in market 

conditions and the Corporation’s activities. The Corporation has a disciplined and constructive 

control environment in which all employees are clearly advised of their roles and obligations.
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22.3 Liquidity risk

Liquidity risk is the risk that the Corporation will not be able to meet its fi nancial obligations as 

they fall due. The Corporation’s approach to managing liquidity is to ensure, as far as possible, 

that it will always have suffi  cient liquidity to meet its liabilities when due, under both normal 

and stressed conditions, without incurring unacceptable losses or risking damage to the 

Corporation’s reputation.

On an annual basis, the Board approves a long-term funding strategy based on the forward 

fi ve-year forecast of cash fl ows incorporated in the Strategic Development Plan (SDP). On 

an annual basis, the Board approves a liquidity and funding strategy based on the projected 

monthly cash fl ows, for the current and next fi nancial years, derived from the Statement of 

Corporate Intent (SCI). This strategy conveys the liquidity risk by reporting projected net debt 

levels with committed facilities. During the fi nancial year, any signifi cant divergence from the 

liquidity and funding strategy is reported to the Board.

The Corporation ensures that it maintains a liquidity buff er of $4 million on a daily basis 

in approved liquidity instruments to cover cash fl ow volatility over the short-term and to 

provide time to arrange additional funding facilities in the event of a cash fl ow emergency. 

Funds held in excess of liquidity requirements may be used to retire debt, invest in approved 

liquidity instruments or invest in approved fi nancial instruments other than approved liquidity 

instruments in a manner consistent with the approved liquidity and funding strategy.

The Corporation maintains the following lines of credit:

•  $3,000 million with the Western Australian Treasury Corporation (WATC) to provide fi nance 

for the repayment of maturing debt and ongoing capital expenditure.

•  $200 million with WATC that can be drawn down to meet short-term fi nancing needs.

Outstanding lines of credit are regularly discussed and agreed with WATC. The type, currency 

and term of any new fi nance are determined at the time of draw-down between the Corporation 

and WATC.

Impairment losses

The aging of the Corporation’s trade and other receivables at balance sheet date was:

  Gross Impairment Gross Impairment

  2008 2008 2007 2007

  $M $M $M $M

 Not past due 121 – 127 –

 Past due 0 – 30 days 10 – 9 –

 Past due 31 – 60 days 3 – 2 –

 Past due 61 – 90 days 1 – 1 –

 More than 90 days 5 2 2 2

  140 2 141 2

The movement in the allowance for impairment in respect of trade and other receivables during 

the year was as follows:

  2008 2007

  $M $M

 Balance 1 July  2 2

 Impairment loss recognised  – –

 Balance 30 June  2 2

Impairment losses are recognised when recovery of the debt is considered to be unlikely or 

of high risk due to circumstances such as the value of any security held is or becomes less than 

the value of the debt, the cost of recovery is approximate to or becomes greater than the value 

of the debt, the customer’s fi nancial position is unfavourable or the customer is deceased or 

whereabouts is unknown.

Based on historical default rates, the Corporation believes that no impairment allowance is 

necessary in respect of trade and other receivables not past due or past due by up to 90 days; 99 

percent of the balance relates to customers that have a good credit history with the Corporation.

During the year ended 30 June 2008, the Corporation renegotiated the terms of trade and 

other receivables of $8 million (2007: $6 million) from customers. If it had not been for these 

renegotiations, the receivables would have been overdue by more than 90 days. No impairment 

loss was recognised (2007: nil).

The allowance account, in respect of trade and other receivables, is used to record impairment 

losses unless the Corporation is satisfi ed that no recovery of the amount owing is possible; 

at that point the amounts considered irrecoverable are written off  against the fi nancial asset 

directly. At 30 June 2008, the Corporation does not have any collective impairments on its trade 

and other receivables (2007: nil).
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Exposure to liquidity risk

The following are the contractual maturities of fi nancial liabilities, including estimated interest payments and excluding the impact of netting arrangements:

30 June 2008 Carrying Contractual 6 mths 6 – 12 1 – 2 2 – 5 More than

 amount cash fl ows or less mths years years 5 years

 $M $M $M $M $M $M $M

Non-derivative fi nancial liabilities

Trade and other payables* 200 (200) (200) – – – –

Interest-bearing loans and borrowings:

– WATC liquidity facility  55 (55) (55) – – – –

– WATC PLA  2,160 (2,650) (780) (120) (232) (639) (879)

– Finance lease liabilities – – – – – – –

Derivative fi nancial liabilities

Forward exchange contracts used for hedging       

– Outfl ow  – (3) – (3) – – –

– Infl ow  – 3 – 3 – – –

 2,415 (2,905) (1,035) (120) (232) (639) (879)

30 June 2007 Carrying Contractual 6 mths 6 – 12 1 – 2 2 – 5 More than

 amount cash fl ows or less mths years years 5 years

 $M $M $M $M $M $M $M

Non-derivative fi nancial liabilities

Trade and other payables* 143 (143) (143) – – – –

Interest-bearing loans and borrowings:

– WATC liquidity facility  35 (35) (35) – – – –

– WATC PLA  1,775 (2,160) (638) (97) (189) (520) (716)

– Finance lease liabilities 1 (1) (1) – – – –

Derivative fi nancial liabilities

Forward exchange contracts used for hedging:

– Outfl ow  1 (9) – (9) – – –

– Infl ow  – 8 – 8 – – –

 1,955 (2,340) (817) (98) (189) (520) (716)

* Excludes derivatives (shown separately)
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22.4 Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates and interest 

rates, will aff ect the Corporation’s income or the value of its holdings of fi nancial instruments. 

The objective of market risk management is to manage and control market risk exposures within 

acceptable parameters, while optimising return.

The Corporation enters into derivatives, and also incurs fi nancial liabilities, in order to manage 

market risks. All such transactions are carried out in line with risk management policies. Generally, 

the Corporation seeks to apply hedge accounting in order to manage volatility in profi t or loss.

22.4.1 Currency risk

The Corporation is exposed to currency risk on purchases that are denominated in a 

currency other than Australian dollars. The currency in which these transactions primarily 

are denominated in is USD.

Where possible, the Corporation fully hedges identifi ed foreign currency exposures into 

Australian dollars, subject to foreign exchange exposure limits. The Corporation uses 

forward exchange contracts to hedge its currency risk, most with a maturity of less than 

one year from balance sheet date. When necessary, forward exchange contracts are rolled 

over at maturity.

In accordance with risk management policies, non-material exposures to an aggregate 

value of $200,000 for any one project may be left unhedged. At any one time, unhedged 

exposures in a specifi c foreign currency cannot exceed an aggregate value of $500,000 

and unhedged exposures in all foreign currencies cannot exceed an aggregate value 

of $1,000,000.

In relation to Alliances that the Corporation enters into with the private sector to deliver 

water and wastewater projects, foreign currency exposures arise when materials are 

sourced and/or labour costs are incurred outside of Australia for these projects. A target 

out-turn cost, which includes a discrete contingency amount for adverse exchange 

rate movements on uncertain items which cannot be hedged upfront, is agreed at the 

beginning of a project. The Corporation is responsible for managing foreign currency 

exposures with the co-operation of the Alliance participants and reserves the right to pass 

on to the participants any losses or take any gains arising from failure of the participants to 

identify material foreign currency exposures.

The Corporation has no material exposure to foreign currency risk.

22.4.2 Interest rate risk

The Corporation is exposed to interest rate risk through fi nancial assets and fi nancial 

liabilities and adopts a policy of ensuring the majority of its exposure to changes in interest 

rates on borrowings is on a fi xed rate basis. 

Profi le

At balance sheet date the interest rate profi le of the Corporation’s interest bearing fi nancial 

instruments was:

  2008 2007

  $M $M

Fixed rate instruments

Financial assets  182 168

Financial liabilities  (2,215) (1,811)

   (2,033) (1,643)

Fair value sensitivity analysis for fi xed rate instruments

The Corporation does not account for any fi xed rate fi nancial assets and liabilities at fair 

value through profi t or loss, and the Corporation does not designate derivatives as hedging 

instruments under a fair value hedge accounting model. Therefore, a change in interest rates 

at balance sheet date would not aff ect profi t or loss or equity.

22.5 Fair values

Fair values versus carrying amounts

The fair values of fi nancial assets and liabilities, together with the carrying amounts shown in the 

balance sheet, are as follows:

 Carrying  Fair Carrying  Fair

 Amount Value Amount Value

 2008 2008 2007 2007

 $M $M $M $M

Financial assets

Cash and cash equivalents 44 44 29 29

Trade and other receivables 138 138 139 139

Financial liabilities

Interest-bearing loans and borrowings:

– WATC PLA 2,160 2,149 1,775 1,771

– WATC liquidity facility 55 55 35 35

The basis for determining fair values is disclosed in Note 1.29.

Interest rates used for determining fair value

The average interest rates used to discount estimated cash fl ows, where applicable, are based 

on the government yield curve at balance sheet date plus an adequate credit spread, and were 

as follows: 

  2008 2007

Loans and borrowings  6.8% 6.2%

Finance lease liabilities  6.0% 6.0%



89 Water Corporation Report 2008

DIRECTORS’ DECLARATION

In the opinion of the Directors of the Water Corporation (the “Corporation”):

(a)  the fi nancial statements and notes are in accordance with the Water Corporation Act 1995, including:

 (i)  giving a true and fair view of the Corporation’s fi nancial position as at 30 June 2008 and of its performance, for the fi nancial 

year ended on that date; and

 (ii)  complying with Australian Accounting Standards (including the Australian Accounting Interpretations) and the 

Corporation Regulations 2001.

(b)  there are reasonable grounds to believe that the Corporation will be able to pay its debts as and when they become due 

and payable.

Signed in accordance with a resolution of the Directors:

P. O’Connor

Chairman 

J.I. Gill

Chief Executive Offi  cer

PERTH, 19 August 2008.
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AUDITOR GENERAL’S REPORT

AUDITOR GENERAL

INDEPENDENT AUDIT REPORT ON WATER CORPORATION 

To the Parliament of Western Australia 

I have audited the fi nancial report of the Water Corporation, which comprises the Balance Sheet as at 30 June 2008, and the Income Statement, Statement of Changes in Equity and Cash Flow 

Statement for the year ended on that date, a summary of signifi cant accounting policies, other explanatory Notes and the Directors’ Declaration. 

Directors’ Responsibility for the Financial Report 

The directors of the Water Corporation are responsible for the preparation and fair presentation of the fi nancial report in accordance with Australian Accounting Standards (including the Australian 

Accounting Interpretations) and the Water Corporation Act 1995. This responsibility includes establishing and maintaining internal controls relevant to the preparation and fair presentation of the 

fi nancial report that is free from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable 

in the circumstances. 

Summary of my Role 

As required by the Water Corporation Act 1995, my responsibility is to express an opinion on the fi nancial report based on my audit. This was done by testing selected samples of the audit evidence. 

I believe that the audit evidence I have obtained is suffi  cient and appropriate to provide a basis for my audit opinion. Further information on my audit approach is provided in my audit practice 

statement. Refer “http://www.audit.wa.gov.au/pubs/Audit-Practice-Statement.pdf”. 

An audit does not guarantee that every amount and disclosure in the fi nancial report is error free, nor does it examine all evidence and every transaction. However, my audit procedures should 

identify errors or omissions signifi cant enough to adversely aff ect the decisions of users of the fi nancial report. 

Audit Opinion 

In my opinion, the fi nancial report of the Water Corporation is in accordance with schedule 3 of the Water Corporation Act 1995, including: 

(a) giving a true and fair view of the Corporation’s fi nancial position as at 30 June 2008 and of its performance for the year ended on that date; and 

(b) complying with Australian Accounting Standards (including the Australian Accounting Interpretations) and the Corporations Regulations 2001. 

COLIN MURPHY 

AUDITOR GENERAL 

19 August 2008 

4th Floor Dumas House 2 Havelock Street West Perth 6005 Western Australia Tel: 08 9222 7500 Fax: 08 9322 5664
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GLOBAL REPORTING INITIATIVE (G3) INDEX

Content Category / Aspect Comment Page Ref

Strategy & Analysis Indirectly Addressed p 3-9, 51-53

Organisational Profi le

General Overview p 3-8

Operational Structure p 42

Changes to Operations p 12-16

Detailed Statistics p 54-57

Report Parameters

Report Profi le and Scope p 1

Explanation of Processes Not Reported

Reporting Boundary For Statutory Financial Reporting Only p 63-69

GRI Content Index Summary Level Only This table

Assurance For Statutory Financial Reporting Only p 90

Governance, Commitments and Engagement 

Governance p 45-48

Commitments to External Initiatives Not Reported –

Stakeholder Engagement p 33-34

Management Approach for Specifi c Performance Aspects

 Indirectly addressed throughout text, 

where signifi cant

 

Economic Performance

Direct Economic Impacts  

Direct Economic Value p 35-38, 63

Climate Change Impacts Not a single line item for our business. 

Indirectly addressed throughout 

report.

p 5, 8, 11, 

12-14, 35

Employee Entitlements p 67-68, 79

Subsidies Received p 63-64

Market Presence Not Reported

Indirect Economic Impacts p 35-38

Content Category / Aspect Comment Page Ref

Environmental Performance

Materials Not Reported

Energy  p 52

Water  p 11, 21-23, 55-57

Biodiversity p 24-25

Emissions, Effl  uents, and Waste Partially addressed (Wastewater, 

Biosolids, Greenhouse gas emissions)

p 52, 56

Products and Services Interpreted as Demand Management 

and Wastewater Recycling Programs

p 21-23, 51-52

Compliance  p 53

Transport Not Reported

Environmental Expenditures Not reported. Not considered to be a 

separate line item for our business

Social Performance

Labour Practices and Decent Work

Employment Partially Addressed p 27-28

Labour Relations Not Reported

Occupational Health and Safety p 29-30

Training and Education Partially Addressed p 27

Diversity and Opportunity p 28

Human Rights

Indigenous Engagement p 33-34

Other Aspects Not relevant in the Australian context

Society Indirectly Addressed p 45-48

Product Responsibility Interpreted as Water Quality and safe 

wastewater conveyance (overfl ows)

p 26, 51
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INDEX
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Advertising 6, 11, 42, 48, 50

Apprenticeships 27

Asset management 5, 17, 42, 43, 45, 47

Audit and Compliance Committee 7, 40, 42, 45-46, 48, 85

Australian Drinking Water Guidelines 26

Awards 6, 8, 17,30,  31

Balance sheet 44,49, 61

Biodiversity 24, 25, 49, 91

Biosolids 9, 16, 52, 91

Board of Directors 7, 8, 27, 35, 39-40, 42, 45, 

 46-47, 48, 49-50, 81, 85, 86

Capital delivery program 15, 19, 35-36, 44, 45, 65

Capital investment 35-36, 65

Capital works 6, 19, 36-37, 65

Cash fl ow statement 63, 81, 90

Community 3, 4, 6, 7, 8, 11, 13, 16, 19,  

 21, 23, 24, 28, 31, 33-34, 35, 44

Corporate governance 7, 45-46

Culture 4, 6-7, 11, 27, 29, 45

Customer Service 4, 5, 6, 27,31-32, 43, 53

Dam, Logue Brook 12

Dam, Moochalabra 13

Dam, Quickup 14, 23, 26
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Dams 12, 13, 14, 23, 26, 55
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Economic performance 35-36, 46, 52, 91
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Energy use 15, 24, 52
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Expenses 57, 60, 63, 70

Groundwater Replenishment Trial 9, 23

Item Page No 
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Income statement 60

Indigenous employment 27-28, 51, 60

Indigenous engagement 6, 28, 33-34, 91
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Operating results 49
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Perth Seawater Desalination Plant 17, 21, 24, 35, 44, 46, 55
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 29-30, 33, 42, 47, 51, 91
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Southern Seawater Desalination Plant 6, 8, 12, 33 
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Wastewater Overfl ow Risk Management 16
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Wastewater Treatment Plant, East Rockingham 6, 15
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General and Customer Account Enquiries 

Telephone: 13 13 85 (8am – 5pm weekdays) 

Building Services and Subdivision Enquiries 

Telephone: 13 13 95 (8am – 5pm weekdays) 

Faults, Emergencies and Security 

Telephone: 13 13 75 (24 hours) 

Postal Address 

Water Corporation 

PO Box 100 

Leederville WA 6902


