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1 Executive Summary 

 

1.1 Operational Audit 

Audit Objective 

The operational audit (“Audit”) was conducted to assess Moama Lifestyle Villages Pty 

Ltd.’s (“Moama”) level of compliance with the conditions of its licence. 

The Audit covered the period from 1 October 2014 to 30 September 2017 (“Audit 

Period”) inclusive. 

 

Licence, Business and Major Changes 

Moama provides water services under the provisions of a Water Services Licence issued 

by the Economic Regulation Authority (“ERA”). 

Moama was granted a Water Services Operating Licence (“WSOL”) by the ERA. The 

WSOL commenced on the 7th September 2010 and authorises Moama to provide non - 

potable water supply services and sewerage services.   

The legislation that governs the licensing of water service providers is the Water 

Services Act 2012 (“Act”). The Act, except for some sections, commenced on 18 

November 2013. An ‘amendment by substitution’ was made to the WSOL, dated 18 

November 2013, to take account of the provisions of the Act.  

No major change in the business of Moama took place during the Audit Period.   

 

Moama’s Actions on Previous Audit Report Recommendations 

The previous Audit was conducted by Quantum Assurance in respect of the period 1 

October 2012 to 30 September 2014. The Quantum Assurance Final Report, dated 

January 2015, identified two non-compliances and 1 control improvement.  

This Audit assessed the actions taken by Moama in response to the non-compliances 

included in the Audit Report dated January 2015. This Audit determined both the two 

previously identified non-compliances are still unresolved. This audit determined the 

control improvement was not implemented.  

Details of these non-compliances and recommendations as included in the previous 

Audit Report, its status and any further action required are included in Table 5 entitled: 

“Previous Audit: Non-Compliances and Recommendations” as in section 3 of this Report.  

 

Summary of Non-Compliances and Recommendations Arising from the Current Audit 

The Audit identified several instances of non-compliance with the conditions of 

Moama’s WSOL.  

Two separate assessments are provided in respect of the individual compliance 

obligations and the controls for each obligation:  
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• A summarised assessment of both compliance and controls per individual 

obligation is disclosed in Table 9 entitled: “Audit: Obligation Ratings Summary – Water 

Services Act 2012” as in section 4 of this Report; and  

• A detailed assessment of both compliance and controls per individual obligation, 

including recommendations for findings of non-compliance and/or weak controls, 

is disclosed in Table 10 entitled: “Audit Observations and Recommendations: Water 

Services Act 2012” as in section 4 of this Report.  

Furthermore, specific detailed information as to those individual obligations assessed 

as non-compliant and/or as having weak controls is contained in Table 11 entitled: 

“Current Audit: Non-Compliances and Recommendations” as included in section 4 of this 

Report. 

 

Control Environment 

The control environment operated by Moama during the Audit Period to help ensure 

compliance with its Licence conditions was assessed to have been inadequate.  

 

Licence Compliance  

In the auditor’s professional view, apart from the instances of non-compliance with the 

conditions of Moama’s WSOL referred to above, Moama complied with the conditions 

of its Licence during the Audit Period.    

Table 1 on the following page provides a summary of the Audit ratings for both controls 

and compliance across all obligations. Table 1 provides this summary from the 

perspective of the Audit priorities determined during the Audit planning phase, and is 

as follows:   
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Summary of Conclusions 

This review notes three different wastewater treatment companies have operated 

Moama’s Wastewater Treatment Plant (“WWTP”) since its water services licence was 

granted in 2010. A series of plant emergencies and treatment non-compliances occurred 

during the initial years, resulting in the 2015 appointment of the third company, 

Wastewater Services Pty Ltd (“WWS”) to operate and manage the sewerage system. 

During this period there has been a marked improvement in the operation and 

maintenance of the system and treatment quality. WWS operates the system on an ad-

hoc basis. Contract documents have been prepared for WWS to construct and operate 

a new WWTP. However, the contract has not been executed pending resolution of the 

possibility of a Water Corporation sewer becoming available to accept sewage flows 

from the Moama site in the near future. 

This review concludes that Moama’s failure to address the above recommendations 

over the last three years indicates an unfortunate lack of management interest in 

complying with the requirements and obligations of its Licence.  This review’s average 

performance rating of “C 3” underlines this conclusion. 

The sewage collection, treatment, and non-potable reticulation system is currently well 

operated, maintained and is performing satisfactorily. However, the ad-hoc nature of 

the services provision reduces Moama’s overall control of the system and exposes its 

customers to a potential loss of the service in the event of a significant (albeit unlikely) 

dispute between Moama and its service provider.  

 

Moama’s Response to Previous Review Report Recommendations 

The previous Review was conducted by Quantum in 2014. The Review Report, dated 

January 2015, identified several issues and provided ten detailed recommendations to 

resolve the issues identified.  

This review concluded that none of the ten recommendations have been adequately 

resolved.  This conclusion is primarily due to Moama’s failure to update its 2009 asset 

management documentation and/or to implement most of the recommendations. 

Details of actions taken by Moama in response to the recommendations, together with 

the Reviewer’s assessment are provided in Table 7 entitled: “Previous Review: 

Deficiencies and Recommendations” as in section 3 of the accompanying report. 

The recommendations of the previous Review and subsequent status related to each 

recommendation as provided in Table 7 are summarised as follows:  

Asset Planning 

• Recommendation 05/2014: Unresolved: 

• The licensee should ensure that clear and well-defined service levels are included 

in the next revision of the operations and maintenance contract; and 

• The licensee should ensure that a signed copy of any future operations and 

maintenance contract is retained.        

• Recommendation 06/2014: Partly addressed – Unresolved: 

The licensee should continue to monitor the capacity of the WWTP, currently at 50% 

capacity for 143 houses. When the system nears its maximum capacity, an Asset 

Transition Plan should be developed to provide further capacity, depending upon 
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the options available at the time such as connecting to the Water Corporation’s sewer 

network or upgrading the plant.                                          

• Recommendation 07/2014: Unresolved: 

• The licensee should ensure that a full review and revision of the Asset 

Management Plan is undertaken covering all aspects of the AMP, including the 

financial information and modifications of the plant; and 

• The licensee should include the AMP on the TLLV WWTP Document Register 

and ensure the AMP is reviewed and updated every two years or whenever 

major changes occur.   

Asset Operations 

• Recommendation 08/2014: Partly Resolved: 

• The licensee should revise the documentation of all Operational and 

Maintenance policies and procedures; 

• The licensee should ensure that the procedure of a daily visual inspection of the 

plant undertaken by NLV personnel is added to the Operational and 

Maintenance policies and procedures; 

• The licensee should ensure that monthly recycled water samples are taken, 

analysed and reported to the Department of Health; and 

• The licensee should ensure that all aspects of alarm monitoring procedures, 

including a formal hierarchy of referrals, are documented to ensure fail safe 

operation of the WWTP. 

• Recommendation 09/2014: Unresolved:  

The licensee should ensure that a new Asset Management Register is developed and 

includes all assets including asset type, location, material, plans of components, and 

an assessment of assets’ physical/structural condition.     

• Recommendation 10/2014: Unresolved: 

• A record of Tristar operators training as well as NLV staff where relevant should 

be documented in the TLLV WWTP Asset Management System Competency and 

Training Record template; 

• The licensee should ensure that all NLV staff involved with daily plant inspection 

and frontline operation monitoring activities are inducted in Health and Safety 

Guidelines prior to conducting the daily inspections and a record of this is kept 

in the Plant Induction Record template; and 

• The licensee should ensure that the TLLV WWTP Asset Management System 

Competency and Training Record and Plant Induction record are regularly 

reviewed and kept up to date.        

Risk Management  

• Recommendation 11/2014: Unresolved:  

• The licensee should ensure that risks associated with the non-potable water 

reticulation/re-use (e.g. cross connection, un-authorised use of recycled water, 

residents coming into contact with below ground irrigation system, etc.) are 

captured in the Risk Register;  

• The licensee should ensure that a current copy of the WWTP Risk Register is kept 
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on the Tristar’s WWTP procedures file kept on site; and 

• The requirement to keep a current copy of the WWTP Risk Register on the 

Tristar’s WWTP procedures file should be added into the Internal Audit 

Checklist and compliance reviewed regularly.      

Contingency Planning 

• Recommendation 12/2014: Unresolved: 

• The licensee should ensure that a current copy of the WWTP Emergency 

Response Plan as well as TLLV Emergency Response Plan is kept on the Tristar’s 

WWTP procedures file kept on site; and 

• The licensee should update the AMS Contact List, outside of the normal review 

frequency, when changes to staffing occur.     

Financial Planning 

• Recommendation 13/2014: Unresolved: 

• The licensee should review the financial objectives and strategies and actions to 

achieve the objectives in the Financial Plan, for validity and accuracy in terms of 

the current operation of the WWTP; 

• The licensee should update the Financial Plan for financial projections of 

operating statements (profit/loss) and statements of financial position for the next 

5 years from 2014;        

• The licensee should update the Financial Plan for firm predictions of income for 

next 5 years from 2014 and reasonable indicative predictions beyond this period; 

and 

• The licensee should review and update the Financial Plan for operations and 

maintenance, administration and capital expenditure requirements of the 

services based on the current data collections and verifications, and for the 

WWTP modifications and current operation of the WWTP.    

Capital Expenditure Planning:  

• Recommendation 14/2014: Unresolved:  

As part of the Financial Plan review and update, the licensee should review and 

update the capital expenditure plan in the financial plan to be consistent with the 

asset life and current assets.        

     

Licence Compliance  

Tables 8 & 9 of the ERA’s: “Audit and Review Guidelines: Water Licences – July 2014” 

provided the basis for assessment of the effectiveness rating levels associated with 

“Asset Management Process and Policy Definition” and “Asset Management 

Performance” during the Review.  

The Reviewer’s assessment (based on the above tables) of the effectiveness of Moama’s 

Asset Management System is summarised in Table 2 on the following page: 
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2 Scope of Work 

 

2.1 Objectives 

2.1.1 Operational Audit 

The objective of the Audit was to assess the effectiveness of measures taken by Moama 

to meet the conditions referred to in the Licence including the legislative obligations 

called up by the Licence.  

This Audit Report identifies areas where improvement is required and recommends 

corrective action (see Table 11 entitled: “Current Audit: Non-Compliances and 

Recommendations” as in section 4 of this Report).  

 

2.1.2 Asset Management System Effectiveness Review 

The Act requires that Moama provides for and maintains an asset management system. 

The system should set out the processes to be taken by Moama to ensure the proper 

planning, operation, financing, maintenance, repair and renewal of its assets and for 

monitoring of its water services. The Act requires Moama to provide the ERA with a 

report by an independent expert on the effectiveness of the system.  

This review will provide the ERA with an independent opinion on whether or not 

Moama has in place the appropriate systems for the planning, construction, operation 

and maintenance of its water services assets.  

This Review Report identifies areas where improvement is required and recommends 

corrective action (see Table 16 entitled: “Current Review: Deficiencies and 

Recommendations” as in section 5 of this Report). 

  

2.2 Scope  

2.2.1 Operational Audit 

The Audit focused on the systems and effectiveness of processes used to ensure 

compliance with the standards, outputs and outcomes required by the Licence. The 

scope of the Audit included the adequacy and effectiveness of performance against the 

requirements of the Licence and considered:  

• Process compliance – the effectiveness of systems and procedures in place 

throughout the Audit Period, including the adequacy of internal controls; 

• Outcome compliance – the actual performance against standards prescribed in the 

Licence throughout the Audit Period; 

• Output compliance – the existence of output from systems and procedures 

throughout the Audit Period (that is, proper records exist to provide assurance that 

procedures are being consistently followed and controls are being maintained); 

• Integrity of reporting – the completeness and accuracy of the compliance and 

performance reports provided to the ERA during the Audit Period; and  

• Compliance with any individual licence conditions – the requirements imposed 

on the specific licensee during the Audit Period by the ERA or specific issues advised 
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by the ERA.  

Further references to the Audit scope are covered in detail in this section of the Report. 

 

2.2.2 Asset Management System Effectiveness Review 

The Review focused on the asset management system, including asset management 

plans, which set out the measures that are to be taken by Moama for the proper 

operation and maintenance of assets. The plans must convey Moama’s business 

strategies to ensure the effective management of assets over at least a five-year period.  

The scope of the Review included an assessment of the adequacy and effectiveness of 

the asset management system by evaluation of the 12 key asset management processes 

mandated, being: 

• Asset planning; 

• Asset creation/acquisition; 

• Asset disposal; 

• Environmental analysis; 

• Asset operations; 

• Asset maintenance; 

• Asset management information system; 

• Risk management; 

• Contingency planning; 

• Financial planning; 

• Capital expenditure planning; and 

• Asset management system.  

Further references to the Review scope are covered in detail in this section of the Report. 

 

2.3 Audit/Review Methodology 

2.3.1 Audit Plan 

A risk-based approach was used to develop an Audit and Review Plan. This approach 

assessed the appropriate risk factors and consequently the Audit and Review were 

focused on higher risk areas, with less intensive coverage of medium and lower risk 

areas.  

 

2.3.2 Fieldwork  

The Audit fieldwork consisted of the following steps:  

• Conducted an initial meeting with relevant staff at Moama and reviewed processes 

to obtain an understanding of procedures, systems and controls which were in place 

to ensure compliance with license conditions;  

• Evaluated the adequacy of the controls to cover the identified risks and performed 

more extensive audit/review testing of higher risk areas to provide sufficient 

assurance and confirmed lower risk areas by discussion and observation; 

• Assessed compliance with License conditions over the Audit Period as well as at the 
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• Water Compliance Reporting Manual – Water Services Act 2012 – April 2014;  

• Water Compliance Reporting Manual – Water Services Act 2012 - July 2016; 

• Water Services Operating Licence – Moama Lifestyle Villages Pty Ltd – WL40, 

Version 2, 18 November 2013;  

• Water Services Licence – Moama Lifestyle Villages Pty Ltd – WL40, Version 3, 1 July 

2016; 

• Moama Lifestyle Villages Pty Ltd – Audit and Review Plan – Operational Audit and 

Asset Management System Effectiveness Review of the Water Services (Operating) 

Licence for 2014 - 2017;  

• Quantum Assurance - Moama Lifestyle Villages Pty Ltd – (Tuart Lakes Lifestyle 

Village) – Operational Audit and Asset Management System Review – Water 

Licence WL40 (Non-potable and sewerage) - Final Report – Economic Regulation 

Authority – January 2015;    

• Compliance Report – 01/07/2014 to 30/06/2015;  

• Compliance Report – 01/07/2015 to 30/06/2016;  

• Compliance Report – 01/07/2016 to 30/06/2017;  

• Two complaints handling procedure documents;  

• “National Lifestyle Villages – Tuart Lakes Lifestyle Village – Customer Charter”;  

• Communication with the ERA;   

• Appropriate financial documents; 

• Sample of “Residential Site Agreements – Tuart Lakes Lifestyle Village”; 

• TLLV’s “Compliance Register – Reporting Requirements”; 

• “Village Policy – Your Guide to Village Life - National Lifestyle Villages”;  

• Performance Reporting Data Sheets – 2014-2015; 

• Performance Reporting Data Sheets – 2015-2016; and 

• Performance Reporting Data Sheets – 2016-2017. 

 

2.7.2 Asset Management System Effectiveness Review 

Details of key documents and other information sources examined during the Review 

are as follows:   

• Water Services Operating Licence – Moama Lifestyle Villages Pty Ltd – WL40, 

Version 2, 18 November 2013;  

• Water Services Licence – Moama Lifestyle Villages Pty Ltd – WL40, Version 3, 1 July 

2016; 

• Audit and Review Guidelines: Water Licences – July 2014; 

• Tuart Lakes Lifestyle Village Asset Management Plan - 13/10/2009 together with 

sixteen Appendices – including:  

• Department of Health “In Principle Approval”;  

• Department of Environment and Conservation Works Approval;  

• WWTP Operation and Maintenance Manual; and  

• Department of Health Validation Monitoring Program. 

• Water Sample Analyses for 2014/15, 2016/17 and 2017/18 (2015/16 not provided);  
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6 Audit Opinion 

 

To the best of my knowledge, this report is based on true representation of the audit 

findings and opinions. 

 

______________________________ 

Cameron Palassis 

Executive Director – Audit and Assurance 

 

Paxon Group  

Level 5, 160 St Georges Terrace 

Perth WA 6000 

 

Date:  8 May 2018 
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