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Limitations of this Report 

This report was prepared for distribution to the Economic Regulation Authority and the 
Aquasol Pty Ltd for the purpose of fulfilling Aquasol’s operational audit and asset 
management system effectiveness review obligations under its Water Services Operating 
Licence.  We disclaim any assumption of responsibility for any reliance on this report to any 
persons or users other than the Economic Regulation Authority and the Aquasol Pty Ltd, or 
for any purpose other than that for which it was prepared. 

Because of the inherent limitations of any internal control environment, it is possible that 
fraud, error or non-compliance may occur and not be detected.  An audit is not designed to 
detect all instances of non-compliance with the procedures and controls over the licence 
obligations of the Water Services Operating Licence, since we do not examine all evidence 
and every transaction. The audit and review conclusions expressed in this report have 
been formed on this basis. 
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1. Executive Summary 

1.1 Background 

The Economic Regulation Authority (the Authority) has engaged Quantum Management 
Consulting and Assurance (Quantum) to undertake an operational audit and asset 
management system effectiveness review of Aquasol’s for the provision of potable and 
non-potable water supply and sewerage services in the Lancelin South operating area, to 
comply with the licensing requirements of the Authority. 

Aquasol provides waste water (sewerage) treatment services as well as water treatment 
services (potable and non-potable) for the residential and industrial development, known 
as Lancelin South, which is located 2.2km south east of the Lancelin Town site, on Lot 
5243 and Lot 9505 Lancelin Road. The land development is currently divided into three 
Phases – Phase 1 will comprise a total of 250 lots, Phase 2 will increase this to 1,000 lots 
and Phase 3 will increase the total to 4,000 lots. The development is currently in Phase 1. 

Aquasol manages the operations and maintenance of the Water Treatment Plant, the 
interconnected infrastructure as well as the finances and fees related to the service 
provided to residents/customers. The Water Treatment Plan is a newly commissioned 
installation.  Water is supplied from an aquifer via a bore.  The water is filtered, chlorinated 
and a percentage is treated using a reverse osmosis system to remove part of the salt 
load.  The treated water is then stored in a potable water tank before being delivered to 
consumers through a distribution pipe network. 

The waste from the reverse osmosis plant is stored, mixed with pre-filtered bore water and 
used to irrigate residential lots using a “third pipe” scheme approach. The waste water 
service is provided by Aquasol managing the waste water collection point and the cartage 
to the Water Corporation treatment system in Lancelin. 

Aquasol is required to comply with the terms and conditions of their licence.  There were 
four versions of the Water Operating License WL42 in force over the audit period - Version 
1 to 3 July 2013, Version 2 to 19 September 2013, Version 3 to 17 November 2013 (under 
the previous Water Licencing Act 1995) and Version 4 being a “substituted licence” under 
the Water Services Act 2012 (WA) from 18 November 2013.  

Not less than once in every period of 24 months, the Authority requires an operational audit 
of compliance with the licence conditions and a review of the asset management system to 
comply with the licensing requirements of the Authority.  

This is the first Audit and Review of the Licence and covers the period from 
commencement of the licence on 5 February 2013 to 31 January 2015. 

The audit and review approach is based on the compliance obligations set out in the 
Licence, applicable legislation, regulatory guidelines (Water Compliance Reporting Manual 
– April 2014) and the Audit and Review Guidelines: Water Licences - July 2014.   

 

1.2 Operational Audit 

This audit has been conducted to assess the licensee’s level of compliance with the 
conditions of its licence. This is the first audit of compliance with the licence conditions. 

Through the execution of the Audit Plan and assessment and testing of the control 
environment, the information system, control procedures and compliance attitude, the 
audit team members have gained reasonable assurance that Aquasol has: 

a) complied with its licence obligations during the audit period from 5 February 2013 to 
31 January 2015 with the exception of: 

 the Billing Enquiries (Review of a Bill) procedure does not contain all the 
information required under the Water Services Code of Conduct (Customer 
Service Standards) 2013; 

 the Complaints Procedure does not contain all the information required under the 
Water Services Code of Conduct (Customer Service Standards) 2013; 
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 not all of the “prescribed information” under the Water Services Code of Conduct 
is available on Aquasol’s website and in hardcopy; and 

 Compliance reports were not always submitted by the due dates, records of 
reports submissions are not always kept and there is no Compliance Breach 
Register. 

b) established an adequate control environment for ongoing compliance apart from the 
non-compliance issues noted above and some inadequate controls. 

c) maintained the data integrity of reporting to the Authority apart from the exceptions 
noted above.  

The audit recommended that Aquasol: 

a) update the Billing Enquiries procedure to include the details required by the Water 
Services Code of Conduct (Customer Service Standards) 2013; 

b) update the Complaints Procedure to include the details required by the Water 
Services Code of Conduct (Customer Service Standards) 2013; 

c) ensure that all future Compliance Reports are submitted to the Authority within the 
timeframes required, keep a record of the reports submissions and update the ERA 
Commitments To Follow schedule for the requirement to submit the annual 
Compliance and Performance Reports and their due dates; 

d) update the ERA Commitments To Follow schedule for the Financial Hardship Policy’s 
next review due date and other requirements noted in this report; 

e) make available all the “prescribed information” under the Water Services Code of 
Conduct (Customer Service Standards) 2013 on Aquasol’s website and in hardcopy; 
and 

f) develop and/or update internal procedures with the requirements under the licence 
water service works, road works, notification to the Authority of general or major water 
service works within 10 business days, termination of water supply, conditions of entry 
to premises, issue of work order notices or compliance notices, warrants, billing 
review, under and over charges, memorials, objections and reducing flow rates.     

1.3 Asset Management System Review 

This review has been conducted to assess the effectiveness of the licensee’s asset 
management system. This review is the first review of the asset management system. 

The assets are as described above with no major changes over the review period.  

Through the execution of the Review Plan and assessment and testing of the control 
environment, the information system, control procedures and compliance attitude, the audit 
team members have gained reasonable assurance that Aquasol: 

a) established an adequate control environment for ongoing compliance in respect of 
the asset management system with the only exception being: 

 the Asset Management Plan for Waste Water Treatment Services still refers to 
the former Water Services Act 1995 and the old version of the operating 
licence and does not reflect the most recent changes to the legislation and the 
new version of the operating licence issued on 18 November 2013. 

The review recommended that Aquasol implement the following opportunities for 
improvement: 

a) update the Legislative Requirements Section of the Asset Management Plan for 
Waste Water Treatment Services for the changes in the legislative requirements;  

b) as planned, finalise the agreement with the Department of Health re formalising 
the drinking water standards; 

c) put in place a formal contract with the sewerage cartage contractor; 

d) include the distribution and reticulation mains and other equipment in the sub-
division, in the Asset Register; 

e) improve the documentation of the planned maintenance activities and include 
maintenance of the distribution and reticulation mains; 
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f) ensure that data backups are regularly tested. 

g) consider the risks associated with the current level of sewage service and 
document the risk and treatment plans in the risk register; 

h) keep a copy of the risk register onsite at the water treatment plant; 

i) formally document the contingency measures and plans that have been put in 
place, and the testing;  

j) update the financial plan for the slower take-up of lots in the sub-division than 
planned; and 

k) implement the planned annual reviews of the Asset Management Plans.. 

Overall, the plant is assessed as being in good working order and being well-maintained. 
There is generally an effective asset management system in place that can be enhanced 
by the improvements recommended in this report. 

 
We confirm that the Authority’s Audit and Review Guidelines:  Water Licences (July 2014) 
have been complied with in the conduct of this audit/review and the preparation of the 
report, and that the audit findings reflect our professional opinion. 

 

Quantum Management Consulting & Assurance 

 
Geoff White   
Director 
 
 28 May 2015   
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2. Operational Audit 

2.1 Introduction 

Aquasol Pty Ltd (Aquasol) has a Water Services Operating Licence, issued by the 
Economic Regulation Authority (‘the Authority’) for the provision of potable and non-potable 
water supply and sewerage services in the Lancelin South operating area. 

There were four versions of the Water Operating License WL42 in force over the audit 
period - Version 1 to 3 July 2013, Version 2 to 19 September 2013, Version 3 to 17 
November 2013 (under the previous Water Licencing Act 1995) and Version 4 being a 
“substituted licence” under the Water Services Act 2012 (WA) from 18 November 2013.  

The audit approach is based on the compliance obligations set out in the Licence, 
applicable legislation, regulatory guidelines (Water Compliance Reporting Manual – April 
2014) and the Audit and Review Guidelines: Water Licences - July 2014.   

2.2 Objectives and Scope 

The objective of the audit was to provide an assessment of the effectiveness of measures 
taken by the licensee to meet the obligations referred to in the Licence. 

The audit has applied a risk-based approach to focus on the systems and effectiveness of 
processes used to ensure compliance with the standards, outputs and outcomes required 
by the Licence.  The approach is set out in a detailed Audit Plan approved by the Authority 
that was designed to focus on the higher risk areas with less intensive coverage of medium 
and low risk areas. Refer audit approach in Appendix A.  

The scope of the audit covered the following areas: 

 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 and Codes of 
Conduct prescribed in the licence throughout the audit period. 

 Output compliance – the existence of the 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 Authority and to other regulatory organisations 
providing licences to the Aquasol for the water services. 

 Compliance with any individual licence conditions – the requirements imposed on 
the Licensee by the Authority or specific issues advised by the Authority. 

The highest priority areas based on inherent risk were: 

 Provision of water services in accordance with the licence – high inherent risk 
and Type 1 reporting obligation (obligation 1).  

 Asset Management System – high inherent risk (obligation 6). 

 Cut off water supply – high inherent risk and Type 1 reporting obligation 
(obligation 21).  

 Compliance with the service and performance standards - area of high 
inherent risk (obligation 190).  

 

The audit aimed to identify any areas where improvement is required and to recommend 
corrective action as necessary.  

The audit covered the period from 5 February 2013 to 31 January 2015. 
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2.3 Audit Compliance and Controls Rating Scale 

The adequacy of controls and compliance with the legislative obligations was assessed 
using the following ratings. 
 

Adequacy of Controls Rating Compliance Rating 

Rating Description Rating Description 

A Adequate controls – no improvement 
needed 

1 Compliant 

B Generally    adequate    controls    –
improvement needed 

2 Non-compliant – minor impact on 
customers or third parties 

C Inadequate   controls   –   significant 
improvement required 

3 Non-compliant – moderate impact 
on customers or third parties 

D No controls evident 4 Non-compliant – major impact on 
customers or third parties 

NP Not performed – no activity in current 
period 

NR Not rated – no activity in current 
period 

 
 
 

2.4 Status of Previous Audit Recommendations 

As this is the first audit of the Licence, there were no previous audit recommendations.   
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2.8 Conclusion 

This audit has been conducted to assess the licensee’s level of compliance with the 
conditions of its licence. This is the first audit of compliance with the licence conditions. 

Through the execution of the Audit Plan and assessment and testing of the control 
environment, the information system, control procedures and compliance attitude, the audit 
team members have gained reasonable assurance that Aquasol has: 

a) complied with its licence obligations during the audit period from 5 February 
2013 to 31 January 2015 with the exception of: 

 the Billing Enquiries (Review of a Bill) procedure does not contain all the 
information required under the Water Services Code of Conduct (Customer 
Service Standards) 2013; 

 the Complaints Procedure does not contain all the information required 
under the Water Services Code of Conduct (Customer Service Standards) 
2013; 

 not all of the “prescribed information” under the Water Services Code of 
Conduct is available on Aquasol’s website and in hardcopy; and 

 Compliance reports were not always submitted by the due dates, records of 
reports submissions are not always kept and there is no Compliance Breach 
Register. 

b) established an adequate control environment for ongoing compliance apart from 
the non-compliance issues noted above and some inadequate controls. 

c) maintained the data integrity of reporting to the Authority apart from the 
exceptions noted above.  

The audit recommended that Aquasol: 

a) update the Billing Enquiries procedure to include the details required by the 
Water Services Code of Conduct (Customer Service Standards) 2013; 

b) update the Complaints Procedure to include the details required by the Water 
Services Code of Conduct (Customer Service Standards) 2013; 

c) ensure that all future Compliance Reports are submitted to the Authority within 
the timeframes required, keep a record of the reports submissions and update 
the ERA Commitments To Follow schedule for the requirement to submit the 
annual Compliance and Performance Reports and their due dates; 

d) update the ERA Commitments To Follow schedule for the Financial Hardship 
Policy’s next review due date and other requirements noted in this report; 

e) make available all the “prescribed information” under the Water Services Code of 
Conduct (Customer Service Standards) 2013 on Aquasol’s website and in 
hardcopy; and 

f) develop and/or update internal procedures with the requirements under the 
licence water service works, road works, notification to the Authority of general or 
major water service works within 10 business days, termination of water supply, 
conditions of entry to premises, issue of work order notices or compliance 
notices, warrants, billing review, under and over charges, memorials, objections 
and reducing flow rates.     
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3. Asset Management System Review 

3.1 Objectives and Scope 

The objective of the review was to assess the adequacy and effectiveness of the 
asset management system in place for the undertaking, maintenance and monitoring 
of the licensee’s assets. 

The scope of the review included an assessment of the adequacy and effectiveness 
of the asset management system by evaluating the key processes of: 

 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 
 Review of the asset management system. 

 
The highest priority asset components based on inherent risk were: 

 Asset Planning - high inherent risk. 

 Environmental Analysis – high inherent risk.  

 Risk Management – high inherent risk (first review) 

 Contingency Planning - high inherent risk.  

The review identified areas where improvement is required. 
 
The review covered the period from 5 February 2013 to 31 January 2015. 
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3.7 Conclusion 

This review has been conducted to assess the effectiveness of the licensee’s asset 
management system. This review is the first review of the asset management system. 

The assets are as described above with no major changes over the review period.  

Through the execution of the Review Plan and assessment and testing of the control 
environment, the information system, control procedures and compliance attitude, the 
audit team members have gained reasonable assurance that Aquasol: 

a) established an adequate control environment for ongoing compliance in 
respect of the asset management system with the only exception being: 

 the Asset Management Plan for Waste Water Treatment Services still 
refers to the former Water Services Act 1995 and the old version of the 
operating licence and does not reflect the most recent changes to the 
legislation and the new version of the operating licence issued on 18 
November 2013. 

The review recommended that Aquasol implement the following opportunities for 
improvement: 

a) update the Legislative Requirements Section of the Asset Management Plan 
for Waste Water Treatment Services for the changes in the legislative 
requirements;  

b) as planned, finalise the agreement with the Department of Health re 
formalising the drinking water standards; 

c) put in place a formal contract with the sewerage cartage contractor; 

d) include the distribution and reticulation mains and other equipment in the 
sub-division, in the Asset Register; 

e) improve the documentation of the planned maintenance activities and 
include maintenance of the distribution and reticulation mains; 

f) ensure that data backups are regularly tested. 

g) consider the risks associated with the current level of sewage service and 
document the risk and treatment plans in the risk register; 

h) keep a copy of the risk register onsite at the water treatment plant; 

i) formally document the contingency measures and plans that have been put in 
place, and the testing;  

j) update the financial plan for the slower take-up of lots in the sub-division than 
planned; and 

k) implement the planned annual reviews of the Asset Management Plans.. 

Overall, the plant is assessed as being in good working order and being well-
maintained. There is generally an effective asset management system in place that 
can be enhanced by the improvements recommended in this report. 

 

 

 

 

. 
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Appendix A - Methodology 

A1. Audit and Review Approach 

Our approach to meeting the requirements for the operational audit and asset 
management system effectiveness review is set out below. 

Planning 

 Review the status of the post-implementation action plans from the previous 
audit and the previous review. 

 Contact the Aquasol to gain an understanding of the business, relevant 
management plans, systems, and any changes since the previous review that 
may affect the risk assessment for planning purposes. 

 Update the risk assessment in the previous report for any specific factors or 
changes relevant to the licensee (in tabular form against each licence 
condition and asset management system component).   

 Submit a draft Audit and Review Plan, including the risk assessment and 
proposed approach, to the Authority for review and approval. 

 Send a Pre-Visit Checklist of information and documentation required to the 
Aquasol to enable staff to prepare for the visit (and where possible, send us 
information prior to the site visit). 

 Fieldwork 

 Visit Aquasol’s office and the wastewater treatment facilities in Gnowangerup. 
Conduct various meetings with stakeholders, including corporate services 
and works/facilities management personnel, to determine the effectiveness of 
systems and procedures in place and to compare actual performance against 
the licence standards.   

 Review the status of actions in the previous Post Audit Implementation Plan. 

 Analyse documented procedures to assess whether they are consistent with 
regulatory requirements or arrangements under the licence; 

 Review the systems and procedures to assess whether they reflect 
compliance obligations and performance standards, including assessing and 
testing the following: 

o control environment – management’s philosophy and operating 
style, organisational structure, assignment of authority and 
responsibilities, the use of internal audit, the use of information 
technology and the skills and experience of the key staff members;  

o information system – the appropriateness of the information 
systems to record the information needed to comply with the licence, 
accuracy of data, security of data and documentation describing the 
information system;  

o control procedures – the presence of systems and procedures to 
monitor compliance with the licence or the effectiveness of the asset 
management system and to detect and correct non-compliance or 
under-performance;  

o compliance attitude - the action taken by the licensee  in response 
to the previous audit/review recommendations, and an assessment of 
management’s attitude towards compliance; and  

o outcome compliance – the actual performance against standards 
prescribed in the licence throughout the audit period.  
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 Update the risk assessment with any new information obtained in the course 
of the audit testing and, in instances of significant non-compliance, assess 
the licensee’s plan to ensure compliance and recommend any further 
improvements to achieve compliance. 

Reporting 

 Prior to the conclusion of the site visits, the lead auditor will discuss any 
observations and recommendations with the licensee’s management to 
confirm our understanding of the issues and to discuss the action to be taken. 

 Provide a draft report to the Authority for review no later than two weeks 
before the final report is due and make any revisions necessary. 

 Provide the updated draft report to the Authority for review and feedback prior 
to finalising the report. 

 Issue the final report to the Authority. 

 The Authority will contact the Aquasol for the Post Audit Implementation Plan 
after the report is finalised. 

 

A2. Key Documents and Information Sources 

Regulatory Documents and Reports 
 Audit and Review Guidelines: Water Licences – July 2014 

 Water Compliance Reporting Manual – April 2014 

 Aquasol Pty Ltd – Water Services Operating Licence WL 42 – versions OL1 (5 
February 2013 to 3 July 2013), OL2 (4 July 2013 to 19 September 2013), OL3 
(20 September 2013 to 17 November 2013) and Version 4 (18 November 2013 
onwards). 

 Map of Licence Operating Area - Lancelin South Development (OWR-OA-
304(B)). 

 Compliance reports to the Authority – 2012/13 and 2013/14 

 Performance reports to the Authority – 2012/13 and 2013/14 

 Relevant correspondence with regulators (the Authority, the Department of Health 
and Energy and Water Ombudsman WA).  

Scheme Information and Procedures 
 Aquasol’s ERA Commitments To Follow (Based on Water Operation Licence No 

42) schedule 

 Customer Service Charter for Waste Water, Potable & Non Potable Water 
Services – Lancelin South Development (August 2014) 

 Customer Complaints Procedure and Client Complaints Register 

 Financial Hardship Policy 

 Billing Enquiries (Review of a Bill) Procedure 

 Builder’s Application Package 

 Resident’s Information Package 

 Steps to Follow – Settlement Procedure 

 Aquasol’s Combined General Liability Insurance Policy – Certificate of Currency 

 Relevant correspondence between Aquasol and customers 

Asset Management System 
 Asset Management Plan for Lancelin South Development Waste Water 

Treatment Services (May 2013) 

 Asset Management Plan for Lancelin South Development Potable and Non 
Potable Water Supply (January 2014) 






