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Executive Summary 

General 

The Shire of Morawa holds a water services operating licence (WL24) which permits it to provide sewerage 
services and non-potable water supply services and undertake, maintain and operate any water service 
works to the Shire of Morawa. The operating licence was granted by the Economic Regulation Authority 
(ERA) on 29 April 1996 and subsequently amended on 18 November 2013. 

The Shire provides Sewerage and Non Potable Water Supply services through a 6.2km gravity reticulation 
system and 1.1km pressure main (one pump station and rising main), a treatment plant and an effluent re-
use scheme serving 296 residential and non-residential properties or the equivalent of 883 people. The two 
primary and secondary treatment ponds have a storage capacity of 5,800m3 and the effluent re-use storage 
pond has a capacity of 7,500m3. The scheme collects and treats approximately 75,000 kL annually of 
residential and commercial liquid wastes and re-uses approximately 65,000 kL annually on spray irrigation of 
the town’s ovals. Loadings are anticipated to increase due to pending mining projects. 

There have been no changes to these licences or the assets since the last audit. The Authority has issued a 
new licence (WL24, Version 3) consistent with the Water Services Act 2012.  

Audit and Review Objectives 

Cardno was commissioned by the ERA to undertake an operational audit and asset management system 
review of the Shire of Morawa in accordance with the requirements set out in Sections 24 and 25 of the 
Water Services Act 2012 (WA) and also included in Clauses 14 and 20 of its operating licence. 

This audit has been conducted in order to assess: 

1. The Shire of Morawa’s level of compliance with the conditions of its operating licence. 

2. The effectiveness of the Shire of Morawa’s asset management system. 

This report outlines the findings of the audit and review of the Shire of Morawa to fulfil the above objectives, 
conducted on 12 and 13 January 2015. The operational audit covers the period of 1 December 2011 to 30 
November 2014. The asset management system review covers the period 1 December 2011 to 30 
November 2014.  

The audit was carried out in accordance with the Audit and Review Guidelines: Water Licences, as published 
by the ERA in July 2014. 

Operational Audit 

Findings of the previous Operational Audit  

The previous audit identified the following non-compliances: 

1. Not having a fully developed and implemented Compliance Schedule (minor non-compliance). 

2. Not providing the 2011 Performance Report to the Authority by the due date (minor non-compliance). 

Findings of the current Operational Audit 

Issues identified during the current audit: 

 

Water Services Licensing Act 1995 
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1. 01/2015- Licensee has not provided one of the other two consultation mechanisms identified in 
Clause 4.1(b) of the Act. 

2. 04/2015 - Licensee has not complied with all applicable legislation.  

Water Services Act 2012 

3. 03/2015 - Licensee has not complied with all of the obligations of the Water Services Code of 
Conduct (Customer Service Standards) 2013 

4. 04/2015 - The licensee does not provide required notification of and requirements as to building work 
within 7 days of receiving the fee for dealing with the notification. 

Water Services Code of Conduct (Customer Service Standards) 2013 

5. 05/2015 - Licensee did not have all of the written information for customers about the specified 
matters under Section 21, section 21(2)(c) or (3)(c) and section 73 of the Act. 

6. 06/2015, 07/2015 and 08/2015- License does not have a formal written procedure for the review of a 
bill on the customer’s request. 

7. 09/2015 - The licensee does not have direct debit payment method to allow a customer to pay a bill.  

8. 10/2015 - The Licensee’s complaints procedure is not fully documented 

9. 11/2015, 12/2015, 13/2015, 14/2015 - Licensee's complaints procedure does not meet the 
requirements of AS ISO 10002 and and Clause 35 of the Water Service Code of Conduct 

10. 15/2015 – The Financial Hardship Policy was approved after the due date. 

11. 16/2015 -  The licensee does not make all of the prescribed (Clause 37(1) of the Code) information 
publicly available 

Water Services Act 2012 (Licence Conditions) 

12. 17/2015 - The licensee did not inform the Authority of general works as required. 

13. 18/2015 - The licensee has not complied with all of the duties imposed on it, specifically the 
requirements of the Code of Conduct as set summarised in Obligation 11. 

 

Summary Opinion of the Control Environment 

With respect to the operation of the licenced services during the audit period, the Auditor conducted tests 
and assessed the control environment, the procedures, policies and performance of the Shire of Morawa and 
found that it had an adequate control environment to ensure that the majority of licence obligations are met 
and that it generally operates in accordance with the operating licence.  For the non-compliances observed, 
we found that the controls were generally adequate. We did not observe any instances where we considered 
the controls in place to be inadequate. However, we note that the licensee needs to adjust a number of 
internal processes to better reflect the requirements of the Water Services Act 2012. 

 

Operational Audit - Overall Compliance 

The overall compliance of the Shire of Morawa with its licence is summarised in Section 4.2 of this report. 13 
items were rated as non-compliant. All other items were assessed as compliant, not applicable or not able to 
be rated. 

Asset Management System Review 

Findings of the previous Asset Management System Review 

The previous asset management system review recommended that the Shire: 









Audit Report 
Operational Audit & Asset Management System Review 

May 2015 Cardno viii 

Despite the asset management system not being as effective as it could be, there is significant redundancy 
in the system due to its capacity, flexibility in system operation and the availability of resources such as 
skilled labour and parts. 

We consider that the Shire needs to review important elements of the asset management system (e.g. risk 
assessment, contingency plans and financial plans) to meet the requirements of the Guidelines.  

Asset Management System Review - Overall Effectiveness 

A summary of our assessment of the effectiveness of the Shire of Morawa’s Asset Management System is 
provided in Section 4.3. Three elements were rated a “C3”. All other elements were rated “B” or better for 
policy and procedures and “2” or better for performance.  
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1 Introduction 

1.1 Background 

The Economic Regulation Authority (ERA) is responsible for regulating the licensing schemes for gas, 
electricity and water services in Western Australia. The primary objective of regulation is to ensure the 
provision of a competitive and fair environment, particularly where businesses operate as natural 
monopolies. 

The Shire of Morawa holds a water services operating licence (WL24) which permits it to provide sewerage 
services and non-potable water supply services and undertake, maintain and operate any water service 
works to the Shire of Morawa. The operating licence was granted by the Economic Regulation Authority 
(ERA) on 29 April 1996 and subsequently amended on 18 November 2013. 

The Shire provides Sewerage and Non Potable Water Supply services through a 6.2km gravity reticulation 
system and 1.1km pressure main (one pump station and rising main), a treatment plant and an effluent re-
use scheme serving 296 residential and non-residential properties or the equivalent of 883 people. The two 
primary and secondary treatment ponds have a storage capacity of 5,800m3 and the effluent re-use storage 
pond has a capacity of 7,500m3. The scheme collects and treats approximately 75,000 kL annually of 
residential and commercial liquid wastes and re-uses approximately 65,000 kL annually on spray irrigation of 
the town’s ovals. Loadings are anticipated to increase due to pending mining projects. 

1.2 Purpose of this Report 

As a condition of the licences, licensees are required to conduct a performance audit and asset management 
review that assesses the performance of the licensee against its obligations under the licences. 

The purpose of the performance audit was to assess the effectiveness of measures taken by the licensee to 
meet the conditions referred to in the licence including the legislative obligations called up by the licence. 
The scope of the audit report includes assessing the adequacy and effectiveness of performance against the 
requirements of the licensee by considering: 

 process compliance 

 outcome compliance 

 output compliance 

 integrity of reporting 

 compliance with any individual license conditions. 

The asset management system review covers: 

 a description of the audit or review objectives and the methodology used to conduct the audit or review 

 the interval of time covered by the audit or review and the previous audit or review, if applicable 

 the period over which the audit or review has been performed 

 details of the licensee’s representatives participating in the audit or review 

 details of key documents and other information sources examined by the auditor during the course of the 
audit or review 

 details of the audit or review team members and hours utilised by each member 

 any other information the auditor considers relevant to the audit or review scope of work. 

Sections 24 and 25 of the Water Services Act 2012 obligate the licensee to provide the Authority with an 
operational audit conducted by an independent expert acceptable to the Authority not less than once in every 
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24 month period (or such longer period as the Authority allows) and provide the Authority with a report by an 
independent expert acceptable to the Authority as to the effectiveness of the asset management system not 
less than once in every 24 month period (or such longer period as the Authority allows). 

An operational audit of the Shire of Morawa’s Water Services Operating Licence was last performed for the 
period 1 December 2008 to 30 November 2011. An asset management system review of the licence was last 
performed for the period 1 December 2008 to 30 November 2011.  

Version 3 of the Shire of Morawa’s Water Services Operating Licence WL24 was issued on 18 November 
2013. 
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2 Audit/Review Scope 

2.1 Audit/Review Objectives 

The objectives of this audit were to: 

1. Provide to the Authority an independent assessment of the Shire of Morawa’s compliance with all of 
the relevant obligations under the licences 

2. Provide to the Authority an independent assessment of the effectiveness of the Shire of Morawa’s 
asset management system in relation to WL24 

3. Provide recommendations to address non-compliances, if any. 

2.2 Scope of Works 

The audit encompassed an assessment of the following four key areas using a risk based approach (to ISO 
31000:2009): 

 Process compliance:  assessment of the effectiveness of systems and procedures 

 Outcome compliance:  assessment of actual performance against the prescribed licence standards 

 Output compliance:  assessment of records to indicate procedures are followed and controls are 
maintained 

 Integrity of reporting:  assessment of the completeness and accuracy of the compliance and 
performance reports. 

The scope of works of this audit included: 

 Interviews with key staff members from the Shire of Morawa to: 

- Assess findings from the last audit and review the actions taken to address the recommendations from 
the previous audit / review 

- Assess performance against licence conditions for WL24 

- Assess performance against each asset management process for WL24. 

 Reviews of documents, procedures and policy manuals in relation to financial management and 
planning, service performance standards, asset management, operations and maintenance functions 
and reporting 

 Testing and assessment to determine whether the procedures and policies are followed and determine 
its effectiveness 

 Preparation of an audit report in accordance with the format outlined in the ERA Audit and Review 
Guidelines:  Water Licences (July 2014). 

2.2.1 Operational Audit 

The operating licence audit focussed on the following key areas: 

 Clause 4: Fees 

 Clause 5: Compliance with Applicable Legislation 

 Clause 12: Accounting Records 

 Clause 13: Individual Performance Standards 
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 Clause 14: Operational Audit 

 Clause 15: Reporting change in circumstances 

 Clause 16: Provision of Information 

 Clause 17: Publishing Information 

 Clause 18: Notices 

 Clause 20: Asset Management System 

 Clause 21: Water Services Ombudsman Scheme 

 Clause 22: Standard Terms and Conditions of Service 

 Clause 23: Customer Contract 

 Clause 24: Non Standard Terms and Conditions of Service  

 Clause 25: Supplier of Last Resort 

 Clause 26: Duties of the Licensee 

 Clause 27: Provision of Water Services 

 Clause 28: Provision of Water Services Outside Operating Area 

 Clause 29: Works Holding Arrangements 

 Clause 30: Hardship Policy 

 Clause 31: Memorandum of Understanding 

2.2.2 Asset Management System Review 

The Asset management system review included an assessment of the asset management system 
implemented by the Shire of Morawa and covered the following key areas: 

 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. 
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2.3 Methodology and Approach 

The audit was undertaken in accordance with ASAE3000. Our approach to the reporting work was to work 
closely with the licensee so that comments and challenges could be responded to and addressed before the 
audit report was finalised. The key areas of our approach included: 

 A start-up discussion (by telephone) with the Shire to:  

- Discuss the main issues to be addressed at audit  

- Identify any issues from the previous audit 

- Identify any new issues arising from changes to the Licence or operating environment 
requirements 

- Discuss the audit plan. 

 Preparation of a draft audit plan for comment by the licensee. The audit plan identified the number and 
location of audits, the information to be addressed and the auditor responsible. 

 Submission of the draft audit plan to the ERA for approval 

 A start-up meeting on-site at the beginning of our audit work 

 On-site audit work comprising: 

- Face-to-face interviews with business staff responsible for the audit area 

- Demonstration of key systems 

- Sample testing for outcome compliance (assessing sample of documents to confirm procedures / 
policies are followed and implemented) 

- Review of any non-compliances and assess if any corrective action was undertaken and its 
effectiveness 

- Controls assessment on obligations that are found to be non-compliant 

 Preliminary audit feedback at the audit close-out meeting 

 Preparation of a draft report for the Shire’s review and comment 

 Preparation of a final report for submission to the ERA 

Our methodology for completing this audit assignment was based on:  

 A risk assessment that determined the priority of each audit area, using the risk management framework 
in Appendix A 

 Our understanding of the licensee’s business 

 The experience of our audit team in undertaking regulatory audits which has been gained in several 
jurisdictions in Australia and in the United Kingdom 

 The outcome of the previous audit completed of the licensee 

Our audit methodology, including the key documents required to be reviewed and the supporting systems 
that we requested to see demonstrated, is detailed in Table 2-1 and Table 2-2. 
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7 Confirmation of the Audit/Review 

I confirm that the audit/review carried out at the Shire of Morawa on 12 and 13 January 2015 and recorded in 
this report is an accurate presentation of our findings and opinions. 

 

Stephen Walker 
Cardno (QLD) Pty Ltd 
515 St Paul’s Terrace 
Fortitude Valley QLD 4006 
 

20 March 2015 

 

 

  
















