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SMEC Australia Executive Summary

EXECUTIVE SUMMARY

BACKGROUND

The Shire of Ravensthorpe was formally granted an Operating Licence for a term of five years on
21 May 1997. The Licence permits the Shire to provide wastewater services in the operating arca
that is centered on the town site of Ravensthorpe within the Shire boundaries. The Office of Water
Regulation (OWR) monitors the operational performance of the Shire against its Operating Licence.

In accordance with Section 37 of the Water Services Coordination Act 1995 operational audits are
required to be undertaken not less than once in every 24 month period. The primary objective of
this audit is to determine the effectiveness of measures taken by the Shire to maintain those quality
and performance standards which are referred to in the Shire’s Operating Licence.

Specifically, the audit will consider the systems and effectiveness of processes used by the Shire to
ensure compliance with the following standards, outputs and outcomes required by the Licence.

Section 36 of the Water Services Coordination Act 1995 and Clauses 4.1 and 4.2 of the Shire’s
Operating Licence, requires the Shire to provide and maintain an asset management system. The
system must set out the measures to be taken by the Shire for the proper maintenance of its assets
and for the undertaking, maintenance and monitoring of its water services works.

The Act further requires the Shire to provide the Coordinator of Water Services with a report by an
independent expert on the effectiveness of the system.

The Shire of Ravensthorpe, with the approval of OWR, has commissioned SMEC Australia to
conduet the first operational audit and review of the Shire’s asset management system.

SCOPE OF AUDIT AND REVIEW

This scope of the review is to provide an opinion to the Coordinator of Water Services on whether
the Shire has in place the appropriate systems for the planning, construction, operation and
maintenance of its assets. The audit and review examined;

s compliance with the Operating Licence;

o the adequacy of the asset management system by considering the outputs of the system,
such as the operations and maintenance plans, asset registers and financial plans; and

o the effectiveness of the asset management system by considering the systems established
for the planning, construction, operation and maintenance of works.

The review focused on identifying those aspects of the asset management system which could be
further strengthened, with the view to providing feedback to the Shire on the adequacy and
cffectiveness of the system.

TIME FRAME OF THE AUDIT AND REVILELW

The audit and review covered the period 21 May 1997 1o 1 October 1999.

Shire of Ravensthorpe Operational Audit & Asset Management Systen Review January 2000
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OVERVIEW OF COMPLIANCE PERFORMANCE

cceptable lovel-of compliance with the

The results of the assessment of the relevant standards, outputs and outcomes are summarised in the
following table:

Shire of Ravensthorpe — 1999 Operational Audit
Summary Level of Compliance

Clause 3, Section 3.14 Customer Service Charter Minor nonconformance

Clause 3, Section 3.19 Customer Complaints Process, Reporting & Minor nonconformance
Surveys;

Clause 4, Sect’s 4.1-4.3 Asset Management Minor nonconformance

Refer to Asset
Management System
Review Section

Clause 6 Contracting of Services

Schedule | Areas of Operation; Compliance

Schedule 4 Accounts and Accounting Records; Compliance

Schedule 6 Prices or charges; Compliance

Schedule 7 Principles of Water Service Provision Compliance

Schedule 12 Other Walter, Continuity, Odours, Emergency Minor nonconformance
Response, Reports;

Schedule 14 Obligations to public Authorities and other Compliance
licensees

Schedule 17 Customer Consultation mechanisms in place Minor nanconformance

OPERATIONAL AUDIT CONCLUSION

The level of compliance found in Operational Audit indicates that the Shire of Ravensthorpe has
delayed in achieving the requirements of the Operating Licence. The Customer Charter and the
Asset Management Plan both need to be submitted to the Coordinator and as such these are Minor
nonconformances. Both documents were presented in final format and formed the basis of the audit
and review.,

Apart from these minor nonconformances the Shire of Ravensthorpe has in place the necessary
measures to maintain those quality and performance standards which are referred to in the Shire’s
Operating Licence.

Shire of Ravensthorpe Operational Audit & Asset Management System Review Jonmary 2000
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Meeting deadlines imposed by the Licence is an area where the Shire should incorporate the
activities in a schedule to reduce the input required by the Coordinator. This would avoid the
current Minor nonconformance with the Customer Complaint report. The Coordinator should also
look at modifying the deadlines to make the reporting process more efficient.

The Shire have a minor nonconformance with its obligation to submit the details of the sewerage
scheme to the DEP. The corrective action recommended is acceptable for this minor
nonconformance,

The Customer Consultation requirements of the Licence seem designed for larger schemes and as a
result the Shire has maintained the process of constant consultation through interfacing with the
customers on a regular basis. The Coordinator should determine if this level of Customer
Consultation is deemed appropriate for the scheme that services approximately 140 properties.

The Asset Management Plan had been prepared and through the audit and review process it was
indicated that the Minor nonconformance in submitting the document was largely due to the lack of
continuity of administration staff. Appropriate actions are to be taken to submit this to the Office of
Water Regulation and correct this non compliance.

OVERVIEW OF ASSET MANAGEMENT SYSTEM REVIEW

The review of the Asset Management System was undertaken with the asset management plan
document that has not been submitted to the Coordinator. The results of the assessment of the
relevant standards outputs and outcomes is summarised in the following table:

Shire of Ravensthorpe — 1999 Asset Management System Review
Summary Level of Performance

Asset Creation/ Asset creation means the provision or improvement of an Adequate
Acquisition asset where the outlay can be expected to provide
benefits beyond the year of outlay.

Environmental Environmental analysis examines the asset system Adequate
Analysis environment and assesses all external factors affecting
the asset system,

Asset system Asset system analysis examines and documents the Adequate
Analysis system and process for its effective operations.

Operation Plans document the knowledge of staff in the
operation of assets.

Maintenance plans cover the scheduling and matching of
resources to the maintenance task so that work can be
done on time and on cost. The Maintenance Plans
should cover preventative and corrective maintenance.

Assessment of the assel system analysis components
would include examination of the asset register.

Shire of Ravensthorpe Operational Audit & Asset Management Systen Review January 2000
Final Report
Document No: 36004008 Fage No. iif



SMEC Australia Executive Summary

Risk Analysis and Risk analysis involves the identification of risks and Adequate
Contingency management to reduce the level of risk.
Planning

Contingency plans document the steps to deal with an
unexpected failure of a process, procedure or the asset
management system itself.

Financial Planning The financial planning component of the asset| Adequate
management plan brings together the financial elements
of the scheme to ensure its financial viability over the

fang term.
Capital Expenditure The capital expenditure plan provides a schedule of new Adequate
Planning, works, rehabilitation and replacement works, together

with estimated annual expenditure on each over the next
five or more years.

Review Review of the asset management plan assists to ensure Largely Adequate
the effective development and operation of asset
management plans,

ASSET MANAGEMENT SYSTEM REVIEW CONCLUSION

The Shire’s Asset Management System is founded on a good asset management plan. The asset
components are well documented and the operation and maintenance plans are thorough. The Asset
Management Plan is to be submitted to the OWR for approval to comply with Clause 4 of the
Operating Licence.

Recommendations resulting from the risk assessment within this document concerning the
rebuilding and removal of sludge from the primary oxidation pond are currently being acted on by
the Shire.

The scheme has in place preventative maintenance practices that address the areas of risk within the
system, and corrective action such as unblocking sewerage pipes is being undertaken such that the
performance requirements continue to be met.

An appropriate documented review process should be formally adopted to retain currency of the
AMP, especially at the completion of the construction of the new oxidation ponds. With these
actions the Shire will have in place an asset management system that will meet their strategic
abjectives and the aims of the licence.

Shire of Ravenstharpe Operational Audit & Asset Management System Review Janeary 2000
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1.  INTRODUCTION

In November 1999 SMEC Australia, in association with Stanton Partners, was awarded a
consultancy by the Shire of Ravensthorpe to undertake the Operational Audit and the first review of
the Asset Management System for the Shire’s Sewerage Scheme. This review assesses the
adequacy and the effectiveness of the asset management sysiem for the planning, construction,
operation and maintenance of the Shire’s assets.

Following acceptance of the Review and Test Plan by the Shire, and the Office of Water
Regulation, Nicholas Churchill undertook the on-site review on 25" November 1999.

This report summarises the findings of the Operational Audit and reviews and identifies areas of the
asset management system that could be improved or enhanced.

Shire of Ravensthorpe Operational Audit & Asset Management System Review January 2000
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2.  REVIEW OBJECTIVES AND SCOPE

2.1 OPERATIONAL AUDIT

In accordance with Section 37 of the Water Services Coordination Act 1995 operational audits are
required to be undertaken not less than once in every 24 month period. The primary objective of
this audit is to determine the effectiveness of measures taken by the Shire to maintain those quality
and performance standards which are referred to in the Shire’s Operating Licence.

Specifically, the audit will consider the systems and effectiveness of processes used by the Shire to
ensure compliance with the following standards, outputs and outcomes required by the Licence;

» (Clause 3 Section 14 Customer Service Charter;
» Clause 3 Section 19 Customer Complaints Process, Reporting and Surveys;
¥ Clause 4 Asset Management System;
¥ Clause 6 Contracting of Services
% Schedule 1 QOperating Area;
> Schedule 4 Accounting;
» Schedule 6 Prices and Charges;
% Schedule 7 Principles of Water Service Provision
» Schedule 12 Levels of Service Standards, Performance [ndicators and
Reporting Requirements;
¢ Other Water
0 Continuity
0  Odours
0 Emergency Response
0 Reports
% Schedule 14 Obligations to Public Authorities and Other Licensees
% SQchedule 17 Customer Consultation Mechanisms in Place

The audit covered the period from 21 May 1997 to I October 1999.

Shire of Ravensthorpe Operational Audir & Asser Menagement System Review January 2000
Final Report
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2.2 ASSET MANAGEMENT REVIEW

In accordance with Section 36 of the Water Services Coordination Act 1995 the Shire is required to
provide for and maintain an asset management system, which sets out the measures to be taken by
the Shire for the proper maintenance of its assets and for the undertaking, maintenance and
monitoring of its water services works. The Act further requires the Shire to provide the
Coordinator of Water Services with a report by an independent expert on the effectiveness of the
system.

This review will provide an opinion to the Coordinator of Water Services on whether the Shire has
in place the appropriate systems for the planning, construction, operation and maintenance of its
assets. In reaching this opinion, the review examined;

¢ the adequacy of the asset management system by considering the outputs of the system,
such as the operations and maintenance plans, asset registers and financial plans; and

e the effectiveness of the asset management system by considering the systems established
for the planning, construction, operation and maintenance of works.

The review focused on identifying those aspects of the asset management system which could be
further strengthened, with the view to providing feedback to the Shire on the adequacy and
effectiveness of the system.

Shire of Ravensthorpe Operational Audit & Asset Management Svsten Review  January 2000
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3. REVIEW METHODOLOGY

The Audit and Review Methodologies to be adopted are based on the ‘Operational Audit
Requirements and Review of Asset Management System Local Government Operating Licence
Holders® document of July 1999; and outlined in SMEC Australia’s *Shire Operational Audit and
Asset Management Review” document of November 1999,

The three distinct phases of both the audit and review were;
I. Development of the Audit and Review Plan
II. Site Visit
I1. Reporting and Follow-up

3.1 OPERATIONAL AUDIT
Specific tasks undertaken included:;

» Review of key documents related to the auditable requirements detailed at 2.1 above, including;
% the Shire’s Customer Service Charter;

& relevant Policies and Procedures established by the Shire for the provision of water services,
management of customer services (including the receipt, handling, resolution and reporting
of customer complaints), and performance reporting requirements;

relevant work instructions for the provision of water services;

Performance Indicator data and reports;

the Shire’s customer complaints handling processes, procedures and reporting mechanisms;
Monthly Business Performance Management reports;

any relevant Service Agreements or Memorandum of Understanding with other agencies;

FEEEFES

any relevant correspondence between the Shire and Coordinator of Water Services relating
to Operating Licence requirements.

> Review and analysis of all technical/operational and administrative aspects of those quality and
performance standards maintained by the Shire, enabling comparison with requirements of the
Operating Licence;

Y

Consultation and discussions with Office of Water Regulation representatives (where necessary,
within each of the three audit phases),

Y

Discussions and interviews with key staff of the Shire (within each of the three audit phases);

Y

Observation of processes / procedures and operations;

v

Analysis of the extent to which the Shire’s information systems produce accurate and reliable
information which complies with the requirements of its Operating Licence;

% Technical assessment of the adequacy of measures taken by the Shire m meeting the
requirements relating to the provision of Services;

» Technical review of a sample of works requests relating to the provision of services;

Shire of Ravensthorpe Operational Audit & Asset Management System Review January 2006
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Y7

3.2

Sampling source documents to determine whether established procedures relating to the
provision of services and management of customer services have been complied with. In
circumstances where the volume of occasions of service or other relevant transactions being
lested are large, sampling techniques will be utilised to provide adequate assurance that test
results are representative of the Shire’s operations;

Field inspections and observation of work sites relating to the provision of required services.
Assess the level of compliance with the operating licence requirements using the Compliance

Scale detailed in Section 7 of the Brief.

Note: Where nonconformances with Operating Licence requirements were noted during the
audit, an assessment was made on the adequacy and effectiveness of the Shire’s plans to
resolve the matter of nonconformance.

ASSET MANAGEMENT REVIEW

Specific tasks undertaken included:

Y V VY A

Y

Consultation and discussions with Office of Water Regulation representatives (where necessary,
within each of the three review phases);

Analysis of the Shire’s documented procedures related to its asset management system to
determine whether they are consistent with the relevant requirements of its Operating Licence;

Discussions and interviews with key staff of the Shire (within each of the three review phases);
Observation of processes / procedures and operations;
Analysis of the Shire’s information systems supporting its asset management system;,

Technical analysis of a sample of transactions or data relating to the Shire’s asset management
system,;

Field inspections and observation of work sites relating to the provision of the Shire’s asset
management systent.

Where instances of nonconformance with Operating Licence requirements were noted during
the review, an assessment was made on the adequacy and effectiveness of the Shire’s plans to
resolve the matter of nonconformance.

Note: The review utilised the Assessment Rating Scale detailed in Section 12.4 of ‘Operational

Audit Requirements and Review of Asset Management System Local Government
Operating Licence Holders’ document.

Shire of Ravensthorpe Operational Audit & Asset Management System Review January 2000
Final Report
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4. AUDIT AND REVIEW STAFF RESOURCES

4.1 SHIRE OF RAVENSTHORPE REPRESENTATIVES
The following representative of the Shire participated in the audit and review:

Deputy Chief Executive Officer Russell Weston

4.2 AUDIT AND REVIEW TEAM

The Team comprised:

Team Leader: Peter Hall (SMEC)
Auditor: Nicholas Churchill (SMEC)
Auditor: Andrew Georgiades (Stanton Partners)

The following table provides a break up of hours spent on the review:

1 Development and approval of Audit and Review Plan 4
2 Site Visit 8
3 Reporting and Follow-up 28

Total Hours 40

The Site Visit task of the audit and review was conducted at Ravensthorpe on the 25" November
1999.

4.3 AUDIT AND REVIEW PERIOD

The audit and review covered the period from 21 May 1997 to 1 October 1999.

Shire of Ravenstiorpe Operational Audit & Asset Managemen! System Review January 2000
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SMEC Australia 8. Specific Findings and Recommendations

8. ASSET MANAGEMENT SYSTEM — SPECIFIC FINDINGS AND
RECOMMENDATIONS

8.1 ASSET MANAGEMENT

The Asset Management Plan(AMP) that was reviewed at the Shire of Ravensthorpe has not been
submitted to the Office of Water Regulation but identifies and clearly states the condition of the asset
components. It has clearly defined Operation and Maintenance Plans that suit a scheme of the scale
encountered at Ravensthorpe. All contact numbers and details are current and address the strategic
objectives of the Customer Service Charter.

Asset Management is being undertaken with both corrective and preventative maintenance plans that
are documented and practiced. The level of management is reflected in the very low number of calls
and complaints and the excellent level of response. The performance requirements are documented in
the Customer Service Charter and also in the AMP, and are being met by the Shire.

Recommendations are contained within the asset management review section below.

8.2 RISK ANALYSIS AND CONTINGENCY PLANNING

A risk analysis of the asset components has been undertaken as part of the AMP and Customer
Consultation process. The age, type, location, condition of the scheme assets have been documented
and the importance of each component is detailed.

The risk analysis identified that the primary oxidation pond requires the removal of sludge to
maintain the asset and performance levels. The proposed method involves the construction of an
additional oxidation pond within the treatment land reserve. This work is in the preliminary stage of
obtaining estimates and prioritising the works within the principle activities plan for the Shire.

‘The pumps have been identified in the AMP as an area of risk and have been undergoing a
documented maintenance regime.

An ongoing risk analysis also draws upon the customer consultation, clearing any slow flowing pipes
or blockages.

8.3 CAPITAL EXPENDITURE PLANNING
The capital expenditure to replace the oxidation pond is documented within the AMP’s 5 year
horizon and is also included in the Shire budget. The scheme has historically required no large capital

expenditure due to its simplicity, the age of the system, and the maintenance practices of the Shire.

A review of the capital expenditure is a vital part of the Principle Activities Plan and is undertaken
on an annual basis.

Any capital expenditure is covered by the revenue raised by the scheme.

Shire of Ravensthorpe Operational Audit & Asset Management System Review Janmary 2000
Final Report
Document No: 36004.008 Page No, 8-1



SMEC Australia 8. Specific Findings and Recommendations

8.4 REVIEW OF ASSET MANAGEMENT PLAN

The following comments are advisory only and are suggestions for the Shire to consider in
consultation with OWR.

The AMP has a nominal planning horizon of five years which is sufficient but should be updated in a
documented process of review. The current level of review is that undertaken during the principle
activity planning process, such that the oxidation pond has been included within the capital
expenditure plan. This is seen as largely adequate but requires to be formalised by the Shire Council.

An annual review of the AMP document should be undertaken to ensure that its currency is
maintained. Corresponding document control procedures would need to be implemented to identify
the currency of the plan being examined.

8.5 CONCILUSIONS

The Shire’s Asset Management System is founded on a good asset management plan prepared. The
asset components are well documented and the operation and mainienance plans are thorough. The
Asset Management Plan is to be submitted to the OWR for approval to comply with Clause 4 of the
Operating Licence.

Recommendations resulting from the risk assessment within this document concerning the rebuilding
and removal of sludge from the primary oxidation pond are currently being acted on by the Shire.

The scheme has in place preventative maintenance practices that address the areas of risk within the
system, and corrective action such as unblocking sewerage pipes is being undertaken such that the
performance requirements continue to be met.

An appropriate documented review process should be formally adopted to retain currency of the
AMP, especially at the completion of the construction of the new oxidation ponds. With these actions
fhe Shire will have in place an asset management system that will meet their strategic objectives and
the aims of the licence.

Shire of Ravensthorpe Operational Audit & Asset Management System Review January 2000
Final Report
Document No: 36004.008 Page No. §5-2
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The following references were used during the preparation of this report:

1. Operating Licence (Sewerage Services) for the Shire of Ravensthorpe — 21/05/97

2

Shire of Ravensthorpe — Sewerage Scheme Custoner Service Charter — Unsubmitted

Shire of Ravensthorpe — Ravensthorpe Sewerage Scheme Asset Management Plan —

P8 ]

Unsubmitted

4. Statement of Financial Position at 30 June 1999

5. Operating Statement for the year ended 30 June 1999

6. Statement of Cash Flows for the year ended 30 June 1999.

7. Shire of Ravensthorpe Budget for year ending 30 June 2000.

8. Shire of Ravensthorpe Customer Complaints Register

9. Shire of Ravensthorpe — Performance Indicator Report — 09/08/99

10. Shire of Ravensthorpe — Performance Indicator Report — 03/99

Il Fluid Equipment Service Report for the Shire of Ravensthorpe — January 1998

12. Water Corporation Schedule of Minimum Rates 1999/2000

13. Local Government Act 1995 — Section 6.37 Specified Area Rates.

4. Application to construct or install an apparatus for the treatment of sewerage — Health Act
1911 — Health (Treatment of sewage or disposal of effluent and liquid waste) regulations
1974.
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