WR Carpenter No. 1 Pty Ltd
Electricity Generation Licence (EGL 20)
2015 Performance Audit (Independent
Assurance) Report
July 2015

Contents
1

Independent Auditor’s report

1

2

Executive summary

4

3

Summary of compliance and control ratings

8

4

Detailed findings, recommendations and action plans

11

5

Previous audit non compliances and recommendations

22

Appendix A – References

23

Appendix B – Post Audit Implementation Plan

24

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee,
and its network of member firms, each of which is a legally separate and independent entity. Please see
www.deloitte.com/au/about for a detailed description of the legal structure of Deloitte Touche Tohmatsu Limited
and its member firms.
Liability limited by a scheme approved under Professional Standards Legislation.
© 2015 Deloitte Touche Tohmatsu. All rights reserved.
Member of Deloitte Touche Tohmatsu Limited.

Independent Auditor’s report

1 Independent Auditor’s
report
With the Economic Regulation Authority’s (the Authority) approval, Deloitte Touche Tohmatsu
(Deloitte) was engaged to conduct a performance audit relating to WR Carpenter No. 1 Pty Ltd’s
(WR Carpenter) compliance with the conditions of its Electricity Generation Licence (the Licence).
The performance audit was conducted as a reasonable assurance engagement and in accordance with
the specific requirements of the Licence and the April 2014 issue of the Audit and Review Guidelines:
Electricity and Gas Licences (the Guidelines).

WR Carpenter’s responsibility for compliance with the conditions of the
Licence
WR Carpenter is responsible for ensuring compliance with the conditions of the Licence. This
responsibility includes the following:


Ensuring that it has complied in all material respects with the requirements of the Licence



Establishing and maintaining an effective system of internal control over its systems
designed to achieve compliance with the Licence requirements



Implementing processes for assessing its compliance requirements and for reporting its level
of compliance to the Authority



Implementing corrective actions for instances of non-compliance.

Deloitte’s responsibility
Our responsibility is to express a conclusion on WR Carpenter’s compliance with the conditions of the
Licence based on our audit procedures. The reasonable assurance engagement has been conducted in
accordance with the Guidelines and the Australian Standard on Assurance Engagements ASAE 3100
Compliance Engagements issued by the Australian Auditing and Assurance Standards Board, in order
to express a conclusion whether, in our opinion, based on the procedures performed, WR Carpenter
has complied, in all material respects with the conditions of its Licence as outlined in the approved
Audit Plan (dated April 2015) for the period 9 September 2008 to 31 March 2015.
ASAE 3100 also requires us to comply with the relevant ethical requirements of the Australian
professional accounting bodies.
Our procedures consisted primarily of:


Utilising the Guidelines and the Electricity Compliance Reporting Manual (Reporting
Manual) as a guide for development of a risk assessment and document review to assess
controls



Development of an Audit Plan for approval by the Authority and an associated work program



Interviews with and representations from relevant staff to gain an understanding of process
controls





Review of relevant documents
Walkthrough of relevant processes and controls
Sample testing where relevant for obligations rated as an Audit Priority 3 in the approved
Audit Plan.

Limitations of use
This report is made solely for the information and internal use of WR Carpenter and is not intended to
be, and should not be, used by any other person or entity. No other person or entity is entitled to rely,
in any manner, or for any purpose, on this report.
We understand that a copy of this report will be provided to the Authority for the purpose of reporting
on the performance audit for WR Carpenter’s electricity generation licence. We agree that a copy of
this report may be provided to the Authority for its information in connection with this purpose but
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only on the basis that we accept no duty, liability or responsibility to the Authority in relation to the
report. We accept no duty, responsibility or liability to any party, other than WR Carpenter, in
connection with the report or this engagement.

Inherent limitations
Our engagement provides reasonable assurance as defined in ASAE 3100. Reasonable assurance
means a high but not absolute level of assurance. Absolute assurance is very rarely attainable as a
result of factors such as the following:
 Use of selective testing and testing as at a point of time
 Inherent limitations of internal control
 Much of the evidence available to us is persuasive rather than conclusive
 Use of judgement in gathering and evaluating evidence and forming conclusions based on that
evidence.
Because of the inherent limitations of any compliance procedure, it is possible that fraud, error or noncompliance may occur and not be detected. A reasonable assurance engagement is not designed to
detect all instances of non-compliance with the conditions of the Licence, as the engagement is not
performed continuously throughout the period and the procedures performed in respect of compliance
are undertaken on a test basis.
The conclusion expressed in this report has been formed on the above basis. Any projection of the
evaluation of the level of compliance to future periods is subject to the risk that the systems may
become inadequate because of changes in conditions, or that the degree of compliance with
management procedures may deteriorate.

Independence and quality control
We have complied with the independence and other relevant ethical requirements relating to assurance
engagements, which are founded on fundamental principles of integrity, objectivity, professional
competence and due care, confidentiality and professional behaviour.
The firm applies Auditing Standard ASQC 1 Quality Control for Firms that Perform Audits and
Reviews of Financial Reports and Other Financial Information, Other Assurance Engagements and
Related Services Engagements, and accordingly maintains a comprehensive system of quality control
including documented policies and procedures regarding compliance with ethical requirements,
professional standards and applicable legal and regulatory requirements.

Qualified conclusion
In our opinion, based on the procedures performed, except for the effect of the issues set out in the
Basis for qualified conclusion section below, WR Carpenter has complied, in all material respects,
with the conditions of its Licence as outlined in the approved Audit Plan (dated May 2015) for the
period 9 September 2008 to 31 March 2015.

Basis for qualified conclusion
The following performance criteria were assessed as non-compliant (rating 2):
Reporting manual no. & Licence condition
103

Electricity Industry Act section
14(1)(b)
A licensee must notify details of the
asset management system and any
substantial changes to it to the
Authority.

Issue
WR Carpenter notified the Authority of the details
of the power station facility’s asset management
system on 22 August 2014, which did not comply
with the requirement for that notification to be
within 5 business days from the completion of
construction of the generating works. That
requirement was triggered when WR Carpenter’s
power station facility commenced operations in
January 2014, even though some construction,
facility modification and commissioning activities
continued to occur.
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2 Executive summary
2.1 Introduction and background
The Economic Regulation Authority (the Authority) has, under the provisions of the Electricity
Industry Act 2004 (the Act), issued to WR Carpenter No.1 Pty Ltd (WR Carpenter) an Electricity
Generation Licence (EGL20) (the Licence) to operate a multi-fuel cogeneration power station for
providing electricity and steam to BHP Billiton Worsley Alumina Pty Ltd (WAPL) and any excess
electricity to the South West Interconnected System (SWIS). Under contractual arrangements with
WR Carpenter, WAPL has assumed operational control and responsibility for the facility operations
and maintenance.
Section 13 of the Act requires WR Carpenter to provide to the Authority a performance audit (the
audit) conducted by an independent expert acceptable to the Authority not less than once in every 24
month period (or any longer period that the Authority allows) to gain reasonable assurance regarding
WR Carpenter’s compliance with the conditions of its Licence as outlined in the approved Audit Plan.
The Authority set the period to be covered by the review as 9 September 2008 to 31 March 2015.
At the request of WR Carpenter, Deloitte Touche Tohmatsu (Deloitte) has undertaken a reasonable
assurance engagement relating to WR Carpenter’s compliance with the conditions of its Licence.
The reasonable assurance audit was undertaken in order to express a conclusion whether, in our
opinion, based on the work performed, WR Carpenter has complied, in all material respects, with the
relevant conditions of the Licence as outlined in the approved Audit Plan (dated May 2015) for the
period 9 September 2008 to 31 March 2015.
The audit has been conducted in accordance with the April 2014 issue of the Audit and Review
Guidelines: Electricity and Gas Licences (the Guidelines).
The objective of this report is to:
(a) Provide a summary of the background to the audit and of the procedures performed by us
(b) Communicate our audit findings and associated recommendations to you.
Our independent auditor’s report is also contained in section 1 of this report.

2.2 Observations
In considering WR Carpenter’s internal control procedures, structure and environment, and
compliance awareness specifically relevant to those licence obligations subject to audit, we observed
that WR Carpenter has:


Since October 2012, demonstrated an awareness of its regulatory requirements relating to its
Licence



Allocated the primary responsibility for meeting key Licence obligations to the WR Carpenter
Authorised Representative, GE Energy Financial Services, who is supported by the Senior
Controller Technical & Operations, GE Energy Financial Services



Through its contractual arrangements with WAPL, recognised that WAPL personnel are
allocated responsibility for meeting relevant requirements of the Metering Code
Developed procedures and controls designed to help:
o Facilitate compliance with its Licence obligations
o Uphold the integrity of its reporting to the Authority and other statutory organisations on
matters specific to its Licence obligations.



2.3 Findings
The following tables summarise the assessments made during the audit of WR Carpenter’s
compliance with and the adequacy of controls in place for WR Carpenter to manage its compliance
with the relevant obligations or conditions of the Licence:
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2.5 Recommendations and action plans
In relation to the three instances of non-compliance detailed in the results of this audit (items 1/2015,
2/2015 and 3/2015), WR Carpenter has since taken sufficient corrective action and/or further
improved its controls for meeting its compliance obligations. No further action is recommended in
relation to those instances.
Reporting manual no. &
Licence condition ref.
451

Electricity Industry
Metering Code clause
7.2(1)
Code participants must
use reasonable
endeavours to ensure that
they can send and
receive a notice by post,
facsimile and electronic
communication and must
notify the network
operator of a telephone
number for voice
communication in
connection with the
Code.

Audit
Priority

Compliance
Rating

Priority 5

1
Compliant
Controls
Rating
B
Generally
adequate
controls –
improvement
needed

Recommendation 4/2015
WR Carpenter confirm whether the obligation to
notify Western Power of its contact details is
satisfied through the MFC Facility operating
arrangements established between WR Carpenter
and WAPL, or whether more specific notification
is required.

Issue 4/2015
Through WR Carpenter’s contractual
arrangements with WAPL, it appears likely
that:
(a) WAPL’s Access Contract with
Western Power forms the basis for
Western Power to be notified of the
operating arrangements of the MFC
Facility
(b) The provision of WAPL’s contact
details via that Access Contract is
sufficient for the purpose of WR
Carpenter’s obligation to notify
Western Power of the Licensee’s
contact details.
However, there remains some doubt as to
whether clause 7.2(1) of the Code still
technically requires WR Carpenter’s
contact details to be notified to Western
Power.
Action Plan 4/2015
WR Carpenter will confirm whether the
obligation to notify Western Power of its
contact details is satisfied through the MFC
Facility operating arrangements established
between WR Carpenter and WAPL, or
whether more specific notification is
required.
Responsible Person: Senior Controller
Technical &
Operations
Target Date:
31 October 2015

2.6 Scope and objectives
As described in our engagement letter dated 24 July 2014, we have conducted a reasonable assurance
audit in order to express a conclusion whether, in our opinion, based on our procedures, WR
Carpenter has complied, in all material respects, with the conditions of its Licence as outlined in the
approved Audit Plan (dated May 2015) during the period 9 September 2008 to 31 March 2015.
Our engagement was conducted in accordance with Australian Standard on Assurance Engagements
ASAE 3100 Compliance Engagements, issued by the Australian Auditing and Assurance Standards
Board and provides reasonable assurance as defined in ASAE 3100. The procedures we performed are
described in more detail in section 2.7 below.
A reasonable assurance engagement in accordance with ASAE 3100 involves performing procedures
to obtain evidence about the compliance with the conditions of the Licence. The nature, timing and
extent of procedures selected depend on the assurance practitioner’s professional judgement, including
the assessment of the risks of material misstatement in compliance with the conditions of the Licence.
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In making those risk assessments; we considered internal controls in relation to compliance with the
conditions of the Licence.
ASAE 3100 also requires us to comply with the relevant ethical requirements of the Australian
professional accounting bodies.
The Authority has summarised the requirements of the applicable legislation that it expects to be
reported upon and included in the scope of this audit in its July 2014 Electricity Compliance
Reporting Manual (Reporting Manual).
The Audit Plan approved by the Authority for this audit sets out the Licence conditions confirmed to
be included in the scope of the audit, along with the risk assessments and audit priority assigned to
each licence obligation. Note that under the current Audit Guidelines, the audit report is not required
to include reference to those obligations assessed as “Not Applicable” to WR Carpenter’s operations.

2.7 Approach
The approach applied to this audit involved the following activities, which were undertaken during the
period April to June 2015:




Utilising the Audit Guidelines and Reporting Manuals (May 2011, February and June 2013, May
and July 2014 versions) as a guide, development of a risk assessment, which involved discussions
with key staff and document review to assess controls
Development of an Audit Plan for approval by the Authority and an associated work program



Interviews with and representations from relevant WR Carpenter and WAPL staff to gain an
understanding of process controls (see Appendix A for staff involved)



Review of relevant documents and walkthrough of relevant processes and controls (see Appendix
A for reference listing)
Reporting of findings to the WR Carpenter Authorised Representative for review and response.



2.8 Inherent limitations
This engagement provides reasonable assurance as defined in ASAE 3100. Reasonable assurance
means a high but not absolute level of assurance. Absolute assurance is very rarely attainable as a
result of factors such as the following:
 Use of selective testing and testing as at a point of time
 Inherent limitations of internal control
 Much of the evidence available to us is persuasive rather than conclusive
 Use of judgement in gathering and evaluating evidence and forming conclusions based on that
evidence.
Because of the inherent limitations of any compliance procedure, it is possible that fraud, error or noncompliance may occur and not be detected. A reasonable assurance engagement is not designed to
detect all instances of non-compliance, as the engagement is not performed continuously throughout
the period and the procedures performed in respect of compliance are undertaken on a test basis.
The conclusion expressed in this report has been formed on the above basis. Any projection of the
evaluation of the level of compliance to future periods is subject to the risk that the systems may
become inadequate because of changes in conditions, or that the degree of compliance with
management procedures may deteriorate.
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5 Previous audit non compliances and
recommendations
As this is the first audit of WR Carpenter’s Licence obligations, there are no previous audit recommendations to which WR Carpenter can respond.
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Appendix A – References
Key WR Carpenter/ WAPL contacts
WR Carpenter
 Frank Sine – Authorised Representative; Senior Vice President, GE Energy Financial Services
 Chris Hince -- Senior Controller Technical & Operations
WAPL
 Manager Production Power


A/Manager Production Power



Process Analysis & Improvement Engineer – Electrical.

Deloitte staff
Name

Position

Hours



Richard Thomas

Partner

2.5





Andrew Baldwin
Amit Grover
Stephanie Elson

Account Director
Senior Analyst
Senior Analyst

18
5
28



Darren Gerber

Partner (Quality Assurance Review)

1

Key Documents and other information sources



Evidence of payment of licence fees
Annual Compliance Reports for 2011/12, 2012/13 and 2013/14




Audited financial statements for the 2013 and 2014 financial years
Capacity Purchase Agreement with WAPL, including the following schedules:
o Site Services Agreement
o Operations & Maintenance Agreement
o Implementation Agreement



Notices to the Authority relating to:
o Details of asset management system – August 2014
o Updated contact details – July 2012



Email correspondence with the Authority



Representations from:
o Senior Controller Technical & Operations
o WAPL Process Analysis & Improvement Engineer – Electrical
o WAPL A/Manager Power Production.
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Appendix B – Post Audit
Implementation Plan
Issue 4/2015
Obligation 451: Electricity Industry Metering Code clause 7.2(1)
Through WR Carpenter’s contractual arrangements with WAPL, it appears likely that:
(a) WAPL’s Access Contract with Western Power forms the basis for Western Power to be notified of the
operating arrangements of the MFC Facility
(b) The provision of WAPL’s contact details via that Access Contract is sufficient for the purpose of WR
Carpenter’s obligation to notify Western Power of the Licensee’s contact details.
However, there remains some doubt as to whether clause 7.2(1) of the Code still technically requires WR
Carpenter’s contact details to be notified to Western Power.
Recommendation 4/2015
WR Carpenter confirm whether the obligation to
notify Western Power of its contact details is satisfied
through the MFC Facility operating arrangements
established between WR Carpenter and WAPL, or
whether more specific notification is required.

Action Plan 4/2015
WR Carpenter will confirm whether the obligation
to notify Western Power of its contact details is
satisfied through the MFC Facility operating
arrangements established between WR Carpenter
and WAPL, or whether more specific notification is
required.
Responsible Person: Senior Controller Technical
& Operations
Target Date:
31 October 2015
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