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Glossary

AS/NZS 4801: Safety Management System Standard

BW TSIL : Transfield Services Infrastructure Fund

EADR: Electronic Acquisition, Disposal and Replacement process
DSOC: Declared Sent Out Capacity

HSE: Health, Safety and Environment

HSEQR: Health, Safety, Environment, Quality, Risks
ISO 9001: Quality Management System Standard

ISO 14001: Environmental Management System Standard
KMP: Kemerton Power Station

O&M Alliance Agreement:

OSP:

PGS:

SAP:

SRC:
SKM:
Transapp:
TSKPS:
WPN:

Operations & Maintenance Alliance Agreement between Transfield
Services Infrastructure Ltd and TSI International Ltd and Transfield
Services (Australia) Pty Ltd

Operations Systems Performance

Power Generation Services

Enterprise management system

Strategic Review Community

Sinclair Knight & Merz

Transfield intranet applications

Transfield Services Kemerton Power Station

Western Power Networks

This report is prepared by representatives of GES Pty Ltd in relation to the above named client’s
conformance fo the nominated audit standard(s). Audifs are undertaken using a sampling process
and the report and its recommendations are reflective only of activities and records sighted during

this audit process. GES Pty Ltd shall not be liable for loss or damage caused to or actions taken by
third parties as a consequence of reliance on the information contained within this report or its

accompanying documentation.
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1. EXECUTIVE SUMMARY

The Kemerton Power Station is situated in the Kemerton Industrial Park, Wellesley. Kemerton
Industrial Park is located 17km north-east of the City of Bunbury and comprises over 5,400 hectares
of land.

Kemerton Power Station operates as a peaking plant and provides input into the SWIS in Western
Australia. The power station comprises two open cycle gas turbines. It was constructed by Transfield
Services and commenced operation in November 2005.

In August 2007, Transfield Services Infrastructure Fund announced a 40MW upgrade to Kemerton
Power Station, increasing capacity to 300MW. This was completed in July 2008 and has made the
power station more efficient and has improved the environmental rating by reducing the greenhouse
gas emissions, while providing power for an additional 10,000 households.

The innovative enhancement involves retrofitting an existing power generator with a wet compression
system enabling the power station to operate at full capacity, even in extreme temperatures.
Transfield Services has engaged Geographe Environmental Services (GES) to undertake the second

Performance Audit and Asset Management System Review as required by the Economic Regulation
Authority (ERA) under generation licence EGL5 under the Electricity Industry Act 2004.

This combined report contains the audit findings for both the Performance Audit and Asset

Management System Review.

Sections 13 & 14 of the Electricity Industry Act 2004 require as a condition of every licence that the
licensee must, not less than once in every period of 24 months (or any longer period that the
Authority allows) calculated from the grant of the licence, provide the Authority with a Performance
Audit and Asset Management System Review conducted by an independent expert acceptable to the
Authority.

The Authority approved the appointment of GES Pty Ltd on the 21 April 2010 and subsequently
required the development of an audit plan for ERA approval. Notification of the approval of the audit
plan for the 2010 Performance Audit of Licence EGL5 was provided on the 02/06/10.

The period for the audit and review is 1> April 2008 to 31%' March 2010, and the report is submitted to
the Authority before 30 June 2010 as evidence of compliance with the Authority’s requirements.

The Asset Management System Review and the Performance Audit have been conducted in order to
assess the effectiveness of the Transfield Services Asset Management Systems and level of

compliance with the conditions of its Generation Licence EGL5. Through the execution of the Audit
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Plan, field work, assessment and testing of the control environment, the information system, control
procedures and compliance attitude, the audit team members have gained reasonable assurance that
Transfield Services: Kemerton Power Station has an effective asset management system and has
complied with its Generating Licence during the audit period 1* April 2008 to 31%' March 2010. This
audit report is an accurate representation of the audit teams findings and opinions.

Business Overview

Transfield Services operate Kemerton Power Station under a series of contractural arrangements
which include but are not limited to; Transfield Infrastruture Fund, TSI International, Verve and
Western Power Networks.

The Kemerton Power Stations role is to provide support to the grid during rapid changes in generation
such as when other generation fails, crisis or during unusually high loads such as air conditioning or
heating loads that occur over intense but short periods. Transfield Services does not have any
revenue attached to the sale of electricity. The fuel for the Power Station is provided by Western
Power and as such Transfield Services Kemerton converts this fuel into electricity generation for
Western Power. It is noted that Western Power under the Connection Agreement has title to and
maintains Metering Equipment.

With respect to the generation of electricity When Kemerton is needed, the Senior System Operator
Controller (SSOC) phones Kemerton Power Station to request a start on a unit however also has the
capacity to remotely start the unit from East Perth Control Centre. The unit automatically runs up,
synchronises and ramps up to an initial loading of 70MW. From here the SSOC will determine the
output of the unit (ie set another output limit, put into frequency control, etc). In effect System
Management then have control over the power station generation.

The Declared Sent Out Capacity (DSOC) is 310MW for the site which aligns to the limit stipulated in
EGL5. System Management would only utilise capacity above this level for system security reasons
and when the Kemerton Generators can produce above this limit and the Western Power network can
accommodate this extra output. System Management informs Western Power Networks that it
needed to dispatch Kemerton above its DSOC for system security reasons and thus excess Network
Usage Charges to be waived.

Kemerton Power Station is included in Verves Plant Dispatch Procedures (effectively outlines Verve's
preferred plant usage to maximise output from Verve's least cost generators) and is used by the
SSOC, on behalf of Verve, to efficiently meet Verves balancing and ancillary services requirements
under the WEM.

During the audit period it was noted that DSOC was greater than 310MW on 11 occasions all of
which were credited to Verve and billing waived due to nature of the requirement i.e. gas crisis or
other system emergency.
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1.1  Performance Audit Summary

With the exception of Licence Conditions 16.1 (Ref 82) all licence requirements reviewed were found
to be compliant during the audit.

As required in section 11.4.1 of the Audit Guidelines — Electricity, Gas and Water Licences (July 2009)
Table 1 summarises the compliance rating for each licence condition using the 7-point rating scale
described in Table 3 (Refer Section 2.3 Methodology).

A comprehensive report of the audit findings is included in Appendix 1.
There were Generation Licence compliance elements that were not included in the scope of this audit

because they did not eventuate in this audit period or have not been established within licence EGL5.

These are defined in Table 1.
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Table 1 : Performance Audit Compliance Summary
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Cl1 Definitions v
Cl2 Grant of Licence Unlikely Minor Low Strong
Cl3 Term Unlikely Minor Low Strong
Cl4 Fees Unlikely Minor Low Strong
Cl5 Compliance Unlikely Moderate Medium Strong
Cl6 Transfer of Licence Unlikely Major High Strong v
Cl7 Cancellation of Licence v
Ccl8 Surrender of Licence v
Cl9 Renewal of Licence v
Cl 10 Amendment of Licence on 4
application of the Licensee
Cl11 Amendment of Licence by the
Authority
Cl12 Expansion or Reduction of Unlikely Minor Low Strong
Generating Works, Distribution
Systems and Transmission
Systems
Cl 13 Accounting Records Unlikely Minor Low Strong
Cl14 Individual Performance v
Standards
Cl 15 Performance Audit Unlikely Major High Strong
Cl 16 Asset Management System Unlikely Major High Strong v
Cl 17 Reporting Unlikely Major High Strong
Cl 18 Provision of Information Unlikely Major High Strong
Cl 19 Publishing Information Unlikely Minor Low Strong v
Cl 20 Notices Unlikely Minor Low Strong
Cl21 Review of the Authority’s v
Decisions

Page 8




Performance Audit and Asset Management System Review Report

Transfield Services: Kemerton Power Station
June 2010

1.2 Asset Management System Review Summary

The asset management system was found to be satisfactory with a few issues requiring attention.

As required by section 11.4.2 of the Audit Guidelines (July 2009) Table 2 summarises the auditor’s

assessment of both the process and policy definition rating and the performance rating for each key

process in the licensees asset management system, using the scales described in Table 5 and Table

6 (refer Section 3.3 Asset Management Review Methodology). The rating was determined by the

auditor’s judgement based on the execution of the Audit Plan.

The process and policy and asset management system adequacy ratings are summarised below;

Table 2: Asset Management System - Effectiveness Summary

Asset

Management Margzseer:went
Asset Management System Process And Performance
/_I\:’dogcy Defgﬂ;gn Rating
quacy Rating

1. Asset planning A 1
2. Asset creation/ acquisition A 1
3. Asset disposal A 1
4. Environmental analysis A 1
5. Asset operations A 1
6. Asset maintenance A 1
7. Asset Management Information System A 1
8. Risk management A 1
9. Contingency planning A 1
10. Financial planning A 2
11. Capital expenditure planning A 1
12. Review of AMS A 1

The Audit Guidelines (July 2009) require that auditors who have rated the adequacy of the process

and policy definition process as C or D or the asset management performance as 3 or 4 also make

recommendations to address the issue(s).
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2. PERFORMANCE AUDIT

2.1 Performance Audit Scope

This is the second audit of Transfield Services compliance with obligations relating to Generation
Licence EGL5. As such, the scope of the audit for the period 1% April 2008 to 31* March 2010 is to:

e assess the license holders internal compliance systems (i.e. process, outcome and output
compliance)
e assess the license holders compliance with its license (including integrity of reporting)

e measure performance over time

The previous Performance Audit covered the period 20 March 2006 to 31 March 2008.

This Performance Audit was conducted over the following period April to June 2010 and an overview
methodology is outlined below;

¢ Initial approval to conduct audit obtained by ERA

e Preliminary Audit undertaken to assist with preparation of the Audit Plan
¢ Audit Plan preparation

e Submission of the Audit Plan to the ERA

¢ Audit Plan Approval

e Performance Audit conducted on site to execute Audit Plan

e Preparation of Audit Report

The following people were interviewed during the Performance Audit;

= Wayne Roberts - Kemerton Power Station Plant Manager
= Cameron Parotte -  Branch Manager, System Operation Control, Western Power
= John Hatton - Access Billing Manager, Western Power
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A list of key documents and other information sources examined by the auditor during the
Performance Audit is provided below;

o 0O&M Alliance Agreement

¢ Power Purchase Agreement

e Deed of Variation No. 2 PPA

¢ Monthly Reports

o ERA Correspondence

e Compliance Reports

e Transfield Services Asset Management Plan
e Compliance Reporting Manual June 2006

e Certificate of Title

e Connection Agreement

Further detail is included in Appendix 1 of the report. In total the Performance Audit required 30 hours
of Nicole Davies time.

2.2 Performance Audit Objective

The objective of the performance audit, as defined by the Audit Guidelines, is to assess the
effectiveness of measures taken by the licensee to meet obligations of the performance and quality

standards referred to in the licence.

In addition to compliance requirements, a specific focus is to be taken on the systems and
effectiveness of processes used to ensure compliance with the standards, outputs and outcomes
required by the licence. The audit outcome is to identify areas of non-compliance and areas of

compliance where improvement is required and recommend corrective action as necessary.
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2.3 Performance Audit Methodology

A risk assessment, assessment of control environment and allocation of audit priority was undertaken
in accordance with the Audit Guidelines — Electricity, Gas and Water Licences (July 2009) on each
element relating to Generation licensee’s of the Electricity Compliance Reporting Manual April 2008
issued by the Authority. The Performance Audit Methodology was detailed in the Audit Plan.

Table 3 defines the compliance ratings shown in section 1.1.

Table 3: Operational/Performance Compliance Rating Scale

Compliance Status Rating Description of Compliance

Compliant 5 Compliant with no further action required to maintain compliance

Compliant 4 Compliant apart from minor or immaterial recommendations to improve the
strength of internal controls top maintain compliance

Compliant 3 Compliant with major or material recommendations to improve the strength of
internal controls top maintain compliance

Non-Compliant 2 Does not meet minimum requirements

Significantly Non-Compliant 1 Significant weaknesses and/or serious action required

Not Applicable N/A Determined that the compliance obligation does not apply to the licensee’s
business operations

Not Rated N/R No relevant activity took place during the audit period, therefore it is not possible to
assess compliance

In order to focus the audit effort and identify areas for testing and analysis a preliminary assessment
of the risk and materiality of non-compliance with the Generation Licence was undertaken in
accordance with the requirements of AS/NZS4360 Risk Management and Appendix 2 of the Audit
Guidelines. This assessment rating was reviewed during the audit process subject to the verification

of control environment.

Follow-Up from Previous Audit Findings

A detailed assessment of the previous audit post implementation action plan was undertaken during
the audit to assess effectiveness. A summary is provided in Table 4.
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Table 4 : 2007 Performance Audit Key Findings, Recommendation, Post Audit Plan & Progress

Ref

Licence Condition

Issue

Recommendation

Post-Audit Action Plan

Outcome

81

Alicensee must, not less
than once every 24 months,
provide the Authority with a
performance audit
conducted by an
independent expert
acceptable to the Authority.

84

A licensee must provide the
Authority with a report by an
independent expert as to
the effectiveness of its
asset management system
every 24 months, or such
longer period as determined
by the Authority.

Whilst compliance with this
requirement is well
evidenced, the allocation of
responsibility and process
for ensuring changes to
licence conditions/legislation
are identified was not
defined.

Potential to use SAP as a tool for
monitoring license and regulatory
requirements

ACTION: Review the
potential for the
establishment of a
compliance scheduling
system (i.e. SAP) for the
organisation in order to
manage critical compliance
functions and assign
responsibilities.

RESPONSIBILITY: Plant
Manager KPS

DATE: 5" September 2008

SAP fully implemented. Refer Asset
Management Review findings.
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Ref Licence Condition Issue Recommendation Post-Audit Action Plan Outcome
82 A licensee must provide for | System and processes Full implementation of SAP ACTION: Fully implement | SAP fully implemented. Refer Asset
an asset management heavily reliant on personnel | would assist personnel to SAP. Management Review findings. Issue relating to
system. to.mfa.nually plan, track, prio.ritisg ope.rational tasks. RESPONSIBILITY: Plant non.comp!iance was a. foIIov.v.on from previous
prioritise and schedule During interview personnel Manager KPS audit relating to delay in notification. Refer to
operational tasks. informed that SAP training was g report Licence Condition 16.1.
imminent DATE: 5t September 2008
83 A licensee must notify As per Generation Licence As per Generation Licence As per Generation Licence | The Licensee was compliant in this aspect
details of the asset Condition 16.1 & 16.2 Condition 16.1 & 16.2 Condition 16.1 & 16.2 during the audit period.
management system and
any substantial changes to
it to the Authority.
85 Alicensee must pay to the | System is a requisitional Include the requirement in the ACTION: Following Payment of Licence Fees was in accordance

Authority the prescribed
licence fee within one
month after the day of grant
or renewal of the licence
and within one month after
each anniversary of that
day during the term of the
licence.

cheque based process with
the potential for payment to
be delayed (i.e. not received
within 30 days)

SAP as a routine and investigate
to the option of paying by EFT to
ensure the trail for payment is
complete

planned implementation of
SAP include payment of
licence as a routine.

RESPONSIBILITY: Plant
Manager KPS

DATE: 5t September 2008

with Licence Requirements during the Audit
Period.
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Ref Licence Condition Issue Recommendation Post-Audit Action Plan Outcome
86 Alicensee must take Although past operational Full implementation of SAP ACTION: Fully implement | SAP fully implemented. Refer Asset
reasonable steps to history is of a high standards | would assist personnel to SAP. Management Review findings.
minimise the extent or the system and processes rioritise operational tasks.
nim xentor ysiem and p prioriiise operat RESPONSIBILITY: Plant
duration of any interruption, | heavily reliant on personnel | During interview personnel Manager KPS
suspension or restriction of | to manually plan, track, informed that SAP training was g
the supply of electricity due | prioritise and schedule imminent DATE: 5 September 2008
to an accident, emergency, | operational tasks.
potential danger or other
unavoidable cause.
110 A licensee must provide the | The Annual Compliance Include the requirement in the ACTION: Fully implement | Itis noted that the Compliance Report for July 1
Authority, in the manner Report to the ERA was due | SAP as a routine upon receipt of | SAP. 2008 to 30 June 2009 was lodged by the
rescribed, any information | on 31/8/07, however the the letter requiring the Licensee on the 25/8/09. However, the Authority
P ) y o L L ) quiring RESPONSIBILITY: Plant raised an issue regards to non-compliance for
the Authority requires in Authority's records indicate | compliance report. Manager KPS 120 days within the current audit period. The
connection with its functions | that the 2007 Compliance issue and root cause for the non-compliance has
under the Electricity report for Transfield DATE: 5t September 2008 | now been addressed. The Licensee has
Industry Act Services Kemerton Pt Ltd's recorded this requirement in the Database
yAct - ) y Licence and Regulatory Requirements 2010 to
electricity generation licence 2011 [TMF-6023-AD-0002]
EGL5 was received late on
17/9/07.
This is not considered a
breach by definition of
compliance in Table 1 of the
Audit Guidelines.
Generation | Performance standards are | Potentially the effectiveness | Consideration could be givento | ACTION: Develop a There have been no performance standards
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Ref Licence Condition Issue Recommendation Post-Audit Action Plan Outcome

Licence contained in applicable of the processes is reduced | the development of a legal/regulatory database prescribed for the Power Station. It is noted that
condition legislation. due to lack of legal/regulatory database that includes the a Database of Licence and Regulatory

14.1 legal/regulatory database requirements of the ERA Compliance has been established.

while reliant on personnel to
manually monitor legal
compliance

licence

RESPONSIBILITY: Plant
Manager KPS

DATE: 5% September 2008
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2.4 2010 Post Audit Implementation Plan

As stipulated in section 11.9 of the Audit Guidelines (July 2009), the Audit Team notes that the Performance Audit Post Implementation Plan
(Appendix 3) does not form part of the Audit Opinion. It is the responsibility of the licensee to ensure actions are undertaken as determined by
Transfield Services: Kemerton Power Station.

Ref Audit Requirement Issue Recommendation Post-Audit Action Plan

Generation Licence condition 12.1 | Although there is a trigger for inclusion of | 1. Consideration could be given to | Action Plan not mandatory for inclusion in

) plant change in the Asset Management including this requirement in the Asset | post auditimplementation plan as detailed
The licensee may expand or Plan within the PPA and O&M Alliance | Management Plan as a section for | in Audit Guidelines (July 2009) Section
reduce the generating works if the | Agreement. A section within the Asset consideration i.e. any plant change to | 121.9. This item will be reviewed and
relevant expansion or reduction is Management Plan highlighting the link to generating works would require ERA actioned through internal management
provided for in the asset the Generation Licence may assist future notification systems and will form part of the next
management system. compliance. ' Audit/Review process.

Compliance Rating: Compliant [4]

2. Review the opportunities toinclude a | 7o i, The Authority was notified on
trigger to correspond with the Authority the 29" July 2008

outlining project and requesting

82 Generation Licence Condition 16.1 | Transfield Services breached the licence
- Electricity Industry Act section condition 16.1 to inform the Authority of

14 (1)(a) an asset management system for X - )
Kemerton Power station on the confirmation that the project does not
completion of generation works in 2005. | require conditions of Clause 16.1 to RESPONSIBILITY: Wayne Roberts, Plant
) . This was identified in the previous audit | avoid future ambiguity for example, Manager
The licensee must provide for, and e . . Lo .
# the Authority of but as notification was not until the 29 | inclusion in the capital works approval DATE: COMPLETE
notify the Authority of, an asset July 2008 the licensee was non process or other such mechanism. :

management system in relation to
the generating works within 2
business days from the
commencement date or from the | Itis noted that this non compliance has
completion of construction of the been actioned already.

generating works, whichever is | Completion of wet compression project
later. does not fall under generating works.

compliant for a period of 120 days during
this audit period.
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Ref Audit Requirement Issue Recommendation Post-Audit Action Plan
Compliance Rating: Non-Compliant [2]

83 Generation Licence Condition 16.2 | In the Annual Compliance Report for | 3. A periodic audit of the licence Action Plan not mandatory for inclusion in

- 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.

1 July 2008 to 30 June 2009 the
organisation detailed the non-
compliance relating to the failure to
notify the Authority of a substantial
change to the Asset Management
System. In a letter to the Authority
dated 29™ July 2008 the licensee
rectified this issue. It is noted that
this was identified in the previous
audit report as a requirement after
discussions with the Secretariat.

It is noted that in the letter to the
ERA the Licensee erroneously
identified a review of the Asset
Management Plan as a material
change.

Compliance Rating: Compliant [4]

requirements may also assist the
organisation in ensuring key timeframes
are achieved.

post audit implementation plan as detailed
in Audit Guidelines (July 2009) Section
121.9. This item will be reviewed and
actioned through internal management
systems and will form part of the next
Audit/Review process.
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3. ASSET MANAGEMENT SYSTEM EFFECTIVENESS REVIEW

3.1 AMS Review Scope

The scope of the AMS review includes an assessment of adequacy and effectiveness of Transfield
Services; Kemerton Power Station asset management system, by evaluating during the audit period
1% April 2008 to 31 March 2010 the following;

Asset Planning

Asset creation/acquisition

Asset disposal

Environmental analysis

Asset operations

Asset maintenance

Asset management information system

Risk management

© © N o g s~ NPRE

Contingency planning
10. Financial planning
11. Capital expenditure planning

12. Review of asset management system

The review has been established as a requirement of the current Generating Licence issued by the

Economic Regulation Authority to Transfield Services: Kemerton Power Station.

The asset management review follows the approved audit plan and uses;
e arisk based approach to auditing using the risk evaluation model set out in AS/NZS
4360:2004;
e an overall effectiveness rating for an asset management process, based on a combination of
the process and policy adequacy rating and the performance rating
¢ the format and content of the reviewer’s report; and post- implementation plan as described in

the Guidelines.

The following people were interviewed during the review;
Wayne Roberts - Kemerton Power Station Plant Manager

Geoff Dutton — General Manager Assets, Transfield Services Infrastructure Fund
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The key documents and other information sources are detailed below and further in Appendix 2.

1. Power Generation Services: Kemerton Power Station 2008/09 Asset
Management Plan

2. Power Generation Services: Kemerton Power Station 2009/10 Asset

Management Plan

O&M Alliance Agreement

Transfield Services, Assessing Operational Systems Performance (on-line

system), TMD-0000-QA-0007 (October 2006,rev 10)

Kemerton Power Station Monthly report — February 2009

Kemerton Power Station Monthly report — July 2009

Kemerton Power Station Quarterly Report — 3 Quarter 2008/09

Kemerton Power Station Quarterly Report — 2" Quarter 2009/10

BW TSIL Group Financials Pack 2009

10 KMP 8042 2010 Budget V2

11.2009 09 Mar KMP Results FCST

12.Power Purchase Agreement DMS#1366303 & Deed of Variation

13.Connection Agreement DMS#1378308 v5

14.Risk Portal intranet based via transapp

15.In Sight incident reporting system

16. Transfield Services Infrastructure Fund / Transfield Services Alliance
Management Team (AMT) meeting Minutes Mar 2010

17.Incident Management and Investigation procedure TMP-0000-SA-0001

18.Database Licence and Regulatory Requirements

19. Leadership Commitment Program Report Jan to Dec 2009

20.Budget Change Management Form: TMF-8009-AD-0003

21.Project Leader: Kemerton Power Station 25.5 year — Forecast Model

22. Transfield Services Infrastructure Limited (TSIL) Annual Report 2009

23.Transfield Services: SKM Technical and Environmental Due Diligence
Kemerton Power Station

24. Operational Services Audit November 2009

how

©oNOoO

25.SRC : Strategic Review Committee Process

26.Change Management Assessment TMF-8009-QA-0018

27.EADR Process based via transapp

28.Transfield Services Infrastructure Fund / Transfield Services Alliance
Management Team (AMT) meeting Minutes Mar 2010

29.Leadership Commitment Program Report Jan to Dec 2009

30.Performance Test For Procedure Wet Compression DGTRP-2007-000089

31.Agenda PGS HSE Steering Group meeting 050310

32.PGS HSE Steering Group Meeting 050319 Actions

33.Management/Toolbox meeting Minutes 260210

34.Risk Assessment FY 2009 TMF-0000-RM-0001

35.PGS HSEQR Strategic Plan 2009/10

36.PGS: Health Safety Environment Quality Risk Plan 2008/09

37.Leadership Commitment Program Report Jan to Dec 2009

38. Maintenance Policy, Maintenance Policy Report July 2008, Kemerton
Maintenance Plan (spreadsheets manually linked)

39.SAP Computerised Maintenance Management system (CMMS)

40. Training Matrix TMD-6023-LD-0001
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41.Risk Policy TMC-0000-RM-1001

42.Job Start / hazard identification TMF-8009-SA-0002

43.Permit To Work System KMP-6023-OPS-0000

44. Vibration/Condition/Oil sample; Hydraulic/Turbine/Transformer Thermo

graphic tests (visual inspection of documentation

45.0EM O&M manuals (Hard copies)

46. Annual monitoring Report — KPS (Licence Number 8026/2004/5) File SWB
2675, EPA Assessment 1499, Statement 645 1 Dec 2009

47.Training Matrix TMD-6023-LD-0001

48.Change Management Assessment TMF-8009-QA-0018

49.Change to Plant / Control System Procedure TMP-8009-OP-0001

50.Change to Plant / Control System Register TMD-8009-OP-0002

51.Change to Plant / Control System Form TMF-8009-OP-0001

52. Daily Back up Spreadsheet

53.Risk Register & Risk Assessment Work sheet TMF-0000-RM-0001
54.JSA’s (egTMF-4022-SA-0003)

55.Transfield Services Betterways Continuous Improvement program
56. Site Hazard Register TMD-6023-SA-0001

57.Fuel Gas Delivery Agreement (GDA) with Verve Energy
58.Fuel Oil Supply Agreement (Caltex Australia)

59.Connection Agreement DMS#1378308 v5

60.0 & M Alliance Agreement

61. Water Supply Agreement (with Harvey Water)(Interview only)

62.Engineering All Risks Survey Report August 2008

63.Dangerous Goods Review for Transfield Services: Dangerous Goods
Storage at KPS April 2008

64.Electrical equipment in hazardous Areas (EEHA) Survey and Report May
2008

65. Performance Audit and Asset management Review for Transfield Services
KPS July 2008

66. Dangerous goods Review for Transfield Services: Dangerous Goods
Storage at KPS February 2009

67. Kemerton Only — Major Maintenance Costs and Cash Flows V4

The review was conducted in conjunction with the Performance Audit during May 2010 and included
one day preliminary site audit, desktop review, one day audit to execute audit plan and interview
sessions and report writing. In total the audit required 44 hours of Premmck Management Service’s

(Neema Premji and Brian McKenry) time.
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3.2 Objective of the Asset Management System Review

The objective of the review is to examine the effectiveness of the processes used by Transfield
Services: Kemerton Power Station to deliver asset management, the information systems supporting
asset management activities and the data and knowledge used to make decisions about asset
management. These elements were examined from a life cycle perspective i.e. planning, construction,
operation, maintenance, renewal, replacement and disposal using the guidelines developed by the

Economic Regulation Authority.

3.3 Methodology for Asset Management System Review

The audit methodology detailed in the Audit Guidelines — Electricity, Gas and Water Licences (July
2009) was used in the execution of the Asset Management System Review and is detailed in the
Audit Plan.

Asset Management System Effectiveness Rating

The Audit Guidelines (section 11.4.2) states that the asset management review report must provide a
table that summarises the auditor’s assessment of both the process and policy definition rating and
the performance rating for each key process in the licensee’s asset management system using the
scales described in Table 5 and Table 6. It is left to the judgement of the auditor to determine the

most appropriate rating for each asset management process.
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Table 5: Asset management process and policy definition adequacy ratings

Rating Description Criteria

A Adequately defined * Processes and policies are documented.
* Processes and policies adequately document the required performance of the assets.
* Processes and policies are subject to regular reviews, and updated where necessary

+ The asset management information system(s) are adequate in relation to the assets that are
being managed.

B Requires some * Process and policy documentation requires improvement.
improvement * Processes and policies do not adequately document the required performance of the assets.
* Reviews of processes and policies are not conducted regularly enough.

+ The asset management information system(s) require minor improvements (taking into
consideration the assets that are being managed).

C Requires significant * Process and policy documentation is incomplete or requires significant improvement.
improvement * Processes and policies do not document the required performance of the assets.
+ Processes and policies are significantly out of date.

+ The asset management information system(s) require significant improvements (taking into
consideration the assets that are being managed).

D Inadequate * Processes and policies are not documented.

+ The asset management information system(s) is not fit for purpose (taking into consideration
the assets that are being managed).
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Table 6: Asset management performance ratings

Rating Description Criteria
1 Performing * The performance of the process meets or exceeds the required levels of performance.
effectively * Process effectiveness is regularly assessed and corrective action taken where necessary.
2 Opportunity for * The performance of the process requires some improvement to meet the required level.
improvement * Process effectiveness reviews are not performed regularly enough.
* Process improvement opportunities are not actioned.
3 Corrective action « The performance of the process requires significant improvement to meet the required level.
required * Process effectiveness reviews are performed irregularly, or not at all.
* Process improvement opportunities are not actioned.
4 Serious action * Process is not performed, or the performance is so poor that the process is considered to be
required ineffective.

Deviation from the Audit Plan

There were several changes made to the risk assessment ratings conducted for the Audit Plan for the

Asset Management System Review. The revisions only involve the adequacy of existing controls.

These changes are highlighted within Appendix 2 of the report.
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Table 7: Previous Asset Management Review Key Findings, Recommendation, Post Audit Plan & Progress

Ref Audit Requirement Issue Recommendation Post-Audit Action Plan | Qutcome
2.6 Asset Creation/Acquisition | At the time of the audit a A central database and the use of | ACTION: Develop a Licence and regulatory
- Ongoing central database of legal SAP to trigger legal obligations database of legal/safety/ requirements database TMF—
legal/environmental/safety | obligations did not exist. would reduce the risk of environmental obligations | 6023-AD-0002 created to track
obligations of the asset Diaries/spreadsheets were omission and to utilise SAP to and trigger legal obligations.
owner are assigned and being used by personnel to trigger key dates
understood monitor ongoing obligations RESPONSIBILITY: Plant
Manager (KPS Transfield
Services)
DATE: 5™ September 2008
4.4 Environmental analysis — At the time of the audit a A central database and the use of | ACTION: Develop a Licence and regulatory
Compliance with statutory | central database of statutory | SAP to trigger key dates would database of requirements database TMF—
and regulatory and regulatory requirements | reduce the risk of omission statutory/regulatory 6023-AD-0002 created to track
requirements did not exist. Diaries were obligations and to utilise and trigger legal obligations.
being used by personnel to SAP to trigger key dates
monitor ongoing RESPONSIBILITY: Plant
requirements Manager (KPS Transfield
Services)
DATE: 5™ September 2008
5.3 Asset Operations — Risk System and processes Full implementation of SAP ACTION: Full SAP has been fully

Management is applied to

prioritise operations tasks

heavily reliant on personnel
to manually plan, track,
prioritise and schedule

operational tasks

would assist personnel to

prioritise operational tasks

implementation of SAP

RESPONSIBILITY: Plant
Manager (KPS Transfield

Services)

DATE: 5" September 2008

implemented
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Ref Audit Requirement Issue Recommendation Post-Audit Action Plan | Outcome
5.4 Asset Operations - Assets Asset maintenance and Full implementation of SAP ACTION: Full SAP has been fully
are documented in an condition history is not would enable a full history of the | implementation of SAP implemented
Asset Register including entered into SAP where the plants condition to be
) ) ) o RESPONSIBILITY: Plant
asset type, location, asset register resides maintained )
. Manager (KPS Transfield
material, plans of .
Services)
components, an
assessment of asset DATE: 5™ September 2008
physical/structural and
accounting data
Effectiveness Rating - 3
6.1 Asset Maintenance — Maintenance tasks are Full implementation of SAP ACTION: Full SAP has been fully
Maintenance plans cover scheduled, resourced and would enable all aspects of implementation of SAP implemented
the scheduling and tracked manually. Priority is maintenance for both critical and
] ] N N RESPONSIBILITY: Plant
resourcing of the given to critical plant only, non-critical plant to be
. " . . o Manager (KPS Transfield
maintenance tasks so that non-critical plant is run to effectively prioritised and .
. . Services)
work can be done on time failure and replaced or managed.
and on cost repaired DATE: 5% September 2008
Effectiveness Rating — 2
6.2 Asset Maintenance - Maintenance policies and As above As above SAP has been fully
Maintenance policies and procedures are established implemented
procedures are and implemented for critical
documented and linked to | plant. Only fault
service levels required maintenance is presently
. . being performed on non-
Effectiveness Rating — 2 .
critical plant
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Ref Audit Requirement Issue Recommendation Post-Audit Action Plan | Qutcome

6.3 Asset Maintenance - Inspections of critical plant As above As above SAP has been fully
Regular inspections are are undertaken. Records of implemented
undertaken of asset inspections were available
performance and condition | for review on site.

Inspections of non-critical
Effectiveness Rating — 2 .

plant presently being

performed on an informal

basis.

6.4 Asset Maintenance - Emergency, corrective and As above As above SAP has been fully
Maintenance plans preventative maintenance implemented
(emergency, corrective plans for critical plant are
and preventative) are established — tracked
documented and manually. Only fault
completed on schedule maintenance is presently

being performed on non-
Effectiveness Rating — 2 .
critical plant.

6.5 Asset Maintenance — The analysis of failures is As above As above SAP has been fully
Failures are analysed and effective for critical plant implemented
operation/maintenance however
plans are adjusted where operations/maintenance
necessary plans have to be annually

adjusted and tracked
Effectiveness Rating — 3

6.6 Asset maintenance — Risk Oil sampling and vibration A risk management approach ACTION: A risk matrix Risk Matrix developed
management is applied to analysis forms part of the should be applied to all plant. should be developed for
prioritise maintenance risk management approach all plant as part of the full
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Ref Audit Requirement Issue Recommendation Post-Audit Action Plan | Qutcome
tasks for critical plant only. implementation of SAP
Effectiveness Rating - 2 RESPONSIBILITY: Plant
Manager (Transfield
Services KPS)
DATE: 5" September 2008
7.7 Asset Management The measurement of station | An assessment should be ACTION: As per Completed

Information Systems — Key
computations related to
licensee performance
reporting are materially

accurate

output is reliant on the
accuracy of WPC metering
which is not under the
control of KPS

undertaken to the viability of
periodic independent
measurement of output to verify
WPC metering, if viable periodic
measurements should be taken
to determine accuracy of

metering

recommendation

RESPONSIBILITY: Plant
Manager (Transfield
Services KPS)

DATE: 5" September 2008

Transfield Services have
reviewed this recommendation
and has assessed that they are
comfortable with WPC
metering and their control
measures regarding this
equipment.
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Summary of Findings

After reviewing the effectiveness of Transfield Services asset management system the audit priorities were revised as summarised in Table 8

below. On the scale of 0 to 5, priority 1 being the highest risk rating moving down to priority 5 the lowest risk rating. Appendix 2 details the findings

of each of the Asset Management Elements and sub-elements detailing observations and where applicable recommendations.

Table 8: Summary of post audit findings

AMS Audit Elements

Asset Management System Post - Audit Priority Rating

Priority 1 Priority 2 Priority 3 Priority 4 Priority 5 Total Comments
1. Asset Planning 5 3 8
2. Asset creation/acquisition 1 4 5
3. Asset disposal 4 4
4. Environmental analysis 4 4
5. Asset operations 5 5
6. Asset maintenance 3 3 6
7. Asset Management 2 5 7
Information System

8. Risk Management 3 3
. . 1 1

9. Contingency Planning
4 5 6

10. Financial Planning
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11. Capital expenditure 4 4
planning
12. Review of Asset 1 1
Management System
Total 13 42 55

Recommendations and Post Review Implementation Plans

Table 9: Recommendations and Post — Audit Action Plans

Ref Audit Requirement Issue Recommendation Post-Audit Action Plan
7.5 | Asset Mgnagement Currently the backup To develop procedural documentation to ACTION: A progedure will be .
Information System — Data procedure is understood . . . . developed and implemented at site
. . detail the process in relation to daily and :
backup procedures appear through verbal instructions #hiv back up of regarding data back-ups.
adequate and no procedure was monihiy back Up of Server.
viewed RESPONSIBILITY: Wayne Roberts,
Review Priority - 4 ' Plant Manager
Effectiveness Rating — A2 DATE: 17t September 2010
7.5 | Asset Management Since the Station has been To test the backup tapes for effective ACTION: Perform data retrieval test of

Information System — Data
backup procedures appear
adequate

Review Priority - 4

Effectiveness Rating - A2

operation data has been
backed up however a test of
retrieving data from backup
tapes has never been
carried.

retrieval of data.

both daily and monthly backups.

RESPONSIBILITY: Wayne Roberts,
Plant Manager

DATE: 17t September 2010
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Ref Audit Requirement Issue Recommendation Post-Audit Action Plan
10.4 | Financial Planning- The The financial plan forecasts | Extend current 2 year plan to 5 years to ACTION: Expand current financial

financial plan provide firm
predictions on income for the
next five years and
reasonable indicative
predictions beyond this
period

Review Priority — 4

Effectiveness Rating — A3

two years (on a monthly
basis) of income and
operating expenditure,
instead of the required five
years.

meet the requirements of criteria 10.4

budget plans to rolling 5 year forecasts.

RESPONSIBILITY: Geoff Dutton,
General Manager Assets.

DATE: 1st July 2011
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3.4 2010 Post Audit Implementation Plan

As stipulated in section 11.9 of the Audit Guidelines (July 2009), the Audit Team notes that the Asset
Management Review Post Implementation Plan does not form part of the Audit Opinion. It is the
responsibility of the licensee to ensure actions are undertaken as determined by Transfield Services:
Kemerton Power Station.

4. FOLLOW UP AUDIT PROCESS

This is the second Performance Audit and Asset Management Review conducted since the issue of
the licence. Review of actions taken in response to recommendations will form part of subsequent
audit plans.

The license proposes that Transfield Services reports progress on the Post Audit Implementation
Plan to the ERA in the annual Compliance Reports.
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APPENDIX 1

TRANSFIELD SERVICES: KEMERTON POWER STATION
PERFORMANCE AUDIT MAY 2010
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Compliance
Reporting
Manual Ref

Licence Condition Requirement

Compliance Rating

Verification/ Tests

Effectiveness

GENERATION LICENCE CONDITION 1 - DEFINITIONS

Determined to be not applicable to the audit
scope.

GENERATION LICENCE CONDITION 2 - GRANT OF LICENCE

Generation Licence condition 2.1- Electricity

Industry Act 2004

The licensee is granted a licence for the
construct and operate
existing
generating works in accordance with the

licence area to

generating works or operate

terms and conditions of this licence.

Not Applicable
[NA]

Compliant

(5]

NOT APPLICABLE

Transfield Services Kemerton
Pty Ltd Generation Licence —
EGL5 — Schedule 1

Notice — Amendment to
Electricity Generation Licence
5 (22 Feb 2007)

PPA [DMS # 1366303 V7]
Deed of variation no. 2 PPA

Discussions  with
Management

System

The installed capacity of the Unit as
defined by EGL5 is 310 MW. The Deed of
Variation No.2 PPA aligns with this
specification.

It is noted that the plant has a capability of
achieving an output of 346MW during
certain weather conditions i.e. cold winter
day.

The IMO test to 300 MW and the PPA
requires 300 MW tested at 41°C. As
System Management take control of the
unit as it ramps up above 70MW (or they
can start it remotely) and control the
generation parameters, any exceedence
above this limit is for system stability and
emergency purposes only. This was
verified through discussions with System
Management. For example in response to
Veranus Island Gas Crisis in June 2008.

Notice published by the ERA of increase in
capacity on 22™ February 2007.
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Compliance
Reporting Licence Condition Requirement Compliance Rating Verification/ Tests Effectiveness
Manual Ref
Risk Assessment Audit Priority Corrective Action/Opportunity for Improvement
Likelihood Unlikely 5 Nil
Consequence Minor
Inherent Risk Low
Adequacy of Controls | Strong

GENERATION LICENCE CONDITION 3 - TERM

- —————————————————— —————— |
Generation Licence Condition 3.1 - Electricity

- Industrv Act 2004 Not Rated = Compliance Reports during | No issues with regards to surrender or
. y audit period 1% April 2008 — | cancellation of the licence were raised
The licence commences on the INRI 31% March 2010 during the audit period. As such
commencement date and continues until the . o
. . . assessment of compliance with clause
earlier of; = [nterview with Plant cannot be undertaken
(a) the cancellation of the licence pursuant to Manager

clause 7 of this licence;

(b) the surrender of the licence pursuant to
clause 8 of this licence; or

(c) the expiry date.

Risk Assessment Audit Priority Corrective Action/Opportunity for Improvement
Likelihood Unlikely 4 Nil

Consequence Moderate

Inherent Risk Medium

Adequacy of Controls | Strong

I —————
GENERATION LICENCE CONDITION 4 - FEES
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Compliance
Reporting Licence Condition Requirement Compliance Rating Verification/ Tests Effectiveness
Manual Ref

I ——
85 Generation Licence Condition 4.1 - Electricity Compliant Payment of fees before the Licence fees were paid as follows;
Industry Act section 17 (1) 20" April each year . .

[TYPE NR] [5] - ERA Invoice ERA154 (date of issue 25

The licensee must pay the applicable fees in
accordance with the Regulations.

A licensee must pay to the Authority the
prescribed licence fee within one month after
the day of grant or renewal of the licence and
within one month after each anniversary of
that day during the term of the licence.

Discussion with Plant
Manager

Review of payment/pending

invoice process

TMF-6023-AD-0002 Database

Licence and Regulatory

Requirements 2010 to 2011

March 2010) Purchase Order dated for
delivery 29" March 2010(PO #
4504138193 ) paid 7™ April 2010.

- ERA Invoice ERA103 (date of issue 10"
March 2009) Purchase Order dated for
delivery 25" March 2009 (PO #
4503385629) paid 7™ April 2009

It is noted that payment for the 2008 year
was covered in previous audit as invoice
received on 18" March 2008.

A purchase order system has been
established to ensure the payment of
licence fees in accordance with legislative
requirements. In addition, the
organisation has included the requirement
in the Database Licence and Regulatory
Requirements [TMF-6023-AD-0002]

Risk Assessment

Audit Priority

Corrective Action/Opportunity for Improvement

Likelihood Unlikely
Consequence Minor
Inherent Risk Low
Adequacy of Controls | Strong

5
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Compliance
Reporting
Manual Ref

86
[TYPE NR]

Licence Condition Requirement

A licensee must take reasonable steps to
minimise the extent or duration of any
interruption, suspension or restriction of the
supply of electricity due to an accident,
emergency, potential danger or other
unavoidable cause.

GENERATION LICENCE CONDITION 5 - COMPLIANCE
- ______________________ ____________________________________ ____________________________________________

Compliance Rating

Compliant

(5]

Verification/ Tests

Discussion with Plant
Manager

O & M Alliance Agreement
Operational Procedures
Incident Management
Emergency Procedures

Availability criteria; financial
penalties, detailed in PPA
[DMS # 1366303 V7] and
Asset Site Agreement [V6]

Secure site

HSE Management Plans
Safety Compliance Audits
Monthly Reports

SAP

Certification to ISO Standards

Effectiveness

O & M Alliance Agreement adequately
addresses requirements to maximise
electricity generation; high availability
targets are set for Transfield Services
Kemerton Power Station (TSKPS), safety
and environmental performance
requirements are specified.

Compliance with the Agreement s
monitored by Transfield and the company
is certified to 1SO9001, 1SO14001 and
AS/NZS 4801. As such they are regularly
audited by an Independent 3™ Party in
these management system requirements.

The implementation of the SAP system
enhances the strength of the maintenance
systems.

Risk Assessment

Audit Priority

Corrective Action/Opportunity for Improvement

Likelihood
Consequence

Inherent Risk

Unlikely
Moderate
Medium

Strong

4

Nil
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Compliance
Reporting Licence Condition Requirement Compliance Rating Verification/ Tests Effectiveness
Manual Ref

Adequacy of Controls

87 Generation Licence Condition 5.1- Electricity Compliant = Lot 505 on Deposit Plan No. Licensee owns the land on which the

Industry Act section 41 (6) 39528, Kemerton Industrial Power Station is located. Record of
[TYPE 2] Bl Park, Wellesley WA 6230 Certificate of Title sighted

A licensee must pay the costs of taking an ! y g ’

interest in land or an easement over land.

Risk Assessment Audit Priority Corrective Action/Opportunity for Improvement

Likelihood Unlikely 5 Nil

Consequence Minor

Inherent Risk Low

Adequacy of Controls | Strong

309 Generation Licence Condition 5.1 - Electricity Not Applicable Not Applicable as Transfield Services is not the Network Operator. Reference

[TYPE 2] Industry Metering Code clause 3.5(6) to Electricity Industry Metering Code.

[NA]
A network operator may only impose a
charge for providing, installing, operating or
maintaining a metering installation in
accordance with the applicable service level
agreement between it and the user. Western
Power Corporation (WPC) is the Network
Operator for Transfield Services Kemerton
PowerStation.

319 Generation Licence Condition 5.1 - Electricity Not Applicable Not Applicable as Transfield Services has no revenue attached to the sale of
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Compliance
Reporting
Manual Ref

[TYPE 2]

331
[TYPE 2]

342
[TYPE 2]

349
[TYPE NR]

Licence Condition Requirement

Industry Metering Code clause 3.11(3)

A Code participant who becomes aware of an
outage or malfunction of a metering
installation must advise the network operator
as soon as practicable.

Generation Licence Condition 5.1 - Electricity
Industry Metering Code clause 3.16(5)

A network operator or a user may require the
other to negotiate and enter into a written
service level agreement in respect of the
matters in the metrology procedure dealt
with under clause 3.16(4) of the Code.

Generation Licence Condition 5.1 - Electricity
Industry Metering Code clause 3.27

A person must not install a metering
installation on a network unless the person is
the network operator or a registered
metering installation provider for the
network operator doing the type of work
authorised by its registration.

Generation Licence Condition 5.1 - Electricity
Industry Metering Code clause 4.4(1)

A network operator and affected Code
participants must liaise together to determine
the most appropriate way to resolve a
discrepancy between energy data held in a

Compliance Rating

[NA]

Not Applicable
[NA]

Not Applicable
[NA]

Not Applicable
[NA]

Verification/ Tests Effectiveness

electricity. Managed via contracts with Verve. WPN and System Management
have direct control of metering.

WPN is responsible for metering and this further defined within the
Connection Agreement.

Tariff meters installed at the Kemerton Power Station are the responsibility of
Western Power.

Not Applicable as Transfield Services has no revenue attached to the sale of
electricity. Managed via contracts with Verve. WPN and System Management
have direct control of metering.
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Compliance
Reporting
Manual Ref

350
[TYPE NR]

351
[TYPE 2]

363
[TYPE NR]

365

[TYPE 2]

Licence Condition Requirement

metering installation and data held in the
metering database.

Generation Licence Condition 5.1 - Electricity
Industry Metering Code clause 4.5(1)

A Code participant must not knowingly
permit the registry to be materially
inaccurate.

Generation Licence Condition 5.1 - Electricity
Industry Metering Code clause 4.5(2)

If a Code participant (other than a network
operator) becomes aware of a change to or
an inaccuracy in an item of standing data in
the registry, then it must notify the network
operator and provide details of the change or
inaccuracy within the timeframes prescribed.

Generation Licence Condition 5.1 - Electricity
Industry Metering Code clause 5.4(2)

A user must, when reasonably requested by a
network operator, use reasonable
endeavours to assist the network operator to
comply with the network operator’s
obligation under clause 5.4(1).

Generation Licence Condition 5.1 - Electricity
Industry Metering Code clause 5.5(3)

Compliance Rating

Not Applicable
[NA]

Not Applicable
[NA]

Not Applicable
[NA]

Not Applicable

Verification/ Tests Effectiveness

Not Applicable as Transfield Services has no revenue attached to the sale of
electricity. Managed via contracts with Verve. WPN and System Management
have direct control of metering.

Not Applicable as Transfield Services has no revenue attached to the sale of
electricity. Managed via contracts with Verve. WPN and System Management
have direct control of metering.

Not Applicable as Transfield Services has no revenue attached to the sale of
electricity. Managed via contracts with Verve. WPN and System Management
have direct control of metering.

Not Applicable as Transfield Services has no revenue attached to the sale of
electricity. Managed via contracts with Verve. WPN and System Management
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Compliance
Reporting
Manual Ref

376
[TYPE 2]

377
[TYPE 2]

379
[TYPE NR]

Licence Condition Requirement

A user must not impose any charge for the
provision of the data under this Code unless it
is permitted to do so under another
enactment.

Generation Licence Condition 5.1 - Electricity
Industry Metering Code clause 5.16

A user that collects or receives energy data
from a metering installation must provide the
network operator with the energy data (in
accordance with the communication rules)
within the timeframes prescribed.

Generation Licence Condition 5.1 -
Electricity Industry Metering Code clause
5.17(1)

A user must provide standing data and
validated (and where necessary substituted
or estimated) energy data to the user’s
customer, to which that information relates,
where the user is required by an enactment
or an agreement to do so for billing purposes
or for the purpose of providing metering
services to the customer.

Generation Licence Condition 5.1 - Electricity
Industry Metering Code clause 5.19(1)

A user must, when requested by the network
operator acting in accordance with good

Compliance Rating

[NA]

Not Applicable
[NA]

Not Applicable
[NA]

Not Applicable
[NA]

Verification/ Tests Effectiveness

have direct control of metering.

Not Applicable as Transfield Services has no revenue attached to the sale of
electricity. Managed via contracts with Verve. WPN and System Management
have direct control of metering.

Not Applicable as Transfield Services has no revenue attached to the sale of
electricity. Managed via contracts with Verve. WPN and System Management
have direct control of metering.

Not Applicable as Transfield Services has no revenue attached to the sale of
electricity. Managed via contracts with Verve. WPN and System Management
have direct control of metering.
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Compliance
Reporting
Manual Ref

380
[TYPE NR]

381
[TYPE 2]

382
[TYPE 2]

Licence Condition Requirement

electricity industry practice, use reasonable
endeavours to collect information from
customers, if any, that assists the network
operator in meeting its obligations described
in the Code and elsewhere.

Generation Licence Condition 5.1 - Electricity
Industry Metering Code clause 5.19(2)

A user must, to the extent that it is able,
collect and maintain a record of the address,
site and customer attributes, prescribed in
relation to the site of each connection point,
with which the user is associated.

Generation Licence Condition 5.1 - Electricity
Industry Metering Code clause 5.19(3)

A user must, after becoming aware of any
change in a site’s prescribed attributes, notify
the network operator of the change within
the timeframes prescribed.

Generation Licence Condition 5.1 - Electricity
Industry Metering Code clause 5.19(4)

A user that becomes aware that there is a
sensitive load at a customer’s site must
immediately notify the network operator’s
Network Operations Control Centre of the
fact.

Compliance Rating

Not Applicable
[NA]

Not Applicable
[NA]

Not Applicable
[NA]

Verification/ Tests Effectiveness

Not Applicable as Transfield Services has no revenue attached to the sale of
electricity. Managed via contracts with Verve. WPN and System Management
have direct control of metering.

Not Applicable as Transfield Services has no revenue attached to the sale of
electricity. Managed via contracts with Verve. WPN and System Management
have direct control of metering.

Not Applicable as Transfield Services has no revenue attached to the sale of
electricity. Managed via contracts with Verve. WPN and System Management
have direct control of metering.
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Compliance
Reporting Licence Condition Requirement Compliance Rating Verification/ Tests Effectiveness
Manual Ref
384 Generation Licence Condition 5.1 - Electricity Not Applicable Not Applicable as Transfield Services has no revenue attached to the sale of
[TYPE NR] Industry Metering Code clause 5.19(6) [NA] electricity. Managed via contracts with Verve. WPN and System Management

390
[TYPE 2]

391
[TYPE 2]

409
[TYPE 2]

A user must use reasonable endeavours to
ensure that it does notify the network
operator of a change in an attribute that
results from the provision of standing data by
the network operator to the user.

Generation Licence Condition 5.1 - Electricity
Industry Metering Code clause 5.21(5)

A Code participant must not request a test or
audit unless the Code participant is a user
and the test or audit relates to a time or
times at which the user was the current user
or the Code participant is the IMO.

Generation Licence Condition 5.1 - Electricity
Industry Metering Code clause 5.21(6)

A Code participant must not make a test or
audit request that is inconsistent with any
access arrangement or agreement.

Generation Licence Condition 5.1 - Electricity
Industry Metering Code clause 5.27

Upon request, a current user must provide
the network operator with customer
attribute information that it reasonably
believes are missing or incorrect within the

Not Applicable
[NA]

Not Applicable
[NA]

Not Applicable
[NA]

have direct control of metering.

Not Applicable as Transfield Services has no revenue attached to the sale of
electricity. Managed via contracts with Verve. WPN and System Management
have direct control of metering.

Not Applicable as Transfield Services has no revenue attached to the sale of
electricity. Managed via contracts with Verve. WPN and System Management
have direct control of metering.

Not Applicable as Transfield Services has no revenue attached to the sale of
electricity. Managed via contracts with Verve. WPN and System Management
have direct control of metering.
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416
[TYPE 2]

418
[TYPE NR]

420
[TYPE 2]

421

Licence Condition Requirement

timeframes prescribed.

Generation Licence Condition 5.1 - Electricity
Industry Metering Code clause 6.1(2)

A user must, in relation to a network on
which it has an access contract, comply with
the rules, procedures, agreements and
criteria prescribed.

Generation Licence Condition 5.1 - 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.

Generation Licence Condition 5.1 - Electricity
Industry Metering Code clause 7.2(4)

A Code participant must notify its contact
details to a network operator with whom it
has entered into an access contract within 3
business days after the network operator’s
request.

Generation Licence Condition 5.1 - Electricity

Compliance Rating

Not Applicable
[NA]

Not Applicable
[NA]

Not Applicable
[NA]

Not Applicable

Verification/ Tests Effectiveness

Not Applicable as Transfield Services has no revenue attached to the sale of
electricity. Managed via contracts with Verve. WPN and System Management
have direct control of metering.

Not Applicable as Transfield Services has no revenue attached to the sale of
electricity. Managed via contracts with Verve. WPN and System Management
have direct control of metering.

Not Applicable as Transfield Services has no revenue attached to the sale of
electricity. Managed via contracts with Verve. WPN and System Management
have direct control of metering.

Not Applicable as Transfield Services has no revenue attached to the sale of
electricity. Managed via contracts with Verve. WPN and System Management
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[TYPE 2]

422
[TYPE 2]

423
[TYPE 2]

424
[TYPE 2]

Licence Condition Requirement

Industry Metering Code clause 7.2(5)

A Code participant must notify any affected
network operator of any change to the
contact details it notified to the network
operator at least 3 business days before the
change takes effect.

Generation Licence Condition 5.1 - Electricity
Industry Metering Code clause 7.5

A Code participant must not disclose, or
permit the disclosure of, confidential
information provided to it under or in
connection with the Code and may only use
or reproduce confidential information for the
purpose for which it was disclosed or another
purpose contemplated by the Code.

Generation Licence Condition 5.1 - Electricity
Industry Metering Code clause 7.6(1)

A Code participant must disclose or permit
the disclosure of confidential information
that is required to be disclosed by the Code.

Generation Licence Condition 5.1 - Electricity
Industry Metering Code clause 8.1(1)

Representatives of disputing parties must
meet within 5 business days after a notice
given by a disputing party to the other
disputing parties and attempt to resolve the

Compliance Rating

[NA]

Not Applicable
[NA]

Not Applicable

[NA]

Not Applicable
[NA]

Verification/ Tests Effectiveness

have direct control of metering.

Not Applicable as Transfield Services has no revenue attached to the sale of
electricity. Managed via contracts with Verve. WPN and System Management
have direct control of metering.

Not Applicable as Transfield Services has no revenue attached to the sale of
electricity. Managed via contracts with Verve. WPN and System Management
have direct control of metering.

Not Applicable as Transfield Services has no revenue attached to the sale of
electricity. Managed via contracts with Verve. WPN and System Management
have direct control of metering.
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425
[TYPE NR]

426
[TYPE NR]

427
[TYPE 2]

Licence Condition Requirement

dispute under or in connection with the
Electricity Industry Metering Code by
negotiations in good faith.

Generation Licence Condition 5.1 - Electricity
Industry Metering Code clause 8.1(2)

If a dispute is not resolved within 10 business
days after the dispute is referred to
representative negotiations, the disputing
parties must refer the dispute to a senior
management officer of each disputing party
who must meet and attempt to resolve the
dispute by negotiations in good faith.

Generation Licence Condition 5.1 - Electricity
Industry Metering Code clause 8.1(3)

If the dispute is not resolved within 10
business days after the dispute is referred to
senior management negotiations, the
disputing parties must refer the dispute to
the senior executive officer of each disputing
party who must meet and attempt to resolve
the dispute by negotiations in good faith.

Generation Licence Condition 5.1 - Electricity
Industry Metering Code clause 8.1(4)

If the dispute is resolved by representative
negotiations, senior management
negotiations or CEO negotiations, the

Compliance Rating

Not Applicable
[NA]

Not Applicable
[NA]

Not Applicable
[NA]

Verification/ Tests Effectiveness

Not Applicable as Transfield Services has no revenue attached to the sale of
electricity. Managed via contracts with Verve. WPN and System Management
have direct control of metering.

Not Applicable as Transfield Services has no revenue attached to the sale of
electricity. Managed via contracts with Verve. WPN and System Management
have direct control of metering.

Not Applicable as Transfield Services has no revenue attached to the sale of
electricity. Managed via contracts with Verve. WPN and System Management
have direct control of metering.
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disputing parties must prepare a written and
signed record of the resolution and adhere to
the resolution.

428 Generation Licence Condition 5.1 - Electricity Not Applicable Not Applicable as Transfield Services has no revenue attached to the sale of
[TYPE NR] Industry Metering Code clause 8.3(2) electricity. Managed via contracts with Verve. WPN and System Management

NA
[NA] have direct control of metering.

The disputing parties must at all times
conduct themselves in a manner which is
directed towards achieving the objective of
dispute resolution with as little formality and
technicality and with as much expedition as
the requirements of Part 8 of the Code and a
proper hearing and determination of the
dispute, permit

- Generation Licence Condition 5.1 - Review of Compliant = Discussion with Plant Transfield Services have in house legal
Government Gazette Amendments [5] Manager counsel and keep abreast of legal changes
* GG54 Electricity Industry Act 2004.p1083. = Corporate requirements in through .thls. . a§ well as through

. . . communications received from the
03 April 2009 relation to compliance and .

reputation Authority.

» GG156 Electricity Industry Act 2004.p3667. P
12-Sep-2006
Risk Assessment Audit Priority Corrective Action/Opportunity for Improvement
Likelihood Unlikely 4 Nil
Consequence Moderate
Inherent Risk Medium
Adequacy of Controls | Strong
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Licence Condition Requirement

Generation Licence condition 5.2

Subject to the provisions of any applicable
legislation, the Authority may direct the
Licensee in writing to do any measure
necessary to:

(a) correct the breach of any applicable
legislation; or

(b) prevent the breach of any applicable
legislation occurring again,

and specify a time limit by which such action
must be taken

Compliance Rating

Not Rated
[NR]

Verification/ Tests

Discussion with Plant
Manager

Legal Advisory Services

Effectiveness

During the audit scope the Authority has
not required the licensee to correct the
breach of any applicable legislation; or
prevent the breach of any applicable
legislation occurring again. As such
assessment of compliance with clause
cannot be undertaken.

Risk Assessment

Audit Priority

Corrective Action/Opportunity for Improvement

Likelihood Unlikely
Consequence Moderate
Inherent Risk Medium
Adequacy of Controls | Strong

Generation Licence condition 6.1 - Electricity
Industry Act section 18 -Transfer of a licence

This licence may be transferred only in
accordance with the Act.

4

Not Rated
[NR]

Nil

GENERATION LICENCE CONDITION 6 - TRANSFER OF LICENCE
I ————

Discussion with Plant
Manager

No transfer of licence undertaken during
the audit period. As such assessment of
compliance with clause cannot be
undertaken.

Risk Assessment

Audit Priority

Corrective Action/Opportunity for Improvement
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Manual Ref
Likelihood Unlikely 4 Nil
Consequence Moderate
Inherent Risk Medium

Adequacy of Controls | Strong

GENERATION LICENCE CONDITION 7 - CANCELLATION OF LICENCE

Generation Licence condition 7.1 - Electricity Not Applicable Determined not to be applicable to audit
Industry Act section 35 -Cancellation of a [NA]
licence

This licence may be cancelled only in
accordance with the Act.

GENERATION LICENCE CONDITION 8 - SURRENDER OF LICENCE

Ml ——————————M{ ltip’silshkdilioi e sAté Qe ————m—ii———$—$m_—y

i Generation Licence condition 8.1 - Electricity Not Applicable Determined not to be applicable to audit
Industry Act 2004 (Schedule 1 - provision I) [NA]
The licensee may surrender the licence at any
time by written notice to the Authority.

- Generation Licence condition 8.2 Not Applicable Determined not to be applicable to audit
The surrender of the licence will take effect [NA]
on the day that the Authority publishes a
notice of the surrender in the Gazette.

- Generation Licence condition 8.3 Not Applicable Determined not to be applicable to audit
The licensee will not be entitled to a refund [NA]
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Licence Condition Requirement

Compliance Rating

Verification/ Tests

Effectiveness

of any fees by the Authority.

GENERATION LICENCE CONDITION 9 - RENEWAL OF LICENCE

Generation Licence condition 9.1

This licence may be renewed only in
accordance with the Act.

Generation Licence condition 10.1

The licensee may apply to the Authority to
amend the licence in accordance with the
Act.

Generation Licence condition 11.1

Subject to any applicable legislation, the
Authority may amend the licence at any time
in accordance with this clause

Not Applicable
[NA]

Not Applicable
[NA]

GENERATION LICENCE CONDITION 11 - AMENDMENT OF LICENCE BY THE AUTHORITY

Compliant

(5]

Determined not to be applicable to audit

GENERATION LICENCE CONDITION 10 - AMNENDMENT OF LICENCE ON APPLICATION OF THE LICENSEE

Determined not to be applicable to audit.

Noted: Amendment relating to plant capacity addressed in previous audit.

Discussions with Plant
Manager

GG54 p1090 3/4/09

Changing the definition of customer to be
consistent with the definition in the
Electricity Industry Act 2004

Organisation was aware of changes and
relevant documentation was reviewed on
file.

Risk Assessment

Audit Priority

Corrective Action/Opportunity for Improvement

Likelihood Unlikely

Consequence Moderate

4

Nil
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Licence Condition Requirement

Compliance Rating

Verification/ Tests Effectiveness

Inherent Risk Medium

Adequacy of Controls | Strong

Generation Licence condition 11.2

Before amending the licence under clause
11.1, the Authority must:

(a) provide the licensee with written notice of
the proposed amendments under
consideration by the Authority;

(b) allow 15 business days for the licensee to
make submissions on the proposed
amendments; and

(c) take into consideration those submissions.

Compliant

(5]

=  Discussions with Plant

= Decision on Amendment to

Adequate review time was provided for in
the amendment of the licence condition.
Compliance with Licence Condition 11.2 is
noted.

Manager

Customer Definition -
Electricity Licences
(29/01/09)

Risk Assessment

Audit Priority

Corrective Action/Opportunity for Improvement

Likelihood Unlikely
Consequence Minor
Inherent Risk Low
Adequacy of Controls | Strong

5

Nil

Generation Licence condition 11.3

This clause also applies to the substitution of

the existing licence.

Not Applicable
[NA]

Determined not to be applicable to audit

Generation Licence condition 11.4

For avoidance of doubt, the licensee will not
e ——

Not Applicable

Determined not to be applicable to audit
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have to pay an associated application fee or [NA]
licence fee for the purpose of clause 11.1.

GENERATION LICENCE CONDITION 12 - EXPANSION OF GENERATING WORKS
I ——

Generation Licence condition 12.1 Compliant = O&M Alliance Agreement In June 2008 the wet compression
. I B14.2 h j full
The licensee may expand or reduce the [4] Clause en ancemenfc project W?S succ.ess. uy
. . . . completed with both units achieving
generating works if the relevant expansion or = The Deed of Variation No.2 ower increases of 17% based Upon a
reduction is provided for in the asset PPA P ? P

compressor inlet temperature of 41°C. As
= Wet Compression Project required by the O&M Alliance Agreement
Clause B14.2 the Asset Management Plan
provided for the increase capacity as a
= Yearly plans result of the Wet Compression Project.

management system.

= Risk Review

= Asset Management Planning
Process

= Annual Compliance Reports
to the ERA due 31° August

Risk Assessment Audit Priority Corrective Action/Opportunity for Improvement
Likelihood Unlikely 2 1. Consideration could be given to including this requirement in the
. Asset Management Plan as a section for consideration i.e. any plant
Consequence Major . . e
change to generating works would require ERA notification.
Inherent Risk High

Adequacy of Controls | Strong

103 Generation Licence condition 12.2 - Compliant = O&M Alliance Agreement The expansion in generating works was
[TYPE 2] Electricity Industry Act section 11 (4] = Compliance Reports |Sr:/cSItL;c:Te1:d within the Asset Management
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Licence Condition Requirement

A licensee must amend the asset
management system before an expansion or
reduction in generating works, distribution

Compliance Rating

Verification/ Tests

Risk Review

Annual business plans

Effectiveness

It is noted that this issue identified in the
Annual Compliance Report for 1 July 2008

to 30 June 2009 related to the failure to
= Asset Management Planning | inform the Authority of the asset
Process management system implementation.

systems and transmission systems and notify
the Authority in the manner prescribed, if the
expansion or reduction is not provided for in

the asset management system Refer to 83.

Risk Assessment Audit Priority Corrective Action/Opportunity for Improvement

Likelihood Unlikely 2 As for Recommendation 1
Consequence Major
Inherent Risk High

Adequacy of Controls | Strong

104 Generation Licence condition 12.3 - Not Rated There has been no expansion or reduction outside the licence area during the
[TYPE 2] Electricity Industry Act section 11 INR] audit period. As such assessment of compliance with this clause has not been
. . made.

A licensee must not expand the generating

works, distribution systems or transmission

systems outside the licence area.

Risk Assessment Audit Priority Corrective Action/Opportunity for Improvement

Likelihood Unlikely 5 Nil

Consequence Minor

Inherent Risk Low

Adequacy of Controls | Strong

- Generation Licence condition 12.4 Not Rated

There has no requirement to pay fees in accordance with the Regulations. As
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The licensee must pay any applicable fees in [NR] such assessment of compliance with this clause has not been made.
accordance with the Regulations.

Risk Assessment Audit Priority Corrective Action/Opportunity for Improvement
Likelihood Unlikely 5 Nil

Consequence Minor

Inherent Risk Low

Adequacy of Controls | Strong

GENERATION LICENCE CONDITION 13 - ACCOUNTING RECORDS

105 Generation Licence condition 13.1 - Compliant =  O&M Alliance requirements The independent auditors of the Financial
[TYPE 2] Electricity Industry Act section 11 [5] = TSI Fund Annual Report 2008 Beport (Price Waterhouse Coopers) ha.ve
. . included a statement of compliance with
The licensee and any related body corporate (http://www.tsinfrastructuref Australian Accountine Standards
must maintain accounting records that und.com/content/AR2008/) &

(including the Australian Accounting

= TSI Fund Annual Report 2009 | Interpretations) and the Corporations
(http://www.tsinfrastructuref | Regulations 2001 for reports published
und.com/content/AR2009/) during the audit period of 1/4/08 to

comply with the Australian Accounting
Standards Board Standards or equivalent
International Accounting Standards.

. . 31/3/10.
= Monitored accounting 13/
processes
= Financial Audits
= Corporate Governance
Risk Assessment Audit Priority Corrective Action/Opportunity for Improvement

Likelihood Unlikely 5 Nil
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Licence Condition Requirement

Compliance Rating

Verification/ Tests Effectiveness

Consequence Minor
Inherent Risk Low
Adequacy of Controls | Strong

Generation Licence condition 14.1

Performance standards are contained in
applicable legislation.

Generation Licence condition 14.2

The Authority may prescribe individual
performance standards in relation to the
licensee of its obligations under this licence
or the applicable legislation.

Generation Licence condition 14.3

Before approving any individual performance
standards under this clause, the Authority
will:

(a) provide the licensee with a copy of the
proposed individual performance standards;

(b) allow 15 business days for the licensee to
make submissions on the proposed individual
performance standards; and

(c) take into consideration those submissions

GENERATION LICENCE CONDITION 14 - INDIVIDUAL PERFORMANCE STANDARDS

Not Applicable
[NA]

Not Applicable
[NA]

Not Applicable
[NA]

Determined not to be applicable to the audit scope.

Determined not to be applicable to the audit scope.

Determined not to be applicable to the audit scope.
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106 Generation Licence condition 14.4 - Not Rated The Authority has not prescribed any individual reporting standards to
[TYPE 2] Electricity Industry Act section 11 INR] Transfield Services. As such assessment of compliance with clause cannot be

81
[TYPE NR]

Once approved by the Authority, the
performance standards are included as
additional terms and conditions to this
licence.

A licensee must comply with any individual
performance standards prescribed by the
Authority.

undertaken.

Risk Assessment

Audit Priority

Corrective Action/Opportunity for Improvement

Likelihood Unlikely
Consequence Minor
Inherent Risk Low
Adequacy of Controls | Strong

5

Nil

GENERATION LICENCE CONDITION 15 - PERFORMANCE AUDIT
S ———

Generation Licence Condition 15.1 - Compliant = Various email The requirement for the audit is
Electricity Industry Act section 13(1) [5] correspondence monitored by the Plant Manager. The

. . requirement was also identified in the
A licensee must, not less than once every 24 = Database Licence and .

. . . . Database  Licence and Regulatory

months, provide the Authority with a Regulatory Requirements Requirements
performance audit conducted by an 2010 to 2011 [TMF-6023-AD- q )
independent expert acceptable to the 0002]
Authority.
Risk Assessment Audit Priority
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Likelihood Unlikely 5 Nil
Consequence Minor
Inherent Risk Low

Adequacy of Controls | Strong

107 Generation Licence condition 15.2 - Compliant = Compliance with ERA process | Direct instructions from Licensee to
[TYPE 2] Electricity Industry Act section 11 [5] « Discussion with Plant Auditor to comply with the ERA guidelines.
A licensee must comply, and require its Manager Copies of communications received from

auditor to comply, with the Authority’s ERA relating to audit requirements sent by
standard audit guidelines dealing with the Transfield Services through to Auditor to
performance audit. convey requirements specifically the
undertaking of audits in compliance with
the Audit Guidelines: Electricity, Gas and
Water Licences.

= Correspondence with ERA

Risk Assessment Audit Priority Corrective Action/Opportunity for Improvement
Likelihood Unlikely 5 Nil

Consequence Minor

Inherent Risk Low

Adequacy of Controls | Strong

- Generation Licence condition 15.3 Not Applicable Determined not to be applicable to audit scope as there were no reviews

The licensee may seek a review of any of the [NA] undertaken.

requirements of the Authority’s standard
audit guidelines in accordance with clause
21.1.
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- Generation Licence condition 15.4 Not Applicable Determined not to be applicable to audit scope as there were no reviews
. . . ken.
The independent auditor may be nominated [NA] undertaken

by the licensee but must be approved by the
Authority prior to the audit pursuant to
clause 0.1. Should the Authority reject the
licensee’s nomination of an independent
auditor twice or, in the event that no
nomination has been made by the licensee
within 1 month of the date the audit was due,
the Authority may choose an independent
auditor who will conduct the audit.

GENERATION LICENCE CONDITION 16 - ASSET MANAGEMENT SYSTEM

82 Generation Licence Condition 16.1 - Non-Compliant = Asset Management Plan In the previous audit report, for the 2006-
Electricity Industry Act section 14 (1)(a) 2008 Reporting Period, the Licensee was
noted to be non compliant for not
notifying the Authority of an Asset

[TYPE NR] [2] = SAP Computerised
Maintenance Management

system (CMMS)

The licensee must provide for, and notify the Management System within 2 business
Authority of, an asset management system in = Communications to ERA days from the commencement date or
relation to the generating works within 2 29/7/08 works. This issue was rectified in a letter

to the ERA on the 29" of July 2008. As a
result of the timing for notification the

business days from the commencement date

. . = Ongoing Operations and
or from the completion of construction of the

Maintenance Programmes

generating works, whichever is later. Licensee is non-compliant for a period of
= QOperations and Maintenance | 120 days within this audit period. There
Contract are no outstanding actions in relation to

= Asset Site Agreement this non-compliance.

Although the Licensee, completed the Wet
Compression Project in June 2008 it is not
considered generating works. The project
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T —

optimised the Kemerton Power Station’s
performance to achieve name plate rating
in all weather conditions and as such is
not considered a change in generating
works. Which is defined in the Schedule 1
(3.1 & 3.2) of the Licence to be “Two gas
turbine generators primarily operating on
gas fuel with liquid fuel as a secondary
source and an installed capacity of
310MW”. The enhancement of the
involved using wet compression
technology by injecting small water
droplets into the gas turbine compressor
inlet. This water injection into the
compressor inlet creates an inter-cooling
effect which can increase gas turbine
power. The Asset Management Plan
provided for the wet compression project.

Since the previous audit the organisation
has further implemented SAP to co-
ordinate the maintenance and scheduling
aspects of the asset management system.
This has proved an effective measure in
achieving the requirements of records of
maintenance history and scheduling of
activities. Personnel have undergone SAP
training. It is noted that Transfield Services
Asset Management System contains the
cornerstone application SAP.

Risk Assessment Audit Priority Corrective Action/Opportunity for Improvement
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Likelihood Probable 4 2. Review the opportunities to include a trigger to correspond with the
Authority outlining project and requesting confirmation that the
project does not require conditions of Clause 16.1 to avoid future
Inherent Risk Medium ambiguity for example, inclusion in the capital works approval
process or other such mechanism.

Consequence Moderate

Adequacy of Controls | Moderate
I ————————————————

83 Generation Licence Condition 16.2 - Compliant = Discussion with Plant In the Annual Compliance Report for 1 July
[TYPE 2] Electricity Industry Act section 14 (1)(b) (4] Manager 2008 to 30 June 2009 the organisation
. . . . il h - li lati
A licensee must notify details of the asset =  Compliance Report 1 July detai e.d the non C_0mp lance re 'fltlng to
. the failure to notify the Authority of a
management system and any substantial 2008 to 30 June 2009 .
changes to it to the Authorit substantial change to the Asset
& v = Database Licence and Management System. In a letter to the
Regulatory Requirements Authority dated 29" July 2008 the licensee
2010 to 2011 [TMF-6023-AD- | rectified this issue. It is noted that this was
0002] identified in the previous audit report as a
. . requirement after discussions with the
= Various email .
L Secretariat.
communications
Risk Assessment Audit Priority Corrective Action/Opportunity for Improvement
Likelihood Probable 4 3. A periodic audit of the licence requirements may also assist the
Consequence Moderate organisation in ensuring key timeframes are achieved.
Inherent Risk Medium

Adequacy of Controls Moderate

84 Generation Licence Condition 16.3 - Compliant = Notification of audit due date | GES has been appointed in accordance
Electricity Industry Act section 14 (1)(c) [5] from the Authority with the Audit Guidelines 2009.

. . . . . Preparation of this report indicates
A licensee must provide the Authority with a = Database Licence and P . . . . P
compliance with this requirement. Further
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I —

report by an independent expert as to the Regulatory Requirements it is noted in the Database Licence and
effectiveness of its asset management system 2010 to 2011 [TMF-6023-AD- | Regulatory Requirements 2010-2011.
every 24 months, or such longer period as 0002]

determined by the Authority. = Fortnightly management

teleconference

Risk Assessment Audit Priority Corrective Action/Opportunity for Improvement
Likelihood Unlikely 5 Nil

Consequence Minor

Inherent Risk Low

Adequacy of Controls | Strong

108 Generation Licence condition 16.4 - Compliant = Compliance with ERA process | Direct instructions from Licensee to
[TYPE 2] Electricity Industry Act section 11 (4] = Management Review Auditor to comply with the ERA guidelines.
A licensee must comply, and must require the processes Copies of communications received from
licensee’s expert to cgm'ply, with the r.elev.ant « Discussion with Plant ERA rglatlng to .audlt requirements s.ent by
aspects of the Authority’s standard guidelines Manager Transfield Services through to Auditor to
dealing with the asset management system. & convey requirements  specifically the
= ERA approved auditor undertaking of audits in compliance with
selected the Audit Guidelines: Electricity, Gas and
Water Licences
Risk Assessment Audit Priority Corrective Action/Opportunity for Improvement
Likelihood Unlikely 5 Nil
Consequence Minor
Inherent Risk Low
Adequacy of Controls | Strong
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109
[TYPE 2]

Licence Condition Requirement

Generation Licence condition 16.5

Electricity Industry Act section 11The licensee
may seek a review of any of the requirements
of the Authority’s standard guidelines dealing
with the asset management system in
accordance with clause 21.1.

Generation Licence condition 16.6

The independent expert may be nominated
by the licensee but must be approved by the
Authority prior to the review pursuant to
clause 16.3. Should the Authority reject the
licensee’s nomination of an independent
expert twice or in the event that no
independent expert has been nominated by
the licensee within 1 month of the date the
review was due, the Authority may choose an
independent expert who will conduct the
review.

Generation Licence condition 17.1 -
Electricity Industry Act section 11

The licensee must report to the Authority:

(a) if the licensee is under external
administration as defined by the Corporations
Act 2001 (Cwlth) within 2 business days; or

Compliance Rating

Not Applicable
[NA]

Not Applicable
[NA]

Compliant

(5]

Verification/ Tests

Determined to be Not Applicable to Audit

Determined to be Not Applicable to Audit

= Alliance Agreement
= Financial Reports
= Reporting controls

= Discussion with Plant
Manager

GENERATION LICENCE CONDITION 17 - REPORTING

Effectiveness

During the Audit Period 1% April 2008 to
31" March 2010, Transfield Services was
not under external administration and had
not undergone any significant change in
the circumstances upon which the licence
was granted. As such there was no
obligation to report to the Authority.
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T —

(b) if the licensee experiences a significant
change in the licensee’s corporate, financial
or technical circumstances upon which this
licence was granted which may affect the
licensee’s ability to meet its obligations under
this licence within 10 business days of the
change occurring.

A licensee must report to the Authority, in
the manner prescribed, if a licensee is under
external administration or there is a
significant change in the circumstances upon
which the licence was granted which may
affect a licensee’s ability to meet its

obligations.

Risk Assessment Audit Priority Corrective Action/Opportunity for Improvement
Likelihood Unlikely 5 Nil

Consequence Minor

Inherent Risk Low

Adequacy of Controls | Strong

I —
GENERATION LICENCE CONDITION 18- PROVISION OF INFORMATION
e

110 Generation Licence condition 18.1 - Compliant =  Compliance with ERA process | Every licensee is required to submit a
E .. ion 11 - . .

[TYPE 2] Iectrn.:lty Industry Act s:ectlon [5] = Management meeting comp!lance r'eport to the Aut'horlty

Compliance and Reporting Manual March minutes covering all of its type 1 and type 2 licence

2008 section 5.3 and section 5.4 obligations for each financial year (1 July

. . - = Compliance Reporting to 30 June inclusive) by 31 August

Alicensee must provide the Authority, in the Manual March 2008 Section immediately following the financial year
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Compliance
Reporting Licence Condition Requirement Compliance Rating Verification/ Tests Effectiveness
Manual Ref
I ——
manner prescribed, any information the 5.4 Reporting Cycle that is the subject of the report.
ﬁju;?t?g:z L:?\?jlél:irs\(IanET:crlrr]if:icttlol:c\iAS:?rItsAct = EGL5 - Compliance Report 1 Compliance Reports were submitted as
y y Act. July 2008 to 30 June 2009 required to ERA during Audit Period 1%
(i) Initial Report dated April 2008 to 31° March 2010. However, it

25/08/09 and emailed to the is noted that the Compliance Report for
ERA on 25/08/09 @ 10.24am | the 2008-2009 year was initially submitted
(i) ERA response Ref D12832 | 25" August 2009, the Authority then

on 9/9/09 raising non- raised an outstanding non-compliance in
compliance issue relation to the Licensee failing to notify
(iii) Amended Report dated the Authority of Asset Management Plan.
10/9/09 and emailed on This item was identified in the previous
24/09/09 @ 4.23pm audit and as the Licensee did not notify

the Authority until 120 days into this audit
period (i.e 1 April 2008 to 31 March
2010) the non-compliance carried
through. This was rectified in a letter to

= EGL5 - Compliance Report 1
July 2007 — 30 June 2008
(Dated 25/08/08)

= Database Licence and Authority on the 29" July 2008. The
Regulatory Requirements 2008/2009 Compliance Report was
2010 to 2011 [TMF-6023-AD- | emailed through to the ERA on the 24"
0002] September 2009.

The Licence has recorded the requirement
in the Database Licence and Regulatory
Requirements 2010 to 2011 [TMF-6023-

AD-0002]
Risk Assessment Audit Priority Corrective Action/Opportunity for Improvement
Likelihood Probable 4 Nil
Consequence Moderate

Page 64



Performance Audit and Asset Management System Review Report
Transfield Services: Kemerton Power Station

June 2010

Compliance
Reporting
Manual Ref

Licence Condition Requirement

Compliance Rating

Verification/ Tests Effectiveness

111
[TYPE 2]

Inherent Risk Medium

Moderate

Adequacy of Controls

GENERATION LICENCE CONDITION 19 - PUBLISHING INFORMATI

Generation Licence condition 19.1

The Authority may direct the licensee to
publish any information within a specified
timeframe it considers relevant in connection
with the licensee or the performance by the
licensee of its obligations under this licence.

Generation Licence condition 19.2 -
Electricity Industry Act section 11

A licensee must publish any information it is
directed by the Authority to publish, within
the timeframes specified.

Generation Licence condition 19.3

If the licensee considers that the information
is confidential it must:

(a) immediately notify the Authority; and

(b) seek a review of the Authority’s decision
in accordance with clause 21.1.

Generation Licence condition 19.4

Once it has reviewed the decision, the

Not Applicable
[NA]

Not Applicable
[NA]

Not Applicable
[NA]

Not Applicable

Determined to be Not Applicable to Audit - the Authority has not required

Transfield Services to publish anything during the audit period

Determined to be Not Applicable to Audit - the Authority has not required

Transfield Servic es to publish anything during the audit period

Determined to be Not Applicable to Audit

Determined to be Not Applicable to Audit
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Compliance
Reporting
Manual Ref

112
[TYPE 2]

Licence Condition Requirement

Authority will direct the licensee in
accordance with the review to:

(a) publish the information;

(b) publish the information with the
confidential information removed or
modified; or

(c) not publish the information.

Generation Licence condition 20.1 -
Electricity Industry Act section 11

Unless otherwise specified, all notices must
be in writing.

Compliance Rating

[NA]

Compliant

(5]

Verification/ Tests

Compliance with ERA process

Management meeting
minutes

Use of ERA reporting
protocols

Certification to ISO 9001.

Effectiveness

GENERATION LICENCE CONDITION 20 - NOTICES

Transfield Services maintains formal
records of correspondence (email and
hardcopy).

In addition the organisation is certified to
ISO 9001 which has prescriptive
requirements for document control,
preservation and retrieval.

Risk Assessment

Audit Priority

Corrective Action/Opportunity for Improvement

Likelihood Unlikely
Consequence Minor
Inherent Risk Low
Adequacy of Controls | Strong

Generation Licence condition 20.2

5

Not Applicable

Nil

Determined to be Not Applicable to Audit
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Manual Ref

A notice will be regarded as having been sent [NA]
and received:

(a) when delivered in person to the
addressee; or

(b) 3 business days after the date of posting if
the notice is posted in Western Australia; or

(c) 5 business days after the date of posting if
the notice is posted outside Western
Australia; or

(d) if sent by facsimile when, according to the
sender’s transmission report, the notice has
been successfully received by the addressee;
or

(e) if sent by email when, according to the
sender’s electronic record, the notice has

been successfully sent to the addressee’s

electricity licensing email address.

GENERATION LICENCE CONDITION 21 - REVIEW OF THE AUTHORITY'S DECISIONS
I ————

- Generation Licence condition 21.1 Not Applicable Determined to be Not Applicable to Audit

The licensee may seek a review of a [NA]
reviewable decision by the Authority
pursuant to this licence in accordance with
the following procedure:

(a) the licensee shall make a submission on
the subject of the reviewable decision within
10 business days (or other period as
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Compliance
Reporting
Manual Ref

Licence Condition Requirement

approved by the Authority) of the decision;
and

(b) the Authority will consider the submission
and provide the licensee with a written
response within 20 business days.

For the avoidance of doubt, this clause does
not apply to a decision of the Authority
pursuant to the Act, nor does it restrict the
licensee’s right to have a decision of the
Authority reviewed in accordance with the
Act.

Compliance Rating

Verification/ Tests

Effectiveness
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Table 1.0 Effectiveness Criteria Descriptors

1 | Key Process - Asset Planning Outcome
Asset planning strategies are focused on Integration of asset strategies into operational
meeting customer needs in the most or business plans will establish a framework for
effective and efficient manner (delivering | existing and new assets to be effectively utilised
the right service at the right price). and their service potential optimised.
1.1 | Planning process and objectives reflect the needs of all stakeholders and is integrated with business
planning
1.2 | Service levels are defined
1.3 | Non-asset options (e.g. demand management) are considered
1.4 | Lifecycle costs of owning and operating assets are assessed
1.5 | Funding options are evaluated
1.6 | Costs are justified and cost drivers identified
1.7 | Likelihood and consequences of asset failure are predicted
1.8 | Plans are regularly reviewed and updated
2 | Key Process - Asset creation/acquisition | Outcome
Asset creation/acquisition means the A more economic, efficient and cost-effective
provision or improvement of an asset asset acquisition framework which will reduce
where the outlay can be expected to demand for new assets, lower service costs and
provide benefits beyond the year of outlay. | improve service delivery.
2.1 | Full project evaluations are undertaken for new assets, including comparative assessment of non-
asset solutions
2.2 | Evaluations include all life-cycle costs
2.3 | Projects reflect sound engineering and business decisions
2.4 | Commissioning tests are documented and completed
2.5 | Ongoing legal/environmental/safety obligations of the asset owner are assigned and understood
3 | Key process - Asset disposal Outcome
Effective asset disposal frameworks Effective management of the disposal process
incorporate consideration of alternatives | will minimise holdings of surplus and under-
for the disposal of surplus, obsolete, performing assets and will lower service costs.
under-performing or unserviceable assets.
Alternatives are evaluated in cost-benefit
terms
3.1 | Under-utilised and under-performing assets are identified as part of a regular systematic review
process
3.2 | The reasons for under-utilisation or poor performance are critically examined and corrective action or
disposal undertaken
3.3 | Disposal alternatives are evaluated
3.4 | There is a replacement strategy for assets
4 | Key Process - Environmental analysis Outcome
Environmental analysis examines the asset | The asset management system regularly
system environment and assesses all assesses external opportunities and threats and
external factors affecting the asset system. | takes corrective action to maintain performance
requirements.
4.1 | Opportunities and threats in the system environment are assessed
4.2 | Performance standards (availability of service, capacity, continuity, emergency response, etc) are
measured and achieved
4.3 | Compliance with statutory and regulatory requirements

4.4

Achievement of customer service levels
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5 | Key Process - Asset operations Outcome

Operations functions relate to the day-to- | Operations plans adequately document the

day running of assets and directly affect processes and knowledge of staff in the

service levels and costs. operation of assets so that service levels can be
consistently achieved.

5.1 | Operational policies and procedures are documented and linked to service levels required

5.2 | Risk management is applied to prioritise operations tasks

5.3 | Assets are documented in an Asset Register including asset type, location, material, plans of
components, an assessment of assets’ physical/structural condition and accounting data

5.4 | Operational costs are measured and monitored

5.5 | Staff receive training commensurate with their responsibilities

6 | Key process - Asset maintenance Outcome

Maintenance functions relate to the upkeep | Maintenance plans cover the scheduling and
of assets and directly affect service levels | resourcing of the maintenance tasks so that
and costs. work can be done on time and on cost.

6.1 | Maintenance policies and procedures are documented and linked to service levels required

6.2 | Regular inspections are undertaken of asset performance and condition

6.3 | Maintenance plans (emergency, corrective and preventative) are documented and completed on
schedule

6.4 | Failures are analysed and operational/maintenance plans adjusted where necessary

6.5 | Risk management is applied to prioritise maintenance tasks

6.6 | Maintenance costs are measured and monitored

7 | Key process - Asset Management Outcome -

Information System (MIS) The asset management information system

An asset management information system | provides authorised, complete and accurate

is a combination of processes, data and information for the day-to-date running of the

software that support the asset asset management system. The focus of the

management functions. review is the accuracy of performance
information used by the licensee to monitor and
report on service standards.

7.1 | Adequate system documentation for users and IT operators

7.2 | Input controls include appropriate verification and validation of data entered into the system

7.3 | Logical security access controls appear adequate, such as passwords

7.4 | Physical security access controls appear adequate

7.5 | Data backup procedures appear adequate

7.6 | Key computations related to licensee performance reporting are materially accurate

7.7 | Management reports appear adequate for the licensee to monitor licence obligations

8 | Key Process - Risk Management Outcome
Risk management involves the An effective risk management framework is
identification of risks and their applied to manage risks related to the
management within an acceptable level of | maintenance of service standards
risk.

8.1 | Risk management policies and procedures exist and are being applied to minimise internal and
external risks associated with the asset management system

8.2 | Risks are documented in a risk register and treatment plans are actioned and monitored

8.3 | The probability and consequences of asset failure are regularly assessed

Page 71



Performance Audit and Asset Management System Review Report
Transfield Services: Kemerton Power Station
June 2010

9 | Key Process - Contingency Planning
Contingency plans document the steps to
deal with the unexpected failure of an
asset.

Outcome-

Contingency plans have been developed and
tested to minimise any significant disruptions to
service standards.

9.1
higher risks

Contingency plans are documented, understood and tested to confirm their operability and to cover

10 | Key Process - Financial Planning

The financial planning component of the asset
management plan brings together the financial
elements of the service delivery to ensure its
financial viability over the long term.

Outcome
A financial plan that is reliable and provides for long-
term financial viability of services

10.1

The financial plan states the financial objectives and strategies and actions to achieve the objectives

10.2

The financial plan identifies the source of funds for capital expenditure and recurrent costs

10.3
financial position (balance sheets)

The financial plan provides projections of operating statements (profit and loss) and statement of

10.4
predictions beyond this period

The financial plan provide firm predictions on income for the next five years and reasonable indicative

10.5
expenditure requirements of the services

The financial plan provides for the operations and maintenance, administration and capital

10.6

where necessary

Significant variances in actual/budget income and expenses are identified and corrective action taken

11 | Key Process - Capital Expenditure
Planning

The capital expenditure plan provides a
schedule of new works, rehabilitation and
replacement works, together with
estimated annual expenditure on each over
the next five or more years.

Since capital investments tend to be large
and lumpy, projections would normally be
expected to cover at least 10 years,
preferably longer. Projections over the
next five years would usually be based on
firm estimates.

Outcome -

A capital expenditure plan that provides
reliable forward estimates of capital
expenditure and asset disposal income,
supported by documentation of the reasons for
the decisions and evaluation of alternatives and
options.

11.1
responsibilities and dates

There is a capital expenditure plan that covers issues to be addressed, actions proposed,

11.2

The plan provide reasons for capital expenditure and timing of expenditure

11.3

management plan

The capital expenditure plan is consistent with the asset life and condition identified in the asset

114
actioned

There is an adequate process to ensure that the capital expenditure plan is regularly updated and

12 | Key Process - Review of AMS
The asset management system is regularly
reviewed and updated

Outcome

Review of the Asset Management System to
ensure the effectiveness of the integration of its
components and their currency.

12.1
system described therein are kept current

A review process is in place to ensure that the asset management plan and the asset management

12.2

Independent reviews (e.g. internal audit) are performed of the asset management system
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Table 2.0 Audit Review Ratings & Recommendations

1 | Key Process - Asset Planning Asset management process and | Asset management performance
Asset planning strategies are focused on meeting customer policy definition adequacy rating
needs in the most effective and efficient manner (delivering rating
the right service at the right price). A .
Outcome

Integration of asset strategies into operational or business
plans will establish a framework for existing and new assets
to be effectively utilised and their service potential

optimised.
Interviewees: Relevant documentation:
Wayne Roberts — Plant Manager, Kemerton Power Station, 68. Power Generation Services: Kemerton Power Station
Transfield Services 2008/09 Asset Management Plan

69. Power Generation Services: Kemerton Power Station
2009/10 Asset Management Plan

70. O&M Alliance Agreement

71. Transfield Services, Assessing Operational Systems
Performance (on-line system), TMD-0000-QA-0007
(October 2006,rev 10)

72. Kemerton Power Station Monthly report — February
2009

73. Kemerton Power Station Monthly report — July 2009

74. Kemerton Power Station Quarterly Report — 3™ Quarter
2008/09

75. Kemerton Power Station Quarterly Report — 2" Quarter
2009/10

76. BW TSIL Group Financials Pack 2009

77. KMP 8042 2010 Budget V2

78. 2009 09 Mar KMP Results FCST

79. Power Purchase Agreement DMS#1366303 & Deed of
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Variation
80. Connection Agreement DMS#1378308 v5
81. Risk Portal intranet based via transapp
82. In Sight incident reporting system
83. Transfield Services Infrastructure Fund / Transfield
Services Alliance Management Team (AMT) meeting
Minutes Mar 2010
84. Incident Management and Investigation procedure TMP-
0000-SA-0001
85. Database Licence and Regulatory Requirements
86. Leadership Commitment Program Report Jan to Dec
2009
87. Budget Change Management Form: TMF-8009-AD-0003
88. Project Leader: Kemerton Power Station 25.5 year —
Forecast Model
89. Transfield Services Infrastructure Limited (TSIL) Annual
Report 2009
90. Transfield Services: SKM Technical and Environmental
Due Diligence Kemerton Power Station
91. Operational Services Audit November 2009
Criteria Effectiveness Post Review Audit Priority
g 5 =2 S22 : 2 3o £ o
£ = s S S5 5 25 35 ES
. E £+ g5s | &5 | £8 | &
Policy Performance 5 S ol 2°° = < g
A=likely 1=minor L=low S=strong
B=probable 2=moderate M=medium M=moderate
C=unlikely 3=major H=high W=weak
1.1 | Refdocs-1,2,3,4,5,6,7,8,9,10 &11 The Asset management Plan (AMP) is 1 L S 5 A 1
Interview with the Plant Manager. reviewed and updated annually and the
process commences in April of every
year with the final AMP endorsed in
June. The AMP is a living document
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and is developed on the basis of
existing data and levels of service and
management strategies. Asset
operational planning is based on the
long term operation and maintenance
requirements as detailed in the AMP
and O&M Agreement.

1.2

Ref docs -1,2,3,12 & 13
Interview with the Plant Manager

Station capabilities and dispatch
requirements are set each day; service
levels are defined through Power
Purchase Agreements. Long-term
service levels are detailed in the O&M
agreement.

1.3

Ref docs —1,2,3,12 &13
Interview with the Plant Manager

Agreements with Verve and Western
Power are well defines and clear in
relation to demand management. Plant
can be remotely started and operated
from the Western Power Corporation
East Perth Control centre.

14

Ref docs - 1,2,3,7,8,9,10,11, 21 & 23
Interview with the Plant Manager

Life cycle costs are monitored,
evaluated, reported and incorporated
into the business and budget planning
processes.

1.5

Ref doc - 1,2,3,9,10,11,16,20, 22 &
23.Interview with the Plant Manager

Transfield Services Infrastructure
Limited provides all funds for the
operation, maintenance, outages and
upgrade of Kemerton Power Station.
Fund options include equity raising,
bank borrowings and retained profits.

1.6

Ref docs - 1,2,3,5,6,7,8,9,10,11,16,20
& 23: cost drivers related to asset
operations and maintenance are well
defined.

Monthly, Quarterly and Financial
reports on budget and cost drivers
including unbudgeted expenditure and
cost initiatives are monitored and
variances actioned. Mature system in
place.

1.7

Ref Doc-
1,2,3,4,5,6,7,8,14,15,16,17,18,23 &
24

Interview Plant manager

Asset failure analysis utilises a mature
system which is audited and actioned
annually, prior to the review and update
of the AMP for the following year

1.8

Ref doc —
1,2,3,4,5,6,7,8,9,10,11,16,19 & 23

All plans are reviewed monthly,
quarterly and annually and are well
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Interview with Plant Manager

documented. Planning process and
schedule documented in AMP and the
Transfield Services: Assessing
Operational Systems Performance (on-

line system). A mature system in place.

Comments & Recommendations

Nil
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2 | Key Process - Asset creation/acquisition Asset management process and Asset management performance
Asset creation/acquisition means the provision or policy definition adequacy rating
improvement of an asset where the outlay can be expected to rating
provide benefits beyond the year of outlay. A 1
Outcome
A more economic, efficient and cost-effective asset
acquisition framework which will reduce demand for new
assets, lower service costs and improve service delivery.
Interviewees: Relevant documentation:
Wayne Roberts — Plant Manager, Kemerton Power Station, 1. Power Generation Services: Kemerton Power Station
Transfield Services 2008/09 Asset Management Plan

2. Power Generation Services: Kemerton Power Station
2009/10 Asset Management Plan

3. O&M Alliance Agreement

4. Transfield Services, Assessing Operational Systems
Performance (on-line system), TMD-0000-QA-0007
(October 2006, rev 10)

5. Kemerton Power Station Monthly report — February
2009

6. Kemerton Power Station Monthly report — July 2009

7. Kemerton Power Station Quarterly Report — 3™ Quarter
2008/09

8. Kemerton Power Station Quarterly Report — 2" Quarter
2009/10

9. BW TSIL Group Financials Pack 2009

10. KMP 8042 2010 Budget V2

11. 2009 09 Mar KMP Results FCST

12. SRC : Strategic Review Committee Process

13. Change Management Assessment TMF-8009-QA-0018

14. EADR Process based via transapp
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15. Transfield Services Infrastructure Fund / Transfield
Services Alliance Management Team (AMT) meeting
Minutes Mar 2010

16. Leadership Commitment Program Report Jan to Dec
2009

17. Budget Change Management Form: TMF-8009-AD-0003

18. Project Leader: Kemerton Power Station 25.5 year —
Forecast Model

19. Transfield Services Infrastructure Limited (TSIL) Annual
Report
2009

20. Transfield Services: SKM Technical and Environmental
Due Diligence Kemerton Power Station

21. Performance Test For Procedure Wet Compression
DGTRP-2007-000089

22. Agenda PGS HSE Steering Group meeting 050310

23. PGS HSE Steering Group Meeting 050319 Actions

24. Database Licence and Regulatory Requirements

25. Management/Toolbox meeting Minutes 260210

Criteria Effectiveness Post Review Audit Priority
g 5 =2 S22 : 2 3o £ o
£ & £ 8 S5 5 25 =R ES
. £y | §E5 | 82 | ET | g8
Policy Performance 3 8 ol 2°° < 8
A=likely 1=minor L=low S=strong
B=probable 2=moderate M=medium M=moderate
C=unlikely 3=major H=high W=weak
2.1 | Refdocs— Capital expenditure process involves C 1 L S 5 A 1
1,2,3,4,5,6,7,8,9,10,11,12,14,15 & 19 | application and consultation through the
Interview with Plant Manager strategic review process and requires a
full evaluation of projects, non-asset
options are also evaluated as part of the
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overall planning process. The capital
acquisition and management planning
process is well documented,
implemented and tested.
2.2 | Refdocs— Mature asset creation process in place 1
1,2,3,4,5,6,7,8,9,10,11,12,13,14 & 19 | and was evident in the AMPs and
Interview with Plant Manager subsequent capital justification
inclusion in budgets.
2.3 | Refdocs - A system is in place to ensure that 1
1,2,3,49,10,11,12,13,14,15,17,18 & projects are fully assessed and reviewed
20 within the business planning process.
2.4 | Refdoc-1,24,&21. All Commissioning data is readily available 1
commissioning documentation is and accessible. Viewed performance
retained in hard copy and was tests for Wet Compression project.
sighted
2.5 | Refdoc— Legal/Environmental/Safety obligations 1

1,2,45,6,7,8,15,16,19,20,22,23,24 &
25 interview with Plant manager

are well documented, monitored,
actioned and audited.

Comments & Recommendations

Nil
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3 | Key process - Asset disposal Asset management process and | Asset management performance
Effective asset disposal frameworks incorporate policy definition adequacy rating
consideration of alternatives for the disposal of surplus, rating
obsolete, under-performing or unserviceable assets. A 1
Alternatives are evaluated in cost-benefit terms

Outcome

Effective management of the disposal process will minimise
holdings of surplus and under-performing assets and will
lower service costs.

Relevant documentation:
1. Power Generation Services: Kemerton Power Station
2008/09 Asset Management Plan
2. Power Generation Services: Kemerton Power Station
2009/10 Asset Management Plan
O&M Alliance Agreement
4. Transfield Services, Assessing Operational Systems
Performance (on-line system), TMD-0000-QA-0007
(October 2006, rev 10)
2009 09 Mar KMP Results FCST
SRC : Strategic Review Committee Process
EADR Process based via transapp
Transfield Services Infrastructure Fund / Transfield
Services Alliance Management Team (AMT) meeting
Minutes Mar 2010
9. Project Leader: Kemerton Power Station 25.5 year —
Forecast Model

w

NGO

Interviewees: 10. Transfield Services: SKM Technical and Environmental
Wayne Roberts — Plant Manager, Kemerton Power Station, Due Diligence Kemerton Power Station
Transfield Services 11. Performance Test For Procedure Wet Compression

DGTRP-2007-000089
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Criteria Effectiveness

Post Review Audit Priority

Policy Performance = 5 =2 3 $8 xs 3 5 &
A=likely 1=minor L=low S=strong
B=probable 2=moderate M=medium M=moderate
C=unlikely 3=major H=high W=weak
3.1 | Refdocs —1,2,3,4,5,6,7 &9 | Processes and systems are C 1 L S 1
Interview Plant Manager well documented and
understood and in place to
identify under -utilised /
performing assets as the plant
matures. Plant is still in early
stages of its life cycle of 25
years.
3.2 | Refdocs-1,2,3,4,5,6,7,8,9 | See comments above C 1 L S 1
& 11
Interview Plant Manager
3.3 | Refdocs -1, 2,3,4,5,6,7,9 & | At this early stage in the C 1 L S 1
10. station’s life cycle asset
disposal has been monitored.
Asset disposal is controlled
via the EADR process for the
whole of TSIL group.
3.4 | Refdocs-1,2,3,45,6,7,8,9 | Atthis early stage in the C 1 L S 1

& 10

station’s life cycle asset
replacement has been only
monitored. As reported in Ref
doc -10, that only one year of
the expected thirty year life
cycle has been consumed up
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| | todate. | | | | | | | |

Comment — Nil.
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4 | Key Process - Environmental analysis Asset management process and Asset management performance
Environmental analysis examines the asset system policy definition adequacy rating
environment and assesses all external factors affecting the rating
asset system.
Outcome A -
The asset management system regularly assesses external
opportunities and threats and takes corrective action to
maintain performance requirements.
Interviewees: Relevant documentation:
Wayne Roberts — Plant Manager, Kemerton Power Station, 1. Power Generation Services: Kemerton Power Station
Transfield Services 2008/09 Asset Management Plan

2. Power Generation Services: Kemerton Power Station
2009/10 Asset Management Plan

3. O&M Alliance Agreement

4. Transfield Services, Assessing Operational Systems
Performance (on-line system), TMD-0000-QA-0007
(October 2006, rev 10)

5. Kemerton Power Station Monthly report — February
2009

6. Kemerton Power Station Monthly report — July 2009

7. Kemerton Power Station Quarterly Report — 3™ Quarter
2008/09

8. Kemerton Power Station Quarterly Report — 2" Quarter
2009/10

9. BW TSIL Group Financials Pack 2009

10. KMP 8042 2010 Budget V2

11. 2009 09 Mar KMP Results FCST

12. Risk Portal intranet based via transapp

13. In Sight incident reporting system

14. Transfield Services Infrastructure Fund / Transfield
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Services Alliance Management Team (AMT) meeting
Minutes Mar 2010
15. Incident Management and Investigation procedure TMP-
0000-SA-0001
16. Database Licence and Regulatory Requirements
17. Leadership Commitment Program Report Jan to Dec
2009
18. Transfield Services Infrastructure Limited (TSIL) Annual
Report 2009
19. Transfield Services: SKM Technical and Environmental
Due Diligence Kemerton Power Station
20. Operational Services Audit November 2009
21. Risk Assessment FY 2009 TMF-0000-RM-0001
22. PGS HSEQR Strategic Plan 2009/10
23. PGS: Health Safety Environment Quality Risk Plan
2008/09
24. Agenda PGS HSE Steering Group meeting 050310
25. PGS HSE Steering Group Meeting 050319 Actions
26. Management/Toolbox meeting Minutes 260210
Criteria Effectiveness Post Review Audit Priority
g 5 2 g Ses > 2o 2,
Policy Performance % é’ EE’ -gé 3 x5 3 EJ &
A=likely 1=minor L=low S=strong
B=probable 2=moderate M=medium M=moderate
C=unlikely 3=major H=high W=weak
4.1 | Ref docs - A mature system for C 1 L S 5 A 1
1,2,3,4,5,6,7,8,9,10,11,12,13 | identification of opportunities
,14,15,18,19,20,21,22 & 23 | and threats in place for all
Interview Plant Manager aspects of power generation
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and is well utilised,
monitored and audited.
4.2 | Ref docs - Data is collected and reported 1
1,2,3,4,5,6,7,8,9,12,13,14,15 | on a regular basis through
,16,17,19,20,21,22,23,24,25 | written reports and face to
& 26 face meetings to adequately
Interview with Plant report service standards and
Manager take corrective actions, if
necessary.
4.3 | Ref docs — Regular reporting occurs to 1
1,2,3,4,5,6,7,8,9,12,13,14,16 | ensure compliance with
,17,19,20,23,24,25 & 26 statutory and regulatory
Interview with Plant requirements.
Manager
4.4 | Ref docs — Monthly reports detail service 1
1,2,3,4,5,6,7,8,14,16,24,25 7 | levels. Variances from
26 service levels are documented

and actioned.

Comments & Recommendations

Nil
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5 | Key Process - Asset operations Asset management process and Asset management performance

Operations functions relate to the day-to-day running of policy definition adequacy rating
assets and directly affect service levels and costs. rating
Outcome A 1
Operations plans adequately document the processes and
knowledge of staff in the operation of assets so that service
levels can be consistently achieved.

Interviewees: Relevant documentation:

Wayne Roberts — Plant Manager, Kemerton Power Station, 1. Power Generation Services: Kemerton Power Station

Transfield Services 2008/09 Asset Management Plan

2. Power Generation Services: Kemerton Power Station
2009/10 Asset Management Plan

3. O&M Alliance Agreement

4. Transfield Services, Assessing Operational Systems
Performance (on-line system), TMD-0000-QA-0007
(October 2006, rev 10)

5. Kemerton Power Station Monthly report — February
2009

6. Kemerton Power Station Monthly report — July 2009

7. Kemerton Power Station Quarterly Report — 3" Quarter
2008/09

8. Kemerton Power Station Quarterly Report — 2" Quarter
2009/10

9. BW TSIL Group Financials Pack 2009

10. KMP 8042 2010 Budget V2

11. 2009 09 Mar KMP Results FCST

12. Power Purchase Agreement DMS#1366303 & Deed of
Variation

13. SAP Computerised Maintenance Management system
(CMMS)
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14.
15.
16.
17.
18.

19.

20.

21.
22.

Risk Portal intranet based via transapp
Training Matrix TMD-6023-LD-0001

In Sight incident reporting system
Transfield Services Infrastructure Fund / Transfield
Services Alliance Management Team (AMT) meeting
Minutes Mar 2010

Leadership Commitment Program Report Jan to Dec
2009

Maintenance Policy, Maintenance Policy Report July
2008, Kemerton Maintenance Plan (spreadsheets
manually linked)

Transfield Services: SKM Technical and Environmental
Due Diligence Kemerton Power Station

Operational Services Audit November 2009
Management/Toolbox meeting Minutes 260210

Criteria Effectiveness

Post Review Audit Priority

Policy

Performance

Likelihood

Consequence
Inherent
Risk rating
Adequacy of
existing
controls
Review
priority
Adequacy
Rating
Performance
rating

A=likely
B=probable
C=unlikely

L=low S=strong
2=moderate M=medium M=moderate

3=major H=high W=weak

1=minor

5.1

Ref docs —
1,2,3,4,5,6,7,8,12,13,17,20
& 21 definition of service
level requirements and plant
performance requirements

Operations policies and
procedures are well
documented and reviewed.
Evidence exists that
procedures are followed.
Service levels are defined in
the O&M agreement and
translated to the AMP and
monitored through regular

C

1 L S 5) A 1
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reports.
5.2 | Ref docs — Operational tasks have been
1,2,4,5,6,7,8,13,14,16,17,20 | risk assessed and prioritised,;
& 21 all levels of risks are
Interview with Plant documented in the risk
Manager register, monitored, audited
and actioned. Evidence of
these was viewed.
5.3 | Refdoc —-1,2,4,13,19, & 20 | Asset register is maintained
SAP system and updated in SAP
5.4 | Ref doc — Continuous reporting to

5,6,7,8,9,10,11,17,18 &22

Power Generation Services
Group and Alliance Board.

5.5

Ref doc - 15, Training
matrix & records

All operations staff has been
trained commensurate with
their duties. Records for all
staff viewed.

Comments & Recommendations

Nil
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6 | Key process - Asset maintenance Asset management process and Asset management performance
Maintenance functions relate to the upkeep of assets and policy definition adequacy rating
directly affect service levels and costs. rating
Outcome A 1
Maintenance plans cover the scheduling and resourcing of
the maintenance tasks so that work can be done on time and
on cost.

Interviewees: Relevant documentation:

Wayne Roberts — Plant Manager, Kemerton Power Station, 1. Power Generation Services: Kemerton Power Station

Transfield Services 2008/09 Asset Management Plan

2. Power Generation Services: Kemerton Power Station
2009/10 Asset Management Plan

3. O&M Alliance Agreement

4. Transfield Services, Assessing Operational Systems
Performance (on-line system), TMD-0000-QA-0007
(October 2006, rev 10)

5. Kemerton Power Station Monthly report — February
2009

6. Kemerton Power Station Monthly report — July 2009

7. Kemerton Power Station Quarterly Report — 3" Quarter
2008/09

8. Kemerton Power Station Quarterly Report — 2" Quarter
2009/10

9. BW TSIL Group Financials Pack 2009

10. KMP 8042 2010 Budget V2

11. 2009 09 Mar KMP Results FCST

12. SAP Computerised Maintenance Management system
(CMMS)

13. Risk Register & Risk Assessment Work sheet TMF-0000-
RM-0001
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14. JSA’s (egTMF-4022-SA-0003)

15. OEM O&M manuals (Hard copies)

16. Risk Portal intranet based via transapp

17. Training Matrix TMD-6023-LD-0001

18. In Sight incident reporting system

19. Transfield Services Infrastructure Fund / Transfield
Services Alliance Management Team (AMT) meeting
Minutes Mar 2010

20. Leadership Commitment Program Report Jan to Dec
2009

21. Maintenance Policy, Maintenance Policy Report July
2008, Kemerton Maintenance Plan (spreadsheets
manually linked)

22. Transfield Services: SKM Technical and Environmental
Due Diligence Kemerton Power Station

23. Operational Services Audit November 2009

24. Management/Toolbox meeting Minutes 260210

25. Risk Policy TMC-0000-RM-1001

26. Job Start / hazard identification TMF-8009-SA-0002

27. Permit To Work System KMP-6023-OPS-0000

28. Vibration/Condition/Oil sample;
Hydraulic/Turbine/Transformer Thermo graphic tests
(visual inspection of documentation)

Criteria Effectiveness Post Review Audit Priority
Q Y Q
Lo o o)) o > o
8 5 1= 523 z 2 go =
s C = = 2o S .= £ =
° g = =R z 8 S 58
. ~ 2 X o S
Policy Performance = S =Z 33 &g 3 T
O < [
A=likely 1=minor L=low S=strong
B=probable 2=moderate M=medium M=moderate
C=unlikely 3=major H=high W=weak
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6.1 | Ref docs —
1,2,3,45,6,7,8,12,15 & 22

Maintenance policies and
procedures are well
documented; linkages exist
between the maintenance
policies and the required
service levels. Planned
outages detailed in the AMP
reflect the service level as
described in the O&M
agreement

6.2 | Ref docs -,

28 — OEM maintenance
schedule recommendations
have been uploaded on to
the SAP system

1,2,4,5,6,7,8,12,15,22,23 &

SAP inspection schedule
derived from the OEM
manuals dictates the timing of
inspections and has been
uploaded into SAP CMMS.
Schedule will be adjusted as
per on going condition
monitoring data and
experience with the plant
requirements is gained over
time.

Long term inspection
schedules are continuously
updated on SAP.

6.3 | Ref docs -

28

1,2,4,5,6,7,8,12,15,22,23 &

Long term maintenance plans
are documented in the asset
management plan and O&M
agreement, short term
planning (ie recording of
outage work) is collated in
SAP.

Page 91




Performance Audit and Asset Management System Review Report

Transfield Services: Kemerton Power Station
June 2010

6.4 | Refdocs—

& 24

1,2,4,5,6,7,8,12,13,16,18,19

On a daily basis, via the
incident reporting system,
any incident is reported,
documented and actioned.
These are also reported in the
monthly, quarterly reports
and to Alliance Board.

6.5 | Ref docs —

5,26,27 & 28

1,2,4,12,13,14,16,18,21,23,2

Risk assessments are carried
as maintenance tasks are
scheduled and also when
uploaded in SAP. Priorities
are set primarily using
diagnostic tools such as
Vibration and Oil sampling.
Longer term priorities (ie
work planned for outages) is
entered and collated in SAP
and included in the AMP.

6.6 | Ref docs —
1,2,3,5,6,7,8,9,10,11 & 20

The O&M agreement sets out
the annual costs for the unit
including the maintenance
budget.

The monthly reports include
information on maintenance
costs and any unbudgeted
expenditure.

Comments & Recommendations

Nil
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7 Key process - Asset Management Information System Asset management process and Asset management performance
(MIS) policy definit!on adequacy rating

An asset management information system is a combination rating
of processes, data and software that support the asset A 1
management functions.

Outcome

The asset management information system provides
authorised, complete and accurate information for the day-
to-date running of the asset management system. The focus
of the review is the accuracy of performance information
used by the licensee to monitor and report on service
standards.

Interviewees: Relevant documentation:

Wayne Roberts — Plant Manager, Kemerton Power Station, 1. Power Generation Services: Kemerton Power Station

Transfield Services 2008/09 Asset Management Plan

2. Power Generation Services: Kemerton Power Station
2009/10 Asset Management Plan

3. O&M Alliance Agreement

4. Transfield Services, Assessing Operational Systems
Performance (on-line system), TMD-0000-QA-0007
(October 2006, rev 10)

5. Kemerton Power Station Monthly report — February
2009

6. Kemerton Power Station Monthly report — July 2009

7. Kemerton Power Station Quarterly Report — 3™ Quarter
2008/09

8. Kemerton Power Station Quarterly Report — 2" Quarter
2009/10

9. SAP Computerised Maintenance Management system
(CMMYS)
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10. OEM O&M manuals (Hard copies)

11. Annual monitoring Report — KPS (Licence Number
8026/2004/5) File SWB 2675, EPA Assessment 1499,
Statement 645 1°* Dec 2009

12. Training Matrix TMD-6023-LD-0001

13. In Sight incident reporting system

14. Transfield Services Infrastructure Fund / Transfield
Services Alliance Management Team (AMT) meeting
Minutes Mar 2010

15. Leadership Commitment Program Report Jan to Dec
2009

16. Transfield Services: SKM Technical and Environmental
Due Diligence Kemerton Power Station

17. Operational Services Audit November 2009

18. Management/Toolbox meeting Minutes 260210

19. Database Licence and Regulatory Requirements

20. Change Management Assessment TMF-8009-QA-0018

21. Change to Plant / Control System Procedure TMP-8009-

OP-0001

22. Change to Plant / Control System Register TMD-8009-
OP-0002

23. Change to Plant / Control System Form TMF-8009-OP-
0001

24. Power Purchase Agreement DMS#1366303 & Deed of
Variation

25. Daily Back up Spreadsheet

Criteria Effectiveness Post Review Audit Priority
g § < = o0 z2 go 5 o
Policy Performance = g 3 < SEE S5 = =
2 2 = %8 5 S e
- 3 T b < g
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A=likely
B=probable
C=unlikely

1=minor
2=moderate
3=major

L=low
M=medium
H=high

S=strong
M=moderate
W=weak

7.1

Ref docs —1,2,4,9,10,12 &
16

Training package and
documentation is well
defined, monitored and
accessible.

B

2

S

7.2

Ref doc — 3,9,20,21,22,23,&
24

Control system automatically
generates billing system to
SAP, every 0.5hr. Mature
system in place to control and
verify changes to control
system.

7.3

Interview with Plant
Manager

Site access to SAP via request
to IT Group. Password
routinely rotated every 60
days and limited to staff on
site. Control system password
does not change

7.4

Site access & security
interview with Plant
Manager

Whole of site secured by
electric fencing, CCTV
cameras on perimeter and
access through swipe card
controlled gates. Register of
issued swipe cards is
maintained in site. All
buildings locked after hours.
Site access restricted.

7.5

Ref doc — 25, Back up
procedures were discussed
by interview with Plant
Manager

Control system back up daily
via installed system.

Site server backup daily and
monthly by staff and sent to
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IT (Brisbane) to hold for 7
years.
7.6 | Ref doc - 1,2,3,5,6,7,8,16, Calibration of equipment and C 1 L S 5 A 1
19 & 24 and interview with | meters are well planned and
Plant Manager documented
7.7 | Ref doc — Monthly reports and quarterly C 1 L S 5 A 1
1,2,3,5,6,7,8,11,14,15,16,17, | environment reports provide
18 & 109. adequate information to
monitor licence obligations

Comments & Recommendations

Recommendation 1 — To develop procedural documentation to detail the process in relation to daily and monthly back up of server.
Recommendation 2 — To test the backup tapes for effective retrieval of data.
Comment — Audit priority 7.4 was reclassified, review of documentation and processes reduced the inherent risk for these criteria.
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8 | Key Process - Risk Management
Risk management involves the identification of risks and
their management within an acceptable level of risk.

Outcome

An effective risk management framework is applied to
manage risks related to the maintenance of service
standards

Asset management process and

Asset management performance

policy definition adequacy rating
rating
A 1

Interviewees:
Wayne Roberts — Plant Manager, Kemerton Power Station,
Transfield Services

Relevant documentation:

1.

2.

3.

10.
11.
12.
13.
14.

Power Generation Services: Kemerton Power Station
2008/09 Asset Management Plan

Power Generation Services: Kemerton Power Station
2009/10 Asset Management Plan

O&M Alliance Agreement
Transfield Services, Assessing Operational Systems
Performance (OSP) (on-line system), TMD-0000-QA-0007
(October 2006, rev 10)

Kemerton Power Station Monthly report — February
2009

Kemerton Power Station Monthly report — July 2009
Kemerton Power Station Quarterly Report — 3" Quarter
2008/09

Kemerton Power Station Quarterly Report — 2" Quarter
2009/10

Risk Register & Risk Assessment Work sheet TMF-0000-
RM-0001

JSA’s (egTMF-4022-SA-0003)

Risk Portal intranet based via transapp

Training Matrix TMD-6023-LD-0001

In Sight incident reporting system

Transfield Services Infrastructure Fund / Transfield
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Services Alliance Management Team (AMT) meeting
Minutes Mar 2010

15. Leadership Commitment Program Report Jan to Dec
2009

16. Transfield Services: SKM Technical and Environmental
Due Diligence Kemerton Power Station

17. Operational Services Audit November 2009

18. Management/Toolbox meeting Minutes 260210

19. Risk Policy TMC-0000-RM-1001

20. Job Start / hazard identification TMF-8009-SA-0002

21. Permit To Work System KMP-6023-OPS-0000

22. Transfield Services Betterways Continuous Improvement
program

23. PGS HSEQR Strategic Plan 2009/10

24. PGS: Health Safety Environment Quality Risk Plan
2008/09

25. Agenda PGS HSE Steering Group meeting 050310

26. PGS HSE Steering Group Meeting 050319 Actions

27. Site Hazard Register TMD-6023-SA-0001

Criteria Effectiveness Post Review Audit Priority
3 5 2 £ > 22 z2 | Zo -
Policy Performance % § EE gé S x5 3 5 &
A=likely 1=minor L=low S=strong
B=probable 2=moderate M=medium M=moderate
C=unlikely 3=major H=high W=weak
8.1 | Ref docs — Risk management forms an C 1 L S 5 A 1
1,2,3,4,9,10,11,12, integral step in Transfield
13,15,16,19,20,21,23 & 24 | Services management
strategies, policies and
procedures are well
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documented within the OSP
system.

8.2 | Ref docs - Risks are documented by 1
1,2,3,4,5,6,7,8,9,10,11,12, Transfield Services in its
13,15,16,19,20,21,22, annual Policy document and
23,24,25,26 & 27 in registers and risk plans (all
included in its Risk Portal).
These are monitored monthly,
implemented by due dates
and audited annually.
8.3 | Ref docs — Transfield Services review 1
1,2,5,6,7,8,14,15,17, the risks annually. Risks are

18,22,23,24,25, 26 & 27

evaluated and risk
management system is well
established where probability
and consequences are
assessed.

Comments & Recommendations

Nil
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Key Process - Contingency Planning
Contingency plans document the steps to deal with the

unexpected failure of an asset.

Asset management process and
policy definition adequacy

Asset management performance
rating

Outcome-

Contingency plans have been developed and tested to
minimise any significant disruptions to service standards.

rating

A

Interviewees:

Relevant documentation:

9.1

Refdoc—1,2,3,4 &5
Interview with Plant

Manager

agreement Transfield
Services has also put in place
fuel arrangements with BP
and Shell. Verve supplies the
gas. Fuel supply agreement
has been well tested and
proven. Transfield Services
has also ensured complete
Strategic Spares inventory
listing on site and is easily

Wayne Roberts — Plant Manager, Kemerton Power Station, 1. Fuel Gas Delivery Agreement (GDA) with Verve Energy
Transfield Services 2. Fuel Oil Supply Agreement (Caltex Australia)
3. Connection Agreement DMS#1378308 v5
4. O & M Alliance Agreement
5. Water Supply Agreement (with Harvey Water)
Criteria Effectiveness Post Review Audit Priority
Policy Performance 5 § =g 2°° o < 5
A=likely 1=minor L=low S=strong
B=probable 2=moderate M=medium M=moderate
C=unlikely 3=major H=high W=weak
In addition to fuel supply B 1 L S 5 A 1
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accessible.

Membership of the two V94.5
user Group forms part of the
contingency plan for asset
failures.

Comments & Recommendations

Nil
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10 | Key Process - Financial Planning Asset management process and Asset management performance
The financial planning component of the asset management plan policy definition adequacy rating
brings together the financial elements of the service delivery to rating
ensure its financial viability over the long term.
Outcome A 2
A financial plan that is reliable and provides for long-term financial
viability of services

Interviewees: Relevant documentation:

Wayne Roberts — Plant Manager, Kemerton Power Station, 1. Power Generation Services: Kemerton Power Station
Transfield Services 2008/09 Asset Management Plan

Geoff Dutton — General Manager Assets, Transfield Services 2. Power Generation Services: Kemerton Power Station
Infrastructure Fund (Phone and emails) 2009/10 Asset Management Plan

3. O&M Alliance Agreement

4. Transfield Services, Assessing Operational Systems
Performance (on-line system), TMD-0000-QA-0007
(October 2006, rev 10)

5. Kemerton Power Station Monthly report — February
2009

6. Kemerton Power Station Monthly report — July 2009

7. Kemerton Power Station Quarterly Report — 3" Quarter
2008/09

8. Kemerton Power Station Quarterly Report — 2" Quarter
2009/10

9. BW TSIL Group Financials Pack 2009

10. KMP 8042 2010 Budget V2

11. 2009 09 Mar KMP Results FCST

12. Risk Portal intranet based via transapp

13. In Sight incident reporting system

14. Transfield Services Infrastructure Fund / Transfield
Services Alliance Management Team (AMT) meeting
Minutes Mar 2010
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15. Leadership Commitment Program Report Jan to Dec
2009

16. Budget Change Management Form: TMF-8009-AD-0003

17. Project Leader: Kemerton Power Station 25.5 year —
Forecast Model

18. Transfield Services Infrastructure Limited (TSIL) Annual
Report 2009

19. Transfield Services: SKM Technical and Environmental
Due Diligence Kemerton Power Station

20. SRC : Strategic Review Committee Process

Criteria Effectiveness Post Review Audit Priority
° e -2 5 » N §
i 2 z £% £%58 g5 | 8¢ E:
Policy Performance 5 S =2 3 @ o a < E
A=likely 1=minor L=low S=strong
B=probable 2=moderate M=medium M=moderate
C=unlikely 3=major H=high W=weak
10.1 | Ref docs — The financial planning C 1 L S 5 A 1
1,2,3,4,5,6,7,8,14,15,17 & | process provides a reliable
18 basis for Kemerton Power

Station to plan, budget and
report on its operational and
maintenance costs and capital
expenditure. Financial
planning occurs during the
April - June period of each
year for the following
financial year, it includes
both recurrent and capital
expenditure planning.
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10.2

Ref docs —
1,2,3,9,10,11,14,15,18 &
20

Funding sources are
documented within the plan,
there is only one source of
funds for both capital
expenditure and recurrent
costs, that is the Transfield
Infrastructure Fund

10.3

Ref docs —
1,2,3,4,5,6,7,8,9,10,11, 14,
15, 17 & 18 Interview with
Plant Manager.

The financial reporting
system provides regular
projections of operating
position and financial
projections.

10.4

Ref docs —
1,2,3,9,10,11,17 & 18

No 5 year financial plan was
presented however the
financial plan provides firm
predictions for income for the
next 2-years of the plan. TSIF
have commented that they
Kemerton O & M budgets
will be the same for
foreseeable future, apart from
CPI adjustments. This is
based on the repetitive and
predictable nature of
Kemerton’s contracts
operations and energy

10.5

Ref docs —
1,2,3,7,8,9,10,11,14,17 &
18

The plan provides for the
operations and maintenance,
administration and capital
expenditure for the services.

10.6

Ref docs —

Variances from actual and

1
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5,6,7,8,9,10,11,12 & 14 budget income and expense
are reported and monitored
monthly/quarterly by
Transfield Services,
significant variances,
corrective actions and
improvement initiatives are
reported in the
monthly/quarterly report and
to the Alliance Board

Comments & Recommendations

Recommendation 3- Extend current 2 year plan to 5 years to meet the requirements of criteria 10.4
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11 | Key Process - Capital Expenditure Planning Asset management process and Asset management performance
The capital expenditure plan provides a schedule of new policy definition adequacy rating
works, rehabilitation and replacement works, together with rating
estimated annual expenditure on each over the next five or A 1
more years.
Since capital investments tend to be large and lumpy,
projections would normally be expected to cover at least 10
years, preferably longer. Projections over the next five years
would usually be based on firm estimates.
Outcome -
A capital expenditure plan that provides reliable forward
estimates of capital expenditure and asset disposal income,
supported by documentation of the reasons for the decisions
and evaluation of alternatives and options.
Interviewees: Relevant documentation:
Wayne Roberts — Plant Manager, Kemerton Power Station, 1. Power Generation Services: Kemerton Power Station
Transfield Services 2008/09 Asset Management Plan
Geoff Dutton — General Manager Assets, Transfield Services 2. Power Generation Services: Kemerton Power Station
Infrastructure Fund (Phone and emails) 2009/10 Asset Management Plan
3. O&M Alliance Agreement
4. Kemerton Power Station Quarterly Report — 3" Quarter
2008/09
5. Kemerton Power Station Quarterly Report — 2" Quarter
2009/10
6. BW TSIL Group Financials Pack 2009
7. KMP 8042 2010 Budget V2
8. 2009 09 Mar KMP Results FCST
9. Transfield Services Infrastructure Fund / Transfield
Services Alliance Management Team (AMT) meeting
Minutes Mar 2010
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10. Project Leader: Kemerton Power Station 25.5 year —
Forecast Model

11. Transfield Services: SKM Technical and Environmental
Due Diligence Kemerton Power Station

12. SRC : Strategic Review Committee Process

13. Kemerton Only — Major Maintenance Costs and Cash
Flows V4

Criteria Effectiveness

Post Review Audit Priority

Policy Performance = é £2 § 38 €5 Qr Efr
A=likely 1=minor L=low S=strong
B=probable 2=moderate M=medium M=moderate
C=unlikely 3=major H=high W=weak
11.1 | Ref docs — The capital expenditure is C 1 L S 5 A 1
1,2,3,45,6,7,8,9,11,12 & | well documented in relation
13 to the major planned/outage
works that has been
scheduled, both in the AMP
and the capital expenditure
plan.
11.2 | Ref docs — Reasons for capital C 1 L S 5 A 1
1,2,3,4,5,6,7,8,9,10,11,12 | expenditure are well
& 13 documented in the AMP .
SRC process is effective in
justifying capital expenditure
which then forms part of the
5 year capital expenditure
forecasts.
11.3 | Ref docs — Financial planning occurs C 1 L S 5 A 1
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1,2,3,6,7.8.9,10,11,12 &
13

during the April - June period
of each year for the following
financial year, it includes
both recurrent and capital
expenditure planning. Future
capital expenditure for the
station will be based on Asset
Criticality Analysis which is
reflected in the AMP.

11.4 | Ref docs —
1,2,3,45,6,7,89,11,12 &
13

As above.

In additional, Transfield
Services ‘Betterways’
program can provide input
into the capital expenditure
plan through continuous
improvement initiatives.

Comments & Recommendations

Nil
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12 Key Process - Review of AMS Asset management process and Asset management performance
The asset management system is regularly reviewed and policy definition adequacy rating
updated rating
Outcome A 1
Review of the Asset Management System to ensure the
effectiveness of the integration of its components and their
currency.
Interviewees: Relevant documentation:

Post Review Audit Priority
1. Power Generation Services: Kemerton Power Station
2008/09 Asset Management Plan
Power Generation Services: Kemerton Power Station
2009/10 Asset Management Plan
O&M Alliance Agreement
Database Licence and Regulatory Requirements
Engineering All Risks Survey Report August 2008
Dangerous Goods Review for Transfield Services:
Dangerous Goods Storage at KPS April 2008
7. Electrical equipment in hazardous Areas (EEHA) Survey
and Report May 2008
8. Performance Audit and Asset management Review for
Transfield Services KPS July 2008
9. Dangerous goods Review for Transfield Services:
Dangerous Goods Storage at KPS February 2009

no

©o kAW

Criteria Effectiveness 10. Operational Services Audit November 2009
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A=likely 1=minor L=low S=strong
B=probable 2=moderate M=medium M=moderate
C=unlikely 3=major H=high W=weak
12.1 | Refdoc-1,2,3 The Asset Management Plan, C 2 M S 1
as per the O&M Alliance
Agreement has to be updated
by June every year.
12.2 | Refdoc-1,2,3,4,5,6,7,8,9 | Internal audits conducted by C 2 M S 1

non Kemerton Power Station
Transfield staff in relation to
the licences, financial and
asset management aspects of
the plan. AMP is reviewed
annually and approved by the
Alliance Board.

& 10 and interview with
Plant Manager

Comments & Recommendations

Nil
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Table 3.0 Effectiveness Criteria Pre- Audit Review

1 | Key Process - Asset Planning Outcome
Asset planning strategies are focused on meeting customer needs in | Integration of asset strategies into operational or
the most effective and efficient manner (delivering the right service | business plans will establish a framework for
at the right price). existing and new assets to be effectively utilised and
their service potential optimised.
Effectiveness Criteria Inherent Risks ( No Controls) - Inherent | AdeAUAYOf | poview
Likelihood Consequence Risk rating existing priority
controls
A=likely 1=minor L=low S=strong
B=probable 2=moderate M=medium M=moderate
C=unlikely 3=major H=high W=weak
1.1 | Planning process and objectives Some stakeholder needs not C 1 L S 5
reflect the needs of all stakeholders addressed
and is integrated with business
planning
1.2 | Service levels are defined Some service levels not defined C 1 L S 5
1.3 | Non-asset options (e.g. demand Agreements in place with C 1 L S 5
management) are considered Synergy, Newmont & Water Corp
for consumption of resource,
demand management
1.4 | Lifecycle costs of owning and Lifecycle costs larger than C 2 M M 4
operating assets are assessed expected
1.5 | Funding options are evaluated Alternate funding cost less B 2 M S 4
1.6 | Costs are justified and cost drivers Costs are larger than expected B 2 M S 4
identified
1.7 | Likelihood and consequences of Asset fail more often with severer B 1 L M 4
asset failure are predicted consequences than expected
1.8 | Plans are regularly reviewed and Plans do not reflect best practices B 2 M S 4
updated
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Key Process - Asset creation/acquisition
Asset creation/acquisition means the provision or improvement of
an asset where the outlay can be expected to provide benefits

beyond the year of outlay.

Outcome

A more economic, efficient and cost-effective asset
acquisition framework which will reduce demand for
new assets, lower service costs and improve service

delivery.
Effectiveness Criteria Inherent Risks ( No Controls) - Inherent | AdeAUAY Of | poiew
Likelihood Consequence Ri - existing L
isk rating priority
controls
A=likely 1=minor L=low S=strong
B=probable 2=moderate M=medium M=moderate
C=unlikely 3=major H=high W=weak
2.1 | Full project evaluations are Higher costs than necessary C 1 L S 5
undertaken for new assets, including
comparative assessment of non-
asset solutions
2.2 | Evaluations include all life-cycle Higher costs than expected C 1 L S 5
costs
2.3 | Projects reflect sound engineering Projects cost more, do not meet B 1 L S 5
and business decisions their objectives or are unsafe to
operate
2.4 | Commissioning tests are Valuable information lost and C 1 L S 5
documented and completed asset does not operate correctly
or safely
2.5 | Ongoing legal/environmental/safety | Assets and practices do not meet C 2 M S 4

obligations of the asset owner are
assigned and understood

current legislative requirements
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Key process - Asset disposal

Effective asset disposal frameworks incorporate consideration of
alternatives for the disposal of surplus, obsolete, under-performing
or unserviceable assets. Alternatives are evaluated in cost-benefit

Outcome

Effective management of the disposal process will
minimise holdings of surplus and under-performing
assets and will lower service costs.

terms
Effectiveness Criteria Inherent Risks ( No Controls) - Inherent | AdeAUAY Of | poiew
Likelihood Consequence Ri - existing L
isk rating priority
controls
A=likely 1=minor L=low S=strong
B=probable 2=moderate M=medium M=moderate
C=unlikely 3=major H=high W=weak
3.1 | Under-utilised and under-performing | Higher costs and lower service C 1 L S 5
assets are identified as part of a
regular systematic review process
3.2 | The reasons for under-utilisation or The reasons for under-utilisation C 1 L S 5
poor performance are critically or poor performance are critically
examined and corrective action or examined and corrective action or
disposal undertaken disposal undertaken
3.3 | Disposal alternatives are evaluated Disposal alternatives are C 1 L S 5
evaluated
3.4 | There is a replacement strategy for There is a replacement strategy C 1 L S 5

assets

for assets
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Key Process - Environmental analysis
Environmental analysis examines the asset system environment and
assesses all external factors affecting the asset system.

Outcome

The asset management system regularly assesses
external opportunities and threats and takes
corrective action to maintain performance
requirements.

Effectiveness Criteria Inherent Risks ( No Controls) - Inherent | AdeAUAY Of | poiew
Likelihood Consequence Ri - existing L
isk rating priority
controls
A=likely 1=minor L=low S=strong
B=probable 2=moderate M=medium M=moderate
C=unlikely 3=major H=high W=weak
4.1 | Opportunities and threats in the Failure to assess opportunities C 1 L S 5
system environment are assessed and threats in the system
environment
4.2 | Performance standards (availability Failure to monitor performance C 1 L S 5
of service, capacity, continuity, standards
emergency response, etc) are
measured and achieved
4.3 | Compliance with statutory and Failure to comply with statutory C 1 L S 5
regulatory requirements and regulatory compliance
4.4 | Achievement of customer service Failure to achieve customer C 1 L S 5
levels service levels
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Key Process - Asset operations

Operations functions relate to the day-to-day running of assets and
directly affect service levels and costs.

Outcome

Operations plans adequately document the processes
and knowledge of staff in the operation of assets so
that service levels can be consistently achieved.

Effectiveness Criteria Inherent Risks ( No Controls) - Inherent | AdeQUaCY of | povien
Likelihood Consequence Risk ratin existing riori
9 controls P Y
A=likely 1=minor L=low S=strong
B=probable 2=moderate M=medium M=moderate
C=unlikely 3=major H=high W=weak
5.1 | Operational policies and procedures | Service levels not consistently achieved C 1 L S 5
are documented and linked to
service levels required
5.2 | Risk management is applied to Unimportant tasks performed before C 1 L S 5
prioritise operations tasks important tasks
5.3 | Assets are documented in an Asset | Asset information missing and condition C 1 L S 5
Register including asset type, unknown
location, material, plans of
components, an assessment of
assets’ physical/structural condition
and accounting data
5.4 | Operational costs are measured and | Operational costs too high C 1 L S 5
monitored
5.5 | Staff receive training commensurate | Staff perform tasks for which they are not C 1 L S 5

with their responsibilities

trained
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6 | Key process - Asset maintenance Outcome
Maintenance functions relate to the upkeep of assets and directly Maintenance plans cover the scheduling and
affect service levels and costs. resourcing of the maintenance tasks so that work can
be done on time and on cost.
Effectiveness Criteria Inherent Risks ( No Controls) - Inherent | AdeQUaCY of | povien
Likelihood Consequence Risk rating existing priority
controls
A=likely 1=minor L=low S=strong
B=probable 2=moderate M=medium M=moderate
C=unlikely 3=major H=high W=weak
6.1 | Maintenance policies and Service levels not consistently B 2 M S 4
procedures are documented and achieved
linked to service levels required
6.2 | Regular inspections are undertaken | Asset performance and condition B 2 M S 4
of asset performance and condition unknown
6.3 | Maintenance plans (emergency, Maintenance tasks not done on B 2 M S 4
corrective and preventative) are time, in sequence or correctly
documented and completed on
schedule
6.4 | Failures are analysed and Failures are repeated B 1 L S 5
operational/maintenance plans
adjusted where necessary
6.5 | Risk management is applied to Unimportant tasks performed B 1 L S 5
prioritise maintenance tasks before important tasks
6.6 | Maintenance costs are measured Maintenance costs too high C 1 L S 5
and monitored
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Key process - Asset Management Information System (MIS)
An asset management information system is a combination of
processes, data and software that support the asset management

functions.

Outcome -

The asset management information system provides
authorised, complete and accurate information for
the day-to-date running of the asset management
system. The focus of the review is the accuracy of
performance information used by the licensee to
monitor and report on service standards.

Effectiveness Criteria

Adequacy of

Inherent Risks ( No Controls) . Inherent Jua Review
Likelihood Consequence Risk ratin existing riori
9 controls P ty
A=likely 1=minor L=low S=strong
B=probable 2=moderate M=medium M=moderate
C=unlikely 3=major H=high W=weak
7.1 | Adequate system documentation for | Service levels not consistently B 2 M M 4
users and IT operators achieved
7.2 | Input controls include appropriate Incorrect data entered into system C 1 L S 5
verification and validation of data
entered into the system
7.3 | Logical security access controls Unauthorised access to system C 1 L S 5
appear adequate, such as
passwords
7.4 | Physical security access controls Unauthorised access to B 2 M M 4
appear adequate equipment
7.5 | Data backup procedures appear Complete loss of data or very old C 1 L M 5
adequate data available after systems
failure
7.6 | Key computations related to licensee | Service levels not consistently C 1 L M 5
performance reporting are materially | achieved
accurate
7.7 | Management reports appear Service levels not consistently C 1 L M 5

adequate for the licensee to monitor
licence obligations

achieved
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Key Process - Risk Management

Risk management involves the identification of risks and their
management within an acceptable level of risk.

Outcome

An effective risk management framework is applied
to manage risks related to the maintenance of service

standards
Effectiveness Criteria Inherent Risks ( No Controls) - Inherent | AdeQUaCY of | povien
Likelihood Consequence Risk ratin existing riori
9 controls P Y
A=likely 1=minor L=low S=strong
B=probable 2=moderate M=medium M=moderate
C=unlikely 3=major H=high W=weak
8.1 | Risk management policies and Ineffective or misapplication of C 1 L M 5
procedures exist and are being risk management procedures to
applied to minimise internal and asset management system
external risks associated with the
asset management system
8.2 | Risks are documented in a risk Failure to capture risks within risk C 1 L M 5
register and treatment plans are register processes
actioned and monitored
8.3 | The probability and consequences of | Inadequate review of asset C 1 L M 5

asset failure are regularly assessed

failures
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understood and tested to confirm
their operability and to cover higher
risks

expected following failures

Effectiveness Criteria Inherent Risks ( No Controls) . Inherent | AdeQUaCY of | povien
Likelihood Consequence Risk ratin existing riority
9 controls P
A=likely 1=minor L=low S=strong
B=probable 2=moderate M=medium M=moderate
C=unlikely 3=major H=high W=weak
9.1 | Contingency plans are documented, | Service levels worse than B 1 L S 5
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10

Key Process - Financial Planning

The financial planning component of the asset management plan brings
together the financial elements of the service delivery to ensure its

financial viability over the long term.

Outcome

A financial plan that is reliable and provides for long-term
financial viability of services

Effectiveness Criteria Inherent Risks ( No Controls) - Inherent | AdeAUAY OF | poview
Likelihood Consequence Risk rating existing priority
controls
A=likely 1=minor L=low S=strong
B=probable 2=moderate M=medium M=moderate
C=unlikely 3=major H=high W=weak
10.1 | The financial plan states the financial | Financial objectives and C 1 L S 5
objectives and strategies and actions | strategies not documented
to achieve the objectives appropriately in financial plan
10.2 | The financial plan identifies the Source of funds for Capital and C 1 L S 5
source of funds for capital Operational expenditures not
expenditure and recurrent costs identified or documented
10.3 | The financial plan provides Inadequate financial plan C 1 L S 5
projections of operating statements
(profit and loss) and statement of
financial position (balance sheets)
10.4 | The financial plan provide firm Inadequate financial plan C 1 L S 5
predictions on income for the next
five years and reasonable indicative
predictions beyond this period
10.5 | The financial plan provides for the Inadequate financial plan A 1 L S 5
operations and maintenance,
administration and capital
expenditure requirements of the
services
10.6 | Significant variances in Corrective action not taken when A 1 L S 5
actual/budget income and expenses | significant variances in
are identified and corrective action actual/budget income and
taken where necessary expenses occurred
11 | Key Process - Capital Expenditure Planning Outcome -

The capital expenditure plan provides a schedule of new works,
rehabilitation and replacement works, together with estimated

A capital expenditure plan that provides reliable
forward estimates of capital expenditure and asset
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annual expenditure on each over the next five or more years.

Since capital investments tend to be large and lumpy, projections
would normally be expected to cover at least 10 years, preferably
longer. Projections over the next five years would usually be based

on firm estimates.

disposal income, supported by documentation of the
reasons for the decisions and evaluation of
alternatives and options.

Effectiveness Criteria Inherent Risks ( No Controls) - Inherent | Adequacyof | poyiey
Likelihood Consequence Risk ratin existing riori
9 controls P Y
A=likely 1=minor L=low S=strong
B=probable 2=moderate M=medium M=moderate
C=unlikely 3=major H=high W=weak
11.1 | There is a capital expenditure plan Inadequate Capital Expenditure C 1 L S 5
that covers issues to be addressed, plan
actions proposed, responsibilities
and dates
11.2 | The plan provide reasons for capital | Inadequate Capital Expenditure C 1 L S 5
expenditure and timing of plan
expenditure
11.3 | The capital expenditure plan is Inadequate Capital Expenditure C 1 L S 5
consistent with the asset life and plan
condition identified in the asset
management plan
11.4 | There is an adequate process to Inadequate Capital Expenditure C 1 L S 5

ensure that the capital expenditure
plan is regularly updated and
actioned

processes to ensure update of
plan
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audit) are performed of the asset
management system

Effectiveness Criteria Inherent Risks ( No Controls) - Inherent | Adequacyof | poyiey
Likelihood Consequence Risk ratin existing riority
9 controls P
A=likely 1=minor L=low S=strong
B=probable 2=moderate M=medium M=moderate
C=unlikely 3=major H=high W=weak
12.1 | Areview process is in place to Inadequate review processes for AMS C 2 M S 4
ensure that the asset management
plan and the asset management
system described therein are kept
current
12.2 | Independent reviews (e.g. internal Inadequate review processes for AMS C 2 M S 4
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