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Glossary of Terms

CA – Corrective Action
CTR – Customer Transfer Request
CFO – Chief Financial Officer
ERA – Economic Regulation Authority
ERL11 – Electricity Retail Licence 11
ESA – Electricity Supply Agreement
ETAC – Electricity Transfer Access Contract
GES - Geographe Environmental Services Pty Ltd
LGP – Landfill Gas & Power
MRIM - Manually Read Interval Meter
NMI – National Metering Identifier
OFI – Opportunity for Improvement
REC – Renewable Energy Credit
RQM – Retail Quality Manual
RRN – Retailer Reference Number
VC – Verifiable Consent
WPC – Western Power Corporation
WPN – Western Power Networks

This report is prepared by representatives of Geographe Environmental Services Pty Ltd in relation to the above named

client’s conformance to the nominated audit standard(s). Audits are undertaken using a sampling process and the report

and its recommendations are reflective only of activities and records sighted during this aud it process. Geographe

Environmental Services 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

Landfill Gas & Power (LGP) engaged Geographe Environmental Services Pty Ltd to undertake the third

Performance Audit as required by the Economic Regulation Authority (ERA) under Retail Licence ERL11. This

report contains the audit findings for the performance audit.

Sections 13 of the Electricity Industry Act 2004 requires 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 conducted by an independent

expert acceptable to the Authority.

The Performance Audit has been conducted in order to assess the licensee’s level of compliance with the

conditions of its licence.

The Authority approved the appointment of Geographe Environmental Services Pty Ltd on the 18th July 2014

and subsequently required the development of an audit plan for ERA approval.  An audit plan was prepared

for the Retail Licence and approval of the audit plan was provided on 9th September 2014 (Ref D128076)

The Audit has been executed as planned in accordance with the process flowchart for

performance/operational audits as detailed in the Audit & Review Guidelines – Electricity, Gas and Water

Licences (April 2014).

The period for the audit is, 1st July 2011 to 30th June 2014 and the submission of this report as determined

with the Authority is evidence of compliance.
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BUSINESS BACKGROUND

Landfill Gas & Power Pty Ltd (LGP) is a privately owned West Australian subsidiary company of ACE Holdings.

LGP has established a market in the development and management of efficient landfill gas-to-energy

technologies. The company extracts landfill gas and converts it into a reliable renewable energy source.

Currently, LGP manages the gas emissions from six landfill sites within the Perth metropolitan area and three

landfill gas-to-energy power stations, which are located adjacent to these landfill sites, and in total generate

approximately 75GWh (75,000,000kWh) per annum. The electricity produced is sold to private customers,

specifically local government councils and small to medium enterprises who consume more than 160,000 kWh

per annum, and transported to customers through Western Power’s network in the state’s electricity grid, the

South West Interconnected System (SWIS).

AUDIT CONCLUSION

The Performance Audit has been conducted in order to assess the effectiveness of the LGP’s level of

compliance with the conditions of its Retail Licence ERL11. Through the execution of the Audit Plan and

assessment and testing of the control environment, the information system, control procedures and

compliance attitude, the audit team members have gained reasonable assurance that LGP has complied with

its Retail Licence as it applies to its operations and activities during the audit period. The control environment

operated by the licensee is well established and is regulated by government organisations, shareholders and

corporate requirements which effectively filter through to the organisations operations. The organisation

operates a certified Quality Management System and has developed a large number of procedures required

for this certification process. During the audit period 1 July 2011 to 30 June 2014, the Licensee has complied

with its Retail Licence, with the exception of Retail Licence condition 16.1 (Ref 124) which relates to the late

submission of the annual compliance report. Details of this non-compliance and correction action plans are

included in Table 4. This audit report is an accurate representation of the audit teams findings and opinions.
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1.1 Performance Audit Compliance Summary

The Audit Teams findings for the Performance Audit against the clauses of the Retail Licence are summarised

in the following table. A comprehensive report of the audit findings as applicable to the Electricity Compliance

Reporting Manual (May 2011, June 2013 & May 2014) is included in Appendix 1.

There are a number of obligations that are either excluded or their references have changed with versions of

the Electricity Compliance Reporting Manual. As there were 3 versions of the Electricity Compliance Manual

which applied to the Audit Period the information below defines clearly which obligation relates for the

relevant part of the audit period, this further detailed in Appendix 1;

 Where the Reference Number has a number without a bracket it is referring to both the Electricity
Compliance Reporting Manual May 2014 & June 2013. Additionally if there are no other Reference
Numbers beneath it then all versions of the Electricity Compliance Reporting Manual can be
considered to be the same reference.

 Where the Reference is in {XX} brackets it is referring to Electricity Compliance Reporting Manual May
2011

 Where the Reference is in [XX] brackets it is referring to Electricity Compliance Reporting Manual July
2010 [Note: Although outside the audit it scope reference to 2010 numbers assists with reviewing
previous audit findings]

The review was undertaken by examination of documents, interviews with key persons and observations and

was not to be a detailed inspection of physical items. Table 1 below details audit compliance and controls

rating for each relevant licence condition to the audit scope. Audit obligations that were determined to be

“not applicable” during the audit planning stage have not been included in the audit report. However, any

obligations identified as  “not applicable” during the course of the audit have been rated NR i.e Not Rated and

as required by the Audit and Review Guidelines – Electricity & Gas Licences April 2014 an explanation has been

provided.
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2. PERFORMANCE AUDIT

2.1 Performance Audit Scope

This is the third audit of LGP’s compliance with obligations relating to Retail Licence ERL11. As such, the scope

of the audit is to:

 assess the license holders internal compliance systems

 assess the license holders compliance with its license

for the period 1st July 2011 to 30th June 2014.

As there were no performance standards defined within the Retail Licence the Authority’s Electricity

Compliance Reporting Manual (May 2011, June 2013 & May 2014) were used as the performance criteria for

the compliance elements.

The following personnel were interviewed during the Performance Audit;

 Chief Financial Officer
 Retail Consultant
 Senior Business Analyst
 Project Administrator (Billing)

2.2 Performance Audit Objective

The objective of the performance audit, as defined by the Audit & Review 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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The Audit was conducted in three phases as defined by the Audit & Review Guidelines. The phases and the

appropriate audit guide/tool are detailed in Table 3 below;

Table 3: Performance Audit Methodology and Allocated Hours

Phase Auditor Hours Relevant Auditing Standard
1. Risk & Materiality
Assessment

Outcome - Operational/
Performance Audit Plan

Nicole Davies 16 ASAE 3000: Assurance Engagements Other than Audits or
Reviews of Historical Financial Information (9 July 2007)
ASAE 3100 :Compliance Engagements (9 Sept 2008)
ASA 315: Identifying and Assessing the Risks of Material
Misstatement through Understanding the Entity and Its
Environment (27 June 2011)
AS/NZS ISO 31000:2009 Risk Management Principles &
Guidelines

2. System Analysis Nicole Davies 16 AS 3806-2006: Compliance Programs

3. Fieldwork & Report
Preparation
Assessment and testing of;
 The control environment
 Information system
 Compliance procedures
 Compliance attitude

Nicole Davies 48 ASA 500: Audit Evidence (27 June 2011)
ASA 530: Audit Sampling (27 Oct 2009)

2.3 Performance Audit Methodology

A risk assessment, assessment of control environment and allocation of audit priority was undertaken in

accordance with the  Audit  and Review Guidelines – Electricity, Gas and Water Licences (April 2014)  on each

element relating to Retail licensee’s of the Electricity Compliance Reporting Manual (May 2011, June 2013 &

May 2014) issued by the Authority. It was the opinion of the audit team that this approach would provide an

effective assessment of compliance due to each licence condition being incorporated into document.

The Electricity Compliance Reporting Manual as published on the ERA website specifically classifies each

licence condition according to a non-compliance rating. The Type 1 obligations are not applicable to LGP as

they do not have any residential customers and as indicated in the Audit & Review Guidelines these

obligations and as detailed in the Audit Plan these have been omitted from the Audit Report.

In order to focus the audit effort and identify areas for testing and analysis a preliminary assessment of the
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risk and materiality of non-compliance with the Retail Licence was undertaken in accordance with the

requirements of AS/NZS 31000 Risk Management Section 5.3 and Appendix 1 of the Audit & Review Guidelines.

This assessment rating was reviewed during the audit process subject to the verification of control

environment. And changes made to the pre-assessment ratings during the audit process are explained in the

corrective action section in Appendix 1.

2.4 Performance Audit Finding & Recommendations

2.4.1  Previous Audit Findings and Recommendations

The Audit Report is required to provide details of recommendations from the previous audit, however, there

were no audit non compliances or recommendations arising from the previous audit. As such this requirement

has not been addressed in the audit report.
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124 NON- COMPLIANCE - B 2

Retail Licence condition 16.1

Late submission of the Annual

Compliance Report for the reporting

year 2011. It is noted all subsequent

reports were submitted on time.

NOTE:

B – Generally adequate controls –

improvement needed

2 – Non-Compliant – minor impact on

customers or third parties

DATE: 30 October 2014

ACTION: Include as

standing agenda item in

the management

meetings

REPRESENTATIVE: Chief

Financial Officer

OFI 3: Although the non-

compliance has been

addressed, consideration

could be given to

imbedding this

requirement into business

processes to ensure not

reliant on a specific

individual. Such as creating

as item of standing

business agenda and

including in the

organisations internal

audit processes.

345 RECOMMENDATION - B1

Electricity Industry Metering Code

clause 3.3B

Develop processes to ensure that

when a user who is aware of bi-

directional flows at a metering point

which was not previously subject to a

bi-directional electricity flows or any

changes in a customer’s or user’s

circumstances in a metering point

which will result in bi-directional

electricity flows can notify the

network operator within 2 business

days

NOTE:

B – Generally adequate controls –

improvement needed

1 - Compliant.

DATE: 30 October 2014

ACTION: Add all bi-

directional meters to

Contract Tracker and

develop a work

instruction for

management bi-

directional customers

REPRESENTATIVE:

Project  Administrator

OFI 4 -  Whilst compliance

is noted a clear

understanding of the

obligation could be better

demonstrated to ensure

ongoing compliance and

as such inclusion of the

requirement in the

Contract Tracker

spreadsheet and

development of a work

instruction/procedure

could be considered.
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2.4.2 Post Audit Implementation Plan

As stipulated in section 11.8 of the Audit & Review Guidelines (April 2014), the Audit Team notes that the

Performance Audit Post Implementation Plan does not form part of the Audit Opinion. It is the responsibility

of the licensee to ensure actions are undertaken. A post audit implementation will be submitted separately to

this audit report by the Licensee if required.

3. FOLLOW UP AUDIT PROCESS

This is the third Performance Audit conducted since the issue of the licence and all previous audit report

findings have been reviewed as part of the content of this report (Refer to Table 5).

As there were no previous audit recommendation review as required by section 11.3 of the Audit & Review

Guidelines an assessment cannot be made by the audit team..

Review of actions taken in response to corrective actions and recommendations will form part of subsequent

audit plans.
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APPENDIX 1

LGP PERFORMANCE AUDIT SEPTEMBER 2014
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