KPMG

Asset Management —
Overcoming the Ten Sins

American Public Power Association
Business & Financial Conference

September 17th, 2018




Adenda

. What is Asset Management?

. Asset Management Maturity Assessments
ISO55000 Asset Management Standard

. Asset Management Policy

. Asset Management Strategy

. Asset Management Plans

m © 2018 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative
('KPMG International’), a Swiss entity. All rights reserved. [Printed in the US]



[he 10ains?

No buy in from

senior management

Not taking a

whole of life No “Line of sight” l Lets leave it

approach up to the

Levels of Engineers
We’ve bought the Service not

latest IT Solution defined No AM Policy

Focusing just on No AM Strategy
asset condition

m © 2018 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative
('KPMG International’), a Swiss entity. All rights reserved. [Printed in the US]



[he Many sins?

0
No documented We don'tknow wst a\“\g
_ processes what we own acc,o\-“_\
Poor quality \I\e(c\se
data No buy in from ©
senior management Lack of robust
Lack of Continug| approach to Capital
'mprovement Not taking a Planning
whole of life No “Line of sight” l Lets leave it
Contracted approach up to the No
Ndey
. 0 St .

Vovflllvl " We’ve bought th Levels of Engineers [T tresgglng
controlled SV LRl A0 LE Service not

latest I'T Solution defined

\
ck of a forma
La oach to risk

No AM Policy o nainte

appr Focusing just on stret®
O&M staff not asset condition ] R of
engaged in N _ N (\69‘5‘653 of
Project R O defineq AM No connection v 0Ot ca®
Handover ROIeS & between CAPEX & (f‘a'\\\“e
process ©Sponsibilitieg OPEX

m © 2018 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative
('KPMG International’), a Swiss entity. All rights reserved. [Printed in the US]



What 1S ASsel Management?

Tactical




What IS “Asset Management ™

» EXxpectations of Asset Management good/best practice from
Customers, Stakeholders & Regulators

* In many sectors it is assumed that organizations are
practicing “Asset Management” but -

 How to define Asset Management
 How well are we practicing it?
 How would we know this?
 What is “good practice™?



ASSel Management Matunty ASSessment

Provides a baseline for an action plan to address key gaps & monitor progress
over time.

Identifies strengths in addition to improvement areas.
Builds awareness of:

* Good practice in Asset Mgt

* The content of the Organization’s Asset Mgt program

Starts the change management process — staff are involved in the workshops,
scoring and setting priorities/timing for improvement.

Assessment can be repeated in the future to monitor progress

Assessment is focused on Asset Management Practices, not assets



Asset Management Assessment Matunty scale
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Assessment Workshop Output

burrent+ short + Medium+Long Term

Organizational Strat Plan (Business Plan) & Org Objectives

Monitoring Perf Against The Org Strat Plan (Business Plan)

Understanding the needs of Stakeholders

Scope of the Mgt System for Asset Mgt (the Asset Mgt System)

Asset Management Policy & Strategic Asset Management Plan

Asset Management Leadership & Governance

Current

Asset Management Roles & Responsibilities

Master Plan For Dev. of Asset Mgt Bus. Processes & Procedures
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Master Plan for Dev. of Asset Mgt Skills & Competences

o

10[Master Plan For Dev. of Asset Mgt Information Technology

11|Service Performance Measures/ Levels of Service

12[Future Trends (Impact Of Growth)

13|Legal, Regulatory & Statutory Reguirements

14|Asset Inventory

15|Asset Information

16{Information Management

17|Asset Knowledge/Analysis Of Data

18/Business Applications

19|Asset Strategies

20|Risk Framework - Strategic Level & Asset Level

21|0Optimized Asset Intervention Planning

22|Asset Management Plans

23[Financial - Budgeting

N

24|Capital Investment Plan Development & Governance

25|Capital Projects - Planning, Design & Construction

26/0Operations Management

27|Maintenance Management

28|Investigation & Rec. of Routine Asset Failures & Reactive Work

29|Contracted Operations & Maintenance

30[Materials Management

31|Emergency Preparedness & Response

32[Investigation of Major Asset Failures & Incidents

33|Control of Documented Information

23 17 34|Learning & Development

22 18 35Knowledge Retention & Succession Planning

21 19

20 36/Asset Management Quality Assurance & Management Review
37|Continual Improvement Culture

38/Communication & Change Management




ovement Planning Overview £xa

Current Short Term (end of 2019) Medium Term (end of 2021) Long Term (end of 2023)

T
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Department 1
Department 2
Department 3
Department 4
Department 5
Department 6
Department 7
Department 1

Theme
Org. Strat. Plans and Org. Objectives

Monitoring Perf. Against The Org. Strat. Plans and Objectives
Understanding the needs of Stakeholders

Scope of the Mgt System for Asset Mgt

Asset Mgt Policy & Strategic Asset Mgt Plan

Asset Management Leadership & Governance

Asset Management Roles & Responsibilities

Department 2
Department 3
Department 4
Department 5
Department 6
Department 1
Department 2
Department 3
Department 4
Department 7
Department 8
Department 1
Department 2
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Master Plan For Dev. of Asset Mgt Bus. Processes & Procedures
Master Plan for Dev. of Asset Mgt Skills & Competences

Master Plan For Dev. of Asset Management IT

Service Performance Measures/ Levels of Service

Future Trends (Impact Of Growth)
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Business Applications
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Asset Strategies
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Risk Framework - Strategic Level & Asset Level
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Optimized Asset Intervention Planning

N
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Asset Management Plans

Legal, Regulatory & Statutory Requirements

Asset Inventory

Asset Information

Information Management

Asset Knowledge/Analysis Of Data ¢
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Financial - Budgeting
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Capital Investment Plan Development & Governance
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Capital Projects - Planning, Design & Construction
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Operations Management
Maintenance Management -
Invest. And Recording Of Routine Asset Failures & Reactive Work
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Contracted Operations & Maintenance
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Materials Management
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Emergency Preparedness & Response
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Investigation of Major Asset Failures & Incidents
Control of Documented Information
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Learning & Development
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Knowledge Retention & Succession Planning
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Asset Mgt Quality Assurance & Management Review
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Continual Improvement Culture
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Communication & Change Management T
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R0AMAD Example

Asset Management

Roadmap Phase 1 - Understand
Capabiities, Learn and Phase 2 - Develop and emmbed new practices
Develop GoodBest Practice

T |

Optimizing, Integrating
ntinual iImprovement

Competence o Excelience
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Asset Management - Key Bullding Biocks

Strategic Plan
m Ensure clear understanding of the organization objectives and mission to customers
m Understand any existing strategic goals that relate to the assets (e.g. service goals, sustainability)

Scope of Asset

Asset Management Policy
Management

m Articulates senior management commitment to Asset Management and
Continual Improvement

Provides “top down” direction regarding expectations and mandatory
requirements for Asset Management and defines the key principles that
underpin Asset Management at the organization.

Strategic Asset Management Plan (SAMP)

m Translates Organizational Objectives to Asset Management Objectives

m Identifies and prioritizes key initiatives that support delivery of the AM Policy
m High level overview of resources, timescales for implementation

Asset Management Plans (AMPS)
m Provides approach to managing the assets over the short, medium & long term

m Outlines long term plan for the assets including service expectations, timelines and
funding, and resource requirements

m © 2018 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative
('KPMG International’), a Swiss entity. All rights reserved. [Printed in the US]
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Example ASSel Management Polcy

Aims
— Policy articulates senior management

commitment and intentions with regard to
Asset Management.

Provides:

— Guidance to staff in carrying out the
organization’s business strategies, plans,
and activities.

— Clear direction for Asset Management and
defines the key principles that underpin
Asset Management.

Source: Highways England, UK
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US Gas Distribution
Asset Management Policy

National Grid is committed to managing and investing in our system to protect the future of our
business. This is done through proactively managing existing and future risks as well as
contributing to the economic growth of the region in which we opsrate through the: provision of safe,
high quality, dependable servicas.

The Asset Management Policy for US Gas Distribution (US GDx) is developed around seven key
objectives:

Quality:
+ Operating the system safely, efficiently and
reliably by proaciively managing the lifecy-

Safety:
+ Continuing to drive toward zero injuries
to employees and the public
+ Highlighting and embadding security cle of our assets
measures within the business + Wasting legal and regulatory performance
+ Implementing process safely in critical targets
operafions « Waating peak day customer requirements
« Actively managing relationships with key
Growth: stakeholders
+Bringing long term value bath to share- « Achieving and maintaining PAS 55 certifi-
wlders and others through sustainable cation

Make a Great Place to Work:

+ Setting performance objectives in line with
business objectives

+ Living the US GDx values of Ownership,
Respect, Integrity, and working as One
Team

+ Altracting and retaining high caliber, fully
qualified employees and resources

Customer Satisfaction:
+ Meeting all agreed standards of servica
+ Improving our understanding of our cus-
tomer experience
+ Retaining top rating from JO Power

Blue Agenda:
+ Reducing the impact of our activities on
the environment
+ Supporting the corporate goal of reduc-
ing greenhouse gas emissions 80% by
2050

Financial:
+ Making accurate financial forecasts
+ Develaping robust financial plans
+ Continuing to improve financial processes
+ Developing economic and efficient invest-
ment plans

This policy provides the framework by which we manage the assets of US GDx. The policy will aid
in sefting goals to promote continual improvement in how the assets are managed throughout their
lifecycie from through constr . operation, and retirement and is
intended to ensure the organization focuses on addressing the most important assel risks and
opportunities.

In order for this Asset Management Policy to be effective, all members of the need to
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Slralegic Asset Management Plan

Stakeholder - Organizational - External & Internal
Requirements Objectives & Plan Issues

| |s]

Strategic Asset Management
Plan

AM . AM
Objectives I Al ClaEeies Objectives
Asset Life Cycle Plan 1, 2, etc.

I - AL AssetA SMZtem 1 S
Asset type 1 y Facility 1

Functional Plan 1, 2 etc.

Asset Management Planning
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What IS an ASsel Management Pian’?

“Documented information that specifies the activities, resources and timescales required
for an individual asset, or a grouping of assets, to achieve the organization’s asset
management objectives” 1ISO55000: 2014

« AMPs are important :

« They tell “the story” of the assets and set out the rationale for funding requests -
linking funding to customer and stakeholder related outputs

 They demonstrate:

» that Levels of Service are being met in the most effective and efficient manner.
» that due regard is being given to the long-term stewardship of the asset base.
» the responsible management of the asset portfolio.
* how regulatory compliance will be achieved and growth accommodated while
maintaining the asset stock

 Plus:
« Communicate and justify funding requirements.
« Enable Public communication

mspn 15



Example AMP Framework

1. Executive Summary 6. Asset Management Strategy
m Overview of the plan « AM activities,
2. Introduction » Approach for Options Analysis
m AM Goals
m High-level AM Context » Future Demand
m Timeframe « Lifecycle Management
= Development Methodology - Operation and Maintenance

3. State of the Infrastructure

m Inventory
Condition » Expenditure Forecast

7. Financing Strategy

m Valuation » Expenditure History
4. Levels of Service
m Target LOS

e Revenue Forecast

* Funding Strategies

m Trends
m Current Performance 8. Plan Improvement & Monitoring
5. Demand * Monitoring & Review

. o
Demand projections e Performance Measures



5000000 - Assel Management

There are various guidance documents available:
— Institute of Asset Management (IAM) SSG’s

— International Infrastructure Management Manual
(IIMM)

— Etc.

ISO55000 defines a standard for a good practice Asset
Management System

— The Standard sets out the “what”
— Guidance gives information on the “how”

Source: IPWEA Source: Institute of
Asset Management

Source: British
Standards Institute
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SUaaU00 Key PoInts

— ISO 55001 defines requirements for a management system for asset
management

— Equivalent in nature to the management systems required for Quality
Management (ISO 9001) and Environmental Management (ISO 14001)

— Focused on broad suite of interconnected and integrated processes and
methodologies

— Covering all stages of asset life cycle



What s a Management system?

— In smaller organizations, there may not be an official Management System, just
"our way of doing things* - mostly kept in the heads of staff.

— But the larger the organization, the more likely that things need to be written down,
to ensure everyone is clear on how and when things are done, who does them and
that they are carried out consistently.

— This process of systemizing how things are done is known as a Management
System.

— The set of procedures an organization needs to follow in order to meet its
objectives

‘ ‘ “If you can't describe what you are doing as a process, ’ ,

you don't know what you're doing”.

—— W. Edwards Deming
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What IS aManagement system?

AM Process o

A Supgert intertace

Customer
services

data and Operations

reporting

Information,

Short-term
tactical

planning)

Asset
Development
Planning

Capital
investment

Mgt &
Reporting

Strategic Framework
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Asset Management Planning — Example Business Processes
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1he /Elements of lsUan00!

m Understanding the organization and its context and
the needs and expectations of stakeholders

m Scope of the asset management system

m Leadership & Commitment
Leadership m Asset Mgt Policy
m Roles, Responsibilities & authorities

Improvement Planning

m Non conformity & corrective action, Support m Risks to the AM System

preventive action Resources m AM Objectives and planning to achieve
m Continual Improvement Competence them
Awareness

Communication

Information & Documentation
Requirements & Control

Performance Evaluation Operation

m Operational Planning and Control
m Management of Change, Outsourcing

m Monitoring, Measurement, Analysis &
Evaluation

m Internal Audit
Management Review

A 21



The Benef(ts of Asset Management (and IS0 5b000)

Improved Service
Performance

Better asset risk /
opportunity management

Informed asset
investment decisions

Improved capital and
operational expenditure
efficiency

Asset Management
Benefits

Structured
documentation

A focus on continual
improvement

Alignment of strategy,
policies and plans

A common organizational
approach to risks /
opportunities

More transparent and
defendable investment
prioritization

Improved business
efficiency

ISO 55000 Alignment
Benefits

Validated capability

Improved governance /
transparency

Improved external
regulatory & stakeholder
confidence

A higher level of process
compliance — locking in
good practice

Organizational stability

Defendable good
practice

ISO 55000 Certification
Benefits

22



50 00000 IS the not the end god

::zgadership

Awareness
. Commitment
Commeon
Language |

Consistent \ Increased
Approach Improved Value
Practices

Involvement
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ASsel Manadement Good Practice
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