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1. INTRODUCTION:
PROCEDURE FOR INTERNAL AUDIT IN SWDA OPERATIONS
1.0 PURPOSE
To outline the procedure for the planning and implementation of Internal Quality Audits.
2.0 SCOPE
This procedure applies to all Internal Quality Audits undertaken by suitably qualified personnel on Quality Management System to ensure compliance with set requirements.
3.0 REFERENCES
HSEMS MANUAL
4.0 DEFINITIONS
4.1 Independent Person
A person who has no direct or immediate responsibility for the activity being audited.
4.2 Corrective Action
Action, which is timely and considered necessary to correct a non-conformance.
4.3 Non-Conformance
A non-conformance is identified where the actual practice does not conform in any respects to the documented procedure or specified requirements. A deviation from procedure or practice.  This will include instances where the 
· procedure has not been updated to reflect current practice plus instances where activities should take place but have not occurred.
	
4.4 Observation
Where a procedure has been correctly written and audited, then all non-conformances will have been identified. There are two instances where observations can be specified in place of non-conformance.
(1) Where a situation is obviously identified as being detrimental to quality, but is not covered by the documented procedure or standard.
(2) Where the auditor feels that a particular activity could be improved with regard to operational efficiency or the quality of product or service.
4.5 Auditor
The person trained and responsible for carrying out the audit.  For Internal Quality Audit, this person may have his desk at any location of the company 
4.6 Audit Plan
                          Timetable indicating when Audits of the system will be carried out 
4.7 Follow Up Audit
Verification of Corrective Action where Non-conformances occurred at an earlier audit.



2.  HSE Management System:


 Assessment and Continuous Improvement:
Assessment and Continuous Improvement, is the final element of the SWDA HSE Management System, and the one that ensures the system continues to improve and remain a relevant and practical working tool.

An Audit process is one of the fundamental learning tools to help in achieving this. Line Management shall maintain an effective control process to ensure that the findings of assessments are recorded, prioritized, action and closed out. Key lessons found shall then be disseminated throughout SWDA.

Objective:
The objective of Assessment and Continuous Improvement is to ensure that SWDA Management System and its implementation are assessed on a regular basis to determine the overall effectiveness of the system.

Roles, Responsibilities and Competency:

⮚ Audit Team Lead:
The Team Lead (convener) of the Audit shall possess seniority in the SWDA Management, generally Top Management and shall have the sufficient knowledge and experience of auditing the particular facility in question. The Team Lead of the Audit is responsible for the following:
•   Setting and Implementing the Audit Strategy
•   Defining the scope of the audit
•   Defining the terms of reference, including audit criteria
•   Providing the necessary resources
•   Assuring the competence of the Lead Auditor
•   Defining a system for classification of audit findings.
•   Ensuring that the follow-up process is completed satisfactorily by assisting the
Auditee where necessary

⮚ The Facility being Audited (Auditee):
The Facility being Audited (Auditee) is responsible for the following:
•   Cooperating with the Auditors to permit the Audit objectives to be achieved
•   Informing employees about the objectives and scope of the audit as necessary
•	Providing the facilities needed for the audit team in order to ensure an effective and efficient audit process
•	Appointing responsible and competent staff to accompany members of the audit team, to act as guides to the site and to ensure that auditors are aware of health, safety, environment, and other appropriate requirements
•	Providing access to the audited facilities including personnel and relevant evidential material, as requested by the auditors, and assisting to fulfill their objective
•	Developing a corrective action plan that defines action steps and responsibilities for all those findings listed in the final audit report, that are accepted by the auditee; the timeliness and completion of  corrective actions from previous audits should be reviewed during subsequent location reviews

⮚ Lead Auditor:
The Lead Auditor shall have sufficient seniority in the Management and relevant experience to provide credibility and authoritative weight to the Audit findings and recommendations. The Lead Auditor should be trained and have experience in carrying out audits in question. Such training may be provided by SWDA or by an external organization.

The Lead Auditor is responsible for ensuring the efficient and effective conduct and completion of the audit within the scope of the audit plan. The Lead Auditor should be independent of the specific installation being audited, but may be an employee of another installation of SWDA.

In addition, the Lead Auditor is responsible for the following:
•	Consulting with the Team Lead and Auditee in finalising the scope, terms of reference and applicable standards of the audit
•   Obtaining relevant background information necessary to meet the objectives of the
Audit
•   Forming the Audit Team after having given consideration to representations of the
Auditee and other appropriate parties
•   Preparing the audit plan
•   Communicating the final Audit Plan to the Audit Team, Auditee and the
Team Lead
•	Coordinating the preparation of working documents, detailed procedures and briefing the Audit Team
•   Directing the activities of the Audit Team.
•   Seeking to resolve any problems that arise during the audit
•	Recognising when the audit objectives appear to become unattainable and reporting the reasons to the Team Lead and the Auditee
•	Representing the audit team in discussions with the Auditee prior to, during and after the Audit
•   Notifying to the Auditee of observations of critical non-conformities without delay
•   Reporting on the Audit clearly and conclusively within the time agreed with the
Team Lead
•	Making clear and concise recommendations to the Auditee for corrective actions, ensuring that these represent the fair opinion of the team
•   Maintaining the independence and objectivity of the Audit Team and the Audit
Report

⮚  Auditors:
The  Auditors  shall  possess  the  sufficient  knowledge,  skills  and  experience  of  the particular facility in question. The Auditors are responsible for the following:
•   Following the directions of and supporting the Lead Auditor
•	Planning and conducting the assigned task objectively, effectively and efficiently within the scope of the Audit
•	Collecting and analysing relevant and sufficient evidence to allow findings to be made and conclusions to be drawn
•   Preparing working documents under the direction of the Lead Auditor
•   Documenting individual Audit findings
•	Safeguarding documents pertaining to the Audit and returning such documents as required
•   Assisting in preparation of the audit report.

⮚  Competency of Auditors:
To ensure the objectivity of the audit process and its findings or conclusion, the lead auditor should be independent of the activities to be audited. The audit team should be objective and free from bias and conflict of interest throughout the process, although the team may include representative(s) from the activity being audited.

The use of an external or internal Lead Auditor is at the discretion of the Team Lead. A lead auditor chosen from within the organization should not be accountable to those directly responsible for the subject matter being audited.

The team should collectively:
•   Understand the purpose of the Audit
•   Know the policies and principles being Audited
•   Understand the output of Audit and expectations


•   Possess a generic understanding of the entity being audited.

Thus, in selecting the audit team members, consideration should be given to the following:
•   The number of auditors in the team
•	Appropriate qualifications, skills, knowledge, experience and expertise of the auditors
•   The type of activity, equipment, system or facility being audited
•   Any potential conflict of interest between the Auditee and the Auditors
•	Interpersonal skills conducive to the effective and efficient performance of the audit, such as diplomacy, tact and the ability to listen
•   Ability to analyse data and categorize result




Audit Process:

⮚  Pre-Audit Information and Planning:
To conduct audits efficiently, certain information must be obtained and reviewed by the auditors prior to the audit, or made readily available for review during the audit. This information includes:
•   Organization charts
•   Contractual documents
•   HSE staffing—their qualifications and responsibilities
•   Current list of Hazardous Materials
•   HSE Policies, Procedures, Standards, Management System, ERP etc
•   Previous inspection/audit reports
•   Follow-up documentation to the above
•   Incident reports and follow-up
•   Training record and status
•   Relevant local regulations relating to geophysical activities
•   Environmental impact assessment
•   Hazard register

In addition, an audit announcement letter, with clear scope and objectives, should be sent to the facility well in advance. A pre-planning meeting may be necessary.

⮚  Onsite Activities:
Each audit should commence with an opening meeting with Installation Management, Installation Staff and the Audit Team to:
•   Reaffirm the scope and objectives
•   Reaffirm the agenda and audit plans
•	Obtain information on special topics to include or sensitive areas of which to be aware
•   Reaffirm the schedule for the closing meeting.

The audit will be directed by the Lead Auditor and an Audit  activities may include:
•	Walk-through of the installation; inspection of equipment and activities covered by the scope of the audit
•   Document / Records review
•   Installation Survey
•   Equipment Survey
•   Compliance Survey
•   Marine Safety Survey
•   DROPS Survey
•   Reviewing location HSE performance statistics (injuries, illnesses, incident
•   Reviewing the HSE inspection and auditing programme
•   Reviewing the environmental impact assessment
•   Reviewing policies, procedures and required records
•   Interviewing management, quality control and technical staff
•   Interviewing HSE staff and area personnel
•   Reviewing the Training Matrix and Training Records
•   Reviewing the Training Material
•   Assessing implementation of the Training Plans
•   Documenting and Categorising findings each day
•   Analysing findings and preparing list of key findings
•   Recommendations or draft report for use at the final meeting.
•   Each audit should end with a closing meeting involving the audit team,
•   Location management and location HSE staff to:
•   Review the audit findings and recommendations
•   Confirm, following consultation with the Team Lead, a schedule and
•	Distribution for the audit report and location response to findings and recommendation



⮚  Post-Audit Activities:
After completion of the Audit, the closing meeting shall be held with the Installation Management Staff, Installation Staff and Audit Team. In the closing meeting, the findings can be discussed with the Installation Management and Installation Staff; and the corrective action plans may be developed.

Following are the Post-Audit Activities that ensures the continuous improvement:
•   Audit reports:
The Lead Auditor is responsible for timely completion and issuance of the Audit reports to the Team Lead, who is responsible for its distribution to the appropriate people.

Lead Auditor shall issue reports at the end of each audit that summarize their findings (positive and deficiencies), recommendations, and any responses or action plans from management.

An audit report may have an executive summary; a body that includes the specific issues or findings identified and related recommendations or action  plans; and appendix information such as detailed graphs and charts or process information.

Each audit finding within the body of the report shall contain five elements (5C’s)
that are as follows:
•   Condition: The particular problem identified.
•	Criteria: The standard that was not met, the standard may be a company policy or other benchmark or statutory requirement.
•   Cause: The reason for the occurrence of the problem.
•   Consequence: The risk of the finding.
•   Corrective Action: Recommendations of the Auditors .


The  recommendations,  in  an  internal  audit  report,  shall  help  the  organization achieve   its   HSE   goals.   The   recommendations   may   relate   to   operations, management   system,   policies,   standard,   procedures   or   legal   /   regulatory compliance.

•   Follow-up and closure of action:
Corrective action plans and status reports are the responsibility of the Auditee until all action items are closed out. The progress of the actions and reports will normally be followed up by the Team Lead.


Types of Audit:        HSE Audits:
SWDA believes that HSE Audits is a vital element of a HSE Management System that enables systematic and structured verification of HSE performance and, the regular feedback allowing the management to manage and continuously improve the performance.

An effective HSE auditing shall obtain and evaluate performance in order to:
•	Determine if the management system is effectively implemented and delivering expected performance.
•	Assess whether all the SWDA installations and offices, complies with the policies and standards established by SWDA and applicable local statutory regulations.
•	Communicate valuable information so that SWDA leadership is able to proactively manage HSE risks and performance.

Adherence to the HSE Management System shall be evaluated by means of both Internal and External Audit.

Safety Inspections:
A documented, regularly conducted self assessments, such as daily, weekly, monthly etc. of all facilities / equipment shall be conducted by the supervisor in order to detect unsafe conditions and initiate corrective action as soon as possible.

Supervisory personnel are  delegated the responsibility  to  conduct  the  inspection  of facilities / equipment for unsafe conditions and unsafe observed acts of employees. Such information shall be documented and provided to management for evaluation and initiation of corrective actions, such as requirement of trainings etc.

Employees shall inspect their worksites for possible hazards on a continuing basis. Hand & power tools shall be inspected daily to identify any hazardous conditions prior to beginning daily work.

Safety Training supervisor shall conduct HSE assessments of equipment, work environment, and work habits in order to discover conditions that could injure employees and to control and eliminate any hazards found.

A comprehensive survey may cover any of the following, HSE Management System, Risk Management, Job Safety Analysis, Housekeeping practices, Lifting and carrying procedures, Materials storage, Hand tools, Portable power tools, Machine guards , Personal Protective Equipment, Hazardous materials, Fire Prevention, Electrical safety,
Forklift Safety, First-Aid, Safety on Scaffolding, Ladder safety etc.


• Internal HSE Audit:
Internal auditing is an independent, objective assurance and consulting activity designed to add value and improve an SWDA’s operations.  It helps SWDA to accomplish its objectives by bringing a systematic, disciplined approach to evaluate and improve the effectiveness of HSE performance, control and governing processes.

At all SWDA installations, the Auditing Team shall carry out Internal HSE Audits. An Auditing Team should be independent of the installations being audited. An Auditing Team shall  include  HSE  Manager,  Drilling  superintendent  and  /  or  any  other  SWDA Management Personnel who does not belong to that particular installation being audited.

An Internal HSE Management System Audit shall be carried out at a regular interval, not exceeding period of 12 months.

•   Conducting an Audit:

•   The Audit shall begin with an opening meeting, discussing the agenda for the audit.
The opening meeting is an opportunity to discuss the scope of the Audit, procedure and schedule for completing the audit with all personnel involved.
•	Internal Audits shall be conducted through observation of physical conditions, operations, including Contractor Activities under HSE scope, interviewing personnel and reviewing HSE documentations.
•	Actual or potential non-conformities must be agreed by the responsible party of the work area before being recorded in the Audit Report.
•	The Audit shall finish with a closing meeting with all personnel involved in the audit process SWDAhare the Audit findings.

•   Audit Findings:
Verification material must be collected throughout the audit process and recorded in the audit report (e.g. forms, meeting minutes, reports, phoSWDA etc.) All findings must be assigned with a classification and a score.

The Audit Findings shall be recorded in the SWDA Internal Audit Format, Document
No: SWDA-HSE-Format-IA-01.

•  External HSE Audit:

External HSE Auditing is a periodic examination of the HSE performance, control and governing process by an independent third party (the auditor), to ensure that they have been properly maintained, are accurate and comply with established SWDA policies, procedures, standards and local statutory requirements, and give a true and fair view of
the HSE performance, control and governing process.
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To assist in the evaluation of HSE performance, control and governing process, two aspects of External Auditing have been identified:
•   Statutory Audit:
Statutory Audit is a legally required review of the HSE performance. The purpose of a statutory audit is the same as the purpose of any other audit to determine whether an organization is providing a fair and accurate representation of its HSE performance by examining information.

Statutory Audits shall be carried out on all SWDA installations as and when required as per Local Statutory Requirements.

•   Consultancy:
An independent third party audits shall be carried out on all the SWDA installations at regular interval not exceeding a period of 3 Years. An External Auditing Consultancy shall audit independently and submit their report to the management.



  Installation and Hardware Audits: Internal Installation and Hardware Audits:
Internal Installation and Hardware Audits shall be conducted on all SWDA installations to verify the physical condition and asset integrity of the Rig, its structures and Equipment.

The Internal Installation and Hardware Auditing Team shall include Rig Manager and Engineering Team. The frequency of Installation and Hardware Audits shall not exceed 24 months. Following are only the guidelines for the auditing team:
•   Installation Survey:
•	Inspect the installation and structure of the rig i.e. hull, derrick, legs and other static objects, utilizing a comprehensive checklist to determine the condition of the installation and structure.

•   Equipment Survey:
•   Inspect all the equipment on the rig to verify the installation integrity.
•   Examine the Date of Installation of the Equipment on the rig.
•	Study the Equipment History to examine any major modification carried out on the equipment and to identify need of any change in the equipment.
•	Study the Maintenance History to ensure that the maintenance is being carried out as per OEM’s requirement and SWDA policies.
•	Analyze the maintenance policies and procedures to assess the effectiveness of the maintenance program.
•	Ensure that the maintenance program is being implemented on the rig. Evaluate critical spares inventory.
•   Evaluate, examine and test the equipment after major modifications.


•   Compliance Survey:
•	Examine  the  Certification  of  all  the  major  and  critical  equipment  as  per  the contractual requirement.
•	Examine the Certification of all the Safety Equipment as per the local statutory requirements.
•	Verify  the  compliance  of  the  rig,  its  structure  and  equipment  as  per  SWDA Standards, Local Statutory Requirements.

•   DROPS Survey:
•	Identifying  objects  that  are  at  risk  of  falling  from  the  derrick  or  other  raised structures, such as bolts or lifting points that are improperly added SWDAtructural
members, as per SWDA DROPS Program.



•   Marine Safety Survey:
•	Examine  the  fitness  of  the  Marine  Safety  Equipment  as  per  the  statutory requirements.
•	Examine the Emergency Response Equipment,  such  as  ESD,  CO2   System, Lifeboat, Liferaft, Fast Rescue Craft etc., for the fitness and statutory requirements.
•   Verify the Valid Certification of MODU and all Marine Safety Equipment.

After every 5 years or before the start of new contract, the internal auditing team shall conduct the Installation Survey, Equipment Survey, Compliance Survey, Marine Safety Survey and DROPS Survey in order to:
•   Examine the Valid Certification of all the major and critical equipment.
•   Determinate whether the rig can meet the operational requirements.
•   Perform rig equipment and acceptance testing.
•   Formulate a corrective action plan that can be implemented, if required.

External Installation and Hardware Auditing:
External Installation and Hardware Auditing shall be conducted to verify the asset integrity of the rig and its equipment as per the statutory and client requirement. All the major and critical equipment shall be sent to the OEM for re-certification before the start of new

