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To:
HPLC
 

From:
Steve Schneider 

Date:
1/10/2000
Re:
New Work Order Approval Process – Effective 1/10/2000

As a conclusion from the cross-departmental meeting on 1/7/2000, the new work order approval process, as described below, will become effective immediately.  The new work order approval process is designed to help (1) expedite the approval process, (2) evaluate project economics, (3) ensure gas quality specs, and (4) minimize delays between business units.  This new process incorporates an economic model and a new work order form to be used for each prospective project.  

Both the new work order form and the new economic model can be found on the common O drive: (O:/nga/asset/chen)
Project Economics Model:

The facility fee analysis calculates the amount of revenue to the Asset book for new capital investments.  The fee is derived based on the capital expenditure, amortization period, term of the project, total transport and gas volumes, as well as all incremental expenses (e.g., Ad valorem tax, Gross tax receipt tax and incremental O&M expenses).  This calculation is computed on a pre-tax basis.

The project full-cost analysis evaluates project profitability by accounting for all true costs associated with a prospective project.  In addition to the costs captured by the facility fee analysis mentioned above, this full-cost analysis includes the costs of legal, engineering and administrative expenses.  The full-cost analysis evaluates each prospective project on an after-tax basis. The mark-to-market calculation has not been modified from that previously used.  

Will Chen will be responsible for the maintenance and distribution of the economic model.  He will have primary responsibility for revising and refining the various components of the model.  Additionally, he will work with Vance Taylor and Jackie Nelson in maintaining the facility fee reports needed to update the Asset book.

Commercial and Facility Planning Roles:

George Weissman is to ensure that facility planning has reviewed each proposed well-connect deal for gas quality and capacity implications.  Further, each originating sponsor is responsible for ensuring that the contractual specs align with the specs as depicted on the authorized work order.  The new work order form will bring accountability to this process.  The work order will require execution by authorized commercial and facility planning personnel prior to being sent to accounting for processing.  It is the responsibility of the commercial party to complete the gas quality spec section on the work order form prior to facility planning's execution.  Greg Sharp and Nick Cocavessis need to designate who within their staff is authorized to execute on behalf of their group, communicating such to asset management with any limitations to any person's authorization level. 

Work Order Approval requirements:

To sum up, each work order should be submitted with the following documents for management approval: (1) Robert Cook’s volumetric projection forecast (for well connect projects), (2) a facility planning approval sheet, and (3) a copy of the appropriate economic analysis.

If you have any questions or need further clarification, please call. 
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