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Make the most
with what you have.

Today's competitive business environmeant demands that
you take advantage of every opportunity that presents
itself. We can halp you with:

Portfolio Review and Optimization

By assessing your company’s competitive position and

factoring in the impact of industry trends, Skipping Stone

can help you determine the strategy that has the right mix

of acquisition, divestiture and development to best meet
— your goals using your available resources.

Risk Management

Eight years and 150 clients later, we have optimized trading
operations for numerous energy companies to minimize
thelr downside while maximizing their profitability.

Sarbanes-Oxley and FAS 133 Compliance
Skipping Stone can help you develop and implement
control procedures that provide greater efficiency and
More accurate reporting.

Call 281-902-5100 or visit www.skippingstone.com to find
out more about how Skipping Stone can help you squeeze
the most profit from your business.

Energy Deep.
Technology Wide.
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ith oil and gas prices at historic highs throughout 2004,
E&P companies are happy and healthy this year, paying
down debt and returning dividends to shareholders.
Everybody looks like a winner. So, why would any compa-
ny need to call upon a consultant, you ask?

Complying with Sarbanes-Oxley, for one. More confident reserves report-
ing, for two. Facing increased regulatory scrutiny, for three. Sustaining 2004
results if and when commodity prices fall back to more normalized levels.

No matter how exquisite the orchestra is, the musicians fine-tune their
instruments repeatedly and practice every day.

There is a larger force at play here as well. Energy executives must always
look to the long term—to a future of increased U.S. oil and gas demand while
domestic production becomes harder and more expensive to sustain, espe-
cially when coupled with a soon-to-be-smaller workforce. They are asking
themselves where they need to take their strategy next in order to continue
increasing their reserves and production, and at the same time, sustain
returns that will continue to attract investors.

Business transformation and optimization never go out of style.

This directory is meant to point you in the right direction toward business
consultants and professional service providers that guide companies to suc-
cess.

—Leslie Haines, Editor-In-Chief




To the oil and gas industry,
we offer premium advice
with full service.

Ernst & Young is a global leader in the oil and gas industry.
Our hand-picked group of professionals has deep experience
in risk, tax, and transactions. And we maintain a global industry
presence with significant resources concentrated in important
energy centers. We have the information and advice you need,
when and where you need it. ey.com/us/oilandgas

Ernst & Young is proud to be the premier sponsor of the
IPAA 75th Anniversary Publication.

Audit - Tax - Transaction Advisory Services i’l ERNS T& YOUNG

Quality In Everything We Do

©2004 ERNST & YOUNG LLP




OPERATING MARGINS

Gulf Costs

Employing process changes on four offshore platforms, Shell bridged the gap between rising costs

and declining output.

ARTICLY BY BARRY SAMRIA

uture prospects aside, some Gulf of Mexico pro-

duction companies have more immediate con-

cerns around efforts to control costs while trying

to maximizing throughput. It is becoming more

difficult to maintain lifting costs with some of their
mature and deepwater fields declining potentially by almost
one-third year over year.

How does an operator address declining production and
rising costs, not only from more mature assets, but also from
the more modern deepwater assets?

Shell, one of the largest Gulf producers, implemented an
efficiency improvement program in 2001. The program
looked at increasing throughput from existing assets, with-
out the need for additional capital expenditure, while
simultaneously reducing operational spending to reverse
the trend of ever-increasing lifting costs.

Before the program was rolled out across all offshore and
onshore assets, it was piloted across two asset groups that
were representative of its mature offshore portfolio. Four
platforms were included in the pilot program: two small and
a larger “shelf” platform, along with a deepwater tension leg
platform (TLP).

Throughput challenge

Prior to implementation of the pilot program, the organ-
ization had already developed a more robust model to bet-
ter define the theoretical maximum throughput possible,
taking into consideration all given factors, such as reservoir,
wells, facilities and export pipelines.

This was very important since the operators have to be
confident that the production forecast and the daily pro-
duction target are both realistic and achievable. This would
provide the bedrock for process and key performance indi-
cators (KPIs).

As soon as the program’s implementation team began
working offshore with the operations teams (production
and maintenance), one of the first priorities was to develop
and implement “short interval controls” or SICs to review
critical process equipment at rigorous and regular intervals,
helping minimize variability, thereby improving throughput
by enabling better control of the processes.

The SICs were developed using Excel spreadsheets with
macros, and the simplicity helped foster ownership of the
tool with the operators.

For the program implementation team, the key for devel-
oping comprehensive process SICs was to understand the
critical elements of the process that had most recently been
the cause of trips, equipment downtime and/or production
losses. After the critical elements were identified, upper and
lower operating parameters were set well within the current
recommended operating parameters.
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Spreadsheets were then developed and given to the oper-
ators who were asked to track the identified elements at
defined intervals necessary to maintain better control—the
goal being to prevent platform or equipment trips, thus
minimizing and reducing production losses, which resulted
in greater process stability.

Another benefit of greater process stability is that it cre-
ated a more proactive approach to preventative mainte-
nance and asset integrity, allowing for reductions in operat-
ing costs by reducing costs of materials and better utiliza-
tion of manpower.

SICs continue to be reviewed by the production operators
during their daily meetings to identify and understand
issues that arose during the previous day and the actions
that were taken to remedy non-compliance of critical equip-
ment. This tool and process is now considered a critical aid
in the development of the capability, knowledge and skills
of the operations workforce.

Another direct benefit of the process SIC is that they have
allowed for faster integration of new operators and also rap-
idly reduced training times for new personnel.

Since implementing process SICs, the results achieved
have been outstanding. Record runtimes (days without a
trip) have been achieved on nearly all platforms and asset
utilization on the whole, ranging between 96% and 99%
consistently.

Increased production and greater stability of processes
aside, other additional benefits have also been evident,
including a greater level of stability and accuracy in the pro-
duction forecasting process, and an increased understand-
ing and knowledge among operators of the platform’s criti-
cal equipment and nuances.

Additionally, there is better and more accurate coding of
deferment, which in turn allows better “root-cause failure
analysis” to be conducted and actions more likely to prevent
other such occurrences.
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OPERATING MARGINS

I
As management teams from any
organization can attest, changing

and sustaining new behaviors

iS never easy.
I

Driving down costs

A number of different operational expenditure areas
were identified that could potentially deliver enormous cost
benefit savings across the organization including call-off
contractors, numbers of operational hourly and supervisory
staff required to operate the platform, logistics, chemicals
and materials.

Chemical costs. Utilizing similar principles in the devel-
opment of the process SICs, chemical SICs were developed
and rolled-out to track usage of all chemicals and under-
stand the impact of likely conditions on chemical injection
rates during any given day.

The frequency of the chemical SIC was considerably less
than that for the process SIC. Again, as with the process
SIC, the output of the chemical SIC would be shared and
discussed during the daily meeting to understand if and
why volumes greater than or less than planned had been

injected during the previous day.

On each crew, one operator was nominated as the
“Chemical Champion.” The chemical champion would be
accountable for ensuring that the chemical SICs were being
populated in a timely manner each day, and an under-
standing had been developed for any unusual events that
necessitated an increase or decrease in chemical injection
rates. If any unusual events occurred, they would be shared
with the team during the daily meeting.

Not only were chemical costs reduced 40%, but the levels
of expertise developed by the platform operational staff in
a very short period of time continue to serve the organiza-
tion well in challenging chemical vendors with their recom-
mended injection rates. As a result, all platforms that use
large quantities of chemicals have achieved sizable reduc-
tions in their budgeted chemical spend.

Contractor spending. The program implementation
team recognized very early the considerable scope and
potential to positively impact contractor spend. To this end,
the team developed a “contractor management process and
system.” The process primarily developed a framework to
help better manage the call-out of contractors.

There are two key aspects to this system: it helps facilitate
a decision on whether the work can or should be done with-
out the need for a third-party contractor; and if a contrac-
tor is called out, it enables the team to more proactively
manage the cost and quality of delivery from the contractor.

This process is designed to ensure absolute clarity of roles
and responsibilities as well as expectations for all parties.
The process also proactively facilitates the entire transac-

ludgment, experience, and dafa are the foundation af an
N5AL evaluation, When it is NS&) cerlified you can count on a

il and lair inventory of reserves and cash llow.

METHERLAND, SEWELL & ASSOCIATES, INC.

NSAI CERTIFIED.

Because There Is & Difference
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tion from the decision to call to the completion of the per-
formance evaluation of the entire transaction. Equally
important, it is not only the performance of the contractor
that is being evaluated, but also the performance of the per-
son doing the call-out and responsible for the contrac-
tor/vendor while on site.

This includes being fully prepared to receive the third
party by ensuring work permits and materials are ready, and
all planning and scheduling is complete—everything that
needs to be done to ensure that the third party completes
the work to schedule and no additional costs are incurred.

The dual party evaluations conducted at completion as
part of the process ensure that learning is being captured
and shared from these interactions and will continue to
provide valuable lessons for both parties and improve the
levels of cost, quality and service.

The system has enabled Shell to more efficiently and
effectively utilize contractors, and subsequently reduced
contractor spend considerably. The outcomes seen on this
project with developing and implementing a contractor-
management process and system are very similar to the
results delivered in other geographies and organizational
cultures.

Maintenance. Utilization of new tools and methodologies
to maximize efficiencies in production and contractor
spend were mirrored within the maintenance organization.
The implementation of a new scheduling and planning
process delivered considerable gains in resource utilization.

The ratio of preventative/corrective maintenance greatly
improved, both on mature and the more modern deepwa-
ter assets. Backlogs have been dramatically reduced and are
stable at pre-determined levels with daily and weekly sched-
ule compliance consistently above 90% providing greater
levels of stability and certainty for the maintenance teams
during their working day.

Other costs. The project teams have made considerable
inroads in other cost categories as well. There have been
cost reductions of air logistics and materials as well as
reductions in numbers and composition of operations
teams.

The project team implemented tools and processes that
provided greater visibility of breakdowns of total costs in
the areas of concern. By engaging and empowering the
wider operations community and providing visibility of cost
structures, the impact of individual actions on these areas
of cost generated accountability within the wider group for
individual areas of cost, resulting in the total cost base
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could being impacted in a surprisingly short period of time.

Behavioral change

The key to any successful change-management program
is the behavioral change necessary to truly deliver the full
potential of identified benefits and equally important, sus-
taining those benefits through the disciplines of continuous
improvement.

As management teams from any organization can attest,
changing and sustaining new behaviors is never easy. It is, in
fact, an inherently messy and difficult process that will usu-
ally be the cause of some casualties within the organization.

During the implementation phase of Shell’s change pro-
gram, it was important to be cognizant that the goal was to
drive sustainability for all aspects of the change program.
The challenges that the organization was going through
demanded a more holistic approach. In designing the
implementation program, many different facets that creat-
ed value for the organization were considered.

Early on in the project, the implementation team devel-
oped the vision that delivering sustainable results can only
happen with requisite change in behaviors, driving people
to look at the business in a much more structured and
focused manner.

Sustainability of change

During the early days of the implementation there were
three key tools that were utilized to this end: the emotional
cycle of change, a system-implementation schedule and a
sustainability pyramid—a set of actions that constantly and
consistently drives the organization towards constant, con-
tinuous improvement and sustainability of the program and
the results.

As a result, Shell continues to utilize these tools in a man-
ner that is likely to ensure sustainability of the program and
its continuing results. Every organization is capable of
delivering the results that were achieved by Shell, but to do
so, one question needs to be answered adequately by the
management team: What are your drivers for change, and
do you want it badly enough?

Barry Samria is a client partner at Celerant Consulting special-
wzing in the ol and gas sector with more than 10 years of experience
in process improvement primarily in the North Sea and Gulf of
Mexico. (Note: The Sustainability Pyramid is a trademark of
Celerant Consulting.)

SNIDUV|A DNILVHIdO



DEAL-MAKING

Going Where Others

Fear to Tread

A number of insurance instruments can give buyers and sellers more comfort when energy assets
change hands. Here is a rundown of some useful tools.

ARTICLE BY JOHN LUDWIG

o be successful in today’s merger and acquisition
environment, a company has to be agile and first
in line. M&A professionals need to have all the
tools necessary to be in and out of deals as quick-
ly as possible.

Traditionally, most acquisitions take the form of an exqui-
site dance. The seller attempts to lessen real or perceived
problem with an asset to ensure the highest value, and the
buyer likes to make the impairment seem as big as possible
in order to reduce the purchase price and protect for
unknown liability.

Both parties dance with the issue, many times walking
away from the deal because one side or the other cannot be
comfortable with the price and exposure to risk. In the end,
nobody wins.

“Gone are the days when you can show up at a cocktail
party or get a CD in the mail and make a deal,” said George
Solich of Cordillera Energy Partners, speaking at the Oil
and Gas Investor forum, A&D Strategies and Opportunities.
“We are going to have to get back to the creative nature of
the M&A business, get back to digging long and hard for
opportunities.”

There are opportunities to be had that may have some
impairment, so have not seen the light of deal flow. The real
question is, “How can a company take advantage of these
opportunities without staying awake at night worrying about
long-term liability?”

Insurance, used correctly, has the ability to enhance and
even make it possible for companies to look at opportuni-
ties that have long-term liability issues.

The concept of transferring liability is not new; however,
most great solutions are seldom remembered in the heat
of negotiations. Often the insurance industry is of little
help when doing tougher and riskier transactions.
However, with a little thought, legwork and creativity, it
can be used by those involved in M&A as another tool to
close on those opportunities others have long written off
as too difficult.

All involved in M&A should never shy away from poten-
tial opportunities that have issues. We would suggest look-
ing for opportunities that have some level of distress due to
potential long-term liability issues. The most common issues
we experience associated with M&A activity are:

* Environmental liability,

® Pending or prior litigation,

¢ Plugging and abandonment liabilities, and

® Representation and warranties insurance.

Environmental liabilities

In many cases, opportunities for acquisition can have sig-
nificant potential for known and unknown environmental
liabilities such as polluted sites, long-term cleanup prob-
lems and site abandonment issues. We can admit we work in
a historically messy industry with operations that can have
an impact on the environment. To this end, there are ways
a company can identify and transfer these risks to an insur-
ance company.

It is no longer necessary to make environmental issues a
“make or break” part of the negotiation process. There are
insurance programs available that can indemnify the buyer
and seller for known and unknown conditions that may
exist on production leases and facilities.

Pollution Legal Liability (PLL) helps protect against envi-
ronmental risks, presenting flexible solutions to regulatory
obligations, purchase-and-sale agreement requirements,
lender requirements, and board of director’s objectives.
PLLs can provide environmental insurance coverage for
losses from on- or offsite pollution conditions for an owned
or operated property, when such conditions are pre-existing
and unknown.

Coverage for losses arising from future conditions creat-
ed during the operation of a facility can also be purchased.
Losses from pollution conditions can be triggered by gov-
ernment orders, third-party claims or first-party discovery,
any of which can be unpredictable and difficult to quantify
in the M&A process.

The PLL suite of products transfers environmental liabil-
ities to the insurance company, helping potential buyers
and sellers achieve a level of comfort that conditions and
obligations will be satisfied. Each policy can be individually
written to match the requirements set forth in the purchase-
and-sale agreement, as well as indemnify both buyer and
seller.

Cleanup Cost Cap Insurance The CCC insurance policy pro-
vides coverage to cap potential and ongoing environmental
clean-up costs, therefore mitigating the uncertainty inher-
ent in forecasting pollution remediation costs.

The policy covers the buyers or sellers for cost overruns
associated with the clean-up of known contaminants, as well
as optional insurance for costs associated with clean-up of
newfound contamination at the site. No longer is it neces-
sary to exclude ongoing and potential cleanup projects
when considering an opportunity.

Environmental Protection Programs This policy offered by
specific insurance carriers is a unique and flexible insur-
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ance program that companies can use to manage their
environmental liabilities. These policies combine tradition-
al environmental insurance coverages, such as CCC cover-
age or PLL insurance, with discounted funding techniques
for existing liabilities. The EPP is designed to meet specific
financial and risk management objectives of the buyer or
seller.

Pending and prior litigation

Director and officer concerns, securities litigation,
employment practices issues, third-party damage suits and
successors liability challenges might crop up to hinder the
successful closing of a deal. However, pending and prior lit-
igation insurance enables companies to manage the nega-
tive financial impact of a wide range of events, including lit-
igation involving large uninsured and underinsured liabili-
ties and complex operational issues. Such events may
impede successful closure of merger and acquisition trans-
actions, hinder value creation, or stand in the way of need-
ed financing.

Pending and prior litigation insurance can be vital to
companies encountering the uncertainties associated with
material litigation. Some possible uses include:

¢ Transfer liabilities to an insurance company, enabling
the buyer or seller to eliminate operational obstacles and
advance growth strategies.

¢ Cap future financial risk, clearing the way for a buyer or
seller to pursue a business or merger and acquisition
opportunity previously blocked or impeded by unresolved
claims or litigation.

® Quantify the future value of liabilities resulting from
third-party claims or litigation, so that these liabilities can
be effectively managed.

® May permit public disclosure of an insurance solution
for an ongoing litigation exposure. Helps to mitigate poten-
tial violations in lending agreements that might result in
the loss of impairment of your credit line.

Plugging and abandonment issues

This is the sleeping giant for the oil and gas industry. As
U.S. production continues to mature, the issue of P&A lia-
bility is not going away. In this vein, many operators who
have significant holdings are unwilling and sometimes
unable to see clear of divesting their properties due to fears
of long-term liability. Faced with this “either-or” decision,
many choose to sit on the properties rather than take the
risk of divestiture.

But, a program is available that can make a seller more
comfortable with a potential buyer. An alternative to a tra-
ditional surety approach, it is designed to provide a long-
term financial assurance program to support potential P&A
financial assurance requirements. Presently, the traditional
bond markets can require up to 100% cash collateral on
this type of bond. Couple this with the ever-increasing cost
of surety— ranging from $12 to $15 per $1,000—can keep
buyers away form the properties and sellers holding them.
This alternative program can provide a number of specific
benefits over the traditional approach, including significant
risk transfer and measurable cost savings.

The program is structured to have an insurance policy
act as security for the requested P&A bonds. It will provide
the current financial assurance along with any increases
that may be required over the policy term, provided that
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the remaining limit of liability of the policy is sufficient to
cover the required costs.

The proposed policy will pay the actual P&A costs, sub-
ject to the limit of the policy, provided that the bonds have
not been drawn. If the bonds are defaulted, then the insur-
er will pay all P&A costs subject to an overall aggregate limit
equal to the face amount of the bonds.

This allows smaller operators to take on larger areas of
operations with significant P&A costs, thereby assuring larg-
er sellers that the buyers have the financial capability to
provide adequate indemnity.

This program offers a number of specific benefits when
compared to a typical bond arrangement in the current
surety market. These are outlined here.

The program is designed with the benefit of regulatory
risk transfer in mind. The limit of liability on the P&A poli-

We can admit we work in a historically

messy industry with operations that

can have an impact on the

environment. There are ways an E&P

company can identify and transfer

these risks to an insurance company.

cy can provide coverage in excess of the current bond
requirement. This risk transfer benefit will respond in the
event that the actual cost of plugging and abandonment
exceeds the anticipated amount due to unexpected condi-
tions or changes in the regulatory requirements.

Depending on accounting treatment of the premium by
tax advisors, some or all of the premium paid may be
deducted as an expense.

Funds placed in the Experience Account will earn inter-
est in a tax-deferred environment.

The insured is able to secure a long-term financial assur-
ance program to support the required surety from a AAA-
rated company.

The bond rates for the surety will be locked in for the
term of the program at the lowest filed rates available.

The Experience Account will be readily available to
finance plugging and abandonment as it occurs in the
future. This mechanism is easier and provides access to
funding more efficiently than a traditional surety-backed by
collateral.

In the event a smaller producer would like to take on sub-
stantial P&A liability from a major or a large independent,
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DEAL-MAKING

All of these insurance solutions can

take some time to put in place, so the

earlier a risk management advisor can

join the process, the better the resuit.

comfortable with the risk of plugging wells. This can work
best in those instances where there is a substantial amount
of liability with P&A of wells onshore or off.

We see a trend of smaller operators taking on older
properties from majors and offshore operators. This is a
perfect way to be first in with assurance that the buyer has
the ability to meet long-term liabilities, therefore making it
easier for sellers to release properties.

Representation and warranties

Representation and warranties insurance protects a buyer
or seller from financial losses resulting from inaccurate rep-
resentations and warranties made in connection with a vari-
ety of business transactions, especially mergers and acquisi-
tions. Although this is a relatively new product, each year
more companies and their advisors develop a better under-
standing of how representations and warranties insurance
can facilitate transactions and creatively transfer risk.

Recently, for example, we have experienced growing
interest in the product from private equity and venture cap-
ital firms that are divesting their portfolio companies; bid-
ders in auction situations; financially distressed companies
selling assets, divisions or subsidiaries; and individuals and
families selling closely held companies.

All of these insurance solutions can take some time to put
in place, so the earlier a risk management advisor can join
the process, the better the result. One thing is certain: in
today’s M&A environment, everyone has to be more cre-
ative, quick and agile. This will require a change of the rules
surrounding buying and selling properties. Remember to
take all of your resources with you to the deal. Consult your
insurance professionals and allow them to help you to go
where others fear to tread.

John Ludwig is a partner in EnRisk Services Inc., an insurance
brokerage firm specializing in energy-related risk management and
msurance, based in Fort Worth, Texas. He may be contacted at
Jludwig@envriskservices.com.

Is it time for a knowledgeable solution to your
accounting, audit, and tax service needs?

There is no substitute for the years of in-depth industry
experience of Grant Thornton's dedicated professionals.

Our industry-specific services include:
e Assurance services * Due diligence

e Tax consulting e Mergers and acquisitions
e Tax compliance e Initial public offerings

e International tax e Private placements

L[]

Transaction support e Sarbanes-Oxley compliance

To leverage Grant Thornton’s expertise to your specific
needs, contact a Grant Thornton oil and gas practice leader:

Houston - Ed Davis - 832.476.3617
Oklahoma City - Ted North - 405.218.2810
Tulsa - Derek Reiners - 918.877.0855
Denver - Brett Lewis - 303.813.4008
Wichita - Dan Meyer - 316.383.3209

Our professionals know the oil and gas industry.
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To receive your complimentary copy of the Grant
Thornton Survey of U.S. Independent Oil and Gas
Companies, go to www.grantthornton.com. Look
for our latest survey findings January 2005.

Grant Thornton &

A passion for the business of accounting™
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SARBANES-OXLEY

Beyond Financial Reporting

Energy companies can use Sarbanes-Oxley Section 404 on the operational side, to monitor and
fix problems before they show up in the financial results.

ARTICLE BY CHARLES SWANSON AND MARCELA DONADIO

ho would have predicted that signifi-

cant help in managing risk would come

from such an unlikely source as Section

404 of the Sarbanes-Oxley Act? But, by

voluntarily extending this model from
financial reporting and control to operational reporting and
control, forward-thinking oil and gas companies may more
effectively uncover and manage regulatory and business
risks, resulting in increased investor confidence.

The scramble is on: many public companies have staffed
up internally and hired outside resources to comply with
Section 404. From now until the end of the year, companies
will consume much in the way of time, manpower and
money documenting, testing and evaluating their internal
control structures and procedures for financial reporting.
An Ernst & Young survey of 100 major businesses finds that
70% of companies anticipate investing at least 10,000 hours
complying with Section 404. Moreover, a survey by Financial
Executives International finds that responding companies
expect to pay an average of $732,100 for external consult-
ing, software and other assistance to comply.

For most companies with fiscal years ending on or after
November 15, 2004, the end product of these significant
investments may result in an internal control report from
management that accomplishes two key objectives. First, it
will help confirm management’s responsibility for establish-
ing and maintaining an adequate internal control structure
and procedures for financial reporting. Second, it will help
assess how well the structure and procedures work. The
company’s external auditors must attest to, and report on,
management’s assessment.

When it’s all said and done, management at most com-
panies will likely breathe a sigh of relief, be glad it’s over,
put Section 404 activities on the shelf for a while, and move
on to more invigorating activities.

However, through our audit and compliance work with
energy companies, it has become clear that forward-looking
companies should consider taking the logical next step of
extending the Section 404 framework from the financial
side of the house to the operational side.

Yes, that’s right, voluntarily extend Section 404 imple-
mentation.

Making the most of your investment

The overwhelming perception most executives have of
Sarbanes-Oxley is simply that it is a cuambersome regulatory
requirement. But all this compliance has a most definite
upside as well. It would be a shame—and a missed opportu-
nity—for companies to make this tremendous investment in
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The upside lies in taking the expertise
developed in documenting, measuring
and testing financial controls and

applying it to operations.

|
Section 404 compliance and not extract additional value
from it.

The upside lies in taking the expertise developed in doc-
umenting, measuring and testing financial controls and
applying it to operations.

In many ways, it is no more than the logical next step. We
believe that those who translate everything they’ve learned
on the financial side of the house to the operations side will
emerge from the 404 process the strongest.

The need for better operational control and reporting
has never been greater for energy companies. Regulations
have rarely been more complex, the commodity price out-
look is hugely uncertain, and the need for experienced
operational and executive talent has never been greater. All
of these factors, not to mention the capital-intensive nature
of the energy business, point to increased need for vigorous
risk management practices, policies and procedures.

The dawning of Section 404 financial reporting presents
a golden opportunity for management teams to put process-
es in place that manage risk from its origin—operations.
Without thorough operational control, true financial con-
trol may be difficult to attain.

In all but the most sophisticated companies, operational
controls traditionally have been underdeveloped compared
with the financial side. The group most often charged with
operational controls, the internal audit team, usually focus-
es on compliance, instead of the operational issues that ulti-
mately affect financials. This focus on compliance and
financial controls will only grow as internal auditors plunge
into Section 404 implementation.

In many companies, oversight of operational processes
and controls is scattered throughout the organization. More
often than not, the job of mandatory operational report-
ing—to various state and federal energy, health and safety,
and environmental regulatory agencies—falls on different
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ATTXO-SINVIUYS



teams in the organization such as human resources. By
default, these departments within a company become the
keepers of various bits of data and information and report
them to regulatory agencies on a regular basis. Because it
lacks systemic control, standardized processes, and over-
sight, this ad hoc reporting style can create significant risks.

As a result, internally driven challenges to what organiza-
tions are doing operationally are often non-existent. We see
a lot of upward reporting going on, but not a lot of peer
review or systematic checks and balances. And it’s only
through those approaches that gaps can be uncovered and
addressed before they create problems.

In many ways, Sarbanes-Oxley is forcing companies to be
more forthcoming and expose their financial control risks.
However, to truly control financial risks, companies should
think about looking even deeper and identify the opera-
tional risks from which their financial risks emanate. The
principles of Section 404 can give them the tools to do so.

The payoff: fewer surprises

Having stringent operational control and reporting
processes in place can alert management to potential trou-
ble spots long before their effects show up in financial
statements. There is a very clear and close link between
operational and financial reporting. Financial reports are
simply a reflection of what has happened in operations.

Unfortunately, management’s first look at what hap-
pened operationally frequently occurs when the financial
statements are produced a month or a quarter later. When
the results aren’t what they’d expected or hoped for, they
then try to fix the problem, and it’s too late. In essence, we
find that management works backward from the financial
statements.

Having operational controls and processes in place, doc-
umented and monitored, would serve as an early warning
system. This would allow management to address what is
happening operationally on a more real-time basis. Long
before financial statements are produced, management
would recognize that things aren’t going as anticipated and
take corrective action.

We believe that many of the recent headline-grabbing
corporate scandals and failures might have been prevented
or mitigated with better operational controls and oversight.
With better operational controls, management at these
companies could have known early on that they had a fun-
damental business problem developing and could have
acted on it, avoiding all of the tragedy that followed.
Unfortunately, they didn’t understand what was happening
in their companies operationally, and, by the time they dis-
covered it, they didn’t have enough time to manage it.

So many risks, so little time

Companies that determine to extend Section 404 beyond
financial reporting will immediately be faced with a daunt-
ing task: deciding where to start.

Most oil and gas companies face no shortage of opera-
tional risks, and there are essentially four ways to address
them:

¢ Insuring them,

* Hedging them,
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¢ Learning to live with them because they don’t pose a
threat for significant loss, and

e Mitigating them through improved operational and
financial controls

Because it’s impossible, and probably unnecessary, to
address every risk, we suggest using two criteria for identify-
ing those to tackle immediately. First, try to zero in on the
critical “handfuls” that pose the most significant potential
for loss. Second, consider addressing those that lend them-
selves to mitigation by improved internal controls. This
would include defining and mapping the process as it cur-
rently exists, defining what it ideally should look like, and
implementing a plan to fill in the gaps.

Internal audit employees are the likely candidates to
make suggestions to management for implementing 404-
like practices in operations. But to do so, they will need to
create 2 new model for developing, implementing and
monitoring operational controls. This is a revamp that is
long overdue in most companies. In the future, the internal
audit groups that deliver the most value to their organiza-
tions will be those that offer innovative solutions to opera-
tional control problems.

Though each company faces a unique set of challenges,
there are a handful of likely candidates for Section 404-like
documentation, review and testing at most oil and gas com-
panies. For example, recent events at several large energy
companies have put the issue of reserve estimates in the
headlines. Given the decreases in shareholder equity and
stock prices that follow asset write-downs resulting from
faulty reserve estimates, the process of evaluating and
reporting reserves could be a prime candidate for mitiga-
tion through improved internal controls at many energy
companies. Companies should clearly define the personnel,
data and technology involved in calculating these estimates,
then test their reliability.

Another operation fraught with uncertainty is the man-
agement of seismic, geologic, and engineering data. Energy
companies tend to collect enormous amounts of data about
their producing fields. Although some companies have
standardized processes for continuously updating, inter-
preting and using this data, we find that most do not. It’s a
haphazard process at best. A sobering consideration is that
such haphazard processes may be driving multi-million dol-
lar capital expenditure decisions.

Who will lead the way?

Because recent business failures and scandals have creat-
ed an environment that puts internal operational controls
under the microscope, it’s logical to think that many com-
panies will embrace this idea. But that’s not likely to hap-
pen.

Managements are so focused on the 404-implementation
deadline—and many are so far behind schedule—that they
won’t deal with the issue of operational controls until
another scandal happens.

If Section 404-weary management does not lead the
charge to extend this concept to operational controls and
reporting, the call for stronger internal controls will likely
come from boards of directors, audit committees, investors,
rating agencies and other stakeholders.
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To date, the investment community has not placed a The irony is that, for companies consumed with the
great deal of emphasis on strong operational controls. But  Section 404 compliance flurry, a promising solution for
it reacts negatively to financial reporting control failures,  addressing their operational controls could be right in

often not realizing that these failures usually result from the
lack of operational controls. Investors and other con-
stituents of these companies need to be educated about the
importance of operational controls so they will begin to
place a premium on organizations that are well-managed
and have best-in-class operational controls.

Sarbanes-Oxley in a nut shell

Sarbanes Oxley was signed into law July 30, 2002. It con-
sists of Title | through Title XI. It provides a framework requir-
ing many additional rules from the SEC.

Title I: Creates an accounting oversight board super-
vised by the SEC to regulate audit firms

Title II: Strengthens auditor independence with
restrictions on consulting services.

Title III: Strengthens audit committees and requires
officer certification of financial statements.

Section 301 makes the audit committee responsible for
the auditors, requires that audit committee members be
independent, requires that the audit committee have in
place procedures for receiving and addressing complaints
about accounting, auditing or internal controls including
a requirement that allows anonymous submission of con-
cerns, requires funding for audit committees to hire advi-
sors, and designates the entire board as the “audit com-
mittee” if a committee isn’t designated.

Section 302 requires CEO and CFO certification of
financial reports.

Section 303 makes it illegal to coerce, manipulate or mis-
lead the auditors.

Section 304 requires that officers repay certain compen-
sation received during any period of non-compliance.

Section 305 allows the SEC to bar certain individuals
from serving as an officer or on the board of a public
company if they are “unfit” and allows the SEC to recoup
more than compensation received from officers that vio-
lated the laws.

Section 306 prohibits insider trading during periods
when retirement plan participants can’t trade.

Section 307 requires attorneys to notify the board of offi-
cer misconduct.

Section 308 makes penalties available to reimburse
harmed investors.

Title IV: Disclosures

Section 401 requires material off-balance sheet transac-
tions to be reported in quarterly and annual reports and
requires that the SEC issue rules for use of non-GAAP
data.

SEC Release 33-8176 includes Regulation G (Reg G)
which provides the rules regarding non-GAAP disclosure
and the release also requires that all earnings press releas-
es be submitted on Form 8-K. Generally, Reg G Prohibits
non-GAAP disclosure that are misleading

Requires that non-GAAP measure be reconciled to the
comparable GAAP measure.
(www.sec.gov/rules/final/33-8176.htm) and
(www.sec.gov/divisions/corpfin/faqs/nongaapfaq.htm)
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front of them.

Charles Swanson is Americas director of the Ernst & Young Ol
& Gas industry practice. Marcela Donadio leads the energy risk
management practice. They are both based in Houston.

Section 402 prohibits officer and director loans.

Section 403 amended Section 16a of the Securities
Exchange Act of 1934 to accelerate reporting of insider
trades to two days. down from 10+ days. As of July 30,
2003, trades must be reported electronically, the SEC
must post filings on the Internet within one day of receipt
and companies must post on their website if they have
one. This is the Forms 3, 4, & 5 link also called Section 16
filings on the website.

Section 404 requires management assessment of inter-
nal control systems. This is the “big thing” auditors are
talking about, but assessing internal controls was always
supposed to be part of an audit.

Section 405 exempts registered investment companies
from some of these rules.

Section 406 requires companies to disclose their officer
(CEO, CFO, Controller) code of ethics or why they don’t
have one in their annual filing. Any change or waiver in
the code of ethics must be filed within 5 days in an 8-K or
alternatively can be disclosed on their website, if their last
10-K said they would disclose this type of information on
the website.

Section 407 requires a company to disclose if it has an
expert on the audit committee in the annual filing (10-
K).

A financial expert: understands GAAP; can apply
GAAP; has experience in/with a comparable company;
understands internal controls and understands audit
committee functions.

Has relevant experience.

Section 408 requires the SEC to review filings regularly
and systematically (at least every 3 years)

Section 409 requires current disclosure in plain English
of material changes in financial condition. The SEC can
determine how these disclosures should be made.

Title V: Requires the SEC, a registered securities asso-
ciation or national securities exchange to adopt rules
designed to address analysts’ conflicts of interest.

Title VI: Gives the SEC money to carry out this new law
and gives the SEC more authority to enforce its rules.

Title VII: Directs various government agencies to con-
duct studies and issue reports on topics such as the effect
of consolidation of accounting firms, the role of credit
rating agencies in the securities markets and other issues.

Title VIII: Address penalties and sentencing guidelines
for violation of securities law and creates whistleblower
protections.

Title IX: Increase penalties for white collar crime.

Title X: Suggests or requires (?) that the CEO sign the
tax return.

TitleXI: Strengthens laws used to prosecute for obstruc-
tion of justice (document shredding).
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ndex of
ervices

Accounting, Tax & Audit
Deloitte & Touche LLP

Ernst & Young LLP

Grant Thornton LLP

KPMG LLP

Quorum Business Solutions Inc.

Employment Placement Services
Energy Careers Inc.

Korn/Ferry International

Oil Executive International Ltd.

Preng & Associates

The Energists Ltd.

Insurance
EnRisk Services Inc.

Legal

Bracewell & Patterson LLP
Chadbourne & Parke LLP
Fulbright & Jaworski LLP
Gaffney, Cline & Associates Inc.
Godwin Gruber LLP

Porter & Hedges LLP
Strasburger & Price LLP
Thompson & Knight LLP

Management & Business Advisory
Accenture

Ammonite Resources

BearingPoint Inc.

Cambridge Energy Research Associates
Cap Gemini Ernst & Young

Capgemini U.S. LLC

Celerant Consulting

Cal

Charles River Associates

Deloitte & Touche LLP

EDS

Emerging Markets Finance International LLC
EnerCom Inc.

Gaffney, Cline & Associates Inc.

Huron Consulting Group

IBM Business Consulting Services
Insurance Certificate Administrators
James Miller & Co. Inc.

Portfolio Decisions

Preng & Associates

Skipping Stone Inc.

Spencer Stuart

Taylor-Dejongh Inc.

Warlick International

Wood Mackenzie
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Petroleum Consulting

Advanced Resources International Inc.
Ammonite Resources

Brammer Engineering Inc.

Cambridge Energy Research Associates
Cap Gemini Ernst & Young

Capgemini U.S. LLC

Celerant Consulting

Charles River Associates

CMG Petroleum Consulting

DeGolyer and MacNaughton

Deloitte & Touche LLP

EDS

Energy Careers Inc.

Energy Security Analysis Inc.

Fekete Associates Inc.

Gaffney, Cline & Associates Inc.
Gordon L. Wright Consulting

Groppe, Long & Littell

Gustavson Associates

H.J. Gruy & Associates Inc.

IBM Business Consulting Services
John S. Herold Inc.
Landmark/Halliburton Energy Services
LaRoche Petroleum Consultants Ltd.
Lee Keeling and Associates

McDaniel & Associates Consultants Ltd.
Netherland, Sewell & Associates Inc.
PFC Energy

Qittitut Consulting

RW. Beck Inc.

Ralph E. Davis Associates Inc.

Ryder Scott Co. LP

SAIC Consulting

Schlumberger Data & Consulting Services
Sproule Associates

The Energists Ltd.

The Scotia Group Inc.

Wood Mackenzie

Ziff Energy Group

Software & IT Design/Implementation
BearingPoint Inc.

Cap Gemini Ernst & Young

Capgemini U.S.LLC

Cal

Deloitte & Touche LLP

EDS

Fekete Associates Inc.

IBM Business Consulting Services
Landmark/Halliburton Energy Services
OpenLink

Qittitut Consulting

Quorum Business Solutions Inc.

SAIC Consulting

Skipping Stone Inc.

Tobin International Ltd.
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Accenture

Management & Business Advisory

accenture.com

Accenture’s energy industry group helps upstream, downstream and oil-
service clients improve business performance by exploiting new technolo-
gies, fostering business process change, and providing a variety of out-
sourcing capabilities.

David Mowat, david.mowat@accenture.com, 44-161-435-5203

Ed Fikse,ed.j.fikse@accenture.com, 469-665-5777

Raja Thuraisingham, raja.thuraisingham@accenture.com, 66-2-636-1616

Advanced Resources International Inc.

Petroleum Consulting

adv-res.com

Petroleum geology and engineering services especially unconventional
resources—EOR, tight gas, coalbed methane, gas shale.

Vello Kuuskraa, President, vkuuskraa@adv-res.com, 703-528-8420
Scott Stevens, Marketing Dir., sstevens@adv-res.com

Scott Reeves, Sr. VP, sreeves@adv-res-hou.com, 713-780-0815

Ammonite Resources

Petroleum Consulting

Management & Business Advisory

ammoniteresources.com

Ammonite Resources provides worldwide technical geoscience, economic
and business due diligence for investors in petroleum and minerals; capital
formation advisory services, M&A; and expert-witness litigation support.

G. Warfield Hobbs, Managing Partner, 203-972-1130

John Powell, Sr. Consultant

Mary Van Der Loop, Sr. Geologist, 281-494-0659

BearingPoint Inc.

Management & Business Advisory

Software & IT Design/Implementation

bearingpoint.net

BearingPoint’s global oil and gas practice provides business consulting
and systems integration solutions to Global 2000 upstream, downstream
and oil service companies.

Thomas Elsenbrook, Sr. VP, telsenbrook@bearingpoint.net, 713-319-3500

Bracewell & Patterson LLP

Legal

bracepatt.com

Legal representation of exploration, production, pipeline, refining, storage,
offshore, LNG and service companies and lenders, in transactions and reg-
ulatory matters.

Alan Wisk. Partner, allan.wisk@bracepatt.com, 214-758-1000

Mark Evans, Partner, mark.evans@bracepatt.com, 713-223-2900

Brammer Engineering Inc.

Petroleum Consulting

brammer.com

A contact operating/property management from which strives to be the
best outsourcing resource for E&P companies and create cost effective
solutions for our clients.

Keith J. Evans, President, keith.evans@brammer.com, 318-429-2345
WLIT. (Tad) May, EVP, tad.may@brammer.com, 713-840-1234

Cambridge Energy Research Associates

Petroleum Consulting

Management & Business Advisory

cera.com

Cambridge Energy Research Associates (CERA), a subsidiary of IHS
Energy, is a leading advisor to international energy companies, govern-
ments, financial institutions and technology providers.

Daniel Yergin, Chairman, 617-866-5000

Joseph Stanislaw, President

Cap Gemini Ernst & Young

Petroleum Consulting

Management & Business Advisory

Software & IT Design/Implementation

ecgey.com/energy

Daniel Robinson, VP, Global Energy Services, daniel.robinson@cgey.com,
281-220-5000

Robert Jessen, Americas Energy Practice Leader, robert.jessen@cgey.com
John Patterson, Associate Dir., john.j.patterson@cgey.com, 917-934-8000
Colette Lewiner, Global Energy, Utilities & Chemicals Practice Leader, 33-1-
49-67-45-80
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Capgemini U.S. LLC

Petroleum Consulting

Management & Business Advisory

Software & IT Design/Implementation

capgemini.com

The Capgemini Group is one of the world’s largest providers of consulting,
technology and outsourcing services, helping businesses implement grow
and to leverage technology.

Regina Kennison, VP, regina.kennison@capgemini.com, 917-934-8000
Robert Jessen, VP, robert.jessen@capgemini.com, 972-556-7000

Celerant Consulting

Petroleum Consulting

Management & Business Advisory

celerantconsulting.com

Celerant’s deep operational industry experience and implementation
expertise enables petrochemical companies to achieve significant increas-
es in quantifiable value

Erik Mason, Marketing Mgr, erik. mason@celerant.com, 781-674-0400
Marc Bussell, VP-Marketing, marc.bussell@celerant.com

Mick Holly, EVP, Process Industries, mick.holly@celerant.com, 44-20-8338-
5000

CGl

Management & Business Advisory

Software & IT Design/Implementation

cgi.com

CGl helps oil and gas companies integrate key business functions—land,
production and financial accounting—with enterprise software solutions,
consulting services and business process outsourcing services.

Scott Fletcher, Dir.-Sales, scott.fletcher@cgi.com, 972-788-0400

Greg Lawrence, Dir-Solutions, greg.lawrence@cgi.com

Chadbourne & Parke LLP

Legal

chadbourne.com

Chadbourne & Parke’s oil, gas and LNG practice provides a broad range of
legal services to industry participants. Clients include oil and gas compa-
nies in all parts of the world.

Daniel R. Rogers, Counsel, drogers@chadbourne.com, 713-571-5900
David K. Schumacher, Partner, dschumacher@chadbourne.com, 202-974-
5600

Noam Ayali, Partner, nayali@chadbourne.com

Chaim Wachsberger, Partner, cwachsberger@chadbourne.com, 212-408-
5100

Laura Brank, Partner, Iborank@chadbourne.com, 7-095-974-2424

Nabil L. Khodadad, Partner, nkhodadad@chadbourne.com, 44-020-7337-
8000

Charles River Associates

Petroleum Consulting

Management & Business Advisory

crai.com

Founded in 1965, CRA is an internationally recognized economics and
business-consulting firm. CRA combines in-depth business, financial, and
analytical skills supplemented by broad experience across the chemical
and petroleum sector.

Arnold Lowenstein, Group VP, alowenstein@crai.com, 617-425-3000
Christopher Ross, VP, cross@crai.com

Stewart Johnston, VP, sjohnston@crai.com, 44 207 664 3700

CMG Petroleum Consulting

Petroleum Consulting

reservoirengineering.com

Petroleum engineering consulting, hydraulic fracturing and horizontal well
design, litigation support; and reservoir simulation services and EOR con-
sulting.

D. Nathan Meehan, President, nathan@fracjob.com, 281-408-0214

W.A. Jentsch, Consultant, aggie80@swbell.net

DeGolyer and MacNaughton

Petroleum Consulting

demac.com

DeGolyer and MacNaughton is a leading worldwide petroleum consultant
with more than 65 years of experience and offices in Dallas, Houston,
Moscow and Calgary.

Gary McGilvray, President & CEO, degolyer@demac.com, 214-368-6391
James Hall Jr., EVP, degolyer@demac.com

James Terracio, SVP, degolyerhou@demac.com, 713-273-8300

Martin Wiewiorowski, General Dir., degolyermos@demac.com, 7-095-937-
8374

Gary McGilvray, President & CEO, degolyer@demac.com, 214-368-6391
Colin Ottrim, Sr. VP, degolyercal@demac.com, 403-266-8680
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DIRECTORY

Deloitte & Touche LLP

Petroleum Consulting

Management & Business Advisory

Accounting, Tax & Audit

Software & IT Design/Implementation

deloitte.com

Deloitte is the only fully integrated accounting/consulting firm, providing
assurance and enterprise risk services, tax, consulting services and finan-
cial advisory services.

Larry Jones, Office Managing Partner, ljones@deloitte.com, 713-982-3830
Victor Burk, Global and U.S. Oil & Gas Leader, vburk@deloitte.com

EDS

Petroleum Consulting

Management & Business Advisory

Software & IT Design/Implementation

eds.com

As one of the leading IT service providers in the energy industry, EDS pro-
vides a broad range of services including business process outsourcing, IT
outsourcing and consulting.

David Smith, Oil & Gas Industry Expert, david.smith@eds.com, 972-605-
6000

Richard Dickson, richard.dickson@eds.com

Jose Jimenez, Segment Leader, Oil & Gas, jose.jimenez@eds.com, 713-
982-6310

Emerging Markets Finance International LLC

Management & Business Advisory

emfi.biz

Emerging Markets Finance International LLC (EMFI) is a leading financial
advisor and arranger for oil and gas projects in the world’s emerging mar-
kets. The firm has more than 20 years of experience in oil and gas finance.
John Works, Managing Dir., johnworks@emfi.biz, 720-932-666

Tim Peara, Dir., timpeara@emfi.biz, 44 20 6458 1250

EnerCom Inc.

Management & Business Advisory

enercominc.com

EnerCom Inc. is a nationally recognized leader of specialized marketing
and corporate communications consultancy. Its unique services include
investor relations, media relations, business development and award-win-
ning graphic design for emerging companies, and small to large public
companies.

Greg Barnett, President, gbarnett@enercominc.com, 303-296-8834
David Charles, Managing Dir., dcharles@enercominc.com

Brad Holmes, Managing Dir., bholmes@enercomic.com, 281-493-4454

Energy Careers Inc.

Petroleum Consulting

Employment Placement Services

energycareers.com

Energy Careers delivers worldwide recruiting solutions by combining the
expertise of energy-focused recruiters, the efficiencies of the Internet, and
an established market presence.

Stephen Preng, COO, Spreng@energycareers.com, 713-335-5400

Mark Preng, EVP, mpreng@energycareers.com

Michael French, VP, Business Development, mfrench@energycareers.com,
095-363-3209

Energy Security Analysis Inc.

Petroleum Consulting

esai.com

Edward N. Krapels, Dir., ekrapels@esai.com, 781-245-2036
Sarah A. Emerson, Managing Dir., semerson@esai.com

EnRisk Services Inc.

Insurance

enriskservice.com

EnRisk Services offers a unique approach to energy insurance and risk
management for the energy industry.

David B. Huett, President, dhuett@enriskservices.com, 817-877-1884
Linda E. Kay, EVP, Ikay@enriskservices.com

John B. Ludwig, EVP, jludwig@enriskservices.com

Ernst & Young LLP

Accounting, Tax & Audit

ey.com

Ernst & Young provides the E&P sector a variety of assurance, tax and cor-
porate finance services, including financial and audit services as well as
energy trading and risk management services.

Charles R. Swanson, Partner and National Oil & Gas Sector Leader,
charles.swanson@ey.com, 713-750-1500

John Russell, Partner, john.russell@ey.com

Marcela Donadio, Partner, marcela.donadio@ey.com
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Fekete Associates Inc.

Petroleum Consulting

Software & IT Design/Implementation

fekete.com

Fekete is a consulting firm providing petroleum engineering and geological
services. It also develops software for practical and advanced solutions to
production and reservoir engineering.

Ed Ferguson, VP, fast@fekete.com, 403-213-4200

David Dunn, VP, fast@fekete.com

Fulbright & Jaworski LLP

Legal

fulbright.com

Fulbright’s energy experience spans the industry and the globe, from nego-
tiating purchase and sale agreements for the transfer of oil and gas inter-
ests to handling due diligence, risk analysis and negotiations and prepara-
tions of financing documents.

George Kutzschbach, Co-Chair, Energy Practice Group, gkutzschbach@ful-
bright.com, 713-651-5151

Jeff Dykes, Co-Chair, Energy Practice Group, jdykes@fulbright.com

Poe Leggette, Co-Chair, Energy Practice Group, pleggette@fulbright.com

Gaffney, Cline & Associates Inc.

Petroleum Consulting

Management & Business Advisory

Legal

gaffney-cline.com

Provides broad-based, detailed management and technical advice across
the upstream, midstream, downstream and power sectors of the oil and
gas industry using a multidisciplined task-force approach.

Bill Cline, CEO, bcline@gaffney-cline.com, 713-850-9955

Rawdon Seager, Projects Dir., rseager@gaffney-cline.com

Richard Bateman, Area Mgr-Americas, rbateman@gaffney-cline.com, 5411-
4394-1007

Godwin Gruber LLP

Legal

godwingruber.com

Large Texas trial firm that represents Fortune 500 and middle-market indus-
try leaders in Texas and throughout the U.S. in any forum/jurisdiction.
Donald E. Godwin, Chairman & CEO, dgodwin@godwingruber.com, 214-
939-4400

Scott P. Hazen, Partner, Chair of Mass Tort Litigation, shazen@godwingru-
ber.com

Christopher C. Pappas, Houston Managing Partner, cpappas@godwingru-
ber.com, 713-425-7400

Gordon L. Wright Consulting

Petroleum Consulting

Provides worldwide management consulting services to the upstream sec-
tor.

Gordon L. Wright, 281-298-2341

Grant Thornton LLP

Accounting, Tax & Audit

grantthornton.com

Grant Thornton is the leading global accounting, tax and business advisory
firm dedicated to midsize companies, both public and private, through 50
offices in the U.S. and in 110 countries worldwide.

David Dezutter, Partner, dave.dezutter@gt.com, 303-861-5555

Ted North, Partner, ted.north@gt.com, 405-218-2800

Tom R Gray lll, Managing Partner, tom.gray@gt.com

Bob Soza, Managing Partner, bob.soza@gt.com, 918-877-0800

Ed Davis, Partner, ed.davis@gt.com, 832-476-3600

Groppe, Long & Littell

Petroleum Consulting

groppelong.com

Groppe, Long & Littell provides consulting services to the petroleum and
natural gas, and refining and petrochemical industries. The firm focuses on
acting as business advisors to providing analysis and forecast of market
conditions.

EW. Long Jr., Partner, gli@groppelong.com, 713-658-1193

George S. Littell, Partner, gll@groppelong.com

Henry Groppe, Partner, gll@groppelong.com

Gustavson Associates

Petroleum Consulting

gustavson.com

International consultants in geological, geophysical engineering, econom-
ics, and integrated studies. Experts in appraisal of oil and gas and minerals,
and also a provider of expert witness and litigation support.

John Gustavson, President, justavson@gustavson.com, 303-443-2209
Letha Lencioni, VP, Petroleum Sector, llencioni@gustavson.com

November 2004 - Oil and Gas Investor



H.J. Gruy & Associates Inc.

Petroleum Consulting

hjgruy.com

Gruy provides multidisciplinary evaluations incorporating geophysics,
petrophysics, geology, petroleum engineering, process engineering, reser-
voir simulation and economics, and is a leading authority on fair market
value.

Marilyn Wilson, President & CEO, hougruy@hjgruy.com, 713-739-1000
Robert Rasor, EVP/Engineering Mgr, hougruy@hjgruy.com

Bob Naas, EVP, dalgruy@hjgruy.com, 214-720-1900

Huron Consulting Group

Management & Business Advisory

huronconsultinggroup.com

Huron is a nationwide business consulting and financial advisory firm. Oil
and gas services include corporate finance, M&A, corporate restructuring,
valuation, litigation support and legal business consulting.

Shahzad Bashir, Managing Dir., sbashir@huronconsultinggroup.com, 713-
222-5900

Robert Ogle, Dir., rogle@huronconsultinggroup.com

IBM Business Consulting Services

Petroleum Consulting

Management & Business Advisory

Software & IT Design/Implementation

ibm.com

The world’s largest consulting organization providing industry expertise
and translating that expertise into integrated, responsive on-demand solu-
tions and services that deliver bottom-line business value.

Steve Edwards, Global Leader Chemicals & Petroleum,
steve.edwards@uk.ibm.com, 914-280-6576

John Joyce, Americas Lead, Chemicals & Petroleum,
john.wjoyce@us.ibm.com, 972-280-6576

Michael Balladon, Asia Pacific Lead Chemicals & Petroleum,
balladon@sg.ibm.com, 65-6418-2829

Hercules Maimone Sobrinho, Chemicals & Petroleum Lead-South America,
hmaimone@br.ibm.com, 55-11-2132-5098

Jorge Serrano, Chemicals & Petroleum Lead-Mexico,
jfserrano@mx1.ibm.com, 52-555-270-6936

John Haslett, Chemicals & Petroleum Lead-Canada,
john.haslett@ca.ibm.com, 403-539-3998

Neil McCormick, Europe, Middle East & Africa Lead-Chemicals &
Petroleum, neil. mccormick@uk.ibm.com, 44-20-7021-9140

Gary Adams, Upstream Practice Lead-Americas, gary.adams@us.ibm.com,
281-609-4086

Insurance Certificate Administrators

Management & Business Advisory

icaprogram.com

ICO is an Internet-based service provided to E&P companies for imple-
menting master service agreements (MSAs) and monitoring compliance
through certificates of insurance.

Kevin Kay, Dir., kkay@icaprogram.com, 817-332-5313

James Miller & Co. Inc.

Management & Business Advisory

jmandc.com

Thirty years of experience in assisting oil and gas clients realize bottom line
benefits through improved business processes; expert analysts and imple-
menters for excellence creation throughout the upstream value chain.
James A. Miller, President, jim.miller@mandc.com, 979-992-2872

Collin J. Miller, VP, collin.miller@jmandc.com

John S. Herold Inc.

Petroleum Consulting

herold.com

An independent energy research and consulting firm, providing clients with
key financial, operational and capital markets data together with analysis of
the valuation and performance of the world’s energy companies.

Don Whelley, EVP & CFO, 203-847-3344

Ford Albritton, EVP-Dir.-Sales

Arthur Smith, Chairman & CEO, 713-973-9222

Korn/Ferry International

Employment Placement Services

kornferry.com

The world’s leading executive search firm with more than 70 offices spe-
cializing in helping companies find senior-level management throughout
North America, Europe, Asia/Pacific and Latin America.

Eric Nielsen, Managing Dir.-Houston, eric.nelson@kornferry.com, 713-651-
1834

Richard Preng, Global Energy Co-Leader, richard.preng@kornferry.com
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KPMG LLP

Accounting, Tax & Audit

us.kpmg.com

KPMG LLP is the accounting and tax firm that has maintained a continuous
commitment to providing leadership, integrity, and quality to the oil and gas
industry. KPMG LLP is the U.S. member firm of KPMG International.

Bill Kimble, Partner Industry Sector Leader-Energy & Chemicals, wkim-
ble@kpmg.com, 713-319-2000

Greg Engel, Tax Industry Leader-Oil & Gas, gengel@kpmg.com

Landmark/Halliburton Energy Services

Petroleum Consulting

Software & IT Design/Implementation

Igc.com

Landmark partners with E&P professionals to maximize the value of
resources and technologies through a flexible combination of technology
deployment, consulting and managed services, extracting more value from
assets and reduced costs per BOE.

Duncan Junor, Managing Dir., consultinginfo@igc.com, 713-839-2000
Steve Whilhite, Dir., Business Development, consultinginfo@lgc.com

Perry Harris, Business Development Mgr, pharris@lgc.com, 832-200-4795
Ivan Lopez, Business Development Mgr (Brazil), llopez@Igc.com, 55 21
3974 4016

Abdul Hadi Luddin, Business Development Mgr (Malaysia),
aluddin@Igc.com, 6 03 2165 2454

Richard Jefferies, Business Development Mgr (U.K.), riefferies@lgc.com,
44 1372 868764

Mark Brocklehurst, Business Development Mgr (UAE),
mbrocklehurst@lgc.com, 971 303 6354

Lee Keeling and Associates

Petroleum Consulting

Ikaengineers.com

Provides consulting services on all aspects of petroleum geology and engi-
neering, both domestic and international.

Lee Keeling, President, 918-587-5521

Kenneth Renberg, VP

Gordon L. Wright, Mgr, 713-651-8006

LaRoche Petroleum Consultants Ltd.

Petroleum Consulting

larocheltd.com

Full-service international and domestic consultants offering integrated
engineering, geological and geophysical analysis in the performance of a
full range of evaluation and appraisal services.

William M. Kazmann, Founding Partner, wkazmann@larocheltd.com, 214-
363-3337

Edward P. Travis, Sr. Partner, etravis@larocheltd.com

McDaniel & Associates Consultants Ltd.

Petroleum Consulting

mcdan.com

Fifty years of experience in reservoir evaluations, A&D, reservoir engineer-
ing, and geological studies, both domestic and international, plus legal
expertise.

W.C. (Mike) Seth, President/Managing Dir., mseth@mcdan.com, 403-262-
5506

P.A. (Phil) Welch, EVP, pwelch@mcdan.com

Netherland, Sewell & Associates Inc.

Petroleum Consulting

nsai-petro.com

Provides the highest quality engineering and geologic consulting to the
worldwide petroleum industry and is one of the most respected names in
independent reserve reporting.

Frederic D. Sewell, Chairman & CEO, fsewell@nsai-petro.com, 214-969-
5401

C.H. (Scott) Rees lll, President & COO, srees@nsai-petro.com

Danny Simmons, Sr. VP, 713-654-4950

Oil Executive International Ltd.

Employment Placement Services

oilexec.com

Diane Drake, Account Executive, diane_drake@oilexec.com, 281-556-
0184

James Thomas, Managing Dir. (Aberdeen), james_thomas@oilexec.com,
44-1224-585-345

OpenLink

Software & IT Design/Implementation

olf.com

Matthew Frye, Managing Dir., info@olf.com, 713-655-9600
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DIRECTORY

PFC Energy
Petroleum Consulting

pfcenergy.com
J. Robinson West, Chairman, 202-872-1199

Vahn Zanoyan, President & CEO

Porter & Hedges LLP

Legal

porterhedges.com
Porter & Hedges LLP is a Houston-based law firm with approximately 90

attorneys focusing on energy, corporate finance and business litigation.
Douglas C. Atnipp, Partner, Energy, datnipp@porterhedges.com, 713-226-

0600
Michael L. Grove, Partner, Energy, mgrove@porterhedges.com

Portfolio Decisions
Management & Business Advisory

portfoliodecisions.com
Portfolio Decisions utilizes portfolio theory to quickly investigate a range of

strategies, and/or operational investments, factoring in risk, uncertainty and

the interrelationships of multiple projects and goals.
James R. Dubois, Executive Consultant, jrdubois@portfoliodecisions.com,

713-520-6555
John . Howell lll, President, jihowell@portfoliodecisions.com

Preng & Associates
Management & Business Advisory
Employment Placement Services

preng.com
Preng & Associates, the only retained international executive search firm

specializing solely in the energy industry, assists clients in recruiting execu-
tives, managers and professionals worldwide.

David Preng, President, dpreng@preng.com, 713-266-2600

David Lloyd, Consultant (London), dlloyd@preng.com, 44 207 958 9043
Thomas Dowdy, Consultant (Moscow), tdowdy@preng.com, 7095 937

8266

Qittitut Consulting
Petroleum Consulting

Software & IT Design/Implementation

qittitut.com

Growth strategy, organizational development and performance manage-
ment.

Bill Diggons, Partner, bill@qittitut.com, 713-240-7714

Ivor Kaklins, Partner, ivor@qjittitut.com

Quorum Business Solutions Inc.
Accounting, Tax & Audit
Software & IT Design/Implementation

qgbsol.com
Quorum Business Solutions Inc. is a product-centered consulting company

that designs, implements, and supports software solutions for the energy
industry. Quorum employs more than 150 professionals with offices in

Houston, Dallas and Calgary.
Cleeve Hogarth, VP, cleve_hogarth@gbsol.com, 713-430-8601

RW. Beck Inc.
Petroleum Consulting

rwbeck.com
Provides independent engineering services for lenders, developers, indus-

trials and utilities to evaluate and improve oil and gas production, process-

ing, transmission and storage facilities.
William B. McAleb, Dir., Oil & Gas Services, 2wmcaleb@wrbeck.com, 303-

299-5200
Andrew W. Foley, Project Mgr, afoley@rwbeck.com

Ralph E. Davis Associates Inc.
Petroleum Consulting

ralphedavis.com
Annual reserve estimates, regulatory and financial reports, asset value

determinations, acquisition and sale analyses, prospect evaluations, field
development studies, enhanced recovery and unconventional gas studies.
Allen C. Barron, President, acbarron@ralphdavis.com, 713-622-8955

Joe Mustacchia Jr., EVP, mustacch@ralphdavis.com

C. Michael Charbonneau, Logistics Mgr, mcharbonneau@ralphdavis.com,

724-746-2400

(U.S. Only)

Do You Get I#?

Call 1-800-897-HART

or 301-354-1415 today
for a free sample...

...and see what
you're missing!
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Ryder Scott Co. LP

Petroleum Consulting

ryderscott.com

Ryder Scott Petroleum Consultants estimates oil and gas reserves and per-
forms geological, engineering and economic studies for prospect analysis,
field development, EOR and other projects.

Ronald Harrell, CEO & Chairman, ron_harrell@ryderscott.com, 713-651-
9191

Don Roesle, President & COO, don_roesle@ryderscott.com

Andy Thompson, Sr. VP, andy_thompson@calgary.ryderscott.com, 403-
262-2799

SAIC Consulting

Petroleum Consulting

Software & IT Design/Implementation

saic.com/consulting

Randy Walker, Corporate EVP, 958-826-6000

Angela Minas, VP, US Consulting, angela.a.minas@saic.com, 713-346-4131

Schlumberger Data & Consulting Services

Petroleum Consulting

slb.com

Reservoir characterization, production enhancement, multidisciplinary
reservoir and production solutions and field development planning.
Jeff Spath, President, 713-513-2100

Mo Cordes, Marketing Mgr

Omer Gurpinar, Technical Dir., 303-486-3200

Joe Frantz, Operations Mgr (Pittsburgh)

Alex Cisneros, NGC Mgr, 281-285-1470

Rene Casco, Des Mgr. PCE (Colombia), 571-376-5000

Claudiodela Cerda, DCS Operations Mgr (Venezuela), 582-2907-4915

Skipping Stone Inc.

Management & Business Advisory

Software & IT Design/Implementation

skippingstone.com

SSlI provides product marketing support with technical and planning servic-
es for a wide range of investment management options, from A&D to indi-
vidual asset optimization.

Bruno Kvetinskas, Principal, brunok@skippingstone.com, 281-902-5100
Verna Ray, Principal, vray@skippingstone.com

Greg Lander, Principal, glander@skippingstone.com, 978-717-6100

Spencer Stuart

Management & Business Advisory

spencerstuart.com

Spencer Stuart’s global energy practice comprises 22 consultants world-
wide, serving clients throughout each sector of the industry with coordinat-
ed account management focusing on superior execution.

Tom Simmons, Managing Dir., tsimmons@spencerstuart.com, 713-225-
1621

Sproule Associates

Petroleum Consulting

sproule.com

Worldwide petroleum and geological consultants. Reservoir engineering,
simulation, reserve evaluation, litigation support, economics, petrophysics.
Mark A. Clemans, Mgr-Houston Office, mark.clemans@sproule.com, 713-
652-5140

Harry J. Helwerda, VP Engineering-Canada & U.S,,
harry.helwerda@sproule.com, 403-294-5500

Ken H. Crowther, President, ken.crowther@sproule.com

John Arsenault, Sr. Petroleum Engineer, john.arsenault@sproule.com, 303-
592-8770

Strasburger & Price LLP

Legal

strasburger.com

Strasburger is a full-service law firm of 200 attorneys known for offering
clients high quality legal services in a broad range of practice areas.

Stuart Hollimon, Partner Energy, stuart.holliman@stasburger.com, 214-651-
4300

Garney Griggs, Partner, garney.griggs@strasburger.com, 713-951-5600
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Taylor-Dejongh Inc.

Management & Business Advisory

taylor-dejongh.com

Taylor-DeJongh is a leading international financial advisory firm, assisting
multinational clientele in developing, structuring, negotiating and financing
major capital projects worldwide.

Terry A. Newendorp, Chairman & CEO, info@taylor-dejongh.com, 202-775-
0899

Kathryn D. Lindquist, Dir-Marketing, info@taylor.dejongh.com

Osman Shahenshah, Managing Dir., tdjlondon@taylor-dejongh, 44-207-
233-4000

The Energists Ltd.

Petroleum Consulting

Employment Placement Services

energists.com

Alex Preston, President, alex@energists.com, 713-781-6881
Mike Saunders, Sr. Consultant, mike@energists.com

The Scotia Group Inc.

Petroleum Consulting

Scotia-group.com

Scaotia is a full-service oil and gas advisory firm, providing acquisition valua-
tion, exploration analysis, reservoir studies, strategic planning and risk
analysis, and other services.

Patrick Lowry, President, plowery@scotia-group.com, 214-987-1042

Rob Caldwell, Partner, rcaldwell@scotia-group.com

Gene Wiggins, EVP, gwiggins@scotia-group.com, 281-448-6188

Thompson & Knight LLP

Legal

tklaw.com

Thompson & Knight is a full-service international law firm with more than
380 attorneys and offices in Texas, Europe, Mexico, North Africa and South
America.

William L. Banowsky, Partner, bill.banowsky@tklaw.com, 214-969-1700
Dorothy H. Bjorck, Partner, dorothy.bjorck@tklaw.com

Rhett G. Campbell, Partner, rhett.campbell@tklaw.com, 713-654-8111

Tobin International Ltd.

Software & IT Design/Implementation

tobin.com

Tobin provides step-by-step planning, efficient tools and dedicated profes-
sionals to build geo-business information systems tailored to specific
requirements.

Charles R. Ivey, President, chalres.ivey@tobin.com, 210-402-5900

Tim Voyt, COO, tim.voyt@tobin.com

Jim McNeil, EVP, jim.mcneil@tobin.com, 713-334-2242

Warlick International

Management & Business Advisory

warlick.net

Business intelligence firm that conducts fast-cycle market/business studies
involving image, market audit, new product, competitor analysis, customer
satisfaction or acquisitions.

Don Warlick, President, warlick@warlick.net, 281-359-7590

Wood Mackenzie

Petroleum Consulting

Management & Business Advisory

woodmac.com

Building on a foundation of superior service and advice, Wood Mackenzie
is focused on providing research, consulting, and advisory services to the
energy and financial services industries.

Sondra Scott, Head of Consulting, sondra.scott@woodmac.com, 44-131-
243-4400

David Pruner, VP Consulting, david.pruner@woodmac.com, 713-470-1600
Neal Anderson, VP Consulting, neal.anderson@woodmac.com

Ziff Energy Group

Petroleum Consulting

ziffenergy.com

Ziff Energy Group, founded in 1982, is a leading international energy-con-
sulting firm with many senior industry specialists having 15 to 30 years of
experience in operations, drilling, and exploration.

Paul Ziff, CEO, info@ziffenergy.com, 403-265-0600

W.P. (Bill) Gwozd, VP Gas Services, bill.gwozd@ziffenergy.com

Luis Bacigalupo, EVP, info@ziffenergy.com, 713-627-8282
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How do you
get the best ¢

Collaborate with us.

Schlumberger Data & Consulting Services (DCS) comprises geologists,
geophysicists, petrophysicists, and reservoir and production engineers,
providing unsurpassed petroleum engineering and geoscience
consulting services.

Many of our DCS experts have had 20 years or more in the industry.
Together, they represent an unbeatable mix of technical knowledge and
practical skill backed by the Schlumberger hallmark: more than 75 years
of experience in 500 basins worldwide.

These are savvy professionals. People you can work with. People you
can trust to deliver in-time operations support, best in class interpretation,

expert G&G and reservoir engineering support and data integration— For global e?(pertl.se with a local
multidisciplinary solutions that transform your data into profitable tou‘fh: e-mail dcsmio@§ll3.com
business decisions. or visit www.slb.com/oilfield.

Schiumbeprger

04-DC-025



