
The capital-intensive nature of the oil and gas industry leads companies to take on partners and investors 
in various joint ventures to share cost and risk. During times of high prices and increasing production, 
companies and non-operator investors may have lacked the time or focus to audit joint interest transactions. 
In the current low-price environment, now is an ideal time to consider conducting a joint interest audit. 

It’s not only a good business practice to conduct a joint interest audit to fi nd out how your operators have 
performed — and whether you should invest additional money with them in the future — there are several 
other benefi ts. It helps all parties gain information needed to thoughtfully assess the business, as well as 
correct errors and fi x processes going forward. It allows companies to identify and correct questionable 
expenses, items not properly recognized in past documents or statements, possible overcharges and data 
entry errors. 

Joint Interest Audit Services

Here are just a few examples of the projects we’ve done for our clients. 

 ⊲ Expenditure audit related to over 80 wells in central and south Texas. Focus areas included allocation 
of tank battery expenses, saltwater disposal costs and drilling expenditures. 

 ⊲ Expenditure audits over two distinct periods related to the drilling, completion and workover of 
multiple producing wells and CO2 injection wells in central Wyoming, and construction of a CO2 
pipeline, manifold system and related support facilities for a CO2 enhanced oil recovery project. 
Focus areas included compliance with a participation and development agreement on certain terms, 
reconciliation of tubulars and bits and charges related to pipeline construction.

 ⊲ Expenditure audit over one carried well in west Texas. Focus areas included segregation of costs 
between audited and non-audited wells, well frac costs and overhead. Audit of produced volumes 
and net revenues establish an accurate payout date.
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Ultimately, we want our clients to achieve maximum benefit from our joint interest audit—and we work closely 
with companies up front to make sure our focus and scope of work is on point. So, we will work with you 
to prioritize and determine the properties or operators to be audited. We implement a phased approach, 
focusing first on the highest-risk ventures. 

Joint venture audits take two forms: one over expenditures, the other over revenue. We request information 
from the operator of the identified properties to validate the expense and revenue reported and paid to 
the company. We will also get time with operator personnel to gather additional information to facilitate our 
process. 

Our Procedures

Revenues

Our focus is to ensure that charges to the joint 
account are reasonable based on the JOA. 
Procedures can include the following: 

 ⊲ Ownership review
 ⊲ Individually significant capital and 

operating expenditure analysis 
 ⊲ Operator tour report analysis 
 ⊲ Overhead charge reconciliation
 ⊲ Contract compliance 
 ⊲ Allocation calculation review 
 ⊲ Personnel billing review 
 ⊲ Total cost comparison

Expenditures

Initially, we help you identify and prioritize properties and operators to be examined through a joint interest 
audit and/or revenue audit. We analyze billed costs and revenues received using the data and information 
your company has, information received from the operator in the normal processes and information available 
in the public domain. We use the results of these analyses, along with other supporting metrics to help you 
prioritize properties and operators in order of risk. Our preliminary review process can include the following:

 ⊲ Joint operating agreements (JOA)
 ⊲ Lease agreements
 ⊲ Capital expenditures
 ⊲ Lease operating costs 
 ⊲ Sales volumes 
 ⊲ Prices
 ⊲ Prior audits/analyses performed

Audit Procedures

First Steps

Our goal is to ensure that revenues, both related 
to working interest ownership and royalties, 
are reasonable based on the JOA and other 
governing documents. Procedures can include 
the following: 

 ⊲ Ownership review
 ⊲ Process review and documentation
 ⊲ Sales volumes comparison 
 ⊲ Tank battery allocation review 
 ⊲ Gas allocation review
 ⊲ Market price comparison
 ⊲ Expense and deduction review 
 ⊲ Royalty calculation review
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