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Experience Summary
Rick has over 16 years of experience in delivering internal audit, compliance, and consulting solutions to 
oil and gas operators. Rick has managed internal audits, sales tax audits, and vendor audits that have 
identified millions of dollars in cost recoveries.



How Did This Happen?
It’s not unusual to read headlines about today’s oilfield: “Oklahoma Man Charged with Over $4 Million in 
Fraudulent Oil and Gas Invoices”

How exactly do fraudsters get away with this? It wasn’t too difficult.  

• False invoices were submitted for services he did not perform.

• Invoices were generated for amounts just under $5,000. (He knew from his prior 
work with the operating company that they required a lower level of approval 
for processing and payment.)

• He forged or electronically copied and pasted the signature and employee 
identification number of certain operating-company employees to ensure that 
the accounting department would process the invoices

Does this type of scheme just happen over night, or are there red flags signaling a larger problem?



Invoices Issues: Overview

If practice is what it takes, then let’s walk through some typical issues with three types of oilfield contractors. We will 
also outline some general action plans to help mitigate these issues.

We will look at the following: Water Haulers, Roustabouts, and Electricians.

Before you can point the finger at a malicious contractor and identify fraud, one must be able to parse through the 
‘good’ and the ‘bad’ or separate the wheat from the chaff. It takes skill and practice, as well as time and effort. 

Some issues are blatantly obvious while other issues take experience to recognize what’s happening. It’s not 
unusual for the auditor to review hundreds (maybe even thousands) of invoices before the issue emerges. A 
pattern of problems may appear, or perhaps the issue will be so random, it takes a ‘Master Puzzler’ to put the 
pieces together.

Many times, it turns out that what you were thinking was malicious was just poor back-office practices at the 
contractor’s office.



Invoice Issues: Water Haulers
Let’s start with the water haulers. Who are they? What do they? 

Significant amounts of salt water is produced along side the oil and gas. Without 
pipelines to transport the water to a disposal, an operator will require the use of a 
vacuum truck to transport the waste water. Most of the trucks on the roads these 
days can, in theory, hold up to 130 barrels of water. Some charge by the hour, 
some by the barrel.

It’s a very simple operation: a truck arrives at a lease, hooks up to the tank, hauls 
the water to a disposal, then goes to another location to repeat the process. 
Simple. 

Simple, yet without an effective back office or at a fraudulent company, you may 
encounter many invoice issues with these types of contractors.



Invoice Issues: Water Haulers
What kind of invoice issues might you run into?

As with many types of 24/7 contractor operations, the issues you might run into may be related to invoicing mistakes: 
missing or wrong information and strikethroughs. Field tickets are just coming in too fast, and there’s a lack of oversight 
when it comes to invoice quality control. 

You may also encounter overbilling where the drivers’ hours or barrels hauled just don’t add up. Sometimes these are 
simple errors; other times, they are attempts to pad the drivers’ wallets.

It wouldn’t be unusual to see any of the following:

• No hauls performed (“Ghost Hauls”)
• Hauls performed by “ghost employees” 
• Invoicing for unsubstantiated stops or washouts
• Billing for more barrels hauled than actually hauled
• Billing for unsubstantiated hours



Invoice Issues: Water Haulers
What audit procedures might you perform to identify these issues?

Today’s invoicing technology allows operators to create analytics to detect issues before you are billed. These tools can 
detect issues and errors, such as billing for more than 24 hours by the same person, charging hauls to P&A’d wells, etc.  
While these tools facilitate the ease of your job, sometimes these issues are only identified by the human eye and 
mind.

What can YOU do? 
• Request GPS breadcrumb data to substantiate start/stop times, standby times. GPS is readily available today. Ensure 

(stipulated in your MSA) that your contractors have their trucks equipped with GPS and that you may use this 
information to audit their billings.

• Review quantities hauled against SCADA data. SCADA solutions allow operators to monitor water levels. Analyzing 
barrels hauled against real-time water levels can give us some idea if the hauler is accurate in their billings.

• Work with Operations. Make it a two-way street: help them identify issues and have them show you what they’re 
encountering.



Invoice Issues: Water Haulers

Going forward: a) Work with Operations. Make it a two-way street: help them identify issues and have them show you 
what they’re encountering; b) Encourage your contractors to move to an electronic field ticket system; if paper tickets 
are used, reject any that are not legible.



Invoice Issues: Roustabouts
How about Roustabouts? Who are they? What do they? 

Without general labor services (roustaboubts), many leases would stay in a state 
of disrepair or it would require the Operators to hire full-time employees to 
perform the services. Reality is, however, that operators need the daily services of 
roustabouts to construct well sites, repair vessels, and move materials from the 
yards to the leases.

From an invoicing perspective, a roustabout company bills very similarly as a 
water-hauling company. Work is performed, a ticket is completed, the ticket is 
approved, and the invoice is submitted for payment.

Just like the water hauler, roustabout companies may bill operators erroneously 
due to a lack of experience back-office staff, or they may choose to bill 
fraudulently.



Invoice Issues: Roustabouts
What kind of invoice issues might you run into?

Roustabout companies don’t tend to be 24/7 contractors; however, like the water hauler, there may be hundreds of 
tickets for approval per day to multiple operators in the same general area. Consider for a moment: one roustabout 
crew working three operators on several different leases performing similar types of jobs of varying hours. It’s not 
difficult to imagine that tickets and hours and locations would get mixed up. And what if they used subcontractors to 
perform part of the work? And, what if they utilized equipment on some of the jobs? Now, it’s really easy to imagine 
that there may be issues? Right?

So, it wouldn’t be unusual to see any of the following on roustabout tickets:
• Invoicing more hours than worked
• “Doubling-Up” or ghost employees/subcontractors
• Charging for unused or unnecessary equipment
• Duplicating work/performing repetitive, unnecessary work



Invoice Issues: Roustabouts

Again, today’s invoicing technology will allow you to develop analytics to detect issues before you are billed. Still, there 
are tasks that a machine just can’t do yet that a human can definitely perform.

So, what can YOU do? 
• Review crew size, hours, drive-time, supplies, rentals, and equipment. This is a big task that requires you to do 

several sub-tasks:
• Verify pricing against the rate sheet.
• Reconcile employee listings (from the contractor) against names on field tickets.
• Obtain equipment listings and audit against field tickets.
• Audit GPS breadcrumbs data against hours billed.

Going forward: a) Encourage the contractors to ‘police’ or monitor themselves using their own GPS reporting; b) Ensure 
that there is a contract in place that spells out all charges; don’t rely just on a rate sheet.

What audit procedures might you perform to identify these issues?



Invoice Issues: Electricians
How about oilfield electricians? Who are they? What do they? 

Today’s oilfield electrician may wear many “hats”. They might be designing the 
electrical systems at a large tank battery, installing the wiring on a LACT unit, or 
assisting with the construction of the electrical lines throughout a operator’s 
entire field. 

Unlike the water hauler and roustabout, the oilfield electrician has had specialized 
training to perform their duties. For example, in the state of Texas, electricians 
must maintain electrical licenses through rigorous on-the-job training.



Invoice Issues: Electricians

Oilfield electrician field tickets may look very similar to those of the roustabout with a couple of different exceptions. Like 
roustabouts tickets, the field tickets of electricians will denote labor, hours, and possibly vehicles. However, one of the 
exceptions is the amount of materials billed. The listing of the materials may be even a couple pages long. This may be present 
a problem to those reviewing invoices. While the approver may recognize the types of materials used, he or she may not be 
able to verify the quantity.

Secondly, electrical companies should indicate the license types next to each employee. While the approver may be able 
identify the labor names, knowing whether an employee is licensed or has an expired one presents an extra step that is just not 
reasonable for approver in terms of time. 

What kind of invoice issues might you run into?

Common issues identified with electricians:

• Switching their roles (license) in order to bill morenot 
used

• Overcharges for non-licensed employee

• Overcharging hours and mileage • Charging for materials and service vehicles not used



Invoice Issues: Electricians

• Request payroll and employee listings: audit regular hours and overtime. Monitor field tickets for 
“minimum hours”.

• Be aware that some companies charge multiple supervisors per crews. There shouldn’t be more 
than one pusher or “lead” electrician per crew.

• State electrician laws, such as those in Texas, are very strict. Request electrician licenses or visit 
your state’s electrician database. 

Going forward: a) Request that license numbers be detailed next to labor names on invoices and field 
tickets; b) Ensure that all invoices are itemized. Contractors’ invoice should include an explanation of 
each charge, such as hourly rate, expenses and materials used.

What audit procedures might you perform to identify these issues?



More Information?
If you are interested in networking with your vendor management peers within the oil and gas 
industry, consider joining us at the next Roundtable.

Email me to learn more: rick@vendoraudit.org
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