


2. El Paso

Smith also engaged in discussions regérdiﬂg Geomatrix with an employee who at the time worked for
El Paso. A review of this employee s resume disclosed that in connection with his duties at El Paso, he
" represented the company on vanous MMS matters, 1nclud1ng RIK.

ﬂ A review of Smith’s MMS e-mails dlsclosed that on May 29, 2002, the El Paso employee e-mailed
4 Smith and wrote:

Again we look forward to doing business with you and the RIK program. I believe with
closer examination ... you will find that the deals along with our facilities are very
attractive. Adding this to the strong difference in credit ratings that currently exist the
MMS would be in very good hands with the El Paso family of companies.

In aresponse 2 days later, Smith used this very same e-mail in which MMS business was discussed to
market Geomatrix. Specifically, Smith wrote, “[We really appreciate our business with El Paso Field
Services ...” and added that Geomatrix had “a good track record with El Paso (on health and safety
issues) and a good relationship with their contacts there.” Smith also wrote that he wanted to “facilitate
an expansion of business and would hope that [ Geomatrix] could be considered for any of your
upcoming project [sic] ... or ongoing compliance.... [Geomatrix has] my highest endorsement.” Smith
then asked, “what would you suggest to push things along?”

Agent’s Note: In 2005, Smith selected the El Paso employee to manage RIK’s “Gas Front Office” in
Houston, and as a result he became an MMS employee. During a technical surveillance of Smith that
agents conducted in early 2007, Smith and the Manager of RIK s Gas Front Office met for drinks for
approximately 2 Y hours one evening. During this meeting, Smith and the Manager discussed the
ongoing OIG investigation. The Manager ultimately declined to be interviewed by the OIG, stating
that he had retained counsel. He resigned from MMS in July 2007.

- We interviewed James Lytal, formerly of El Paso, who stated that he first met Smith in approximately
2001, when several of Smith’s employees were working with several of his employees on

- transportation and processing deals with RIK. Lytal subsequently participated in several high-level
meetings with Smith where they discussed additional RIK opportunities for El Paso.

Lytal recalled that Smith discussed Geomatrix with him at one point and asked him to arrange a
‘meeting between Geomatrix and El Paso. Lytal said the meeting did take place, but Lytal did not
attend. Lytal recalled that Smith had stated Geomatrix was operated by his friends. He did not recall
‘Smith stating that he was an employee of Geomatrix.

‘Lytal explained that he viewed MMS as an El Paso customer given that El Paso already had an existing
ontract with RIK and was negotiating additional ones. Lytal said MMS had options as to where it
_could send its RIK gas volumes for processing, and El Paso was competing with other processors for
those volumes and therefore the business of MMS. Because RIK, and Smith as its representative, was a
tomer of El Paso, Lytal said he agreed to help facilitate the meeting with Geomatrix that Smith
-Tequested. “Tlooked at him as a customer, and he asked,” Lytal said.

/¢ interviewed Bart Heijermans, who stated that in 2002 and 2003, he was the vice president for

ffshore for GulfTerra, an El Paso affiliate. During this period, he said he was also president of
oseldon an oil pipeline company operated by GulfTerra Heijermans said Poseidon pipelines were
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used to transport RIK prbducts and as a result, he was introduced to Smith. Heijermans estimated that
he and Smith participated in “a handful” of “hlgh level” meetings.

Heijermans recalled that at one pomt Smlth brought up Geomatrix. Heijermans sa1d that because
MMS was a customer of Poseidon’s and was involved in other El Paso activities, he agreed to entertain
Smith’s desire to discuss Geomatrix. Heijermans said there was no “obvious value” for Poseidon in
Geomatrix, but he agreed to meet as a courtesy to Smith and as a way to maintain a “relationship with a
customer.” During the discussion, he said Smith was “pushing” and “trying to sel”’ Geomatrix. He
said Smith never told him that he worked for Geomatrix. Heijermans said it was possible that he and
Smith discussed both RIK business and Geomatrix issues during the same meeting but that Smith never
attempted to link or connect the two issues.

3. Millennium Midstream Partners

We interviewed Kevin Coxon, a Manager at Millennium, who stated that he first met Smith while

working for Dynegy Midstream Services (Dynegy), a natural gas marketing company that purchased RIK
gas.

Coxon explained that in mid-2003, while working for Millennium, he was planning to construct a gas
processing facility on a pipeline near Toca, LA. At that time, he said there was only one processing

plant on the pipeline, and his proposed plant would compete with the existing one and give producers
more than one option for processing their gas.

He stated that he spoke to a number of producers at that time and asked them if they would be

interested in the construction of this additional plant. Given that RIK was a big producer, he said he

-~ asked Smith if he and RIK would be in support of the construction of this plant. Coxon stated that in
- response, Smith said RIK would be. “[Smith] being one of the big producers, he said yes.”

L Because the producers he talked tb, including Smith, were in favor of this new plant, Coxon said he
- decided to move forward with the project. In order to move forward, though, he said he needed
environmental work to be performed in order to comply with Louisiana regulations.

Coxon could not recall if he had mentioned the need for this work to Smith or if Smith had mentioned
that he knew of an environmental firm that could perform the work. Either way, he said Geomatrix
‘came up in his discussions with Smith, thus Coxon got in touch with Geomatrix. He stated that the
only way he ever would have found Geomatrix was through Smith. He also stated that Smith never told
him that he worked for Geomatrix as a consultant or was otherwise affiliated with the company.

oxon said Millennium never formally commissioned Geomatrix to perform any work and never paid
¢ company for services. Instead, he said Geomatrix provided Millennium with guidance on three
>parate projects on which he was working and provided several proposals. He stated that none of these
rojects, including the gas processing plant near Toca, LA, ever reached the point where any kind of
greement was executed with Geomatrix. However, he noted that had the projects moved forward, he
ould have continued to use Geomatrix for any needed work.

» Enbridge

Ve interviewed Steve Marsh of Enbridge: who stated that he met Smith while working at Dynegy,
ere Marsh was “heavily” involved with RIK. After Marsh moved to Enbridge, he said Smith
tacted him about Geomatrix. Marsh said he understood that Geomatrix was operated by
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“acquaintances or friends” of Smith and that Smith was trying to help them get their company

“jumpstarted” by finding them work. Marsh said he found it “a bit curious™ that Smith would be
promoting a privately held company while he was talking to Enbridge about RIK business. “Talking to
us about the MMS royalty in kind stuff, and then dropping this other company’s name in there, I
thought it was a bit strange,” Marsh said. Marsh referred Smith to Fred Whitted, another Enbridge
employee.

We interviewed Whitted, who confirmed that he met with Smith at some point to discuss Geomatrix.
During their discussion, Whitted said, Smith told him that it was not a problem for Smith to represent
Geomatrix while simultaneously working for MMS. According to Whitted, Smith said he “did this
with a lot of different companies.”

Smith stated that it “didn’t seem important™ to him to tell prospective Geomatrix clients that he was
employed as a consultant for Geomatrix. He also said this topic was not an issue he would purposely
either bring up or not bring up during his discussions with prospective clients. Smith said, “I wouldn’t
lie, but I don’t know if I led with it.” He further stated that if discussions concerning potential pI‘O_] ects
for Geomatrix went beyond the introductory stage between him and the prospective client, he would
step out of the process.

Geomatrix Work: Non-Marketing

When interviewed, Smith recalled two specific written products that he provided to Geomatrix, and he
offered these as examples of the types of non-marketing work he performed for Geomatrix. The first
wds a document describing the National Environmental Policy Act (NEPA) process that he prepared at
the request of Daus. This document describes the policies and procedures that had to be followed to
comply with NEPA. Second, Smith said he worked on the Geomatrix Statement of Qualifications,
which Geomatrix provided to prospective clients.

When we interviewed Daus, he had no recollection of Smith ever preparing such a NEPA document.
Daus recalled that when he and Smith were engaged in employment discussions in late 2001 and early
2002, Smith said he had expertise in NEPA matters. In response, Daus said he told Smith that
Geomatrix did very little work involving NEPA and therefore did not need such expertise. Further,
Daus said he did not view Smith as a person who was going to provide technical support to Geomatrix
and instead explained that Smith was an “entrée” to prospective oil and gas clients.

 With respect to any documents that Smith did provide to Geomatrix, Daus recalled two: one that Smith
. actually prepared and one that Smith simply prov1ded to Geomatrix. He said both of these documents
“concerned MMS.

~Daus explained that Smith prepared a document describing the MMS permitting process for offshore
:operations. Daus said he wanted this information in order to understand how and where Geomatrix

- might be able to provide services to companies who were involved in obtaining permits from MMS.
~Daus said he thought that if Geomatrix understood the permitting process, it could determine where its
ervices might be applicable and how they could work with companies in that area.

We confirmed Daus’s recollection after reviewing Smith’s MMS e-mails, which identified a September
25,2003 e-mail from Smith to Daus in which Smith described this permitting process.

Daus said the document Smith provided was a copy of a quarterly report that MMS issued on current
vents in the oil and gas industry. Daus sa1d this document described events happening in the “MMS

i
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world.” He said he did not know if this was an internal MMS document or a document that was -
publicly available.

Agent’s Note: Follow-up with MMS disclosed that the agency does generate a quarterly statistical
report that is not for public dissemination. The report contains information on the number of wells
drilled, the number of offshore inspections conducted, the number of drilling permits issued, etc. We
have not been able to substantiate that this was the report Smith provided to Daus.

With respect to Smith’s work on the Geomatrix Statement of Qualifications, Daus confirmed that Smith
did play a limited role in the revision of an ex1st1ng Statement of Qualifications.

Smith’s Use of MMS Resources

By signing his “Request to Engage in Qutside Work or Activity” form, Smith certified that his work
with Geomatrix would “not pose a real or apparent conflict of interest” with his regular duties and that
he would perform the work “only in a nonduty status, without use of government facilities, equipment
supplies, or official information which is not available to the public ....”

The information developed by the investigation is in direct contrast to Smith’s written certification. In
fact, Smith performed Geomatrix work while on duty status, using both government staff and
equipment and official information. Specifically, and as described previously and below, he used an
MMS database, the services of an MMS employee, the MMS Federal Express account, his MMS e-mail
account, and MMS telephones in furcheranpe of his work for Geomatrix.

Smith used his personal e-mail address to communicate with Daus and others concerning his Geomatrix
~ work. However, he also used his MMS e-mail account to communicate with individuals concerning
Geomatrix.

A review of telephone records iéentiﬁed the following outgoing calls placed from the MRM offices in
- Denver to. Geomatrix offices and personnel between September 2002 and April 2003:

18 Geomatnx Ofﬁce in Houston TX

10 [Exemption 7C] Geomatrix Employee

1 [Exemption 7C] Geomatrix Employee

6 [Exemption 7C] Geomatrix Employee

5 Geomatrix Office in Oakland, CA

14 _ | Geomatrix Office in Newport Beach, CA

om MRM'’s records, but it is likely that Smith was the only MRM employee with reason to telephone
eomatrix. In addition, we did not analyze calls made to the oil and gas companies to which Smith
keted Geomatrix given that such an analysis could not determine if the call concerned Geomatrix
usiness, RIK business, or both.

eview of Smith’s MMS travel reimbursement vouchers disclosed that Smith happened to be in
iston on October 31, 2002, at MMS’s expense at the same time he attended the Geomatrix meeting
the Geomatrix employee and Enterprise. We did not find any information revealing that the sole
0S¢ of this or any other MMS-funded trip taken by Smith was to conduct Geomatrix business.
wversely, we found no information identifying the spemfic MMS work that Smith conducted on
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Agent’s Note: A December 12, 2007 legal opinion issued by the OIG’s Office of General Counsel
concludes that a confidential financial disclosure form filer who received multiple benefits in '
connection with-his/her attendance at a single event must treat the entire package of benefits as a
single gift for the purpose of determining whether the gift meets the reporting thresholds of $114 and
$285. However, this opinion also points out that the form’s instructions in 2004, as well as relevant
regulatory examples at that time, did not provide clear guidance for the filer. '

False Statements

We interviewed an OIG Special Agent, who stated that in 2004, he was assigned to conduct an
investigation involving allegations that an RIK employee had possessed and used illegal drugs. In
connection with this investigation, in September 2005, he interviewed this employee and Smith, who
was this employee’s supervisor. The Special Agent said that during his interview, Smith denied any
knowledge of drug activity involving himself or this employee. Smith also stated that he and this
employee had only a professional business relationship and that he had only been to her residence on
one occasion for a party with other MMS employees. The Special Agent stated that the RIK employee -
similarly denied using or distributing drugs in her interview. She also denied having any type of
personal relationship with Smith.

Agent’s Note: A review of the written questions asked by the Special Agent during these interviews, as
well as a review of the notes taken by both the Special Agent and the assisting special agents during
these interviews, disclosed that the Special Agent’s recollection of these interviews were entirely
consistent with both the questions and the notes.

Subsequent to the time of her original interview with the OIG Special Agent, we re-interviewed this
employee. During this second interview, she stated that Smith told her what to say during her interview
with the Special Agent. Specifically, she stated that Smith told her that he had denied everything during his
interview with the Special Agent and that she should “just say I’ve never been to your house.”

When we interviewed one of the RIK employees, she recalled that several months after the incident in
Smith’s car, Smith called her into his office in order to notify her of an OIG investigation. Smith said it
was likely that the OIG would interview him and ask questions about what had happened with her in
his car. Smith went on to tell her that if these questions were asked by investigators, he planned to

" deny everything about the incident.

During his November 2007 interview, Smith stated that his September 2005 statement to the OIG that
he had only a professional business relationship with an RIK employee was “not true.” He also stated
that he attempted to “downplay” other aspects of his relationship with this employee during this same
OIG interview because he was “scared” by the questioning and he did not want to “self incriminate”
and “ruin” his career. Smith stated that he felt that the OIG had no authority or reason to investigate his
alleged sexual relationship with this employee or his alleged drug use, which Smith said occurred
during his own time, away from MMS. “Whether that translates to not telling the truth to the OIG, I
don’t know,” Smith said. '

Smith also denied ever telling anyone to lie to OIG agents about his relationship with her or to lie about

any other matter. Instead, Smith stated that he orily told people that “no one has a right to know what I
do on my personal time.”
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