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PART I - -- FINANCIAL INFORMATION
 
ITEM 1.  FINANCIAL STATEMENTS.
 

Incorporated herein is the following unaudited financial information:
 

Balance Sheet as of September 30, 2005.
 
Statements of Income for the three and nine month periods ended September 30, 2005 and 2004.
 
Statements of Cash Flows for the nine month periods ended September 30, 2005 and 2004.
 
Notes to Financial Statements.
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TGC INDUSTRIES, INC.
BALANCE SHEET
(UNAUDITED)
 



 
  

SEPTEMBER 30,
 

  
2005

 

ASSETS
   

    
CURRENT ASSETS

   

    
Cash and cash equivalents

 

$ 2,060,590
 

Trade accounts receivable
 

1,708,317
 

Cost and estimated earnings in excess of billings on uncompleted contracts
 

1,190,263
 

Prepaid expenses and other
 

645,427
 

    
Total current assets

 

5,604,597
 

    
PROPERTY AND EQUIPMENT - at cost

   

    
Machinery and equipment

 

24,213,899
 

Automobiles and trucks
 

2,917,632
 

Furniture and fixtures
 

365,012
 

Leasehold improvements
 

14,994
 

 

 

27,511,537
 

Less accumulated depreciation and amortization
 

(15,053,512)
 

 

12,458,025
 

    
OTHER ASSETS

 

8,212
 

    
Total assets

 

$ 18,070,834
 

 
See notes to Financial Statements
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SEPTEMBER  30,
 

  
2005

 

LIABILITIES AND SHAREHOLDERS’ EQUITY
   

    
CURRENT LIABILITIES

   

    
Trade accounts payable

 

$ 1,540,792
 

Accrued liabilities
 

794,256
 

Income taxes payable
 

245,520
 

Billings in excess of costs and estimated earnings on uncompleted contracts
 

616,742
 

Current maturities of notes payable
 

2,203,870
 

Current portion of capital lease obligations
 

258,017
 

    
Total current liabilities

 

5,659,197
 

    
NOTES PAYABLE, less current maturities

 

3,465,009
 

    
CAPITAL LEASE OBLIGATIONS, less current portion

 

809,250
 

    
COMMITMENTS AND CONTINGENCIES

 

—
 

    
SHAREHOLDERS’ EQUITY

   

    
Preferred stock, $1.00 par value; 4,000,000 shares authorized:

   

8-1/2% Senior convertible preferred stock;
   

2,519,664 shares issued and outstanding
 

2,519,664
 

    
Common stock, $.01 par value; 25,000,000 Shares authorized; 6,493,717 shares issued

 

64,937
 

    
Additional paid-in capital

 

6,890,754
 

    
Accumulated deficit

 

(1,122,663)
    

Treasury stock, at cost (31,944 shares)
 

(215,314)
    
 

 

8,137,378
 

    
Total liabilities and shareholders’ equity

 

$ 18,070,834
 

 
See notes to Financial Statements
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TGC INDUSTRIES, INC.
STATEMENTS OF INCOME
 

  

Three Months Ended
September 30,

 

Nine Months Ended
September 30,

 

  
(Unaudited)

 
(Unaudited)

 

  
2005

 
2004

 
2005

 
2004

 

          
Revenues

 

$ 7,986,647
 

$ 6,872,740
 

$ 20,934,371
 

$ 14,626,809
 

          
Cost and expenses

         

Cost of services
 

5,132,973
 

5,242,839
 

12,431,328
 

10,683,499
 

Selling, general and administrative
 

505,139
 

300,468
 

1,429,764
 

863,002
 

Depreciation expense
 

912,936
 

257,957
 

1,939,669
 

690,666
 

 

 

6,551,048
 

5,801,264
 

15,800,761
 

12,237,167
 

          
INCOME FROM OPERATIONS

 

1,435,599
 

1,071,476
 

5,133,610
 

2,389,642
 

          
Interest expense

 

110,992
 

6,546
 

190,354
 

14,948
 

          
INCOME BEFORE INCOME TAXES

 

1,324,607
 

1,064,930
 

4,943,256
 

2,374,694
 

          
Income tax expense current

 

(503,978) (27,266) (1,257,230) (27,266)
          
NET INCOME

 

820,629
 

1,037,664
 

3,686,026
 

2,347,428
 

          
          
Less dividend requirements on preferred stock

 

(62,602) (78,815) (196,779) (238,246)
          
          
INCOME ALLOCABLE TO COMMON

SHAREHOLDERS
 

$ 758,027
 

$ 958,849
 

$ 3,489,247
 

$ 2,109,182
 

          
Earnings per common share:

         

Basic
 

$ .12
 

$ .17
 

$ .56
 

$ .37
 

Diluted
 

$ .07
 

$ .09
 

$ .30
 

$ .20
 

          
Weighted average number of common shares:

         

Basic
 

6,409,156
 

5,736,370
 

6,260,675
 

5,719,500
 

Diluted
 

12,567,471
 

12,185,570
 

12,359,855
 

12,007,429
 

 
See notes to Financial Statements
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TGC INDUSTRIES, INC.
STATEMENTS OF CASH FLOWS (UNAUDITED)
 

  

Nine Months Ended 
September 30,

 

  
2005

 
2004

 

CASH FLOWS FROM OPERATING ACTIVITIES
     

Net income
 

$ 3,686,026
 

$ 2,347,428
 

Adjustments to reconcile net income to net cash provided by operating activities:
     

Depreciation and amortization
 

1,939,669
 

690,666
 

Directors fees
 

—
 

11,512
 

Warrants issued for services
 

—
 

7,599
 

Gain on disposal of property and equipment
 

(118,722) (1,250)
Changes in operating assets and liabilities

     

Trade accounts receivable
 

(53,233) (3,069,837)
Cost and estimated earnings in excess of billings on uncompleted contracts

 

(958,739) (293,605)
Prepaid expenses and other

 

(524,707) (8,161)
Other assets

 

(4,817) 1,429
 

Trade accounts payable
 

799,010
 

2,235,254
 

Accrued liabilities
 

444,030
 

14,392
 

Income taxes payable
 

231,169
 

—
 

Billings in excess of cost and estimated earnings on uncompleted contracts
 

(41,214) 1,350,209
 

      
NET CASH PROVIDED BY OPERATING ACTIVITIES

 

5,398,472
 

3,285,636
 

      
CASH FLOWS FROM INVESTING ACTIVITIES

     

Capital expenditures
 

(3,822,100) (1,636,126)
Proceeds from sale of property and equipment

 

118,722
 

1,250
 

      



NET CASH USED IN INVESTING ACTIVITIES
 

(3,703,378) (1,634,876)
      
CASH FLOWS FROM FINANCING ACTIVITIES

     

Dividends paid
 

(142,962) (147,811)
Redemption of 8% Series C Convertible Exchangeable Preferred Stock

 

(36,750) —
 

Proceeds from exercise of stock options
 

61,000
 

15,825
 

Principal payments on notes payable
 

(954,864) (169,304)
Principal payments on capital lease obligations

 

(390,832) (122,126)
      

NET CASH USED IN FINANCING ACTIVITIES
 

(1,464,408) (423,416)
      
NET INCREASE IN CASH AND CASH EQUIVALENTS

 

230,686
 

1,227,344
 

      
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD

 

1,829,904
 

1,025,221
 

      
CASH AND CASH EQUIVALENTS AT END OF PERIOD

 

$ 2,060,590
 

$ 2,252,565
 

      
Supplemental cash flow information

     

      
Interest paid

 

$ 190,354
 

$ 14,948
 

Income taxes paid
 

$ 1,025,286
 

$ 27,266
 

      
Noncash investing and financing activities

     

      
Capital lease obligations incurred

 

$ 866,720
 

$ 312,557
 

Financed equipment purchase
 

$ 4,225,708
 

$ 176,094
 

 
See notes to Financial Statements
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TGC INDUSTRIES, INC.
NOTES TO FINANCIAL STATEMENTS (UNAUDITED)
September 30, 2005
 
NOTE A — BASIS OF PRESENTATION
 
The accompanying unaudited financial statements have been prepared in accordance with generally accepted accounting principles in the United States of
America for interim financial information and the instructions to Form 10-QSB.  Accordingly, they do not include all of the financial information and
footnotes required by generally accepted accounting principles for complete financial statements.
 
NOTE B — MANAGEMENT PRESENTATION
 
In the opinion of management, all adjustments (consisting of normal recurring accruals) considered necessary for a fair presentation of financial position,
results of operations, and changes in financial position have been included.  The results of the interim periods are not necessarily indicative of results to be
expected for the entire year.  For further information, refer to the financial statements and the footnotes thereto included in the Company’s Annual Report for
the year ended December 31, 2004 filed on Form 10-KSB.
 
NOTE C — EARNINGS PER SHARE
 
Basic earnings per common share are based upon the weighted average number of shares of common stock outstanding.  Diluted earnings per share are based
upon the weighted average number of common shares outstanding and, when dilutive, common shares issuable for stock options, warrants and convertible
securities.  The effect of preferred stock dividends on the amount of income available to common shareholders was $.01 for the three months ended
September 30, 2005 and 2004, and $.03 and $.04 for the nine months ended September 30, 2005 and 2004 respectively.
 
The following is a reconciliation of net income and weighted average common shares outstanding for purposes of calculating basic and diluted net income per
share:
 

  

Three Months Ended 
September 30,

 

Nine Months Ended 
September 30,

 

  
(Unaudited)

 
(Unaudited)

 

  
2005

 
2004

 
2005

 
2004

 

Basic:
         

Numerator:
         

Net income
 

$ 820,629
 

$ 1,037,664
 

$ 3,686,026
 

$ 2,347,428
 

Less dividend requirements on preferred stock
 

(62,602) (78,815) (196,779) (238,246)
Income allocable to common shareholders

 

$ 758,027
 

$ 958,849
 

$ 3,489,247
 

$ 2,109,182
 

          
Denominator:

         

Basic - weighted average common shares outstanding
 

6,409,156
 

5,736,370
 

6,260,675
 

5,719,500
 

          
Basic EPS

 

$ .12
 

$ .17
 

$ .56
 

$ .37
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Diluted:

         

Numerator:
         

Income allocable to common Shareholders
 

$ 758,027
 

$ 958,849
 

$ 3,489,247
 

$ 2,109,182
 

Plus dividend requirements on preferred stock
 

62,602
 

78,815
 

196,779
 

238,246
 

Net income
 

$ 820,629
 

$ 1,037,664
 

$ 3,686,026
 

$ 2,347,428
 

          
Denominator:

         

Weighted average common shares outstanding
 

6,409,156
 

5,736,370
 

6,260,675
 

5,719,500
 

Effect of Dilutive Securities:
         

Warrants
 

3,460,235
 

3,155,856
 

3,409,541
 

3,039,429
 

Stock options
 

178,416
 

131,330
 

169,975
 

86,486
 

Convertible Preferred Stock
 

2,519,664
 

3,162,014
 

2,519,664
 

3,162,014
 

 

 

12,567,471
 

12,185,570
 

12,359,855
 

12,007,429
 

          
Diluted EPS

 

$ .07
 

$ .09
 

$ .30
 

$ .20
 

 
NOTE D — DIVIDENDS
 
Holders of the Company’s Series C 8% Convertible Exchangeable Preferred Stock (“Series C Preferred Stock”) received when declared by the Board of
Directors of the Company, dividends at a rate of 8% per annum.  The dividends were payable semi-annually during January and July of each year.  At its
regular meeting, held on June 7, 2005, the Company’s Board of Directors approved the redemption by the Company of all of its currently outstanding
Series C Preferred Stock effective June 30, 2005.  The redemption price was $5.00 per share plus a premium of 40% per share (i.e., $2.00 per share).  In
addition, each share was entitled to receive the regular $.20 dividend that had accrued for the first half of the year.  As of June 30, 2005, all outstanding shares
of the Series C Preferred Stock had been redeemed and there were no dividends in arrears.
 
Holders of the Company’s 8-1/2% Senior Convertible Preferred Stock (the “Senior Preferred Stock”) will receive, when, as and if declared by the Board of
Directors of the Company, dividends at a rate of 8-1/2% per annum.  The dividends are payable semi-annually during June and December of each year.
Dividends paid during 2000 on the Senior Preferred Stock, were paid in additional shares of Senior Preferred Stock, in accordance with the terms of the
Statement of Resolution establishing the Senior Preferred Stock.  In addition, the holders elected to receive payment of the 2001, 2002 and 2003 dividends in
additional shares of Senior Preferred Stock.  At September 30, 2005, there were no dividends in arrears on the Senior Preferred Stock.
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NOTE E — INCOME TAXES
 
At December 31, 2004, the Company had net operating loss carryforwards of approximately $4,980,000 available to offset future taxable income, which
expire at various dates through 2024.   However, the Company anticipates its net operating loss carryforwards will be fully utilized during 2005.  As a result,
the Company began accruing for federal and various state income taxes during the first quarter of 2005. The Company paid estimated federal alternative
minimum tax and various state income taxes for tax year 2004 in the first quarter of 2005.  In addition, during the second quarter of 2005, the Company began
making federal and various state estimated income tax payments for tax year 2005.  These taxes are reflected as current tax expense on the statements of
income.  Presently deferred tax assets are fully reserved.
 
ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS.
 
Overview
 

We are one of the leading providers of seismic data acquisition services in the continental U.S. We currently operate four seismic data acquisition crews.
Substantially all of our revenues are derived from the seismic data acquisition services which we provide to our customers, primarily major and independent
oil and natural gas exploration and development companies in the continental U.S. Demand for our services depends upon the level of spending by these oil
and natural gas companies for exploration, production and development, which activities depend, in part, on oil and natural gas prices. Fluctuations in
domestic oil and natural gas exploration activities and commodity prices have affected the demand for our services and our results of operations in years past
and continue to have a significant impact on our business and results of operations.

 
Our return to profitability in 2003 after several years of losses is directly related to an increase in the level of exploration and development for domestic

oil and natural gas. The increased level of exploration and development is a function of higher prices for oil and natural gas. As a result of the increase in
domestic exploration spending, we have experienced an increased demand for our seismic data acquisition services.

 
We continue to focus on increasing revenues and profitability. Due to the fixed costs we incur, primarily consisting of depreciation, a non-cash item, and

maintenance expenses associated with seismic data acquisition equipment, and crew costs, we strive to maintain high utilization rates for our crews. While
our revenues are mainly affected by the level of customer demand for our services, our revenues are also affected by the pricing for our services that we
negotiate with our customers. As a result of the fixed cost structure of our business, our profitability is affected by the level of productivity of our seismic data
acquisition crews, including crew downtime related to inclement weather, unplanned equipment repairs or delays in acquiring land access permits.
Consequently, our continued growth in revenues and improved profitability is, in part, due to our successful efforts to negotiate more favorable weather
protection provisions in our service agreements with our customers, our ability to mitigate access permit delays and our continued efforts to improve overall
crew productivity by purchasing equipment that operates more efficiently in our markets. Although our customers may cancel their supplemental service
agreements with us on short notice, we believe that we currently have sufficient contracts to sustain operations at full capacity into 2006.

 
How We Generate Our Revenues
 

Our contracts are obtained either through competitive bidding or as a result of negotiations with customers. Contract terms offered by us are generally
dependent on the complexity and risk of operations, energy source
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technique being used (vibroseis or dynamite), type of equipment and the anticipated duration of the work to be performed. The majority of our contracts are
typically subject to termination by the customer upon 60 days advance written notice to us with little or no penalty.
 
Contracts
 

Our seismic data acquisition general service agreements define certain obligations for us and for our customers. A supplemental agreement setting forth
the terms of a specific project, which may be cancelled by either party on short notice, is entered into for every project. We currently operate under
supplemental agreements that are either “turnkey” agreements providing for a fixed fee to be paid to us for each unit of data acquired, or “term” agreements
providing for a fixed hourly, daily or monthly fee during the term of the project or projects. Turnkey agreements generally provide us more profit potential,
but involve more risks because of the potential of crew downtime or operational delays. Under the term agreements, we forego an increased profit potential in
exchange for a more consistent revenue stream with improved protection from crew downtime or operational delays. We attempt to negotiate on a project-by-
project basis some level of weather downtime protection within our agreements; however we may still experience some risk due to inclement weather. We
strive to manage our crews and equipment as a portfolio, balancing the mix of turnkey and term contracts and the type of equipment we use whenever
possible.

 
Our contracts require either dynamite or vibroseis energy source techniques. We incur higher costs on our dynamite contracts than on our vibroseis

contract, due to the costs of third parties that provide dynamite services. Since we recognize additional revenues equivalent to our third party costs, our
EBITDA margins are lower on our dynamite contracts.
 
How We Manage Our Operations
 

Our management team uses a variety of tools to manage our operations. These tools include monitoring our: (1) seismic crew performance; (2) project
scheduling calendar; (3) schedule of pending proposals; and (4) safety performance.

 
Seismic crew performance.   We monitor crew performance on a daily basis by monitoring the production obtained by each crew on the previous day in

relation to the type of geography, weather and type of acquisition technique being employed, vibroseis or dynamite. This review allows us to monitor the
profitability of turnkey contracts and reallocate resources if necessary to increase productivity. We expect our cost of services and selling, general and
administrative (“SG&A”) expenses to increase as a percentage of revenues during periods in which we deploy additional crews, but decrease as a percentage
of revenues as new crews become more efficient and higher revenues are generated.

 
Project scheduling calendar.   Our management team reviews our project scheduling calendar on a daily basis. Monitoring this schedule allows

management to schedule or reschedule projects to most efficiently utilize our resources. This continuous monitoring allows us to limit our crews’ downtime
between jobs and helps us effectively communicate with customers concerning the estimated start dates and completion dates of pending projects.

 
Schedule of pending proposals.   We monitor on a daily basis our list of outstanding proposals. By monitoring this list, we are able to more effectively

schedule our future projects and determine whether we need to follow up with the customer on any of the pending proposals.
 
Safety performance.   Maintaining a strong safety record is a critical component of our operational success. Our field level management team holds a

safety meeting every day to discuss any safety issues that arose the previous day. In an effort to maintain our historic levels of safety performance, we have
engaged a safety specialist through our insurance agency to conduct our safety training courses and review our safety reports on a regular basis.
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Our Growth Strategies
 

We believe that there are significant opportunities for us to increase our revenues and market position in the continental U.S. onshore seismic market by:
 
•                  Optimizing equipment and crew utilization;
 
•                  Maintaining our state-of-the-art technology position;
 
•                  Maintaining our efficient management structure;
 
•                  Managing the mix and terms of our contracts; and
 
•                  Maintaining a conservative balance sheet and disciplined capital spending program.
 

Results of Operations
 

Nine Months Ended September 30, 2005 Compared to nine Months Ended September 30, 2004
 
Revenues.   Our revenues were $20,934,371 for the nine months ended September 30, 2005 compared to $14,626,809 for the same period of 2004, an

increase of 43.1%.  This increase in revenues was attributable to several factors including operating four seismic data acquisition crews in 2005 compared
with three crews for the same period of 2004, increased demand for our services due to increased exploration and development activity by domestic oil and
natural gas companies, price improvements and more favorable contract terms in our agreements with customers and the increased productivity derived from
a new ARAM ARIES recording system, which was put into service in the fourth quarter of 2004.  In addition, our second ARAM ARIES recording system
was put into service in July of 2005.

 



Cost of services.  Cost of services includes the wages and expenses directly related to our field crews and support operations, as well as third party
costs associated with certain contracts provided by non-employee contractors but excludes depreciation expense.  Our cost of services was $12,431,328 for
the nine months ended September 30, 2005 compared to $10,683,499 for the same period of 2004, an increase of 16.4%.  This increase was principally
attributable to our increase in revenues.  However, as a percentage of revenues, cost of services was 59.4% for the nine months ended September 30, 2005
compared to 73.0% for the same period of 2004, a decrease of 13.6%.  This decrease was primarily attributable to the mix of contracts, non-recurring
equipment rental expense that occurred in the second quarter of 2004 and the increased productivity attributable to the new ARAM ARIES recording systems.

 
Selling, general and administrative.  SG&A expenses include the wages and salaries of administrative and sales personnel, as well as other general

overhead costs not directly related to field operations.  SG&A expenses were $1,429,764 for the nine months ended September 30, 2005 compared to
$863,002 for the same period of 2004, an increase of 65.7%. This increase was primarily attributable to additional expenses associated with the Company’s
common stock being listed on the American Stock Exchange, additional compensation expense accrued for incentive bonuses, increased insurance costs,
increased legal expense and expenses associated with additional personnel in 2005 compared with 2004.  SG&A expenses as a percent of revenue increased
to 6.8% for the first nine months of 2005 from 5.9% for the same period of 2004.

 
Depreciation expense.  Depreciation expense was $1,939,669 for the nine months ended September 30, 2005 compared to $690,666 for the same

period of 2004, an increase of 180.1%.  This increase was primarily attributable to capital expenditures of $5,794,553 in 2004, which was incurred
predominantly in the fourth quarter.  In addition, we have incurred depreciation expense associated with $8,914,528 in capital expenditures during the first
nine months of 2005.  As a result, depreciation as a percent of revenue was 9.3% during the first nine months of 2005 compared to 4.7% during the same
period of 2004, an increase of 4.6%.
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Income from operations.  Income from operations was $5,133,610 for the nine months ended September 30, 2005 compared to $2,389,642 for the

same period of 2004 an increase of 114.8%.  This increase was primarily attributable to the increase in revenues and the improvement in our cost of services,
partially offset by increases in SG&A and depreciation expenses.  EBITDA increased $3,992,971 to $7,073,279 in the first nine months of 2005 from
$3,080,308 in the same period of 2004, an increase of 129.6%.  This increase was a result of factors mentioned above.  For a definition of EBITDA, a
reconciliation of EBITDA to net income and a discussion of EBITDA please refer to the section entitled “EBITDA” found below.

 
Interest expense.  Interest expense was $190,354 for the nine months ended September 30, 2005 compared to $14,948 for the same period of 2004. 

This increase was primarily attributable to the debt incurred for the purchase of our first two ARAM ARIES seismic recording systems.  The first system was
purchased in October 2004 and the second system was purchased in June 2005.

 
Income tax expense.  Income tax expense was $1,257,230 for the nine months ended September 30, 2005 compared with $27,266 for the same period

of 2004.  At December 31, 2004, we had net operating loss carryforwards of approximately $4,980,000 available to offset future taxable income that expire at
various dates through 2024. The Company anticipates the net operating loss carryforwards will be depleted during 2005 and the Company will incur federal
income taxes as well as income taxes from various states.  See Note E of Notes to Financial Statements in Item 1.
 

Three Months Ended September 30, 2005 Compared to Three Months Ended September 30, 2004
 

Revenues.   Our revenues were $7,986,647 for the three months ended September 30, 2005 compared to $6,872,740 for the same period of 2004, an
increase of 16.2%.  This increase in revenues was attributable to several factors including operating three seismic data acquisition crews for three months and
a fourth crew for 2.5 months in 2005 compared with three crews for the same period of 2004, increased demand for our services due to increased exploration
and development activity by domestic oil and natural gas companies, price improvements and more favorable contract terms in our agreements with
customers, and the increased productivity derived from our new ARAM ARIES recording systems.

 
Cost of services.  Our cost of services was $5,132,973 for the three months ended September 30, 2005 compared to $5,242,839 for the same period

of 2004, a decrease of 2.1%.  This decrease was principally attributable to the mix of contracts between dynamite and vibroseis.  However, as a percentage of
revenues, cost of services was 64.3% for the three months ended September 30, 2005 compared to 76.3% for the same period of 2004, a decrease of 12.0%. 
This decrease was attributable to several factors including the mix of contracts, non-recurring equipment rental expense that occurred in the third quarter of
2004 and the increased productivity attributable to our new ARAM ARIES recording systems.

 
Selling, general and administrative.  SG&A expenses were $505,139 for the three months ended September 30, 2005 compared to $300,468 for the

same period of 2004, an increase of 68.1%.  This increase was primarily attributable to additional expenses associated with the Company’s common stock
being listed on the American Stock Exchange, additional compensation expense accrued for incentive bonuses, increased insurance costs, increased legal
expense, expenses associated with additional administrative personnel and additional expenses associated with the operation of four crews during the third
quarter of 2005 compared to three crews in the same period of 2004.  SG&A expense as a percentage of revenues increased to 6.3% for the three months
ended September 30, 2005 from 4.4% in the comparable prior year period.

 
Depreciation expense.  Depreciation expense was $912,936 for the three months ended September 30, 2005 compared to $257,957 for the same

period of 2004, an increase of 253.9%.  This increase was primarily attributable to capital expenditures of $5,794,553 in 2004 for which depreciation expense
was realized in 2005.  In addition, we have incurred depreciation expense for the three months ended September 30, 2005 associated with our capital
expenditures during the first nine months of 2005 of $8,914,528.  As a result, depreciation
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expense as a percent of revenues was 11.4% during the three-months ended September 30, 2005 compared to 3.8% in the comparable prior year period.

 
Income from operations.  Income from operations was $1,435,599 for the three months ended September 30, 2005 compared to $1,071,476 for the

same period of 2004, an increase of 34.0%.  This increase was primarily attributable to the increase in revenues and improvement in our cost of services
expense, partially offset by increases in SG&A and depreciation expense.  EBITDA increased $1,019,102 to $2,348,535 in the three-months ended
September 30, 2005 from $1,329,433 in the comparable prior year period, an increase of 76.7%.  This increase was a result of factors mentioned above.  For a
definition of EBITDA, a reconciliation of EBITDA to net income and discussion of EBITDA please refer to the section entitled “EBITDA” found below.



 
Interest expense.  Interest expense was $110,992 for the three months ended September 30, 2005 compared to $6,546 for the same period of 2004. 

This increase was primarily attributable to the debt incurred for the purchase of our first two ARAM ARIES seismic recording systems.
 
Income tax expense.  Income tax expense was $503,978 for the three months ended September 30, 2005 compared to $27,266 for the same period of

2004.  At December 31, 2004, we had net operating loss carryforwards of approximately $4,980,000 available to offset future taxable income that expire at
various dates through 2024. The Company anticipates the net operating loss carryforwards will be depleted during 2005 and the Company will incur federal
income taxes as well as income taxes from various states.  See Note E of Notes to Financial Statements in Item 1.
 
EBITDA
 

We define EBITDA as net income plus interest expense, income taxes and depreciation and amortization expense. We use EBITDA as a
supplemental financial measure to assess:

 
•                  the financial performance of our assets without regard to financing methods, capital structures, taxes or historical cost basis;
 
•                  our liquidity and operating performance over time, and in relation to other companies that own similar assets and that we believe calculate EBITDA

in a manner similar to us; and
 
•                  the ability of our assets to generate cash sufficient for us to pay potential interest costs.
 

We also understand that such data is used by investors to assess our performance. However, EBITDA is not a measure of operating income,
operating performance or liquidity presented in accordance with generally accepted accounting principles. When assessing our operating performance or our
liquidity, you should not consider this data in isolation or as a substitute for our net income, cash flow from operating activities, or other cash flow data
calculated in accordance with generally accepted accounting principles.  EBITDA excludes some, but not all, items that affect net income and operating
income, and these measures may vary among other companies.  Therefore, EBITDA as presented below may not be comparable to similarly titled measures
of other companies.  Further, the results presented by EBITDA cannot be achieved without incurring the costs that the measure excludes: interest, taxes,
depreciation, and amortization.
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The following table reconciles our EBITDA to our net income:

 

  

Three Months Ended
September 30,

 

Nine Months Ended
September 30,

 

  
2005

 
2004

 
2005

 
2004

 

  
(unaudited)

       

Net income
 

$ 820,629
 

$ 1,037,664
 

$ 3,686,026
 

$ 2,347,428
 

Depreciation
 

912,936
 

257,957
 

1,939,669
 

690,666
 

Interest expense
 

110,992
 

6,546
 

190,354
 

14,948
 

Income tax expense
 

503,978
 

27,266
 

1,257,230
 

27,266
 

          
EBITDA

 

$ 2,348,535
 

$ 1,329,433
 

$ 7,073,279
 

$ 3,080,308
 

 
General Trends and Outlook
 

We expect that the primary factor influencing demand for seismic data acquisition services in our industry will continue to be the level of exploration and
development activity by oil and natural gas companies, which in turn, depends largely on current and anticipated oil and natural gas prices and depletion and
consumption rates. In addition, the Energy Information Administration, or EIA, recently forecast that U.S. oil and natural gas consumption will increase at an
average annual rate of 1.5% through 2025. Conversely, the EIA forecasts that U.S. oil production will continue to decline at an average annual rate of (0.8%)
and natural gas production will increase at an average annual rate of only 0.6%.

 
We believe that historical data and industry forecasts suggest an increasing demand for oil and natural gas coupled with a flat or declining production

curve, which should result in the continuation of historically high oil and natural gas prices. We anticipate that oil and natural gas exploration and
development companies will continue to respond to sustained increases in demand and declines in production by expanding their exploration activities and
increasing their capital spending and need for seismic data acquisition services.

 
Liquidity and Capital Resources
 
Cash Flows
 

Cash flows from operating activities.
 
Net cash provided by operating activities was $5,398,472 for the nine months ended September 30, 2005 compared to $3,285,636 for the same

period of 2004.  The $2,112,836 increase in the first nine months of 2005 was principally due to a $1,338,598 increase in net income and a $1,249,003
increase in depreciation expense offset by an increase in the gain on the disposal of equipment of $ 117,472.  Significant components of net cash provided by
operations are the changes, period over period, in accounts receivable, costs and estimated earnings in excess of billings on uncompleted contracts, accounts
payable and billings in excess of costs and estimated earnings on uncompleted contracts.  Accounts receivable increased $3,069,837 in the first nine months
of 2004 to $3,867,291 and increased $53,233 in the first nine months of 2005 to $1,708,317.  These receivable fluctuations were primarily due to the timing
of billings and collections. Costs and estimated earnings in excess of billings on uncompleted contracts increased $293,605 in the first nine months of 2004 to
$324,099 and increased $958,739 in the first nine months of 2005 to $1,190,263.  These costs and estimated earnings in excess of billings on uncompleted
contracts fluctuations were primarily due to the increased level of activity.  Accounts payable increased $2,235,254 in the first nine months of 2004 to
$2,355,403 and increased $799,010 in the first nine months of 2005 to $1,540,792.  These payable fluctuations were primarily due to the mix of contracts and
the timing of receipt and payment of invoices. Billings in excess of costs and estimated earnings on uncompleted contracts increased $1,350,209 in the first



nine months of 2004 and decreased $41,214 in the first nine months of 2005.  These billings in excess of costs and estimated earnings on uncompleted
contracts fluctuations were primarily due to the timing of billings and revenue recognition.
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Working capital decreased $ 907,733 to a negative $54,600 as of September 30, 2005 from the December 31, 2004 working capital of $853,133. 

This was due  to an increase in current maturities of notes payable of approximately $ 1,331,000, primarily associated with the financing of approximately
$1,122,000 for a second ARAM ARIES recording system and approximately $286,000  for three new vibration vehicles.

 
Cash flows used in investing activities.
 
Net cash used in investing activities was $1,634,876 for the nine months ended September 30, 2004 and $3,703,378 for the nine months ended

September 30, 2005.  This increase was due to capital expenditures of $3,822,100 in the nine months ended September 30, 2005 compared to $1,636,126 for
the same period of 2004 offset by proceeds from the sale of equipment of $118,722.

 
Cash flows used in financing activities.
 
Net cash used in financing activities was $423,416 for the nine months ended September 30, 2004 and $1,464,408 for the nine months ended

September 30, 2005.  The increase was due to our redemption of the 8% Series C Convertible Exchangeable Preferred Stock for $36,750, an increase in the
amount of principal payments on our outstanding notes payable of $785,560, an increase in the amount of principal payments on capital lease obligations of
$268,706, offset by a decrease in paid dividends of $4,849 and a decrease in proceeds from the exercise of stock options of $ 45,175.

 
Capital expenditures.
 
During the nine months ended September 30, 2005, capital expenditures of $3,822,100 were used to acquire additional seismic equipment and

vehicles.  In June 2005, we completed a $3,366,253 loan transaction with a commercial lender for the purpose of providing funds for the purchase of a new
ARAM ARIES recording system.  The loan is repayable over a period of thirty-six months at a fixed per annum interest rate of 7.25%.  The loan is
collateralized by the new recording system equipment and the recording truck and two semi-trailers that transport the newly purchased equipment between
projects.  During the third quarter of 2005, we completed a $ 859,455 loan transaction with a commercial lender for the purpose of providing funds for the
purchase of three new buggy mounted vibration vehicles.  The loan is repayable over a period of thirty-six months at a fixed per annum interest rate of
7.25%.  The loan is collateralized by the three new buggy mounted vibration vehicles.  In addition, in September 2005 we entered into an equipment sales
contract to purchase nine new vibration vehicles for a cost of approximately $ 3,200,000.  We anticipate delivery of these vibration vehicles will be during the
first quarter of 2006.  Proceeds from the public offering will be used to purchase these vibration vehicles.  Although we do not budget for our capital
expenditures, we may purchase additional equipment as the demand for our services increases.
 
Capital Resources
 

Historically, we have relied on cash generated from operations and short-term borrowings from commercial banks and equipment lenders and loans from
directors to fund our working capital requirements and capital expenditures.

 
Several years ago we experienced an inadequacy of cash to enable us to sustain our desired level of operations. We sought financing from third parties to

meet our cash needs but found such financing unavailable. As a result, certain of our directors have provided us with the necessary funds. In 1999, we issued
subordinated promissory notes payable in an aggregate principal amount of $312,500 to certain of our directors for debt financing provided and, in connection
therewith, we issued stock purchase warrants to such persons exercisable into an aggregate of 850,000 shares of our common stock at an exercise price of
$0.30 per share and with a
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termination date of July 31, 2009. The subordinated promissory notes bore interest at 8% per annum and were paid in full in December 1999. In 2002 and
2003, certain of our directors agreed to provide us with a needed line of credit in exchange for the issuance of stock purchase warrants. In September 2002,
we issued an aggregate of 1,500,000 stock purchase warrants to these directors in exchange for a line of credit that expired December 31, 2002, in an amount
up to $300,000. The warrants initially covered 1,500,000 shares of common stock, expire on September 10, 2012 and initially were exercisable at $.20 per
share. During September 2002, we borrowed $150,000 of the available funds. The promissory notes, which bore interest at 6.75% per annum, were paid in
full during December 2002 and January 2003. In March 2003, the same group of directors committed to provide a line of credit up to $300,000 through
December 31, 2003. The warrants initially covered an aggregate of 750,000 shares of common stock, were issued in consideration for the commitment to
provide the line of credit, expire on June 12, 2013 and initially were exercisable at $.20 per share. The Company had no borrowings against the line of credit
in 2003. In addition, our majority shareholder, at the time, chose not to provide the lines of credit and approved the transactions in 2002 and 2003.

 
Pursuant to the terms of the warrants issued in 2002 and 2003, the number of shares into which such warrants are issuable and the exercise price have

been adjusted due to the issuance of dividends on the shares of our Series 8½% Senior Convertible Preferred Stock in the form of additional shares of
Series 8½% Senior Convertible Preferred Stock such that the warrants issued in 2002 were exercisable into an aggregate of 1,855,000 shares of our common
stock at an exercise price of $0.16 per share and the warrants issued in 2003 were exercisable into an aggregate of 811,645 shares of our common stock at an
exercise price of $0.18 per share.

 
In October 2005, the Company repurchased all of the outstanding warrants that were issued in 1999, 2002 and 2003 from the warrantholders for an

amount per warrant equal to the price that shares of our common stock were offered to the public in connection with the public offering completed in
October 2005, less the exercise price (the “in the money value”) and an amount equal to the underwriting discounts and commissions on the in the money
value.

 
In April 2005, we entered into a revolving line of credit loan agreement with a commercial bank. On September 16, 2005, we amended our revolving line

of credit under which we may borrow, repay and re-borrow, from time to time until September 2006, up to $3,500,000. Our obligations under this agreement
are secured by a security interest in our accounts receivable. Interest on the outstanding amount under the line of credit loan agreement is payable monthly at



a rate of prime plus 1.0%. The credit loan agreement provides for non-financial and financial covenants, including a minimum debt to worth ratio of 1 to 1.50
and a minimum liquidity of $500,000. As of September 30, 2005, we had no borrowings outstanding under the original line of credit loan agreement.

 
In June 2005, we completed a $3,366,253 loan transaction with a commercial lender for the purpose of providing funds for the purchase of a new ARAM

ARIES recording system. The loan is repayable over a period of 36 months at a fixed per annum interest rate of 7.25%. The loan is collateralized by the new
recording system equipment and the recording vehicle and two semi-trailers that transport the newly purchased equipment between jobs. In addition, in
May 2005 the Company entered into an equipment sales contract with an equipment manufacturer to purchase three new vibration vehicles for a cost of
approximately $1,026,000, and we have received these vibration vehicles. We have obtained financing from a commercial lender for approximately $859,000
of the purchase price of these vibration vehicles for a period of 36 months at a fixed per annum simple interest rate of 7.25%.

 
The board of directors determined to eliminate unnecessary administrative expenses and dividend payments with respect to our outstanding Series C

Preferred Stock by redeeming all of such preferred stock. As a result, the board of directors, at its regular meeting held on June 7, 2005, approved the
redemption by the Company of the Series C Preferred Stock. The redemption privilege was contained in the resolution establishing such preferred stock. The
redemption price was $5.00 per share plus a premium of 40% per share (i.e., $2.00 per share). In addition, each share was entitled to receive the regular $.20
dividend that had accrued for the first half of the year. Thus, the redemption price was $7.20 per share. On June 30, 2005, the Company redeemed all 5,250
shares of its Series C Preferred Stock for $36,750 plus accrued dividends of $1,050.

 
16

 
Our board of directors approved a resolution providing for redemption of all of our outstanding 8½% Senior Convertible Preferred Stock upon the

consummation of our public offering in October 2005. Under the terms of the resolution creating such 8½% Senior Convertible Preferred Stock, each share is
redeemable at $1.75 per share and each holder of our 8½% Senior Convertible Preferred Stock has an option to convert each share of our 8½% Senior
Convertible Preferred Stock into one share of our common stock. All of the holders of our 8½% Senior Convertible Preferred Stock elected to convert their
shares of 8½% Senior Convertible Preferred Stock into shares of our common stock.

 
In October 2005, we completed our public offering of 5.5 million shares of common stock at a price of $7.50 per share.  In November 2005, the

underwriters of the public offering exercised a portion of their over-allotment option and purchased an additional 285,700 shares of our common stock at
$7.50 per share.  The sales resulted in aggregate net proceeds of approximately $40,572,000.

 
In October 2001, the Company entered into a three-year operating lease for the Company’s headquarters facility located in Plano, Texas. In

April 2004, the Company executed an addendum to its operating lease. The addendum extended the term of the lease until March 31, 2009, and increased the
square footage of the office and outdoor storage area. Additionally, in August 2005, the Company entered into a 38 month operating lease for additional office
and warehouse space in Plano, Texas.

 
Contractual Obligations
 

The following table summarizes payments due in specific periods related to our contractual obligations as of September 30, 2005:
 

  
Payments Due by Period

 

Contractual Obligations
 

Total
 

Within
1 Year

 
1-3 Years

 
3-5 Years

 

After
5 Years

 

  
(In thousands)

         

Operating lease obligations
 

$ 457
 

$ 132
 

$ 279
 

$ 46
 

$ -0-
 

Debt Obligations
 

$ 5,669
 

$ 2,196
 

$ 3,473
 

$ -0-
 

$ -0-
 

Capital lease obligations
 

$ 1,067
 

$ 485
 

$ 582
 

$ -0-
 

$ -0-
 

            
Total

 

$ 7,193
 

$ 2,813
 

$ 4,334
 

$ 46
 

$ -0-
 

 
We believe that our capital resources, including our short-term investments, funds available under our line of credit loan agreement and cash flow

from operations, are adequate to meet our current operational needs. We believe that we will be able to finance our 2005 capital expenditures through cash
flow from operations, borrowings from commercial lenders and the proceeds from our public offering completed in October 2005. However, our ability to
satisfy working capital requirements, meet debt repayment obligations and fund future capital requirements will depend principally upon our future operating
performance, which is subject to the risks inherent in our business.

 
Off-Balance Sheet Arrangements
 

As of September 30, 2005, we had no off-balance sheet arrangements.
 

Critical Accounting Policies
 

The preparation of our financial statements in conformity with generally accepted accounting principles requires us to make certain assumptions and
estimates that affect the reported amounts of assets and liabilities at the date of our financial statements and the reported amounts of revenues and expenses
during the reporting period. Because of the use of assumptions and estimates inherent in the reporting process, actual results could differ from those estimates.
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Revenue Recognition.
 
Our services are provided under cancelable service contracts. These contracts are either “turnkey” or “term” agreements. The Company recognizes

revenues when services are performed under both types of agreements. Services are defined as the commencement of data acquisition. Under turnkey
agreements, revenue is recognized on a per unit of data acquired rate, as services are performed. Under term agreements, revenue is recognized on a per unit
of time worked rate, as services are performed. In the case of a cancelled service contract, we recognize revenue and bill our customer for services performed
up to the date of cancellation.



 
In some instances, we bill customers in advance of the services performed. In those cases, we recognize the liability as deferred revenue.
 
Allowance for Doubtful Accounts.
 
We prepare our allowance for doubtful accounts receivable based on our past experience of historical write-offs, our current customer base and our

review of past due accounts. The inherent volatility of the energy industry’s business cycle can cause swift and unpredictable changes in the financial stability
of our customers.

 
Impairment of Long-lived Assets.
 
We review long-lived assets for impairment when triggering events occur suggesting deterioration in the assets recoverability or fair value.

Recognition of an impairment charge is required if future expected net cash flows are insufficient to recover the carrying value of the asset. Our forecast of
future cash flows used to perform impairment analysis includes estimates of future revenues and profitability based on our historical results and analysis of
future oil and natural gas prices which is fundamental in assessing demand for our services. If we are unable to achieve these cash flows, our estimates would
be revised, potentially resulting in an impairment charge in the period of revision.

 
Depreciable Lives of Property, Plant and Equipment.
 
Our property, plant and equipment are capitalized at historical cost and depreciated over the useful life of the asset. Our estimation of this useful life

is based on circumstances that exist in the seismic industry and information available at the time of the purchase of the asset. The technology of the equipment
used to gather data in the seismic industry has historically evolved such that obsolescence does not occur quickly. As circumstances change and new
information becomes available, these estimates could change. We amortize these capitalized items using the straight-line method.

 
Tax Accounting.
 
We account for our income taxes in accordance with SFAS No. 109, “Accounting for Income Taxes,” which requires the recognition of amounts of

taxes payable or refundable for the current year and an asset and liability approach in recognizing the amount of deferred tax liabilities and assets for the
future tax consequences of events that have been recognized in our financial statements or tax returns. We determine deferred taxes by identifying the types
and amounts of existing temporary differences, measuring the total deferred tax asset or liability using the applicable tax rate and reducing the deferred tax
asset by a valuation allowance if, based on available evidence, it is more likely than not that some portion or all of the deferred tax assets will not be realized.
Our methodology for recording income taxes requires judgment regarding assumptions and the use of estimates, including determining our annual effective
tax rate and the valuation of deferred tax assets, which can create variance between actual results and estimates. The process involves making forecasts of
current and future years’ taxable income and unforeseen events may significantly effect these estimates. Those factors, among others, could have a material
impact on our provision or benefit for income taxes.
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Stock Based Compensation.
 
In accordance with the Accounting Principles Board (APB) Opinion No. 25, “Accounting for Stock Issued to Employees,” we do not record

compensation for stock options or other stock-based awards that are granted to employees or non-employee directors with an exercise price equal to or above
the common stock market price on the grant date.

 
Recently Issued Accounting Pronouncements
 

In December 2004, the Financial Accounting Standards Board (FASB) issued FASB Statement No. 123R, “Share Based Payment” (FAS 123R),
which requires that compensation costs relating to share-based payments be recognized in our financial statements.  We currently account for those payments
under the recognition and measurement principles of APB Opinion No. 25, “Accounting for Stock Issued to Employees,” and related interpretations. The final
requirements are effective for periods beginning after June 15, 2005.  Although the transition method to be used to adopt the standard has not been selected,
the impact of adoption is expected to have minimal impact on our results of operations, financial position and liquidity.

 
In December 2004, the FASB issued FASB Statement No. 153, “Exchange of Nonmonetary Assets, - an Amendment of APB Opinion No. 29,” (FAS

153), which is effective for our asset-exchange transactions beginning July 1, 2005.  Under APB 29, assets received in certain types of nonmonetary
exchanges were permitted to be recorded at the carrying value of the assets that were exchanged (i.e., recorded on a carryover basis).  As amended by FAS
153, assets received in some circumstances will have to be recorded instead at their fair values.  In the past, we have not engaged in the nonmonetary asset
exchanges for significant amounts.

 
Effect of Inflation
 

We do not believe that inflation has had a material effect on our business, results of operations or financial condition during the past two years.
 

FORWARD-LOOKING STATEMENTS
 

This report includes “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of
the Securities Exchange Act of 1934, as amended.  All statements other than statements of historical fact included in this report regarding the Company’s
strategies and plans for growth are forward looking statements.  These forward-looking statements are often characterized by the terms “may,” “will,”
“anticipate,” “estimate,” “expect,” “project,” “intend,” “plan,” “believe,” “target,” and other words and terms of similar meanings and do not reflect historical
facts.  Although management believes that the expectations reflected in such forward-looking statements are reasonable, it can give no assurance that such
expectations will prove to have been correct.  Important factors that could cause actual results to differ materially from such expectations are disclosed in the
Company’s Securities and Exchange Commission filings, and include, but are not limited to, the dependence upon energy industry spending for seismic
services, the unpredictable nature of forecasting weather, the potential for contract delay or cancellation, the potential for fluctuations in oil and gas prices,
and the availability of capital resources.  The forward-looking statements contained herein reflect the current views of the Company’s management, and the



Company assumes no obligation to update the forward-looking statements or to update the reasons actual results could differ from those contemplated by
such forward-looking statements.

 
ISSUES AND UNCERTAINTIES
 

We have a history of losses, and we may incur losses again.
 
Although we reported net income (before dividend requirements on preferred stock) of approximately $3,686,000 for the nine months ended

September 30, 2005, we have a history of losses with only two profitable
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years since 1998. In 2004, we had net income (before dividend requirements on preferred stock) of approximately $2,868,000, and in 2003 we had net income
(before dividend requirement on preferred stock) of approximately $555,000. Our ability to be profitable in the future will depend on many factors beyond
our control, but primarily on the level of demand for land-based seismic data acquisition services by oil and natural gas exploration and development
companies. Even if we do achieve profitability, we may not be able to sustain or increase profitability on a quarterly or annual basis. To date, we have not paid
a significant amount of income taxes due to our net operating loss carryforwards. However, we anticipate utilizing all of our net operating loss carryforwards
in 2005, which will result in our payment of federal and state income taxes in 2005.

 
Our revenues and operating results can be expected to fluctuate from period to period.
 
Our revenues, operating results and profitability may fluctuate from period to period. These fluctuations are attributable to the level of new business in a

particular period, the timing of the initiation, progress or cancellation of significant projects, higher revenues and expenses on our dynamite contracts and
costs we incur to train new crews we may add in the future to meet increased customer demand. Fluctuations in our operating results may also be affected by
other factors that are outside of our control such as permit delays, weather delays and crew productivity. Oil and natural gas prices are at record highs, and
have resulted in increasing demand for our services. There can be no assurance that high prices will continue. The demand for our services will be adversely
affected by a significant reduction in oil and natural gas prices. Since our business has high fixed costs, the negative effect of one or more of these factors
could trigger wide variations in our operating revenues, EBITDA margin and profitability from quarter to quarter, which render quarter to quarter
comparisons unreliable as an indicator of performance. Due to the factors discussed above, you should not expect sequential growth in our quarterly revenues
and profitability.

 
We are implementing a growth strategy which, if successful, will place significant demands on us and subject us to numerous risks.
 
Growing businesses often have difficulty managing their growth. If our growth strategy is successful, significant demands will be placed on our

management, accounting, financial, information and other systems and on our business. We will have to expand our management and continue recruiting and
employing experienced executives and key employees capable of providing the necessary support. In addition, to manage our anticipated growth we will need
to continue to improve our financial, accounting, information and other systems in order to effectively manage our growth, and in doing so could incur
substantial additional expenses that could harm our financial results. We cannot assure you that our management will be able to manage our growth
effectively or successfully. Our failure to meet these challenges could materially impair our business.

 
We are dependent upon significant customers.
 
We derive a significant amount of our revenues from a small number of oil and natural gas exploration and development companies. During 2004 and the

nine months ended September 30, 2005, our two largest customers (which were not the same customers in 2004 and 2005) accounted for approximately
48.4% and 27.6% of revenues, respectively. While our revenues are derived from a concentrated customer base, our significant customers may vary between
years. If we lose one or more major customers in the future, or if one or more customers encounter financial difficulties, our business, financial condition and
results of operations could be materially and adversely affected.
 

We receive revenues from customers who engage consultants for processing and interpreting the seismic data we provide.
 
We receive revenues from customers who have engaged consultants to process and interpret their seismic data. Consultants can have an influence in

determining which company its customers use to acquire seismic data. A consultant could recommend that its customers consider using other seismic
companies.
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We face intense competition in our business from companies with greater financial resources.
 
The seismic data acquisition services industry is a highly competitive business in the continental U.S. Our competitors include companies with financial

resources that are significantly greater than our own as well as companies of comparable and smaller size.
 
Technological change in our business creates risks of technological obsolescence and requirements for future capital expenditures. If we are

unable to keep up with these technological advances, we may not be able to compete effectively.
 
Seismic data acquisition technologies historically have steadily improved and progressed, and we expect this progression to continue. Our strategy is to

upgrade our seismic data acquisition equipment on a regular basis to maintain our competitive position. However, since we are in a capital intensive industry
and have limitations on our ability to obtain the financing necessary to enable us to purchase state-of-the-art equipment, some of our competitors may be able
to purchase newer equipment when we may not be able to do so.

 
We are dependent on our management team and key employees and the loss of any of them could harm our business.
 



We have limited management depth with the result that the loss, whether by death, departure or illness, of Wayne A. Whitener, our President and Chief
Executive Officer, or our other senior executives could have a material adverse effect on the ability of management to continue operations at the same level of
efficiency. We have key man insurance on the life of our President and Chief Executive Officer so that, in the event of his untimely death, we would receive
the insurance proceeds of $1,000,000 under this policy.

 
Certain members of our management team are not subject to employment or non-competition agreements and may leave our employment at

any time.
 
None of the members of our management team, other than our President and Chief Executive Officer, are subject to employment agreements or non-

competition agreements; therefore, any of these members of our management team could leave our employment upon little or no notice which could have a
material adverse effect on our management’s ability to continue operations at the same level of effectiveness. Additionally, the lack of non-competition
agreements would allow these members of our management team to immediately begin working for one of our competitors upon the termination of their
relationship with us, which could have a negative impact on our strategic plan and our relationships with customers.

 
We extend credit to our customers without requiring collateral, and a default by a customer could have a material adverse effect on our

operating revenues.
 
We perform ongoing credit evaluations of our customers’ financial conditions and, generally, require no collateral from our customers. A default in

payment from one of these large customers could have a material adverse effect on our operating revenues for the period involved.
 
Certain of our core assets are pledged as collateral for short term notes that require large monthly payments.
 
Certain assets that are critical to our operations, including our two ARAM ARIES recording systems, are pledged as collateral to our equipment lenders

and could be subject to foreclosure in the event that we default on our indebtedness. We currently have debt obligations covering the purchase of our two
ARAM ARIES recording systems that require monthly payments between approximately $67,000 and $82,000 for the first ARAM ARIES recording system
and between approximately $94,000 and $114,000 for the second ARAM ARIES recording system, each over 36 month terms. Any decline in our operations
could inhibit our ability to make these substantial monthly payments. In light of the short terms of these notes, a failure to make the monthly payments on
these notes could cause our lenders to promptly foreclose on the assets securing these notes. The foreclosure of certain of our core assets securing these notes
could severely limit our ability to continue operations.
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We may be subject to liability claims that are not covered by our insurance.
 
Our business is subject to the general risks inherent in land-based seismic data acquisition activities. Our activities are often conducted in remote areas

under dangerous conditions, including the detonation of dynamite. These operations are subject to risks of injury to personnel and equipment. Our crews are
mobile, and equipment and personnel are subject to vehicular accidents. These risks could cause us to experience equipment losses, injuries to our personnel
and interruptions in our business.

 
In addition, we could be subject to personal injury or real property damage claims in the normal operation of our business. Such claims may not be

covered under the indemnification provisions in our general service agreements to the extent that the damage is due to our negligence, gross negligence or
intentional misconduct.

 
We do not carry insurance against certain risks that we could experience, including business interruption resulting from equipment maintenance or

weather delays. We obtain insurance against certain property and personal casualty risks and other risks when such insurance is available and when our
management considers it advisable to do so. Currently we maintain employers liability with limits of $1,000,000 per accident and $2,000,000 in aggregate,
commercial general liability of $1,000,000 per accident and $2,000,000 in aggregate, pollution liability of $1,000,000 per accident and $2,000,000 in
aggregate, automobile liability with a $1,000,000 combined single limit and a $10,000,000 umbrella policy. Our general service agreements require us to have
specific amounts of insurance. There can be no assurance, however, that any insurance obtained by us will be adequate to cover any losses or liabilities, or
that this insurance will continue to be available or available on terms which are acceptable to us. Liabilities for which we are not insured, or which exceed the
policy limits of our applicable insurance, could have a materially adverse effect on us.

 
We are subject to the requirements of Section 404 of the Sarbanes-Oxley Act. If we are unable to timely comply with Section 404 or if the costs

related to compliance are significant, our profitability, stock price and results of operations and financial condition could be materially adversely
affected.

 
We will be required to comply with the provisions of Section 404 of the Sarbanes-Oxley Act of 2002 by December 31, 2007. Section 404 requires that

we document and test our internal control over financial reporting and issue management’s assessment of our internal control over financial reporting. This
section also requires that our independent registered public accounting firm opine on those internal controls and management’s assessment of those controls.
We are currently evaluating our existing controls against the standards adopted by the Committee of Sponsoring Organizations of the Treadway Commission,
or COSO. During the course of our ongoing evaluation and integration of the internal control over financial reporting, we may identify areas requiring
improvement, and we may have to design enhanced processes and controls to address issues identified through this review.

 
We believe the out-of-pocket costs, the diversion of management’s attention from running the day-to-day operations and operational changes caused by

the need to comply with the requirements of Section 404 of the Sarbanes-Oxley Act could be significant. If the time and costs associated with such
compliance exceed our current expectations, our profitability could be affected.

 
We cannot be certain at this time that we will be able to successfully complete the procedures, certification and attestation requirements of Section 404 or

that we or our auditors will not identify material weaknesses in internal control over financial reporting. If we fail to comply with the requirements of
Section 404 or if we or our auditors identify and report any material weakness, the accuracy and timeliness of the filing of our annual and quarterly reports
may be negatively affected and could cause investors to lose confidence in our reported financial information, which could have a negative effect on the
trading price of our common stock. In addition, a material weakness in the effectiveness of our internal control over financial reporting could result in an
increased chance of fraud and the loss of customers, reduce our ability to obtain financing and require additional expenditures to comply with these
requirements, each of which could negatively impact our business, profitability and financial condition.
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We derive all of our revenues from companies in the oil and natural gas exploration and development industry, a historically cyclical industry

with levels of activity that are significantly affected by the levels and volatility of oil and natural gas prices.
 
Any prolonged reduction in the overall level of exploration and development activities, whether resulting from changes in oil and natural gas prices or

otherwise, can adversely impact us in many ways by negatively affecting:
 
•                  our revenues, cash flows and profitability;
 
•                  our ability to maintain or increase our borrowing capacity;
 
•                  our ability to obtain additional capital to finance our business and the cost of that capital; and
 
•                  our ability to attract and retain skilled personnel whom we would need in the event of an upturn in the demand for our services.
 
Worldwide political, economic and military events have contributed to oil and natural gas price volatility and are likely to continue to do so in the future.

Depending on the market prices of oil and natural gas, oil and natural gas exploration and development companies may cancel or curtail their drilling
programs, thereby reducing demand for our services. Oil and natural gas prices have been volatile historically and, we believe, will continue to be so in the
future. Many factors beyond our control affect oil and natural gas prices, including:

 
•                  the cost of exploring for, producing and delivering oil and natural gas;
 
•                  the discovery rate of new oil and natural gas reserves;
 
•                  the rate of decline of existing and new oil and natural gas reserves;
 
•                  available pipeline and other oil and natural gas transportation capacity;
 
•                  the ability of oil and natural gas companies to raise capital;
 
•                  actions by OPEC (the Organization of Petroleum Exporting Countries);
 
•                  political instability in the Middle East and other major oil and natural gas producing regions;
 
•                  economic conditions in the U.S. and elsewhere;
 
•                  domestic and foreign tax policy;
 
•                  weather conditions in the U.S. and elsewhere;
 
•                  the pace adopted by foreign governments for the exploration, development and production of their national reserves;
 
•                  the price of foreign imports of oil and natural gas; and
 
•                  the overall supply and demand for oil and natural gas.
 
The high fixed costs of our operations could result in operating losses.
 
Companies within our industry are typically subject to high fixed costs which primarily consist of depreciation, a non-cash item, and maintenance

expenses associated with their seismic data acquisition equipment and crew costs. In addition, ongoing maintenance capital expenditures, as well as new
equipment investment, can be significant. As a result, any extended periods of significant downtime or low productivity caused by reduced demand, weather
interruptions, equipment failures, permit delays or other causes could adversely affect our results of operations.

 
Our operations are subject to delays related to obtaining land access rights of way from third parties which could affect our results of

operations.
 
Our seismic data acquisition operations could be adversely affected by our inability to obtain timely right of way usage from both public and private land

and/or mineral owners. Delays associated with obtaining such rights of way could negatively affect our results of operations.
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Our industry has recently experienced shortages in the availability of equipment. Any difficulty we experience replacing or adding equipment

could adversely affect our business.
 
We may not be able to acquire equipment to replace our existing equipment or add additional equipment. The high demand for the services that we

provide has decreased the supply of geophysical equipment, resulting in extended delivery dates on orders of new equipment. Any delay in obtaining
equipment could delay the implementation of additional crews and restrict the productivity of our existing crews. Although we have ordered nine vibration



vehicles to be delivered in the first quarter of 2006, the acquisition of these additional units could be delayed for several months due to the high demand for
the vehicles. A delay in obtaining equipment essential to our operations could have a material adverse effect on our operations.

 
Our business is subject to government regulation which may adversely affect our future operations.
 
Our operations are subject to a variety of federal, state and local laws and regulations, including laws and regulations relating to the protection of the

environment and archeological sites. We are required to expend financial and managerial resources to comply with such laws and related permit requirements
in our operations, and we anticipate that we will continue to be required to do so in the future. Although such expenditures historically have not been material
to us, the fact that such laws or regulations change frequently makes it impossible for us to predict the cost or impact of such laws and regulations on our
future operations. The adoption of laws and regulations that have the effect of reducing or curtailing exploration and development activities by energy
companies could also adversely affect our operations by reducing the demand for our services.

 
SUBSEQUENT EVENTS
 

In October 2005, we completed our public offering of 5.5 million shares of common stock at a price of $7.50 per share.  Simultaneously with the
closing of the public offering, all of the Company’s 2,519,664 outstanding shares of 8.5% Senior Convertible Preferred Stock were converted into common
stock.  In November 2005, the underwriters of the public offering exercised a portion of their over-allotment option and purchased an additional 285,700
shares of our common stock at $7.50 per share.  As a result, the Company’s only class of securities is common stock with 14,833,137 shares currently
outstanding.  The sales resulted in aggregate net proceeds of approximately $40,572,000.  Approximately $24,001,000 of the proceeds was used to repurchase
and cancel stock purchase warrants exercisable into 3,516,645 shares of our common stock.  Approximately $4,100,000 of the proceeds was used to purchase
our third ARAM ARIES  recording system.
 

On November 1, 2005, we announced we had secured a sufficient number of additional contracts to deploy our fifth field seismic acquisition crew. 
This crew became operational on November 1, 2005, and is using the recently purchased third ARAM ARIES recording system.
 
ITEM 3. CONTROLS AND PROCEDURES.
 

Under the supervision and with the participation of the Company’s management, including the Company’s Chief Executive Officer and Principal
Financial and Accounting Officer, the Company performed an evaluation of the effectiveness of the design and operation of the Company’s disclosure
controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act) as of September 30, 2005.  Based upon that
evaluation, the Chief Executive Officer and Principal Financial and Accounting Officer concluded that the Company’s disclosure controls and procedures are
effective in enabling the Company to record, process, summarize and report information required to be included in reports filed or submitted under the
Exchange Act within the required time period.  There were no changes in the Company’s internal controls over financial reporting or in other factors during
the quarter ended September 30,2005 that have materially affected or are reasonably likely to materially affect the Company’s internal control over financial
reporting.

 
The Company continues to take action to assure compliance with the internal controls, disclosure controls, and other requirements of the Sarbanes-

Oxley Act of 2002.  Our management, including our Chief Executive Officer and Principal Financial and Accounting Officer, cannot guarantee that our
internal controls and
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disclosure controls will prevent all possible errors or all fraud.  A control system, no matter how well conceived and operated, can provide only reasonable,
not absolute, assurance that the objectives of the control system are met. In addition, the design of a control system must reflect the fact that there are resource
constraints, and the benefit of controls must be relative to their costs.  Because of the inherent limitations in all control systems, no system of controls can
provide absolute assurance that all control issues and instances of fraud, if any, within the Company have been detected.  These inherent limitations include
the realities that judgments in decision-making can be faulty and that breakdowns can occur because of simple error or mistake.  Further, controls can be
circumvented by individual acts of some persons, by collusion of two or more persons, or by management override of the controls.

 
The design of any system of controls also is based in part upon certain assumptions about the likelihood of future events, and there can be no

assurance that any design will succeed in achieving its stated goals under all potential future conditions.  Over time, a control may be inadequate because of
changes in conditions or the degree of compliance with the policies or procedures may deteriorate.  Because of inherent limitations in a cost-effective control
system, misstatements due to error or fraud may occur and not be detected.

 
PART II - OTHER INFORMATION
 
ITEM 1. LEGAL PROCEEDINGS.
 

There have been no material changes to the information reported under Item 1 – Legal Proceedings of our quarterly report on Form 10-QSB for the
quarter ended June 30, 2005.

 
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS.
 

Pursuant to Section 3(a)(9) of the Securities Act of 1933, as amended, and the terms of our Series 8-1/2% Senior Convertible Preferred Stock, on
August 1, 2005, Sidney Todres, converted 100,000 shares of such preferred stock into 100,000 shares of our common stock.

 
Pursuant to Section 3(a)(9) of the Securities Act of 1933, as amended, and the terms of our Series 8-1/2% Senior Convertible Preferred Stock, on

August 3, 2005, National Investor Services Corp. FBO Ann C. Green Roth IRA, converted 3,000 shares of such preferred stock into 3,000 shares of our
common stock.

 
Pursuant to Section 3(a)(9) of the Securities Act of 1933, as amended, and the terms of our Series 8-1/2% Senior Convertible Preferred Stock, on

August 17, 2005, Arthur J. & Melanie Gajarsa converted 23,100 shares of such preferred stock into 23,100 shares of our common stock.
 

ITEM 3. DEFAULTS UPON SENIOR SECURITIES. – None.



 
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS. - None
 
ITEM 5. OTHER INFORMATION. – None.
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ITEM 6. EXHIBITS.
 

The following exhibits are included herein:
 
EXHIBIT
NO.

 

DESCRIPTION

3.1
 

Restated Articles of Incorporation (with amendment) as filed with the Secretary of State of Texas on June 20, 2003, filed as Exhibit 3.4 to
the Company’s Annual Report on Form 10-KSB for the fiscal year ended December 31, 2003, and incorporated herein by reference.

   
3.2

 

Bylaws, as amended and restated December 1, 2004 filed as Exhibit 3.2 to the Company’s Registration Statement on Form SB-2/A on
September 20, 2005 (Registration No. 333-128018), and incorporated herein by reference.

   
4.1

 

Form of Specimen Stock Certificate filed as Exhibit 4.1 to the Company’s Registration Statement on Form SB-2/A on September 20,
2005 (Registration No. 333-128018), and incorporated herein by reference.

   
4.2

 

Statement of Resolution Establishing Series of Preferred Stock of TGC Industries, Inc. filed as Exhibit 2 to the Company’s Current
Report on Form 8-K filed on August 11, 1993, and incorporated herein by reference.

   
4.3

 

Statement of Resolution Establishing Series C 8% Convertible Exchangeable Preferred Stock of TGC Industries, Inc. filed as Exhibit B
to the Company’s Current Report on Form 8-K dated July 15, 1996, filed with the Securities and Exchange Commission and incorporated
herein by reference.

   
4.4

 

Statement of Resolution Regarding Series C 8% Convertible Exchangeable Preferred Stock of TGC Industries, Inc. filed as Exhibit 4.3 to
the Company’s Annual Report on Form 10-KSB/A for the fiscal year ended December 30, 1998, and incorporated herein by reference.

   
4.5

 

Statement of Resolution Regarding Series C 8% Convertible Exchangeable Preferred Stock of TGC Industries, Inc. filed as Exhibit 4.4 to
the Company’s Annual Report on Form 10-KSB for fiscal year ended December 31, 2000, and incorporated herein by reference.

   
4.6

 

Statement of Resolution regarding Series C 8% Convertible Exchangeable Preferred Stock of TGC Industries, Inc. filed as Exhibit 4.5 to
the Company’s Annual Report on Form 10-KSB for fiscal year ended December 31, 2001, and incorporated herein by reference.

   
4.7

 

Statement of Resolution regarding Series C 8% Convertible Exchangeable Preferred Stock of TGC Industries, Inc. filed as Exhibit 4.6 to
the Company’s Annual Report on Form 10-KSB for fiscal year ended December 31, 2002, and incorporated herein by reference.

   
4.8

 

Statement of Resolution regarding Series C 8% Convertible Exchangeable Preferred Stock of TGC Industries, Inc. filed as Exhibit 4.7 to
the Company’s Annual Report on Form 10-KSB for the fiscal year ended December 31, 2004, and incorporated herein by reference.

   
4.9

 

Form of Debenture Agreement and Debenture for 8% Subordinated Convertible Debentures, Series A, filed as Exhibit 4.2 to the
Company’s Registration Statement on Form SB-2 (Registration No. 333-12269), as amended, filed with the Securities and Exchange
Commission on September 19, 1996, and incorporated herein by reference.
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4.10

 

Form of Warrant Agreement dated July 28, 1995, as amended, and Warrant, filed as Exhibit 4.3 to the Company’s Registration Statement
on Form SB-2 (Registration No. 333-12269), as amended, filed with the Securities and Exchange Commission and incorporated herein
by reference.

   
4.11

 

Debenture Agreement dated December 10, 1999, with respect to the Company’s $2,500,000 8 1/2% Convertible Subordinated Debenture,
Series B payable to Wedge Energy Services, L.L.C., filed as Exhibit 4.6 to the Company’s Annual Report on Form 10-KSB for the fiscal
year ended December 31, 1999, and incorporated herein by reference.

   
4.12

 

Statement of Resolution Establishing 8-1/2% Senior Convertible Preferred Stock of TGC Industries, Inc. filed as Exhibit 4.8 to the
Company’s Annual Report on Form 10-KSB for fiscal year ended December 31, 2000, and incorporated herein by reference.

   
4.13

 

Statement of Resolution regarding 8-1/2% Senior Convertible Preferred Stock of TGC Industries, Inc. filed as Exhibit 4.11 to the
Company’s Annual Report on Form 10-KSB for fiscal year ended December 31, 2002, and incorporated herein by reference.

   
4.14

 

Form of Warrant Agreement and Warrant Certificate dated September 10, 2002, filed as Exhibit 4.14 to the Company’s Registration
Statement on Form SB-2/A on September 20, 2005 (Registration No. 333-128018), and incorporated herein by reference.

   
4.15

 

Form of Warrant Agreement and Warrant Certificate dated June 12, 2003, filed as Exhibit 14.15 to the Company’s Registration Statement
on Form SB-2/A on September 20, 2005 (Registration No. 333-128018), and incorporated herein by reference.

   
4.16

 

Form of Warrant Agreement and Warrant Certificate dated December 15, 2004, filed as Exhibit 4.16 to the Company’s Registration
Statement on Form SB-2/A on September 20, 2005 (Registration No. 333-128018), and incorporated herein by reference.

   



10.1 Employment Contract by and among TGC Industries, Inc. and Wayne A. Whitener, dated August 26, 2005, filed as Exhibit 10.1 to the
Company’s Current Report on Form 8-K dated August 31, 2005, and incorporated herein by reference.

   
10.2

 

Form of Indemnification Agreement, filed as Exhibit 10.2 to the Company’s Current Report on Form 8-K dated August 31, 2005, and
incorporated herein by reference.

   
10.3

 

Commercial Lease Agreement dated August 25, 2005, by and among TGC Industries, Inc. and JSS/Capital Avenue, L.P., filed as
Exhibit 10.3 to the Company’s Current Report on Form 8-K dated August 31, 2005, and incorporated herein by reference.

   
10.4

 

Promissory Note by and among TGC Industries, Inc. and Sovereign Bank, N.A., dated September 16, 2005, filed as Exhibit 10.1 to the
Company’s Current Report on Form 8-K dated September 20, 2005, and incorporated herein by reference.

   
10.5

 

Business Loan Agreement by and among TGC Industries, Inc. and Sovereign Bank, N.A., dated September 16, 2005, filed as
Exhibit 10.2 to the Company’s Current Report on Form 8-K dated September 20, 2005, and incorporated herein by reference.
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10.6

 

Promissory Note by and among TGC Industries, Inc. and General Electric Capital Corporation, dated September 2, 2005, filed as
Exhibit 10.3 to the Company’s Current Report on Form 8-K dated September 20, 2005, and incorporated herein by reference.

   
10.7

 

Amendment, dated September 9, 2005, to the Promissory Note by and among TGC Industries, Inc. and General Electric Capital
Corporation, dated September 2, 2005, filed as Exhibit 10.4 to the Company’s Current Report on Form 8-K dated September 20, 2005,
and incorporated herein by reference.

   
10.8

 

Promissory Note by and among TGC Industries, Inc. and General Electric Capital Corporation, dated September 12, 2005, filed as
Exhibit 10.5 to the Company’s Current Report on Form 8-K dated September 20, 2005, and incorporated herein by reference.

   
10.9

 

Amendment, dated September 9, 2005, to the Promissory Note by and among TGC Industries, Inc. and General Electric Capital
Corporation, dated September 12, 2005, filed as Exhibit 10.6 to the Company’s Current Report on Form 8-K dated September 20, 2005,
and incorporated herein by reference.

   
10.10

 

Amendment, dated September 12, 2005, to the Promissory Note by and among TGC Industries, Inc. and General Electric Capital
Corporation, dated September 12, 2005, filed as Exhibit 10.7 to the Company’s Current Report on Form 8-K dated September 20, 2005,
and incorporated herein by reference.

   
10.11

 

Promissory Note by and among TGC Industries, Inc. and General Electric Capital Corporation, dated September 19, 2005, Filed as
Exhibit 10.1 to the Company’s Current Report on Form 8-K filed on September 30, 2005, and incorporated herein by reference.

   
10.12

 

Form of Warrant Purchase Agreement from Directors filed as Exhibit 10.12 to the Company’s Registration Statement on Form SB-2/A on
September 20, 2005 (Registration No. 333-128018), and incorporated herein by reference.

   
*31.1

 

Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 302 of the Sarbanes-Oxley
Act of 2002.

   
*31.2

 

Certification of Principal Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 302 of the Sarbanes-Oxley
Act of 2002.

   
*32.1

 

Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002.

   
*32.2

 

Certification of Principal Financial and Accounting Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

 

*Filed herewith.
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SIGNATURES

 
In accordance with the requirements of the Exchange Act, the registrant caused this report to be signed on its behalf by the undersigned, thereunto duly
authorized.
 

 

TGC INDUSTRIES, INC.
  
Date: November 14, 2005 /s/ Wayne A. Whitener

 

 

Wayne A. Whitener
 

President & Chief
 

Executive Officer
 

(Principal Executive Officer)
  
  

 



Date: November 14, 2005 /s/ Kenneth W. Uselton
 

Kenneth W. Uselton
 

Treasurer (Principal Financial
 

and Accounting Officer)
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EXHIBITS INDEX
 
EXHIBIT
NO.

 

DESCRIPTION

3.1
 

Restated Articles of Incorporation (with amendment) as filed with the Secretary of State of Texas on June 20, 2003, filed as Exhibit 3.4 to
the Company’s Annual Report on Form 10-KSB for the fiscal year ended December 31, 2003, and incorporated herein by reference.

   
3.2

 

Bylaws, as amended and restated December 1, 2004 filed as Exhibit 3.2 to the Company’s Registration Statement on Form SB-2/A on
September 20, 2005 (Registration No. 333-128018), and incorporated herein by reference.

   
4.1

 

Form of Specimen Stock Certificate filed as Exhibit 4.1 to the Company’s Registration Statement on Form SB-2/A on September 20,
2005 (Registration No. 333-128018), and incorporated herein by reference.

   
4.2

 

Statement of Resolution Establishing Series of Preferred Stock of TGC Industries, Inc. filed as Exhibit 2 to the Company’s Current
Report on Form 8-K filed on August 11, 1993, and incorporated herein by reference.

   
4.3

 

Statement of Resolution Establishing Series C 8% Convertible Exchangeable Preferred Stock of TGC Industries, Inc. filed as Exhibit B
to the Company’s Current Report on Form 8-K dated July 15, 1996, filed with the Securities and Exchange Commission and incorporated
herein by reference.

   
4.4

 

Statement of Resolution Regarding Series C 8% Convertible Exchangeable Preferred Stock of TGC Industries, Inc. filed as Exhibit 4.3 to
the Company’s Annual Report on Form 10-KSB/A for the fiscal year ended December 30, 1998, and incorporated herein by reference.

   
4.5

 

Statement of Resolution Regarding Series C 8% Convertible Exchangeable Preferred Stock of TGC Industries, Inc. filed as Exhibit 4.4 to
the Company’s Annual Report on Form 10-KSB for fiscal year ended December 31, 2000, and incorporated herein by reference.

   
4.6

 

Statement of Resolution regarding Series C 8% Convertible Exchangeable Preferred Stock of TGC Industries, Inc. filed as Exhibit 4.5 to
the Company’s Annual Report on Form 10-KSB for fiscal year ended December 31, 2001, and incorporated herein by reference.

   
4.7

 

Statement of Resolution regarding Series C 8% Convertible Exchangeable Preferred Stock of TGC Industries, Inc. filed as Exhibit 4.6 to
the Company’s Annual Report on Form 10-KSB for fiscal year ended December 31, 2002, and incorporated herein by reference.

   
4.8

 

Statement of Resolution regarding Series C 8% Convertible Exchangeable Preferred Stock of TGC Industries, Inc. filed as Exhibit 4.7 to
the Company’s Annual Report on Form 10-KSB for the fiscal year ended December 31, 2004, and incorporated herein by reference.
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4.9

 

Form of Debenture Agreement and Debenture for 8% Subordinated Convertible Debentures, Series A, filed as Exhibit 4.2 to the
Company’s Registration Statement on Form SB-2 (Registration No. 333-12269), as amended, filed with the Securities and Exchange
Commission on September 19, 1996, and incorporated herein by reference.

   
4.10

 

Form of Warrant Agreement dated July 28, 1995, as amended, and Warrant, filed as Exhibit 4.3 to the Company’s Registration Statement
on Form SB-2 (Registration No. 333-12269), as amended, filed with the Securities and Exchange Commission and incorporated herein
by reference.

   
4.11

 

Debenture Agreement dated December 10, 1999, with respect to the Company’s $2,500,000 8 1/2% Convertible Subordinated Debenture,
Series B payable to Wedge Energy Services, L.L.C., filed as Exhibit 4.6 to the Company’s Annual Report on Form 10-KSB for the fiscal
year ended December 31, 1999, and incorporated herein by reference.

   
4.12

 

Statement of Resolution Establishing 8-1/2% Senior Convertible Preferred Stock of TGC Industries, Inc. filed as Exhibit 4.8 to the
Company’s Annual Report on Form 10-KSB for fiscal year ended December 31, 2000, and incorporated herein by reference.

   
4.13

 

Statement of Resolution regarding 8-1/2% Senior Convertible Preferred Stock of TGC Industries, Inc. filed as Exhibit 4.11 to the
Company’s Annual Report on Form 10-KSB for fiscal year ended December 31, 2002, and incorporated herein by reference.

   
4.14

 

Form of Warrant Agreement and Warrant Certificate dated September 10, 2002, filed as Exhibit 4.14 to the Company’s Registration
Statement on Form SB-2/A on September 20, 2005 (Registration No. 333-128018), and incorporated herein by reference.

   
4.15

 

Form of Warrant Agreement and Warrant Certificate dated June 12, 2003, filed as Exhibit 14.15 to the Company’s Registration Statement
on Form SB-2/A on September 20, 2005 (Registration No. 333-128018), and incorporated herein by reference.

   
4.16

 

Form of Warrant Agreement and Warrant Certificate dated December 15, 2004, filed as Exhibit 4.16 to the Company’s Registration
Statement on Form SB-2/A on September 20, 2005 (Registration No. 333-128018), and incorporated herein by reference.

   
10.1

 

Employment Contract by and among TGC Industries, Inc. and Wayne A. Whitener, dated August 26, 2005, filed as Exhibit 10.1 to the
Company’s Current Report on Form 8-K dated August 31, 2005, and incorporated herein by reference.



   
10.2

 

Form of Indemnification Agreement, filed as Exhibit 10.2 to the Company’s Current Report on Form 8-K dated August 31, 2005, and
incorporated herein by reference.

   
10.3

 

Commercial Lease Agreement dated August 25, 2005, by and among TGC Industries, Inc. and JSS/Capital Avenue, L.P., filed as
Exhibit 10.3 to the Company’s Current Report on Form 8-K dated August 31, 2005, and incorporated herein by reference.

   
10.4

 

Promissory Note by and among TGC Industries, Inc. and Sovereign Bank, N.A., dated September 16, 2005, filed as Exhibit 10.1 to the
Company’s Current Report on Form 8-K dated September 20, 2005, and incorporated herein by reference.
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10.5

 

Business Loan Agreement by and among TGC Industries, Inc. and Sovereign Bank, N.A., dated September 16, 2005, filed as
Exhibit 10.2 to the Company’s Current Report on Form 8-K dated September 20, 2005, and incorporated herein by reference.

   
10.6

 

Promissory Note by and among TGC Industries, Inc. and General Electric Capital Corporation, dated September 2, 2005, filed as
Exhibit 10.3 to the Company’s Current Report on Form 8-K dated September 20, 2005, and incorporated herein by reference.

   
10.7

 

Amendment, dated September 9, 2005, to the Promissory Note by and among TGC Industries, Inc. and General Electric Capital
Corporation, dated September 2, 2005, filed as Exhibit 10.4 to the Company’s Current Report on Form 8-K dated September 20, 2005,
and incorporated herein by reference.

   
10.8

 

Promissory Note by and among TGC Industries, Inc. and General Electric Capital Corporation, dated September 12, 2005, filed as
Exhibit 10.5 to the Company’s Current Report on Form 8-K dated September 20, 2005, and incorporated herein by reference.

   
10.9

 

Amendment, dated September 9, 2005, to the Promissory Note by and among TGC Industries, Inc. and General Electric Capital
Corporation, dated September 12, 2005, filed as Exhibit 10.6 to the Company’s Current Report on Form 8-K dated September 20, 2005,
and incorporated herein by reference.

   
10.10

 

Amendment, dated September 12, 2005, to the Promissory Note by and among TGC Industries, Inc. and General Electric Capital
Corporation, dated September 12, 2005, filed as Exhibit 10.7 to the Company’s Current Report on Form 8-K dated September 20, 2005,
and incorporated herein by reference.

   
10.11

 

Promissory Note by and among TGC Industries, Inc. and General Electric Capital Corporation, dated September 19, 2005, Filed as
Exhibit 10.1 to the Company’s Current Report on Form 8-K filed on September 30, 2005, and incorporated herein by reference.

   
10.12

 

Form of Warrant Purchase Agreement from Directors filed as Exhibit 10.12 to the Company’s Registration Statement on Form SB-2/A on
September 20, 2005 (Registration No. 333-128018), and incorporated herein by reference.

   
*31.1

 

Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 302 of the Sarbanes-Oxley
Act of 2002.

   
*31.2

 

Certification of Principal Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 302 of the Sarbanes-Oxley
Act of 2002.

   
*32.1

 

Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002.

   
*32.2

 

Certification of Principal Financial and Accounting Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

 

*Filed herewith.
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EXHIBIT 31.1
 

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
 

I, Wayne A. Whitener, Chief Executive Officer of TGC Industries, Inc. certify that:
 
1.                                       I have reviewed this quarterly report on Form 10-QSB of TGC Industries, Inc.;
 
2.                                       Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to state a material fact

necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect
to the period covered by this quarterly report;

 
3.                                       Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly present in all

material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this
quarterly report;

 
4.                                       The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined

in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and we have:
 

a)                                      designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this quarterly report is being prepared;

 
b)                                     evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this quarterly report our

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this quarterly
report based on such evaluation; and

 
c)                                      disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s

most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control
over financial reporting.

 
5.                                       The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial

reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent
function):

 
a)                                      all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are

reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
 
1

 
b)                                     any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s

internal control over financial reporting.
 
Date: November 14, 2005
 
 
 

/s/ Wayne A. Whitener
 

 

Wayne A. Whitener
 

President & Chief
 

Executive Officer
 

(Principal Executive Officer)
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EXHIBIT 31.2
 

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
 

I, Kenneth W. Uselton, Principal Financial Officer of TGC Industries, Inc. certify that:
 
1.                                       I have reviewed this quarterly report on Form 10-QSB of TGC Industries, Inc.;
 
2.                                       Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to state a material fact

necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect
to the period covered by this quarterly report;

 
3.                                       Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly present in all

material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this
quarterly report;

 
4.                                       The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined

in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and we have:
 

a)                                      designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this quarterly report is being prepared;

 
b)                                     evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this quarterly report our

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this quarterly
report based on such evaluation; and

 
c)                                      disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s

most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control
over financial reporting.

 
5.                                       The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial

reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent
function):

 
a)                                      all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are

reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
 
1

 
b)                                     any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s

internal control over financial reporting.
 
Date: November 14, 2005
 
 
 

/s/ Kenneth W. Uselton
 

 

Kenneth W. Uselton
 

Treasurer (Principal Financial
 

and Accounting Officer)
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EXHIBIT 32.1
 

Certification of
Chief Executive Officer

of TGC Industries, Inc. Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

 
This certification is furnished solely pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. 1350) and accompanies the quarterly report on
Form 10-QSB (the “Form 10-QSB”) for the quarter ended September 30, 2005 of TGC Industries, Inc. (the “Company”).  I, Wayne A. Whitener, the Chief
Executive Officer of the Company, certify that, to the best of my knowledge:
 
(1)                                  The Form 10-QSB fully complies with the requirements of section 13(a) or section 15(d), as applicable, of the Securities Exchange Act of 1934; and
 
(2)                                  The information contained in the Form 10-QSB fairly presents, in all material respects, the financial condition and results of operations of the

Company as of, and for, the periods presented in the Form 10-QSB.
 
Dated: November 14, 2005
 
 
 

/s/ Wayne A. Whitener
 

 

Wayne A. Whitener
 

Chief Executive Officer
 
The foregoing certification is being furnished as an exhibit to the Form 10-QSB pursuant to Item 601(b)(32) of Regulation S-B and Section 906 of the
Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of Section 1350, Chapter 63 of Title 18, United States Code) and accordingly, is not being filed as part of
the Form 10-QSB for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, and is not incorporated by reference into any filing of the
Company, whether made before or after the date hereof, regardless of any general incorporation language in such filing.

 



EXHIBIT 32.2
 

Certification of
Principal Financial and Accounting Officer

of TGC Industries, Inc. Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

 
This certification is furnished solely pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. 1350) and accompanies the quarterly report on
Form 10-QSB (the “Form 10-QSB”) for the quarter ended September 30, 2005 of TGC Industries, Inc. (the “Company”).  I, Kenneth W. Uselton, Principal
Financial and Accounting Officer of the Company, certify that, to the best of my knowledge:
 
(1)                                  The Form 10-QSB fully complies with the requirements of section 13(a) or section 15(d), as applicable, of the Securities Exchange Act of 1934; and
 
(2)                                  The information contained in the Form 10-QSB fairly presents, in all material respects, the financial condition and results of operations of the

Company as of, and for, the periods presented in the Form 10-QSB.
 
Dated: November 14, 2005
 
 
 

/s/ Kenneth W. Uselton
 

 

Kenneth W. Uselton
 

Treasurer (Principal Financial
 

and Accounting Officer)
 
The foregoing certification is being furnished as an exhibit to the Form 10-QSB pursuant to Item 601(b)(32) of Regulation S-B and Section 906 of the
Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of Section 1350, Chapter 63 of Title 18, United States Code) and accordingly, is not being filed as part of
the Form 10-QSB for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, and is not incorporated by reference into any filing of the
Company, whether made before or after the date hereof, regardless of any general incorporation language in such filing.

 


