STONE ENERGY CORPORATION

Announces Second Quarter 2005 Earnings
LAFAYETTE, LA. August 2, 2005

Stone Energy Corporation (NYSE: SGY) today announced a 35% increase in net income, which totaled $48.5
million, or $1.79 per share, on oil and gas revenue of $185.2 million for the second quarter of 2005, compared to net
income of $35.9 million, or $1.33 per share, on oil and gas revenue of $142.2 million in the second quarter of 2004.
For the six months ended June 30, 2005, net income totaled $85.8 million, or $3.17 per share, on revenue of $341.4
million compared to net income of $71.7 million, or $2.67 per share, on revenue of $275.8 million during the
comparable 2004 period. All per share amounts are on a diluted basis.

Prices realized during the second quarter of 2005 averaged $49.30 per barrel (Bbl) of oil and $6.50 per
thousand cubic feet (Mcf) of natural gas, which represents a 19% increase, on an Mcfe basis, over second quarter 2004
average realized prices of $37.09 per Bbl of oil and $5.86 per Mcf of natural gas. Average realized prices during the
first six months of 2005 were $48.54 per Bbl of oil and $6.26 per Mcf of natural gas representing a 20% increase on an
Mcfe basis compared to $35.79 per Bbl of oil and $5.67 per Mcf of natural gas realized during the first six months of
2004. All unit pricing amounts include the cash settlement of hedging contracts.

During the second quarters of 2005 and 2004, hedging transactions reduced the average price we received for
natural gas by $0.22 and $0.16 per Mcf, respectively. In addition, average realized oil prices were reduced by $0.59
per Bbl during the second quarter of 2005 as a result of hedges. Hedging transactions did not impact realized oil prices
during the second quarter of 2004. Hedging transactions for natural gas during the first half of 2005 and 2004
decreased the average price we received for natural gas by $0.21 and $0.15 per Mcf, respectively. Average realized oil
prices for the first half of 2005 were reduced by $0.47 as a result of hedges. There was no hedging impact on realized
oil prices for the first half of 2004.

Net daily production volumes during the second quarter of 2005 averaged approximately 285 MMcfe which
represented a 10% increase over average daily production for the first quarter of 2005 and a 9% increase over average
daily production for the comparable quarter in 2004. For the six months ended June 30, 2005, net average daily
production volumes were approximately 273 MMcfe, or 4% higher than average daily production for the six months
ended June 30, 2004.

During the second quarter of 2005, discretionary cash flow increased 31% to $142.4 million compared to
$108.8 million generated during the second quarter of 2004. Net cash flow provided by operating activities, as defined
by generally accepted accounting principles (GAAP), totaled $139.5 million during the second quarter of 2005,
compared to $89.1 million in the second quarter of 2004. For the first six months of 2005, discretionary cash flow
totaled $258.3 million compared to $213.0 million for the comparable 2004 period. Net cash flow provided by
operating activities totaled $250.7 million and $188.3 million during the six months ended June 30, 2005 and 2004,
respectively. (Please see the accompanying financial statements for a reconciliation of discretionary cash flow, a non-
GAAP financial measure, to net cash flow provided by operating activities.)

Lease operating expenses during the second quarter of 2005 totaled $29.7 million compared to $22.9 million
for the comparable quarter in 2004. For the six months ended June 30, 2005 and 2004, lease operating expenses were
$57.6 million and $42.8 million, respectively. The increase in lease operating expenses during the second quarter of
2005 is primarily attributable to an increase in the number of active wells and increases in overall industry service costs
over those in the second quarter of 2004.



Depreciation, depletion and amortization (DD&A) on oil and gas properties for the second quarter of 2005
totaled $65.0 million compared to $49.4 million for the second quarter of 2004. DD&A expense on oil and gas
properties for the six months ended June 30, 2005 totaled $120.4 compared to $95.4 million during the same year-to-
date period of 2004. The increase in DD&A for the second quarter of 2005 is the result of increases in the full-cycle
unit cost of finding and developing proved reserves and the impact of drilling results.

Salaries, general and administrative (SG&A) expenses (exclusive of incentive compensation) for the second
quarter of 2005 were $4.7 million compared to $3.5 million in the second quarter of 2004. For the six months ended
June 30, 2005 and 2004, SG&A totaled $9.5 million and $7.3 million, respectively. The increase in SG&A is due
primarily to an increase in employment of technical personnel during 2005 and salary adjustments.

As of August 1, 2005, we have a borrowing base under the new bank credit facility of $425 million, of which
$273.9 million of borrowings are currently available. As a result of increased bank borrowings and the issuance of
$200 million 6%% Senior Subordinated Notes during December 2004, interest expense increased to $5.7 million, in the
second quarter of 2005 compared to $4.0 million, in the second quarter of 2004. Interest expense totaled $11.3 million

and $7.9 million during the six months ended June 30, 2005 and 2004, respectively.

Capital expenditures during the second quarter of 2005 totaled $103.2 million, including $23.0 million of
acquisition costs, $4.7 million of capitalized general and administrative expenses (inclusive of incentive compensation)
and $4.0 million of capitalized interest. Year-to-date 2005 additions to oil and gas property costs of $305.1 million
include $125.6 million of acquisition costs, $9.9 million of capitalized salaries, general and administrative expenses
(inclusive of incentive compensation) and $7.3 million of capitalized interest. These investments were financed with
cash flow from operating activities, working capital and bank borrowings.

OPERATIONAL UPDATE

During the second quarter of 2005, Stone drilled and evaluated 25 wells, 19 of which were productive. As of
August 1, 2005, Stone has evaluated 38 of the 78 wells planned for 2005. The following is an update of ongoing or
recently completed operations:

Gulf Coast Basin

During the second quarter of 2005, we evaluated 11 wells in the Gulf Coast Basin, nine of which were
successful and two were dry holes. As of August 1, 2005, we are drilling one of the three wells planned for evaluation
in the third quarter of 2005.

East Cameron Block 265. Four successful wells were drilled during the second quarter of 2005 to develop
the July 2004 Donut Prospect discovery. Completion work on all five wells has begun and flow lines have been laid
from the “D” Jacket to the “B” Platform. Construction of the deck is nearing completion and will be installed after all
of the wells have been completed. First production is expected during the fourth quarter from all five wells barring
significant weather delays. Stone has a 50% working interest (WI) and 40.7% net revenue interest (NRI) in these
wells.

Viosca Knoll Block 817. Stone has completed the No. A-2 STK2 Well (Horse Prospect), which was a test of
the F4 sand in a new fault block. The well reached a total measured depth (MD) of 10,950 feet (4,081 feet of true
vertical depth (TVD)) during May. The No. A-2 STK2 Well logged 388 feet MD (63 feet true vertical thickness
(TVT)) of gas pay in the objective sand. The well is flowing at an average daily rate of approximately 7 MMcfe.

Stone recently completed the drilling of the third and final well of the Viosca Knoll Block 817 program, the
No. A-8 STK1 Well (Bison Prospect), designed to test multiple sands at a total depth of 6,460 MD feet (4,261 feet
TVD). The No. A-8 STK1 Well logged a total of 118 feet MD (62 feet TVT) of gas pay in three zones. The well is
currently being completed. Stone has a 100% W1 and 70.3% NRI in these wells.

High Island Block A-568. The No. A-19 Well was drilled and completed from an existing platform during
the second quarter of 2005 to a total depth of 12,651 feet MD (11,692 feet TVD) to test the Stealth Prospect. The No.
A-19 Well logged a total of 90 feet (80 feet TVT) net gas pay in four sands ranging in depth from 6,000-8,000 feet MD



(5,800-7,300 feet TVD), and an additional 16 feet (14 feet TVT) net gas pay in a deeper sand. The No. A-19 Well is
currently producing at an average daily rate of approximately 15 MMcfe and 178 barrels of condensate. Stone has a
66.7% WI and 55.6% NRI in the well.

Garden Banks Block 171. The No. 1 Well to test the Kung Pao Prospect was drilled in 921 feet of water to a
total depth of 17,594 feet MD in May and was plugged and abandoned as a dry hole. Stone had a 50% WI in the well.

Rocky Mountains

Pinedale Anticline. During the second quarter of 2005 using a single rig program, Stone drilled the Rainbow
No. 10-30D, which is currently being completed. Drilling operations are currently underway at the Antelope No. 10-
5D. With the lapse of seasonal restrictions on the Pinedale Anticline, five drilled wells are in the process of being
completed with all completions anticipated to be finalized and related wells on production by the end of the quarter.
Stone plans to drill three additional Pinedale wells during 2005. To date, 21 successful wells have been drilled and
completed or are in the process of being completed. Stone has a 50% W1 and 41% NRI in the Pinedale project and is
the operator of the drilling portion of the project. The project partner operates the completion and production phases.

Dugout Creek. In Carbon County of east central Utah, Stone acquired 27,000 net acres targeting the Ferron
formation (the Dugout Creek project). Stone plans to drill three wells during 2005 to measured depths of 2,000-4,000
feet, with the first two wells currently being drilled and evaluated. Stone has a 100% WI and an 81% NRI in the
Dugout Creek Project.

Williston Basin

Williston Basin. As previously announced, Stone completed its first dual lateral horizontal well, the Bonnie
1-5H, in the Bakken fairway of Richland County, Montana. The well had an initial gross daily production rate of
approximately 890 barrels of oil equivalent (BOE) from completions in both lateral wellbores. Stone’s current daily
production for the Williston Basin totals a net 804 BOE. Stone has reached total depth on a second dual lateral well,
the Charles Nevin No. 1-12H, which is currently being completed in both lateral wellbores. Stone expects to drill 23
gross wells (approximately 12 net wells) during 2005 with three rigs currently running in the basin.

2005 Guidance

Production. Stone expects third quarter 2005 net daily production to average 260-280 MMcfe, which includes
the impact of shut-ins from Tropical Storm Cindy and Hurricane Dennis as well as an estimate for other potential storm
related interruptions. Stone expects full year 2005 net average daily production rates of 260-280 MMcfe.

Estimates for Stone’s future production are based on assumptions of capital expenditure levels and the
assumption that market demand and prices for oil and gas will continue at levels that allow for economic production of
these products. The production, transportation and marketing of liquids and gas are complex processes that are subject
to disruption due to transportation and processing availability, mechanical failure, human error, meteorological events
including, but not limited to, hurricanes, earthquakes, and numerous other factors. Our estimates are based on certain
other assumptions, such as well performance, which may vary significantly from those assumed. Therefore, we can
give no assurance that our future production will be as estimated.

Operating Expenses. For the third quarter of 2005, lease operating expenses are expected to total between
$29-33 million based upon known operating conditions and maintenance activities. Lease operating expenses, which
include major maintenance costs, vary in response to changes in prices of service and materials used in the operation of
our properties and the amount of maintenance activity required. Therefore, we can give no assurance that our future
operating expenses will be as estimated.



Other Information

In this press release, we refer to a non-GAAP financial measure we call discretionary cash flow because of
management’s belief that this measure is a financial indicator of our company’s ability to internally fund capital
expenditures and service debt. Management also believes that this non-GAAP financial measure of cash flow is useful
information to investors because it is widely used by professional research analysts in the valuation, comparison, rating
and investment recommendations of companies within the oil and gas exploration and production industry. Many
investors use the published research of these analysts in making their investment decisions. Discretionary cash flow
should not be considered an alternative to net cash provided by operating activities or net income, as defined by GAAP.

Stone Energy has planned a conference call for 3:00 p.m. CDT on Wednesday, August 3, 2005 to discuss the
operational and financial results for the second quarter of 2005. Anyone wishing to participate should visit our website
at www.StoneEnergy.com for a live web cast or dial 1-877-228-3598 and request the “Stone Energy Call.” If you are
unable to participate in the original conference call, a replay will be available immediately following the completion of
the call on Stone Energy’s Web site. The replay will be available for one week.

Stone Energy is an independent oil and gas company headquartered in Lafayette, Louisiana, and is engaged in
the acquisition and subsequent exploration, development, operation and production of oil and gas properties located in
the conventional shelf of the Gulf of Mexico (GOM), deep shelf of the GOM, deep water of the GOM, Rocky
Mountain basins and the Williston Basin. For additional information, please contact Kenneth H. Beer, Senior Vice
President and Chief Financial Officer, at 337-521-2210-phone, 337-237-0426-fax or via e-mail at
CFO@StoneEnergy.com.

Certain statements in this press release are forward-looking and are based upon Stone’s current belief as to the
outcome and timing of future events. All statements, other than statements of historical facts, that address activities that
Stone plans, expects, believes, projects, estimates or anticipates will, should or may occur in the future, including future
production of oil and gas, future capital expenditures and drilling of wells and future financial or operating results are
forward-looking statements. Important factors that could cause actual results to differ materially from those in the
forward-looking statements herein include the timing and extent of changes in commodity prices for oil and gas,
operating risks and other risk factors as described in Stone’s Annual Report on Form 10-K as filed with the Securities
and Exchange Commission. Should one or more of these risks or uncertainties occur, or should underlying assumptions
prove incorrect, Stone’s actual results and plans could differ materially from those expressed in the forward-looking
statements.



STONE ENERGY CORPORATION

Includes the cash settlement of hedging contracts.
Exclusive of incentive compensation expense.

SUMMARY STATISTICS
(In thousands, except per share/unit amounts)
(Unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2005 2004 2005 2004

FINANCIAL RESULTS

NEL INCOME ...ttt ettt nee s $48,476 $35,903 $85,824 $71,676

Net inCOmMe Per Share .........ccoeveveevivieeiieseeeee e $1.79 $1.33 $3.17 $2.67
PRODUCTION QUANTITIES

Ol (MBDBIS) ..ot 1,612 1,552 2,969 3,096

GaS (MMCT) oo 16,282 14,443 31,531 29,081

Oil and gas (MMCTE).......ocererieiiieiis e 25,954 23,755 49,345 47,657
AVERAGE DAILY PRODUCTION

Ol (MBDIS) ... e 18 17 16 17

GaS (MMCT) o 179 159 174 160

Oil and gas (MMCTE)........coeieiriiiieieeee e 285 261 273 262
REVENUE DATA (1)

Ol TEVENUE ..o $79.476 $57,557 $144,107 $110,796

GAS TEVENUE......ceviveieieieeesieseetestestestesseeeeenesse e sressenee e 105,762 84,667 197,284 165,008

Total 0il and gas reVENUE ..........ccccvevevereriereiicciee e, $185,238 $142,224 $341,391 $275,804
AVERAGE PRICES (1)

Oil (PEr BBI) ..o e $49.30 $37.09 $48.54 $35.79

Gas (PEr MCE) ..o 6.50 5.86 6.26 5.67

............................................................................. 7.14 5.99 6.92 5.79

COST DATA

Lease Operating XPENSES. ........cvviveverervererreresreressesssesseseses $29,684 $22,859 $57,608 $42,750

Salaries, general and administrative expenses (2) ............. 4,667 3,549 9,493 7,290

DD&A expense on oil and gas properties...........cccoevevenene 64,978 49,395 120,405 95,438
AVERAGE COSTS (per Mcfe)

Lease Operating EXPENSES. .......coveveveererreeerssrereesseseresesnanas $1.14 $0.96 $1.17 $0.90

Salaries, general and administrative expenses (2) ............. 0.18 0.15 0.19 0.15

DD&A expense on oil and gas properties.........c.ccoceevervennns 2.50 2.08 244 2.00
AVERAGE SHARES OUTSTANDING - Diluted.......... 27,149 26,954 27,094 26,876



STONE ENERGY CORPORATION

CONSOLIDATED STATEMENT OF OPERATIONS
AND NET CASH FLOW INFORMATION

STATEMENT OF OPERATIONS
Operating revenue:

Oil production ........ccceeveveieverie e
Gas Production ..........cccecevevenereieneneese e
Total operating revenue...................

Operating expenses:

Lease operating eXPeNSES .......cvvveveeereereerereens

Production taXes .........ccoceeeverenenieeiieieienie s

Depreciation, depletion and amortization.........

ACCIEtion BXPENSE ...vcvveveeveriesiesiesieereeeeiesieseens

Salaries, general and administrative expenses..

Incentive compensation expense ...........ccccc.e....

Derivative eXPenseS........cveveveereenecveeseesneenes

Total operating expenses..................

Income from operations..........ccccccceevveveennnene,

Other (income) expenses:

INEEIEST....veeiiie e
Other INCOME ..o
Other EXPENSE .....vcvveeeeeeiere e

Total other expenses........ccccoeevvenee

Income before taxes..........covevveiveiiciee e

Provision for income taxes:

CUIMENL. ettt
(D1 =] £ £ R

NET CASH FLOW INFORMATION

Reconciliation of non-GAAP financial measure:

Discretionary cash flow.........ccccooeiiiininins

Net working capital changes and other............c...........
Investment in put CONEracts...........ccceovveenrinen.

Net cash flow provided by operating activities

(In thousands)

(Unaudited)
Three Months Ended Six Months Ended
June 30, June 30,

2005 2004 2005 2004
$79,476 $57,557 $144,107 $110,796
105,762 84,667 197,284 165,008
185,238 142,224 341,391 275,804

29,684 22,859 57,608 42,750

3,998 1,912 6,425 3,723
65,676 50,060 121,868 96,804
1,789 1,463 3,579 2,926
4,667 3,549 9,493 7,290
367 424 1,013 1,117

- 1,058 - 1,960
106,181 81,325 199,986 156,570
79,057 60,899 141,405 119,234
5,721 3,988 11,345 7,937
(1,242) (708) (1,831) (1,357)

- 2,383 - 2,383

4,479 5,663 9,514 8,963
74,578 55,236 131,891 110,271
26,102 19,333 46,067 38,595
26,102 19,333 46,067 38,595
$48,476 $35,903 $85,824 $71,676
$142,431 $108,788 $258,267 $213,018
(2,961) (19,663) (7,612) (23,003)

- - - (1,683)
$139,470 $89,125 $250,655 $188,332




STONE ENERGY CORPORATION
CONSOLIDATED BALANCE SHEET
(In thousands)

(Unaudited)
June 30, December 31,
2005 2004
Assets
Current assets:
Cash and cash equivalents............c.cceoveveeveeeeescecceceenn $65,912 $24,257
ACCOUNES TECRIVADIE ..ottt 128,590 111,398
Other CUITENT @SSELS.......vvieeiiieie ettt e e e e sbare e 14,104 9,368
Total CUrrent asSetS........occveivveeiiieeiiieecee e 208,606 145,023
Oil and gas properties:
Proved, NBL ......ocoeiie ettt 1,597,933 1,489,498
UNEVAIUALED .......oeeiiviiee e 227,716 153,041
Building and 1and, Net..........cccoviieie i 5,583 5,416
FIXEA ASSELS, NBL...veeiiiieiiiect ettt e et e e e e e e r e e e e e 6,721 4,761
(@1 g T=T =Ty K 1= AR 12,443 23,156
TOAl ASSELS....eeiiievieeieie sttt se e s e e e eae e $2,059,002 $1,820,895
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable to VeNdors ............cccceevvveeieriisceieseeienan, $115,982 $110,845
Undistributed oil and gas proceeds..........cccccevvvvvvereresverennn 52,556 36,457
Fair value of hedging contracts...........cccoevevvevivnevese e 20,038 14,346
Other accrued Habilities ........evvvveiiieeciieieeee e 9,802 11,973
Total current HabilitieS.......ccceeeiviiie e 198,378 173,621
8Y4% Senior Subordinated Notes due 2011 .........coceeevvveeeeiiiieeennns 200,000 200,000
6%:% Senior Subordinated Notes due 2014 .........cccceevvveeeevivieeenns 200,000 200,000
BanK debt......cveiiiiiecee s 158,000 82,000
(D] e =10 [N E= D (I TR 247,700 205,331
Asset retirement obligations ..........coceveiiiriie e 106,973 103,179
Other long-term liabilities.........cccccovvvviivviiee e 2,508 2,430
Total HabilTIES ....cveeiviiiciec e 1,113,559 966,561
COMMON SOCK ....vveiiiiceie e 270 267
Treasury STOCK.......coooveiiiiee e (1,348) (1,462)
Additional paid-in capital ..........ccocvvvveiiiiiiie 477,922 466,478
Unearned COMPENSAtION.......c.ccviieriesieie e sre st sre e (4,019) (1,486)
Retained earniNgS.......cccoveieriieiieiie e e st et sre e sre e e 485,643 399,825
Accumulated other comprehensive 10SS..........ccocerevieiienie e (13,025) (9,288)
Total stockholders’ eqUILY .........ccccooeieieiiiiinees 945,443 854,334

Total liabilities and stockholders’ equity ...........c.ccceenane. $2,059,002 $1,820,895




