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JUNE 15-21, 2001
1. King Kong (Deepwater) (Green Canyon 472) (50% WI) – After cementing the 13-3/8” x 11-3/4” tapered casing, a 10-5/8” x 12-1/4” hole was drilled to a total depth of 12,289’ and an evaluation log was run.  It was determined that a sidetrack to a better structural position is required.  We are currently placing a cement plug across the existing productive intervals.
2. Yosemite (Deepwater) (Green Canyon 516 #1) (44% WI) – A 13-3/8” casing string was run and cemented at 8,968’.  Drilling fluid returns were lost when drilling out the 13-3/8” casing.  The lost circulation zone was plugged, using specialty materials as well as a cement plug, and drilling fluid density was reduced to 11.5 ppg.  The lower portion of the 13-3/8” casing has “backed off” approximately 280’ above the setting depth.  Plans are to retrieve the 13-3/8” casing from below the 16” shoe depth, directionally drill around the parted casing and reset the 13-3/8” casing through the interval of lost circulation.

3. Crater Lake (Mississippi Canyon 322/366) (40% WI) – Walter Oil & Gas reached TD depth of 9,820’ on June 17 and logged 96 net feet of pay.  They are currently running 9-5/8” production casing.  An AFE has been received for the next well, the MC 322 #3.  The #3 well will be a straight hole to test the northern shallow amplitude. 
4. Hells Canyon/Monet (Deepwater) (Mississippi Canyon 561/605) (16.7% WI) –Primary objectives have already been seen and were non-productive; now investigating secondary target. Drilled to 14,774’ (PTD 15,500’) well started to flow; currently controlling well.
5. Black Stone Minerals B-1 S/T #3 (Onshore) (40% WI) – The Sidetrack #2 well was plugged with cement and the tubing string cut using a wireline chemical cutter.  The tree has been removed and a blowout preventor installed.  We are presently rigging up a hydraulic workover unit that will be used to perform the sidetrack operation.
6. Texaco Farmout – Have reached verbal agreement on terms.  Waiting on written agreements from Texaco, which are expected June 27.
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CONFIDENTIAL

MANAGEMENT COORDINATION MEETING OF JUNE 21, 2001

HELD AT 580 WESTLAKE PARK BLVD., SUITE 1300

HOUSTON, TEXAS
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1. OPERATIONS

1.1 Development/Key Producing Fields

a.
Aconcagua (Deepwater) (Mississippi Canyon 305) (25% WI) – Plan to begin marketing ½ of Mariner’s interest in July. 
b. Pluto (Deepwater) (Mississippi Canyon 674/718) (51% WI) – The current flow rate is 35 MMCFPD and 4,300 BCPD. 

c. Black Stone Minerals B-1 S/T #3 (Onshore) (40% WI) – The Sidetrack #2 well was plugged with cement and the tubing string cut using a wireline chemical cutter.  The tree has been removed and a blowout preventor installed.  We are presently rigging up a hydraulic workover unit that will be used to perform the sidetrack operation.

d. King Kong (Deepwater) (Green Canyon 472) (50% WI) – After cementing the 13-3/8” x 11-3/4” tapered casing, a 10-5/8” x 12-1/4” hole was drilled to a total depth of 12,289’ and an evaluation log was run.  It was determined that a sidetrack to a better structural position is required.  We are currently placing a cement plug across the existing productive intervals.

1.
OPERATIONS (CONTINUED)

1.2 Development/Key Producing Fields

e. Yosemite (Deepwater) (Green Canyon 516 #1) (44% WI) – A 13-3/8” casing string was run and cemented at 8,968’.  Drilling fluid returns were lost when drilling out the 13-3/8” casing.  The lost circulation zone was plugged, using specialty materials as well as a cement plug, and drilling fluid density was reduced to 11.5 ppg.  The lower portion of the 13-3/8” casing has “backed off” approximately 280’ above the setting depth.  Plans are to retrieve the 13-3/8” casing from below the 16” shoe depth, directionally drill around the parted casing and reset the 13-3/8” casing through the interval of lost circulation.

f.
Galveston 151 A-1 Recompletion - The RBF 253 rig is presently under tow and is expected to arrive on location today.

2.
EXPLORATION & LAND

2.1 Crater Lake (Mississippi Canyon 322/366) (40% WI) – Walter Oil & Gas reached TD depth of 9,820’ on June 17 and logged 96 net feet of pay.  They are currently running 9-5/8” production casing.  An AFE has been received for the next well, the MC 322 #3.  The #3 well will be a straight hole to test the northern shallow amplitude. 

2.2 Hells Canyon/Monet (Deepwater) (Mississippi Canyon 561/605) (16.7% WI) –Primary objectives have already been seen and were non-productive; now investigating secondary target. Drilled to 14,774’ (PTD 15,500’) well started to flow; currently controlling well.

2.3 Eastern Gulf of Mexico Sale 181 (December 2001) – Negotiating a joint bidding partnership with Pioneer.  Expect to have an agreement in place by mid-late June.  Soliciting a third company to join the partnership. 

2.4 East Breaks AMI – Completing an AMI agreement for western East Breaks to encompass the prospective area around the Falcon discovery.  Now planning to finalize by mid-late June.  

2.5 
Texaco Farmout – Have reached verbal agreement on terms.  Waiting on written agreements from Texaco, which are expected June 27.

3.
FINANCE

3.1
Revolver Debt - At June 20, 2001, the balance on the recently-increased $80 million Bank of America-led revolving credit facility was zero due to the receipt of proceeds from the sale of Devils Tower, and we had a short-term cash investment of $23.5 million.  

3.2
Project Finance - Our primary focus is on the use of the MARAD Title XI guarantee program to finance a low cost floating production system (Mariner-I).  Discussions continue with several banks and pipeline companies regarding King Kong infrastructure financing. 

3.3
Capital Markets - Meetings have been held with several investment bankers in the last month to discuss the current status of debt and equity capital markets.  A meeting is also being scheduled for July with one of Mariner’s existing bondholders at their request.

4.
LEGAL
4.1
Canyon Express Project  - Construction Management Agreement and Joint Operating Agreement are scheduled to be executed next week (waiting solely on approval of 1 technical/cost allocation Exhibit).

4.2
Dulcimer Litigation - Co-working interest owners and their underwriters to meet at Mariner’s office on June 26 and 27 to agree on total damages to be claimed and how they will be shared.  Plaintiffs and defendants will participate in a mediation conference on July 24 and 25. 

4.3 Joint Venture Agreements with Pioneer for Lease Sale Participation - Currently revising agreements.  Expect to send redrafts to Pioneer on June 22.

4.4 Argo Prospect - Received draft of Participation Agreement from land department on June 21 and will provide comments to Pioneer on June 26.

4.5 Galveston Island #151 Sidetrack – Finalized offshore jackup contract with R&B Falcon on June 18.

4.6 King Kong Installation Contract with Allseas – Current reviewing.

5.
GAS & OIL SALES

5.1 West Texas Intermediate posted prices:

WTI moved from $25.75 - $25.25 effective June 15.

WTI moved from $25.25 - $24.25 effective June 18.

WTI moved from $24.25 - $23.25 effective June 20.

5.2 NYMEX Gas.  The 12 month forward Nymex price as of June 21 is $3.92 per MMBTU; quotes by month are as follows:

JULY
AUG.
SEPT.
OCT.
NOV.
DEC.

$3.73
$3.80
$3.85
$3.90
$4.11
$4.31

6. ADMINISTRATION
6.1
Insurance – Adjustors have approved and forwarded final summary of claim to underwriters to finalize the Pluto tree builders risk claims.  Underwriters have accepted adjustors findings.  Awaiting final settlement.  Should receive checks from underwriter in a month.  Working with accounting to gather invoices on umbilical claim.  Will schedule meetings with adjustor to review data within the next 7-10 days.  

7.
PRODUCTION

Mariner’s oil and gas prices (restated net of transportation) and production are as follows:


Dec.

Actual
Jan.

Actual
Feb.

Actual
March

Actual
April

Actual
May

Fcst.

Monthly Pre-Hedge Prices:

Oil ($/bbl)
$25.65
$25.61
$25.30
$23.51
$23.04
$25.00

Gas ($/mcf)
$6.46
$10.38
$6.59
$5.42
$5.70
$5.20

Year-to-Date Weighted Average Gas Prices ($/MCF):

W/O Hedge
$3.93
$10.38
$8.50
$7.52
$7.02
$6.64

With Hedge
$3.11
$6.60
$5.84
$5.56
$5.36
$5.20

Production:

Oil (bbl/d)
8,596
8,941
8,125
8,848
8,735
8,100

Gas (mmcf/d)
60.3
56.9
64.2
62.2
67.9
66.0
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