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JULY 20-26, 2001

1. King Kong (Deepwater) (Green Canyon 472) (50% WI) – A “storm packer” was set to secure the wellbore after cased hole logs were completed.  The subsea blowout preventer was retrieved and the rig moved 60’ off location.  A 36” pile was jetted in at this adjacent location to provide a foundation for the subsea production manifold.  The rig was moved back over the well location and the subsea tree was run and landed.  The subsea blowout preventer was redressed for completion operations and pressure tested, and is currently being run.

2. Crater Lake (Mississippi Canyon 322/366) (40% WI) – Reached TD in the No. 3 ST1  and found 38’ TVD of excellent quality gas pay on water.  Walter is proceeding with completion operations.  Plan is to produce this well and the previously completed No. 2 through one flowline tied back to the MC 365 (Crystal Field) platform. 

3. Hells Canyon/Monet (Deepwater) (Mississippi Canyon 561/605) (16.7% WI) –Burlington has reached TD and is beginning their logging operations.  Indications from the LWD are that the well encountered non-commercial gas pays and wet sands. 

4. Argo (Deepwater) (Alaminos Canyon 13) (25% WI) – Reached TD last week.  Objective was a well-developed wet sand.  Well was plugged and abandoned. 

5. Texaco Farmout – Reached agreement on depth severance and are now waiting on executed agreements.

6. Black Widow (Deepwater) (Ewing Bank 966) (69% WI) – Will install new separator on host platform within 1-2 weeks to increase through put capacity from present 8,000 BOPD to 9,500-10,000 BOPD.

7. Aconcagua (Deepwater) (Mississippi Canyon 305) (25% WI) – First company is in the data room.  Eight companies are scheduled.  Requesting offers by August 31.
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CONFIDENTIAL

MANAGEMENT COORDINATION MEETING OF JULY 26, 2001

HELD AT 580 WESTLAKE PARK BLVD., SUITE 1300
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ENAC – Enron North America Corp.
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1. OPERATIONS

1.1
Development/Key Producing Fields
a. Aconcagua (Deepwater) (Mississippi Canyon 305) (25% WI) – First company is in the data room.  Eight companies are scheduled.  Requesting offers by August 31. 
b. Pluto (Deepwater) (Mississippi Canyon 674/718) (51% WI) – The current flow rate is 35 MMCFD and 4,300 BCPD. 

c. Black Widow (Deepwater) (Ewing Bank 966) (69% WI) – Will install new separator on host platform within 1-2 weeks to increase through put capacity from present 8,000 BOPD to 9,500-10,000 BOPD.

d. Black Stone Minerals B-1 S/T #3 (Onshore) (80% WI) – The well has been drilled to 10,739’.  Numerous problems were encountered with downhole tool failures, which resulted in having to trip out of the hole with the drill string several times.  We expect to reach total depth ((10,862’) by the end of this week, and anticipate having the well completed and on line by the second week of August.

1. OPERATIONS (CONTINUED)

1.1
Development/Key Producing Fields (continued)
e. King Kong (Deepwater) (Green Canyon 472) (50% WI) – A “storm packer” was set to secure the wellbore after cased hole logs were completed.  The subsea blowout preventer was retrieved and the rig moved 60’ off location.  A 36” pile was jetted in at this adjacent location to provide a foundation for the subsea production manifold.  The rig was moved back over the well location and the subsea tree was run and landed.  The subsea blowout preventer was redressed for completion operations and pressure tested, and is currently being run.

f. Falcon (Deepwater) (East Breaks 690) (50% WI) – Currently working the conceptual development plan comparing a subsea development to a floating production facility.  Have begun negotiations with a pipeline company.  Plan to sanction the project in early September.  Target on line date is the first half of 2003.

2.
EXPLORATION & LAND

2.1
Crater Lake (Mississippi Canyon 322/366) (40% WI) – Reached TD in the No. 3 ST1 and found 38’ TVD of excellent quality gas pay on water.  Walter is proceeding with completion operations.  Plan is to produce this well and the previously completed No. 2 through one flowline tied back to the MC 365 (Crystal Field) platform. 

2.2 Hells Canyon/Monet (Deepwater) (Mississippi Canyon 561/605) (16.7% WI) –Burlington has reached TD and is beginning their logging operations.  Indications from the LWD are that the well encountered non-commercial gas pays and wet sands. 

2.3 Argo (Deepwater) (Alaminos Canyon 13) (25% WI) – Reached TD last week.  Objective was a well-developed wet sand.  Well was plugged and abandoned. 

2.4 Texaco Farmout – Reached agreement on depth severance and are now waiting on executed agreements. 

2.5 Western Gulf of Mexico Lease Sale – OCS Sale 180 – Continuing to evaluate blocks for the sale in August. 

3.
FINANCE

3.1 Revolver Debt - At July 25, 2001, we continue to have no borrowings against our $80 million Bank of America-led revolving credit facility, and we had short-term investments of $42.9 million.

Our mid-year borrowing base redetermination will commence once we furnish our June 30, 2001 reserve report to the bank group, which is due by August 30, 2001.

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). We are currently in discussion with our credit facility banks to ensure an acceptable structure for the MARAD financing.  We then plan to meet with Pioneer’s financial staff to determine the best structure to approach MARAD with.

3.3
Second Quarter Financials – Key dates are as follows:



(
Audit Committee meeting to review financials

August 8



(
Issue news release to announce results


August 9



(
File 10-Q with SEC





August 14

3.4
Accounts Payable Imaging System – We are beginning implementation of a system to image and further automate our accounts payable processing system.  System is expected to be operational in the fourth quarter of 2001. 

4.
LEGAL
4.1 Dulcimer Litigation - Plaintiffs and defendants participated in a mediation conference on July 24 and 25.  A $3,437,500 settlement was reached of which Mariner’s share is $520,000 (to be paid within 60 days).  This amount is additive to the insurance proceeds previously collected. 

4.2 King Kong Installation Contract with Allseas – Comments submitted last week on Allseas’ revised contract.

4.3 TGS Seismic Acquisition Agreement – Finalized contractual terms subject to Board approval. 

4.4 Piston Prospect – Working on agreements with Burlington.

4.5 FPF (“Mariner 1”) Project – Starting work on pro forma contracts for hull and other major components to be included in bid packages. 

5.
GAS & OIL SALES

5.1 West Texas Intermediate posted prices:

WTI moved from $21.75 - $21.50 effective July 19.

WTI moved from $21.50 - $22.25 effective July 20.

WTI moved from $22.25 - $23.00 effective July 23.

5.2 NYMEX Gas.  The 12 month forward Nymex price as of July 25 is $3.61 per MMBTU; quotes by month are as follows:

AUG.
SEPT.
OCT.
NOV.
DEC.
JAN.

$3.28
$3.30
$3.33
$3.58
$3.84
$3.95

6. ADMINISTRATION
6.1 Insurance – Burlington agreed to final summary of claim today from underwriters to finalize the Pluto tree builders risk claims.  Will forward to underwrter today. Should receive checks from underwriter in a month.  Forwarding invoices on umbilical claim to adjustor.

Working with underwriters and broker for hurricane/loop current coverage for Allseas portion of King Kong/Yosemite.

Working with TotalFinaElf on outstanding builders risk coverage on Canyon Express.  

Working with Burlington on Monet/Hells Canyon claim. 

7.
PRODUCTION

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


Jan

Actual
Feb.

Actual
March

Actual
April

Actual
May

Actual
June

Actual

Monthly Pre-Hedge Prices:

Oil ($/bbl)
$25.61
$25.30
$23.51
$23.04
$24.69
$24.15

Gas ($/mcf)
$10.38
$6.59
$5.42
$5.70
$4.97
$3.80

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

W/O Hedge
$10.38
$8.50
$7.52
$7.02
$6.59
$6.21

With Hedge
$6.60
$5.84
$5.56
$5.36
$5.15
$4.96

Production:

Oil (bbl/d)
8,941
8,125
8,848
8,735
8,433
7,791

Gas (mmcf/d)
56.9
64.2
62.2
67.9
63.9
49.4

*Gas production decline in June reflects watering out of Apia field.
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