

INTERNAL MEMORANDUM
		Date:	September 28, 2025
			Ref:	dmc	
To:		Allan D. Keel
From:	Richard R. Clark
Subject:	Sale of Aconcagua Interest


It is recommended Mariner accept Nippon Oil Exploration’s offer to purchase Mariner’s 25% Working Interest in the Mississippi Canyon 305 (Aconcagua) Field for a price of $51 million effective June 1, 2001.  Based on a $3.25/mcfg pricing premise, the purchase price yields a 22% IRR and a full cycle development cost of $1.68/mcfe to the buyer based on Mariner’s most likely reserves of 258 Bcf. The current Ryder Scott reserve estimates for the field are 130 Bcf proved, 110 Bcf probable, and 33 Bcf possible.  On a per unit basis for the Ryder Scott reserve levels, the proposed purchase price yields a $3.17/mcfe full development cost for proved only reserves and a $1.71/mcfe for proved plus probable reserves.  Using the Ryder Scott reserves the purchase price equates to a NPV10 of the value of the proved reserves plus one half the value of the probable reserves.

Nippon was the successful bidder out of a sales process involving 13 companies. Pioneer has a preferential right on one half of the interest and has elected to exercise their right.  

Mariner’s sunk costs through the effective date of the sale are $24 million; therefore, Mariners profit will be  $27 million on the project.  Mariner had projected in the 2001 budget that ½ of our interest would be sold for $20.1 million.  Based on the strong offer from Nippon we recommend selling our entire 25% working interest.  The sale will reduce our reliance on the borrowing base and allow us to focus our investments on operated projects with less mechanical risk.
We recommend your approval of this sale.
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