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Mariner Energy, Inc. (NYSE: ME) is a growth-oriented oil and gas
company with diversified operations in the Permian Basin and
the Gulf of Mexico, both in deepwater and on the continental
shelf. The company pursues a balance of projects ranging from
high-risk, high-impact exploration in the deepwater to relatively
low-risk, repeatable drilling onshore. This strategy is designed to
create a moderate risk profile while affording stockholders the
significant potential upside of an active deepwater exploration
company. The company is headquartered in Houston, Texas,
with regional offices in Lafayette, Louisiana, and Midland, Texas.

Offshore: Onshore:

Drilling underway approximately
100 miles offshore at Mariner’s
discovery well on South Marsh Is-
land Block 150 on the Gulf of
Mexico shelf.

Drilling underway at the Schwartz
36-1 well in the Deadwood Field in
Glasscock County, Texas.

2008 Reserves

Mariner Energy’s proved and probable
reserves are fully engineered by the
Ryder Scott Company.

Proved: 974 Bcfe Probable: 285 Bcfe

199 Bcfe

339 Bcfe 20% 122 Bcfe
35%, 42%

93 Bcfe
33%

437 Bcfe
45%

M Deepwater M Shelf M Permian Basin

On the cover:

Mariner Energy offers stockholders a unique portfolio of onshore and
offshore assets, combining proven development expertise with a wide array
of exploration opportunities.

2008 Accomplishments

* Year-over-year net production increased 18%
to 118.4 billion cubic feet equivalent (Bcfe)

® 217% reserve replacement rate from all sources

¢ Year-end estimated proved reserves up 17%
to 973.9 Bcfe

¢ Operating cash flow (non-GAAP) increased
42% to $885.9 million

¢ 100% drilling success rate onshore at 122 wells;
80% drilling success rate offshore at 25 wells

¢ Successful acquisitions of Gulf of Mexico shelf
and Permian Basin assets

¢ Acquired 19 blocks in Outer Continental
Lease Sale 206




Financial Highlights

(Dollars in thousands, unless specified) Year Ending December 31
2008 2007 2006 2005
Revenues $ 1,300,507 $ 874,765 $ 659,505 $ 199,710
Full Cost Ceiling Test Impairment $ 575,607 na na na
Goodwill Impairment $ 295,598 na na na
Operating (Loss) Income $ (381,712 $ 268,710 $ 227470 $ 69,168
Net (Loss) Income $ (388,713) $ 143,934 $ 121,462 $ 40,481
Adjusted Net Income (non-GAAP)® $ 284,102 na na na
Net (Loss) Income per Share ($/share)
Basic $ (4.44) $ 1.68 $ 1.59 $ 1.24
Diluted $ (4.44) $ 1.67 $ 1.58 $ 1.20
Adjusted Net Income Per Share (non-GAAP)® $ 3.25 na na na
Weighted Average Shares Outstanding
Basic 87,491,385 85,645,199 76,352,666 32,667,582
Diluted 87,491,385 86,125,811 76,810,466 33,766,577
Capital Expenditures, net of proceeds
from property conveyances $ 1,381,087 $ 790,142 $ 599,951 $ 252,707
Total Assets $ 3,392,793 $ 3,083,635 $ 2,680,153 $ 665,536
=
Long-Term Debt $ 1,170,000 $ 779,000 $ 654,000 $ 156,000 =
Stockholders’ Equity $ 1,120,320 $ 1,391,018 $ 1,302,591 $ 213,336 E
Net Production (Bcfe) 118.4 100.3 80.5 291 | 7
Averaged Realized Sales Prices, net of hedging 2
z
Natural Gas ($/Mcf) $ 9.31 $ 7.88 $ 737 $ 6.66 | <
0il ($/Bbl) $ 86.02 $ 67.50 $ 62.63 $ 41.23 S
Natural Gas Liquids ($/Bbl)®@ $ 55.02 $ 4516  $ 48.37 -
Proved Reserves (Bcfe) 973.9 835.8 715.5 3376 |1
Developed and Undeveloped acreage (acres, net) 1,161,609 818,169 881,697 340,650
Number of Employees 276 233 217 78
(1) Adjusted net income (non-GAAP) for 2008 excludes a non-recurring, non-cash gain of $46.5 million associated with a disputed MMS
royalty liability, non-cash charges for impairments of $886.5 million, and a non-cash charge of $36.0 million for a contingent withdrawal
premium related to Mariner’s participation in the OIL insurance mutual.
(2) In 2004 and 2005, an immaterial amount of natural gas liquids representing approximately 4% of our net production was combined
with natural gas.
This annual report contains Production Proved Reserves Developed and
references to “adjusted net (Bcfe) (Bcfe) Undeveloped Acreage
income”, “cash flow per (thousand acres, net)
share”, and “operating cash
flow”, which are not finan- 1161.6
cial or operating measures A
under generally accepted 1184 o739 8817
accounting principles in the 818.2 .
United States of America =
(GAAP). This annual report 5
also refers to reserve =
replacement rate. Reconcili- o
ations of these non-GAAP v
measures and calculation =

of this other measure are
included at the back of
this report.
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To Our Stockholders:

Scott D. Josey
Chairman, Chief Executive Officer, and President

“We’re committed to a
conservative business approach
and are proceeding cautiously

in 2009, but we remain watchful
for select opportunities that may
develop in this enviroment.”

A record year in the midst of epic turmoil

Mariner Energy posted another record year in 2008
despite the dramatic rise and fall in petroleum prices,
worldwide financial crisis, and a disruptive hurricane
season in the Gulf of Mexico. Since 2001, when Mariner
Energy began its transition to a diversified petroleum
exploration and production business, the company has
pursued a conservative business approach; however,
even conservative practices can be severely tested in
the midst of the epic turmoil the world and our industry
have faced over the past nine months, making our achieve-
ments during the year even more notable.

Company record-setting highlights for the year include:

¢ Production increased to 118 billion cubic feet
equivalent (Bcfe), up 18% compared with 2007, despite
the deferral of approximately 20 Bcfe due to the effects
of Hurricanes Gustav and Ike.

e Proved reserves, as estimated in a fully-engineered
reserve report prepared by the Ryder Scott Company,
increased to a record 973.9 Bcfe, a 17% year-over-year
increase.

e We achieved a 217% reserve replacement rate from
all sources, with production and reserve growth
throughout our operational areas.

¢ Revenues increased to $1.3 billion, up 49% from 2007.

* Year-over-year operating cash flow (non-GAAP) increased
42% to $886 million.

e Cash flow per share (non-GAAP) increased 39% to $10.13.
Efficient capital spending during 2008
In the Gulf of Mexico:

e We participated in 25 offshore wells with an 80%
success rate.

e We made two material deepwater discoveries. Geaux-
pher should be in production within a year from the start
of drilling the first well. This is a remarkable achievement
for a deepwater discovery and a testament to Mariner’s
technical expertise. Our recently announced discovery

at Heidelberg is the company’s first success in the prolific
subsalt Miocene play and appears to be a significant
discovery.

e We quickly assimilated our $243 million acquisition
of StatoilHydro’s shelf assets, increased production and
reserves from the assets, and achieved a deep shelf dis-
covery, Smoothie, as a result of the transaction




completed in January 2008. Our shelf assets continue
to provide excellent investment opportunities while
generating excess cash flow for reinvestment.

In the Permian Basin:

e We increased our presence in the Permian through
$164 million in transactions adding reserves at com-
pelling metrics and increasing our operational control.

e We drilled 122 wells without a dry hole, continuing a
streak of nearly 800 consecutive commercial wells over
the past seven years.

e We almost doubled our acreage position, to more
than 110,000 net acres, up from 64,000 net acres at
year-end 2007.

e We moved beyond the Spraberry, adding Wolfberry,
Wolfcamp Detrital, and Cline opportunities.

Hurricane effects

Our facilities sustained only moderate damage as a
result of back-to-back Hurricanes Gustav and Ike,
and most of that damage has been repaired. The
more significant consequence of these storms to
Mariner was the interruption of our production and
delay in bringing new production online due to dam-
age to third-party pipelines and facilities. Their
repair and return to operation took longer than we
were originally advised and expected, but we now
have restored virtually all of the interrupted produc-
tion. Initial production at Geauxpher, as well as
South Marsh Island 150, Eugene Island 342, and Ver-
milion 380, was also delayed by the hurricanes, and
these projects will be online soon as a result of our
diligent efforts.

Looking ahead

2009 is off to an excellent start with new discoveries,
restoration of production, and new fields coming
online. Nevertheless, we are dealing with a challenging
environment that is unprecedented in my 30-year
career, and we are proceeding cautiously.

e We have targeted a reduction in our capital spending
by almost 70% from 2008 levels awaiting realignment of
service costs and commodity prices.

e We intend to strengthen our balance sheet through
debt reduction from excess cash flow and hurricane
expense reimbursements.

e We increased our hedges on natural gas in January
2009 to protect our cash flow, due to concerns of an

oversupply situation exacerbated by the economic
slowdown.

Mariner has a consistent record of creating value
through exploration, exploitation, opportunistic
acquisitions, and development. We possess a rich
opportunity set that provides our investors with expo-
sure to every play type in the Gulf of Mexico, including
deepwater subsalt Miocene and Lower Tertiary
prospects. Balancing the higher risk, higher reward
potential in the deepwater is an expanding onshore
footprint, where our backlog of drilling locations ex-
ceeds 1,000 wells in the Permian Basin. We anticipate
new opportunities may emerge during this challenging
environment that will further expand our portfolio.

Despite Mariner’s impressive achievements over the
last several years, and particularly in 2008, in my view
our stock price does not reflect the inherent value of
the company. For all of us who believe in and are com-
mitted to Mariner, that is a disappointment. Building
upon our solid platform, we intend to continue to focus
on rate of return, cash, and cash flow per share as we
steward this company, and we maintain our strong
belief that this approach will ultimately generate the
value we all seek.

Sngr

Scott D. Josey
Chairman, Chief Executive Officer, and President
March 18, 2009
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ONSHORE

Growing Conventionally
in the Permian Basin

Mariner Energy’s long life, lower risk Permian
Basin assets offset the higher decline rate,
higher risk-reward profile of our Gulf of Mexico
properties. This balances the company’s port-
folio and moderates its risk profile. Our Permian
Basin production comes primarily from the
Spraberry trend, where we have approximately
800 producing wells. Thesélare conventional,
vertical wells that offer attractive economics
without horizontal drilling and its associated
risks, costs and complexiti@sﬂ

mu 7

In 2008 Mariner Energy expanded its
acreage position in West Texas and
began exploring in the Deadwood
Field in Glasscock County. Pictured
here, drilling is underway at the
Schwartz 36-1 using J.B. Hunt Drilling
Company'’s Rig #3.




Permian Basin 2008 at a glance

Production 14.9 Bcfe
Proved Reserves 437 Bcfe
New Wells Drilled 122

his past year, we strength-

ened exploration and

engineering capabilities
at our Midland office in order to
further expand our Permian
Basin footprint. As a result, we are
moving beyond the Spraberry and
have added new plays to our port-
folio, which we are in the early
stages of developing.

In three transactions, one
completed at the end of 2007
and the others in 2008, we
increased our incremental work-
ing interests in a range of 5% to
80% at approximately 20,000 net
acres. At an aggregate purchase
price of $164 million, Mariner
acquired 124 billion cubic feet
equivalent (Bcfe) of estimated net
proved reserves, of which about
50% are developed, for an average
price of $1.32 per thousand cubic
feet equivalent (Mcfe). Combined,
these purchases included inter-
ests in 663 gross producing wells,
with daily net production
of about 10.6 million cubic feet
equivalent per day (MMcfe/d)
when the deals closed.

We significantly expanded our
net acreage in the Permian Basin
by more than 70% year-over-year.
We currently hold more than
110,000 net acres in West Texas
and New Mexico. While the
Spraberry/Dean/Wolfcamp trend
still represents more than half of
our landholdings in the area, we
have built a significant position
along the trend to test other
plays, including the Wolfcamp
Detrital/Cline/Wolfberry and the
Devonian/Fusselman.

During the year we success-
fully drilled six wells testing a
Devonian/Fusselman play, with
four wells online at year end.
Initial production rates averaged
1.8 MMcfe/d per well, and we
believe we have up to 20 potential
additional drilling locations.

In Howard and Glasscock
counties of West Texas, our explo-
rationists identified the Deadwood

and Blue Plate opportunities,
which are an analog to a produc-
ing area in another section of the
Midland sub-basin. We assembled
a position of approximately 38,000
net acres. We are currently drilling
and testing initial wells in the play
to delineate the field and deter-
mine its potential. If successful,
we will have significant develop-
ment opportunities.

Looking ahead Due to lower forecast prices for oil and natural gas during
2009, Mariner reduced its capital program in the Permian Basin by nearly
80% compared with last year. Our 2009 operating budget is focused on
delineation of oil and gas reservoirs in newly acquired areas. This plan
should allow the company to build a backlog of infill well locations that will
be ready for development when service costs and commodity prices align.

Mariner has grown its Permian Basin assets prudently, through com-
pelling transactions and assembling sizable acreage positions at relatively
low costs. We have designed the work program in the year ahead to main-
tain our operational flexibility and minimize capital expenditures until
more certainty returns to the industry. The Permian Basin has developed
into a significant contributor at Mariner, and we expect more contribution
from this prolific area in the years to come.

2008 ANNUAL REPORT

Since 2004 Mariner has expanded its acreage position in the Permian Basin
from just over 14,000 to more than 110,000 net acres.
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OFFSHORE

Pictured here, Diamond Offshore’s
deepwater drilling rig Ocean
America (left) and Technip’s pipelay
vessel Deep Blue work simultane-
ously on the development of the
Geauxpher field in 2,700 feet of
water on Garden Banks Block 462
immediately following its discovery
in June 2008.

G

Among independent oil and gas producers in
the United States, Mariner Energy is well
positioned with its significant offshore portfolio.
At year-end 2008 Mariner owned interests in
approximately 780,000 net acres on the shelf
and nearly 273,000 net acres in deepwater.
Mariner’s prospect inventory offers investors
exposure to every kind of play type in the Gulf
of Mexico, from shelf and deep shelf prospects
as well as subsalt Miocene and Lower Tertiary
prospects in the deepwater.




Deepwater 2008 at a glance

Production 40.4 Bcfe
Proved Reserves 199 Bcfe
New Wells Drilled 8
Shelf 2008 at a glance

Production 63.0 Bcfe
Proved Reserves 339 Bcfe

New Wells Drilled 17

ariner Energy is among the
M largest operators on the

continental shelf, which the
company defines as water depths
up to 1,300 feet, the approximate
depth of deepwater designation by
the Minerals Management Service
of the United States Department
of the Interior (MMS).

While many others in the
industry have decided to leave the
shelf, Mariner has taken a contrar-
ian view, selectively growing its
asset base there and efficiently
expanding its operations. Granted,
the shelf is a mature basin, but for
Mariner, with our long track record
of success, regional seismic data-
base, and experienced exploration,
development, and operations staff,
the shelf offers excellent
opportunities.

Taking advantage of the
exodus from the shelf by other
companies, Mariner has been able
to capture quality assets at attrac-
tive prices. This includes Statoil-
Hydro’s shelf asset base, which
we acquired in 2008. In 2006, we
acquired Forest Oil Corporation’s
shelf properties, which included
many legacy Unocal assets that
had not been fully exploited.

We have conducted detailed field
reviews on these properties,
applying new seismic data and
advanced drilling and completion
techniques. Numerous opportuni-
ties have been generated as a
result of a “new set of eyes” evalu-
ating these legacy properties. We
have been very pleased with the
results from our exploitation and
development programs on these
assets, and we believe they still
hold significant potential. By
building a critical mass of produc-
ing assets, the company has
achieved economies of scale
resulting in operating and capital
cost savings. Our shelf assets con-
tinue to provide significant excess
cash flow for redeployment there
as well as other areas.

Production from the shelf
averaged 173 million cubic feet

per day (MMcfe/d) during 2008,
compared with approximately
180 MMcfe/d in 2007. However,
about 18 Bcfe or roughly 40-50
MMcfe/d of 2008 shelf production
was shut-in due to hurricane
damage at third-party owned
pipelines and other infrastructure.

Deepwater growth and discovery

Mariner’s production from its
deepwater assets increased sig-
nificantly during 2008, up 73% to
40.4 Bcfe, compared with 23.3 Bcfe
in 2007. In the March 2008 Central
Gulf of Mexico lease sale, Mariner
was awarded 19 blocks with a net
exposure of $79.1 million. Com-
bined with the results of the
October 2007 lease sale, Mariner
added 40 blocks representing 33
prospects, with 14 of those being
subsalt opportunities having the
potential for significant reserve
adds. As we go to press, we were
the high bidder on six deepwater
and five shelf prospects at the re-
cent Central Gulf of Mexico lease
sale held March 18, 2009.

2008 ANNUAL REPORT

Mariner Energy has extensive experience
offshore, including deepwater operations,
which has allowed it to execute projects
with speed and efficiency.
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In June, Mariner announced
its discovery of the Geauxpher
natural gas field on Garden Banks
Block 462. A follow-up well was
drilled, and development plans
were immediately underway
following the discovery. Geaux-
pher is set to come online shortly,
roughly a year from spud, which
is a very short turnaround for a
deepwater project. Few compa-
nies have the expertise to develop
projects of this magnitude in this
time frame, but it is a core com-
petency at Mariner and one of the
many ways we create value for
our shareholders.

Mariner and its partner in
Geauxpher formed an area of
mutual interest (AMI) with neigh-
boring leaseholders to explore
near-field opportunities. The AMI
comprises portions of Garden
Banks blocks 462, 463, 506 and 507.
This joint venture announced an-
other gas discovery at Bushwood
in January 2009.

In addition to the Geauxpher
development, Mariner sanctioned

two other deepwater projects:
Viosca Knoll 821, a discovery made
during the second quarter 2008,
and Green Canyon 646, our Daniel
Boone project, which commenced
development in July 2008. Both of
these projects are scheduled to
come online during 2009.
Mariner’s deepwater produc-
tion increased considerably with
the start-up of two new fields in
February 2008. Northwest Nansen,
an Anadarko-operated project,
began production from four wells
in the Western Gulf of Mexico in

water depths of approximately

3,500 feet. At Bass Lite, Mariner’s
engineers implemented an early
production system bringing the field
online with one well while work
was being completed at the host
platform to accommodate two wells.
This was finished in August 2008,
with production increasing 70% to
over 110 MMcfe/d (gross). In Decem-
ber we exercised our preferential
right to purchase a portion of a part-
ner’s interest in Bass Lite, bringing
our working interest to 54%.

Looking ahead The 2008 hurricane season deferred several projects
on the shelf and in deepwater. This included the Geauxpher field, as well
as our South Marsh Island 150 and Vermilion 380 shelf projects. Our 2009
production is expected to benefit from these three fields coming online.
With our partners, we will continue to analyze well results to determine
next steps in the development of deepwater discoveries at Dalmatian,
Heidelberg and Bushwood. Dalmatian is a dry gas discovery located on
De Soto Canyon Block 48. We have five other prospects located on nine
blocks contiguous to the Dalmatian discovery.
Although our 2009 capital program has been reduced due to the de-
crease in commodity prices, we expect to test several significant offshore

prospects this year.

Drilling underway at
South Marsh Island
Block 150. Mariner

expects to commence
production from this
field during 20009.
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IMPORTANT INFORMATION CONCERNING FORWARD-LOOKING STATEMENTS AND CERTAIN STATISTICS

Forward-looking Statements

This annual report includes forward-looking
statements within the meaning of Section 27A of
the Securities Act of 1933 and Section 21E of the
Securities Exchange Act of 1934. All statements,
other than statements of historical facts, that
address activities that Mariner assumes, plans,
expects, believes, projects, estimates or anticipates
(and other similar expressions) will, should or may
occur in the future are forward-looking statements.
Our forward-looking statements generally are

” o«

accompanied by words such as “may”, “will”,

” o« ” o« ” o«

“estimate”, “project”, “predict”, “believe”, “expect”,
“anticipate”, “potential”, “plan”, “goal” or other words
that convey the uncertainty of future events or
outcomes. Forward-looking statements are based on
Mariner’s current belief based on currently available
information as to the outcome and timing of future
events and assumptions that Mariner believes are
reasonable. Mariner does not undertake to update
its guidance, estimates or other forward-looking
statements as conditions change or additional
information becomes available. Estimated reserves
are related to hydrocarbon prices. Hydrocarbon
prices in effect at December 31, 2008 were used in
preparation of the reserve estimates provided in this
report as required by SEC guidelines. Actual future
prices may vary significantly from the December 31,
2008 prices. Therefore, volumes of reserves actually
recovered may differ significantly from such
estimates. Mariner cautions that its forward-looking
statements are subject to all of the risks and
uncertainties normally incident to the exploration
for and development, production and sale of oil and
natural gas. These risks include, but are not limited
to, price volatility or inflation, environmental risks,

drilling and other operating risks, regulatory
changes, the uncertainty inherent in estimating fu-
ture oil and gas production or reserves, and other
risks described in the Annual Report on Form 10-K
for the fiscal year ended December 31, 2008, as
amended, and other documents filed by Mariner
Exchange Commission (SEC). Any of these factors
could cause Mariner’s actual results and plans to
differ materially from those in the forward-looking
statements. Investors are urged to read the Annual
Report on Form 10-K for the year ended December
31, 2008, as amended, and other documents filed
by Mariner with the SEC.

The SEC generally has permitted oil and gas compa-
nies, in their filings with the SEC, to disclose only
proved reserves that a company has demonstrated
by actual production or conclusive formation tests
to be economically and legally producible under
existing economic and operating conditions. Mariner
uses the terms “probable”, “possible” and “non-
proved” reserves, reserve “potential” or “upside” or
other descriptions of volumes of reserves potentially
recoverable through additional drilling or recovery
techniques that the SEC’s guidelines may prohibit

it from including in filings with the SEC. These
estimates are by their nature more speculative than
estimates of proved reserves and accordingly are
subject to substantially greater risk of actually being
realized by Mariner.

This annual report does not constitute an offer to
sell or a solicitation of an offer to buy any securities
of Mariner.



Note on reserve replacement rate: For a calculation
of reserve replacement rate, please refer to Mariner’s
website at www.mariner-energy.com under Investor
Information, Financial Reports. Mariner’s reserve
replacement rates reported in this document were
calculated by dividing total estimated proved reserve
changes for the period from all sources, including
acquisitions and divestitures, by production for the
same period. The method Mariner uses to calculate
its reserve replacement rate may differ from meth-
ods used by other companies to compute similar
measures. As a result, its reserve replacement rate
may not be comparable to similar measures
provided by other companies.

Reconciliation of Non-GAAP Measure:

Adjusted Net Income

Mariner Energy’s reported net income and earnings
per share for the 2008 fiscal year includes a non-
recurring, non-cash gain and non-cash charges.
Mariner’s management believes that it is common
among investment analysts to consider earnings
excluding the effects of these items when evaluating
the company’s operating results. These items and
their effects on reported earnings for the full year
2008 are listed below.

¢ A non-recurring release of suspended revenue

of $46.5 million associated with a disputed MMS
royalty liability was recorded at December 31, 2008.
This resulted in a $30.2 million after-tax gain which
equates to a $0.35 contribution to basic and fully-
diluted earnings per share (EPS).

* Ceiling test, goodwill and other non-recurring im-
pairments recorded at December 31, 2008 negatively
impacted net income for the year by $886.5 million,
or $679.6 million after-tax for a $7.77 loss per basic
and fully-diluted share.

* A non-cash charge of $36.0 million for a contingent
withdrawal premium related to Mariner’s participa-
tion in the OIL insurance mutual was taken for the
full-year 2008, resulting in a $23.4 million after-tax
charge or a loss per basic and fully-diluted share of
$0.27 for the full-year 2008.

Excluding the items above, Mariner would have re-
ported fiscal 2008 full year net income and basic and
diluted EPS of $284.1 million and $3.25, respectively.
Adjusted net income should not be considered in
isolation or as a substitute for net income or another
measure of financial performance presented in
accordance with GAAP. This is further outlined in
the table below (which excludes 2007 because there
were no material impairments, nonrecurring events
or other items in respect of which to adjust net
income for the year ended December 31, 2007).

Reconciliation of Adjusted Net Income
(In millions, except per share data)

(Unaudited)

Twelve Months Ended
December 31, 2008
After-Tax EPS @

Impact @

Net loss $ (388.7)  $(4.44)
Reversal of MMS royalty liability (30.2) (0.35)
Impairment charges 679.6 7.77
Contingent OIL premium charges 23.4 0.27

Adjusted net income (non-GAAP) $ 284.1 $3.25

(1) Calculated using the statutory rate
(2) Denotes basic and fully-diluted earnings per share

Reconciliation of Non-GAAP Measures: Operating Cash
Flow and Cash Flow Per Share

Operating cash flow (OCF) is not a financial or operating
measure under generally accepted accounting principles
in the United States of America (GAAP). The table below
reconciles OCF to related GAAP information. Mariner
believes that OCF is a widely accepted financial indicator
that provides additional information about its ability to
meet its future requirements for debt service, capital
expenditures and working capital, but OCF should not be
considered in isolation or as a substitute for net income,
operating income, net cash provided by operating
activities or any other measure of financial performance
presented in accordance with GAAP or as a measure of
a company's profitability or liquidity.

12 Months Ended

December
2008 2007
(In thousands)
(Unaudited)
Net cash provided by
operating activities (GAAP) $ 862,017 $536,113
Changes in operating assets
and liabilities 23,870 86,497
Operating cash flow (non-GAAP) $ 885,887 $622,610
Weighted average shares
outstanding—diluted 87,491 86,126

Operating cash flow per

fully diluted share $ 1013 $ 7.23
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Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer Accelerated filer [J Non-accelerated filer O Smaller reporting company [J
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange

Act). Yes O No

The aggregate market value of the registrant’s common stock held by non-affiliates on June 30, 2008 was approximately
$3,166,804,986 based on the closing sale price of $36.97 per share as reported by the New York Stock Exchange on June 30,
2008. The number of shares of common stock of the registrant issued and outstanding on February 20, 2009 was 90,057,276.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of registrant’s Proxy Statement relating to the Annual Meeting of Stockholders to be held May 11, 2009 are
incorporated by reference into Part 111 of this Form 10-K.
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The purpose of this Amendment No. 1 on Form 10-K/A (this “Form 10-K/A”) is to amend Item 8 of
Part Il of our Annual Report on Form 10-K for the fiscal year ended December 31, 2008, which was filed

EXPLANATORY NOTE

with the Securities and Exchange Commission (the “SEC”) on March 2, 2009 (the “2008 10-K”). The

amendments correct two tables in note 16 (Supplemental Oil and Gas Reserve and Standardized Measure
Information (Unaudited)) to the consolidated financial statements. Corrections have been made to the table
presenting “Estimated Quantities of Proved Reserves” and in the table presenting the principal sources of
change in the Standardized Measure of discounted future net cash flows. The corrections do not change the

total estimated quantities of proved reserves as of December 31, 2008 or the Standardized Measure of
discounted future net cash flows as of December 31, 2008 reported in those tables in the 2008 10-K.

In accordance with Rule 12b-15 under the Securities Exchange Act of 1934, as amended (the “Exchange
Act”), this Form 10-K/A amends and restates Item 8 of Part 1l of the 2008 10-K in its entirety. In addition, as

required by Rule 12b-15 under the Exchange Act, new certifications by our principal executive officer and

principal financial officer are filed as exhibits to this Form 10-K/A under Item 15 of Part IV.

For ease in preparing our annual report to stockholders under Rule 14a-3 of the Exchange Act, which
historically has consisted primarily of our Form 10-K for a given year, this Form 10-K/A restates, without

change, Items 1 through 4 of Part I, Items 5 through 7A and 9 through 9B of Part Il, and Items 10 through 14
of Part 11l of the 2008 10-K.

Except as noted above, this Annual Report Form 10-K/A does not reflect events occurring after the filing
of the 2008 10-K on March 2, 2009 and no attempt has been made in this Form 10-K/A to modify or update
other disclosures made in the 2008 10-K. Accordingly, this Form 10-K/A should be read in conjunction with
our filings made with the SEC after the filing of the 2008 10-K.

Item 1.
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Item 7.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

Various statements in this annual report, including those that express a belief, expectation, or intention, as
well as those that are not statements of historical fact, are forward-looking statements within the meaning of
the Private Securities Litigation Reform Act of 1995. The forward-looking statements may include projections
and estimates concerning the timing and success of specific projects and our future production, revenues,
income and capital spending. Our forward-looking statements are generally accompanied by words such as
“may,” “estimate,” “project,” “predict,” “believe,” “expect,” “anticipate,” “potential,” “plan,” “goal” or other
words that convey the uncertainty of future events or outcomes. The forward-looking statements in this annual
report speak only as of the date of this annual report; we disclaim any obligation to update these statements
unless required by law, and we caution you not to rely on them unduly. We have based these forward-looking
statements on our current expectations and assumptions about future events. While our management considers
these expectations and assumptions to be reasonable, they are inherently subject to significant business,
economic, competitive, regulatory and other risks, contingencies and uncertainties, most of which are difficult
to predict and many of which are beyond our control. We disclose important factors that could cause our
actual results to differ materially from our expectations described in “Item 1A. Risk Factors” and “ltem 7.
Management’s Discussion and Analysis of Financial Condition and Results of Operations” elsewhere in this
annual report. These risks, contingencies and uncertainties relate to, among other matters, the following:

« the volatility of oil and natural gas prices;

« discovery, estimation, development and replacement of oil and natural gas reserves;
e cash flow, liquidity and financial position;

« business strategy;

e amount, nature and timing of capital expenditures, including future development costs;
« availability and terms of capital;

e timing and amount of future production of oil and natural gas;

« availability of drilling and production equipment;

 operating costs and other expenses;

« prospect development and property acquisitions;

e risks arising out of our hedging transactions;

* marketing of oil and natural gas;

e competition in the oil and natural gas industry;

« the impact of weather and the occurrence of natural events and natural disasters such as loop currents,
hurricanes, fires, floods and other natural events, catastrophic events and natural disasters;

» governmental regulation of the oil and natural gas industry;

e environmental liabilities;

 developments in oil-producing and natural gas-producing countries;
 uninsured or underinsured losses in our oil and natural gas operations;
« risks related to our level of indebtedness; and

« risks related to significant acquisitions or other strategic transactions, such as failure to realize expected
benefits or objectives for future operations.
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PART |

The following discussion is intended to assist you in understanding our business and the results of our
operations. It should be read in conjunction with the Consolidated Financial Satements and the related notes
that appear elsewhere in this report. Certain statements made in our discussion may be forward looking.
Forward-looking statements involve risks and uncertainties and a number of factors could cause actual results
or outcomes to differ materially from our expectations. See “ Cautionary Statements’ at the beginning of this
report on Form 10-K for additional discussion of some of these risks and uncertainties. Unless the context
otherwise requires or indicates, references to “ Mariner,” “we,” “our, “ours’ and “us’ refer to Mariner
Energy, Inc. and its consolidated subsidiaries collectively. Certain oil and natural gas industry terms used in
this annual report are defined in the “ Glossary of Oil and Natural Gas Terms’ set forth in “ Item 1. Business’
of this annual report.

Item 1. Business.
General

Mariner Energy, Inc. is an independent oil and gas exploration, development, and production company.
We were incorporated in August 1983 as a Delaware corporation. Our corporate headquarters are located at
One BriarLake Plaza, Suite 2000, 2000 West Sam Houston Parkway South, Houston, Texas 77042. Our
telephone number is (713) 954-5500 and our website address is www.mariner-energy.com. Our common stock
is listed on the New York Stock Exchange and trades under the symbol “ME.”

We currently operate in three principal geographic areas:

e Permian Basin, where we are an active driller in the prolific Spraberry field at depths between
6,000 and 10,000 feet. Our increasing Permian Basin operation, which is characterized by long reserve
life, stable drilling and production performance, and relatively lower capital requirements, somewhat
counterbalances the higher geological risk, operational challenges and capital requirements attendant to
most of our Gulf of Mexico deepwater operations. We have expanded our presence in the region,
targeting a combination of infill drilling activities in established producing trends, including the
Spraberry, Dean and Wolfcamp trends, as well as exploration activities in emerging plays such as the
Wolfberry and newer Wolfcamp trends.

» Gulf of Mexico Deepwater, where we have actively conducted exploration and development projects
since 1996 in water depths ranging from 1,300 feet up to 7,000 feet. Employing our experienced
geoscientists, rich seismic database, and extensive subsea tieback expertise, we have participated in
more than 84 deepwater wells. Our deepwater exploration operation targets larger potential reserve
accumulations than are generally accessible onshore or on the Gulf of Mexico shelf.

e Gulf of Mexico Shelf, where we drill or participate in conventional shelf wells and deep shelf wells
extending to 1,300 foot water depths. We currently pursue a two-pronged strategy on the shelf,
combining opportunistic acquisitions of legacy producing fields believed to hold exploitation potential
and active exploration activities targeting conventional and deep shelf opportunities. Given the highly
mature nature of this area and the steep production declines characteristic of most wells in this region,
the goal of our shallow water or shelf operation is to maximize cash flow for reinvestment in our
deepwater and Permian Basin operations, as well as for expansion into new operating areas.

During 2008, we produced approximately 118.4 Bcfe and our average daily production rate was
323 MMcfe per day. At December 31, 2008, we had 973.9 Bcfe of estimated proved reserves, of which
approximately 57% were natural gas and 43% were oil, natural gas liquids (“NGLs”) and condensate.
Approximately 70% of our estimated proved reserves were classified as proved developed.

We file annual, quarterly and current reports, proxy statements and other information as required by the
Securities and Exchange Commission (“SEC”). Our SEC filings are available to the public over the Internet at
the SEC’s web site at www.sec.gov. or at the SEC’s public reference room at 450 Fifth Street, N.W.,
Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information about the public
reference room. Reports and other information about Mariner can be inspected at the offices of the New York
Stock Exchange, 20 Broad Street, New York, New York 10005. Copies of our SEC filings are available free of
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charge on our website at www.mariner-energy.com as soon as reasonably practicable after we electronically
file such material with, or furnish it to, the SEC. The information on our website is not a part of this annual
report. Copies of our SEC filings can also be provided to you at no cost by writing or telephoning us at our
corporate headquarters.

Recent Developments

Gulf of Mexico Deepwater Acquisition — On December 19, 2008, we acquired additional working
interests in our existing property, Atwater Valley Block 426 (Bass Lite), for approximately $32.6 million,
increasing our working interest by 11.6% to 53.8%. We internally estimated proved reserves attributable to the
acquisition of approximately 17.6 Bcfe (100% natural gas).

Acquisition of Incremental Soraberry Interests— On February 29, 2008 and December 1, 2008, we
acquired additional working interests in certain of our existing properties in the Spraberry field in the Permian
Basin, increasing our average working interest across these properties to approximately 80%. We internally
estimated proved reserves attributable to the acquisition of approximately 27.4 Bcfe. We operate substantially
all of the assets. The purchase prices were approximately $21.7 million for the February acquisition and
$19.4 million for the December acquisition.

Impact of Worldwide Financial Crisis and Lower Commodity Prices on Capital Program

In recent years, oil and gas commaodity prices generally trended upwards in response to robust demand
and constrained supplies, with oil and gas prices peaking at more than $140.00 per barrel and $13.00 per Mcf,
respectively, in July 2008. In response to the sustained increase in commaodity prices, the oil and gas industry
experienced significant increases in activity and in demand for oil field services. The increased demand for
these services resulted in significant inflation in the cost of drilling rigs, services, equipment and labor.

In the second half of 2008, a world-wide economic recession and oversupply of natural gas in
North America led to an unprecedented decline in oil and gas prices, with oil falling by more than
$100.00 per barrel from its peak earlier in 2008. However, the inflated cost of oil field services resulting from
sustained historically high commodity prices did not decrease in line with the decline in commodity prices.
The prospect of continued low commodity prices and disproportionately high service costs has constrained the
industry’s capital reinvestment and undermined rates of return in new projects, particularly those in areas
characterized by high costs or long reserve lives. In order to manage our capital program within expected cash
flows, we tentatively have reduced our 2009 capital budget by more than 50% from 2008.

Our 2009 activities in the Permian Basin will focus primarily on expanding beyond our typical Spraberry
infill drilling operation into new exploration plays, such as the Wolfberry and Wolfcamp Detrital trends. We
plan to delineate prospects and determine their economic viability. Our goal is to expand our prospect
inventory and generate opportunities to drill when commodity prices or service costs adjust to levels expected
to yield more attractive returns. Until then, we are scaling down our infill drilling and development activities
to primarily lease-saving operations and contractual drilling commitments. We also anticipate substantially
reduced recompletion and development activities in our Gulf of Mexico shelf operation until commodity price
and service cost dynamics adjust to allow a more attractive rate of return. In addition, we are allocating a
disproportionate portion of our 2009 capital budget to our Gulf of Mexico deepwater exploration program due
primarily to contractual drilling commitments.

Balanced Growth Strategy

We are a growth company and strive to increase our reserves and production from our existing asset base
as well as through expansion into new operating areas. Our management team pursues a balanced growth
strategy employing varying elements of exploration, development, and acquisition activities in complementary
operating regions intended to achieve an overall moderate-risk growth profile at attractive rates of return under
most industry conditions.

e Exploration: Our exploration program is designed to facilitate organic growth through exploration in a
wide variety of exploratory drilling projects, including higher-risk, high-impact projects that have the
potential to create substantial value for our stockholders. We view exploration as a core competency.
We typically dedicate a significant portion of our capital program each year to prospecting for new oil
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and gas fields, including in the Gulf of Mexico deepwater where reserve accumulations are typically
much larger than those found onshore or on the shelf. Our explorationists have a distinguished track
record in the Gulf of Mexico. Our reputation for generating high-quality exploration prospects also can
create potentially valuable partnering opportunities, which can enable us to participate in exploration
projects developed by other operators.

e Development: Our development efforts are intended to complement our higher-risk exploration
projects through a variety of moderate-risk activities targeted at maximizing recovery and production
from known reservoirs as well as finding overlooked oil and gas accumulations in and around existing
fields. Our geoscientists and engineers have a solid track record in effectively developing new fields,
redeveloping legacy fields, rejuvenating production, controlling unit costs, and adding incremental
reserves at attractive finding costs in both onshore and offshore fields. Our development and exploita-
tion program strives to enhance the rate of returns of our projects, allowing us to establish critical
operating mass from which to expand in our focus areas, and generate a rich portfolio of relatively
lower-risk engineering/exploitation projects that counterbalance our higher-risk exploration activities.

» Acquisitions: In addition to our internal exploration and development activities on our existing
properties, we also compete actively for new oil and gas properties through property acquisitions as
well as corporate transactions. Our management team has substantial experience identifying and
executing a wide variety of tactical and strategic transactions that augment our existing operations or
present opportunities to expand into new operating regions. We primarily focus our acquisition efforts
on stable, onshore basins such as the Permian Basin, which can counterbalance our growing deepwater
exploration operations, but we also respond in an opportunistic fashion to attractive acquisition
opportunities in the Gulf of Mexico. Due to our existing prospect inventory, we are not compelled to
make acquisitions in order to grow; however we expect to continue to pursue acquisitions aggressively
on an opportunistic basis as an integral part of our growth strategy.

Our Competitive Strengths
We believe our core resources and strengths include:

Diversity of assets and activities. Our assets and operations are diversified among the Permian Basin
and the Gulf of Mexico deepwater and shelf. Each of these areas involves distinctly different operational
characteristics, as well as different financial and operational risks and rewards. Moreover, within these
operating areas we pursue a breadth of exploration, development and acquisition activities, which in turn entail
unique risks and rewards. By diversifying our assets both onshore and in the Gulf, and pursuing a full range of
exploration, development and acquisition activities, we strive to mitigate concentration risk and avoid
overdependence on any single activity to facilitate our growth. By maintaining a variety of investment
opportunities ranging from high-risk, high-impact projects in the deepwater to relatively low-risk, repeatable
projects in the Permian Basin, we attempt to execute a balanced capital program and attain a