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         March 31, 2006 
 
 

REVISED NOTICE 
 

Re:  Forest-Mariner Tax Basis Allocation 
 

To Holders of Forest Oil Corporation (“Forest”) Common Stock: 
 
Previously, on March 9, 2006 you were mailed a letter concerning your tax reporting obligations regarding the 
transaction described below.  The information contained in this letter supersedes and replaces the March 9, 2006 
letter. 
 
On March 2, 2006, Forest completed a spin-off of its offshore Gulf of Mexico properties by means of a distribution 
of shares in Forest Energy Resources, Inc. (“FERI”), immediately followed by a merger of FERI with a subsidiary 
of Mariner Energy, Inc. (“Mariner”).  As a result of the spin-off, you were entitled to receive .8093 share of FERI 
common stock for each share of Forest stock that you held on February 21, 2006, which was the record date for the 
distribution of the FERI shares.  Immediately following the spin-off, however, your FERI shares were exchanged for 
an equivalent number of Mariner shares in the merger. Because no fractional shares were issued in the merger 
exchange, if you were entitled to a fractional interest, you should have received cash for its value based on the net 
proceeds received from a sale of fractional shares in the open market. 
 
Though you ultimately received Mariner shares, the tax law requires that you report certain information specifically 
related to the distribution of FERI shares.  This information must be included in your annual U.S. income tax filing.  
Because this distribution is intended to qualify as a tax free transaction for U.S. federal income tax purposes, the 
required reporting is informational only.  A suggested format for this reporting is attached to this letter. 
 
Allocation of Basis 
 
U.S. tax law requires that you allocate a portion of your cost basis in Forest shares that you held on the record date 
(your “pre-distribution Forest shares”) to the FERI shares that you were entitled to receive in the spin-off 
distribution.  Basis allocated to the FERI shares will then become your basis in Mariner shares that you were entitled 
to receive in the merger exchange.    
 
The allocation of your cost basis is based on the relative fair market values of Forest and FERI shares immediately 
after the distribution, weighted to take into account the fact that you received .8093 FERI shares for each Forest 
share you held on the record date.  U.S. tax law does not specify how you should determine these fair market values.  
However, since there was no active market for the trading of FERI stock, we believe that the value of Mariner stock 
provides an appropriate indication of the fair market value of the FERI shares that you were entitled to receive. We 
also believe that an appropriate measure of fair market value is the average of the highest and lowest trading prices 
for both the Forest and Mariner shares on March 3, 2006, the first full trading day after the distribution and merger.  
You should consult your tax advisor to determine if another measure of fair market value is more appropriate.   
 
Please note that the basis allocation method described in this letter will not apply to FERI shares that you received 
with respect to restricted Forest shares for which you made no election under I.R.C. Section 83(b). Your basis in 
those shares, and in the Mariner shares that you were entitled to receive in the merger exchange, will equal the 
amount of income included in your compensation as a result of the FERI distribution. 
 
The table below is based on the average of the highest and lowest trading prices for Forest and Mariner shares on 
March 3, 2006.  You and your tax advisor may find this information useful for purposes of allocating your tax basis 
between Forest and FERI shares.  Based on this table, your cost basis for each pre-distribution Forest share would be 
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reduced to 67.8% of its former amount and the remaining 32.2% would become your cost basis in FERI shares to 
which you were entitled (including fractional shares), which would then become your cost basis in Mariner shares 
(including fractional shares) to which you were entitled as a result of the merger exchange. 
 

 
Stock 

 
High 

 
Low 

 
Average 

 
Weighting 

Weighted 
Value 

Allocation 
% 

Forest Oil 
Corporation 

  
 36.05 

  
 33.89 

  
 34.97 

 
 1.0000 

 
 34.97 

  
 67.80% 

Mariner Energy, 
Inc. 

  
 21.00 

  
 20.05 

  
 20.53 

 
 .8093 

 
 16.61 

 
 32.20% 

   
 
Your tax basis in pre-distribution Forest shares is generally equal to your cost in such shares.  If you acquired those 
shares at different times and at different costs, you will need to make separate basis calculations for each group of 
pre-distribution Forest shares that you acquired.   
 
If you held your Forest shares as a capital asset at the time of the distribution, your holding period for FERI shares 
(which determines whether you will realize long-term capital gain or loss on any sale of these shares), and the 
holding period for the Mariner shares subsequently received, will be the same as your holding period for the Forest 
shares with respect to which you received the distribution.  As discussed in the context of basis allocation, if you 
acquired Forest shares at different times, you would need to make a separate determination of the holding periods 
for FERI shares received with respect to each group of Forest shares that you acquired.   
 
If you were entitled to receive fractional FERI shares as a result of the distribution, those fractional shares were 
converted to fractional Mariner shares and sold in the market as part of the merger transaction.  You will report gain 
or loss for tax purposes on the sale of the fractional shares, based on the sales proceeds you receive and the cost 
basis allocated to the fractional shares as determined above. 
 
While the information in this letter and its attachments represents our understanding of existing U.S. income tax law, 
it does not constitute tax advice.  These materials do not purport to be complete or to describe tax consequences that 
may apply to your particular circumstances.  You should consult your own tax advisor as to the specific 
consequences of the spin-off and merger under U.S., state, local, and foreign tax laws and to your individual 
circumstances. 
 
We suggest that you retain this information for use in the preparation of your income tax returns for 2006 and for 
any year in which you might sell shares of Forest or Mariner.  You will be required to execute and file a statement to 
report the distribution as part of your income tax filing for 2006.  A sample statement is attached. 
 
Example of Cost Basis Allocation 
 
Assuming that you held 100 Forest shares on the record date, you would have been entitled to receive 80.93 FERI 
shares in the distribution.  Those shares would have been exchanged for 80.93 Mariner shares in the merger.    
 
If you had purchased the 100 Forest shares for $10.00 per share, your tax basis in those shares would have been 
$1,000.00 prior to the distribution.   Assuming that you allocated your tax basis according to the table above, your 
basis in the Forest shares would be reduced (in this example) to $678.00, or 67.80% of $1,000.  Your gain or loss on 
any later sale of the Forest shares would be the difference between this amount and your net sales proceeds.   
 
Assuming that you allocated your tax basis according to the table above, your basis in FERI shares to which you 
would have been entitled would be $322.00, or 32.20% of $1,000.  In this example, your cost basis for each FERI 
share could be determined as $3.98, which is equal to $322.00 divided by the total number of FERI shares to which 
you would have been entitled, 80.93.  This will become your cost basis in Mariner shares you are entitled to receive 
in the merger exchange.   
 
Because no fractional shares were issued in the merger, you would have ultimately received 80 Mariner shares and 
cash representing the net proceeds from sales of your fractional shares.   You will report the difference between the 
cash you received and the cost basis allocated to the fractional share ($3.70 for .93 share in this example) as gain or 
loss for tax purposes. 
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STATEMENT OF SHAREHOLDERS RECEIVING A DISTRIBUTION OF STOCK OF 

FOREST ENERGY RESOURCES, INC., 
FILED PURSUANT TO TREASURY REGULATION SECTION 1.355-5(b) 

 
 
 

1. The undersigned, a shareholder owning common shares of Forest Oil Corporation (“Forest”) as of the 
February 21, 2006, record date received a distribution pursuant to I.R.C. Section 355 with respect to those 
shares on March 2, 2006.   This distribution was received pursuant to a Plan of Reorganization which 
incorporated a distribution completed pursuant to I.R.C. Section 355. 

2. As part of the Plan of Reorganization, the undersigned was entitled to receive .8093 common share of 
Forest Energy Resources, Inc. (“FERI”), a wholly owned subsidiary of Forest, for each share of Forest 
stock held on the February 21, 2006, record date. On the record date, the undersigned held 
__________________ shares of Forest stock. 

3. Forest distributed control of FERI within the meaning of I.R.C. Section 355. 

4. The corporations involved in the Plan of Reorganization were: 

(a) Forest Oil Corporation  
707 Seventeen Street, Suite 3600 
Denver, CO  80202 
 

(b) Forest Energy Resources, Inc. 
707 Seventeenth Street, Suite 3600 
Denver, CO  80202 
 

5. The undersigned surrendered no stock or securities in Forest in connection with the Plan of Reorganization. 

6. Shareholder signature and Taxpayer ID: 

 

_____________________________________ 
Name 
 
 
 
_____________________________________ 
Signature 
 
 
 
______________________________________ 
Taxpayer ID or Social Security Number 
 

 


