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KEY ACTIVITIES

Maari wellhead platform complete and currently being set ondcation; FPSO Raroa
complete and undergoing regulatory clearance in New Zealand.

Field development planning and FEED (front end engineeringnd design) continuing
on Wei 6-12S, Wei 6-12 and Wei 12-8W fields; two exploration wells dBlock 22/12
unsuccessful and program terminated.

Working interests increased in PRL 4 and 5, Papua New Guinegreparation for
production test and recompletion of Stanley-1 on track.

Interests acquired in 3 additional exploration blocks in @lf of Thailand, increasing
Horizon Oil acreage position to 64,000 sq km; prospect interptation underway ahead
of multi-well exploration drilling program.

12 million listed A$0.35 options exercised before expiry on 28 Briary 2008, raising
A$4.2 million.



PROGRAM TIMING

EXPLORATION AND DEVELOPMENT ACTIVITY
NEW ZEALAND

PMP 38160 and PEP 38413, Offshore Taranaki Basin, Maari Field (Horizon QelsintEd%)

Several major milestones for the Maari field developmentewashieved during the quarter,
culminating in the arrival of the FPSRaroain New Zealand and setting of the wellhead platform
(WHP) in its field location, which process is continuing at the tfneriting this report.

The WHP fabrication and load-out on tBRie Marlin was completed during the quarter, with the
platform departing the Kencana construction yard in Lumut, Malaysid9 March 2008 and
arriving in Admiralty Bay, New Zealand 9 April 2008. The WiBSs subsequently offloaded from
the Blue Marlin and prepared for the wet-tow to the Maatri field location.eAft short wait for a
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suitable calm weather window, the WHP was towed to sitératallation commenced on 24 April
2008.

At the same time the FPSRaroawas in transit from Singapore to Wellington harbour, where it
arrived on 26 April 2008. The&oisa Proteusnstallation vessel has installed the subsea equipment
including the FPSO mooring buoy, mid-water arch, flowlines and umisilicihe flowlines and
umbilicals were laid from the FPSO buoy to the WHP platfaraation, for subsequent pull-in to
the platform when the FPSO arrives in the field.

Installation of the FPSO on the mooring buoy is expected isdbend week of May 2008. This
will be followed by a period of hookup and pre-commissioning. Weatbentime during the
installation phase of the development has so far been less than expected.

Maari development drilling will commence after completion of kibhn WHP installation and the
current New Zealand drilling program underway for Origin Enengyhe Ensco 107jack-up rig.
This is anticipated in June 2008.

FPSORaroasteaming into
Wellington harbour, New Zealand,
to undergo regulatory clearance



Maari wellhead platform on
location, in the process of jacking
up the deck

CHINA

Block 22/12, Beibu Gulf (Horizon Oil interest: 30%)

Having successfully gained Chinese Government approval of 1&\W2S and Wei 6-12 reserves
report, development planning work is progressing. The Overalll@awent Plan for the Wei 6-
12S, Wei 6-12 and Wei 12-8W fields is scheduled to be submitted toel»eant Chinese
authorities around mid year. Front end engineering and design (F&EDE development is
underway.

As reported in the last quarterly report, the first weélthe exploration drilling campaign, the Wei
6-12W-1 (see map) was dry and was plugged and abandoned. The sedptiteWeei 6-12E-1
commenced drilling on 12 February 2008 and was respudded as the side¢ia6kKL¥¥-1A and
drilled to a total depth of 2,510 mBRT. The well encountered mindduasoil shows and was
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plugged and abandoned on 13 March. The results of the Wei 6-12W-1 ané-1ZEi-1A
exploration wells do not have any adverse impact on the developigrg Wei 6-12S, Wei 6-12
and Wei 12-8W oil fields.

The objective of the exploration drilling program was to evalaaig remaining prospects that
would not otherwise be included in the development scheme productiors lpiook to expiry of
the exploration phase of Block 22/12 in September this year. There remaining prospect, the
Wei 12-2 structure, which was drilled before the currenitjeenture acquired Block 22/12 and
which flowed over 2,000 barrels of oil per day. The third wethefcurrent program (Wei 12-2N-
1) was planned to appraise this discovery, but the joint ventutieijpants decided to release the
drilling rig and not drill the appraisal well in the current peogr This decision was taken in view
of the poor performance of the drilling operation at that stagéarge part as a result of rig
equipment failures. The decision was not the result of anmygehia the perceived prospectivity of
the Wei 12-2N-1 test — the results of the first two wellghis exploration program have no bearing
on the existing accumulations and discoveries.

In due course the joint venture is expected to look to the RatndBontract for Block 22/12, which
anticipates the very circumstances of the Wei 12-2 prospeavjdprg for appraisal and, if
appropriate, development of existing discoveries after the exploratioa.phas

PAPUA NEW GUINEA

PRL 4 (Stanley - Horizon QOil interest: 56.87%)

Horizon Oil has offered to acquire Austral Pacific Energy Laulis 28.92% interest in PRL 4 and
10.71% interest in PRL 5 for the sum of US$3.5 million and that bfierbeen accepted. As a
result, the company’s interest in PRL 4 now stands at 56.87%.

Contractual arrangements to supply gas from Stanley fieldNt8 Bustainable Energy Limited
(PNG SEL) to enable it to supply power to the Ok Tedi mine dmmestic consumers have
essentially been finalised. Planning for a production testhefStanley-1 discovery well for the
purposes of evaluating gas composition and deliverability is @epl The workover and
recompletion will be carried out with an Easternwell rigune) 2008. The objective of PNG SEL
and the PRL 4 joint venture is to begin gas production and power generation in mid 2009.



PRL 5 (Elevala / Ketu — Horizon QOil interest: 21.07%)

As a result of acquisition of the Austral Pacific interddbrizon Qil's interest in PRL 5 has
increased to 21.07%. There was no other activity during the quarter.

THAILAND

G10/48 and G11/48, Gulf of Thailand (Horizon Qil interest: 25%)

Interpretation of about 6,000 km of newly-acquired seismic data isrwage The aim of the
survey is to finalise prospects for drilling, initially 3 Weeln G10/48 and 2 wells in G11/48. The
operator, Pearl Energy, has contracted the jack-ugpnggo 51to drill the 5 well program which,
by obligation to the Thai government, must be completed this yaaticipated timing for the
commencement of drilling is Q3, 2008. The program will be part afl BEmergy’s larger drilling
program in the Gulf of Thailand and should benefit from economies of scale.



G1/48, G3/48 and G6/48, Gulf of Thailand (Horizon Oil interest: 20%)

Horizon Oil advised on 28 February 2008 that it had signed a farm-autgament with Pearl
Energy Limited, a wholly owned subsidiary of Aabar Energy PJS@cdoire 20% participating
interests in three exploration concessions in the Gulf of Thailand.

Under the terms of the transaction, Horizon Oil will pay 40% of the seismic atdgdeibsts of the
initial three-year work programs for Blocks G1/48, G3/48 and G6/4&ro & 20% participating
interest in each of the three concessions. Pearl will remain as operatoraidhsesions following
the transaction, which is conditional upon the approval of the Thai authorities.

Subsequent to the acquisition, a seismic program of about 2,200 km indstebmipleted over the
3 blocks. Dirilling is anticipated to commence in 2009 as part @rgelexploration drilling
program in the Gulf of Thailand (see work program chart of the beginning of this report).
UNITED STATES

Bayou Choctaw (Horizon Oil interest: 19.8% surrounding the sh-dome; 14.0 — 28.5% north
of the salt-dome)

The field is currently producing in the range of 10 — 20 bopd.

CORPORATE
Issue of residual tranche December 2007 Placement

On 4 December 2007, Horizon Oil announced the placement of 44 million riyrdihares at
A$0.335 per share to a number of existing and new Australian and tideatahareholders. Of
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the total 44 million shares placed, the issue of 10.4 millioneshagas subject to placee receipt of
FIRB approval. The relevant placee received FIRB approvaaimary 2008 and thremaining
10.4 million ordinary shares were duly issued.

Exercise of listed options

Approximately 12 million of the Horizon Oil listed A$0.35 options were exercised dé&ierexpiry
date of 28 February 2008. This represented 29% of the total optisumsdisxercised by
optionholders, including two of the Company'’s larger shareholders ardodireof the Company.
The Company received gross subscription proceeds of A$4.2 million on thesexadrthe options.

EXPENDITURE SUMMARY

The following table summarises the expenditure incurred in theegua respect of the activities
set out in this report-:

Exploration and Development US$'000
PMP 38160 (Maari), offshore New Zealand 4,064
Block 22/12 (Beibu Gulf), offshore China 5,714
Block G1/48, Gulf of Thailand 1,818
Block G3/48, Gulf of Thailand 851
Block G6/48, Gulf of Thailand 399
Block G10/48, Gulf of Thailand 43
Block G11/48, Gulf of Thailand 60
PRL 4 and PRL 5, Papua New Guinea 28
Oil and Gas Properties

Bayou Choctaw 42
Cash on hand at 31 March 2008 19,188

CHIEF EXECUTIVE OFFICER’'S COMMENTS

“Several tangible achievements were made during the quarter against the cosnponjties for
2008, as set out in the previous quarterly report.

Firstly, the arrival of both the Maari FPSO and platform in New Zealand are signific
milestones. The construction risk associated with the Maari developgneodv behind us and a
major installation risk will fall away upon successful setting of tladfgtm this week. There are no
guarantees as to when tlsco 107ack-up rig will be available to the Maari joint venture but
latest intelligence suggests this will be some time in June, hopefully leading &dl firshugust.

Secondly increasing our interests in Papua New Guinea gives Horizon Oil moreotanter
achieving initial gas production in 2009. A significant increase in exposurdabeould grow to
be a large project has been gained for a modest outlay.

And thirdly, building upon the company’s pre-existing acreage position in the Gulf of Thailand
provides the opportunity to re-invest anticipated Maari revenue in whebevin active and large
scale exploration program. In our judgement, the Gulf of Thailand ranks at the¢opof E&P
jurisdictions in southeast Asia. The region, in which Horizon Oil now haatarial position in
64,000 sq km, contains prolific producing trends, supports a deep and well-priced marketldf oi
services and supplies and the domestic market for both oil and natural gas is strong”

Brent Emmett
Chief Executive Officer



Yours faithfully,

Michael Sheridan
Chief Financial Officer & Company Secretary

For further information please contact:
Michael Sheridan

Telephone: (+612) 9332 5000

Facsimile: (+612) 9332 5050

Email: exploration@horizonoil.com.au
Or visitwww.horizonoil.com.au




