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KEY ACTIVITIES
Maari field development 61% complete overall; wellhead platfom 72% complete and

preparing for sailaway; FPSORaroa89% complete.

Further progress made on FEED (front end engineering and &kign) studies on Wei 6-
12S and Wei 6-12 fields, with target financial investment decisionidi2008.

Multi-well exploration drilling program underway on Block 22/12; first well (Wei 6-12-
W-1) unsuccessful.

44 km seismic acquisition program completed on PRL 4, Papua WNe Guinea.

3,145 km 2D seismic program completed on Blocks G10/48 and G11/48ulfGof
Thailand.

PROGRAM TIMING



EXPLORATION AND DEVELOPMENT ACTIVITY

NEW ZEALAND

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

Overall project progress at the end of December 2007 wascbi®plete. First oil, based on the
anticipated arrival of th&nsco 107ack-up in mid June 2008, is estimated for mid August 2008.
(The rig is currently drilling Kupe field development wells some 80 km northoéddaari.)

Progress on fabrication of the wellhead platform (WHP) has Bebstantial (72% complete) with
erection of the jacket effectively complete and installation of tirair@ng topside components, the
strand jacking system and temporary installation aids all ungierwae WHP is forecast to salil
away from Lumut aboard the heavy lift vesB&lie Marlinin March 2008. The contracts for final
hook-up and commissioning (HUC) of the WHP when it arrives on tmtat Maari have been
awarded. Meanwhile all sub-systems that could be testea ishipyard have been energised and
commissioned successfully. The temporary mooring in Admiralty, Béew Zealand, for
offloading the WHP, has also been installed.

The FPSO is nearing completion with overall progress at 88&is now manned with both
operations and construction personnel. The swivel passed facteptance testing, was delivered
to Singapore in late December and installed in the FPSO. Theafih@rine systems, utilities and
accommodation is underway. Fabrication of several subsea compbastisen completed in the
New Zealand project shore base, New Plymouth, while the mooring bddeaible flowlines are

in transit. These are expected to arrive in New Plymouttea¢nd of January 2008, to rendezvous
with the installation vesseloisa Proteus

Well construction preparations are nearing completion and dlllcemponents are scheduled to
arrive in New Plymouth by March 2008. All tubular deliveries emenplete. The Maari workover
unit is also nearing completion with factory acceptance testinpe completed rig and coiled
tubing unit scheduled for April 2008.

Preparations are also underway for the drilling of an araisll on the Manaia structure some 10

km south-west of Maari (see map). The well will be drilledthg Ensco 107 either at the
beginning or end of the Maari development drilling phase.
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Near complete Maari wellhead
platform in Lumut, Malaysia
awaiting loadout to New
Zealand



CHINA

Block 22/12, Beibu Gulf (Horizon Oil interest: 30%)
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Further progress was made during the quarter on planning for thes\M2S and Wei 6-12
development. A reserves report was submitted to and approved GkittzeNational Offshore Oil
Corporation (CNOOC) in December.

The operator, Roc Oil, has established a project team in Ghigeetute the project. The team is
currently working on the feasibility study and overall developn@ah (ODP), in advance of
submission to CNOOC. Front end engineering work will proceed dim&lanvestment decision
(FID) is targeted for mid 2008.

The multi-well exploration drilling program with the Premiukturmanskayajack-up rig got

underway in January 2008. The overall objective of the exploratidimglprogram is to test the
most prospective remaining structural and stratigraphic amesnal Block 22/12 in order to
establish and retain extended appraisal/development areas owevedss prior to scheduled
relinquishment of the residual exploration permit area in late-2008.

The first well, the Wei 6-12W-1 (see map), was drilled total wepth of 2,333 mBRT and wireline
logging has been completed. Drilling and log data indicate tllatuah oil shows were recorded,
they were not of commercial significance and thereforemtlehas been plugged and abandoned.
The rig will now move to the Wei 6-12E-1 location, which will teststructural-stratigraphic
prospect 1.7 km east of the Wei 6-12S-1 oil discovery. It should bd tiwdt the result of the Wei
6-12W-1 well does not impact on the Wei 6-12E-1 prospect, nor affeatdmmerciality of the
Wei 6-12 development project.

The Wei 6-12E-1 well is the second well to be drilled in a @ogwhich targets mapped prospects
with aggregate potential in excess of 200 mmb oil-in-plack.praspects have been defined with
3D seismic. The third well will appraise the Wei 12-2-1 discpwe the southwest of the block
which tested over 2,000 bopd oil from three separate sands in theeBaoshagang Formation.
The location of the fourth well will be dependent on resultsheffirst three and may have an
appraisal / step out objective.




PAPUA NEW GUINEA

PRL 4 (Stanley - Horizon Oil interest: 27.95%)

Acquisition of a 44 km seismic survey, designed to quantify thal&t gas resource volume was
completed during the quarter using a MLSC seismic crew. The swaggxecuted in good timing
and on budget.

The seismic data, which was processed by Velseis in Besba of good quality. Preliminary
interpretation of the new seismic supplemented with 161 km of regged existing seismic data
confirms that the gas resource will more than satisfy eéheirements of PNG Sustainable Energy
Limited (PNG SEL) to meet its objectives to supply powetht® Ok Tedi mine and domestic
consumers.

The next step in the appraisal process is to carry out a produesiboftthe Stanley-1 discovery
well for the purposes of evaluating gas composition and delivityabiflanning for the production
test is underway, with the target of completing the work before mid 2008.

PRL 5 (Elevala / Ketu — Horizon QOil interest: 10.36%)

Reprocessing of 232 km of existing seismic over the Elevata/geondensate discovery is
continuing.



THAILAND

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

Acquisition of block-wide 2D seismic surveys over Blocks G10M8& &11/48 using the seismic
vessel SMNGProfessor Polshkowas completed on 24 December 2007. Totals of 3,145 km in
G10/48 and 2,961 km in G11/48 were acquired and the data is now being processed. Data quality is
good and initial indications are that confirmation of prospective leagsniap) will be achieved.

The aim of the survey is to finalise the best 3 prospects ind8Hd 2 prospects in G11/48 for
drilling. The operator, Pearl Energy, has contracted theypalg Ensco 51to drill the 5 well
program which, by obligation to the Thai government, must be compleiegdar. Anticipated
timing for the commencement of drilling is Q3, 2008. The progmglirbe part of Pearl Energy’s
larger drilling program in the Gulf of Thailand and should benefit from eca®aoiiscale.



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 35 — 40 bopd.

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 3,069
Block 22/12 (Beibu Gulf), offshore China 7,039
Block G10/48, Gulf of Thailand 792
Block G11/48, Gulf of Thailand 821
PRL 4 and PRL 5, Papua New Guinea 437
Oil and Gas Properties

Bayou Choctaw 56
Cash on hand at 31 December 2007 22,538

CHIEF EXECUTIVE OFFICER’'S COMMENTS ON 2008 OUTLOOK AND PRIORIT IES

“This seems to be an appropriate time to review for sharemelttee outlook for Horizon Qil for

the coming year and to outline the management team’s priorities. isThisrucial year in the

execution of the Company’s well-publicised strategy, which isbudd a geographically

concentrated portfolio of material assets comprising a blendradyzing, pre-development and
exploration projects.



The engineering and construction risk of the Maari development piisjeow essentially behind
us as we prepare to enter the installation and development driliages. Successful execution of
these steps should see Horizon Oil benefiting later in the fyear production of substantial
reserves with upside potential from high quality facilitieaimenvironment of high oil prices - a
commodity price environment that we expect to persist.

Development of our fields in Block 22/12, offshore China, should comiatece the year. This
will not be a difficult development project technically. Hopgfthe exploration drilling program
that is currently underway will add to the existing, already commerciadyvedase.

The chance to begin commercialising our gas resources in Papua New @uimegh pursuing.
The gas resource is a large one, will be technically straightfaiwar develop and, most
importantly, contains valuable liquids that will add significantty the economics. The end
consumers are industries, primarily mines in this region, who currémtiy expensive diesel for
power generation. We believe that a gas / power supply contractOkitfiedi, if successfully
concluded and implemented, will be something that will attract other consumele andled up.

In Horizon Oil's judgement, the Gulf of Thailand ranks at the vepydf E and P jurisdictions in
Southeast Asia. The region contains prolific producing trends, supportepaasel well-priced
market of oilfield services and suppliers and the domestic enéok both oil and natural gas is
very strong indeed. We are fortunate to have a material interestiarge acreage position with
experienced partners. The five well drilling program planned for tbergehalf of 2008 will test a
mix of targets of considerable size and prospective for both oil and gas.

In addition to the focus on existing projects, we shall continue toweaiel hopefully acquire new
business opportunities that meet our strategic objectives.furtding for such growth projects will
most likely derive from anticipated production revenues. Given the high prga®éucing assets
in the current market, we expect the new business to rkebkt be in the exploration area — for
reasons of acceptable entry cost and superior leverage on sharedi@deity. Shareholders can
be assured that any new exploration ventures will be located in and arourekisting areas of
operations where we have gained a level of mastery of the teclanidailommercial aspects and
where we can achieve some economies of scale. As alwaysvilhére an eye to the need to be
able to carry out exploration work and, if successful, field devetoprat reasonable cost in the
current high cost environment.

The company’s priorities for 2008 distill easily from the above commentary. afbe
Bring Maari onstream and appraise Manaia in the development drilliequaence.

Drill remaining prospects in Block 22/12 prior to expiration of the esgtion phase in
September.

Begin development of Block 22/12 fields.

Conclude gas sales arrangements for Stanley field in Papua New Guinea gimd be
development.

Complete 5 well exploration drilling program in Gulf of Thailand.
Build exploration acreage inventory in existing geographic focus areas.”

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




