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REPORT ON FOURTH QUARTER ACTIVITIES — 30 JUNE 2008
AUSTRALIAN STOCK EXCHANGE LISTING RULE 5.1

KEY ACTIVITIES

Installation of Maari wellhead platform and FPSO Raroa complete; Ensco 107jack-up
rig waiting on weather to commence development drilling.

Field development planning for Wei 6-12, Wei 6-12S and Wei 12-8Wefds on track for
finalisation and submission before end of September 2008.

Working interests in PRL 4 and PRL 5, Papua New Guinea, increasl to 100% and
49.65% respectively; Stanley-1 workover and production test cometed with good
results.

Thailand first phase 7 well exploration drilling program on track for November 2008
start with Ensco 51jack-up rig.

Additional US$25 million of debt facilities provided by BOS Intenational.

PROGRAM TIMING

Task Name | 2009 I

2008 2010
Apr May Jun Jul Aug Szp Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan FebMar Apr May Jun Jul AugSep Oct Nov Dec

Exploration Drilling
Block 22/12, China (2 wells) T
Block G1/48 (2 wells) | |
Block G3/48 (1 well) |
Block Ge/48 (3 wells) | 8
Block G10/48, Thailand (5 wells) oon m
Block G11/48, Thailand (4 wells) [ i
Manaia Appraisal, New Zealand (1 well) [

Stanley-1 workover, PNG (1 well) i

Development Program
Maari

Construct and install
Development drilling (8 wells)
On production
PRL 4, Stanley
Stanley-2 A
Design, construct and install E ]
On production '
Wei 6-12 . :
Design, construct and install | : |

Development drilling (7 wells)

On production




EXPLORATION AND DEVELOPMENT ACTIVITY
NEW ZEALAND

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

Installation of the Maari field development facilities mow essentially complete, with the
remaining tasks being commissioning of the FA&oa and the wellhead platform (WHP) and
pull-in of the flowlines and umbilicals that connect them. The flewd and umbilicals had
previously been laid from the buoy to the vicinity of the WHP usdiiregloisa Proteusnstallation
vessel.

The FPSO sailed to the permit area and was installed onaweéng buoy on 13 May 2008. Since
then the swivel has been installed and successfully rotation testdeP 30 systems are now being
commissioned, to the extent they can be without hydrocarbons. Tleiopgteam is undergoing
training while commissioning is underway.

The WHP was fully installed with adequate base penetratiole\ezhon 21 May 2008. Minor
remedial work to the seafloor adjacent to the platform,bagelving the placement of 60 tonnes of
gravel, was performed. The temporary refuge and accommodation module on the plafbeerha
commissioned and there are now up to 30 personnel on the WHP contirfootisy hook-up and
commissioning process. All temporary installation aids, includivey strand jacks, have been
removed.

The rig that will drill the development well, tlinsco 107has been prevented by bad weather from
completing final stages of plugging and abandonment of the nearby Mdinehb- It is expected

to be released to the Maatri joint venture within days. A temporary moorsigelea installed in the
field to allow the rig to safely approach and jack-down alongsideNKP. Preparation for the
development drilling phase is progressing well, with offshorestgervisory staff recruited and
equipment delivery on schedule. The intention is to batch drill thte3fiproduction wells, with the
anticipation that they will be turned to the FPSO in October.



Maari wellhead platform
Tirotiro Moanainstalled
on location

Flowline pull-in subsea guide frame Pull-in winch on WHP



CHINA

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

Preparation of the field development plan (ODP) for devetoyrof the Wei 6-12, Wei 6-12S and
Wei 12-8W oil accumulations progressed over the reporting period. ofijeetive is to file the
ODP with CNOOC in advance of the expiry of the exploration @hafsBlock 22/12 on 30
September 2008. Submission of the ODP, which includes a significaminarof front-end
engineering and design, in effect constitutes the financial meedgtdecision (FID) for the project.
The joint venture also intends to file an acreage retemptimm in the same timeframe, designed to
reserve the Wei 12-8E and Weil2-2 oil accumulations for development inuhe. fut

The ODP envisages development of the Wei 6-12 fields utilsingnmanned platform and FPSO,
with the Wei 12-8W field tied back via pipeline to the platformhis option is preferred by the
joint venture because it does not rely on the availabilityxaftiag infrastructure and delays and
capacity constraints that may result. The key issues uimd¢rcbnsideration are availability of a
suitable FPSO and Chinese government gas and water disposal req@irement

The operator, Roc Oil, has indicated timing for first oil as being the secdnaf RBalL0.



PAPUA NEW GUINEA

PRL 4 (Stanley - Horizon Oil interest: 100%)

During the reporting period, the Company successfully negotiatédd IatierOil Corporation to
purchase its 43.13% interest in PRL 4 and 28.58% interest in FBL BS$6.5 million and the
granting to InterQil Corporation of a first right of refusal purchase its share of condensate
produced from the licences. The acquisition of the interestsineraabject to PNG government
approval and, in the case of PRL 5, was subject to standardnpta« rights of a co-venturer. As
a result of the purchase, Horizon Qil’s interest in PRL 4 nomdstat 100% and the Company is in
the process of assuming operatorship.

Further progress was made in the development of Stanleyfdiellde purposes of supplying gas to
PNG Sustainable Energy Limited (PNG SEL). PNG SEL irgendutilise the gas to supply power
to a number of clients in Western Province, primarily Ok Tddaiing Limited, beginning mid-
2009. A key step was the successful workover and production test of the Stanldycargiensate
discovery well.

Workover operations began on 20 June 2008, utilising Easternwell Rigd an SGS test unit.
Cement plugs that were set when the well was cased and susped®®® were drilled out. A
completion string was installed in the well on 9 July 2008 and thevoesavas subsequently
perforated across a 4.7 m interval. The well flowed gasvadmum rate in excess of 30 mmcfd
(see picture below) with a final condensate rate of 25 lsgpegl mmcf. Several gas and condensate
samples were collected for pressure analysis and bottom-h@lgupredata was recorded during
several flow and shut-in periods. The flow capacity of the exaleeded expectations and analysis
of the pressure data indicates that the well is connected to a lasgacgumulation.

The Stanley-1 well was suspended on 27 July 2008 as a dual gasti@in back-up supply well.
Planning is underway to drill the main gas supply well, StaBlég-meet PNG SEL’s requirements
in the first half of 2009.

Icon Engineering has been contracted to formulate a basis aindési the Stanley field
development. This will lead into detailed design and facilitesstruction under an EPCM
(engineering, procurement, construction and management) contract.et Tatg for first gas
through the facilities is 1 July 2009.



Negotiation of the gas sales agreement terms sheet WiB $FEL is nearing completion. PNG
SEL has advised, based on the positive outcome of the Stanley-1tfodast, that it has placed
orders for the gas turbine — driven generators.

In addition, Horizon Qil has commenced the application process fogrdmg of a Petroleum
Development Licence for the Stanley gas project with the releW@tdgdvernment departments.

Flaring during the Stanley-1 production test

PRL 5 (Elevala / Ketu — Horizon Oil interest: 49.65%)

As a result of the purchase of InterQOil Corporation’s 28.58%esteand because the pre-emptive
rights of a joint venturer were not exercised, Horizon Oil'erest in PRL 5 is now confirmed at
49.65%.

During the quarter mapping of the recently reprocessed sedatacover the Elevala and Ketu
structures was completed. The conclusion is that the exisismisalata grid is adequate to select
an Elevala appraisal well location for possible drilling in 2009.



THAILAND

G10/48 and G11/48, Gulf of Thailand (Horizon Qil interest: 25%)
G1/48, G3/48 and G6/48 (Horizon Qil interest: 20%)

Mapping of approximately 8,200 km of newly-acquired seismic datatbees blocks held by the
Company continued during the quarter. An attractive inventoryragpects for an extensive,
phased drilling campaign is developing (see work program chéahedbeginning of this report).
The operator, Pearl Energy, has contracted the jack-ugnggo 51to drill the program, which will
be part of Pearl Energy’s larger drilling program in the GilfThailand and should therefore
benefit from economies of scale.

The first phase of drilling will consist of 3 wells in G10/48y2lls in G11/48 and one well in each
of G3/48 and G6/48. Site and environmental surveys will be conduct&dlacations within
G10/48 prior to selection of the 3 prospects to be drilled in tsieghase, which will be determined
in August. This will allow drilling to begin in November, in advamaf the mid-December 2008
government obligation date for G10/48.

Work on prospect definition for the balance of the drilling campaign is continuing

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
Additional US$25 million debt facilities

On 22 May 2008, the Company advised that it had been provided with USi#iab of additional
debt facilities from BOS International (Australia) Limitedpmposed of a revolving corporate
facility of US$19.25 million and an increase of the Maari projatarfce facility by US$5.75
million to US$45.75 million. The funds available under the revolvingaate facility may be
applied for general corporate purposes of the Horizon Oil group. €léneant facility agreements
were signed, and financial close achieved, on 21 May 2008.

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 3,516
Block 22/12 (Beibu Gulf), offshore China 298

Block G1/48, Gulf of Thailand -
Block G3/48, Gulf of Thailand -

Block G6/48, Gulf of Thailand 16
Block G10/48, Gulf of Thailand -
Block G11/48, Gulf of Thailand 127
PRL 4, Papua New Guinea 4,418
PRL 5, Papua New Guinea 7,000
Oil and Gas Properties

Bayou Choctaw 13
Cash on hand at 30 June 2008 19,562

CHIEF EXECUTIVE OFFICER’'S COMMENTS

“Good progress was made during the quarter towards realising the Company’s strategydofdouil
a geographically-focused, balanced portfolio comprised of assets of material sGdle work
program timing chart in the report demonstrates the pleasing spread of dsm®tsear-term
production (Maari), through development (Stanley and Block 22/12), to exploration (Tharndnd
Manaia). Particularly evident from the chart is the scale of thecgapbn drilling program in the
Gulf of Thailand.

The additional debt facilities obtained from BOS International are designeddgebany gap in
the funding of the capital program prior to receipt of first revenues fktaari production. The
facilities provide for delays in Maari first oil, overruns in Maasital expenditure and unforeseen
additional expenditure in the rest of the current work program, should any of these occur.

Finally | am pleased to advise shareholders that oil and gas analysts fromwangrnumber of
broking houses are now providing detailed coverage on Horizon Oil. | consider thasatese be
of high quality and of value to shareholders in understanding their investment iorig@a8y. The
various research reports are posted on our website and shareholders are invited to reviéw them

Brent Emmett
Chief Executive Officer



Yours faithfully,

Michael Sheridan
Chief Financial Officer & Company Secretary
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