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KEY ACTIVITIES

Installation and commissioning of the Maari platform and FP® Raroa continues;
Ensco 107rig parked 75 m off the platform waiting on a good weather windw to come
alongside and commence development drilling.

Farmin to PEP 38494 offshore Taranaki, on trend with Maari, completed.

Field development optimisation for Wei 6-12, Wei 6-12S and Wei 12-8Wiefds
continues with submission of development plan now schel@d for end-2008; field
development areas designated and approved by Chinese authorities.

Analysis of Stanley-1 production test results support gas e¢gcling and condensate
stripping operation; development planning underway.

Thailand drilling delayed to February 2009 with new contract rigEmerald Driller.

PROGRAM TIMING

Task Name 2008 2009 2010
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Exploration Drilling
Block 22/12, China (2 wells) —_——
Block G1/48, Thailand (2 walls] = =
Block G3/48, Thailand (1 wall] =
Block Ga/'48, Thailand (3 walls] =] ==
Block G10V48, Thailand (5 wells) [=l==] [==]
Block G11/48, Thailand (4 wells) =28 =1~
PEP 32494, New Zoaland (Matarii-1) —
Manaia Appraisal, New Zoaland (Manaia-1) [=——]
Stanley-1 workover, PNG [—]

Development Program
Maari

Construct and install E———————

Development drilling (8 wells)

On production
PRL 4, Stanky
Stanley-2 [—]

Diesign, construct and install

On production
Wei 612

Diesign, 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 Oihterest: 10%)

Overall project progress at end-August was 82% complétie tie wellhead platform (WHP) 97%
complete and the FPSO handover to operations commenced. Thegotote operator has
witnessed the performance testing of the main onboard systems &P #t@, with the process
systems having been tested by circulating injection wderugh all vessels and lines. The
contractor, Tanker Pacific, has now declared the FPSO to be ready fatiapzer

Progress on hook-up and commissioning of the WHP and FPSO continuessdntiadly awaits

first oil flow to be completed. Flowline and umbilical pull-ins bgwogressed with only one 10”
flowline remaining to be completed. Progress has been hamperedatlyewgreventing the
installation equipment and support vessels from operating efficiently.

The main component of development remaining is to drill the productadls and the rigensco
107 has not yet started drilling operations. The rig was selkdy Origin Energy from the
Momoho-1 well and came on charter to the Maari joint venturé Angust 2008. However bad
weather prevented the rig from moving immediately to the VHE it was temporarily parked
outside Nelson harbour, waiting on weather. Since that time the@signoved to a location some
75 m off the platform and continues to wait for low wave conditions to ratmreyside the platform
and commence operations.

HSE performance is a priority and the operator and contramatsue to emphasise diligence and
safe working practices. A safety workshop was held in New Plymouth durinendeg.



FPSO Supply Vessel

Ensco 10Rig standing 75m off Maari Platform

PEP 38494, Offshore Taranaki Basin, (Horizon Oil interest: 25%)

Horizon Oil completed a farmin to permit PEP 38494 and will ea?58% interest in the block,
which lies immediately adjacent and south of the Maari anddih permits (see map above). An
exploration well is scheduled for late 2009 targeting one ofrakpeospects lying along trend and
updip of the Maari and Manaia discoveries.

Acquisition of PEP 38494 is consistent with Horizon Oil's strategient. The block is sizeable,

the interest to be earned material and there will be t¢é=dmical, commercial and operational
synergies to be had by way of the Company’s involvement in Ma#di fThere is further potential

to explore the south Taranaki Basin oil play. The opportunitysetasbuild a significant acreage
position around the Maari field, in a jurisdiction where thedigerms are widely considered to be
very favourable for petroleum exploration and development.



CHINA

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

Preparation of the development feasibility study for the proposed\W2 Wei 6-12S and Wei 12-
8W Fields continued during the quarter and is the subject @wewith China National Offshore
Oil Corporation (CNOOC) experts on an ongoing basis. As a reSu#cent discussions with
CNOOC it has been decided to consider modifications to the crudepoittglan that may deliver
economic benefits to the joint venture and consequently fitialsaf the overall development plan
(ODP) has been delayed. Re-submission of the ODP is now expéthedend of 2008 and a final
investment decision within three months thereafter.

The results of the exploration and appraisal programs conductée fwjrtt venture to date formed
the basis for designation and application for the acreage toetaned for appraisal and
development at the expiry of the exploration phase at 30 Sept&2Gb8r The advice from

CNOOC is that the discovered oil accumulations within the 8YE2 / 6-12S and Wei 12-8W [/ E
areas will be retained. Discussions continue with regardetartba of the Wei 12-2 oil discovery
made in the early 1990s.



PAPUA NEW GUINEA

PRL 4, Stanley Field, (Horizon Oil interest: 100%)

The good flow rates from the successful Stanley-1 productiondpstted previously have been
supported by analysis of the gas properties and condensate cohtbasis of design (BOD) for
the Stanley field development was commissioned using Icon Emgigdety Ltd and has recently
been completed. The better than anticipated deliverabilityhef gas reservoir and higher
hydrocarbon liquids content of the gas have enabled a substgasiatecycling / condensate
stripping development project to be designed. The BOD involveprtiguction of 140 million
cubic feet of gas per day from two wells, extraction ofatiitiover 4,000 barrels of condensate per
day and potentially 40 tonnes of LPG per day, with re-injectioth@fdry gas until a gas market
develops. Detailed reservoir modelling supports the recoverponé than 8 million barrels of
condensate over a 10 year period, which is expected to be pricébuataa US$5 per barrel
discount to Tapis crude. The plan provides for a 4” flow tméransport the condensate from
Stanley field 40 km to the river port of Kiunga for shipment to customers.

Discussions with a local power generation company initially wiagl supply of power to the OK
Tedi mine have been suspended due to uncertainties with the ecermmnthe part of one of the
power company’s principal shareholders. Notwithstanding thetaltiesi regarding Ok Tedi,
Horizon Oil has identified a potentially sizeable market for pawehe Western Province of PNG
and across the border in West Papua. The Company believesethepcement of existing fuel
oil and diesel-fired power generation in this area with gasigeed power could account for the
entire Stanley gas resource, which has been evaluated by an inadepequiat to be 260 billion
cubic feet of gas at the Proven and Probable (2P) level. akefomvard will be to begin with
condensate and possibly LPG stripping with re-injection of dsyagal then divert the dry gas to
power generation as that market develops over the next 5 years or so.
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Horizon Oil has engaged with the Department of Petroleum andEimePNG for the purposes of
obtaining a Gas Agreement and Petroleum Development Licencetlmefield. The PNG
Government has the right to participate in the project at a lea3.6%6.

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

Studies to determine the appraisal and development strategyef&ldtala and Ketu discoveries
continued, with a view to progressing appraisal in 2009.

THAILAND

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

Prospects for the first three wells in G10/48 and thetiwvetwells in G11/48 have been reviewed
and agreed for drilling in the Phase | campaign which was dudatbis November 2008.
However, as a result of delays in obtaining environmentatogpfs for the drilling program,
commencement has been delayed to February 2009, with the apprthalltfailand Government
authorities.

The prospects in G10/48 are targeting oil and the prospects iA&4rH targeting both gas and oil
of material size and value to Horizon Oil. Success in any oi#fis will lead to immediate follow
up and appraisal to accelerate development planning.

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

Mapping and evaluation of prospects continues on the newly acepdigdic data and drilling is
likely to commence in the G6/48 block during the second quarter of 2009.

-6 -



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 5 — 15 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 7,612
Block 22/12 (Beibu Gulf), offshore China 845
Block G1/48, Gulf of Thailand -
Block G3/48, Gulf of Thailand 67
PEP 38413, Manaia 2
PEP 38494, Matariki -
Block G6/48, Gulf of Thailand 73
Block G10/48, Gulf of Thailand 79
Block G11/48, Gulf of Thailand -
PRL 4, Papua New Guinea 2,261
PRL 5, Papua New Guinea 148
Oil and Gas Properties

Bayou Choctaw 5
Cash on hand at 30 September 2008 9,014

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




