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DEVELOPMENT OF HORIZON OIL’S (HZN) PAPAU NEW GUINEA ASSETS 

Horizon Oil’s PNG assets comprise a 100% interest in PRL 4, which contains the Stanley gas / 
condensate discovery and a 49.65% interest in PRL 5, which contains the Elevala and Ketu gas / 
condensate discoveries, as shown on the map below. 
 
On 18 July 2008, the Company reported the successful production testing of the Stanley-1 
discovery well, which was subsequently equipped as a future gas re-injection well.  The test 
information and hydrocarbon samples from the production test were comprehensively evaluated 
and the results provided to Icon Engineering Pty Ltd, a Perth-based oil and gas engineering and 
construction firm, for the purposes of providing a Basis of Design (BOD) for development of 
the resource. 
 

 
 
The better than anticipated deliverability of the gas reservoir and higher hydrocarbon liquids 
content of the gas have enabled a substantial gas recycling / condensate stripping development 
project to be designed.  The BOD involves the production of 140 million cubic feet of gas per 
day from two wells, extraction of initially over 4,000 barrels of condensate per day and 



 

 

potentially 40 tonnes of LPG per day, with re-injection of the dry gas until a gas market 
develops.  Detailed reservoir modelling supports the recovery of more than 8 million barrels of 
condensate over a 10 year period, which is expected to be priced at about a US$5 per barrel 
discount to Tapis crude.  The plan provides for a 4” flow line to transport the condensate from 
Stanley field 40 km to the river port of Kiunga for shipment to customers. 
 
The principle risk that remains relates to the continuity and connectivity of the productive gas 
sand over the structure.  It is not assessed as being high, based on seismic mapping, pressure 
build-up recorded during the production test and the presence of the target sandstone observed 
in surrounding wells.  Nevertheless, a financial investment decision on the project will not be 
made until the results of the Stanley-2 appraisal well, which if successful will be completed as a 
gas supply well, are in hand.  Should the well be drilled in 2009, the Company believes the 
condensate stripping project can be onstream in 2010. 
 
Horizon Oil has engaged with the Department of Petroleum and Energy in PNG for the 
purposes of obtaining a Gas Agreement and Petroleum Development Licence over the field.  
The PNG Government has the right to participate in the project at a level of 22.5%. 
 
Shareholders have been advised that Horizon Oil has been in discussions with PNG Sustainable 
Energy Limited (PNG SEL) regarding the use of Stanley gas to supply power to the nearby Ok 
Tedi mine (see map).  This was going to involve the supply of relatively small volumes of gas to 
PNG SEL and the stripping of a modest amount of condensate.  The results of the Stanley-1 
production test and the various engineering studies that have now been completed support the 
viability of a much larger and more lucrative liquids project, as described above.  This fact, 
coupled with recent advice from PNG SEL of uncertainties with the economics of the small Ok 
Tedi power project, has shifted Horizon Oil’s focus to the liquids project.  Inevitably this will 
have a higher capital cost and come on stream roughly one year later.   
 
Notwithstanding the hesitation regarding Ok Tedi, Horizon Oil has identified a potentially 
sizeable market for power in the Western Province of PNG and across the border in West 
Papua.  The Company believes that the replacement of existing fuel oil and diesel-fired power 
generation in this area with gas-generated power could account for the entire Stanley gas 
resource, which has been evaluated by an independent expert to be 260 billion cubic feet of gas 
at the Proven and Probable (2P) level.  The way forward will be to begin with condensate and 
possibly LPG stripping with re-injection of dry gas and then divert the dry gas to power 
generation as that market develops over the next 5 years or so. 
 
Yours faithfully, 

B D Emmett 
Chief Executive Officer 
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