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HIGHLIGHTS

· Oil Search’s total oil and gas production in the second quarter was 1.91 million barrels of oil equivalent (mmboe), marginally higher than in the first quarter.  Oil production for the quarter was 1.63 million barrels. 
· Second quarter gross production from the PNG oil fields averaged 35,340 barrels of oil per day. The Kutubu field performed strongly, with the newly completed Usano wells exceeding expectations.  Total oil production was marginally lower than in the first quarter due to workover activity and minor repairs required to transfer pumps at Agogo.
· Operating revenue for the quarter was US$116.6 million, 63% higher than in the first quarter.  Total oil sales were 1.84 million barrels.  A further 0.42 million barrels remained in inventory at the end of the reporting period.   It is anticipated that production and oil sales will be more closely balanced by the end of 2009.

· The average realised oil price for the period was US$55.57 per barrel, 21% above the first quarter of 2009 but 58% below the corresponding period of last year. 
· Significant progress was made in bringing the PNG LNG Project to Final Investment Decision, planned before the end of 2009.  A number of major milestones were achieved during the second quarter.  

· In May, the PNG Government and other key stakeholders signed a landmark Umbrella Benefits Sharing Agreement (UBSA), which provides the framework for how a number of revenue streams from the Project will be shared between the PNG Government, Provincial Governments and Landowners. 

· The UBSA, together with significant progress on marketing, paved the way for a decision by the PNG LNG Project Participants to commence Early Works, comprising a range of infrastructure construction activities.  The Early Works decision represents a total capital commitment of approximately US$600 million over the next 12 months by the Project Participants. 
· In June, the Project Participants reached alignment on commercial terms with three major LNG customers in the Asia region for long-term sales of LNG totalling approximately 4.3 million tonnes per annum (MTPA).  This is in addition to the previous announcement that commercial terms had been agreed with another major Asian buyer for 2 MTPA of production capacity.  These arrangements now take the total LNG volumes covered by commercial terms to the Project’s full 6.3 MTPA initial production capacity.
· Agreement on key terms for a project finance facility with a number of Export Credit Agencies was achieved shortly before the end of the quarter.
· Execution planning for Early Works activities commenced during the quarter and construction activity started shortly after the end of the quarter.  
· The PNG LNG Project remains on track for a Final Investment Decision before the end of 2009 and first LNG sales in late 2013/early 2014.
· At the end of June 2009, Oil Search had a cash position, excluding joint venture balances, of US$402.1 million, compared to US$481.1 million at the end of March.  Key cash outflows for the period included US$51.8 million spent on PNG LNG FEED, US$28.8 million on other exploration activities and US$52.1 million on development work.  Due to the introduction of an underwritten Dividend Reinvestment Plan, there was no outflow of cash relating to the payment of the 2008 final dividend of four US cents per share during the quarter.  
Commenting on the results for the second quarter of 2009, Managing Director, Peter Botten, said:

 “Oil market conditions improved significantly during the second quarter of 2009, with a strong rally in oil prices. The average oil price realised was US$55.57 per barrel, compared to US$45.83 per barrel in the previous quarter.  2009 second quarter production was 1.91 million barrels of oil equivalent net to Oil Search, up slightly from the previous quarter.  Strong production performance was achieved in the Kutubu field, underpinned by good rates from the new Usano development wells.”
PNG LNG Project achieves critical milestones in the second quarter  
“A number of very important milestones were reached by the PNG LNG Project during the second quarter of 2009, maintaining the strong momentum the Project has built up this year. 

In May, the Umbrella Benefits Sharing Agreement (UBSA), which defines how a range of benefit streams from the Project will be shared between the PNG Government, Provincial Governments, Project Area Landowners and Local Level Governments, was signed in Kokopo, East New Britain.  The negotiation of the UBSA represents a significant exercise in project development democracy, with over 1,000 landowners, selected by their communities to represent the 60,000 landowners impacted by the Project, involved in the discussions.  
On the marketing front, during the quarter the Project Participants reached alignment on the commercial terms for LNG offtake with three major LNG buyers in the Asian region, for a total quantity of approximately 4.3 MTPA.  This is in addition to the agreement announced previously, that key commercial terms had been agreed with another major Asian buyer for 2.0 MTPA of production capacity.  These arrangements now take the total volumes of LNG offtake to the Project’s full 6.3 MTPA production capacity. This was a major achievement for the Project and, together with the signing of the UBSA, provided sufficient confidence to the Project Participants to agree in June to a proposal by the Project Operator, ExxonMobil, to make a significant investment in early construction activities, prior to the formal sanction decision at the end of the year.   

These Early Works, representing a total project commitment of approximately US$600 million over the next 12 months, include a range of infrastructure projects, such as the upgrade and repair of roads, construction of camps, wharf upgrades, early site preparation in the PNG Highlands, construction of training facilities and ordering of long 
lead items.  The development of this infrastructure will enable full construction to commence in early 2010 and helps protect the project delivery schedule.
A number of contracts for Early Works activities were awarded in June, including a major construction contract for upstream civil infrastructure to Clough-Curtain JV, a joint venture between Clough Niugini Ltd and Curtain Brothers PNG Ltd.  Construction work is now underway.
During the quarter, significant progress continued to be made on securing a project finance facility for the Project.  A comprehensive term sheet was negotiated by the PNG LNG Project finance team with a number of Export Credit Agencies (ECAs). These agencies are expected to provide a significant proportion of the required funds for project construction.  Towards the end of the quarter, all key terms were agreed, including the 70% debt: 30% equity gearing ratio previously flagged.  Detailed discussions with commercial banks will commence this month, with the term sheet agreed with the ECAs being used as the basis for bank proposals.    
Front End Engineering and Design (FEED) continued during the quarter on both the upstream and downstream components of the Project and these activities are now nearing completion.  We are pleased to note that there continues to be strong competition to provide services to the Project, especially for the construction of the liquification plant near Port Moresby.  Capital costs for the upstream and downstream construction contracts will be known late in the third quarter.”  
On track for Final Investment Decision in late 2009

“With the progress made in the first half of the year, the LNG Project remains firmly on track for a Final Investment Decision (FID) in late 2009 and first LNG sales in late 2013/early 2014.  Key milestones for the second half prior to FID include:

· Completion of FEED activities 
· Assessment and award of construction bids for the upstream and downstream parts of the Project
· Individual licence-based development forums, to establish the detailed final benefits distribution at an Incorporated Land Group level 
· Completion of binding LNG Sales and Purchase Agreements (SPAs)
· Finalisation of financing terms
· Progressive delivery of a range of licence and regulatory approvals.”
2009 Strategic Review defines further growth initiatives 
“Substantial work on the 2009 Strategic Review was carried out during the reporting period to define value and growth initiatives for the Company for the next five years, adding to the value to be delivered by the PNG LNG Project.  This work includes defining the resource base and required activities to build on the initial LNG development, including appraisal and exploration drilling and a broader gas aggregation strategy, to underwrite further gas developments.

As part of the Review, a revised investment and operating plan for the PNG oil fields for the period leading up to first LNG production is being prepared, including the capture of value synergies between the operations, reservoir management for gas and oil production, facilities uptime and field and facilities life extension.  The results of this comprehensive review will be progressively released to the market in the second half of the year, with details of the 2010 and 2011 programmes focusing on confirming the potential expansion of the initial PNG LNG development.” 
Exploration activity
“In addition to both onshore and offshore seismic activities in PNG, during the quarter the Caliph well offshore Libya commenced drilling.  The Shakal 1 well in Iraq continued to drill ahead in the Shakal PSA during the reporting period.”
Factors affecting profit in the first half of 2009 and outlook for the second half 
“The 2009 first half results are scheduled to be released to the market on Tuesday 25 August.  There are a number of items that are expected to impact the first half profit.
Oil inventory at the end of June totalled 420,000 barrels.  Revenue from this production is not booked until it is shipped.  It is expected that this inventory will be progressively sold in the second half and that there will be an approximate balance between production and sales by the end of 2009. 

Cash operating costs, on a per barrel basis, are expected to be approximately in line with the corresponding period of last year, with the impact of the global financial crisis on some of the key cost inputs, such as fuel and consumables, offsetting the impact of fixed costs on lower production volumes.  Non cash charges are expected to be slightly lower, reflecting a higher proportion of production from fields with lower amortisation rates.  
The effective tax rate for the half year is expected to be slightly higher than the statutory PNG rate of 50%, due to a small amount of non-deductible exploration expense related to the Middle East/North Africa activities.  A full six months of fees related to the Company's currently undrawn corporate facility will be expensed, while income on the Company’s US dollar denominated cash balances has been impacted by the sharp drop in deposit rates. In addition, a finance charge relating to future site restoration commitments will again be recognised, at a similar rate to last year.
Completion of a number of new development wells in Kutubu and Moran, drilled in the first half, is expected to lead to a stronger oil production performance in the second half of the year.  Production guidance for the 2009 full year remains unchanged, at between 8.0 – 8.3 mmboe.”
PETER BOTTEN, CBE
Managing Director

21 July 2009
2009 SECOND QUARTER PERFORMANCE SUMMARY

Note: 2009 figures are unaudited
	
	Quarter End
	Half Year
	Full Year

	
	June

 2009
	Mar

 2009
	June

 2008
	Jan-Jun

 2009
	Jan-Jun
2008 
	Dec
2008

	PRODUCTION DATA
	
	
	
	
	
	

	Crude oil production ('000 bbls)

Gas production (mmscf) 

Hides condensate (‘000 bbls)

Barrels of oil equivalent (‘000 boe)
	1,628
1,451

36

1,906


	1,633

1,404

36

1,903
	1,863

1,367
33

2,122
	3,262
2,855

72

3,809
	3,817

2,690
65

4,328
	7,576

5,349
130

8,596

	SALES
	
	
	
	
	
	

	Internal oil usage ('000 bbls) 1
Sales volume ('000 bbls)

Gas equivalent sales (mmscf)
Crude Inventory (‘000 bbls)2
	20
1,843

1,502

420
	20

1,144

1,450

656
	22

2,070

1,370

193
	40
2,986

2,953

420
	44

3,749

2,719

193
	88

7,460

5,415

193

	FINANCIAL DATA
	
	
	
	
	
	

	Sales revenue from operations(US$m)

Other field revenue 
Rig income 

Total operating revenue

Realised oil price – PNG (US$ per bbl)

Realised oil price – MENA (US$ per bbl)

Average realised oil price (US$ per bbl)

Cash (US$m) 3
Debt (US$m)
Net cash (US$m)
	107.7
2.3
6.6

116.6
55.57
-

55.57

402.1
Nil

402.1

	57.4

6.9

7.1

71.4

45.83

-

45.83

481.1

Nil

481.1
	280.5

8.1

5.6

294.2

133.63

114.93

133.23

390.6

Nil

390.6
	165.1
9.1
13.7

187.9
51.84

-

51.84

402.1

Nil

402.1
	440.8

14.7

11.3

466.8

116.04

96.26

115.03

390.6

Nil

390.6
	765.0

24.6

22.0

811.6

100.21

96.26

100.10

517.2

Nil

517.2


1
Oil used within Oil Search’s operations and not available for sale
2
Includes minor field quality adjustments
3
Excludes share of cash balances of joint venture interests
4
Prior period comparatives updated for subsequent changes

5
Hides gas production restated in prior year to include sales gas and vent gas. Vent gas was not previously reported in 2008
2009 second quarter production was 1.906 million barrels of oil equivalent net to Oil Search, produced at an average rate of 20,946 barrels of oil equivalent per day.  Strong production performance was achieved in the Kutubu field, underpinned by good rates from the new Usano development wells.  Production in the Moran Unit and the SE Mananda field was negatively impacted by the extended duration of the Moran 6 workover, a scheduled separator cleanout at SE Mananda and issues with the Agogo Processing Facility transfer pumps, which have now been rectified. 
Oil available for sale for the quarter (production less internal usage) was 1.608 million barrels, while oil sales for the period were 1.843 million barrels.  Closing oil inventory was 420,000 barrels. The average oil price realised was US$55.57 per barrel.  The Company did not undertake any hedging transactions during the period and remains unhedged.

Sales revenue from operations was US$107.7 million, while other revenue was US$8.9 million, comprising mainly rig lease income and refined product sales.   

Exploration and evaluation expenditure during the quarter was US$80.6 million.  This included US$51.8 million relating to PNG LNG FEED activities with the balance comprising primarily drilling costs related to the Caliph well in Libya, seismic activities in PNG and  the Shakal well in Kurdistan.  Development expenditure totalled US$52.1million, spent mainly on development wells and workover activity at Kutubu and Moran.  
At the end of the quarter, Oil Search had cash of US$402.1 million (excluding joint venture balances), compared to US$481.1 million at the end of March. The decrease reflected working capital movements at the end of the quarter. Oil Search remained debt free and unhedged during the reporting period. 
Note: 2009 figures are unaudited
	
	Quarter End
	Half Year
	Full Year

	
	June 2009
	Mar  2009
	June 2008
	Jan-Jun

2009 
	Jan-Jun

2008 
	Dec 2008

	CAPITAL EXPENDITURE SUMMARY (US$ million)
	
	
	
	
	
	

	Exploration & Evaluation 1
   PNG

      Capitalised 2
      Expensed 3

  Total PNG 

    MENA

      Capitalised 2
      Expensed 3

  Total MENA


	50.6
7.1

57.7

19.1

3.8

22.9
	34.2

5.0

39.2

2.2

2.4

4.6


	4.5

47.8

52.3

29.3

10.0

39.3


	84.8

12.1

96.9

21.3

6.2

27.5


	41.4

52.4

93.8

34.9

18.5

53.4
	126.7

64.1

190.8

39.4

27.1

66.5

	Total Exploration & Evaluation
	80.6
	43.8
	91.6
	124.4
	147.2
	257.3

	Development & Production
	52.1
	45.6
	31.8
	97.7
	61.2
	161.8

	Other Property Plant & Equipment 
	4.9
	1.8
	4.8
	6.7
	9.2
	32.0

	TOTAL CAPITAL EXPENDITURE
	137.6
	91.2
	128.2
	228.8
	217.6
	451.1


1
Includes expenditure on gas commercialisation including the PNG LNG Project

2
Capitalised exploration is net of previously capitalised well costs reclassified to expense and represents permit acquisition costs, expenditure associated with the drilling of wells that result in a successful discovery of potentially economically recoverable hydrocarbons and expenditures on exploration and appraisal wells pending economic evaluation of recoverable reserves. 
3
Exploration expensed includes costs of unsuccessful wells except where costs continue to be capitalised above, general administration costs, geological and geophysical costs and new venture activity.  

4
Prior period comparatives updated for subsequent changes.
PERFORMANCE SUMMARY FOR THE FIRST HALF OF 2009

Oil and gas production for the first half of 2009 was 3.81 million barrels of oil equivalent, compared to 4.33 million barrels of oil equivalent produced in the first half of 2008.

Oil production was 3.26 million barrels, 15% below the corresponding period in 2008.  This was due to a combination of natural field decline, sale of producing MENA assets, an unscheduled shut-in of the Kumul loading terminal for repairs and maintenance and issues with the Agogo Processing Facility transfer pumps.  Total liftings for the first half of 2009 were 2.99 million barrels.

Total operating revenue in the first half of 2009 was 60% lower than in 2008 at US$187.9 million.  Lower revenues reflected reduced liftings and the global oil price decline, with an average realised oil price of US$51.84 per barrel for the first half of 2009, compared to US$115.03 per barrel in the previous corresponding period.

At the end of June 2009, Oil Search had a cash position of US$402.1 million compared to US$390.6 million at June 2008.   

PRODUCTION

Note: 2009 figures are unaudited
	
	Quarter End
	Half Year
	Full Year

	
	June 2009
	March 2009
	June 2008
	Jan-June 2009 
	Jan-June

2008
	Dec

 2008

	Oil Production (‘000 bbls)

	- Kutubu 
	977
	780
	754
	1,757
	1,443
	3,258

	- Moran 
	480
	653
	807
	1,133
	1,657
	3,184

	- SE Mananda
	55
	70
	106
	125
	216
	378

	- Gobe Main
	14
	15
	19
	29
	36
	72

	- SE Gobe
	102
	115
	132
	217
	269
	489

	Total PNG (‘000 bbls)
	1,628
	1,633
	1,818
	3,262
	3,622
	7,381

	- Nabrajah, Yemen
	-
	-
	36
	-
	148
	148

	- Area A, Egypt 
	-
	-
	4
	-
	15
	15

	- East Ras Qattara, Egypt
	
	-
	5
	
	32
	32

	Total oil (‘000 bbls)
	1,628
	1,633
	1,863
	3,262
	3,817
	7,576

	Hides gas production (mmscf)
	1,451
	1,404
	1,367
	2,855
	2,690
	5,349

	- Hides condensate (‘000 bbls)
	36
	36
	33
	72
	65
	130

	Total Production  (‘000 boe)
	1,906
	1,903
	2,122
	3,809
	4,328
	8,596


1
Prior period comparatives updated for subsequent changes

2 
Hides gas production restated in prior year to include sales gas and vent gas. Vent gas was not previously reported in 2008.

Kutubu (PDL 2 – 60.0%, operator)
Strong performance was achieved during the 2nd quarter of 2009, underpinned by good rates from the new Usano development wells. Net Oil Search production from the Kutubu field was 25% higher than in the first quarter of 2009 at 0.98 million barrels, due to the resumption of normal production following the shutdown of some facilities in the first quarter. Gross production rates averaged 17,876 bopd during the period, up from 14,435 bopd in the previous quarter.

The Usano field continued to be a key contributor to production during the quarter, providing about 40% of field production. The UDT 11 well brought on stream in March, continues to perform well, producing at over 2,000 bopd at solution gas rates.  The fifth Usano well, UDT 12 has been successfully drilled and by the end of the quarter was being completed with production start-up scheduled in July at a rate of 1,500 bopd.

In the recently drilled IDD5 well, the upper Digimu reservoir has now been opened and the well is producing at 1,000 bopd.  
During the quarter, the IDT 24 well was drilled and selectively completed over a 500 metre horizontal section in the Toro reservoir. Initial test rates have been encouraging with over 2,000 bopd being measured.
Planning continues for the Agogo ADD A development well which is targeting undrained oil in the Digimu reservoir but will also access the Toro reservoir condensate and gas reserves.

Moran Unit (49.5%, based on PDL 2 – 60.0%, PDL 5 – 40.7% and PDL 6 – 72.5%, operator)

Oil Search’s share of 2009 second quarter production from Moran was 0.48 million barrels, which was 27% lower than in the first quarter of 2009, with the decline due to the extended duration of the Moran 6 workover and reduced pumping capacity from the Agogo Processing Facility (APF) to the Central Processing Facility (CPF). The field produced at a gross average rate of 10,640 bopd compared to 14,671 bopd in the first quarter of 2009.  
The APF export pumps have been running at reduced capacity during much of the period while repairs have been made to a number of pumps and their recycle control system. While these repairs have been conducted, a number of wells have been choked back and/or shut-in. The problems have now been rectified and production is no longer restricted. 

The Moran 14A ST1 well was recently completed and at the end of the quarter was cleaning up at 1,500 bopd from the Digimu reservoir. 

The workover of the Moran 6 ST2 well was designed to remove a tubing fish that was obstructing access to the Toro reservoir. The workover operations were abandoned after numerous unsuccessful attempts to retrieve the lower completion assembly. The well is now being prepared for a sidetrack using Rig 104, which is currently on location.  It is anticipated that the well will be back on production during the third quarter. 

Further development drilling is being planned in the field and is anticipated to be conducted in early 2010.

Gobe (PDL 3 - 36.4% and PDL 4 - 10%, operator)

Oil Search’s share of production from the Gobe fields in the second quarter of 2009 was 0.12 million barrels, down 11% on first quarter levels. The gross average production rate for Gobe Main was 2% lower than the first quarter at 1,585 bopd. SE Gobe gross average rates declined by 11% to 4,400 bopd due mainly to a decline in the SEG 12 well performance.  

Gobe Main field production rates were only slightly lower due to the successful swing well management program.  

Production at SE Gobe was lower due to natural field decline.
SE Mananda (PDL 2 – 72.3%, operator)

Oil Search’s share of second quarter production from the SE Mananda field was 0.06 million barrels, 21% below first quarter production levels.  Gross average daily production rates from the field were 839 bopd, compared to 1,072 bopd in the first quarter.

SE Mananda production volumes were reduced during the quarter as a result of a scheduled separator cleanout and reduced production during the period due to problems with the Agogo Processing Facility transfer pumps.
Hides Gas to Electricity Project (PDL 1 - 100%)

2009 second quarter production of sales gas for the Hides Gas to Electricity Project was 1.45 billion cubic feet, produced at an average daily production rate of 15.9 million cubic feet per day.  This compares to 15.6 million cubic feet per day in the first quarter of 2008.  36,100 barrels of condensate was produced for use within the Hides facility and for local sales.

GAS COMMERCIALISATION
PNG LNG Project
Several major PNG LNG Project milestones were achieved in the second quarter. 

In June, the Project Participants reached alignment on commercial terms with three major LNG customers in the Asia region, for long-term sales of LNG totaling approximately 4.3 MTPA.  This is in addition to the agreement announced previously, that key commercial terms had been agreed with another major Asian buyer for 2.0 MTPA of production capacity, which is awaiting the buyer’s Government approval. These arrangements now take the total volumes of LNG offtake to the Project’s full 6.3 MTPA production capacity.  The marketing focus will now concentrate on completing the binding Sales and Purchase Agreements.  Substantial progress is now being made to conclude these agreements.
The Development Forum for establishing an Umbrella Benefits Sharing Agreement (UBSA) was successfully concluded in early June, after five weeks of negotiations.  Over 1,000 community appointed representatives participated in the forum, which concluded with the signing of an agreement outlining the broad terms for sharing royalties, project equity interests and other benefits amongst the PNG Government, Landowners, Provincial and Local Governments, pursuant to the Oil and Gas Act.  The UBSA sets the framework for a series of individual licence based agreements that will establish the final benefits distribution.  Licence area Benefit Sharing Agreement negotiations will commence during the third quarter.

With the successful completion of the UBSA and preliminary LNG sale negotiations, the PNG LNG Project Participants agreed to commence Early Works activities, including a range of infrastructure projects such as the upgrade and repair of roads, construction of camps, wharf upgrades, early site preparation, construction of training facilities and ordering of long lead items.  The decision to proceed with this accelerated investment of some US$600 million (approximately US$200 million net to Oil Search), prior to the formal sanction of the project later this year, is a major vote of confidence in the project.

Several key aspects of the Front End Engineering and Design (FEED) were completed or near completion by the end of the quarter. An Oil Search led engineering team completed the FEED for the new facilities to be constructed at Kutubu, Gobe, and Agogo, to process associated gas from the existing oil fields for delivery to the LNG project pipeline. Major components of the larger FEED effort, led by ExxonMobil, covering the LNG plant, gas and condensate pipelines, and upstream facilities in the Hides area were also well advanced. Invitations to tender for the Hides gas plant, and the onshore and offshore pipeline were issued.  Bids for all project components are expected to be submitted during the third quarter.

Financing activities have also made significant progress and remain on track.  Detailed negotiations of the financing Term Sheet with Export Credit Agencies (ECAs) were at an advanced stage at the end of the quarter, with all key terms agreed.  Initial due diligence reports from lenders consultants were also very positive.  The core structure of the financing is unchanged, including 70% project finance, 30% equity gearing levels.  The bank supported leg of the financing is due to be launched in July.
Other Gas Initiatives

The Company’s work continued towards identifying next phase gas growth options and working its portfolio of gas interests to underwrite early expansion of PNG LNG. Key initiatives under the Domestic Gas Memorandum of Understanding with the state are being progressed. 

EXPLORATION ACTIVITY
PNG

During the quarter, a 70 kilometre 2D seismic and field geology survey was acquired over 3 leads in PPL260, as part of the farmin announced in the last report. Processing of data is currently underway and interpretation will commence shortly. Well planning continued for drilling the Wasuma well in PPL219 (OSH 91.25%, Operator). Mobilisation of equipment and materials to Wasuma will commence in Q3 and drilling is scheduled for Q4 2009, after the wet season.

 

In the offshore license PPL234 (OSH 100%, Operator) a 2D seismic survey was carried out as part of the license commitment. 780 km of seismic data was acquired to mature two leads.

The equities in PPL219 and PPL260 are subject to change upon Government approval of the Nippon Oil (NOEX) farmin.
Yemen

Preparations for the first well of the 2009-2010 drilling campaign continued during the quarter. The well will be in Block 3 (OSH 60%, Operator). Construction of the surface location commenced in May and is now complete. The mobilization of the Joeco Rig 50106 started in mid-June and was around 70% complete at the end of the quarter. The well is expected to spud in late July. It will target the sub-salt section and in particular test the potential of fractured basement which is the producing interval in the nearby Habban oil field. 

Work on the target for the second well in the campaign, in Block 7, (OSH 34%, Operator) is being finalized and work on the construction of a site will commence in August. Drilling of these two wells will continue for much of the rest of 2009.

Iraq

During the quarter, the Shakal 1 exploration well continued to drill in the Shakal PSA. At the end of the quarter the well was preparing to drill ahead. The Kurdistan Regional Government has requested that all activities are kept confidential – in the event of any material developments Oil Search will provide further information to the market in line with ASX reporting requirements. Oil Search holds 15% equity in the licence.

Oil Search has withdrawn from the Bina Bawi permit.

Libya

The Caliph exploration well in Area 18, offshore Libya, spudded on 25 May. The well, named A1-18/01 under the Libyan naming convention is being drilled by the Songa Saturn drillship in 400m of water and is targeting 4 different levels down to a total depth of around 4,700m. Progress has been good, but at the end of the quarter the well was at a depth of 3,520m and preparing to sidetrack, due to a mechanical problem. The well is still expected to be complete in mid-August.

Tunisia

Work on the Tajerouine (Oil Search 100% equity and Operator) and Le Kef (Oil Search 25% equity) permits continues with the design of a seismic acquisition program and tendering for a seismic contractor. Due to availability of contractors and the short acquisition season, the work will now be done in 2010 with drilling in 2011 in both permits. Oil Search will be seeking to introduce another partner into Tajerouine during 2009.

DRILLING CALENDAR FOR 2009

Subject to Joint Venture approvals, the indicative 2009 exploration and development programme is as follows:

	Well
	Well type
	Licence
	OSH interest
	Timing

	PNG
	
	
	
	

	IDD 5
	Development
	PDL 2
	60.0%
	On prod’n

	Moran 14A
	Development
	Moran Unit
	49.5%
	On prod’n

	IDT 24
	Development
	PDL 2
	60.0%
	On prod’n

	UDT 12
	Development
	PDL 2
	60.0%
	Completed

	Moran 6ST3
	Development
	Moran Unit
	49.5%
	3Q 09

	ADD A(5)
	Development
	PDL 2
	60.0%
	3/4Q 09

	Wasuma
	Exploration
	PPL 219
	91.25%
	4Q 09/1Q 10


	Iraq 
	
	
	
	

	Shakal 1
	Exploration
	Shakal PSC
	15.0%
	Drilling ahead


	Libya
	
	
	
	

	Caliph-1
	Exploration
	Area 18
	30.0%
	Drilling ahead


	Yemen
	
	
	
	

	Tubb’a 1
	Exploration
	Block 3
	60.0%
	3Q 09

	Well 1
	Exploration
	Block 7
	34.0%
	4Q 09


Note: Wells and timing subject to change

For further information or questions regarding this report, please contact:

Stephen Gardiner




Group Secretary



:
+61 (0)2 8238 8147
or 
Austin Miller
EGM, Investment and Strategy 

:
+61 (0)2 8207 8491
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