








Business review

Group overview

Highly successful Jubilee appraisal programme

Three exploratory appraisal wells, Mahogany-2, Hyedua-2
and Mahogany-3, were drilled on the Jubilee structure
during the year. Each of the wells were approximately 5 km
away from the original discovery well and each intersected
considerable hydrocarbon columns in the Upper and

Lower Mahogany sands which are both in lateral pressure
communication. The Mahogany-3 well also discovered oil in
a third and potentially extensive underlying sand, Mahogany
Deep, which is being considered for appraisal drilling in
2009. These results led to a significant upgrade in the gross
resource base for the field with the most-likely P50 case
being upgraded to 1.2 billion barrels with an upside potential
case of 1.8 billion barrels. It is anticipated that the initial
development area has gross reserves of 490 million barrels
resulting in Tullow booking its net share of 170 million
barrels at year-end. Further extension of the eastern part
of the Jubilee field may be targeted through an additional
Mahogany exploratory appraisal well before the end of 2009.

Flow tests performed on both Mahogany-2 and Hyedua-2
confirmed that Jubilee is a highly productive and well
connected reservoir and that once the wells have been
configured for long-term production, they should be
capable of producing at rates in excess of 20,000 barrels
of 37° APl crude oil per day.

Jubilee Phase 1 on schedule for first oil

Significant progress has been made on the Phase 1
development of the Jubilee field and the project is on
schedule to deliver first oil in the second half of 2010.
The field has been unitised across the Deepwater Tano
and West Cape Three Points blocks with Tullow named
as Unit Operator. In addition, a joint venture project team
has been established with Kosmos Energy appointed as
the Technical Operator. The Phase 1 Plan of Development
has been submitted to the Ghanaian Government along
with the related Unit Agreement and both are expected
to be approved in the near future following final resolution
of the gas development plan.
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Blackford Dolphin rig drilling Hyedua-2 appraisal well offshore Ghana.

The Phase 1 development plan involves drilling a total of 17
wells, for oil production, water injection and gas injection,
which will be tied back to a Floating Production Storage
and Offtake vessel (FPS0O) with a production capacity of
120,000 bopd. Sufficient rig capacity has been contracted
for the development and the first dedicated development
well is under way. Contractors have been selected for all
major components of the project facilities and construction
work has commenced. To support all offshore activities, an
operational organisation and associated infrastructure have
been established in the city of Accra and the port of Takoradi.
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Eirik Raude semi-submersible rig, offshore Ghana.

Excellent execution

Delivering projects of unique scale and reward

Tullow has built a strong track record of achieving excellent
execution across the business and this positions us very
strongly to deliver projects of unique scale and reward.

Tullow’s operating capability and its ability to work

with partners in non-operated assets is demonstrated
in the development of the Group’s key producing assets
in Europe, Africa and South Asia.
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Working safely and minimising our impact on the environment
is underpinned by strong EHS systems, a good performance
record including an excellent 2008 H&S outcome and a
Group-wide commitment to continuous improvement.

Sophisticated contracts and procurement capability ensures
Tullow has the ability to secure rigs, key equipment and
resources on time and to budget.

Our aptitude to step up to a challenge, requiring new skills
and competencies, is reflected in the accelerated appraisal
and development of a major deepwater asset.




Environment

Tullow Oil Environmental Standards
defines the Group's position on key
environmental issues including
biodiversity, climate change,
resource management, stakeholder
engagement, and monitoring and
evaluation. Together these form

the Group’s environmental footprint.

Procurement

The Jubilee development is a complex
project being executed at a record
pace. In the last year, in a tight
market, Tullow has successfully
contracted sufficient rig capacity,

an FPSO, all the required subsea
equipment and installation capability
to deliver first oil in 2010.
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Safety

Tullow had three Lost Time Incidents
in 2008, resulting in a Lost Time
Incident Frequency Rate of 0.49 per
million hours worked. This is a record
low for Tullow and places the Group's
performance in the top quartile for
the industry.
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The partnership has also agreed, in principle, a gas
development plan with the government which will include
the capability for gas re-injection and a gas export pipeline

to the coast where a gas processing plant will be constructed.

Jubilee will be a foundation supplier to this gas infrastructure
and commercial agreements will be negotiated in 2009.

In light of continued exploration and appraisal success, the
joint venture will commence work to evaluate the potential
for further phases of development for the Jubilee field
during 2009.

Uganda

In 2008, Tullow embarked on an aggressive drilling and
seismic campaign in Uganda with the aim of locating
sufficient resources in order to exceed the commercial
threshold required to develop the Lake Albert Rift Basin for
both the regional market and through an export pipeline to
the Indian Ocean. The programme proved to be extremely
successful with all of the 10 wells drilled encountering
hydrocarbons and proving up a resources base for the basin
of around 600 million barrels, which is significantly greater
than the volume considered necessary for development.

In addition, considerable upside still exists, both onshore

Elly Karuhanga, President and Director of Tullow Uganda and Tim O'Hanlon, Vice President
African Business at the Tullow Africa strategy day hosted in London in November 2008
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and offshore, in Lake Albert and Tullow are confident that
the basin has potential of well in excess of one billion
barrels. An integrated team has now been set up to plan for
the development of the resources discovered to date. The
potential for early production phases will be considered.

Exceptional exploration success

Exploration drilling activities during the year have
predominantly focused on the Butiaba region of Blocks 1
and 2 where eight discoveries were made. Approximately
400 million barrels have been discovered in this region
including the 300 million barrel Buffalo-Giraffe discovery
which lies in the southern part of Block 1. The majority

of the Butiaba discoveries have been in the prolific Victoria
Nile Delta play which is characterised by high net to

gross reservoirs that can be clearly identified on seismic.
A number of additional high-impact structures have been
imaged and further drilling activity, with the light OGEC rig,
will continue in the area during 2009 commencing with the
Vundu and Nsoga prospects. In March 2009, an integrated
testing programme began on the Kasamene and Kigogole
discoveries to assess reservoir deliverability of the Butiaba
wells, the first well-testing in the northern part of Block 2.
Initial test results from Kasamene-1, where an 18 metre

Nabors 221 rig on location at the Kingfisher-3A well in Block 3A, onshore Uganda
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interval was perforated, have yielded very encouraging
results. A maximum flow rate of 3,500 bopd was achieved
on a 48/64 inch choke at very low reservoir drawdown,
supportive of world-class reservoir quality and productivity.

Most recently, the OGEC rig drilled the Mputa-5 appraisal
well in the Kaiso-Tonya region. Drilling operations completed
in late February 2009, reaching a total depth of 1,231 metres.
Three separate oil-bearing zones were encountered with

a total net oil pay of over 12 metres. The well proved the
presence of hydrocarbons in the previously undrilled
southwestern flank of the field and provided the deepest oil
penetration in the field to date. The well results indicate that
the recently acquired 3D seismic dataset and new modelling
techniques can be used to more accurately identify and map
the Mputa field reservoirs and other similar reservoirs in the
Lake Albert Rift Basin.

In early 2008, an exploration campaign commenced on the
shores of Lake Albert, using the Nabors 221 rig, to drill the
deviated high-impact Ngassa-1 well, targeting a prospect
located under the lake. The primary objective was not
reached due to borehole instability and the well was
suspended after discovering gas in the shallower horizons.
The rig then moved to the Kingfisher discovery in Block 3A
where the Kingfisher-2 and Kingfisher-3 appraisal wells
were drilled and Kingfisher-2 was production tested. These
wells proved the lateral connectivity and high productivity of
the reservoir and demonstrated the structure to be shallower
and the oil-water contact to be deeper than expected.
These results have upgraded the gross resources for
Kingfisher to around 200 million barrels. The rig has now
moved back to Block 2 and will commence drilling the
Ngassa-2 well from a more optimal location in March.

Evaluating offshore drilling solution

To enable drilling of the significant offshore exploration
prospects in Lake Albert, Tullow has initiated a Front End
Engineering Design (FEED] study for an offshore drilling
solution. This study has been executed jointly with Tullow’s
partner, Heritage Oil, and is scheduled to be completed

in the second quarter of 2009 with offshore drilling now
anticipated in 2010.

Fast-track basin development

Following the exceptional exploration success, the pace

at which resources have been discovered has exceeded
expectations. As a consequence, Tullow and the Government
of Uganda are reconsidering the development strategy for
the Lake Albert Rift Basin.

An integrated team is now in place to define the optimum
development scenario for the whole basin and whilst

this work is still in the early conceptual stages, it is
anticipated that it will result in a phased development plan.

£386 million

Capital investment

63%

Increase on prior year
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Approximately 600 million barrels of oil have been discovered
in the Lake Albert Rift Basin to date.

The significant knowledge acquired from the recently
completed FEED study for the previously planned Early
Production System project, which concentrated only on the
development of the Mputa field, is now being incorporated
into the new plan. Early production from one or more fields
will remain an integral part of the development plan. The
initial phase will involve production from a small number
of wells to provide early production data and crude for the
local market. It is anticipated that this early production
phase would then be expanded to provide more significant
production volumes for the local and regional fuel oil and oil
products market. The final phase is expected to involve the
construction of a 1,300 km pipeline to the Indian Ocean to
allow export of the resource base volumes which significantly
exceed local and regional demand. It is planned to present
these plans to the Government of Uganda in 2009.

Congo (DRC)

On the Congo (DRC] side of Lake Albert, Tullow has interests
in a licence containing two blocks. The validity of the award
of this licence was disputed during 2008, however Tullow
continues to be confident in its title to this acreage.

Equatorial Guinea

Gross production from the Ceiba field and the Okume
Complex exceeded expectations in 2008, averaging
38,000 bopd and 70,500 bopd respectively.
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Eugenia Fefoame, GNPC Geologist seconded to Tullow Qil, inspecting oil samples offshore Ghana.

Right skills

Successfully building our team

Tullow is serious about growth and continues to put in place
the capital and human resources needed to deliver the next
phase. We are building the strongest team by developing
talent from within, complemented with carefully selected
new recruits — many of whom are industry champions,
looking for new opportunities to make a difference.

In developing people with the right skills and the right
attitude, our focus is on developing each employee
to their full potential, in each area of our business.
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Tullow’s world-class discoveries in Ghana have led to

the development of a Nationalisation Plan in conjunction
with the Ghanaian Government and the Ghana National
Petroleum Company (GNPC). Through recruitment, training
to international accredited standards, and by partnering
with Ghanaian Universities to further develop academic
qualifications, we will deliver on our commitment to have
90% local staff by 2018. We are already building in-country
capability with over 45 Ghanaians working for Tullow in
Accra, the capital of Ghana.



Deepwater capability
In the period since the first discovery
in Ghana in 2007, Tullow has
established a major deepwater
operating capability, critical to the
development of the Jubilee field

and to the Group’s longer-term
growth ambitions.

Retaining talent | Pride in Tullow

Tullow’s ability to attract and retain As part of an independent review of
talented people is a fundamental internal communications, 95% of staff
strength of the Group. We now employ said they were proud to work for Tullow
540 people worldwide and staff and 93% would recommend the Group
turnover in 2008 was just 2.3%. to their friends as a good employer.

The Group has a consistent record
of high staff retention, despite
significant growth in recent years.
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3D seismic survey offshore Angola

37,000 boepd

Forecast 2009 average working interest production
from the Group’s African assets.

An infill drilling campaign on the Ceiba field was completed

in April and flowline gas lift has been installed. On the Okume
Complex, development drilling on the shallow water Elon field
was completed in May while drilling on the deepwater Okume
and Oveng fields is expected to continue until 2010 in order to
maintain plateau production. Plans for further infill drilling on
the Ceiba field and accelerated Okume Complex development
drilling will be evaluated during the year based on oil prices
and service costs.

Gabon

In 2008, production from Tullow's Gabon assets averaged
12,760 bopd. Activity during the year focused on the
optimisation of the current producing asset base and

the development of the Ebouri, Tsiengui and Obangue fields.

Net production is expected to average over 12,000 bopd for
2009 with first production expected from a number of new
fields in 2009, offsetting natural decline.

On the exploration front, existing 3D data from the
Tullow-operated Azobe licence is currently being
reprocessed and an exploration well is planned for 2010.
The operated Akoum licence expired in April 2008 and
Tullow completed the sale of its 18.75% interest in the
Gryphon licence to Addax Petroleum in December 2008.
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David Roux, Business Unit Manager Central and West Africa

Cate d’lvoire

Gross production from the Espoir fields averaged 25,600
bopd in 2008. Development work on the West Espoir field
was completed in January, with eight production and
three injection wells now on line. Production is currently
restricted to 22,000 boepd by the liquids and gas handling
capacity on the FPSO. However, this figure is expected to
be restored to 25,000 boepd in the fourth quarter of 2009
following completion of a facilities upgrade.

In blocks CI-103 and CI-105, 3D seismic has delineated
several Jubilee-type leads and prospects. The geophysical
techniques which proved so successful in Ghana are
currently being used to further evaluate the data and

to select the best prospects for drilling in 2010.

Blocks CI-107 and CI-108 were relinquished in May 2008
following analysis of 3D data which had been acquired
over several leads. Results revealed that there was still
considerable risk associated with exploration in this
frontier area in western waters off Cote d’lvoire.

Congo (Brazzaville)

During 2008, as part of an active reservoir management
programme on the onshore M'Boundi field, 14 production
wells and 13 injection wells were drilled and water injection
capacity was increased to 46,000 bwpd. Gross production
is currently over 42,000 bopd and a field redevelopment
plan is being implemented with the aim of achieving over
50,000 bopd by the end of 2009. This programme includes
an upgrade of the water injection capacity to 200,000 bwpd
and improvements to the gas re-injection, surface
processing and power generation facilities.

Mauritania

At the beginning of 2008, gross production from the
Chinguetti field in Mauritania was under 12,000 bopd.

A programme of three well interventions and two new
infill wells was successfully completed during the year to
increase production rates and access undrained reserves.
By year end, the field was producing at rates in excess of
17,000 bopd. During 2009, production performance will
be carefully monitored and analysed to evaluate if there

is potential for a further drilling campaign in 2010.



