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28 August 2008

The Manager, Company Announcements
Australian Stock Exchange Limited
Exchange Centre

20 Bridge Street

Sydney NSW 2000

Dear Sir,
HORIZON OIL (HZN) LODGES JUNE 2008 PRELIMINARY FINAL REPORT

In accordance with Listing Rule 4.3A, Horizon Qil Limited lodges @ompany's report for the
year to 30 June 2008.

The financial results for the period are set out in thach#d results announcement and
preliminary final report.

Operational highlights
Maari Field, Offshore New Zealand (HZN interest 10%)

The overall project was 80% complete at 30 June 2008 withpfiostuction scheduled
for October 2008.

The FPSO was installed on the mooring buoy on 13 May 2008 with coiomirggs of
all systems underway.

The wellhead platform (WHP) was fully installed onsite on 21 May 2008.

Commencement of development drilling is imminent. Hresco 107ack up rig is
currently awaiting appropriate weather conditions before masfihigs current location
on the nearby Momoho-1 well to safely approach and jack-down alongsdddari
WHP.

Block 22/12, Offshore China (HZN interest 30%)

The main focus of activities this year was continued planmiaok on the proposed
Wei 6-12S and Wei 6-12 development.

The field reserves report was submitted to and approved by the China Nafishal©
Oil Corporation in December 2007.

Key components of the overall development plan including the metastaedy, soil
study in the vicinity of the planned platform location, mooring asialfor the storage
vessel and the environmental impact study, have been completedk arearing
completion.



Front end engineering work proceeded during the year with a fimastiment decision
scheduled for September 2008. The operator has indicated timifigsfanil from the
Wei 6-12 area development as being the second half of 2010.

The 2008 exploration wells, Wei 6-12-W-1 and 6-12-E-1 and 1A, were unstidces
with oil shows of non-commercial significance.

PRL4 and PRL5, Onshore Papua New Guinea

PRL 4 (Stanley) (HZN interest 100%)

Horizon Oil acquired the working interests of two of its joinhtugers in PRL 4
increasing Horizon QOil's participating interest in the retentiomiiesto 100%.

Contractual negotiations to supply gas from Stanley fielBN&G Sustainable Energy
Limited to enable it to supply power to the Ok Tedi mine and dtmeonsumers
proceeded during the period.

44 km of new seismic data was acquired and 161 km of existingicdista was
reprocessed in the period.

A production test of the Stanley-1 discovery well for the purpa$esvaluating gas
composition and deliverability was conducted. Flow test ratexdess of 30 million
cubic feet of gas per day exceeded expectations and analydie gressure data
indicates that the well is connected to a larger gas accumulation.

Planning is underway to drill the main gas supply well, 88l in the first half of
20009.

PRL 5 (Elevala and Ketu) (HZN interest 49.65%)

Horizon Oil acquired the working interests of two of its joinhtueers in PRL §
increasing Horizon QOil's participating interest in the retentiomitesto 49.65%.

Reprocessing of 232 km of existing seismic over the Elevalaayaiensate discovery
was carried out and mapping of the seismic data over the &lawdl Ketu structures
was completed.

Gulf of Thailand exploration acreage (64,000 Kin

Block G10/48 and G11/48, Thailand (HZN interest 25%)
Acquisition of block-wide 2D seismic surveys over Blocks G10/48 @hdl/48 using
the seismic vessel SMNBrofessor Polshkowas completed on 24 December 2007.
Totals of 3,145 km in G10/48 and 2,961 km in G11/48 were acquired.

Blocks G1/48, G3/48 and G6/48, Thailand (HZN interest 20%)

The farm-in by the Group to 20% of each of Blocks G1/48, G3/B @6/48 was
announced on 28 February 2008.

A 2,200 km seismic program was completed over the 3 blocks in the period.

! Subject to Ministerial approval



Exploration drilling program

The first phase 6 well exploration program (3 prospects in G10/48, shquis in

G11/48 and 1 prospect in G6/48) is scheduled to commence in November 2008 w

Ensco 5Jack-up rig.
Key points — Finance
Cash on hand at 30 June 2008 - US$19.6 million (2007 — US$19.8 million).

BOS International (Australia) Limited provided the Group with $25 million of
additional debt facilities composed of a US$5.75 million increasthénMaari project
finance facility (to US$45.75 million) and a revolving corporageility of US$19.25
million for general corporate purposes.

Key points — Capital raising

Placement
On 4 December 2007, Horizon Oil announced the placement of 44 millioranrdihares
to raise A$14.2 million after expenses.

Listed options

11,978,214 of the Horizon Oil Limited A$0.35 listed options which expired&Rebruary
2008 were exercised, representing 29% of the total options issued @anding net
subscription proceeds of A$4.1 million.

Yours faithfully,

Michael Sheridan
Chief Financial Officer / Company Secretary

For further information please contact:

Mr Michael Sheridan

Telephone: (+612) 9332 5000

Facsimile: (+612) 9332 5050

Email: exploration@horizonoil.com.au
Or visit www.horizonoil.com.au
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Horizon Oil Limited

Results for Announcement to the Market
For the Financial year ended 30 June 2008

Percentage Amount
Change
US$'000
Revenue from continuing operations Down 40.3% to 80
Loss from ordinary activities after tax Up 736.2% to (16,213)
attributable to members
Loss for the period attributable to members Up 736.2% to (16,213)
Dividends / distributions Amount per security | Franked amount per
security

Final dividend Nil Nil
Interim dividend Nil Nil

Brief explanation of Revenue, Loss from ordinary ac tivities after tax and Net Loss

Revenue

Revenue from operating activities has decreased by US$54,000 to US$80,000 due principally
to a reduction in production.

Other income of US$770,000 consists principally of interest.

Loss from ordinary activities after tax and Net Los S

The loss for the current year is significantly greater than that of prior year, primarily as a result
of US$11.9 million in costs associated with unsuccessful Block 22/12 exploration wells

expensed in accordance with the Group’s accounting policy.

General and administration costs increased by $679,000 (or 19.4%), from US$3.5 million to
US$4.2 million.




Horizon Oil Limited

Preliminary consolidated income statement
For the year ended 30 June 2008

Consolidated

Note 2008 2007
US$000 US$000
Restated

Revenue from continuing operations 2(a) 80 134
Cost of sales 2(c) (135) (217)
Gross loss (55) (83)
Other income 2(b) 770 884
General and administrative expenses 2(d) (4,185) (3,506)
Exploration and development expenses 2(e) (13,034) 435
Borrowing costs 2(f) (82) (8)
(Write down) / write back of loans receivable from subsidiaries
to recoverable amount - -
Other expenses 2(9) 381 342
(Loss) / profit before income tax expense (16,205) (1,936)
Income tax expense (8) (3)
(Loss) / profit for the financial year (16,213) (1,939)
Net (loss) / profit attributable to members of Hori ~ zon Oil
Limited (16,213) (1,939)

US Cents US Cents
Basic earnings per share 16 (2.11) (0.27)
Diluted earnings per share 16 (2.11) (0.27)

The above Income Statement should be read in conjunction with the accompanying notes.



Horizon Oil Limited

Preliminary consolidated balance sheet
As at 30 June 2008

Consolidated

Note 2008 2007
US$000 US$000
Restated
Current Assets
Cash and cash equivalents 19,562 19,835
Receivables 933 1,174
Derivative financial instruments - 63
Other 123 65
Total Current Assets 20,618 21,137
Non-Current Assets
Property, plant & equipment 282 12
Exploration expenditure 33,237 14,124
Development expenditure 40,529 20,046
Total Non-Current Assets 74,048 34,182
Total Assets 94,666 55,319
Current Liabilities
Payables 9,903 3,613
Derivative financial instruments 239 -
Borrowings 18,738 -
Total Current Liabilities 28,880 3,613
Non-Current Liabilities
Payables 564 226
Borrowings 20,229 9,240
Provisions 1,761 240
Total Non-Current Liabilities 22,554 9,706
Total Liabilities 51,434 13,319
Net Assets 43,232 42,000
Equity
Contributed equity 100,291 83,602
Reserves 2,189 1,433
Accumulated losses 12 (59,248) (43,035)
Total Parent Entity Interest and
Total Equity 43,232 42,000

The above Balance Sheet should be read in conjunction with the accompanying notes.



Horizon Oil Limited

Preliminary consolidated statement of cash flows
For the year ended 30 June 2008

Consolidated
Note 2008 2007
US$'000 US$000

Cash flows from operating activities

Receipts from customers 132 400
Payments to suppliers and employees (3,604) (3,047)
(3,472) (2,647)
Interest received 783 579
Borrowing costs paid (36) -
Net cash inflow / (outflow) from operating activities 7 (2,725) (2,068)
Cash flows from investing activities
Payments for exploration phase properties expenditure (23,111) (5,993)
Payments for development phase properties expenditure (20,677)  (13,064)
Payments for plant and equipment (296) -
Net cash inflow / (outflow) from investing activiti es (44,084) (19,057)
Cash flows from financing activities
Proceeds from share issues 17,854 20,916
Payment of share issue expenses (540) (957)
Proceeds from borrowings (net of borrowing costs) 29,115 9,240
Net cash inflow / (outflow) from financing activiti es 46,429 29,199
Net increase / (decrease) in cash held (380) 8,074
Cash at the beginning of the financial year 19,835 11,292
Effects of exchange rate changes on cash 107 469
Cash at the end of the financial year 19,562 19,835

The above Cash Flow Statements should be read in conjunction with the accompanying notes.



Horizon Oil Limited

Notes to the preliminary consolidated financial sta
For the year ended 30 June 2008

1. Basis of preparation

tements and other information

This preliminary final report has been prepared in accordance with ASX Listing Rule 4.3A and the

disclosure requirements of ASX Appendix 4E.

The accounting policies adopted in the

preparation of the preliminary final report are consistent with those adopted and disclosed in the

2008 annual financial report.

2. Profit / (Loss) from continuing activities
Consolidated
2008 2007
US$'000 US$'000
Revenue:
(a) From continuing operations
Crude oil sales 80 134
80 134
(b) Other income
Interest received from unrelated corporations 747 589
Other income from unrelated corporations 23 295
770 884
Expenses:
(c) Cost of sales
Direct production costs 135 217
135 217
(d) General and administrative expenses
Employee benefit expense 3,100 2,598
Corporate office expenses 898 814
Amortisation of oil gas field 8 10
Depreciation — plant & equipment 18 15
Rental expense relating to operating leases 161 69
4,185 3,506
(e) Exploration and development expenses
Exploration expenditure written off / expensed 13,034 339
Exploration expenditure written back - (774)
13,034 (435)
(f) Borrowing costs
Interest and finance charges 35 -
Provision for restoration of operating locations 8 8
Amortisation of establishment fees 39 -
82 8
(g) Other expenses
Net foreign exchange losses / (gains) (389) (342)
Loss on sale of asset 8 -
(381) (342)




Horizon Oil Limited

4, Commentary on results

Results
Refer to the commentary on page 2.

Key points — Finance
Cash on hand at 30 June 2008 - US$19.6 million (2007: US$19.8 million);

BOS International (Australia) Limited provided the Group with US$25 million of additional debt
facilities during the financial year. The Maari project finance facility was increased by US$5.75
million to US$45.75 and a revolving corporate facility of US$19.25 million was approved. The
funds available under the revolving corporate facility may be applied for general corporate
purposes of the Horizon Oil Limited Group. The relevant facility agreements were signed, and
financial close achieved, on 21 May 2008.

Key points — Capital raising

Placement

On 4 December 2007, Horizon Oil announced the placement of 44 million ordinary shares to
raise A$14.2 million after expenses. Of the total shares placed, the issue of 10.4 million shares
was subject to FIRB approval. FIRB approval was received and the shares subject to that
approval were duly issued on 22 January 2008.

Listed options

In respect of the Horizon Oil Limited listed options which expired on 28 February 2008,
11,978,214 options were exercised, representing 29% of the total options issued. The Company
received subscription proceeds of A$4.2 million on the exercise of the options.

Key points — Acquisitions

Papua New Guinea

During the year the Group increased in interests in PRLs 4 and 5, located in Papua New Guinea.
The Group now holds 100% of PRL 4 and 49.647% of PRL 5, with total purchase consideration
amounting to US$10.0 million. It is noted that the acquisitions remain subject to ministerial
approval in Papua New Guinea.

Thailand

On 28 February 2008, the Group announced that it had farmed into Blocks G1/48, G3/48 and
G6/48 offshore Thailand. Under the terms of the transaction, the Group agreed to pay 40% of
the seismic and drilling costs of the initial 3 year work program in order to obtain a 20%
participating interest in each of the 3 concessions.

Returns to shareholders
No distributions were made to shareholders during the financial period.

5. Fundamental errors
Nil
6. Extraordinary items
Nil




Horizon Oil Limited

7. Notes to cash flow statement

(@)

operating activities

Reconciliation of loss from ordinary activities after income

tax to net cash flow from

Consolidated

2008 2007
US$'000 US$'000

Net profit / (loss) attributable to members of Horizon Oil Limited (16,213) (1,939)
Exploration & development expenditure written off / expensed 11,929 (435)
Depreciation 18 15
Movement in employee entitlement liabilities 203 51
Non-cash employee benefits expense 1,058 1,282
Amortisation of development expenditure 10 10
Amortisation of borrowing costs 39 -
Provision for restoration of operating locations 8 8
Loss on fixed asset disposals 8 -
Net exchange differences (494) (342)
Change in operating assets and liabilities:

Decrease / (increase) in trade debtors - 93
Decrease / (increase) in other debtors and prepayments 264 (836)
Increase / (decrease) in trade creditors 23 727
Increase / (decrease) in other creditors 422 (702)
Net cash outflow from operating activities (2,725) (2,068)

(b)

Non-cash financing and investing activities

There were no non-cash financing or investing activities in the year (2007 — nil)

8. Segment note

The Group operates in the following geographical segments: New Zealand, China, Papua New
Guinea, USA and Thailand. Segment reporting information for these segments is set out below:

New China  Papua New USA Thailand Unallocated Consolidated
Zealand Guinea
Segment Revenue US$'000 US$'000 US$'000 US$'000  US$'000 US$'000 US$'000
2008
Sales to customers outside the
Group (crude oil and gas) - 80 - - 80
Other revenue from entities outside
the Group - 10 - 760 770
Total segment revenue - 90 - 760 850
New China  Papua New USA Thailand Unallocated Consolidated
Zealand Guinea
Segment Revenue US$'000 US$'000 US$'000 US$'000  US$'000 US$'000 US$'000
2007
Sales to customers outside the
Group (crude oil and gas) - 134 - - 134
Other revenue from entities outside
the Group - 49 - 835 884
Total segment revenue - 183 - 835 1,018




Horizon Oil Limited

New China  Papua New USA Thailand Unallocated Consolidated
Zealand Guinea
Segment Results US$'000 US$'000 US$'000 US$'000  US$'000 US$'000 US$'000
2008
Segment Results (360) (12,889) (365) (155) (293) - (14,062)
Interest income - - - - - 747 747
Net foreign currency (losses) / gains - - - - - 389 389
Other expenditure (including general
and administrative costs) - - - - - (3,279) (3,279)
Group (loss) / profit from ordinary
activities before income tax
expense (360) (12,889) (365) (155) (293) (2,143) (16,205)
Income tax (expense) / benefit - - - - - (8) (8)
Net profit / (loss) (360) (12,889) (365) (155) (293) (2,151) (16,213)
New China  Papua New USA Thailand Unallocated Consolidated
Zealand Guinea
Segment Results US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000
2007
Segment Results (34) (227) 595 (15) 77) - 242
Interest income - - - - - 589 589
Net foreign currency (losses) /
gains - - - - - 342 342
Other expenditure (including
general and administrative costs)
- - - - - (3,109) (3,109)
Group (loss) / profit from ordinary
activities before income tax expense
(34) (227) 595 (15) 77 (2,178) (1,936)
Income tax (expense) / benefit - - - - - (3) (3)
Net profit / (loss) (34) (227) 595 (15) (77) (2,181) (1,939)
New China  PapuaNew USA Thailand  Unallocated Consolidated
Zealand Guinea
Segment Other US$'000 US$'000 US$'000 US$'000 US$'000 US$'000 US$'000
2008
Segment Assets 49,537 16,530 12,242 901 6,033 9,423 94,666
Segment Liabilities 31,532 2,922 6,026 28 186 10,740 51,434
Other Segment Information:
Acquisition of property, plant and
equipment and other non-current
assets (excluding investments,
exploration and development /
production expenditure) ~ ~ ~ B ~ 206 206
Depreciation of Plant and Equipment - - - - - 18 18
Significant non-cash expenses
(other than depreciation) included
in segment results:
Exploration & development /
production written off and carrying
value of assets disposed - (11,929) - - - - (11,929)




Horizon Oil Limited

New China  PapuaNew  USA
Zealand Guinea

Segment Other US$000 US$'000 USS$'000 US$'000

Thailand Unallocated Consolidated

US$'000  US$'000

US$'000

2007

Segment Assets 30,750 13,554 189 978
Segment Liabilities 11,923 407 35 290

Other Segment Information:

Acquisition of property, plant and
equipment and other non-current
assets (excluding investments,
exploration and development /
production expenditure)

Depreciation of Plant and Equipment - - -
Significant non-cash expenses

(other than depreciation) included

in segment results:

Exploration & development /

production written off and carrying

value of assets disposed - 36 (679)

681
39

9,167
625

15

202

55,319
13,319

15

(435)

9. Discontinuing operations

Nil

10. Events occurring after reporting date
Nil

11. Additional dividend/distribution information

No dividends / distributions were declared or paid during or subsequent to the year ended 30

June 2008. There are no dividend / distribution reinvestment plans.

12. Retained Earnings / (accumulated losses)

Consolidated

2008 2007
US$'000 US$'000
Restated
Retained profits / (accumulated losses)
Retained profits / (accumulated losses) at beginning of financial year  (43,035) (41,096)
Net profit / (loss) attributable to members of Horizon Oil Limited (16,213) (1,939)
Retained profits / (accumulated losses) at end of financial year (59,248) (43,035)
13.  NTA backing
2008 2007

Net tangible asset backing per ordinary share
14. Controlled entities acquired or disposed of
The following controlled entities were acquired during the year:
Horizon Qil (Beibu) Limited
Horizon Oil (China Holdings) Limited
Horizon Oil (G1) Limited
Horizon Oil (G2) Limited
Horizon Oil (G3) Limited

No controlled entities were disposed of.

-10 -



Horizon Oil Limited

15. Associates and joint venture entities
Nil
16  Earnings per share

Consolidated
2008 2007
US Cents US Cents

Basic earnings per share (loss) (2.11) (0.27)
Diluted earnings per share (loss) (2.11) (0.27)

Note: Diluted earnings per share equates to basic earnings per share because a loss per share is

not considered dilutive for the purposes of calculating earnings per share pursuant to AASB 1027.

2008 2007
Number Number
Weighted average number of shares used as the denom  inator
Weighted average number of shares used as the denominator in
calculating basic earnings per share 769,937,277 706,410,593
Weighted average number of ordinary shares and potential ordinary
shares used as the denominator in calculating diluted earnings per
share 773,603,230 707,332,224
2008 2007

US$'000 US$'000

Reconciliation of earnings used in calculating earn ings per share
Basic earnings per share

Net loss attributable to members of Horizon Qil Limited (16,213) (1,939)

Diluted earnings per share

Net loss attributable to members of Horizon Qil Limited (16,213) (1,939)

-11 -



