Horizon Oil Limited
ABN 51 099 799 455

Half-year report — 31 December 2007

This interim report does not include all the notes of the typenalty included in an annual
financial report. Accordingly, this report is to be read in conjunatith the annual report for the
year ended 30 June 2007 and any public announcements made by Horizon @d diming the
interim reporting period in accordance with the continuous disclosuraraewunts of the
Corporations Act 2001



DIRECTORS’ REPORT

The directors of Horizon Qil Limited present their reporttio@ consolidated entity consisting
of Horizon Qil Limited and the entities it controlled at &l of, or during, the half-year ended
31 December 2007.

Directors

The following persons were directors of Horizon Oil Limithating the whole of the half-year
and up to the date of this report:

F Ainsworth

B D Emmett

J S Humphrey
R A Laws

P Nimmo

G de Nys

J Baker was appointed as an alternate director to G de N§sAagust 2007 and continues in
office at the date of this report.

Review and Results of Operations

During the course of the half-year ended 31 December 2007, the consadidttygd principal
activities continued to be directed towards petroleum exploration, developmoeotcaluction.

The entity reported a loss of US$2,071,000 for the current halffegmapared with a loss of
US$1,107,000 (as restated) in the 2006 half-year. The December 20@@dndbss includes
non cash expenses amounting to US$464,000 (2006: US$428,000) related to the stadwe of
options granted to Horizon employees in the period, and exploration/nemessigixpenses of
US$842,000 (2006: US$135,000).

A change in the functional currency of a Group subsidiary compairirygdile period resulted
in the restatement of prior period comparatives. The impatiteofestatement is disclosed in
note 1 of the financial statements.

Segmental information is included in note 2 of the financial statements.

On 4 December 2007, the Company placed 44,000,000 shares to raise A$14.7 ngi§aa.eJ
million) before expenses. The funds raised will supplement existinging capital to finance
the Company’s expanded 9 well offshore exploration and appraisalpragrChina (Block
22/12), Thailand (Blocks G10/48 and G11/48) and New Zealand (Manaia).

Progress on the Maari development project continues and at thé Jantuary 2008 was 64.7%
complete. First oil, based on the anticipated arrival oEtezo 104ack-up drilling unit in mid
June 2008, is estimated for mid August 2008.

Further progress was made during the quarter on planning faVéhes-12S and Wei 6-12

development. A reserves report was submitted to and approved GkitteeNational Offshore

Oil Corporation (CNOOC) in December. The joint venture hetaldished a project team in
China to execute the project. Front end engineering work waittged and a final investment
decision (FID) is targeted for mid 2008.

Auditors independence declaration

A copy of the auditors independence declaration as required undesns86C of the
Corporations Act 2001 is set on page 4.
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Rounding

The company is of a kind referred to in Class Order 98/0100 issuibe Byustralian Securities
and Investments Commission (ASIC), relating to the “roundingadfamounts in the directors’
report and financial report. Amounts in the directors’ repod financial report have been
rounded off to the nearest thousand dollars in accordance with that Class Order.

This report is made in accordance with a resolution of the directors

f/} < sﬁ% &XW ;m

F Ainsworth am B D Emmett
Chairman Chief Executive Officer
Sydney, 22 February 2008






HORIZON OIL LIMITED

CONSOLIDATED INCOME STATEMENT
For the half-year ended 31 December 2007

Half-year

2007 2006
Restated (a)

US$'000 US$'000

Revenue from sale of goods 55 94
Direct production costs (75) (90)
Gross profit / (loss) (20) 4
Other revenue / other income 467 289
General and administrative expense (1,808) (1,461)
Depreciation and amortisation expense 3) (15)

Exploration and development expense
Finance costs

(892)  (135)
(5) (4)

Loss on disposal of fixed assets (7

Foreign exchange gain / (loss) 208 218
Profit / (loss) before income tax expense (2,060) (1,104)
Income tax benefit / (expense) (11) 3)
Profit / (loss) for the half year (2,071) (1,107)
Net profit / (loss) attributable to members of Horizon Oil

Limited (2,071) (2,207)

Basic loss per share
Diluted loss per share

US Cents US Cents

(0.28) (0.15)
(0.28) (0.15)

(a) The comparatives have been restated as dedanilhote 1.

The accompanying notes form an integral part of these financial stateme



HORIZON OIL LIMITED

CONSOLIDATED BALANCE SHEET
As at 31 December 2007

Note 31 Decembe 30 June
2007 2007
Restated (a)
US$'00C US$'000
Current Assets
Cash and cash equivalents 3 22,57( 19,835
Trade and other receivables 137 37
Other 1,03¢ 1,202
Derivative financial instruments- interest rate sw 5 - 63
Total Current Assets 23,74( 21,137
Non-Current Assets
Plant & equipment 250 12
Exploration & development expenditure 4 55, 34,170
Total Non-Current Assets 55,87¢ 34,182
Total Assets 79,61« 55,319
Current Liabilities
Payables 11,50¢ 3,613
Derivative financial instruments- interest rate sw 5 182 -
Total Current Liabilities 11,68¢ 3,613
Non-Current Liabilities
Payables 299 226
Interest bearing liabilities 6 17,29¢ 9,240
Provisions 244 240
Total Non-Current Liabilities 17,837 9,706
Total Liabilities 29,52¢ 13,319
Net Assets 50,08¢ 42,000
Equity
Contributed equity 7 93,54 83,602
Reserves 1,652 1,433
Accumulated Losses (45,106 (43,035)
Total Equity 50,08¢ 42,000

(a) The comparatives have been restated as dedanilhote 1.

The accompanying notes form an integral part of these financial stateme



HORIZON OIL LIMITED

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the half-year ended 31 December 2007

Half-year
2007 2006
Restated (a)
US$000 US$000
Total equity at the beginning of the half-year 42,000 22,509
Exchange differences on translation of foreign operations - -
Cash flow hedges (245) a7
Net income recognised directly in equity (245) a7
Profit / (loss) for the half-year (2,071) (1,107)

Total recognised income and expense for the year

(2,316) (1,124)

Transactions with equity holders in their capacity as equity
holders:

Employee share options 464 428
Contributions of equity, net of transaction costs (note 7) 9,941 19,928
10,405 20,356
Total equity at the end of the half-year 50,089 41,741
Total recognised income and expense for the half-year is
attributable to:
Members of Horizon Oil Limited (2,316) (1,124)
Minority interest - -
(2,316) (1,124)

(a) The comparatives have been restated as dedanilhote 1.

The accompanying notes form an integral part of these financial stateme



HORIZON OIL LIMITED

CONSOLIDATED CASH FLOW STATEMENT
For the half-year ended 31 December 2007

Cash flows from operating activities
Receipts from customers
Payments to suppliers and employees

Half-year

2007 2006
US$000 US$'000

82 161
(1,534)(1,101)

(1,452) (940)

Interest received 464 176
Income tax paid (12) 3)
Net cash flows from operating activities (999) (767)
Cash flows from investing activities

Expenditure on exploration phase properties (4,686)(5,439)

Expenditure on development phase properties
Payments for plant and equipment

(8,776)6,447)
(248) -

Net cash flows from investing activities

(13,710) (11,886)

Cash flows from financing activities
Proceeds from issue of shares
Payment of share issue expenses
Proceeds from borrowings

10,265 19,356
(310) (945)
7,500 3,500

Net cash flows from financing activities

17,455 21,911

Net increase in cash and cash equivalents

2,746 9,258

Cash and cash equivalents at the beginning of the reporting period 19,833,292

Effects of exchange rate changes on cash and cash equivalents

(11)134

Cash and cash equivalents at the end of the reporting period

22,570 20,685

The accompanying notes form an integral part of these financial stateme



Note 1. Basis of preparation of half year report

This general purpose financial report for the interim half-yeporting period ended 31 December
2007 has been prepared in accordance with Accounting Standard AASIBt&é8dh Financial
Reportingand theCorporations Act 2001

This interim report has been prepared on a going concern bases.cafitying values of non-
current assets disclosed in these financial statementpredecated on the Group’s continued
pursuit of its strategy in respect of these assets. sfrhtegy involves use of forecast cashflow
from future operations and, if necessary, raising additionalatapitely to be a combination of
debt and equity. Should the full amount of the internally generastflow or potential
additional capital required to pursue the strategy not be raisedsroup may adopt a modified
strategy involving the rationalisation of any non-current asseWhile there is inherent
uncertainty, the directors consider that it is unlikely that carrying values of non-current assets
would exceed the realisable value of such assets in an ordEtymocess and so no adjustment
has been made to their carrying values.

This interim report does not include all the notes of the typenalty included in an annual
financial report. Accordingly, this report is to be read in conjonatiith the annual report for the
year ended 30 June 2007 and any public announcements made by Horizon @d diuning the
interim reporting period in accordance with the continuous disclosegeirements of the
Corporations Act 2001

The accounting policies adopted are consistent with those of @woys financial year and
corresponding interim reporting period with the exception of the following:

a) Foreign currency translation

® Functional and presentation currency

Items included in the financial statements of each of ttoaiss entities are measured using the
currency of the primary economic environment in which the entityat@e (‘the functional
currency’). The consolidated financial statements are pegsémtUnited States dollars, which is
Horizon Oil Limited’s functional and presentation currency.ittmr Oil has selected US dollars
as its presentation currency for the following reasons:

- a significant portion of Horizon’s activity is denominated in US dgliansi
- it is widely understood by Australian and international investors and asalyst

(i) Transactions and balances

Foreign currency transactions are translated into the functiomancy using the exchange rates
prevailing at the dates of the transactions. Foreign exchamye ayad losses resulting from the
settlement of such transactions and from the translation aepdagxchange rates of monetary
assets and liabilities denominated in foreign currencies are reedgnithe income statement.

(i) Group companies

The results and financial position of all the Group entiffeme of which has the currency of a
hyperinflationary economy) that have a functional currency diffefeom the presentation
currency are translated into the presentation currency as follows:

- assets and liabilities for each balance sheet presemte¢chaslated at the closing rate at the date
of that balance sheet;



- income and expenses for each income statement are trardlatextage exchange rates (unless
this is not a reasonable approximation of the cumulative effietite rates prevailing on the
transaction dates, in which case income and expenses are téihnslathe dates of the
transactions); and all resulting exchange differences aognmsed as a separate component of
equity.

On consolidation, exchange differences arising from the tréasslaf any net investment in
foreign entities, and of borrowings and other financial instniméesignated as hedges of such
investments, are taken to shareholders’ equity. When a foagpgnation is sold or any
borrowings forming part of the net investment are repaid, a giopate share of such exchange
differences are recognised in the income statement, as fpdré @ain or loss on sale where
applicable.

Goodwill and fair value adjustments arising on the acquisition fofeign entity are treated as
assets and liabilities of the foreign entities and translatdek aldsing rate.

Change in functional currency

During the period, management determined that the functional curoéreyGroup subsidiary
became the US dollar during 2005. From that date the US dollartsefex primary economic
environment in which the subsidiary operates.

The adoption of the US dollar as functional currency for thisu@rsubsidiary has been applied
from 30 September 2005, the approximate date on which the change occur@t@mtihgly,
comparative information has been restated for all periodsidad! in the half year financial
statements. The effect of this restatement is as follows:

Consolidated Consolidated
30 June 2007  Increase/ 30 June 200730 June 2006 Increase/ 30 June 2006
(Decrease) (as restated) (Decrease) (as restated)

US$000’'s US$000's  US$000’s  US$000’'s US$000’s US$000’s

Exploration and development

expenditure 36,332 (2,162) 34,170 18,297 407 18,704
Net assets 44,162 (2,162) 42,000 22,102 407 22,509
Foreign currency translation 2,138 (2,138) - (533) 533 -
reserve

Retained earnings (43,011) (24) (43,035) (41,096) (126) (41,222)
Total equity 44,162 (2,162) 42,000 22,102 407 22,509

The loss in the period ended 31 December 2006 decreased by $95,006satt afrforeign
exchange gains arising following the adoption of US dollars asidmattcurrency in the Group
entity.



Note 2. Segment information
Primary reporting — Geographical Segments

New China USA Thailand Papua Unallocated Consolidated
Zealand New
Guinea
US$'000 US$'000 US$'000 US$'000 US$H000  US$'000 US$'00(
Half-year 2007
Segment Revenue - - 55 - - - 55
Segment Results (27) (710) (28) (76) (20) (1,877) (2,728
Interest income 467
Foreign exchange gain (loss) 208
Loss on disposal of fixed assets (7)
Loss from ordinary activities
before related income tax
expense (2,060
Papua
New New
Zealand  China USA Thailand  Guinea Unallocated Consolidated
US$'000 US$'000 US$'000 US$'000 US$000  US$'000 US$'00
Half-year 2006
Segment Revenue - - 94 - - 86 180
Segment Results (25) (132) (16) (13) (16)  (1,323) (1,525
Interest income 203
Foreign exchange gain (loss) 218
Loss from ordinary activities
before related income tax (1,204
expense
Note 3. Cash and cash equivalents
31 December 30 June
2007 2007
US$'000 US$'000
Cash at bank and on deposit 14,040 11,305
Restricted cash* 8,530 8,530
22,570 19,835

*Under the terms of its finance facility (refer MoB), certain cash balances are not availablegdstioup until certain

conditions of the facility agreement are satisfied.



Note 4. Exploration and Development Expenditure

4

New Zealand China USA Papua New  Thailand Total

Guinea
US$'000 US$'000 US$'000 US$'000 US$'000 US$'00¢
Balance 1 July 2007 19,210 13,301 836 165 658  34,17(
Expenditure 10,553 8,249 - 733 1,922 21,457
Amortisation of restoration provision - - 3) - - 3)
Balance 31 December 2007 29,763 21,550 833 898 2,580 55,624

New Zealand and USA assets related to developmgenditure.

Note 5. Derivative financial instruments

As at 31 December 2007, the China, Thailand apdi®@&lew Guinea assets related to exploration expeadind the

31 December 30 June

2007 2007

US$'000 US$'000

Interest rate swap (182) 63
(182) 63

a) Interest rate swap contracts (cash flow hedges)

The group has entered into interest rate swap contracts undéritisiobliged to receive interest
at variable rates and to pay interest at fixed rates. At&Ember 2007, the notional principal

amounts and periods of expiry of the interest rate swap contractsfallews:

31 December 30 June
2007 2007
US$'000 US$'000
Less than one year 9,460 16,800
1-2years 5,280 7,190
2 — 3 years - 5,280
14,740 29,270

Note 6. Interest bearing liabilities
31 December 30 June
2007 2007
US$'000 US$'000
Bank loans — finance facility 18,150 10,650
Less: prepaid borrowing costs (856) (1,410)
17,294 9,240




Note 6. Interest bearing liabilities (continued)
a) Bank loans — finance facility

The bank loan is a USD denominated finance facility providing fgndmto an agreed maximum
of US$40 million. Interest is at LIBOR plus an agreed margin. The fagibityires in June 2014.

The facility is secured by a floating charge over the shares and as$etdofrower and affiliated
entities. The Group is subject to covenants which are common for a fatilitig nature.

Note 7. Contributed equity

31 December 30 June
2007 2007
a)  Share capital US$'000 US$'000
Ordinary shares
Fully paid 93,262 82,879
Partly paid 281 723
93,543 83,602
b) Movements in share capital
i) Ordinary shares (fully paid):

Date Details Number  Issue price US$'000
01/07/2007 Opening Balance 735,647,478 82,879
02/07/2007 Exercise of listed options 1,251 A$0.35 -
09/07/2007 Exercise of listed options 438 A$0.35 -
16/07/2007 Exercise of listed options 2,907 A$0.35 1
18/07/2007 Exercise of listed options 3,050 A%$0.35 1
19/07/2007 Exercise of listed options 625 A$0.35 -
25/07/2007 Exercise of unlisted options* 500,000 A%$0.20 89
15/08/2007 Exercise of listed options 5,725 A$0.35 2
03/10/2007 Transfer from partly paid shares 1,000,000 A$0.198 176
15/10/2007 Transfer from partly paid shares 1,000,000 A$0.198 179
30/10/2007 Exercise of listed options 1,803 A%$0.35 1
20/11/2007 Exercise of listed options 6,954 A$0.35 2
04/12/2007 Placemenr) 33,600,000 A$0.335 9,84(

Less: Placement fees (310
12/12/2007 Exercise of unlisted options* 850,000 A$0.20 149
17/12/2007 Transfer from partly paid shares 500,000 A$0.198 87|
17/12/2007 Exercise of unlisted options* 400,000 A%$0.15 52
27/12/2007 Exercise of unlisted options* 650,000 A$0.20 114
31/12/2007 Closing balance 774,170,231 93,262

* Information relating to unlisted options set outhie 2007 Annual Report.



Note 7. Contributed equity (continued)

(@) On 4 December 2007 the Company announced the placement of 44,000,080 S¥fatee
total shares placed, the issue of 10,400,000 was subject to FIRBvapprSince FIRB
approval was received subsequent to period end the shares sabijeat approval are not
included above at 31 December 2007.

ii) Ordinary shares (partly paid to A$0.01):

Date Details Number Issue price uS$'000a
01/07/20070pening Balance 5,000,000 723
03/10/2007Transfer to fully paid shares (1,000,000) A$0.198 (176
15/10/2007Transfer to fully paid shares (1,000,000) A$0.198 179
17/12/2007Transfer to fully paid shares (500,000) A$0.198 (87)
31/12/2007Closing balance 2,500,000 281

b) Movements in share capital (continued)

iiiy Listed options:

Date Details Number Issue price uS$'00a
01/07/20070pening Balance 41,118,819 - -
02/07/2007Exercise of listed options (1,251) A$0.35 -
09/07/2007Exercise of listed options (438) A$0.35 -
16/07/2007Exercise of listed options (2,907) A$0.35 -
18/07/2007Exercise of listed options (3,050) A$0.35 -
19/07/2007Exercise of listed options (625) A$0.35 -
15/08/2007Exercise of listed options (5,725) A$0.35 -
30/10/2007Exercise of listed options (1,803) A$0.35 -
20/11/2007Exercise of listed options (6,954) A$0.35 -
31/12/2007Closing balance 41,096,066 -

On 17 October 2006, the Company announced a 1 for 8 non-renounceable, underghitten ri
issue. For every two new shares issued under the rights tissuelevant holder was granted the
right, exercisable until 28 February 2008, to acquire a new share at an exéceisd AG0.35.

Note 8. Acquisition of subsidiaries

None.



Note. 9. Contingent Assets and Liabilities
No contingent liabilities arose during the current half-year.

As part of the partial sale of the Bayou Choctaw intergstlune 2004, the group may be entitled
to additional cash consideration based on production targets. Thegemttasset has not been
recognised as a receivable at 31 December 2007 as the amounensledgpon the future
performance of the operations and cannot be reliably measured atabe. The maximum
amount which may be received is US$900,000.

Note. 10. Exploration and development expenditure commitments

Estimated exploration and development expenditure commitments arisied ba current status
and knowledge of estimated quantum and are as follows:

New Zealand China Thailand Total

US$000’s US$'000 US$'000 US$'000

Within one year 30,799 7,687 5,160 43,644
Over one year 2,928 - - 2,928
Total 33,727 7,687 5,160 46,574

Note. 11. Events occurring after the balance sheet date

Exploration expenditure

On 2 January 2008, the Group announced the commencement of a multi welhtsopland

appraisal drilling programme in Block 22/12 Beibu Gulf, Offshorfein@. The programme
commenced with the drilling of the Wei 6-12W-1 well on the Wei 6-1%t¥eospect. On 29
January 2008, the Group announced the results of the Wei 6-12W-1 weHlweére oil shows not
of commercial significance. The well has since been plugged and abandoned

Under the Group’s accounting policy of ‘successful effortsste@ssociated with unsuccessful
wells are expensed in the period in which they are incurredcordimgly the estimated total
amount to be expensed in relation to the unsuccessful Wei 6-12W-1 well5s615$800.

Placement

On 4 December 2007 the Group announced the placement of 44,000,000 ordinary Ghdnes.
total shares placed, 10,400,000 were subject to the receipt Bfdgproval. FIRB approval was
received subsequent to year end and the shares subject tppimtah were duly issued on 22
January 2008.



HORIZON OIL LIMITED
Directors’ Declaration
In the directors’ opinion:

(a) the attached financial statements and notes are irdaccerwith the Corporations Act 2001,
including:

(i) complying with Accounting Standards, the Corporations Regulations 20601other
mandatory professional reporting requirements, and

(i) giving a true and fair view of the consolidated entity’s finahgosition as at 31
December 2007 and of its performance, as represented by the results obiismpand
its cashflows, for the half-year ended on that date; and

(b) there are reasonable grounds to believe that Horizon Oil [dmitk be able to pay its debts
as and when they become due and payable.

This declaration is made in accordance with a resolution of thealgec

y W ..ATM

[

F Ainsworth am B D Emmett
Chairman Chief Executive Officer

Sydney, 22 February 2008









