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FY11: Stanley FEED largely complete 

Event 

 Horizon has released its FY11 result. Underlying NPAT of USD16.3m for FY11 
which was 8% below our forecast of USD17.8m. Difference relates to higher-
than-forecast NZ royalty expense. 

 Reported NPAT of USD34.9m included profit from sale of an interest in PRL 4 
to Talisman Energy (USD22m) net convertible bond revaluation (USD3.4m) 

Implication 

 Maari performance continues to languish. Sustained production of above 
20kbopd offers material upside in the current strong oil price environment 
(4Q11 production at 13.3kbopd). Development and reserves growth at the 
Manaia and M2A sands, plus Greater Maari Area exploration, offer near-term 
upside; HZN maturing prospect in Maari-Pike-Matariki trend for 2012 drilling. 

 Beibu Gulf oil development on track for late-2012. Early development 
activities are underway for the USD300m Beibu Gulf oil development; 
targeting first oil late-2012 at up to 20kbopd oil processing capacity. HZN 
recently acquired Petsec’s interest increasing its stake in the development to 
26.95%. Incremental development of WZ 12-8E and exploration offer further 
upside potential. Four exploration wells, testing 20-40mmbbl gross oil 
potential, were originally proposed to be drilled as part of the development 
program over 2012. 

 PNG liquids-stripping initial commercialisation route for gas fields. Initial plans 
to commercialise Horizon’s PNG gas-condensate field portfolio are focused 
on liquids-stripping at the Stanley field. FEED studies and export shipping 
routes are now largely complete. Evaluation of reservoir characteristics 
following drilling of Stanley-2 and Stanley-4 will assist in moving towards 
project sanction in 2H11 with first production targeted mid-2013. 

 PNG drilling over next six months. The rig is currently drilling the Siphon-1 
exploration prospect in the permit adjacent to PRL 4. Horizon assumes the 
prospect crosses the boundary into PRL 4. Elevala-2 and Ketu-2 (HZN 35%) 
appraisal wells will then further define the PRL 21 gas-condensate fields. 

 Forecast changes relate to reduced output from Maari, offset by additional 
production from the acquired interest in Beibu Gulf from FY13f. 

Table 1: Earnings and valuation revisions 

 FY12f FY13f FY14f 

 New Old Change % New Old Change % New Old Change %

NPAT ($m) 18 25 -26.8% 33 42 -19.6% 74 66 13.6%

EPS (c) 1.6 2.2 -26.9% 2.9 3.7 -19.6% 6.6 5.8 13.6%
 

Source:  CBA 

Investment view 

 We retain our Buy recommendation and price target of $0.50ps. We believe 
Horizon remains undervalued despite recently regaining control of the Elevala 
and Ketu gas-condensate fields in PNG. Horizon is focused on 
commercialisation of its development portfolio, with cashflows from 
operations to largely be re-invested in existing developments, rather than 
high-risk exploration and acquisitions. 

Buy  

Price target $0.50
 
Share price $0.25
52-week range $0.22 - $0.42
Forecast price return 100.0%
Forecast dividend return 0.0%
Forecast total return 100.0%
Market cap $283m

Forecasts and ratios 

Year end Jun 10 11 12f 13f 14f

NPAT $m 20 16 18 33 74

EPS c 1.7 1.4 1.6 2.9 6.6

EPS growth % 839.1 -17.6 10.3 86.0 123.0

P/E x 17.5 23.3 15.8 8.5 3.8

EV/EBITDA x 9.1 9.0 7.8 5.1 2.4

DPS c 0.0 0.0 0.0 0.0 0.0

Yield % 0.0 0.0 0.0 0.0 0.0

Price relatives ($) 

The S&P/ASX200 has been re-based to the stock’s starting 
share price. 
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Financials 

Source: Company data, CBA 

Profit & Loss (USDm) 2010 2011 2012f 2013f 2014f Market Information
Production (mmboe) 0.7 0.6 0.7 1.3 2.6 Recommendation Buy
Sales Revenue 48 59 77 134 244 Price Target (AUD) 0.50
EBITDAX 72 62 57 93 183 Last Price (AUD) 0.25
Exploration 0 0 5 5 5 Current AUD/USD 1.043
EBITDA 72 62 53 88 178 Issued Capital (m) 1,131
Depn & Amortisation 12 10 12 22 50 Market Capitalisation (AUDm) 283
EBIT 60 51 41 67 128 Year end June
Net Interest -3 -3 -5 -9 -13
Profit before tax 57 48 36 57 115 Pricing 2010 2011 2012f 2013f 2014f
Tax expense -4 -14 -18 -24 -41 Average shares (m) 1,128 1,131 1,131 1,131 1,131
NPAT 52 35 18 33 74 EPS Underlying (USc) 2 1 2 3 7
Exceptional Items (post-tax) 33 19 0 0 0 PE Ratio 13 17 16 9 4
NPAT Underlying 20 16 18 33 74 BVPS 0.1 0.1 0.2 0.2 0.2
EPS Underying 2 1 2 3 7 P/B 2.5 2.7 1.6 1.4 0.9

DPS (USc) 0 0 0 0 0
Balance Sheet (USDm) 2010 2011 2012f 2013f 2014f Dividend Yield 0.0% 0.0% 0.0% 0.0% 0.0%
Cash and equivalents 27 65 17 33 62
Receivables 4 2 12 20 37 Valuation AUDm AUDps Risk Reserves USD/boe
Inventories 3 2 5 9 17 Operations mmboe
Other current assets 0 0 0 0 0 Maari 246 0.22 100% 8 29.4
Current assets 34 69 34 63 115 Beibu Gulf 120 0.11 100% 6 15.7
Oil & Gas properties 88 146 249 312 332 Stanley Liquids 94 0.08 100% 3 24.3
Exploration assets 45 63 74 84 95 Elevala/Ketu Liquids 143 0.13 100% 9 13.8
Other non-current assets 5 15 15 15 15 Total Operations 603 0.53 26 23.2
Non-current assets 138 224 338 412 442 Other Assets 70 0.06
Total Assets 172 293 373 475 558 Net Cash/(Debt) -5 -0.00 
Payables 8 19 5 14 22 Corporate -78 -0.07 
Interesting bearing liabilities 21 6 6 6 6 Total Valuation 589 0.52
Other current liabilities 0 8 8 8 8
Current Liabilities 29 33 19 28 36
Interesting bearing liabilities 20 64 139 199 199 Production 2010 2011 2012f 2013f 2014f
Other non-current liabilities 9 44 44 44 44 Sales Gas (PJ) 0.0 0.0 0.0 0.0 0.0
Non-current Liabilities 29 108 183 243 243 Condensate (mmbbl) 0.0 0.0 0.0 0.0 0.6
Total Liabilities 57 141 202 271 279 LPG (kt) 0.0 0.0 0.0 0.0 0.0
Net Assets 114 153 171 204 278 Crude Oil (mmbbl) 0.7 0.6 0.7 1.3 2.1
Ordinary equity 114 153 171 204 278 Total (mmboe) 0.7 0.6 0.7 1.3 2.6
Minority Interests 0 0 0 0 0 Maari (mmboe) 0.7 0.6 0.7 0.6 0.6
Total shareholder funds 114 153 171 204 278 Beibu Gulf (mmboe) 0.0 0.0 0.0 0.7 1.5

Stanley (mmboe) 0.0 0.0 0.0 0.0 0.6
Cash Flow (USDm) 2010 2011 2012f 2013f 2014f Elevala/Ketu (mmboe) 0.0 0.0 0.0 0.0 0.0
Profit after tax from operations 52 35 18 33 74
Depreciation & amortisation 12 10 12 22 50
Net change in working capital -4 13 -26 -4 -16 Divisional EBIT (USDm) 2010 2011 2012f 2013f 2014f
Other -27 -16 4 5 5 Maari 19 33 53 48 44
Net operating cash flows 33 42 8 56 113 Beibu Gulf 0 0 0 30 63
Capital & Exploration -19 -77 -131 -100 -85 Stanley 0 0 0 0 35
Other 30 22 0 0 0 Elevala/Ketu 0 0 0 0 0
Investing cashflow 11 -55 -131 -100 -85 Other 9 0 -12 -12 -14
Dividends paid 0 0 0 0 0 Total EBIT (Underlying) 27 33 41 67 128
Equity raised 0 1 0 0 0
Net borrowings -29 50 75 60 0
Other 0 0 0 0 0 Assumptions 2010 2011 2012f 2013f 2014f
Financing cashflow -29 51 75 60 0 AUD/USD 0.88 0.99 1.02 0.98 0.94
Increase/(decrease) in cash 16 38 -47 16 28 WTI Oil (USD/bbl) 75.0 89.7 107.2 108.2 100.4

Financial Ratios 2010 2011 2012f 2013f 2014f Financial Ratios 2010 2011 2012f 2013f 2014f
Profitability ratios
EBITDA margin 82.2% 72.3% 69.2% 66.1% 73.0% Balance sheet ratios
EBIT margin 56.8% 54.9% 53.6% 49.9% 52.6% Net Debt 14 6 128 172 143
Return on assets 38.4% 22.0% 12.3% 15.7% 24.8% Gearing (ND/ND+E) (book) 11% 4% 43% 46% 34%
Return on equity 22.5% 12.2% 11.1% 17.8% 30.9% Gearing (ND/ND+E) (market) 5% 1% 32% 38% 36%
ROIC 32.5% 19.6% 9.0% 11.8% 20.4% Interest cover 23.2 22.3 11.0 9.4 13.7
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Current recommendation definitions 
CBA Institutional Equities Investment recommendations are determined by the covering analyst and reflect the analyst’s assessment of a stock’s expected total 
shareholder return (TSR). TSR is calculated as the difference between the analyst’s 12-month price target and the current share price plus the forecast dividend yield. 

Buy: Stocks with a Buy recommendation represent the most attractive stocks under the analyst’s coverage. They are forecast to generate significantly positive 
expected total shareholder returns. 

Hold: Stocks with a Hold recommendation are less attractive than stocks with a Buy recommendation. They are forecast to generate flat to slightly positive expected 
total shareholder returns. 

Sell: Stocks with a Sell recommendation are the least attractive stocks. They are forecast to generate flat or negative expected total shareholder returns. 

Note: CBA’s previous recommendations prior to 25 January 2010 were: 

Short term (over 6 months): Buy – appreciate by >10%, Accumulate – increase between 2% and 10%, Reduce – increase by less than 2% or fall by up to 5%,Sell – fall 
by >5%. 
Long term (24 months) Outperform (O / P) – exceed market return by >5%, Market Perform (M / P) – be in line with market return, +/-5%, Under Perform (U / P) – be 
less than market return by >5%. 
 

One year history of price target and recommendation changes 

Date Price Target ($) Recommendation 

5/05/2011 0.50 BUY 
 

Source:  CBA, IRESS 
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Please view our website at www.research.commbank.com.au. The Commonwealth Bank of Australia ABN 48 123 123 124 AFSL 234945 ("the Bank") and its 
subsidiaries, including Commonwealth Securities Limited ABN 60 067 254 399 AFSL 238814 ("CommSec"), Commonwealth Australia Securities LLC, CBA Europe Ltd 
and Global Markets Research, are domestic or foreign entities or business areas of the Commonwealth Bank Group of Companies (CBGOC). CBGOC and their 
directors, employees and representatives are referred to in this Appendix as “the Group”. This report is published solely for informational purposes and is not to be 
construed as a solicitation or an offer to buy any securities or financial instruments. This report has been prepared without taking account of the objectives, financial 
situation and capacity to bear loss, knowledge, experience or needs of any specific person who may receive this report. No member of the Group does, or is required 
to, assess the appropriateness or suitability of the report for recipients who therefore do not benefit from any regulatory protections in this regard. All recipients 
should, before acting on the information in this report, consider the appropriateness and suitability of the information, having regard to their own objectives, financial 
situation and needs, and, if necessary seek the appropriate professional, foreign exchange or financial advice regarding the content of this report. We believe that the 
information in this report is correct and any opinions, conclusions or recommendations are reasonably held or made, based on the information available at the time of 
its compilation, but no representation or warranty, either expressed or implied, is made or provided as to accuracy, reliability or completeness of any statement made 
in this report. Any opinions, conclusions or recommendations set forth in this report are subject to change without notice and may differ or be contrary to the opinions, 
conclusions or recommendations expressed elsewhere by the Group. We are under no obligation to, and do not, update or keep current the information contained in 
this report. The Group does not accept any liability for any loss or damage arising out of the use of all or any part of this report. Any valuations, projections and 
forecasts contained in this report are based on a number of assumptions and estimates and are subject to contingencies and uncertainties. Different assumptions and 
estimates could result in materially different results. The Group does not represent or warrant that any of these valuations, projections or forecasts, or any of the 
underlying assumptions or estimates, will be met. Past performance is not a reliable indicator of future performance. The Group has provided, provides, or seeks to 
provide, investment banking, capital markets and/or other services, including financial services, to the companies described in the report and their associates. This 
report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other 
jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject any entity within the Group to any 
registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to the 
Group. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior 
written permission of the appropriate entity within the Group. In the case of certain products, the Bank or one of its related bodies corporate is or may be the only 
market maker. The Group, its agents, associates and clients have or have had long or short positions in the securities or other financial instruments referred to herein, 
and may at any time make purchases and/or sales in such interests or securities as principal or agent, including selling to or buying from clients on a principal basis 
and may engage in transactions in a manner inconsistent with this report. 

US Investors: If you would like to speak to someone regarding the subject securities described in this report, please contact Commonwealth Australia Securities LLC 
(the “US Broker-Dealer”), a broker-dealer registered under the U.S. Securities Exchange Act of 1934 (the “Exchange Act”) and a member of the Financial Industry 
Regulatory Authority (“FINRA”) at 1 (212) 336-7737. This report was prepared, approved and published by Global Markets Research, a division of Commonwealth 
Bank of Australia ABN 48 123 123 124 AFSL 234945 ("the Bank") and distributed in the U.S. by the US Broker-Dealer. The Bank is not registered as a broker-dealer 
under the Exchange Act and is not a member of FINRA or any U.S. self-regulatory organization. Commonwealth Australia Securities LLC (“US Broker-Dealer”) is a 
wholly owned, but non-guaranteed, subsidiary of the Bank, organized under the laws of the State of Delaware, USA, with limited liability. The US Broker-Dealer is not 
authorized to engage in the underwriting of securities and does not make markets or otherwise engage in any trading in the securities of the subject companies 
described in our research reports. The US Broker-Dealer is the distributor of this research report in the United States under Rule 15a-6 of the Exchange Act and 
accepts responsibility for its content. Global Markets Research and the US Broker-Dealer are affiliates under common control. Computation of 1% beneficial 
ownership is based upon the methodology used to compute ownership under Section 13(d) of the Exchange Act. The securities discussed in this research report may 
not be eligible for sale in all States or countries, and such securities may not be suitable for all types of investors. Offers and sales of securities discussed in this 
research report, and the distribution of this report, may be made only in States and countries where such securities are exempt from registration or qualification or 
have been so registered or qualified for offer and sale, and in accordance with applicable broker-dealer and agent/salesman registration or licensing requirements. The 
preparer of this research report is employed by Global Markets Research and is not registered or qualified as a research analyst, representative, or associated person 
under the rules of FINRA, the New York Stock Exchange, Inc., any other U.S. self-regulatory organization, or the laws, rules or regulations of any State. 

European Investors: This report is published, approved and distributed in the UK by the Bank and by CBA Europe Ltd (“CBAE”). The Bank and CBAE are both 
registered in England (No. BR250 and 05687023 respectively) and authorised and regulated in the UK by the Financial Services Authority (“FSA”). This report does not 
purport to be a complete statement or summary. For the purpose of the FSA rules, this report and related services are not intended for retail customers and are not 
available to them. The products and services referred to in this report may put your capital at risk. Investments, persons, matters and services referred to in this report 
may not be regulated by the FSA. CBAE can clarify where FSA regulations apply.  

Singapore Investors: This report is distributed in Singapore by Commonwealth Bank of Australia, Singapore Branch (company number F03137W) and is made 
available only for persons who are Accredited Investors as defined in the Singapore Securities and Futures Act and the Financial Advisers Act. It has not been 
prepared for, and must not be distributed to or replicated in any form, to anyone who is not an Accredited Investor. 

Hong Kong Investors: This report was prepared, approved and published by the Bank, and distributed in Hong Kong by the Bank's Hong Kong Branch. The Hong 
Kong Branch is a registered institution with the Hong Kong Monetary Authority to carry out the Type 1 (Dealing in securities) and Type 4 (Advising on securities) 
regulated activities under the Securities and Futures Ordinance. Investors should understand the risks in investments and that prices do go up as well as down, and in 
some cases may even become worthless. Research report on collective investment schemes which have not been authorized by the Securities and Futures 
Commission is not directed to, or intended for distribution in Hong Kong.  

All investors: Analyst Certification and Disclaimer: Each research analyst, primarily responsible for the content of this research report, in whole or in part, certifies that 
with respect to each security or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about those 
securities or issuers; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by 
that research analyst in the report. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel, sales personnel and other 
constituencies for the purpose of gathering, synthesizing, and interpreting market information. Directors or employees of the Group may serve or may have served as 
officers or directors of the subject company of this report. The compensation of analysts who prepared this report is determined exclusively by research management 
and senior management (not including investment banking). No inducement has been or will be received by the Group from the subject of this report or its associates 
to undertake the research or make the recommendations. The research staff responsible for this report receive a salary and a bonus that is dependent on a number of 
factors including their performance and the overall financial performance of the Group, including its profits derived from investment banking, sales and trading 
revenue.  

Unless agreed separately, we do not charge any fees for any information provided in this presentation. You may be charged fees in relation to the financial products or 
other services the Bank provides, these are set out in the relevant Financial Services Guide (FSG) and relevant Product Disclosure Statements (PDS). Our employees 
receive a salary and do not receive any commissions or fees. However, they may be eligible for a bonus payment from us based on a number of factors relating to 
their overall performance during the year. These factors include the level of revenue they generate, meeting client service standards and reaching individual sales 
portfolio targets. Our employees may also receive benefits such as tickets to sporting and cultural events, corporate promotional merchandise and other similar 
benefits. If you have a complaint, the Bank’s dispute resolution process can be accessed on 132221. 

Unless otherwise noted, all data is sourced from Australian Bureau of Statistics material (www.abs.gov.au). 
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Head of Research 
Mark Storey  +612 9118 1198
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Ben Zucker (Banks) +612 9118 1185
Jeff Cai (Banks) +612 9118 1186
Cindy Dowling (Banks) +612 9118 7582
Ross Curran (Insurance) +612 9118 1181
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Michael Ward*  +612 9118 1139
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Bruce Du  +613 9675 6244
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Dominique d’Avrincourt* +613 9675 6933
Nathan Burley +613 9675 7029
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Andrew Hines +613 9675 7443
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Elise Aaternir (Commodities) +613 9675 6202 
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Luke Smith (Energy) +613 9675 7117
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Amy Toepfer +612 9118 1182
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Nick Maclean  +613 9675 7972
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Matt Crowe (Transport) +612 9118 1189
Andre Fromyhr (Transport) +612 9118 1188
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Sam Teeger (D&C) +612 9118 1184
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