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for important information.

Horizon Oil is due to release its quarterly activities report and H1 2011/12
report at the end of January and late February 2012, respectively. For H1,
we expect revenues of USD30m, EBITDA of USD20m and net profit of
USD4m, below consensus of USD35m, USD26m and USD9m, respectively.
For Q4 CY2011, we expect a ~4% quarterly increase in the daily net
production rate from Horizon’s Maari field in New Zealand, to 1,475 boepd.
Our production expectation for 2011/12 is 530,705 boe (net), driven solely
by this field. We believe that our deviation from consensus for 2011/12 is
due largely to our lower production forecasts. Nonetheless, common
stock remains attractively priced, with the market, in our view, attributing
little-to-no value to its PNG assets. We reiterate our BUY recommendation
and AUDO0.37 target price.

Year end Jun 2009 2010 2011 2012e 2013e 2014e
EPS UsD 0.00 0.05 0.03 0.01 0.02 0.06
EPS adj UsD 0.00 0.05 0.03 0.01 0.02 0.06
Dividend ps UsbD 0.00 0.00 0.00 0.00 0.00 0.00
P/E X nm 5.5 11.6 30.6 10.0 3.4
P/E adj X nm 55 11.6 30.6 10.0 34
Dividend yield % 0.0 0.0 0.0 0.0 0.0 0.0
P/Book X 2.70 2.54 2.66 1.52 1.32 0.95
EV/EBITDA adj X nm 7.7 9.6 6.9 3.7 14
EV/EBIT adj X nm 5.1 7.5 8.9 4.8 2.0
Revenue USDm 8 48 59 61 129 278
EBITDA usDm 3 40 43 40 90 194
EBIT UsDm 0 27 32 31 68 136
Revenue growth % nm 489.3 23.7 3.4 110.7 114.8
EBITDA growth % nm 1384.0 8.3 -6.7 1245 116.5
EPS growth % nm nm -33.5 -77.2 206.0 196.8
EBITDA margin % 32.7 82.3 72.1 65.1 69.3 69.9
ROCE adj % nm 38.6 24.5 10.0 18.8 31.3
ROE % nm 59.8 26.2 5.1 14.1 32.8

® Success at Elevala-2 in PRL 21. The Elevala-2 appraisal well intersected
18m of gas/condensate interval in the primary Elevala sandstone target with
no water indication; thicker and better developed than that in the Elevala-1
discovery. The well tested reasonably strong gas flow rates of 11.9
mmscf/day and 634 boepd (54 deg API) of condensate. This roughly equates
to 2,617 boepd on a gross basis. At ~53 barrels of condensates for every
million cubic feet of gas, this arguably makes PRL 21 one of the more
attractive wet gas permits in PNG’s Western Province.

® Drilling side-track to determine northern extent of hydrocarbon
accumulation. With Elevala-2, the original intent was to test the northern
extent of the hydrocarbon accumulation, ~60m down-dip of Elevala-1. The
gas zone was encountered higher than expected, approximately 20m down-
dip with no water leg, indicating that the field extends farther north than
originally anticipated. This prompted the drilling of a side-track to map the
northern extent.

® Stanley condensates stripping plant to take FID soon. We believe that
Horizon and partners could take an FID on the condensate stripping plant
(PRL 4) in the coming quarter. In its company presentation, Talisman focused
on liquid-rich projects in 2012, and we therefore believe it would support an
FID.

® Valuation and recommendation. We reiterate our BUY recommendation
and AUDO.37 target price. Common stock remains attractively priced with the

market attributing little-to-no value to its PNG assets.
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H1 2011/12 results preview

Horizon Oil is due to release its quarterly activities report and H1 2011/12 report at
the end of January 2012 and late February 2012, respectively. For H1, we expect
revenue of USD30m, EBITDA of USD20m and net profit of USD4m, below
consensus of USD35m, USD26m and USD9m, respectively. For Q4 CY2011, we
expect production from its Maari field in New Zealand to have seen a ~4% quarterly
increase in the daily net production rate to 1,475 boepd. Our production expectation
for FY 2011/12 is 530,705 boe (net), driven solely by this field. We believe that our
deviation from consensus for FY 2011/12 is due largely to our lower production
forecasts.

Figure 1: H1 2011/12 results preview

H1/11 H1/12E| H1/12E| DNB vs DNB estimates Consensus estimates DNB vs consensus

Reported Cons.™ Cons 2012E 2013E 2014E 2012E 2013E 2014E| 2012E| 2013E| 2014E
Revenue 25 30 35 -14% 61 129 278 70 127 238 -12% 2% 17%
EBITDA 14 20 26 -23% 40 90 194 51 87 172 -22% 3% 13%
EBITDA margin 56% 66% 73% -7% 65% 69% 70% 73% 69% 72% -8% 1% -3%
EBIT 5 15 19 -18% 31 68 137 37 65 128 -18% 5% 7%
EBIT margin 19% 50% 53% -3% 50% 53% 49% 53% 51% 54% -3% 2% -5%
EBT 4 11 17 -33% 23 49 115 33 56 120 -32% -13% -4%
Taxes & minorities -6 -7 -7 -1% -15 -25 -43 -15 -41 -44 1% -39% -3%
EAT -2 4 9 -57% 8 24 72 19 16 76 -57% 56% -5%
Net margin -6% 13% 27% -13% 20% 27% 37% 37% 18% 44% -17% 9% -7%
EPS reported -0.001 0.004 0.008 -57% 0.007 0.022 0.064 0.017 0.014 0.067 -57% 56% -5%
BVPS 0.101 0.138 0.147 -6% 0.142 0.164 0.228 0.151 0.180 0.250 -6% -9% -9%
Production, boepd 1,616 1,442 n.a. n.a. 1,498 3,111 7,826 n.a. n.a. n.a. n.a. n.a. n.a.
Realised oil price (USD) 82 114 n.a. 39% 112 113 110 n.a. n.a. n.a. n.a. n.a. n.a.

* Consensus mean from Bloomberg
Source: DNB Markets estimates, Company, Bloomberg

Drilling updates

Elevala-2 appraisal well — hitting pay dirt within primary objective

In late December 2011, Horizon confirmed a gas/condensate zone in the primary
Elevala sandstone target. The gas/condensate interval of 18m in Elevala sandstone
with no water indication was both thicker and better developed than that in the
Elevala-1 discovery. The secondary Toro sandstone objective turned out to be dry,
which is not unexpected.

Figure 2: PRL 4 and PRL 21
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The well tested reasonably strong gas flow rates of 11.9 mmscf/day and 634 boepd
(54 deg API) of condensate. This roughly equates to 2,617 boepd on a gross basis.
At ~53 barrels of condensates for every million cubic feet of gas, this arguably makes
PRL 21 one of the more attractive wet gas prospects within PNG’s Western Province.

At a location 2.1km west of Elevala-1, the original intent was to test the northern
extent of the hydrocarbon accumulation, ~60m down dip of Elevala-1. The fact that
gas zone was encountered higher than expected, approximately 20m down-dip with
no water leg, indicates that the field extends farther north than originally anticipated.
This prompted the drilling of a side-track targeting Elevala sandstone 600m north-
east of the current bottom hole. We view the side-track as a positive indication that
the gas reservoir is likely to be wider than expected, with the potential for resource
upgrade.

Ketu-2 appraisal/development well next

Once the side-track at Elevala-2 is completed, we expect the Ketu-2
appraisal/development well to be spudded next. This could take place as soon as
end-January, with preliminary drill results expected in mid/late February.

DNB Markets - 3
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IMPORTANT INFORMATION

Company: Horizon Oil Ltd
Coverage by Analyst: Lucas Huang
Date: 1/16/2012

This report has been prepared by DNB Markets, a division of DNB Bank ASA. DNB Bank ASA is a part of the DNB Group. This report is based on
information obtained from public sources that DNB Markets believes to be reliable but which DNB Markets has not independently verified, and DNB Markets
makes no guarantee, representation or warranty as to its accuracy or completeness. Any opinions expressed herein reflect DNB Markets’ judgement at the
time the report was prepared and are subject to change without notice. The report is planned updated minimum every quarter.

Recommendation structure and risk classification
DNB Markets recommendations are based on absolute performance:

Buy - indicates an expected return greater than 10% within 12 months
Hold - indicates an expected return between 0 and 10% within 12 months
Sell - indicates an expected negative return within 12 months

The return-requirement bands above may be applied with some degree of flexibility
depending on the liquidity and volatility characteristics of the individual share.

High risk - Volatility over 40 percent.
Medium risk - Volatility from 25 percent to 40 percent.
Low risk - Volatility under 25 percent.

Current 6 months volatility rates this security as HIGH risk.

Investing in any security is subject to substantial risk. Return on investment may vary greatly.

Price targets are based on a combination of several valuation methods such as discounted cash flow, pricing based on earnings multiples, multiple on book
value, net asset value and peer comparison. Substantial material sources for coverage of this company include historical financial figures and
communication with the company, and relevant third party information. Recommendations and historical target prices below may not compile all
recommendations by DNB Markets, for further information please contact DNB Markets.

Price, Rating, and Price Target History Horizon Oil Ltd (HZN AU) as of 16-1-12

30-11-11
B:0
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0.15
30-4-11 30-5-11 30-6-11 30-7-11 30-8-11 29-9-11 30-10-11 29-11-11 30-12-11 29-1-12

Source: Factset Estimates (Prices) / DNB (ratings and target price)

Conflict of interest

Share positions in the company: | Analystl Employees*l DNB**| Update
Number of shares | o] o] o] 1/5/2012

*Share positions does not include administration and section FX/Treasury.**Share positions as part of
DNB Group. Holdings as part of DNB Markets investment services activity are not included.

Recommendation distribution and corporate clients

Buy| Hold| Sell| No rec] Total
Number 119 41 14 3 177
% of total 67% 23% 8% 2%
DNB Markets client 17% 2% 1% 2% 37
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Legal statement

The analyst hereby certifies that (i) the views expressed in this report accurately reflect that research analyst’s personal views about the company and the
securities that are the subject of this report, and (ii) no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the
specific recommendations or views expressed by that research analyst in this report. DNB Markets employees, including research analysts, may receive
compensation that is generated by overall firm profitability. Confidentiality rules and internal rules restricting the exchange of information between different
parts of DNB Markets/DNB Bank ASA or the DNB Group may prevent employees of DNB Markets who are preparing this report from utilizing or being aware
of information available in the DNB Group which may be relevant to the recipients’ decisions. DNB Markets and the DNB Group have incorporated internal
rules and regulations in order to avoid any potential conflicts of interest. This report is for clients only, and not for publication, and has been prepared for
information purposes only by DNB Markets - a division of DNB Bank ASA registered in Norway number NO 984 851 006 (the Register of Business
Enterprises) under supervision of the Financial Supervisory Authority of Norway (Finanstilsynet), the Monetary Authority of Singapore, the Chilean
Superintendent of Banks, and on a limited basis by the Financial Services Authority of UK. It is issued subject to the General Business Terms for DNB
Markets and information about the terms is available at www.dnb.no. For requests regarding the General Business Terms of the Singapore branch of DNB
Bank ASA, please contact +65 6212 0753. Information about the DNB Group can be found at www.dnb.com. DNB Markets is a member of The Norwegian
Securities Dealers Association, which has issued recommendations and market standards for securities companies. The Association's Internet address
where the recommendations and market standards can be found is: www.nfmf.no. This report is not an offer to buy or sell any security or other financial
instrument or to participate in any investment strategy. No liability whatsoever is accepted for any direct or indirect (including consequential) loss or expense
arising from the use of this report. Distribution of research reports is in certain jurisdictions restricted by law. Persons in possession of this report should
seek further guidance regarding such restrictions before distributing this report. Please contact DNB Markets at +47 22 94 82 72 for further information and
inquiries regarding this report, such as ownership positions and publicly available/commonly known corporate advisory performed by DNB Markets etc, in
relation to the Norwegian Securities Trading Act 2007/06/29 no. 75 and the Norwegian Securities Trading Regulation 2007/06/29 no. 876.

Additional information for clients in Singapore

This report has been distributed by the Singapore branch of DNB Bank ASA. It is intended for general circulation and does not take into account the specific
investment objectives, financial situation or particular needs of any particular person. You should seek advice from a financial adviser regarding the suitability
of any product referred to in this report, taking into account your specific financial objectives, financial situation or particular needs before making a
commitment to purchase any such product. Recipients of this report should note that, by virtue of their status as “accredited investors” or “expert investors”,
the Singapore branch of DNB Bank ASA will be exempt from complying with certain compliance requirements under the Financial Advisers Act, Chapter 110
of Singapore (the “FAA”), the Financial Advisers Regulations and associated regulations there under. In particular, it will be exempt from: - Section 27 of the
FAA (which requires that there must be a reasonable basis for recommendations when making recommendations on investments). Please contact the
Singapore branch of DNB Bank ASA at +65 6212 0753 in respect of any matters arising from, or in connection with, this report. We, the DNB Group, our
associates, officers and/or employees may have interests in any products referred to in this report by acting in various roles including as distributor, holder of
principal positions, adviser or lender. We, the DNB Group, our associates, officers and/or employees may receive fees, brokerage or commissions for acting
in those capacities. In addition, we, the DNB Group, our associates, officers and/or employees may buy or sell products as principal or agent and may effect
transactions which are not consistent with the information set out in this report.

In the United States

Each research analyst named on the front page of this research report, or at the beginning of any subsection hereof, hereby certifies that (i) the views
expressed in this report accurately reflect that research analyst's personal views about the company and the securities that are the subject of this report; and
(i) no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by
that research analyst in this report. This report is being furnished upon request and is primarily intended for distribution to “Major U.S. Institutional Investors”
within the meaning of Rule 15a-6 of the U.S. Securities and Exchange Commission under the Securities Exchange Act of 1934. To the extent that this report
is being furnished, or will be disseminated, to non-Major U.S. Institutional Investors, such distribution is being made by DNB Markets, Inc., a separately
incorporated subsidiary of DNB that is a U.S. broker-dealer and a member of the Financial Industry Regulatory Authority and the Securities Investor
Protection Corporation. Any U.S. recipient of this report seeking to obtain additional information or to effect any transaction in any security discussed herein
or any related instrument or investment should call or write DNB Markets, Inc., 200 Park Avenue, New York, NY 10166-0396, telephone number 212-681-
3800 or fax 212-681-4130.

In Canada

This email, and any materials attached with it, has been distributed in reliance on the International Dealer Exemption pursuant to NI 31-103 subsection
8.18(2) and subsection 8.18(4)(b). Please be advised that:

1. DNB Bank ASA (DNB Markets) and DNB Markets, Inc. are not registered in Canada.

2. DNB Bank ASA (DNB Markets) and DNB Markets, Inc's jurisdiction of residence is Norway and the United States, respectively.

3. The name and address of the agent for service of process for DNB Bank ASA (DNB Markets) and DNB Markets, Inc. in the local jurisdiction is: Alberta:
Blake, Cassels & Graydon LLP, Attention: Pat Finnerty/Ross Bentley, 855 — 2nd Street S.W., Suite 3500, Bankers Hall East Tower, Calgary, AB T2P 4J8.
British Columbia: Blakes Vancouver Services, Inc., 595 Burrard Street, P.O. Box 49314, Suite 2600, Three Bentall Centre, Vancouver, BC V7X 1L3.
Labrador: Stewart McKelvey, Cabot Place, 100 New Gower Street, Suite 1100, P.O. Box 5038, St. John’s, NL A1C 5V3. Manitoba: Aikins, MacAulay &
Thorvaldson LLP, 30th Floor, Commodity Exchange Tower, 360 Main Street, Winnipeg, MB R3C 4G1. Newfoundland: Stewart McKelvey, Cabot Place, 100
New Gower Street, Suite 1100, P.O. Box 5038, St. John’s, NL A1C 5V3. New Brunswick: Stewart McKelvey, 10th Floor, Brunswick House, 44 Chipman Hill,
Saint John, NB E2L 4S6. Nova Scotia: Stewart McKelvey, Purdy’s Wharf Tower One, 1959 Upper Water Street, Suite 900, P.O. Box 997, Halifax, NS B3J
2X2. Ontario: Blakes Extra-Provincial Services Inc., Suite 2800, 199 Bay Street, Toronto, Ontario M5L 1A9. Prince Edward Island: Stewart McKelvey, 65
Grafton Street, Box 2140, Charlottetown, PE C1A 8B9. Quebec: Services Blakes Quebec Inc., 600 de Maisonneuve Boulevard Ouest, Suite 2200, Tour
KPMG, Montreal, QC H3A 3J2. Saskatchewan: MacPherson, Leslie & Tyerman LLP, 1500 Continental Bank Building, 1874 Scarth Street, Regina, SK S4P
4E9. Northwest Territories: Gerald Stang, Suite 201, 5120-49 Street, Yellowknife, NT X1A 1P8. Yukon: Grant Macdonald, Macdonald & Company, Suite
200, Financial Plaza, 204 Lambert Street, Whitehorse, YK Y1A 3T2. Nunavut: Terry Gray, P.O. Box 1779, Building 1088C, Igaluit, NU XOAQHO.

4. There may be difficulty enforcing legal rights against DNB Bank ASA (DNB Markets) and DNB Markets, Inc. because each is a resident outside of
Canada and all or substantially all of their assets may be situated outside of Canada.
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Reporting

H1 2012 24.02.2012
Management

CEO Brent Emmett
CFO Michael Sheridan
Address

Horizon QOil Ltd
134 William Street Lvl 7

Woolloomooloo, NSW 2011, Australia

H.p.: www.horizonoil.com.au
Tel +61 2 93 32 50 00

Share structure Shr(m)

Voting shares 1131 100%
Non-voting shares 0.0 0%
Tot. outstand. shares 1131 100%
Share change Shares UsD

Ownership 15/10/11

IMC Singapore 130 11%
Commonwealth Bank 70.3 6%
Ward Ferry Management 55.9 5%
Acorn Capital 17.5 2%
Microcap Investment 17.4 2%
Unisuper 15.8 1%
Brent Emmett 14.8 1%
Officium Capital 9.9 1%
Other 799  71%
Total 1,131 100%
Est. free float 1,001 89%

VALUATION 2009 2010 2011 2012e 2013e 2014e
EPS uUsD 0.00 0.05 0.03 0.01 0.02 0.06
EPS adj usb 0.00 0.05 0.03 0.01 0.02 0.06
Dividend ps usbD 0.00 0.00 0.00 0.00 0.00 0.00
Book per share UsSD 0.05 0.10 0.13 0.14 0.16 0.23
Year end shares Millions 1,126 1,127 1,131 1,131 1,131 1,131
Price AUD 0.14 0.25 0.35 0.21 0.21 0.21
P/E X nm 55 11.6 30.6 10.0 3.4
P/E adj X nm 55 11.6 30.6 10.0 34
Dividend yield % 0.0 0.0 0.0 0.0 0.0 0.0
P/Book X 2.7 2.5 2.7 1.5 1.3 0.9
EV/DACF X 41.4 8.4 9.4 26.3 55 2.2
EV/EBITDA adj X nm 7.7 9.6 6.9 3.7 1.4
EV/EBIT adj X nm 5.1 7.5 8.9 4.8 2.0
EV/Cap employed X 1.7 2.0 1.8 0.9 0.9 0.6
MARGINS, GROWTH & GEARING

EBIT margin % nm 56.9 54.2 49.8 52.8 49.1
Pre-tax margin % nm 118.1 81.7 36.8 37.9 41.5
Revenue growth % nm 489.3 23.7 3.4 110.7 114.8
EBIT growth % nm nm 17.8 -5.0 123.5 99.6
EPS growth % nm nm -33.5 -77.2 206.0 196.8
ROE % nm 59.8 26.2 5.1 14.1 32.8
ROCE adj % nm 38.6 24.5 10.0 18.8 31.3
Equity/total assets % 43.2 66.6 52.0 43.3 40.6 45.5
Net debt/equity % 97.4 12.2 3.7 70.2 90.6 45.0
PROFIT & LOSS USDm 2009 2010 2011 2012e 2013e 2014e
Revenues 8 48 59 61 129 278
Other income/gain on sales 0 0 0 0 0 0
Operating costs 5 6 7 10 19 38
EBITDA 3 40 43 40 90 194
EBIT 0 27 32 31 68 136
Net interest -3 -3 -6 -8 -20 -22
Pre-tax profit -3 57 48 23 49 115
Tax 1 -4 -14 -15 -25 -43
Net profit -2 52 35 8 24 72
CASH FLOW USDm

Cash earnings 3 33 42 43 93 197
Working capital 0 0 0 -38 -38 -55
Investments -42 11 -55 -111 -124 -97
Debt 6 -29 50 79 45 6
Equity/dividends 0 1 0 0 0 0
Change in cash & liquids -10 17 38 -27 -25 52
BALANCE SHEET UsSDm

Operating assets 129 138 224 324 424 460
Other current assets 1 7 5 10 19 41
Cash & cash equivalents 10 27 65 37 13 64
Total assets 140 172 293 371 456 566
Equity & minority interest 61 114 153 161 185 257
Interest bearing debt 69 40 70 150 180 180
Non interest bearing debt 11 17 71 60 91 128
Total liabilities & equity 140 172 293 371 456 566
Net interest bearing debt 59 14 6 113 168 116
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