PRELIMINARY HALF YEAR REPORT ANNOUNCEMENT

HEW ZEALAND OiL & GAS LIMITED

FOR THE HALF YEAR ENDED 31 DECEMBER 2005

Prelirminary half year repert on consofidated results (including results for the previous corresponding half year) in accordance with Listing Rule 10.4.2

This report has been prepared in accordance with generslly secepled accounting practice and gives & true ard fair view of the matters to which the report relates and

is based on unaodited financial statements and reviewed by the company's tuditors.
Mew Zealand Oil & Gas Umited has a formaly conslitited Audit Comemittes of the Board of Directors.

1 CONSOLIDATED STATEMENT OF FINANCIAL PERFORMANCE
1.1 OPERATING REVENUE

{z) Sales revenue
i) Cther revenus
{e) Tolal operating revenue
1.2 OPERATING SURPLUSH{DEFICIT) BEFORE UNUSUAL ITEMS AKD TAX
&) Plusiless) 1ax (i) - on operating profit
1.3 OPERATING SURPLUSH{DEFICIT) AFTER TAX
{@) Extraordinary lems after tax
{b) Unreafised net change in vatue of invesiment properiies
1.4 OPERATING SURPLUSH{DEFICIT) AFTER TAX

{&) Minority Irerests

1.5 NET SURPLUS/DEFICIT) AFTER TAX ATTRIBUTABLE TG MEMBERS OF LISTED IS5UER
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2. CETAILS OF SPECIFIC RECEIFTS/OUTLAYS REVENUES/EXPENSES FOR HALF YEAR

2.1 iINCLUDED IN CONSOLIDATED STATEMENT OF FINANCAL PERFORMANCE FOR HALF YEAR
{a) Interes] revenue included in lterm 1.1{b} above
{b) Unusual Hems for separate disclosure
{) Equity sarmings

i) Interest expenses included in ltem 1.2 above (inciude all farms of interest, lease, finance charges
ete )

{e) Leasing and renting expenses

{f} Depreciation

{g) Dimunition in the value of assets (other than depreciation)
Wrile off 7 (back} of former provision for impairment of investmant
Write off of capitalised exploration expenditure

{h) Amartisation of guodwil

{iy Arnortisation of other infengibles

{y Amortisation of other intangibles

th} Amortisation of ather intangibles

2.2 BUPPLEMENTARY ITEMS
{&) Interes costy excluded from 2.1{d) and capitalised

i) Gullys capitalised in intangibles

o) Unrecognised differances between carrying value and market value of publicly traded investments

Mote 2.1{b): Gain on reduction in interest in subsidiary

3 KISCONTINUED UNUSUAL & EXTRAORDINARY ITEMS OF THE GROUP

Betslis & Comments

Dhiscontinued Activities
Matesiat unusoa inciuded in 1.2
Extranrdinary tems {ref 13013

Total Extraordinary ltems

GROUP
2005 2004
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half year hal year
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& STATEMENT OF MOVEMENTS IN EQUITY
4.1 NET BURPLUSADEFICIT) ATTRIBUTABLE TG MEMBERS
{a) Net Swplus/{Deficit) attribulable to minority interest
4.2 OTHER HECOGNISED REVENUE AND EXPENSES
{a) Increasesi/{decreasas) in revaluation reserves
by Currency transkation differences
(o) Minarity inferes] in other recognised revenues and expenses
4.3 TOTAL RECOGMNSED REVENUE AND EXPENSES
4.4 OTHER MOVEMENTS
{e) Contributions by owners
by Distributions 1o owners
{c) Other - Shares issued by subsidiary b minority interesis {(PRCC)
4.8 EQUEITY AT BEGINNING OF THE HALF YEAR

4.8 EQUITY AT END OF THE HALF YEAH

5 EARNINGS PER SECURITY
Calewdation of basic and diuted EPS in accordance with 1A533: Eamings per securily

{z) Basic EPS

ib) Dilted EPS

BTATEMENT OF MOVEMENTS N EQUITY
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6 MATERIAL ACQUISITIONS OF SUBSIDIARIES
{&) Mame of subsidiary or group of subsidiary
ib) Percentage of ownership acouired

{e) Comribution to consciidated net surplusi(deficit)

i) Date from wheh such contribution has baen calouated

7 MATERIAL DESPOSALS OF SUBSICIARIES
{e) Mame of subsidiary or group of subsidiary
{b) Contribution of subsidiaries to consclidated net surplusdeficit)
{c) Date from wheh such contribalion has been caleulated
{d) Contribution to consolidated net surplusi{deficit) for the previous corresponding year
{e) Contribution to consolidated net surplusi{deficit) from sale of subsidiary
5. REPQRTS FOR INDUSTRY AKD GEOQOGRAPHICAL SEGMENTS

SEGMENTS

Operating reveme

Sales to cusiomers outside the group
interest and other revenue
Total revenue (consolidated total equal to 1.1 )

Segmerd resull — surplus 7 (deficl)
Unaliocated expenses

Clperating surplusideficit after tax (tem 1.%)
Segmeni assets
Unafiocated assets

Total assets (equal to 9.3)

Motes:
{iy The Company operates in one geographical segment — New Zealand

{ii} The Company operates in the petroleum and coal produclion ard exploration industry.

NiA,
NiA,
el phi Industry
MNZ Patroteum and coal
exploration and
production
2005 2005
Curramt hatf year Current half year
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9 CURRENT ASSETS
{a) Gash
b} Recenvables
e} Invesiments
{d) lnventories
{e) Gther

TOTAL CURRENT ASSETS

9.1 NON-CURRENT ASSETS
{a) Receivables
b fewvestmernis
{r} Inverntorias
{d) Property, plard and equipment
{e) Goodwill
i} Deferred 1axation asset
o) Other intangible assets
{h) Gther Non current assets
- Other {security bond)
- Petrodeum andg Coal interesis

9.2 TOTAL HON-CURRENT ASSETS
9.3 TOTAL ASSETS

9.4 CURRENTY LIAEILITIES
{a) Aceounis payable
b Income in advance
e} Becured loans
{d) Unsecured loans
{8 Provigions - durrent
{d) Other eurrent fiabilities

TOTAL CURRENT LIABILITIES

9.5 NON-CURRENT LIABILITIES
(&) Accounts payabile
b} Becured jvans
{o } Unsecured bans
{d) Provisions - non curend
{e) Deferred taxation lability
{F Other non current iabilities

9.6 TOTAL HON-CURRENT LIABILITIES
9.7 TOTAL LIABILITIES
9.6 NET ASBETS

9.9 SHAREHOLDERS EQUITY
(&) Share capitat (reported paid in)
ib) Reserves:
{iy Fevaluation reserve
{ity CHher reserves
e} Fetained surplug {accumutsted deficit)
9.10 SHAREHOLDERS — EQUITY ATTRIBUTABLE TG MEMEERS OF THE COMPANY

{a) Minority equity interesls in subsidiaries (PRCS)
9.11 TOTAL SHAREMOLDERS — EQUATY

{a) Retorn on asasts

b Redurr on equity

it} Dabt to aquity ratio
Mote 9.1(d} includes land of $65,000.

CONSOLIDATED BTATERENT OF FINANGIAL POSIHICN
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Gurrent Last Annual Frevious
half yesr report Report half yaar raport
SHZDO0 FNZ'OH ENZ'O00
33,416 49 B8 11,805
&1 1.73g 258
118 1314 1580
34,413 51,5818 1223
B 863 4 Bk 5213
38 277 252
20,3514 85 a5
58,163 37,894 33,254
a2 BE56 42,392 38,634
117,068 G3.810 51,047
3768 2,881 1508
102 b 184
387 2,804 A0
3,871 2,804 1E90
113,188 80,816 48 357
111,878 100,04 1 57E17
2,881 2881 2891
(14,1385 {16.583) [16.244
100 EET &6,53% 44 964
12 567 4377 4,353
113,108 90,816 49 357
4% -3 3%
2% -3 3%
4% 34 444




0. CASH FLOWS RELATED TO OPERATING ACTIVITIES
{a) Receipts from customears
by Interest received

ic} Dividends received

{d) Payments to suppliers and employees

i8] Interes] paid

i} Income tares paid
i) Other operating cash flows

KET QPERATING CASH FLOWS

1. CASH FLOWS RELATED TO INVESTING ACTIVITIES
) Cash proceeds from sale of properly, plant and  equipment
by Cash proceeds from sale of equity investmens
e} Loans repaid by other entities
{d) Cash paid for purchases of property, plant and equipmerd
{8 Interes] paid - capitaised
i Cash paid for purchase of equity investments (Listed Resource Company)
{g) Loans to other entities / Security deposits 7 Licence Bonds {note 15{i) below)
{h) Gther expenditurg:
- preduction, development & exploration permits

NET INVESTING CASH FLOWS

12. CASH FLOWS RELATED TO FINANCE ACTIVITIES
fa) Cash procesdefoutlays) from sale, buy back of shares, oplions ete
) Borrowings
{c} Repayment of borrowings
{dh) Dividends patid
o) Gther - Shares issued by subsidiary to minorily interesls (PRCC)H

NET FINANCING CASH FLOWS

13. NET {NCREASE (DECREASE) IN CASH HELD
{at) Cash at beginning of half year
) Exchange rate adjusiments to item 16(a) above
{o} CASH AT ENG OOF HALF YEAR

4. NON CASH FINANCING AND INVESTING ACTIVITIES

15. RECONCILIATION OF CASH

Cash on hard and at bank
Deposits at call
Barnk Overdraft
(Hher:
- Cash held by joint ventures

TOTAL = "CASH" AT END OF HALF YEAR [Hem 13(c) above}

Note (i):

Total cash held in security deposits {including T devalopment security deposits of $18 milion)
Total cash insleding secwity deposiis
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5. MATERIAL INTEREST N CORPORATIONS NOT BEING SUBSIDIARIES na wa

17. IB5UED AND QUOTED SECURITIES AT END OF CURRENT HALF YEAR
[Category lssuad Quoled

Orefinary shares 205,472 2EA

fess treasury slock {5.864,515)

isgued during the cuorrent half year 13,335,023

Total 212,842,791 212,842,791

Fartly paid shares

issued during the current half year 1,288,000 -

Total 1,280,000 -

Grand Total 214,102,791 212,842,791

Mote: Fartly paid shares are paid up to $0.01 and have various exercise prices betivesn §087 and §1.34.

lsguad Quoled Exercise Price  Expiry dale

Ontions 107,201 2858 107,051,259

Converted to ordinary shares during the curent half year {273 (273}

Total 107,200 988 107,050,886 | § 1.50 3006/2008

8. COMMENTS 8Y BIRECTORS
{&) Material factors affecting the revenue and expenses of the group For the current half year

ity

)

id

During the haf year the company recorded a $2.5 million gain on the effective reduction of NZOG's interest in Pike River Coal Company Limited resulting from the
indroduciion of a new investor,

Sigrificant trends or events since the end of the current half year

MH

Changes in accounting policies since the last Annual Report and [ or last half year report.

MH

Critical accounting policies

Production, Development, Exploration and Evaluation Expeniditure

Expentitare incurred on petyoleusn and Goal areas of inderest’ is accounted for using the successiul efforts method, An arez of interest is defined by the group asg 4 flicence ar
pereit area. Exploration and evaluation expenditure {togeiber with certain irter-group advances relative to these expenditures), is writter off in the statemend of fingncial
performance under the successful efferts methoed of accounting in the pericd that exploration work demonstrates that an area of interest or any part thereof, is no ionger
praspective for economically recoverable reservas or when the decision to abanden an area of interest is made.

Where expenditure carried forward in an area of interest or any part thereof, exceeds the directors’ valuation of that arez of interest the costs are written down to the direciors’
valzation.

Birectors' valuations of areas of interest, especially projects at a pre-developmend slage, are dependent upon a number of factors that are uncertain or tertative at the time of
valuation and which may be subject to change. Such factors include the abilty to secure sales contracts, levels of reserves, production profiles, estimates of future product
seles prices, operating costs, capital expenditures, avaiability of financing and tax losses and legislative changes.

(i} Production interests

Production interesls comgrige exploration, evaluation and development cosls {excluding fixed agset expenditure} incurred in refation to areas of interest in which pelroleurn
presduction has commenced. Expenditure on production interesis is amortised using the production oulput method resulting in an amortisation charge proportionat to the
depletion of econamically recoverable proven reserves. Where such costs are considerad not to be fully recoverable under existing congitions, an amount is provided o cover
the shortfad.

(i} Developmen inerests

Developriierd inderests comprise cosls incurred on areas of inderest which gre being developed for production.

No amortisation is provided in respect of developement areas of inferest ountil they are reclassified as production areas following commencement of petroleum production.

{iify Exploration end Evalugtion interests

Exploration and evaluation interests comprise costs incurred in areas of inlerest for which sights of tenure are current and:

{a) such costs are expected to ba rectuped through successiul development and exploitation of the area, or altematively, by ifs sale; or

{1y exploration andfor evaluation activities in the area have not yet resched a stage which permits a reasonable assesament andior evalustion of the existence or olherwise of
eoonomically recoverable reserves, and active and sionificant operations in, oF in relation to, these areas are continEng.

The oltimate value of areas of interes] is contingent upon the Tesults of further exploration and agreements entered inlo with other parties and alse upon meeting cormmitments
urider the terms of permits gramted and joind venture agreemenis.

Sales of prospecting and rmining permit righls are shown 43 revenue in the period eamed.
Restoration and Rehabilitation Expendiure

Significant restoration and rehabifitation expenditure to be incurred subsequent 1o the cessation of preduction from production areas of interes] is provided for end expensed in
the statermerd of financial performance bagsed on besl eatimates of the expenditure required o settis the present obligation at batance date.

Joint Ventures

Where material the group consclidates its interest in the assets, labiliies, revenues and expenses of unincorporated joint ventores under appropriate headings in the financial
slatements using the proportionate method of consalidation,



{e) Managemends discussion and anabysis of financial condition, resall andior operations
Mew Zeatand 08 & Gas reports & surplus of 523 midlion for the & months ended 31 December 2005, Total revenues of 4 million included imerest income of $1.5 miion and
a $2 5 miion gairi from the effective reduction of NZOG's shareholding in Pike River Coal Company Limited as & result of the introduction of a new investor into that

COMPETY.

NZOG vesied $16.7 mifon in cash during the ha¥f year ended 31 Decersber 2005, in its three developriend projects; Kupe gas/ol, Tui oil and Pike River coal. First
production from the Tu and Pike River projects is scheduled to aceor during the first half of 2007, with the Kupe gasicil fisld expecled to be in production during 2008,

i) Other comments
9. DIVIGERD
i) Dividend yield as at balanese date % (%

b Tax adjusted dividend yield as at balance date 0% 0%



