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Commentary on results

General
The Appendix 4E results for announcement and the accompanying consolidated final financial statements are prepared in accordance with
Australian Accounting Standards (AASBs) and International Financial Reporting Standards (IFRS) and are presented in United States dollars.

Table
Year

Ended
Year

Ended
Increase/

(decrease)
Dec 2007 Dec 2006 %

Net Production (MMcfe) 1 8,066 8,171 (1%)

Unit revenue/cost analysis per Mcfe (US$)
Average net sales price/Mcfe (US$) 2 7.93 7.24 10%
Other revenue/Mcfe (US$) 0.04 0.03 33%
Lease operating expense (incl. production taxes)/Mcfe (US$) 3 (0.87) (0.75) 16%
Geological, geophysical and administrative expenses/Mcfe (US$) 4 (1.41) (0.98) 44%
EBITDAX/Mcfe (US$) 5 5.69 5.54 3%

Depreciation, depletion, amortisation (incl. rehabilitation)/Mcfe (US$) 6 3.44 2.56 34%

1 Net production
Net production for the twelve months ended 31 December 2007 of 7,918 MMcf of gas and 24,748 barrels of oil (8,066 MMcfe) was in line with
the previous corresponding period (8,171 MMcfe). Production was less than budget due to lower than expected gas production from the Main
Pass 18/19 fields caused by higher oil production than anticipated and current limitation on oil handling facilities, and a four month delay in
commencing production from the six gas discovery wells made in Mobile Bay in late 2006, early 2007.

2 Revenues & gas prices
Net revenues after royalties of US$64.0 million for the current period were 8% higher than for the previous corresponding period (US$59.2
million) predominantly due to a higher net average realised sales price for the year of US$7.93/Mcfe, which includes the benefit achieved from
hedging gains. This represents an increase of 10% on the previous corresponding period price of US$7.24/Mcfe and compares with the
average Henry Hub natural gas price for 2007 of US$7.17/Mcf.

3 Lease operating expenses
Lease operating expenses of US$0.87/Mcfe were 16% higher than the previous corresponding period (US$0.75/Mcfe), primarily reflecting
increased lifting costs on a unit basis consistent with industry trends.

4 Geological, geophysical and administrative expenses (GG&A)
GG&A costs increased by 44% reflecting a significant increase in technical staff and participation in the Focus joint venture exploration
program.

5 EBITDAX

EBITDAX was US$45.9 million. The EBITDAX margin of US$5.69/Mcfe was 3% higher than the previous corresponding period (2006:
US$5.54/Mcfe), benefiting from the higher realised sales prices offset to some extent by higher lease operating and GG&A expenditure.

6 Depreciation, depletion, amortisation (DD&A)
DD&A for the year was US$27.7 million or US$3.44/Mcfe, an increase of 27% on the previous corresponding period reflecting the higher
exploration and development costs experienced industry-wide over the last two to three years.
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Commentary on results (continued)
Profit
Current year earnings before exploration write-offs, impairment and abandonment expense, and income tax expense were US$16.6million.

Exploration write-offs, impairment and abandonment expense of US$19.4 million comprised:

Prospect US$ million

Eugene Island #1 well 3.4
Bowie Lumber & Associates #1 well (Skywagon prospect, Moonshine project) 2.0
CL&F #28-1 well (Acapulco prospect) 2.8
CL&F #30-1 well (Triple Play prospect) 1.8
Mobile Bay 873 impairment due to lower-than-expected well performance and consequent reduction in estimated
reserves

5.0

West Cameron 343/352 additional abandonment cost 0.3
Wei 6-12W-1 well (Wei 6-12 West Prospect) – portion of exploration costs incurred prior to 31 December 2007 0.6
Other leasehold/prospect costs written off – unproved properties relinquished/to be relinquished 3.5

19.4

For further details relating to the exploration write-off, impairment and abandonment expense refer to page 4.

Net loss before tax for the twelve months ended 31 December 2007 was US$2.8 million and loss after tax was US$2.0 million compared to
profit before tax of US$8.0 million and profit after tax of US$5.1 million, respectively in the previous corresponding period.

Income tax benefit for the current period was US$0.8 million (previous corresponding period: income tax expense of US$2.9 million); no
income tax was due or paid due to the utilisation of carry forward U.S. tax losses.

Interest expense
Current period interest expense of US$1.9 million predominantly related to the funding of the oil and gas properties acquired in November
2007 (previous corresponding period: US$0.2 million).

Dividend
Petsec Energy Ltd does not propose the payment of a dividend in respect of the financial year ended 31 December 2007.

Cash flow
Operating cash flow, which in prior years has been in line with EBITDAX, was lower this year at US$35.1million compared to current year
EBITDAX of US$45.9 million. The apparent discrepancy arises because EBITDAX includes the full benefit of the sharp production increase
late in the year following the acquisition of interests in seven gas fields and the commencement of Mobile Bay production. However,
December production earnings are not included within 2007 operating cash flows as revenues are not received until the following month.

Acquisitions
Oil & gas properties acquired from LLOG
On 8 November 2007, Petsec Energy acquired interests in seven offshore and onshore Louisiana producing gas fields with Petsec Energy
estimated recoverable reserves of 24.4 Bcfe for cash consideration of US$102.4 million and the assumption of rehabilitation obligations. The
three offshore fields are close to Petsec Energy’s Main Pass 18/19 fields and the four onshore fields lie in southern Louisiana.

The Company anticipates the fields will contribute some 8-9 Bcfe in 2008 of the expected 15 Bcfe of production in 2008.

Mobile Bay 952, 953 and 955
In May 2007, Petsec Energy acquired the Mobile Bay 953 lease with two producing wells and the Mobile Bay 955 lease with one producing
well together with the Mobile Bay 952A platform and estimated net reserves of 1.5 Bcfe. Consideration was the assumption of the lease
remediation obligation estimated to be US$1.8 million. The Mobile Bay 952A production platform is being used to produce the five wells at
Mobile Bay 950, 951, 993, 994 and Viosca Knoll 26. The Mobile Bay 955 platform was removed shortly after the acquisition.

MMS lease sales
Following the US Government lease sales in October 2007 interests in five leases were awarded to Petsec Energy and its joint venture
partners by the US Minerals Management Service (MMS). The net cost to the Company was US$0.4 million.


