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September 2010 Quarter Activity

Production and Cashflow

Production from the Company’s U.S. Gulf of Mexico operations for the September 2010 quarter of 762 million cubic
feet of gas equivalent (“MMcfe”) was 8% lower than the 830 MMcfe achieved in the previous quarter primarily due to
natural decline in field production.

Petsec Energy received an average gas equivalent sales price of US$7.29/Mcfe (including hedging) for the
September 2010 quarter, slightly below the US$7.43/Mcfe realised in the June 2010 quarter. Approximately 61% of
the current quarter gas production volumes were hedged at a weighted average price of US$7.81/Mcf. The
Company received an average price of US$4.51/Mcf and US$76/bbl for unhedged gas and oil production volumes
for the current quarter, respectively.

Net revenues for the quarter of US$5.6 million were 10% lower than the US$6.2 million achieved for the previous
quarter, reflecting both lower production and a lower average sales price received for the period.

EBITDAX of US$1.8 million for the current quarter was 32% lower than the US$2.7 million generated in the June
2010 quarter due to the combined effect of lower net revenues from production and lower other revenues.

EBITDAX margin of US$2.38/Mcfe was 26% below the June 2010 quarter margin of US$3.21/Mcfe. Lease
operating expense of US$1.98/Mcfe (June 2010 quarter: US$1.86/Mcfe) increased on a unit-basis due to lower
production. Geological, geophysical & administrative expense of US$2.64/Mcfe (June 2010 quarter: US$2.70/Mcfe)
decreased as a result of the implementation of various cost saving measures mainly in the USA.

Acquisition, exploration and development expenditures in the September 2010 quarter totalled US$1.5 million
comprising: US$0.1 million on lease acquisitions; US$1.0 million on exploration (predominantly Petsec’s share of
drilling costs in relation to the Marathon Prospect); and US$0.4 million on development (including recompletions at
Main Pass Block 19 and compressor installation at the South Sunrise field).

Cash and Debt Facilities

On 30 September 2010, Petsec Energy held total cash deposits of US$22.7 million –equivalent to A$23.4 million
using the period end closing rate of 0.9690 (30 June 2010: US$28.0 million or A$32.9 million at 0.8500), including
US$5.2 million of restricted cash deposits used to partially support letters of credit totalling US$9.2 million. The
letters of credit guarantee certain of the Company’s future rehabilitation obligations.

Total outstanding debt at 30 September 2010 of US$29.175 million (30 June 2010: US$29.25 million) comprised of
subordinated term debt held by the Company’s U.S. subsidiary Petsec Energy Inc. (“PEI”), maturing in 2011. The
debt has a scheduled repayment of US$75,000 on 31 December 2010, with the balance of US$29.1 million payable
in equal quarterly instalments on 31 March, 30 June, 30 September and 8 November 2011.

As reported in the Company’s half year results, released to the Australian Stock Exchange on 26 August 2010,
PEI’s remaining reserves at current gas prices cannot be produced at a rate that will generate sufficient cash to
satisfy its obligations to repay the subordinated term debt within the existing repayment schedule. PEI has
appointed a financial advisor to assist with negotiations with the second lien lender to reschedule or restructure
these debt repayments. Discussions continue with the second lien lender and a number of alternatives are being
considered including rescheduling the repayment period, or sourcing alternative financing by way of debt, equity or
sale of assets or a combination of each.


