Drillsearch Energy Limited
ASX RELEASE

2007 Rights Issue
17" September, 2007
Drillsearch Energy Limited (Drillsearch) announced on 6™ September, 2007, that it
would make a non-renounceable rights issue of one (1) share for every four (4) shares
to all shareholders at an issue price of ten cents ($0.10) per new share to raise up to
$11.66 million.

The following documents will be forwarded to eligible shareholders today:

e An Offer Document detailing the terms and conditions of the Rights Issue;
o Personalised Entitlement and Acceptance Form (sample attached);
e Letter from the Chairman of Drillsearch.

A copy of each of the above documents is attached to this notice.
Notice Under Section 708AA of the Corporations Act 2001 (Cth) (Act)
Drillsearch hereby notifies ASX under paragraph 708AA 2(f) of the Act that:

1. Drillsearch will offer the shares for issue without disclosure to investors under
Part 6D.2 of the Act;

2. Drillsearch is providing this notice under paragraph 2(f) of section 708AA of the
Act;

3. as at 17" September, 2007, Drillsearch has complied with the provisions of
Chapter 2M of the Act as they apply to Drillsearch;

4, as at 17" September, 2007, Drillsearch has complied with section 674 of the
Act;

5. asat 17" September, 2007, there is no information:

€) that has been excluded from a continuous disclosure notice in
accordance with the ASX Listing Rules; and

(b) that investors and their professional advisers would reasonably require
for the purpose of making an informed assessment of:

0] the assets and liabilities, financial position and performance,
profits and losses and prospects of Drillsearch; or,
(ii) the rights and liabilities attaching to the shares; and

6. the issue of shares under the Rights Issue is not expected to have any effect on
the control of Drillsearch.



For enquiries contact:

Philip F. Kelso Managing Director
Michael L. Hutt Company Secretary
Telephone: (02) 9241.4440

Email: corporate@drillsearch.com.au




Offer Document

Drillsearch Energy Limited

ABN 73 006 474 844

This Offer is not underwritten

A non-renounceable rights issue of 1 New Share for every
4 Existing Shares at an issue price of $0.10 per New Share
to raise up t0$11.66 million.

This Offer Document is not a Prospectus

It does not contain all of the information that an investor
would find in a prospectus or which may be required in
order to make an informed investment decision regarding,
or about the rights attaching to, the New Shares offered
under this Offer Document.

This document is important and requires your
immediate attention.

It should be read in its entirety. If you do not understand its
content or are in doubt as to the course you should follow,
you should consult your stockbroker or professional adviser
without delay.

This Offer opens on 17 September, 2007 and closes at
5.00 p.m. EST on 2 October, 2007.

Valid acceptances must be received before that time.

Please read the instructions in this document and on
the accompanying Entitlement and Acceptance Form
regarding the acceptance of your Entitlement.
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Important dates

Event Date

Announcement of Offer 6 September 2007

Lodgement Date — Appendix 3B and cleansing notice lodged with ASX 6 September 2007

Ex Date — The date on which Existing Shares commence trading without the 10 September 2007
Entitlement to participate in the Offer

Record Date — The date for determining Entitlements of Eligible 14 September 2007
Shareholders to participate in the Offer (7.00pm AEST)

Offer Document sent to Shareholders — Anticipated despatch of Offer 17 September 2007
Document and Entitlement and Acceptance Forms, and lodgement of
second cleansing notice — Offer opens

Closing Date — The last day for receipt of Entitlement and Acceptance Forms 2 October 2007
(5.00pm AEST)

Allotment Date — Allotment of New Shares under the Offer and issue of third 8 October 2007
cleansing notice

Shortfall Notification Date 8 October 2007

Despatch Date — Anticipated despatch of holding statements for New 8 October 2007
Shares, Deferred settlement trading ends

Expected commencement of normal trading in New Shares on ASX 9 October 2007

The above dates and times are indicative only. All times and dates are a reference to Sydney time.
Drillsearch, reserves the right to vary any of the above dates and times, including closing the Offer early
or extending it subject to the Corporations Act, ASX Listing Rules and other applicable laws.

Key offer statistics

Issue Price per New Share $0.10

Total number of New Shares available under the Offer 116,620,743
Maximum total Drillsearch shares on issue following the Rights Issue 583,103,718
Maximum total proceeds of the Offer (before expenses of the Offer) $11,662,074
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Key issues

Where to find more

Answer information — section(s)

Question

Who is the issuer?

Drillsearch Energy Limited.

What is the Offer?

Non-renounceable rights issue to raise Section 1
approximately $11.662 million (before

expenses of the Offer).

Terms of the Offer

1 New Share for each 4 Existing Shares Sections 1 and 2
at an issue price of $0.10 per New

Share.

As the issue is non-renounceable,
Eligible Shareholders do not have the
right to sell their Entitlements. Eligible
Shareholders have the opportunity to
subscribe for all, part or none of their
Entitlement to New Shares. The
Directors have reserved the right to
place any New Shares not taken up by
Eligible Shareholders at their discretion.

Use of net proceeds

. Oil and gas exploration and
development drilling operations.

. Repayment of monies
drawn-down under the
Meridian Facility.

Who can invest?

Eligible Shareholders of Drillsearch Section 1.2
as at 5.00pm on the Record Date

(14 September 2007).

What are the potential
significant risks?

The significant risks specific to an Section 4

investment with Drillsearch include:

. inherent risks in petroleum
drilling;

. the potential for project cost
overruns; and

. a fall in the price of oil.

If you do not accept all of your
Entitlement, your shareholding in
Drillsearch will be diluted with respect to
your right to future earnings and net
assets of Drillsearch.

What are the
expenses payable by
Drillsearch?

The total expenses of the Offer are Section 5.1
expected to be approximately $350,000

(inclusive of GST).

How can further
information be
obtained?

If you require advice as to whether to
accept your Entitlement, you should
seek professional advice from your
legal, investment or other professional
adviser.
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Where to find more

Question information — section(s)
Are there any Broker  Dirillsearch will pay a 2% lodgement Section 5.1
Handling Fees? /handling fee to brokers and licensed

advisors who submit stamped
Entitlement and Acceptance Forms
on behalf of clients.

Offer Date This Offer is dated 17 September 2007.
How do | apply for Return your Entitlement and Section 1.2
New Shares? Acceptance Form and cheque

(or pay by B-Pay) before 5.00pm on
2 October 2007 to:

By mail: By delivery:

Drillsearch Energy Limited Drillsearch Energy Limited
c/o Computershare Investors Services c/o Computershare Investors
Pty Ltd Services Pty Ltd

GPO Box 253 Level 2

SYDNEY NSW 2001 60 Carrington Street

SYDNEY NSW 2000

Can | pay by B-Pay? Yes See Section 2.3 and the
instructions in your
Entitlement and Acceptance
Form. Note if you pay by B-
Pay you will still need to
lodge your Entitlement and
Acceptance Form.
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Important information

This Offer Document is not a Prospectus

It does not contain all of the information that an investor would find in a prospectus or which
may be required to make an informed investment decision regarding, or about the rights
attaching to, the New Shares offered by this Offer Document. It has not been and will not be
lodged with ASIC. Neither ASIC nor ASX or their respective officers takes any responsibility for
the content of this Offer Document or for the merits of the investment to which this Offer relates.

As an Eligible Shareholder of Drillsearch this Offer Document is important
and requires your immediate attention.

You should read the entire Offer before deciding whether to invest in the New Shares. Please
carefully read the instructions on the accompanying Entitlement and Acceptance Form
regarding the acceptance of your Entitlement under the Offer. If you have any questions
regarding your Entitlement or the Offer, please contact your legal, investment or other
professional adviser.

Professional advice

The information in this Offer Document is not financial product advice and does not take into
account your investment objectives, financial situation or particular needs. It is important that
you read this Offer in its entirety before deciding whether to take up your Entitlement to New
Shares. In particular, you should consider the risk factors that could affect the performance of
Drillsearch, some of which are outlined in Section 4. You should carefully consider these factors
in light of your personal circumstances (including financial and taxation issues) and seek
professional guidance before deciding whether to take up your Entitlement. If you have any
questions you should seek professional advice from your legal, investment or other
professional adviser.

Foreign jurisdictions

The distribution of this Offer in jurisdictions outside Australia or New Zealand may be restricted
by law and persons who come into possession of this Offer outside Australia or New Zealand
should seek advice on and observe any such restrictions. Any failure to comply with such
restrictions may constitute a violation of applicable securities laws.

This Offer does not constitute an offer or invitation in any place outside Australia or New
Zealand where, or to any person to whom, it would be unlawful to make such an offer or
invitation. No action has been taken to register or qualify the New Shares or to otherwise permit
an offering of the New Shares outside Australia.

No representations other than in this Offer

No person is authorised to give any information or make any representation in connection with
the Offer which is not contained in this Offer. Any information or representation not contained in
this Offer may not be relied on as having been authorised by Drillsearch or the Directors.
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Future performance

Except as required by law, and only to the extent so required, none of Drillsearch or any other
person warrants or guarantees the future performance of Drillsearch or any return on any
investment made pursuant to this Offer.

Privacy

By filling out the Entitlement and Acceptance Form to apply for New Shares, you are providing
information to Drillsearch (directly and/or via the Share Registry) that may constitute personal
information for the purposes of the Privacy Act 1988 (Cth). Drillsearch (and the Share Registry
on its behalf) collects, holds and uses personal information provided on an Entitlement and
Acceptance Form in order to assess your application and administer your holding of Shares.

If you do not provide the information requested in the Entitlement and Acceptance Form,
Drillsearch and the Share Registry may not be able to process or accept the form.

Access to your personal information may be provided to other companies within the Drillsearch
group and to Drillsearch's agents and service providers on the basis that they deal with such
information in accordance with this privacy disclosure statement. You have a right to request
access to the personal information that Drillsearch holds about you subject to certain
exemptions under law. A fee may be charged for access. Access requests must be made in
writing to Drillsearch's registered office at:

Drillsearch Energy Limited
Level 8

16 Spring Street
SYDNEY NSW 2000

Defined terms and conditions

Certain terms and abbreviations used in this Offer are defined in the Glossary in Section 6.

References to Australian dollars or $ are references to the lawful currency of Australia. Any
discrepancies between the totals and the sum of all the individual components in the tables
contained in this Offer are due to rounding.
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1. Details of the Offer

1.1 Description of the Offer
The Offer consists of a total of 116,620,743 New Shares to be offered by Drillsearch by
way of a non-renounceable rights issue to raise approximately $11.66 million (before
expenses of the Offer).
The Offer is explained in more detail in this Section 1.

1.2  The Offer
If you are an Eligible Shareholder, you are being offered an Entitlement to acquire 1 New
Share for every 4 Existing Shares held as at the Record Date.
The Issue Price per New Share is $0.10.
Your Entitlement to New Shares is rounded up to the nearest whole number. For
rounding purposes, holdings in the same name are aggregated for the calculation of
Entitlements. Drillsearch reserves the right to aggregate holdings where it believes
holdings have been split in order to take advantage of this rounding. Drillsearch also
reserves the right to aggregate holdings held by associated Eligible Shareholders for the
purpose of calculating Entitlements.
The Entitlements are non-renounceable, meaning you do not have the right to sell your
Entitlement. You have the opportunity to subscribe for all, part or none of your
Entitlement to New Shares.

1.3 Ranking of New Shares
The New Shares will be fully paid and rank equally in all respects with Existing Shares.

1.4 Allotment
Drillsearch expects to allot all New Shares on 8 October 2007.
Drillsearch reserves the right to progressively allot some New Shares before the Closing
Date upon receipt of valid Entitlement and Acceptance Forms. If Drillsearch exercises
this right to allot some New Shares prior to the Closing Date, those securities will not be
quoted on ASX, and therefore will not be able to be traded, until the remainder of the
New Shares are quoted after the Closing Date.

1.5 Application monies
Until the time of allotment of New Shares, Drillsearch will hold all application monies in
relation to those New Shares in a purpose specific bank account. Interest earned on any
application monies (whether or not allotment takes place) will remain the property of
Drillsearch.

1.6  Foreign Shareholders

This Offer is made only to Shareholders with a registered address in Australia or New
Zealand.
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1.7

1.8

Drillsearch is of the view that it is unreasonable to make the Offer to other overseas
Shareholders (ie those without registered addresses in Australia or New Zealand)
(Foreign Shareholders) having regard to:

. the number of Foreign Shareholders;

. the number and value of New Shares that would be offered to Foreign
Shareholders; and

. the cost of complying with overseas legal requirements.

This Offer does not constitute an offer in any place in which, or to any person to whom, it
would not be lawful to make such an offer. Drillsearch is not required to make offers
under this Offer to Foreign Shareholders. Where this Offer has been dispatched to
Shareholders domiciled outside Australia or New Zealand and where the country's
securities code and/or legislation prohibits or restricts in any way the making of the offers
contemplated by this Offer, this Offer is provided for information purposes only.

Shareholders resident in Australia or New Zealand holding Shares on behalf of persons
who are resident overseas are responsible for ensuring that taking up Entitlements under
the Offer does not breach regulations in the relevant overseas jurisdiction.

Return of a duly completed Entitlement and Acceptance Form will be taken by Drillsearch
to constitute a representation that there has been no breach of such regulations.

The offer contained in this Offer to Shareholders with registered addresses in New
Zealand is made in reliance on the Security Act (Overseas Companies) Exemption
Notice 2002 (New Zealand). Members of the public in New Zealand who are not Existing
Shareholders on the Record Date are not entitled to apply for any New Shares.

Taxation

The taxation consequences of investing in the New Shares will depend on your particular
circumstances. It is your responsibility to make your own enquiries concerning the
taxation consequences of an investment in Drillsearch. If you are in doubt as to the
consequences of an investment, you should consult with your taxation or other
professional adviser before investing.

Enquiries

If you require advice as to whether to accept your Entitlement, you should seek
professional advice from your legal, investment or other professional adviser.

Drillsearch Offer Document | page 9



Action required by Eligible Shareholders

2.2

2.3

What happens if | accept my full Entitlement?

If you take up your full Entitlement under the Offer, you will not have your shareholding in
Drillsearch diluted.

What happens if | do not accept my full Entitlement?

If you do not take up your full Entitlement, your shareholding in Drillsearch will be diluted
with respect to your right to future earnings and net assets of Drillsearch.

As the Entitlements are non-renounceable, if you decide not to take up all or part of your
Entitlement, they will lapse on the Closing Date to the extent not taken up. If Entitlements
lapse the Directors have reserved the right to issue lapsed Entitlements at their
discretion provided that the issue price is not less than the price at which the New
Shares were offered under the Rights Issue and the issue is made within 3 months after
the Closing Date.

How do | accept all, or part, of my Entitlement

You may accept your Entitlement following the despatch of this Offer (expected to be
17 September 2007). Drillsearch will accept applications until the Closing Date.

To accept your full Entittlement, you must complete your Entitlement and Acceptance
Form. If you wish to apply for only part of your Entitlement, you must specify the number
of New Shares that you wish to apply for on your Entitlement and Acceptance Form.

The relevant Entitlement and Acceptance Form must be accompanied by a cheque in
Australian dollars drawn on an Australian branch of an Australian bank for the Issue
Price of the New Shares for which application is made. All cheques must be made
payable to 'Drillsearch Energy Limited — Offer Account' and crossed 'Not Negotiable'. Do
not forward cash or money orders. Receipts for application monies will not be issued.

You may also pay the Issue Price for the New Shares by B-Pay (see the instructions on
your Entitlement and Acceptance Form).Completed Entitlement and Acceptance Forms
and accompanying cheques must be returned to the following address and received no
later than 5.00pm on 2 October 2007.

By mail. By delivery:

Drillsearch Energy Limited Computershare Investors Services Pty
c/o Computershare Investors Services Ltd

Pty Ltd c/o Drillsearch Energy Limited

GPO Box 253 Level 2, 60 Carrington Street
SYDNEY NSW 2001 SYDNEY NSW 2000

A reply paid envelope is enclosed for your convenience. If mailed in Australia, no
postage stamp is required.

You should read this Offer in its entirety before deciding to complete and lodge your
Entitlement and Acceptance Form.
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24

Acceptance of applications under the Offer

Completing and lodging an Entitlement and Acceptance Form for the Offer is an offer by

you to Drillsearch to subscribe for the number of New Shares specified in the Entitlement
and Acceptance Form at the Issue Price on the terms and conditions set out in this Offer
and the Entitlement and Acceptance Form.

An application may be accepted in respect of the full amount, or any amount less than
that specified in the Entitlement and Acceptance Form, without further notice to the
relevant Eligible Shareholder. Acceptance of an application will give rise to a binding
contract with acceptance to take place after the quotation of the New Shares on ASX.

No stamp duty, brokerage or commission is payable by applicants.
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Purpose and effect of the Offer

3.2

3.3

Overview
The Directors are proceeding with this Rights Issue in order to:
. contribute to the anticipated costs of the Marina 1 well in the offshore Bonaparte

Basin and to the development of projects in the Cooper Basin, in particular within
the Tintaburra Block where it is likely to participate in 30 wells in 2007/2008; and

. repay monies drawn-down under the Meridian Facility.
If the Rights Issue is fully subscribed:

. the New Shares issued pursuant to the Rights Issue will constitute approximately
20% of the total number of issued Shares immediately after the allotment of the
New Shares; and

. the total number of Shares on issue after the Issue will be 583,103,718.

The Rights Issue will provide Drillsearch with net proceeds of up to approximately
$11.31 million after issue expenses of $350,000. Please refer to Section 3.3 for further
information regarding the impact of the Rights Issue on the capital structure.

Purpose of the Offer and use of proceeds
The purpose of the Offer is to raise additional equity funding to enable Drillsearch to

meet its anticipated costs of exploration and development projects, for other working
capital purposes and to repay monies drawn-down under the Meridian Facility.

The proceeds of the Offer will be predominantly used as follows:

. costs of ongoing development drilling in the Cooper Basin and Drillsearch’s
estimated A$3.5 million contribution to the costs of the Marina 1 offshore well in
the Bonaparte Basin in September 2007; and

. repaying monies drawn-down under the $27.25 million facility arranged by
Meridian International Capital Limited to fund in part Drillsearch's 2006/07 oil
drilling and development programme at Tintaburra. As at the date of the Offer
Drillsearch has drawn-down approximately $22 million under the Meridan Facility.

Impact on Drillsearch's capital structure

The table in this section shows the current structure of Drillsearch and the capital
structure on completion of the Rights Issue:

Number of shares

Opening balance 466,482,975
New Shares Maximum 116,620,743
Total immediately after Rights Issue 583,103,718

(assuming full subscription)
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Risk factors

4.2

Overview

There are a number of factors, both specific to Drillsearch and of a general nature,

which may affect the future operating and financial performance of Drillsearch and the
outcome of an investment in Drillsearch. There can be no guarantees that Drillsearch will
achieve its stated objectives, that forecasts will be met or that forward looking statements
will be realised.

This section described certain, but not all, risks associated with an investment in
Drillsearch. Prior to making an investment decision, prospective investors should
carefully consider the following risk factors, as well as the other information contained in
this Offer or of which they are otherwise aware.

Specific risk factors

(a)

(b)

Exploration and development risks
Oil and gas exploration involves significant risk.

There is no assurance that exploration and development of the prospects in the
Leases, or any other projects that may be acquired in the future, will result in the
discovery of an economic oil and gas deposit. Even if an apparently viable deposit
is identified, there is no guarantee that it can be profitably exploited.

Furthermore, Drillsearch will only proceed to the next stage of exploration or
development when data supports the existence of an economically viable oil and
gas deposit.

Drilling and operating risks

Oil and gas drilling activities are subject to numerous risks, many of which are
beyond Drillsearch's control. Drillsearch's operations may be curtailed, delayed or
cancelled as a result of such risks. Hazards incidental to the exploration and
development of oil and gas properties such as unusual or unexpected formations,
pressures, oceanographic conditions or other factors are inherent in drilling and
operating wells and may be encountered by Drillsearch.

Industry operating risks include the risk of fire, explosions, blow-outs, pipe failure,
abnormally pressured formations and environmental hazards, the occurrence of
any of which could result in substantial losses to Drillsearch. Although Drillsearch
believes that it or its operators carry adequate insurance with respect to its
operations in accordance with industry practice, in certain circumstances
Drillsearch's or the operator's insurance may not cover or be adequate to cover
the consequences of such events. In addition, Drillsearch may be subject to
liability for pollution, blow-outs or other hazards against which Drillsearch or the
operator does not insure or against which it may elect not to insure because of
high premium costs or other reasons.
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(c)

(d)

(e)

(f)

(9)

Ability to exploit successful discoveries

It may not always be possible for Drillsearch to participate in the exploitation of
successful discoveries made in any areas in which Drillsearch has an interest.
Such exploitation will involve the need to obtain the necessary licences or
clearances from the relevant authorities, which may require conditions to be
satisfied and/or the exercise of discretions by such authorities. It may or may not
be possible for such conditions to be satisfied. Further, the decision to proceed to
further exploitation may require the participation of other companies whose
interests and objectives may not be the same as Drillsearch. Such further work
may require Drillsearch to meet or commit to financing obligations for which it may
not have planned.

Hydrocarbon reserve estimates

Hydrocarbon reserve estimates are expressions of judgement based on
knowledge, experience and industry practice.

In addition, reserve estimates are necessarily imprecise and depend to some
extent on interpretations, which may prove inaccurate. Should Drillsearch
encounter oil and/or gas deposits or formations different from those predicted by
past drilling, sampling and similar examinations, reserve estimates may have to
be adjusted and production plans may have to be altered in a way which could
adversely affect Drillsearch's operations.

Future requirements for funding

Drillsearch's funding requirements depend on numerous factors including
Drillsearch's ability to generate income from the Leases. It may require
further financing.

Additional equity financing, if available, may be dilutive to shareholders and at
lower prices than the current market price. Debt financing, if available, may
involve restrictions on financing and operating activities. If Drillsearch is unable to
obtain additional financing as needed, it may be required to reduce the scope of
its operations or anticipated expansion.

Price of oil and gas

The demand for, and prices of, oil and natural gas are dependent on a variety of
factors, including supply and demand, the level of consumer product demand,
weather conditions, the price and availability of alternative fuels, actions taken by
governments and international cartels and global economic political
developments. Drillsearch does not have hedging or forward sale arrangements in
place as at the date of this Offer Document.

Key employees

Drillsearch has a compact management structure and is therefore critically subject
to risks relating to the loss of key employees on either a temporary or permanent
basis, and the subsequent disruption that loss might cause to the operations of
Drillsearch.
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(h)

(i)

()

(k)

U

(m)

(n)

Production risk

A maijor facility incident, such as an explosion, fire, terrorist attack, significant
weather incident or mechanical failure, at any of Drillsearch's petroleum and/or
exploration fields could affect production and subsequently Drillsearch's
performance.

Environmental controls

Drillsearch's operations will be subject to environmental controls relating to
hazardous operations and for those projects offshore, the discharge of waste into
the sea. Drillsearch's policy is to ensure operations are carried out in accordance
with all applicable environmental laws and regulations.

Foreigh Exchange Risk

The Canadian Leases and their operation are based in Canada. As a result,
Drillsearch's revenues, cash flows, expenses, capital expenditure and
commitments regarding the Canadian Leases will be primarily denominated in
Canadian dollars.

To comply with Australian reporting requirements for Drillsearch, the income,
expenditure and cash flows from Drillsearch's interest in the Canadian Leases will
need to be accounted for in Australian dollars. This will result in the income,
expenditure and cash flows of Drillsearch being exposed to the fluctuations and
volatility of the price of oil and gas and the exchange rates, as determined in
international markets.

Acts and omissions of joint venture partners

If any of Drillsearch's joint venture partners fail to agree on work programmes
and/or budgets for the development of projects or fail to meet their obligations
under the joint venture agreements with Drillsearch, this will likely delay or
otherwise impact on the progress of the relevant joint venture project which could
subsequently have a material adverse effect on Drillsearch's business and its
financial performance.

Underwriting
The Offer is not underwritten.
Interest rate risk

The base interest rate under the Meridian Facility is the 90 day Sydney Bank Bill
Rate and this interest rate may vary upwards depending on the commercial
money market and government policies.

Sovereign risk

The ability to develop and produce oil and gas reserves can be affected by
changes in government policy regarding ownership, consents, taxation, foreign
exchange dealings, repatriation of funds or other factors which are beyond the
control of Drillsearch.

Some countries where projects of Drillsearch are located, such as Papua New
Guinea, may experience political instability which could result in some uncertainty
in relation to those projects. Changing political realities could have an adverse
effect on the outcome of those projects.
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4.3 Generalrisk factors
(a) Share market conditions

The New Shares may trade on ASX at higher or lower prices than the Issue Price
following listing. There can be no guarantee that the price of the New Shares will
increase.

The price at which the New Shares trade on ASX may be affected by the financial
performance of Drillsearch and by external factors over which the Directors and
Drillsearch have no control. Neither Drillsearch nor its Directors warrant the
future performance of Drillsearch's securities or any return on investments in
those securities.

(b) Economic conditions

The operating and financial performance of Drillsearch is influenced by a variety
of general economic and business conditions including the level of inflation,
international share markets, interest rates and exchange rates, government fiscal,
monetary and regulatory policies and factors peculiar to the oil and gas sector. A
prolonged deterioration in general economic conditions, including an increase in
interest rates or a decrease in consumer and business demand, could be
expected to have a material adverse impact on Drillsearch's business or

financial situation.
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5. Additional information

5.1 Expenses of the Offer
Expenses connected with the Offer are being borne by Drillsearch. The approximate
expenses of the Offer (including GST where applicable) including legal fees, broker
handling fees, share registry fees, printing fees and other general costs are estimated to
be $350,000.
Drillsearch will pay a 2% lodgement/handling fee to brokers and licensed advisors who
submit stamped Entitlement and Acceptance Forms on behalf of clients.

5.2 Disclosure

This Offer Document contains an Offer to subscribe for continuously quoted securities
(as defined in the Corporations Act) of Drillsearch and has been prepared in accordance
with section 708AA of the Corporations Act. In broad terms, section 708AA relates to
rights issues by certain companies that do not require the provision of a prospectus or
other disclosure document. Accordingly, the level of disclosure in this Offer Document is
significantly less than that required in a prospectus. Eligible Shareholders should
therefore rely upon their own knowledge of Drillsearch, refer to disclosures already made
by it to ASX, and refer to their professional adviser before deciding to accept the Offer.
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6. Glossary

ABN means Australian Business Number.

ASIC means the Australian Securities and
Investments Commission.

ASX means the ASX Limited
(ABN 98 008 624 691).

ASX Listing Rules means the listing rules
of ASX.

Australian Leases means Drillsearch's
production leases within the Tintaburra and
Naccowlah Blocks in the Cooper and
Eromanga Basins of South West Queensland.

Board means the board of directors of
Drillsearch Energy Limited.

Business Day means a day on which ASX is
open for trading.

Canadian Leases means the petroleum leases
within the Western Canada Basin in the
Provinces of Alberta and Saskatchewan,
Canada held by Drillsearch and Drillsearch's
62% owned subsidiary Circumpacific Energy
Corporation.

Closing Date means 2 October 2007.

Corporations Act means the Corporations
Act 2001 (Cth).

Directors means the directors of Drillsearch
Energy Limited as set out in Section 7.

Drillsearch means Drillsearch Energy Limited
(ABN 73 006 474 844).

Eligible Shareholder means a person who is
a Shareholder at 5.00pm (Sydney time) on the
Record Date who is not a Foreign Shareholder.

Entitlement means the non-renounceable right
of an Eligible Shareholder to subscribe for New
Shares under the Offer.

Entitlement and Acceptance Form means
the personalised form attached to or
accompanying this Offer.

Existing Shares means Shares issued before
the Record Date for the Offer.

Foreign Shareholder means a Shareholder
described in Section 1.6.

GST means goods and services tax.

Issue Price means the issue price of $0.10 per
New Share.

Leases means the Australian Leases, the
Canadian Leases and the Papua New Guinea
Lease.

Meridian Facility means the facility described
in Section 3.2.

New Shares means the Shares offered under
this Offer.

Offer means the offer of Entitlements to New
Shares under this Offer.

Offer Period means the period starting on the
dispatch of this Offer and ending at 5.00pm on
the Closing Date.

Papua New Guinea Lease means
Drillsearch's interest in the petroleum lease
PPL244.

Offer means this document and any
supplementary or replacement Offer in relation
to this document.

Record Date means the date for determining
Entitlements under the Offer, being
14 September 2007.

Rights Issue means the issue of New Shares
upon receipt of valid acceptances under this
Offer.

Shareholder means a holder of Shares.

Share Registry means Computershare
Investors Services Pty Ltd.

Shares means ordinary shares in Drillsearch.
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Directory

Directors

Philip Francis Kelso, Managing Director
Peter Penfold Simpson, Chairman
Graham Charles Reveleigh

Daryl Albert Dixon

William Matthew Johnson

Company Secretary

Michael Lidster Hutt

Registered office

Level 8
16 Spring Street
Sydney NSW 2000

Auditor

DFK — Richard Hill Pty Ltd
Richard Hill and Associates
Level 11

32 Martin Place

Sydney NSW 2000

Lawyers

Minter Ellison
Aurora Place

88 Phillip Street
Sydney NSW 2000

Share Registry

Computershare Investors Services Pty
Ltd

Level 3

60 Carrington Street

Sydney NSW 2000
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By -

Paperclip
cheque(s)
here.
Do not
staple.

DRILLSEARCH ENERGY LIMITED

ABN 73 006 474 844

Computershare

Please return completed form to:
Computershare Investor Services Pty Limited
GPO Box 505 Melbourne

Victoria 8060 Australia

Enquiries (within Australia) 1300 850 505
(outside Australia) 61 3 9415 4000
Facsimile 61 2 8253 8212
web.queries@computershare.com.au
www.computershare.com

Use a black pen.
Print in CAPITAL letters

inside the grey areas. A B C 1 3 3

Entitlement and Acceptance Form
IMPORTANT:

This is an important document which requires your immediate attention. If you are in any doubt as to how to deal with this form, please consult a

professional adviser.

Non-Renounceable Entitlement Issue closing 5pm EST on
02 October 2007

Non-Renounceable Entitlement Issue of one New Share for every four Existing
Shares registered and entitled to participate at the record date at an issue price
of $0.10 per Share.

Receipt of this Entitlement and Acceptance Form by 5pm EST on 02 October 2007
with your payment, utilising the payment options detailed overleaf, will constitute
acceptance in accordance with the terms and conditions of the offer documentation
enclosed.

Securityholder Entitlement details

Subregister

Existing Shares entitled to
participate at Record Date on
14 September 2007.

Entitlement to New Shares on a
one for four basis

Amount payable on full acceptance
at A$0.10 per New Share

Entitlement Number

Broker Code
(Broker stamp required)

DLS will pay a 2% stamping fee to brokers or
licensed advisors who submit stamped
Entitlement and Acceptance Forms on behalf of

Advisor

their clients

Acceptances can only be accepted in the name printed on this form
See back of form for completion guidelines

A\ Drillsearch Energy Limited
ABN 73 006 474 844

Please see overleaf for Payment Options

Ent:

Number of New Shares applied for

Pay:

Payment Details
Drawer

Cheque number BSB number

018442 - V2

Biller Code:

B

Ref No:

PAY

Amount enclosed at A$0.10 per New Share

A$

Account number

Cheque amount

A$

Make your cheque or bank draft payable to Drillsearch Energy Limited Offer Account

Contact Details

Please provide your contact details in case we need to speak to you about this form
Name of contact person

Contact person’s daytime telephone number

( )




How to complete the Entitlement and Acceptance Form

Note that photocopies will not be accepted. These instructions are cross-referenced to each section of the Entitlement and
Acceptance Form.

Details of your Entitlement based on your Shareholding at 5PM EST on H
14 September 2007 are shown in box A on the front of this Entitlement and Payment Details
Acceptance Form. You can apply for shares by utilising the payment options detailed below.

By making your payment using either electronic means or by cheque, bank draft

B New Shares Accepted or money order, you confirm that you agree to all of the terms and conditions as
detailed in the enclosed offer documentation.
You can apply to accept either all or part of your Entitlement. Enter in box B the

number of New Shares you wish to accept from your Entitiement. Your cheque, money order or bank draft must be made in Australian currency
X and drawn on an Australian branch of a financial institution. Such payment must
Please ensure you complete Section B on the bottom of the form. be made payable to Drillsearch Energy Limited Offer Account and crossed “Not
Negotiable”. Payments not properly drawn may be rejected.
Acceptance Monies Cheques will be processed on the day of receipt and as such, sufficient cleared
funds must be held in your account as cheques returned unpaid may not be

Enter the amount of Acceptance Monies. To calculate the amount payable, multiply

the number of New Shares applied for by $0.10 re-presented and may result in your Acceptance form being rejected. Paperclip

(do not staple) your cheque(s) to the form where indicated. Cash will not be
Please ensure you complete Section D on the bottom of the form. accepted. Receipt of payment will not be forwarded.

E Contact Details

Enter the name of a contact person and telephone number. These details will
only be used in the event that the registry has a query regarding this form.

The directors reserve the right to make amendments to this form where appropriate.

Lodgement of Acceptance
If you are applying for shares and your payment is being made using BPay your payment must be received by no later than 5pm EST on 02 October 2007. It is the responsibility of the
applicant to ensure that funds submitted through BPay are received by this time.

If you are paying by cheque, bank draft or money order or B-Pay, your Entitlement and Acceptance Form must be received at the Sydney office of Computershare Investor Services Pty Limited
(CIS) by no later than 5pm EST on 02 October 2007. You should allow sufficient time for this to occur. A reply paid envelope is enclosed for Shareholders in Australia. New Zealand holders will
need to affix the appropriate postage. Return your Entitlement and Acceptance Form with cheque attached to either of the addresses listed below.

Privacy Statement

Personal information is collected on this form by CIS, as registrar for securities issuers ("the issuer"), for the purpose of maintaining registers of securityholders, facilitating distribution payments
and other corporate actions and communications. Your personal information may be disclosed to our related bodies corporate, to external service companies such as print or mail service
providers, or as otherwise required or permitted by law. If you would like details of your personal information held by CIS, or you would like to correct information that is inaccurate, incorrect or
out of date, please contact CIS. In accordance with the Corporations Act 2001, you may be sent material (including marketing material) approved by the issuer in addition to general corporate
communications. You may elect not to receive marketing material by contacting CIS. You can contact CIS using the details provided on the front of this form or E-mail
privacy@computershare.com.au

If you have any enquiries concerning this form or your entitlement, please contact CIS on 1300 850 505.
This form may not be used to notify your change of address. For information, please contact CIS on 1300 850 505 or www.computershare.com (Certificated/Issuer Sponsored Holders only).

CHESS holders must contact their Controlling Participant to notify a change of address.

] +

Payment Options:
= Biller Code: 2| By Mail
Iﬂ Ref No: P Drillsearch Energy Limited
PAY . Computershare Investor
. Services Pty Limited
Telephone & Internet Banking — BPay GPO Box 253
Call your bank, credit union or building Sydney NSW 2001
society to make this payment from your AUSTRALIA
cheque or savings account. More info:
www.bpay.com.au =
In Person:

Drillsearch Energy Limited
C/-Computershare Investor
Services Pty Limited

Level 2, 60 Carrington Street
Sydney NSW 2000

018442 - V2






