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The Avouma Platform

The pilots of service craft Surfer are
launched from the FPSO to ferry
personnel to the Avouma platform.

The Avouma Field production
manifold on the FPSO
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i n and the P

from Chairma

Dear Fellow Stockholders:

Highlights

We are glad to report that our Company,
PetroEnergy Resources Corporation
(PERC), recorded in 2007 higher
revenues and increased its proved oil
reserves from those in 2006.

Our operating income for the year rose
by 19% to $8.48 million from $7.11
million of the past year because of an
$18.16 increase in the average price of

crude oil.

Net income was $2.072 million, which
is the same level with $2.068 million
achieved in 2006, thereby maintaining
a net earning of $0.015 to every
diluted share.
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The Ebouri Platform under construction.

This seeming constancy in the net income,
in spite the rise in operating income, may
be noted as the result of the application of
an increased depletion rate, which in turn,

increased our expenses.

Gabon Oil Reserves Increased

We also continued to replace our produced
reserves during 2007 in Gabon. The Avouma-
South Tchibala Oil Field came to production
with reserves of 7.6 million barrels, thereby
raising our total proved reserves to 25.6
million barrels as of January 2007.

An ongoing program to replace the Etame-1V

vertical well with a horizontal producer would

AVOUMA

The Avouma Field
was put on stream
in January 2007 at
an initial flow rate

of 7,500 BOPD.

It is currently
producing at 12,000
BOPD, bringing total

output from the
Gabon oil fields to
23,000 BOPD.



also add 5 million barrels to the Etame
Field reserves.

As of the present, total proved plus
probable reserves (2P) in Gabon stand
at 42.7 million barrels (Netherland, Sewell
and Associates, Feb 2008).

Gabon Increased Daily Production

We continued to expand daily production
up to the current 23,000 barrels, a 27%
increase over the daily average of 18,000
barrels in 2007, which was similarly raised
by 12.5% from 16,000 barrels per day in
year 2006.

This rate is intended to be further raised
to about 25,000 barrels oil per day, as we
upgrade the processing capacity of our
production facilities to its maximum.

Surface Manifolds of production
wells ET 5H and ET 6H.

The Etbsm 1H and Eavom 2H risers as seen
from the lower deck of the Avouma platform

The Avouma Field

The development of the Avouma
Field which was the highlight of
last year’s report, was completed
in December 2006.

T'wo horizontal wells, Etbsm 1H
and Eavom 2H were put on stream
in January 2007 at an initial rate
of 7,500 BOPD.

The Avouma Field is produced from
a platform located some 19 km.
south of the Etame Field. Crude

Jrom Avouma is conveyed to the

FPSO for processing and storage,
via a 19 km. subsea pipeline.
Avouma is currently producing at
an optimized rate of 12,000 BOPD
without water and by its own
natural reservoir energy.

Gabon Third Oil Field, The Ebouri

The production platform for our third oil field,
the Ebouri Field, is expected to be installed in
July this summer, followed by development
drilling in October, with first oil expected on
the first week of December 2008.

Moreover, we anticipate extending the size of
the Ebouri Field from an initial estimated 11.1
million barrels to about 35.2 million gross
recoverable barrels with delineation drilling
this summer.

With the Ebouri online, the increase of our daily
production in Gabon should continue through
the year 2009.

We also are looking at drilling by year-end two
new prospects that are within economic reach
of our existing production facilities, with both

Surface trees of Eavom 2H and
Etbsm 1H wells on the Avouma
platform.



prospects having gross reserve potential

in excess of 40 million barrels.

Philippines Galoc, A Success

In the Philippines, the development of
reserves in the ground turned out
successfully as well in the Galoc Qil Field.
The Galoc proved reserves, based on clean-
up flow rates, are estimated at about 14
million barrels. These represent a 75%
improvement from pre-drilling estimates of
about 8 million barrels, so that new drilling
for additional reserves is planned on the
north of the present production wells in
the next six to eighteen months.

Philippines: Exploration Blocks

We are also progressing at mapping high
potential exploration properties outside of
the Galoc Oil Field.

OCTON

Malampaya
Gas Field

SC 14C and SC 6A
Northwest Palawan

Qil fluorescence seen on Galoc
cores under the UV light.

In Service Contract 51 in the Central
Philippines, our Company and its co-
venturers, NorAsian Energy, Trans Asia
and Alcorn Gold, are studying a subs-
tantially large structure offshore Cebu
Island that could be drilled in 2009.
The structure has nine stacked target
reservoir zones, which when drilled
successfully could potentially yield

about 165 million barrels of oil.

In the Mindoro offshore Service
Contract 47 , our partners Petronas
Carigali and PNOC-EC drilled an
unsuccessful Kamia No.1 well during
September 2007. Following a
reassessment of the basin, we shifted
our hydrocarbon assessment to a
potentially large natural gas in the

vicinity of the Maniguin oil discovery.

The FPSO Rubicon Intrepid..

The Galoc Field is the
first oil producer from
sandstone reservoirs
in the Philippines.

The drillship Energy Searcher.




Arrangements had been made to tap the
services of a Canadian consultant on
unconventional natural gas exploration and

development.

In Service Contract 14 C West
Linapacan Block, we concluded the farm
out of the contract to Pitkin Petroleum of
Dallas, Texas.

Service Contract 6A, that contains the
Octon discovery, had been farmed out to
Vitol GPC Investments S.A. (Vitol).

Both farminee companies are currently
engaged in collating 3D seismic data and
drilling information from previous years in
preparation for fresh drillings in the two
two contract blocks.

Vitol is in Phase 2 of its seismic studies

and will make a decision by June 2008 to

The Ebouri Field

The Ebouri Field was discovered
in 2003 with the drilling of
Ebouri No. 1 well. Two sidetrack
wells were successfully drilled

to delineate the extent of the
productive reservoir.

With an estimated recoverable
reserves of 11.1 MMBO and the
price of crude hovering around
860 /bbl then, the Consortium
proceeded with its development
in the middle of 2006.

A platform identical with that of
Avouma is almost complete for the
scheduled delivery in May 2008.

It will be hooked up to the FPSO,
located in the Etame Field, via a
9 kilometer subsea pipeline.

The Ebouri platform is designed
to host three surface-completed
production wells, and will be

The quality of the discharged
water is strictly monitored on-site
to comply with the international
standards and the HSE regulations
of the host country.

go to a drilling phase and assume its 70%
participating interest in the contract area.

Funding Adequate

Our exploration and development activities
in Gabon are amply funded from our
operating revenues, and we can
adequately support, as well, the funding
needs of further development of the Galoc
Oil Field. We are carried free by the
farminees in the exploration projects in
the Philippines, and we anticipate that we
can finance other energy projects that we
may initiate should the opportunity

present itself in the future.

Future Expansion

In summary, as the world watches every
day the rise of crude prices, the strategy

of our Company is to pursue the drilling in

The Ebouri Field, cont'd

installed with its own first-stage
gas and water handling facilities.

While the engineering works

were proceeding, the re-mapping
of the Ebouri structure continued
using the latest re-processed 3D
data. The results indicated a north
updip extension of the Ebouri
Field which could account for

an additional recoverable reserves
of over twenty million barrels..

First oil is expected in December
2008.
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Personnel are carried down by a crane
to the Surfer for transfer to the Avouma

Plattform.

EBOURI FIELD

ETAME FIELD [\

TCHIBALA-
AVOUMA FIELD
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Gabon of estimated most-likely reserves of
over 100 million barrels in six shallow-water

prospects that we have earlier described.

In addition, our consortium is currently
studying the engineering feasibility of a large
prospect, called Prospect “A,” that had been
mapped in the deep waters west of the Etame

production area.

We also have initiated a seismic survey
program in the shallow water area east of the
Etame Field where recent drillings by other
companies have resulted to oil discoveries in

the adjacent exploration concession.

We, therefore, look forward to an
unprecedented improvement in our status as

a member of an oil-producer consortium in

Potential Recov. Reserves MMBO

PROSPECTS Win L Max
N Ebouri 17.5 241 314
SE Etame 125 27.0 35.2
N Etame-E Ebouri 141 20.4 275
SW Etame 127 17.8 235
Prospect J 3.0 9.6 14.5
Prospect M 45 6.1 7.8
Prospect A 21.2 29.9 320

Total Reserves 85.7 1349 181.9

Several prospects within reach
from the Etame and Ebouri
production facilities have been
identified with gross potential
reserves of more than 100 MMBO.

West Africa, which would lift, as well, the
financial rating of our Company in the coming

years.

As our Company continues to make progress,
we acknowledge the diligence of our officers
and staff, who had been working hard all these
years to bring our Company to its present

reputable position in the oil exploration industry.

And to you, our stockholders, who have
maintained support for all the undertakings
of PetroEnergy, we extend our appreciation
and sincere gratitude.

THANK YOU.
Rizaliﬁ [hérro MiIagrog V. R%es
Chairman of the Board President

A helicopter services the offshore
operation out of Port Gentil, the oil
logistics center in Gabon.
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