ENDORSEMENT SCHEDULE

in accordance with the provisions of Section 96A (3) of the Petroleumn (Onshore) Act 1991, the

" Director-General on 18 February 2010 registered Eastern Energy Australia Pty Ltd (ACN 009
321 662), Hillgrove Energy Pty Ltd (ACN 107 654 928) and Gastar Exploration-New South

‘Wales Inc (ARBN 079 003 133) as the holders of Petroleum Production Lease No. 3 (Act
1991). '

" The transfer is subject to the 2008 Conditions set out below: '
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SCHEDULE 2
Conditions

ENVIRONMENTAL MANAGEMENT CONDITIONS
Note: Conditions 1-8 of this Lease are imposed pursuant fo Part 6

Division 2 of the Petroleum (Onshore) Act 1991 and are conditions
related to environmental management.

Environmental Harm

The Lease Holder must implement all practicable measures to prevent and/or minimise any harm to
the environment that may result from the construction, operation or rehabilitation of the
development.

Petroleum Operations Plan

a) Production operations must not be carried out otherwise than in accordance with -a Petroleum
Operations Plan (POP) which has been approved by the Director-General of the Department of
Primary Industries. .

b) The POP must:

i) identify areas that will be disturbed by operations;

i} detail the staging of specific operations;

iily identify how operations will be managed to allow closure of the site;

Iv) identify how operations will be carried out on site in order to prevent and or minimise harm to
the environment, including groundwater;

v) reflect conditions of approval under:

(1) the Environmental Planning and Assessment Act 1979;
(2) the Protection of the Environment Operations Act 1997, and
(3) any other approvals relevant fo the development including the conditions of this lease; and

vi) have regard to any relevant guidelines adopted by the Director-General.

¢} The Lease Holder may apply to the Director-General to amend an approved POP at any time.

d) 'ltis not a breach of this condition if:

i) the operations constituting the breach were necessary to comply with a lawful order or
direction given under the Petroleum (Onshore) Act 1991, the Environmental Planning and
Assessment Act 1979, Protection of the Environment Operations Act 1997 or the Occupational
Health and Safety Act 2000; and

ii) the Director-General had been nofified of the terms of the order or direction prior to the
operations constituting the breach being carried out.

Note: The Director-General is deemed fo be notified of the ferms of an order or direction if the
order or directior: was issued by the Department.

&) A POP ceases to have affect 7 years after the date of approval or other such period as specified by

- the Director-General. An approved amendment to the POP under part ¢) of this condition, does not
constitute an approval for the purpose of this paragraph unless otherwise specified by the Director-

General.
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a)

b)

Environment Management Reporting

a)

b)

c)

The Lease Holder must lodge Environmental Management Reports (EMR) with the Director-
General annually or at dates otherwise specified by the Director-General.

The EMR must:

i} report against compliance with the POP;

iiy report on progress in respect of rehabilitation complet:on criteria;

{ii) report on the extent of compliance with regulatory requirements; and

iv) have regard to any relevant guidelines adopted by the Director-General.

Additional environmental reports may be required on specific surface disturbing operations or
environmental incidents from time to time as directed in writing by the Dlrector~General and must
be lodged as instructed.

Incident reporting

a) The licence Holder must report any incidents causing or threatening material harm to the
environment in accordance with Departmental guidelines.
For the purposes of this condition, harm to the environment is material if:
i) it involves actual or potential harm to the health or safety of human beings or to ecosystems
that is not trivial, or
i} it results in actual or potential loss or property damage of an amount, or amounts in aggregate,
exceeding $10,000.
Loss includes the reasonable costs and expenses that would be incurred in taking all reasonable
and practicable measures to prevent, mitigate or make good harm to the environment.
Rehabilitation

Disturbed land must be rehabilitated to a sustainabiefagreed end land use to the satisfaction of the
Director-General.

SAFETY

Industry Codes and Standards

All operations must be carried out in conformity with the “Schedule of Onshore Petroleum
Exploration and Production Safefy Requirements” published by the Department of Primary
Industries, as amended from time to time. The Lease Holder must prepare a Safety Management
Plan in accordance with the Schedule.

The design, fabrication, installation, inspection, testing, operation and maintenance of all gas
gathering pipelines shall conform to the appropriate Australian Standards. Technical records,
inspection reporis and the results of any tests must be made available to an inspector on request.
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7 Gathering Pipelines
a}  Notice must be given to the Director-General prior to commencement of the gas gathering pipeline
installation program and while trenches are open to allow inspection prior to backfilling.
b) All gas gathering pipelines must be buried with an electronlcally conductive wire or other approved
means provided for locating the pipe.
c) All gas gathering pipelines must be surveyed and prominent markers must be installed at
appropriate intervals to show the location of these pipelines.
d) A progress report must be submitted to the Director General on or before the 15" day of each
month during construction and installation of gas gathering pipeline. '
e) The gas gathering system must be maintained free of leaks while in operation and a program
implemented to confirm this. Records to be maintained and made available to an inspecior on
request.
f} Gas gathering pipelines must not be abandoned except in a manner approved by the Director
General.
WELLS
8 Notification of Activities

The Lease Holder must provide reasonable notice of disturbing activities to potentially affected
parties prior to the commencement of activities on each site. The Lease Holder must accommodate
reasonable requests for limited rescheduling of activities.

9 Well Surveying and Logging

a) The location and height (AHD) of the collar of all wells drilled by the Lease Holder within the lease
arga must be determined to an accuracy of 1 metre, and the position of the hole within any
poteniially mineable coal seam must also be determined to an accuracy of 1 metre. This
information must be supplied to the Director-General.

b) All vertical wells must be downhole geophysically logged prior to the installation of production
casing’ with a logging suite which can.accurately determine the location and properties of all
production zones, and conventional gas reservoirs. In addition a cement bond log must be run to
confirm the integrity of the cement annulus between the wall of the well and the entire fength of the
casing. All other suites must be run for the entire length of the hole.

] in the event of horizontal wells being drilled, the Lease Holder must supply 3 dimensional co-
ordinates determining the path and track of the hole, to the satisfaction of the Director-General.

d} The lLease Holder must provide a copy of all geophysical logs to the Director-General within 14
days of completion.

10 Well Abandonment

a) . At the completion of production, steel casing must be removed from the vertical interval of any
potentially mineable coal seam as determined by the Director Coal & Petroleum Development.
Downhole geophysical surveys and/or cameras must be used to confirm the removal of all casing
throughout the prescribed interval.
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b)

. ©)

11

12

13

d)

a)

b)

A well must not be plugged and abandoned except in accordance with the Schedule of Onshore
Exploration and Production Safely Requirements, and any other guidelines in force from time to
time.

All wells must be fully sealed in accordance with the Department’s guidelines.

The Lease Holder must, within 2 weeks of the abandonment of any well, submit to the Director-
- General a report providing detaits on the following items:

i} Location of abandoned well.

i} Termination depth of drillhole and depth to worked seam.

iii) Details of drillhole diameter and casing used.

iv) Gas and water makes and composition during the drilling and production test phases. The
commencement and completion dates of each phase of the operation and the dates of any
other significant events.

v) The estimated and actual quantities of grout used to seal the drillhole.

vi} Evidence of removal of steel casing from the interval encompassing any potentlally mineable
coal seam.

IMPACT ON COAL SEAMS
Operations not to affect mineability of coal seams
The Lease Holder must undertake all activities with due regard to identifying, managing and
minimising the impact of the activities on the potential mineability of coal seams at the expiration of
the lease.
The Director-General may request the Lease Holder to provide to the Department all geological

information pertinent to the drilling of any well in the lease area. The Director-General may request
additional tests and data if required. The Lease Holder must comply with any such requests.

Well Casing
As an alternative to steel casmg, glass reinforced epoxy liners may be used across the BuII| coal
seam subject to separate approval of the Director-General.

OPERATIONS GENERALLY

Commercial Production
The Lease Holder must notify the Director-General when commercial production commences. The
notification must be in writing and must be provided to the Director General within 7 days of the
commencement of commercial production,
Commercial production in this condition means the use by or supply to any person (including the
Lease Holder) of any petroleum extracted from the Lease area for any purpose other than well

assessment, flaring or equipment testing {not resulting in the generation of energy or supply of
petroleum for commerdcial purposes).
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14 Disruption to utilities

a) If the activities carried out pursuant to this Lease will in any way impact an any utility, the Lease
Holder must inform the authority in control of the utility and provide sufficient information for the
authority to assess the proposal or its Impacts.

b) The Lease Holder must pay costs for remediation or repair of damage to utilities caused by the
Lease Holder's operations and associated activities.

GEOLOGICAL & PRODUCTION REPCRTING
15 Well Drilling

a) While a drilling activity is taking place, the Lease Holder must submit a daily drilling report to the
Director-General.

b) The Lease Holder must submit a weekly progress report containing a summary of any test results
and problems encountered. The weekly progress report must be submitted to the Director-General.

Note: These reports are in addition fo the reporting requirements under 5.1371 of the Peiroleum
(Onshore} Act and the Petroleum (Onshore) Regulation, 2007.

16 Well Assessment

The |lease holder shall submit the following reports to the Director-General within seven (7} days of
the completion of each month’s activity:-

i) Gas flow rates and compositions for each well connected to the gas gathering system; and

iy Total gas flow into the treatment facility.

17 General

The lease holder must submit to the Director-General, a copy of all reports undertaken relating to
the interpretation of the results of work carried out in the area, including geological and geophysical
reports as well as engineering reports. These reports must be submitted within six (6) months of
the completion of the assessment.

SECURITY
‘18 Security
a) The Lease Holder must lodge a security with the Minister in the sum set out in Appendix 2 for the
purpose of ensuring the fulfilment of the Lease Holder’s obligations under this licence.
b) The security may be lodged in one of the following forms:
i) cash;

i}y a security certificate in a form apprbved by the Minister and issued by an authorised deposit-
taking institution.

c) The Lease Holder must not carry out any activities under the authority conferred by this Lease
unless the Security required by this condition has been lodged with the Director-General and the
Lease Holder has received receipt of the lodgement. '
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Note: This condition is imposed pursuant to section 1 6 of the Petroleum (Onshore) Act 1991. The
amount of the securily required by this condition can be varied by written notice served on the
Lease Holder.

COOPERATION

19 - Cooperation Agreement

The lease holder must make every reasonable attempt, and be able to demonstrate their attempts,
to enter into a cooperation agreement with the holder(s) of any overlapping coal title(s). The
cooperation agreement should address but not be limited to issues such as:

access arrangements )

operational interaction procedures

dispute resolution

information exchange

well location

timing of drilling

potential resource extraction conflicts and

rehabilitation issues.
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APPENDIX 1
DESCRIPTION OF LAND COVERED BY LEASE

All land described in the attached lease plan tited PPLAS and approved XXXXXX.
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APPENDIX 2
SECURITY

Sum of security required to be lodged with Director-General: $205,000.
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