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Event

e ESG together with its JV Partner, Gastar Exploration, has entered into a Heads of Agreement (HOA) with the
APA Group to investigate options for delivery of gas from its Narrabri CSG project into the NSW market.

APA owns and operates six major pipelines across Australia including the Moomba to Sydney Pipeline
(MSP) and a number of lateral pipelines that intersect the MSP, including the Central West Pipeline (CWP).

e Under the HOA, ESG and APA will investigate construction of a lateral pipeline to connect the Narrabri CSG
Project to the existing APA pipeline network. The lateral will connect into the CWP, providing ESG early
access to the NSW gas market. While the CWP is a smaller capacity pipeline, APA will likely expand its NSW
pipeline infrastructure as the local gas industry grows, providing access for larger production volumes. As the
announcement suggests, by matching production and capacity in this manner it ensures that capital efficiency
is maintained and provides a lower tariff environment for ESG.

Impact

e The final piece in ESG's development plan has fallen into place with access to a local markets to facilitate
long term growth.

e This announcement is a significant milestone for ESG. It provides a means to monetise early
production gas prior to possible delivery into its MOU's with Macquarie Generation and Babcock & Brown. In
order to deliver into these MOU's a substantial number of wells will be drilled and brought into production. This
ramp up production gas will be well in excess of the requirements of the JV's upgraded Wilga Park Power
Station. Hence by providing a link into the NSW markets this early gas will be monetised, providing a steady
cash flow to fund further development.

e The agreement provides a means to maximise utilisation of development expenditure.

e |t provides a flexible marketing arrangement by allowing for sale of fixed quantities of gas under Gas Sales
Agreements and/or access to the spot market for sale of variable production volumes.

e ESG remains a strong BUY and provides great exposure to the emerging CSG market. We anticipate the
share price to increase significantly over the short term with 2P reserves forecast to grow from 185PJ (130PJ
net) at PEL-238 to 1300PJ (910PJ net) within 18-months.

¢ We maintain a BUY recommendation and a 12-month price target of $0.96/sh based on an evaluation
of their current 2P reserves, projected 12-month 2P reserves target, risked 3P reserves plus a DCF
based valuation of the Wilga Park Power Station.

Disclosure: Patersons Securities was the Lead Manager to the rights issue in 2005, Lead Manager for a $10M
Share Placement in Feb 2007 and Lead Manager for a $28.85M Share Placement in Sept 2007. It was paid a fee
for these services.
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IMPORTANT DISCLAIMER - THIS MAY AFFECT YOUR LEGAL RIGHTS:

This document is intended to provide general securities advice only, and has been prepared without taking account of your objectives, financial situation or
needs and therefore before acting on advice contained in this document you should consider its appropriateness having regard to your objectives, financial
situation and needs. If any advice in this document relates to the acquisition or possible acquisition of a particular financial product, you should obtain a copy
of and consider the Product Disclosure Statement for that product before making any decision.

While this document is based on the information from sources which are considered reliable, Patersons, its directors, employees and consultants do not
represent, warrant or guarantee, expressly or impliedly, that the information contained in this document is complete or accurate. Nor does Patersons accept
any responsibility to inform you of any matter that subsequently comes to its notice, which may affect any of the information contained in this document.

This document is a private communication to clients and is not intended for public circulation or for the use of any third party, without the prior approval of
Patersons.
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