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The information in this preliminary prospectus supplement is not complete and may be changed. This preliminary prospectus
supplement and the accompanying prospectus are part of an effective registration statement filed with the Securities and Exchange
Commission. This preliminary prospectus supplement and the accompanying prospectus are not an offer to sell these securities and they
are not soliciting an offer to buy these securities in any jurisdiction where the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED JUNE 14, 2011

PRELIMINARY PROSPECTUS SUPPLEMENT

(To Prospectus dated May 27, 2011)

600,000 Shares

Gastar Exploration USA, Inc.

8.625% Series A Cumulative Preferred Securities

$23.25 Per Share

Liquidation Preference $25.00 Per Share

Guaranteed to the extent set forth herein by

Gastar Exploration Ltd.

We are offering 600,000 shares of our 8.625% Series A Cumulative Preferred Securities, par value $0.01 per share, which we refer to in this prospectus
supplement as the �Series A Preferred Securities.� The offering of Series A Preferred Securities contemplated by this prospectus supplement is the first issuance of
shares of this series by us. With respect to shares of Series A Preferred Securities issued pursuant to this prospectus supplement or any other shares of Series A
Preferred Securities issued in             , 2011, we anticipate setting the record date for a              2011 partial dividend period on             , 2011, with such initial
dividend payment to be made at the end of             , 2011. Any other subsequently issued shares of Series A Preferred Securities will become entitled to dividends
commencing on the first monthly record date following the date of issuance, and we anticipate setting record dates as of the fifteenth of every month with
dividends to be paid at the end of the month to such holders of record. Dividends will be in the amount of $2.15625 per share each year, which is equivalent to
8.625% of the $25.00 liquidation preference per share. If the Series A Preferred Securities, however, is not listed on a �National Exchange,� as defined in this
prospectus supplement, for a total of at least 180 consecutive days after the Series A Preferred Securities becomes eligible for listing on a National Exchange or if
we fail to pay cash dividends on the outstanding Series A Preferred Securities in full for any monthly dividend period within a quarterly period for a total of four
consecutive or non-consecutive quarterly periods and such dividends remain accumulated, accrued and unpaid, subject to our right to remedy these matters as
described in this prospectus supplement, investors will be entitled to receive cumulative cash dividends at the increased rate of 10.625% per annum of the $25.00
liquidation preference per share (equivalent to $2.65625 per year per share) as outlined in this prospectus supplement.

The Series A Preferred Securities will be subordinated to all of our existing and future debt and all future capital stock designated as senior to the Series A
Preferred Securities. Our parent, Gastar Exploration Ltd., will fully and unconditionally guarantee the payment of dividends that have been declared by the board
of directors of Gastar Exploration USA, Inc., amounts payable upon redemption or liquidation, dissolution or winding up, and any other amounts due with respect
to the Series A Preferred Securities, to the extent described in this prospectus supplement. Gastar Exploration Ltd.�s obligations with respect to the guarantee will
be effectively subordinated to all of its existing and future debt. Gastar Exploration Ltd.�s guarantee of the Series A Preferred Securities is further described in this
prospectus supplement under �Description of Guarantee of Preferred Securities.�

Edgar Filing: GASTAR EXPLORATION LTD - Form 424B5

Table of Contents 1



Investors in the Series A Preferred Securities generally will have no voting rights other than with respect to the authorization or creation of shares ranking senior to
the Series A Preferred Securities, matters directly impacting the rights of the holders and for certain share exchanges and other acquisitions. However, holders will
have limited voting rights if the Series A Preferred Securities are not listed on a National Exchange for at least 180 consecutive days after the shares first become
eligible for listing or if we fail to make a monthly dividend payment on the outstanding Series A Preferred Securities during a quarterly period for four or more
consecutive or non-consecutive quarters, and under certain other circumstances. The voting rights of investors in the Series A Preferred Securities are further
described in this prospectus supplement under �Description of Series A Preferred Securities � Voting Rights.�

We may not redeem the Series A Preferred Securities before             , 2014, except as described below. On or after             , 2014, we may, at our option, redeem
the Series A Preferred Securities, in whole or in part, by paying $25.00 per share, plus any accrued and unpaid dividends to the redemption date. If at any time a
�Change of Ownership or Control,� as defined in this prospectus supplement, occurs, we (or the acquiring company) will have the option to redeem the Series A
Preferred Securities, in whole but not in part, within 90 days after the date on which the Change of Ownership or Control has occurred at specified redemption
amounts as described in this prospectus supplement. The Series A Preferred Securities have no stated maturity, will not be subject to any sinking fund or other
mandatory redemption, and will not be convertible into any of our other securities.

The underwriter is selling shares of the Series A Preferred Securities offered in this prospectus supplement on a �best efforts� basis and is not required to sell any
specific number or dollar amount of the securities offered by this prospectus supplement, but will use its best efforts to sell such securities. The underwriter will
receive a commission with respect to such sales. There is no arrangement for funds to be received in escrow, trust or similar arrangement. For additional
information regarding our arrangement with the underwriter and underwriting compensation, please see �Underwriting� beginning on page S-43 of this prospectus
supplement.

There is currently no public market for the Series A Preferred Securities. Subject to issuance, we anticipate that our shares of Series A Preferred Securities will be
approved for listing on the NYSE Amex under the symbol �GST.PR.A.�

Investing in the Series A Preferred Securities involves a high degree of risk. You should carefully consider the risks relating to an investment in the
Series A Preferred Securities and each of the other risk factors described under �Risk Factors � beginning on page S-13 of this prospectus supplement, on
page 2 of the accompanying prospectus and in our reports filed with the Securities and Exchange Commission, which are incorporated by reference
herein, before you make an investment in our securities.

Per Share Total

Public Offering Price $ $
Underwriting Commissions $ $
Proceeds, Before Expenses, to Us $ $
We expect that the Series A Preferred Securities will be ready for delivery in book-entry form through The Depository Trust Company on or about               , 2011.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES COMMISSION HAS APPROVED OR
DISAPPROVED OF THESE SECURITIES OR PASSED UPON THE ADEQUACY OR ACCURACY OF THIS PROSPECTUS SUPPLEMENT OR
THE ACCOMPANYING PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

Book Running Manager

The date of this prospectus supplement is             , 2011.
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document is in two parts � the first part is this prospectus supplement, which describes the specific terms of this offering of Series A
Preferred Securities, and the second part is the accompanying prospectus, which provides more general information about us and the securities
registered thereunder, some of which may not apply to this offering. This document also includes those documents and other information
incorporated by reference in this prospectus supplement and the accompanying prospectus. This prospectus supplement and the accompanying
prospectus are part of a shelf registration statement on Form S-3 (Registration No. 333-174552) that we filed with the SEC on May 27, 2011 as
part of a �shelf� registration process. Under the shelf registration process, we may offer to sell preferred securities of Gastar Exploration USA, Inc.
from time to time, in one or more offerings, up to $200,000,000 in total aggregate offering price. Generally, when we refer to this prospectus
supplement, we are referring to both parts of this document combined, including all documents and other information incorporated by referenced
herein.

This prospectus supplement, the accompanying prospectus, and any free writing prospectus that we have authorized to be distributed to you in
connection with this offering, and the documents and other information incorporated by reference herein and therein, include important
information about us, the Series A Preferred Securities being offered hereby and other information you should know before investing in our
securities. This prospectus supplement may supplement, update or change information contained in the accompanying prospectus. To the extent
that any statement that we make in this prospectus supplement is inconsistent with statements made in the accompanying prospectus or any
documents incorporated by reference therein, the statements made in this prospectus supplement will be deemed to modify or supersede those
made in the accompanying prospectus and such documents incorporated by reference therein. We urge you to carefully read this prospectus
supplement, including the �Risk Factors,� the accompanying prospectus, any free writing prospectus that we authorize to be distributed to you, the
information incorporated by reference herein and therein (including the documents described in �Where You Can Find More Information� in both
this prospectus supplement and the accompanying prospectus), and any additional information you may need to make your investment decision,
before buying any of the securities being offered under this prospectus supplement.

In making your investment decision, you should rely only on the information contained or incorporated by reference in this prospectus
supplement, the accompanying prospectus, and any free writing prospectus we have authorized to be distributed to you in connection with this
offering. We have not, and the underwriter has not, authorized anyone to provide you with any other information. You should not rely on any
unauthorized information or representation. You should assume that the information in this prospectus supplement, the accompanying
prospectus and any free writing prospectus authorized to be distributed by us is accurate only as of the date on the front cover of the applicable
document and that any information incorporated by reference in such documents is accurate only as of the date of the document incorporated by
reference, regardless of the time of delivery of this prospectus supplement, the accompanying prospectus, any free writing prospectus or any sale
of a security. Our business, assets, financial condition, results of operations and prospects may have changed since such dates.

This prospectus supplement is an offer to sell only the securities offered hereby, and only under circumstances and in jurisdictions
where it is lawful to do so. We are not making any representation to you regarding the legality of an investment in Series A Preferred
Securities and the guarantee by you under applicable law. You should consult with your own legal advisors as to the legal, tax, business,
financial and related aspects of a purchase of the Series A Preferred Securities and the guarantee.

S-ii
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus supplement contains or incorporates by reference �forward-looking statements� within the meaning of Section 27A of the
Securities Act of 1933, as amended (the �Securities Act�), and Section 21E of the Securities Exchange Act of 1934, as amended (the �Exchange
Act�). Forward-looking statements give our current expectations or forecasts of future events. These statements can be identified by the use of
forward-looking words, including �may,� �expect,� �anticipate,� �plan,� �project,� �believe,� �estimate,� �intend,� �will,� �should� or other similar words. These
forward-looking statements are based on current expectations and beliefs concerning future developments and their potential effect on us.
Forward-looking statements may include statements that relate to, among other things, our:

� Financial position;

� Business strategy and budgets;

� Anticipated capital expenditures;

� Drilling of wells;

� Natural gas and oil reserves;

� Timing and amount of future production of natural gas and oil;

� Operating costs and other expenses;

� Cash flow and anticipated liquidity;

� Prospect development; and

� Property acquisitions and sales.
Although we believe the expectations reflected in such forward-looking statements are reasonable, we cannot assure you that such expectations
will occur. These forward-looking statements involve known and unknown risks, uncertainties and other factors (some of which are beyond our
control) that may cause our actual results, performance or achievements to be materially different from our historical experience and present
expectations or projections, or actual future results expressed or implied by the forward-looking statements. These factors include, but are not
limited to, among others:

� Low and/or declining prices for natural gas and oil;

� Demand for natural gas and oil;
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� Natural gas and oil price volatility;

� The risks associated with exploration, including cost overruns and the drilling of non-economic wells or dry holes;

� Ability to raise capital to fund capital expenditures or repay or refinance debt upon maturity;

� Ability to find, acquire, market, develop and produce new natural gas and oil properties;

� Uncertainties in the estimation of proved reserves and in the projection of future rates of production and timing of development
expenditures;

� Operating hazards attendant to the natural gas and oil business;

� Down hole drilling and completion risks that are generally not recoverable from third parties or insurance;

� Potential mechanical failure or under-performance of significant wells or pipeline mishaps;

� Adverse weather conditions;

S-iii
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� Competition in the oil and gas exploration and production industry for materials, equipment and services, such as drilling rigs,
fracture stimulation services and tubulars, well servicing equipment, gathering systems and transportation pipelines, and, relatedly,
the availability and cost of materials, equipment and services;

� The number of well locations to be drilled and the time frame in which they will be drilled;

� Delays in anticipated start-up dates;

� Actions or inactions of third-party operators of our properties;

� Ability to find and retain skilled personnel;

� Strength and financial resources of competitors;

� Potential defects in title to our properties;

� Federal and state regulatory developments and approvals;

� Losses possible from pending or future litigation;

� Environmental risks; and

� Worldwide political and economic conditions.
You should not unduly rely on the forward-looking statements contained or incorporated by reference in this prospectus supplement and the
accompanying prospectus as they speak only as of the date of this prospectus supplement or the accompanying prospectus or the date of the
document incorporated by reference herein and therein. Please see �Risk Factors� in this prospectus supplement, the accompanying prospectus and
the documents incorporated by reference herein and therein for some of the important factors that could affect our financial performance or
could cause actual results to differ materially from estimates contained in forward-looking statements.

Except as required by law, we undertake no obligation to update, revise or release any revisions to any forward-looking statement to
reflect events or circumstances occurring after the date on which such statement is made or to reflect the occurrence of unanticipated
events. New factors emerge from time to time, and it is not possible for us to predict all of these factors. Further, we cannot assess the
impact of each such factor on our business or the extent to which any factor, or combination of factors, may cause actual results to be
materially different from those contained in any forward-looking statement.

S-iv
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PROSPECTUS SUPPLEMENT SUMMARY

This summary highlights certain information about us, this offering, the Series A Preferred Securities, the guarantee and other information
appearing elsewhere in this prospectus supplement, in the accompanying prospectus and in the documents we incorporate by reference. This
summary is not complete and does not contain all of the information that you should consider before investing in our securities. To fully
understand this offering and its consequences to you, you should carefully read this entire prospectus supplement, the accompanying prospectus
and any free writing prospectus distributed by us, including the information contained under �Risk Factors� in this prospectus supplement
beginning on page S-13 and the financial statements and other information incorporated by reference into this prospectus supplement and the
accompanying prospectus, before making an investment decision.

All dollar amounts appearing in this prospectus supplement are stated in U.S. dollars and all financial data included in this prospectus
supplement has been prepared in accordance with generally accepted accounting principles in the United States (�GAAP�). Unless otherwise
stated or the context otherwise requires, all references in this prospectus supplement to �Gastar USA� refer solely to Gastar Exploration USA,
Inc., the issuer of the Series A Preferred Securities, and all references to the �Parent� refer solely to Gastar Exploration Ltd., the owner of all
of the shares of common stock of Gastar USA and the guarantor of Gastar USA�s obligations under the Series A Preferred Securities offered
hereby. All references in this prospectus supplement to the �Gastar entities,� �we,� �us,� and �our� or similar references refer to Gastar
Exploration Ltd. and its wholly-owned subsidiaries, including Gastar USA, unless otherwise stated or the context otherwise requires.

The estimates of our proved reserves as of December 31, 2010 included in this prospectus are based on the reserve report dated January 24,
2011 (the �NSAI Report�) of Netherland, Sewell & Associates, Inc., independent petroleum engineers (�NSAI�), using SEC pricing based on
the average price as of the first day of each of the twelve months ended December 31, 2010. This prospectus supplement also includes the
present value, discounted at 10% per annum, of estimated future net revenue before income tax of our estimated proved reserves, which is
referred to herein as the �PV-10.� Please see �Supplemental Oil and Gas Disclosures� for additional information regarding our reserves and
a reconciliation of PV-10, a non-GAAP financial measure, to standardized measure.

Our Company

Overview

Gastar Exploration USA, Inc. is a Delaware corporation and the primary operating subsidiary of Gastar Exploration Ltd., which owns 100% of
the common stock of Gastar Exploration USA, Inc. Gastar Exploration USA, Inc. converted from a Michigan corporation to a Delaware
corporation on May 24, 2011. Subject to issuance, we anticipate that the shares of Series A Preferred Securities will be approved for listing on
the NYSE Amex under the symbol �GST.PR.A.�

Gastar Exploration Ltd. is a corporation, incorporated in Alberta and subsisting under the Business Corporations Act (Alberta), with its common
shares (�Parent Common Stock�) listed on the NYSE Amex under the symbol �GST.� Gastar Exploration Ltd. is a holding company and
substantially all of its operations are conducted through, and substantially all of its assets are held by, its primary operating subsidiary, Gastar
Exploration USA, Inc., and its wholly-owned subsidiaries. Please see ��Organizational Chart� for a depiction of the current organizational structure
of Gastar Exploration Ltd. and its direct and indirect wholly-owned subsidiaries.

S-1
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Our Business

We are an independent energy company engaged in the exploration, development and production of natural gas and oil in the United States. Our
principal business activities include the identification, acquisition, and subsequent exploration and development of natural gas and oil properties.
Our emphasis is on unconventional natural gas reserves, such as shall resource plays, as well as prospective deep structures identified through
seismic and other analytical techniques. We are pursuing natural gas exploration in the Marcellus Shale in the Appalachian area of West Virginia
and central and southwestern Pennsylvania and the deep Bossier play in the Hilltop area in East Texas. We also conduct limited coal bed
methane development activities within the Powder River Basin of Wyoming and Montana.

As of December 31, 2010, we had estimated total proved reserves of 49.9 billion cubic feet (�Bcf�) of natural gas and 61,300 barrels of oil, or 50.3
billion cubic feet of natural gas equivalent (�Bcfe�), of which 83% were proved developed reserves. The PV-10 value of our proved reserves as of
December 31, 2010 was $67.3 million based on the SEC pricing methodology. Please see �Supplemental Oil and Gas Disclosures� for additional
information regarding our reserves and a reconciliation of PV-10, a non-GAAP financial measure, to standardized measure. For 2010, our net
daily production averaged approximately 21.0 million cubic feet of natural gas equivalent (�MMcfe�), which generated natural gas and oil
revenues of $31.6 million and for the three months ended March 31, 2011, our net daily production averaged approximately 22.6 MMcfe, which
generated natural gas and oil revenues of $10.0 million.

Our Properties

Our current operational activities are conducted primarily in the United States. As of March 31, 2011, our major assets consist of approximately
103,500 gross (73,600 net) acres in the Marcellus Shale in the Appalachian area of West Virginia and southwestern Pennsylvania, approximately
35,300 gross (19,400 net) acres in the Bossier play in the Hilltop area of East Texas and approximately 43,400 gross (19,600 net) acres in the
Powder River Basin of Wyoming and Montana.

� Appalachian Area, West Virginia and Central and Southwestern Pennsylvania. As of March 31, 2011, our leasehold position in
this area encompassed approximately 103,500 gross (73,600 net) acres, of which 41,500 gross (19,000 net) acres are included in the
Atinum Joint Venture (described below). For the three months ended March 31, 2011, net production from the Appalachian area
averaged 0.7 MMcfe per day. At December 31, 2010, proved reserves attributable to the Appalachia area were approximately 2.8
Bcfe, representing 6% of our total proved reserves.

� Hilltop Area, East Texas. The majority of our activities in the first quarter of 2011 have been in the Bossier play in the Hilltop area
of East Texas. As of March 31, 2011, our leasehold position in this area encompassed approximately 35,300 gross (19,400 net) acres.
For the three months ended March 31, 2011, net production from the Hilltop area averaged 20.4 MMcfe per day. At December 31,
2010, proved reserves attributable to the Hilltop area were approximately 45.0 Bcfe, representing 90% of our total proved reserves
and 83% of which is proved developed.

� Powder River Basin, Wyoming and Montana. As of March 31, 2011, we owned an average non-operated working interest of
approximately 40% in approximately 43,400 gross (19,600 net) acres within the Powder River Basin of Wyoming and Montana. Due
to low natural gas prices in the area, we decreased our drilling activity and reduced compression in this area during 2010, as a result
of which our Powder River Basin production averaged 1.4 MMcfe per day for the three months ended March 31, 2011.

On September 21, 2010, we entered into a joint venture (the �Atinum Joint Venture�) with an affiliate of Atinum Partners Co., Ltd. (�Atinum�), a
Korean investment firm, pursuant to which we assigned to Atinum an

S-2
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initial 21.43% interest in all of our existing Marcellus Shale assets in West Virginia and Pennsylvania, consisting of approximately 37,600 gross
(34,200 net) acres and a 50% working interest in 16 producing shallow conventional wells and one non-producing vertical Marcellus Shale well
(the �Atinum Joint Venture Assets�) for total consideration of $70.0 million. Atinum paid us approximately $30.0 million in cash at closing on
November 1, 2010 and will pay the additional $40.0 million in the form of a �drilling carry� by funding 75% of our 50% share of drilling,
completion and infrastructure costs, in addition to its obligation to fund its 50% share of those same costs. Upon completion of the funding of the
drilling carry, we will make additional assignments, as necessary, to Atinum as a result of which Atinum will own a 50% interest in the Atinum
Joint Venture Assets. As of March 31, 2011, approximately $37.0 million of drilling carry obligation remained outstanding.

The Atinum Joint Venture is pursuing an initial three-year development program that calls for the partners to drill a minimum of 12 horizontal
wells in 2011 and 24 horizontal wells in each of 2012 and 2013. An initial Area of Mutual Interest (�AMI�) has been established for potential
additional acreage acquisitions in Ohio and New York along with the counties in West Virginia and Pennsylvania in which the existing Atinum
Joint Venture Assets are located. Within the initial AMI, we will act as operator and are obligated to offer any future lease acquisitions to
Atinum on a 50/50 basis, and Atinum will pay us on an annual basis an amount equal to 10% of lease bonuses and third party leasing costs up to
$20.0 million and 5% of such costs on activities above $20.0 million. Until June 30, 2011, Atinum will also have the right to participate in any
future leasehold acquisitions made by us outside of the initial AMI and within West Virginia or Pennsylvania on terms identical to those
governing the existing Atinum Joint Venture.

Our Strategy

Our strategy is to increase stockholder value by delivering sustainable reserves growth and improved operating results from our existing assets.
We recognize that there may be periods, such as the recent economic downturn or declines in product prices that make it difficult to fully
execute this strategy on a short-term basis. We intend to implement our strategy by focusing on:

� Continued Exploitation of Existing Marcellus Shale and East Texas Assets with a Focus on Areas that We Believe are
Prospective for Natural Gas and Oil. During 2010 and through the first quarter of 2011, we increased our acreage exposure to
approximately 103,500 gross (73,600 net) acres and drilling activities in the Marcellus Shale, and we intend to continue to do so
throughout the remainder of 2011. We also have identified numerous potential drilling locations on our East Texas acreage position
at March 31, 2011 of 35,300 gross (19,400 net) acres that provide opportunities to increase production and cash flow through the
drilling of potentially high return Bossier wells.

� Active Management of Our Domestic Drilling Program. We believe operating a large portion of our Marcellus Shale and East
Texas properties enables us to control the timing and cost of our drilling budget as well as control operating costs and the marketing
of our production. We have assembled an experienced team of operating professionals with the specialized skills needed to plan and
execute the drilling and completion of the deep, high-temperature and high-pressure wells targeting the deep Bossier formation. We
believe the expansion of our net acreage in the Marcellus Shale and entry into the Atinum Joint Venture during 2010, coupled with
our own successful Marcellus Shale completion and offset operator success, will provide us with a multi-year inventory of drilling
opportunities in that area. Further, our drilling activity during 2010 in East Texas expanded our acreage that is prospective for future
drilling and confirmed our belief that we have multiple years of drilling opportunities remaining in this area.

� Effective Management and Utilization of Technological Expertise. We believe that 3-D seismic analysis, enhanced natural gas
recovery processes, horizontal drilling and other advanced drilling technologies and production techniques are valuable tools that
improve drilling results and ultimately enhance production and returns. We believe that utilizing these technologies and production
techniques
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in exploring for, developing and exploiting natural gas and oil properties have helped us reduce drilling risks, lower finding costs and
provide for more efficient production of natural gas and oil from our properties.

Recent Developments

Amendment to Gastar USA�s Revolving Credit Facility

On June 14, 2011, Gastar USA, together with the Company and certain of its subsidiaries as guarantors, the lenders party thereto, and Amegy
Bank National Association as administrative agent, entered into the Third Amendment to Amended and Restated Credit Agreement (the �Third
Amendment�) amending that certain Amended and Restated Credit Agreement dated October 28, 2009 (as amended by that certain Consent and
First Amendment to Amended and Restated Credit Agreement dated November 20, 2009 and that certain Second Amendment to Amended and
Restated Credit Agreement dated June 24, 2010, and as further amended by this Third Amendment, the �Credit Agreement�). The Third
Amendment amended the Credit Agreement, by, among other things, allowing Gastar USA to (i) issue Series A Preferred Securities from time to
time, including Series A Preferred Securities issued for purposes of paying interest in kind to the Company; as long as no default exists or would
result from such payment and availability under the Credit Agreement equals at least 10% of the then-existing borrowing base under the Credit
Agreement, (A) pay cash dividends on the Series A Preferred Securities of no more than $10 million in the aggregate in each calendar year;
(B) pay cash dividends due on the Series A Preferred Securities or redeem the Series A Preferred Securities out of the proceeds of issuances of
common stock by Gastar USA or Parent Common Stock; and (C) redeem the Series A Preferred Securities with retained earnings of Gastar USA
or the proceeds of a loan or advance to or an investment in Gastar USA made with retained earnings of the Company, and (iii) pay dividends on
the Series A Preferred Securities with additional shares of Series A Preferred Securities, shares of common stock of the Company, or, after an
initial public offering thereof, shares of common stock of Gastar US. Additionally, the Third Amendment allows the Company to guarantee the
obligations of Gastar USA with respect to the Series A Preferred Securities.

Conversion of Gastar USA to Delaware Corporation

On May 24, 2011, Gastar USA converted from a Michigan corporation to a Delaware corporation (the �Conversion�). Following the Conversion,
Gastar USA�s new Delaware certificate of incorporation allows Gastar USA to issue 10,000,000 shares of preferred stock, with $0.01 par value.

Corporate Information

Our principal executive office is located at 1331 Lamar Street, Suite 650, Houston, Texas 77010, and our telephone number at that address is
(713) 739-1800. Our website address is www.gastar.com. Information contained on or accessible through our website or about us on any other
website is not incorporated by reference into this prospectus supplement and does not constitute a part of this prospectus supplement.

S-4
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Organizational Structure

The following chart depicts our current organizational structure:
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The Offering

The following is a brief summary of certain terms of the Series A Preferred Securities and this offering. For a more complete description of the
terms of the Series A Preferred Securities, see �Description of Series A Preferred Securities� beginning on page S-24 of this prospectus
supplement and �Description of Preferred Securities� beginning on page 7 of the accompanying prospectus.

Issuer Gastar Exploration USA, Inc.

Guarantor Gastar Exploration Ltd.

Securities Offered 600,000 shares of 8.625% Series A Preferred Securities, par value $0.01 per share

Guarantee Parent will fully and unconditionally guarantee the payment of dividends that have been
declared by the board of directors of Gastar USA (the �Gastar USA Board�), amounts
payable upon redemption or liquidation, dissolution or winding up, and any other
amounts due with respect to the Series A Preferred Securities, to the extent described in
this prospectus supplement. For a more complete description of the terms of the Parent
Guarantee, see �Description of Guarantee of Preferred Securities� beginning on page S-34
of this prospectus supplement and �Description of Guarantee of Preferred Securities�
beginning on page 8 of the accompanying prospectus.

Best Efforts The underwriter is selling shares of the Series A Preferred Securities offered in this
prospectus supplement on a �best efforts� basis and is not required to sell any specific
number or dollar amount of the securities offered by this prospectus supplement, but will
use its best efforts to sell such securities. However, one of the conditions to Gastar USA�s
obligation to sell any of the shares of Series A Preferred Securities through the
underwriter is that, upon the closing of the offering, the shares would qualify for listing
on the NYSE Amex. In order to list, the NYSE Amex requires that at least 100,000 shares
of Series A Preferred Securities be outstanding and the shares must be held in the
aggregate by at least 100 round lot stockholders holding an aggregate of at least
$2,000,000 in shares.

Dividends Holders of the Series A Preferred Securities will be entitled to receive, when and as
declared by the Gastar USA Board, out of funds legally available for the payment of
dividends, cumulative cash dividends on the Series A Preferred Securities at a rate of
8.625% per annum of the $25.00 liquidation preference per share (equivalent to $2.15625
per annum per share).

Under certain conditions relating to non-payment of dividends on the Series A Preferred
Securities or if the Series A Preferred Securities are no longer listed on a National
Exchange, the dividend rate on the Series A Preferred Securities may increase to
10.625% per annum, which is referred to as the �Penalty Rate.�
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Dividends will generally be payable monthly in arrears on the last day of each calendar
month.

Dividends on the Series A Preferred Securities will accrue regardless of whether:

�the terms of any Senior Shares (as defined below) issued by Gastar USA or
agreements of Gastar USA, including any documents governing Gastar USA�s
indebtedness, at any time prohibit the current payment of dividends;

�Gastar USA has earnings;

�there are funds legally available for the payment of such dividends; or

�such dividends are declared by the Gastar USA Board.

All payments of dividends made to the holders of Series A Preferred Securities will be
credited against the previously accrued dividends on such shares of Series A Preferred
Securities. Gastar USA will credit any dividends paid on the Series A Preferred Securities
first to the earliest accrued and unpaid dividend due.

Penalties as a Result of Failure to Maintain a Listing
on a National Exchange

Once the Series A Preferred Securities are eligible for listing, if Gastar USA fails to
maintain a listing of the Series A Preferred Securities on the New York Stock Exchange,
the NYSE Amex or The NASDAQ Global, Global Select or Capital Market, or a
comparable national exchange (each a �National Exchange�), for 180 consecutive days,
then (i) the annual dividend rate on the Series A Preferred Securities will be increased to
the Penalty Rate on the 181st day, and (ii) the holders of Series A Preferred Securities,
voting separately as a class with holders of all other series of Parity Shares (as defined
under �� Ranking� below) upon which like voting rights have been conferred and are
exercisable, will have the right to elect two directors to serve on the Gastar USA Board in
addition to those directors then serving on such Board. Such increased dividend rate and
director service will continue for so long the Series A Preferred Securities are not listed
on a National Exchange.

The amended and restated bylaws of Gastar USA provide that the number of directors on
the Gastar USA Board shall be fixed from time to time by a majority of the Gastar USA
Board and vacancies resulting from newly created directorships may be filled by a
majority of the Gastar USA Board. Because the Parent owns all of the common stock of
Gastar USA and controls Gastar USA, Gastar USA presently only has one director, the
Chief Executive Officer of Parent. In the event that the holders of Series A Preferred
Securities and any other voting Parity Shares exercise any right to elect two directors to
serve on the Gastar USA Board, the existing Gastar USA Board may,
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pursuant to the provisions of Gastar USA�s bylaws, (i) increase the number of directors on
the Gastar USA Board to a number that would allow the directors elected by the holders
of the common stock of Gastar USA or appointed by the existing Gastar USA Board to
fill the newly created directorships to constitute at least a majority of the Gastar USA
Board and (ii) fill those vacancies prior to any such election by the holders of Series A
Preferred Securities and other voting Parity Shares.

Penalties as a Result of Failure to Pay Dividends If, at any time, there is a dividend default because cash dividends on the outstanding
Series A Preferred Securities are accrued but not paid in full for any monthly dividend
period within a quarterly period for a total of four consecutive or non-consecutive
quarterly periods, then, (i) the annual dividend rate on the Series A Preferred Securities
will be increased to the Penalty Rate commencing on the first day after the dividend
payment date on which such dividend default occurs; (ii) if the dividends are not paid in
cash, then dividends on the Series A Preferred Securities, including all accrued but
unpaid dividends, will be paid by issuing to the holders thereof: (a) if Gastar USA�s
common stock is then listed on a National Exchange and to the extent permitted under the
rules of the National Exchange on which such shares are listed, registered common stock
of Gastar USA (based on the weighted average daily trading price for the 10 business day
period ending on the business day immediately preceding the payment) and cash in lieu
of any fractional share or (b) if Gastar USA�s common stock is not listed on a National
Exchange, either, at Gastar USA�s election, (x) additional shares of Series A Preferred
Securities with a liquidation value equal to the amount of the dividend and cash in lieu of
any fractional share or (y) if the Parent Common Stock is then listed on a National
Exchange, Parent owns a majority of the voting stock of Gastar USA and to the extent
permitted under applicable securities laws and the rules of the National Exchange on
which such shares are listed, registered shares of Parent Common Stock (based on the
weighted average daily trading price for the 10 business day period ending on the
business day immediately preceding the payment) and cash in lieu of any fractional
shares of Parent Common Stock, provided that the Parent consents to such issuance of
registered shares of Parent Common Stock; and (iii) the holders of Series A Preferred
Securities, voting separately as a class with holders of all other series of Parity Shares
upon which like voting rights have been conferred and are exercisable, will have the right
to elect two directors to serve on the Gastar USA Board, in addition to those directors
then serving on such Board. Once all of the accumulated and unpaid dividends on the
Series A Preferred Securities have been paid in full and cash dividends at the Penalty
Rate have been paid in full for an additional two consecutive quarters, the dividend rate
will be restored to the stated rate and the term of office of all directors so elected will
terminate with the termination of such voting rights. The foregoing provisions will not be
applicable
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unless there is again a failure to pay a monthly dividend during any future quarter.

The amended and restated bylaws of Gastar USA provide that the number of directors on
the Gastar USA Board shall be fixed from time to time by a majority of the Gastar USA
Board and vacancies resulting from newly created directorships may be filled by a
majority of the Gastar USA Board. Because the Parent owns all of the common stock of
Gastar USA and controls Gastar USA, Gastar USA presently only has one director, the
Chief Executive Officer of Parent. In the event that the holders of Series A Preferred
Securities and any other voting Parity Shares exercise any right to elect two directors to
serve on the Gastar USA Board, the existing Gastar USA Board may, pursuant to the
provisions of Gastar USA�s bylaws, (i) increase the number of directors on the Gastar
USA Board to a number that would allow the directors elected by the holders of the
common stock of Gastar USA or appointed by the existing Gastar USA Board to fill the
newly created directorships to constitute at least a majority of the Gastar USA Board and
(ii) fill those vacancies prior to any such election by the holders of Series A Preferred
Securities and other voting Parity Shares.

Optional Redemption Gastar USA may not redeem the Series A Preferred Securities prior to                     , 2014
except pursuant to the special redemption upon a Change of Ownership or Control
discussed below. On and after , 2014, Gastar USA may redeem the Series A Preferred
Securities for cash at Gastar USA�s option, from time to time, in whole or in part, at a
redemption price of $25.00 per share, plus accrued and unpaid dividends (whether or not
earned or declared) to the redemption date.

Special Redemption upon Change of Ownership or
Control

Following a �Change of Ownership or Control� of us or the Parent by a person, entity or
group, Gastar USA (or the acquiring entity) will have the option to redeem the Series A
Preferred Securities, in whole but not in part, within 90 days after the date on which the
Change of Ownership or Control has occurred, for cash at the following price per share,
plus accrued and unpaid dividends (whether or not declared), up to the redemption date:

Redemption Date
Redemption

Price
Prior to                     , 2012 $ 25.75
On or after                 , 2012 and prior to                 , 2013 $ 25.50
On or after                 , 2013 and prior to                 , 2014 $ 25.25
After                     , 2014 $ 25.00

To see how we define �Change of Ownership or Control,� please see �Description of Series
A Preferred Securities � Redemption � Special Redemption upon Change of Ownership or
Control.�
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Ranking The Series A Preferred Securities will rank: (i) senior to the common stock and any other
equity securities that Gastar USA may issue in the future, the terms of which specifically
provide that such equity securities rank junior to such Series A Preferred Securities, in
each case with respect to payment of dividends and amounts upon liquidation, dissolution
or winding up, referred to as �Junior Shares,� (ii) equal to any shares of equity securities
that Gastar USA may issue in the future, the terms of which specifically provide that such
equity securities rank on par with such Series A Preferred Securities, in each case with
respect to payment of dividends and amounts upon liquidation, dissolution or winding up,
referred to as �Parity Shares,� (iii) junior to all other equity securities issued by us, the
terms of which specifically provide that such equity securities rank senior to such Series
A Preferred Securities, in each case with respect to payment of dividends and amounts
upon liquidation, dissolution or winding up (any such issuance would require the
affirmative vote of the holders of at least two-thirds of the outstanding shares of Series A
Preferred Securities), referred to as �Senior Shares,� and (iv) junior to all of Gastar USA�s
existing and future indebtedness.

The Parent�s guarantee of the Series A Preferred Securities will be the subordinated
obligation of the Parent and will rank junior to all of its existing and future debt. See
�Description of Guarantee of Preferred Securities.�

As of March 31, 2011, Gastar USA had outstanding indebtedness of $20.0 million,
including $20.0 million of secured indebtedness. As of March 31, 2011, the Parent had no
outstanding indebtedness other than its guarantee of $20.0 million of outstanding
indebtedness of Gastar USA.

Liquidation Preference If Gastar USA liquidates, dissolves or winds up its operations, the holders of the Series A
Preferred Securities will have the right to receive $25.00 per share, plus all accrued and
unpaid dividends (whether or not earned or declared) to and including the date of
payment, before any payments are made to the holders of Gastar USA�s common stock
and any other Junior Shares. The rights of the holders of the Series A Preferred Securities
to receive the liquidation preference will be subject to the proportionate rights of holders
of each other future series or class of Parity Shares and subordinate to the rights of Senior
Shares.

No Maturity or Mandatory The Series A Preferred Securities does not have any stated maturity redemption date and
will not be subject to any sinking fund or mandatory redemption provisions except for
redemption at Gastar USA�s option (or the option of the acquiring entity) under some
circumstances upon a Change of Ownership or Control as described above or after
                    , 2014.
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Voting Rights Holders of the Series A Preferred Securities will generally only be entitled to vote on
certain acquisitions and share exchange transactions and changes that would be materially
adverse to the rights of holders of Series A Preferred Securities. However, if cash
dividends on any outstanding Series A Preferred Securities have not been paid in full for
any monthly dividend period for any four consecutive or non-consecutive quarterly
periods, or if Gastar USA fails to maintain the listing of the Series A Preferred Securities
on a National Exchange for at least 180 consecutive days after the Series A Preferred
Securities becomes eligible for listing on a National Exchange, the holders of the Series
A Preferred Securities, voting separately as a class with holders of all other series of
Parity Shares upon which like voting rights have been conferred and are exercisable, will
have the right to elect two directors to serve on the Gastar USA Board in addition to those
directors then serving on the Gastar USA Board until such time as the Series A Preferred
Securities becomes listed on a National Exchange or the dividend arrearage is eliminated.

Additionally, the affirmative consent of holders of at least 66 2/3% of the outstanding
Series A Preferred Securities will be required for the issuance of any Senior Shares or for
amendments to Gastar USA�s certificate of incorporation by merger or otherwise that
would affect adversely the rights of holders of the Series A Preferred Securities. For more
information regarding the voting rights of the Series A Preferred Securities, please see
�Description of Series A Preferred Securities�Voting Rights.�

Material U.S. Federal Income Tax Consequences The material U.S. federal income tax consequences of purchasing, owning and disposing
of Series A Preferred Securities are described in �Material U.S. Federal Income Tax
Consequences� beginning on page S-36 of this prospective supplement. You should
consult your tax advisor with respect to the U.S. federal income tax consequences of
owning the Series A Preferred Securities in light of your own particular situation and
with respect to any tax consequences arising under the laws of any state, local, foreign or
other taxing jurisdiction.

Listing, Market for Series A Preferred Securities Subject to issuance, Gastar USA anticipates that the shares of Series A Preferred
Securities will be approved for listing on the NYSE Amex under the symbol �GST.PR.A.�
There is no established public trading market for the Series A Preferred Securities and
such a market may not develop.

Form The Series A Preferred Securities will be issued and maintained in book-entry form
registered in the name of the nominee of The Depository Trust Company, except under
limited circumstances.
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No Conversion Rights The Series A Preferred Securities are not convertible into, or exchangeable for, any of
Gastar USA�s other property or securities or that of its Parent or its subsidiaries.

Use of Proceeds We estimate that, in the event that shares offered hereunder are sold at $23.25 per share,
the net proceeds from this offering will be approximately $ million, after deducting the
underwriting commissions and estimated offering expenses payable by us. We intend to
use the net proceeds from the sale of the securities offered by us under this prospectus
supplement to repay borrowings under Gastar USA�s revolving credit facility, which were
incurred to pay for our capital expenditure program and for general corporate purposes.
Any remaining net proceeds will be used to fund additional capital expenditures or to
provide working capital for general corporate purposes. The precise amount and timing of
the application of such proceeds will depend upon Gastar USA�s funding requirements
and the availability and cost of other funds.

Risk Factors Investing in the Series A Preferred Securities involves certain risks. You should carefully
consider the information set forth in the section of this prospectus supplement titled �Risk
Factors,� in the Parent�s reports filed with the SEC, which are incorporated by reference
herein, and the other information included in or incorporated in this prospectus
supplement, before deciding whether to invest in our Series A Preferred Securities.
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RISK FACTORS

An investment in our securities involves a high degree of risk. You should carefully consider the following risks and all of the other information
included or incorporated by reference in this prospectus supplement, including but not limited to the risk factors included in the Company�s
Form 10-K filed with the SEC on March 10, 2011, and the accompanying prospectus before making an investment decision. Additional risks
related to us and our securities may be in our other filings with the SEC pursuant to Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act. In
evaluating us, the factors described below should be considered carefully. The occurrence of one or more of these events could significantly and
adversely affect our business, prospects, financial condition, results of operations and cash flows. The trading price of our Series A Preferred
Securities could decline due to any of these risks, and you may lose all or part of your investment.

Risks Relating to This Offering

The Series A Preferred Securities are a new issuance of securities and does not have an established trading market, which may negatively
affect its market value and your ability to transfer or sell your shares; the Series A Preferred Securities have no stated maturity date.

The shares of Series A Preferred Securities are a new issuance of securities with no established trading market. Since the securities have no
stated maturity date, investors seeking liquidity will be limited to selling their shares in the secondary market. Subject to issuance, we anticipate
that our shares of Series A Preferred Securities will be approved for listing on the NYSE Amex under the symbol �GST.PR.A.� An active trading
market for the shares may not develop or, even if it develops, may not last, in which case the trading price of the shares could be adversely
affected and your ability to transfer your shares of Series A Preferred Securities will be limited.

The market value of the Series A Preferred Securities could be adversely affected by various factors.

The trading price of the shares of Series A Preferred Securities may depend on many factors, including:

� market liquidity;

� prevailing interest rates;

� the market for similar securities;

� general economic conditions; and

� our financial condition, performance and prospects.
For example, higher market interest rates could cause the market price of the Series A Preferred Securities to decrease.

Gastar USA could be prevented from paying cash dividends on the Series A Preferred Securities.

Although dividends on the Series A Preferred Securities are cumulative and arrearages will accrue until paid, you will only receive cash
dividends on the Series A Preferred Securities if Gastar USA has funds legally available for the payment of dividends and such payment is not
restricted or prohibited by law, the terms of any Senior Shares or the terms of any of its agreements, including the documents governing its
indebtedness.

Under Delaware law, cash dividends on capital stock may only be paid from �surplus� or, if there is no �surplus,� from the corporation�s net profits
for the then-current or the preceding fiscal year. Unless Gastar USA operates profitably, its ability to pay cash dividends on the Series A
Preferred Securities would require the availability of adequate �surplus,� which is defined as the excess, if any, of net assets (total assets less total
liabilities) over capital. Gastar USA�s business may not generate sufficient cash flow from operations to enable us it pay dividends on the Series
A Preferred Securities when payable. Further, even if adequate surplus is available to pay cash dividends on the Series A Preferred Securities,
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Gastar USA�s revolving credit facility, which is guaranteed by the Parent as well as Gastar USA�s subsidiaries, contains covenants that prohibit
the Gastar entities from (i) paying cash dividends or dividends paid in equity interests if a default or an event of default exists at the time of, or
would be caused by, such payment and (ii) paying any cash dividends due on the Series A Preferred Securities in excess of $10 million in the
aggregate each calendar year. As such, Gastar USA could become unable, on a temporary or permanent basis, to pay dividends, either in cash or
in kind, on the shares of Series A Preferred Securities. Future debt, contractual covenants or arrangements that Gastar USA may enter into in the
future may also restrict or prevent future dividend payments.

The payment of any future dividends will be determined by the Gastar USA Board in light of conditions then existing, including earnings,
financial condition, capital requirements, restrictions in financing agreements, business conditions and other factors affecting us as a whole.
Accordingly, there is no guarantee that we will be able to pay any dividends on the Series A Preferred Securities.

As a holding company, the Parent depends on the ability of its subsidiaries to transfer funds to it to meet its debt service and other
obligations, including with respect to its guarantee of the Series A Preferred Securities.

The Parent is a holding company and has substantially no direct operations or significant assets, other than the equity interest of its subsidiaries.
Accordingly, the Parent depends on its subsidiaries, including Gastar USA, its primary operating subsidiary, for dividends and other payments to
generate the funds necessary to meet its debt service and other obligations. The Parent�s ability to satisfy its obligations under the guarantee of
the Series A Preferred Securities will depend on the receipt of distributions and other payments from Gastar USA and its subsidiaries. The
ability of Gastar USA and its subsidiaries to pay dividends, interest payments, loans and other distributions to the Parent is limited by the terms
of the revolving credit facility, as well as by such subsidiaries� operating results.

Your rights with respect to the payment of dividends are limited. In the event Gastar USA is unable to pay cash dividends, you may receive
additional Series A Preferred Securities, Gastar USA common stock or Parent Common Stock.

Your rights with respect to the payment of dividends are limited. In the event Gastar USA is unable to pay cash dividends, the dividends will be
paid in shares of additional Series A Preferred Securities, Gastar USA common stock or Parent Common Stock. Although the payment of such
equity interests is designed to be equivalent to the value of the cash dividend then owed, the value of any such equity interests issued in lieu of
cash may not be sufficient to adequately compensate you for your investment. In the event Gastar USA were to pay dividends in additional
Series A Preferred Securities, Gastar USA common stock or Parent Common Stock rather than cash, the price of our Series A Preferred
Securities may be depressed at such time. Additional issuances and sales of Series A Preferred Securities, Gastar USA common stock or Parent
Common Stock, or the perception that such issuances and sales could occur, may cause prevailing market prices for such securities to decline.

In order to issue shares of common stock of Gastar USA, such shares would need to be registered with and approved for listing on the NYSE
Amex. There can be no assurance that Gastar USA would be successful in registering such shares on the NYSE Amex. Additionally, if listed on
the NYSE Amex, Gastar USA�s ability to pay dividends on the Series A Preferred Securities in shares of Gastar USA common stock would be
limited by Section 713(a) of the NYSE Amex Company Guide (�Section 713�). Section 713 limits a listed company�s ability to issue shares of
common stock representing more than 20% of its outstanding shares immediately prior to such issuance, without shareholder approval, subject
to certain exceptions. Furthermore, Gastar USA must obtain the consent of Parent in order to use shares of the Parent Common Stock as
payment of dividends on the Series A Preferred Securities and Section 713 would likewise limit the Parent�s ability to issue shares of Parent
Common Stock in payment of dividends.
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The Series A Preferred Securities have not been rated and our payment obligations with respect to the shares of Series A Preferred
Securities, including under the Parent guarantee, will be effectively subordinated to all of the existing and future debt of Gastar USA and
Parent.

The Series A Preferred Securities have not been rated by any nationally recognized statistical rating organization. In addition, with respect to
dividend rights and rights upon our liquidation, winding-up or dissolution, the Series A Preferred Securities will be subordinated to all of Gastar
USA�s existing and future debt and all future capital stock designated as senior to the Series A Preferred Securities. Similarly, the guarantee of
the Series A Preferred Securities will effectively rank junior to any existing and future debt of the Parent. As of March 31, 2011, the total
outstanding indebtedness of Gastar USA was approximately $20 million. The Parent has no outstanding indebtedness other than its guarantee of
Gastar USA�s outstanding indebtedness under the revolving credit facility. We may incur additional indebtedness in the future to finance
potential acquisitions or the development of new properties and the terms of the Series A Preferred Securities do not require us to obtain the
approval of the holders of the Series A Preferred Securities prior to incurring additional indebtedness. As a result, our existing and future
indebtedness may be subject to restrictive covenants or other provisions that may prevent or otherwise limit our ability to make dividend or
liquidation payments on the Series A Preferred Securities. Upon our liquidation, our obligations to our creditors would rank senior to the Series
A Preferred Securities and would be required to be paid before any payments could be made to holders of the Series A Preferred Securities.

A court could cancel the Series A Preferred Securities or the guarantee of our Parent under fraudulent conveyance laws or certain other
circumstances.

Our issuance of the Series A Preferred Securities by our current and future subsidiaries and our Parent may be subject to review under federal or
state fraudulent transfer or similar laws.

Gastar USA�s obligations with respect to the Series A Preferred Securities are guaranteed by the Parent. The Parent guarantee may be subject to
legal challenge and review based on various laws and defenses relating to fraudulent conveyance or transfer, voidable preferences, financial
assistance, corporate purpose, capital maintenance, the payment of legally sufficient consideration and other laws and defenses affecting the
rights of creditors generally. The laws of various jurisdictions, including the jurisdictions in which the Parent is organized and those in which the
Parent owns assets or otherwise conducts business, may be applicable to the Parent guarantee. Accordingly, there can be no assurance that a
third party creditor or bankruptcy trustee would not challenge the Parent guarantee in court and prevail in whole or in part.

Although laws differ among various jurisdictions, in general, under fraudulent conveyance or transfer laws, a court could void or subordinate the
Series A Preferred Securities or the Parent guarantee if it found that:

� Gastar USA or the Parent intended to hinder, delay or defraud our creditors;

� Gastar USA or the Parent knew or should have known that the transactions were to the detriment of our creditors;

� the transactions had the effect of giving a preference to one creditor or class of creditors over another; or

� Gastar USA or the Parent did not receive fair consideration and reasonably equivalent value for incurring such indebtedness or
guarantee obligations and Gastar USA or the Parent (i) were insolvent or rendered insolvent by reason of the incurrence of such
indebtedness or obligations, (ii) were engaged or about to engage in a business or transaction for which Gastar USA�s or the Parent�s
remaining assets constituted unreasonably insufficient capital or (iii) intended to incur, or believed that Gastar USA or the Parent
would incur, debts beyond our or their ability to pay as they mature.

S-15

Edgar Filing: GASTAR EXPLORATION LTD - Form 424B5

Table of Contents 23



Table of Contents

The measure of insolvency for purposes of fraudulent transfer laws varies depending on the law applied. Generally, however, an entity would be
considered insolvent if:

� the sum of its debts, including contingent liabilities, was greater than the fair saleable value of all of its assets;

� the present fair saleable value of its assets was less than the amount that would be required to pay its existing debts and liabilities,
including contingent liabilities, as they become absolute and mature; or

� it could not or would not pay its debts as they become due.
There can be no assurance that a court would reach the conclusion that, upon the issuance of the Series A Preferred Securities and Parent
guarantee, Gastar USA and the Parent will be solvent, will have sufficient capital to carry on their business and will be able to pay their debts as
they mature. If a court were to find that the issuance of the Series A Preferred Securities and Parent guarantee was a fraudulent conveyance or
transfer or constituted an illegal preference, the court could void the payment obligations under the Series A Preferred Securities and Parent
guarantee, further subordinate the Series A Preferred Securities or the Parent guarantee to presently existing and future indebtedness of Gastar
USA or the Parent, or require the holders of the Series A Preferred Securities to repay any amounts received with respect to the Series A
Preferred Securities or Parent guarantee.

It is possible that a creditor of the Parent, or a bankruptcy trustee in the case of a bankruptcy of the Parent, may contest the validity or
enforceability of the Parent guarantee and that a court may determine that the Parent guarantee should be limited or voided. To the extent that
the Parent guarantee is determined to be void or unenforceable, or the agreed limitations on the guaranteed obligations become applicable, the
Series A Preferred Securities would not have a claim under the Parent guarantee and would accordingly be effectively subordinated to all other
liabilities of the Parent.

The guarantee by our Parent may terminate prior to the repayment of the Series A Preferred Securities.

Gastar USA�s obligations with respect to the Series A Preferred Securities are guaranteed by the Parent to the extent set forth in the Guarantee
Agreement. Under the terms of the Guarantee Agreement, the Parent guarantee will terminate if it no longer holds a majority of the voting equity
of Gastar USA. If our Parent sells all or a portion of its Gastar USA common stock, if Gastar USA issues voting equity to a third party or if there
is some reorganization or other event which causes our Parent to no longer hold a majority of the voting equity of Gastar USA , then the holders
of the Series A Preferred Stock will no longer have the benefit of the Parent guarantee.

Investors should not expect us to redeem the Series A Preferred Securities on the date the Series A Preferred Securities becomes redeemable
by the Company or on any particular date afterwards.

The shares of Series A Preferred Securities have no maturity or mandatory redemption date and are not redeemable at the option of investors
under any circumstances. By its terms, the Series A Preferred Securities may be redeemed by us at our option either in whole or in part at any
time on or after , 2011. Any decision we may make at any time to redeem the Series A Preferred Securities will depend upon, among other
things, our evaluation of our capital position, including the composition of our stockholders� equity and general market conditions at that time.

Holders of Series A Preferred Securities have extremely limited voting rights.

Except as expressly stated in the certificate of designations governing the Series A Preferred Securities, as a holder of Series A Preferred
Securities, you will not have any relative, participating, optional or other special voting rights and powers and your approval will not be required
for the taking of any corporate action. For
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example, your approval would not be required for any merger or consolidation in which we are involved or sale of all or substantially all of our
assets except to the extent that such transaction materially adversely changes the express powers, preferences, rights or privileges of the holders
of Series A Preferred Securities. None of the provisions relating to the Series A Preferred Securities contains any provisions affording the
holders of the Series A Preferred Securities protection in the event of a highly leveraged or other transaction, including a merger or the sale,
lease or conveyance of all or substantially all of our assets or business, that might adversely affect the holders of the Series A Preferred
Securities, so long as the terms and rights of the holders of Series A Preferred Securities are not materially and adversely changed. See
�Description of the Series A Preferred Securities � Voting Rights� on page S-29 of this prospectus supplement.

The issuance of future offerings of preferred securities may adversely affect the value of the Series A Preferred Securities.

Gastar USA�s certificate of incorporation currently authorizes the issuance of up to 10,000,000 shares of preferred securities in one or more series
on terms that may be determined at the time of issuance by the Gastar USA Board. Upon the completion of the offering described in this
prospectus supplement, Gastar USA may sell additional shares of Series A Preferred Securities on terms that may differ from those described in
this prospectus supplement. Accordingly, Gastar USA may issue additional shares of Series A Preferred Securities and/or other classes of
preferred shares that would rank on parity with or senior to the Series A Preferred Securities as to dividend rights or rights upon liquidation,
winding up or dissolution. The issuance of additional preferred shares on parity with or, with the consent of the holders of the Series A Preferred
Securities, senior to the Series A Preferred Securities would dilute the interests of the holders of Series A Preferred Securities and any issuance
of preferred securities that is senior to the Series A Preferred Securities could affect Gastar USA�s ability to pay dividends on, redeem or pay the
liquidation preference on the Series A Preferred Securities.

This offering is being conducted on a �best efforts� basis.

The underwriter is offering the Series A Preferred Securities on a �best efforts� basis, and the underwriter is under no obligation to purchase any
shares of Series A Preferred Securities for its own account. The underwriter is not required to sell any specific number or dollar amount of
securities in this offering but will use its best efforts to sell the securities offered in this prospectus supplement. As a �best efforts� offering, there
can be no assurance that the offering contemplated hereby will ultimately be consummated.

You may be required to use other sources of funds to pay income taxes in respect of dividends received, or deemed to be received, on the
Series A Preferred Securities in certain circumstances.

If we are required to pay dividends on the Series A Preferred Securities in additional shares of Series A Preferred Securities or in shares of the
Parent�s common stock and this stock is not marketable at such time, you will be required to satisfy your income tax liability with respect to such
dividends from other sources. For additional information concerning these matters, see �Material U.S. Federal Income Tax Consequences� on page
S-36 of this prospectus supplement.

Holders of the Series A Preferred Securities may be unable to use the dividends-received deduction and may not be eligible for the
preferential tax rates applicable to �qualified dividend income.�

Distributions paid to corporate U.S. holders of the Series A Preferred Securities may be eligible for the dividends-received deduction, and
distributions paid to non-corporate U.S. holders of the Series A Preferred Securities may be subject to tax at the preferential tax rates applicable
to �qualified dividend income,� if we have current or accumulated earnings and profits, as determined for U.S. federal income tax purposes. As of
the date of this prospectus supplement, Gastar USA does not believe it has any accumulated earnings and profits for U.S. federal income tax
purposes. Additionally, we may not have sufficient current earnings and profits during future fiscal years for the distributions on the Series A
Preferred Securities to qualify as dividends for U.S. federal
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income tax purposes. If the distributions fail to qualify as dividends, U.S. holders would be unable to use the dividends-received deduction and
may not be eligible for the preferential tax rates applicable to �qualified dividend income.� If any distributions on the Series A Preferred Securities
with respect to any fiscal year are not eligible for the dividends-received deduction or preferential tax rates applicable to �qualified dividend
income� because of insufficient current or accumulated earnings and profits, it is possible that the market value of the Series A Preferred
Securities might decline. For additional information concerning these matters, see �Material U.S. Federal Income Tax Consequences� on page
S-36 of this prospectus supplement.

Non-U.S. holders may be subject to U.S. income tax with respect to gain on disposition of their Series A Preferred Securities.

If Gastar USA is a U.S. real property holding corporation at any time within the five-year period preceding a disposition of Series A Preferred
Securities by a non-U.S. holder or the holder�s holding period of the stock disposed of, whichever period is shorter, such non-U.S. holder may be
subject to U.S. federal income tax with respect to gain on such disposition. Gastar USA believes that it is a U.S. real property holding
corporation. However, so long as the Series A Preferred Securities are regularly traded on an established securities market, a non-U.S. holder
will not be subject to U.S. federal income tax on the disposition of the Series A Preferred Securities if it holds and has held (during the shorter of
the five-year period immediately preceding the date of disposition or the holder�s holding period) not more than 5% of the total outstanding
shares of the Series A Preferred Securities. For additional information concerning these matters, see �Material U.S. Federal Income Tax
Consequences� on page S-36 of this prospectus supplement.

The Series A Preferred Securities are not convertible and purchasers may not realize a corresponding benefit if we prosper.

The Series A Preferred Securities are not convertible into Gastar USA�s common stock and earn dividends at a fixed rate. Accordingly, the
market value of the Series A Preferred Securities may depend on dividend and interest rates for other preferred securities, commercial paper and
other investment alternatives and Gastar USA�s actual and perceived ability to pay dividends on, and in the event of dissolution satisfy the
liquidation preference with respect to, the Series A Preferred Securities. Moreover, Gastar USA�s right to redeem the Series A Preferred
Securities on or after                 , 2014 or in the event of a change in control could impose a ceiling on its value.
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USE OF PROCEEDS

We estimate that, in the event that shares of Series A Preferred Securities offered by this prospectus supplement are sold at $23.25 per share, we
will receive net proceeds of approximately $             million from the sale of the Series A Preferred Securities offered by this prospectus
supplement, after deducting the underwriting commissions and estimated expenses of this offering payable by us.

We intend to use the net proceeds from the sale of the securities offered by us under this prospectus supplement to repay borrowings under
Gastar USA�s revolving credit facility, which were incurred to pay for our capital expenditure program and for general corporate purposes. Any
remaining net proceeds will be used to fund additional capital expenditures or to provide working capital for general corporate purposes. The
precise amount and timing of the application of such proceeds will depend upon Gastar USA�s funding requirements and the availability and cost
of other funds.

As of March 31, 2011, Gastar USA�s revolving credit facility, which matures on January 2, 2013, had $20.0 million of borrowings outstanding,
and the weighted average interest rate of Gastar USA�s revolving credit facility was 3.06%.
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL AND OPERATING DATA

The following table presents the selected historical consolidated financial and operating data of Gastar USA and its subsidiaries. The historical
consolidated financial data as of, and for the three months ended March 31, 2011 and the years ended, December 31, 2010, 2009 and 2008 are
derived from of Gastar USA�s audited consolidated financial statements for those periods. The information in the following table is only a
summary. For more information that will help you better understand the summary data, you should read this financial data in conjunction with
the financial statements and related notes and other financial information included in the Current Report on Form 8-K filed with the SEC on
May 26, 2011 , �Management�s Discussion and Analysis of Financial Condition and Results of Operations� and the financial statements and related
notes and other financial information included in the Parent�s Annual Report on Form 10-K for the year ended December 31, 2010 filed with the
SEC on March 10, 2011 and the other information that the Parent has filed with the SEC and incorporated by reference herein. See �Where You
Can Find More Information� beginning on page S-45 of this prospectus supplement. Our historical results of operations are not necessarily
indicative of results to be expected for any future periods.

Year Ended December 31,
Three Months Ended

March 31,
2008 2009 2010 2010 2011

(Unaudited)
(Dollars in Thousands)

Statement of Operations Data:
Natural gas and oil revenues $ 56,690 $ 40,636 $ 31,554 $ 6,758 $ 10,028
Unrealized natural gas hedge gain (loss) 6,529 (7,767) 11,214 9,378 (1,899) 
Total revenues 63,219 32,869 42,768 16,136 8,129

Operating expenses:
Production taxes 1,324 439 370 123 109
Lease operating expenses 7,567 6,572 6,679 1,743 1,707
Transportation, treating and gathering 2,002 1,547 4,654 1,249 1,103
Depreciation, depletion and amortization 24,451 16,484 9,306 1,731 4,122
Impairment of natural gas and oil properties 14,217 68,729 �  �  �  
Accretion of asset retirement obligation 335 379 396 95 125
General and administrative expense 14,299 15,649 14,638 3,832 2,880
Litigation settlement expense �  �  21,744 �  �  
Total operating expenses 64,195 109,799 57,787 8,773 10,036

Income (loss) from operations $ (976) $ (76,930) $ (15,019) $ 7,363 $ (1,907) 

As of December 31,
2010

As of
March 31,

2011
(Unaudited)

(Dollars in Thousands)
Balance Sheet Data:
Cash and cash equivalents $ 7,439 $ 12,524
Total natural gas and oil properties 507,272 531,439
Total assets 247,352 270,284
Total liabilities, including current portion 39,961 64,264
Asset retirement obligations 7,249 7,552
Members� equity 207,391 206,020
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SUPPLEMENTAL OIL AND GAS DISCLOSURES

The following table sets forth certain unaudited information concerning our proved oil and natural gas reserves as of December 31st for each of
the three previous years using SEC pricing based on the average price as of the first day of each of the twelve months ended December 31st of
the respective years. These reserve estimates are based on the reserves report prepared by Netherland, Sewell & Associates, Inc., independent
petroleum engineer consultants. All of our reserves are held by Gastar USA and its subsidiaries and are located in the United States.

There are numerous uncertainties inherent in estimating the quantities of proved reserves. The following reserve data represents estimates only
and should not be construed as being exact. See �Risk Factors�Risks Related to Our Business� in the Parent�s Annual Report on Form 10-K for the
year ended December 31, 2010 filed with the SEC on March 10, 2011. Reserve estimates depend on many assumptions that may turn out to be
inaccurate. Any material inaccuracies in these reserve estimates or underlying assumptions could materially affect the quantity and present
values of our reserves.

Proved Oil and Natural Gas Reserves

Oil(1) Natural Gas(2)
Oil and Natural Gas

Equivalent(3)
(MBbl) (MMcf) (MMcfe) (1)

Proved reserves as of December 31, 2007 9 54,822 54,876
2008 Activity:
Extensions and Discoveries �  15,186 15,186
Revision of previous estimates(4) 8 2,159 2,207
Production (5) (8,482) (8,512) 

Proved reserves as of December 31, 2008 12 63,685 63,757
2009 Activity:
Extensions and Discoveries 56 1,716 2,052
Revision of previous estimates(5) 3 (7,603) (7,585) 
Production (4) (9,266) (9,290) 

Proved reserves as of December 31, 2009 67 48,532 48,934
2010 Activity:
Extensions and Discoveries 67 5,639 6,039
Revision of previous estimates (44) 2,837 2,576
Production (10) (7,593) (7,654) 
Purchases in place 6 1,527 1,565
Sales in place (25) (1,050) (1,200) 

Proved reserves as of December 31, 2010 61 49,892 50,260

(1) Mmcfe is determined using a conversion factor of six cubic feet of natural gas to one barrel of oil. The conversion ratio does not assume
price equivalency and the price per Mcfe for oil and natural gas liquids may differ significantly from the price per Mcf for natural gas.

(2) Thousand barrels.
(3) Oil volumes have been converted to equivalent natural gas volumes using a conversion factor of six cubic feet of natural gas to one barrel

of oil.
(2) The 2008 upward revision of previous estimates is primarily attributable to performance revisions in the Hilltop area of east Texas reduced

by the impact of lower natural gas prices. Natural gas prices decreased approximately 25% from December 31, 2007 to December 31,
2008, resulting in a decrease in proved reserves of approximately 10,754 MMcf.

(3) The 2009 downward revision of previous estimates of natural gas is primarily attributable to lower natural gas prices. The December 31,
2009 reserve report utilized a 12-month unweighted first-day-of-the-month price compared to the utilization of the year end spot price on
December 31, 2008 resulting in a decrease in

Edgar Filing: GASTAR EXPLORATION LTD - Form 424B5

Table of Contents 29



S-21

Edgar Filing: GASTAR EXPLORATION LTD - Form 424B5

Table of Contents 30



Table of Contents

price of approximately 35% and a decrease in proved reserves of approximately 11,300 MMcf from December 31, 2008 to December 31,
2009. Natural gas negative impact was partially offset by upward performance revisions, primarily in the Hilltop area of East Texas.

Standardized Measure of Discounted Future Pre-Tax Net Cash Flow

This prospectus supplement includes the present value, discounted at 10% per annum, of estimated future net revenue before income tax of our
estimated proved reserves, which is referred to herein as the �PV-10.� PV-10 is a non-U.S. GAAP financial measure because it excludes the effects
of income taxes. We believe that PV-10 is a useful measure for evaluating the relative monetary significance of our oil and natural gas
properties. Further, investors may use the measure as a basis for comparison of the relative size and value of our reserves to other companies.
PV-10 should not be considered as an alternative to standardized measure of discounted future net cash flows as defined under U.S. GAAP and
represented in our financial statements.

The standardized measure of discounted future net cash flows relating to proved natural gas and oil reserves is presented below. The
standardized measure of discounted future pre-tax net cash flow from estimated proved reserves is provided as a common base for comparing oil
and natural gas reserves of enterprises in the industry and may not represent the fair market value of the oil and natural gas reserves or the
present value of future cash flow of equivalent reserves due to various uncertainties inherent in making these estimates. Those factors include
changes in oil and natural gas prices from prices used in the estimates, unanticipated changes in future production and development costs and
other uncertainties in estimating quantities and present values of oil and natural gas reserves.

United States
(in thousands)

December 31, 2008:
Future cash inflows $ 291,004
Future production costs (72,265) 
Future development costs (51,274) 
Future income taxes(1) �  

Future net cash flows 167,465
10% annual discount for estimated timing of cash flows (57,376) 

Standardized measure of discounted future cash flows $ 110,089

December 31, 2009:
Future cash inflows $ 148,002
Future production costs (57,949) 
Future development costs (24,099) 
Future income taxes(1) �  

Future net cash flows 65,954
10% annual discount for estimated timing of cash flows (20,331) 

Standardized measure of discounted future cash flows $ 45,623

December 31, 2010:
Future cash inflows $ 180,677
Future production costs (61,249) 
Future development costs (20,699) 
Future income taxes(1) �  

Future net cash flows 98,729
10% annual discount for estimated timing of cash flows (31,447) 

Standardized measure of discounted future cash flows $ 67,282
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