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f AUsTIN EXPLORATION LIMITED ACN 114 198 471

Friday 18 December 2008
The Manager
ASX Markets Suparvision Pty Ltd

81 King Willlam Street
Adelalde SA 5000

Dear Sir/Madam

RESPONSE TO ASX LETTER DATED 10 DECEMBER 2009

We refer to your letter dated 10 December 2009 addressed to Austin Exploration Limited and respond In
the table as attached to this letter.

For further Informatlon, please contact; -
Graham Seppelt 0419 035 297
Company Ssecretary

On behalf of the Board

3355 Bee Caves Road, Building 6, Suits 607 » Aystin, Texas 78701
15 Peel Street ¢ Adalaide, SA 5000
PO Box 15 » Aldgate, 5A 5154

268083 NMF/2043340.5
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ASX Markels Suparvision Py Lid
ARN 26 087 780 488

91 King Williarm Sireet

Adeinide SA 5000

GRO Box 547

A SX Adalaide SA 5001

AUSTRALIAN SECURITIES EXCHANGE Telephone 61 8 8216 5000
Facsimile &1 & 8216 5099
W, B, S0, BU

10 December 2008

Graham Seppelt
Company Secretary
Austin Exploration Limited
25 Pesl Street

Adelalde SA 5000

By emall: seppelt@bold.net.au
Dear Mr Seppalt
Austin Exploration Limlted (the "Company")

ASX Limited ("ASX") refers to the following:

1. The announcement by the Company lodged with ASX on 11 March 2008 entitled "AUD$S5SM Private
Investment Acquired to Develop Park City, Kentucky Gas Project”. The announcement advised the
following,

"Austin Exploration Limited (ASX: "AKK') is pleased fo advise that the company has execufed a
AUD$5M investment latter of intent with a private Australlan based investor group” (‘Letter of Intent").

2. The announcemant by the Company lodged with ASX on 14 March 2008 entitied "Further Information
on AUDSSM Private Investment to Develop Park Clty Kentucky USA Gas Prolect’. The
announcement advised that the Letter of Intent proposed the following,

o ‘Non recourse funding will be provided against the security of anticipated cash flow from the
Park City Gas Fleld on terms which entifles the Investor fo receive up to AUSSTOM over 3
years;

» The investor wil receive 16,628,969 optlons fo acquire shares in Austin Exploration at an
exercise price of $0.25 and with an exercise period of 3 years (which if fully exercised would
raise additional cepital for the Company of $4,207,242.25);

* The members of the investment group will respectively recelve an overriding royalty interest
of 5% and 4.375%."

3. The announcement by the Company lodged with ASX on 4 April 2008 entitled “Beneficial New Terms
from Finalised Private Investment’ {"PA Completion Announcement'). The announgement advised
that the Letter of Intent had been completed. The announcement stated that the final agreement was
completed on more favourable terms, as follows,

Australian Securities Exchange

Australian Stock Exchange Australian Clearing House ASX Settlement and Transfer Corporation
Sydnaey Futures Exchange SFE Clearing Corporation Austraciear
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s “The investor desires to give Austin all of the 2008 cash flow benefit of this project

« Therefore payments toward the US$10M and distributions from the overriding royalty intersst
of 5% and 4.376% will not begin until January 1, 2009.”

The announcement by the Company lodged with ASX on 27 June 2008 entitied “Austin immediate

focus on bringing 17 U.S. gas wells Into production®. The announcement advised that the Company -

had decided to concentrate on bringing 17 of the 19 wells drilled at Park Clty Into production in order to
recalve maiden gas sales revenue and that as a result the Company will temporarily suspend drilling
at Park City ("Suspension of Drllling Announcement”).

The Appendix 3X - Initial Director's Interest Notice lodged by the Company on 28 July 2008 In relation
to Mr Pelllcano’s appointment as a director of the Company (“Pellicano Initial Dirsctor's Interest
Notice"). Part 3 of the Pellicano Inltlal Director's Interest Notice disclosed Mr Pellicano's interest in
contracts with the Company. It stated that Mr Pellicanc is a director of Newtak Pty Ltd (“Newtak”) and
provided the following details of the contract In which Mr Psllicano hag an intersst,

“Participation Agreement between Newtak Ply Lid end Aus-tex Exploration Ply Ltd (a wholly owned
subsidiary of Austin Exploration Limited) for a non recourse loan against the rovenues from the Park
Clty and other off and gas projects,” ("PA")

The announcement by the Company lodged with ASX on 23 October 2008 notifying the market that
the Company has filed a Request for Preliminary Injunction In the United States District Court against
the operator at the Company's Park City (Gas Project, Resource Energy Technologies, LLC (‘RET") In
relation to an alleged bresch of duty by RET in the completion of key milestones in & contracted five
phase 200 well drilling program at Park Clty ("RET Injunction Anncuncement’).

The announcement by the Company lodged with ASX on 11 November 2008 notifying the market that
a hearing date has been set for the Comparny’s “October 10th, 2008 lawsuit* against the operator of ifs
Park City Project” ("RET Hearlng Announcement”).

The Second Quarter Activities and Cash Flow Report 08/09 lodged by the Company with ASX on 30
January 2009. Page 5 of the report states,

‘As previously ennounced, the Park City project has encountered a seriss of delays associated with

the opsrator's inability to complete and connect alf of the Austin Exploration wells. in May 2008 Austin
ordered a helt in drifling."

The 08/09 Annual Report lodged with ASX on 30 September 2008. Note 16 on page 53 of the 08/08
Annual Report states as follows,

“On March 24, 2008, the Company executed a Participation Agreement ("PA”) for US$5.0M
investment with two private Austrelian based investment groups. The Investment provides the
Company with capital resources to develop the Initie! driing phases of the Park Cily, Kentucky project.
In connaction with the Investment, the private Australian investment groups will be granted 16,828,969
options to acquire AKK shares at $0.25 per share. The options will be issued 45 days after the total
investment has bean recelved by the Company. If the final amount invested is less than US $5 millfon,
the number of options Issued will be adjusted downward on a prorato basls. At June 30, 2008, the
Company has received funds of US $2,250,000 from the Investment groups.

The investment groups have since advised that they will not be funding further investment in the Park
City project, Accordingly the number of options has been pro-rated downwards to 7,573,036, The
options have not yet been lssued under agreement with the investment groups.
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The PA provides the investors will be repaid on a two-for-one basis baginning January 1, 2009. Initial
monthly paymenis of $104,112 for thraa months and $130,140 per month for each of the second three
months are dug and have not been pald. After the Initlel six months, the remaining balance of the
advances will be repald in 30 equal monthly payments, Repayment of these advances is non-racaurse
to the Company and will be made only from production from the Park City project or as otherwise
agread by the board.

The company has recognised borrowing costs &t & rate of 34% per annum on the anticipated
repayment of these drifling advances. Borrowing costs of $1,275,172 has bsen included In the
accompanying income statement.”

The announcement by the Company lodged with ASX on 30 October 2009 entitied “Settlement of
Participation Agreement’ (‘PA Settlement Announcement’), The PA Settlement Announcement
disclosed that the Company had setfled a dispute with Newtak regarding the PA (“PA Dispute”).

The Company's Notlee of Annual General Mesting (“Notice”) lodged with ASX on 30 October 2009,
Page 10 of the Notice discloses the following In relation to resolution 10 of the Notice (tater withdrawn
by the Company),

‘Newtak have afleged that the Company Is liable to cormpensats it dus to the Company’s:

a) Misrepresentations that the Company was entitled to drill 200 wells;
b) Failure to drllf and connect 50 wells by 1 January 2009,
¢) Misrepresentations over the flowrates from the existing 17 drilled wells.

In order fo settle the dispute with Newtak, the Company has egreed to repay the USD$4,500,000
referred to above, and an additional USD$500,000 as compensation for the effective reduction in its
royally interest,

The Company has therefore agreed fo pay fo Newtak a fotal of USD$5,000,000, The conversion to
aquity and the cash payment detaifed below will discherge the entirety of the Company's liability to
Newtak under the Participation Agreement and any claims Newtak had against the Company in
respact of this loan and the reduced royatty Inferest.

The Company and Newtak have agreed to the conversion of USD$3,000,000 of this debt to
67,415,740 fully paid ordinary shares in the capftal of the Company (Sstflement Shares) and to
33,707,870 options over the unissued shara capltal of the Company (Settisment Options) (together,
the Settlement Securities).

The issue of the Sefflement Securities is subject to the Cormpany raising a minimum of A$7 milifon
pursuant to the Prospectus (see Resolution 8 and section 8 above) lodged with the Ausiralian
Securifies and Investments Commission on 22 October 2009.

The Company and Newtak have agreed that the balance of the debt owed to Newtak (following the
issue of the Settlement Securities) will be extinguished by a cash payment of USD$2,000,000.”

As you are aware, listing rule 3,1 requires an entity, once it becomes awars of any information concerning It
that a reasonable parson would expect to have a material effect on the price or value of the entity's sscurities,
to immediately tell ASX that information. The exceptions to this requirement are set out in listing rule 3.1A.

| would &lso like to draw your attention to the definition of “aware” in Chapter 18 of the listing rules. This
definition states that:

‘en entity becomes aware of information if & director or executive director (in the case of e trust, diractor
or executive officer of the responsible entity or management company) has, or ought reasonably to
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have, come info possession of the information in the course of the performance of thelr duties as &
diractor or executive officer of that entity.”

Furthermore, paragraph 18 of Guidance Note 8 states:
‘Once @ director or executive officer becomes aware of information, he or she must immediately
consider whether that information should be given to ASX. An entity cannof delay giving information fo
ASX pending formal sign-off or adoption by the board, for example.”

Listing rule 3.1A sets out an exception from the requirement to make immediate disclosure, provided that each
of the following are satlsfled,

"3.1A.1 A reasonable person would not expect the information fo be disclosed,

3.1A.2  The information is confidentiel and ASX has not formed the view that the information has
coased fo be confidential.

3.1A.3  One or more of the following applies.

1t would be & breach of a law to disclose the information.

. The information concerns an incomplete proposal or nagotiation.

) The Information comprises matters of supposition or is insufficiently definfte to
warrant disclosure.

) The information Ie generated for the internal management purposes of the entily.

* The information Iz a frade secret.”

Finally, | would Ilke to draw your attention to ASX's policy position on the concept of “confidentiality” which is
detalled in paragraphs 33 to 39 of Guidance Note 8, In particular, paragraphs 34 and 35 of the Guidance Note
state that:

“Confidential’ in this context has the sense of ‘secraf’...” and “Loss of confidentiality may be indicated
by otherwise unexplained changes fo the price of the entily’s securlties, or by reference to the
information in the media or analysts reports”,

Having regard to the above definitions, listing rule 3.1 and Guidance Note 8 - Continuous Disclosure, we ask
that you answer the following questions in a format sultable for release to the market In accordance with listing
tule 18.7A.

1. Note 16 on page 53 of the 08/09 Annual Report states that the Company executed the PA on 24 March
2008, The Company announced formal completion of the Letter of Intent, which became the FA, on 4
April 2008. On what date did the Company formally complets the PA?

2. Does tha Company consider that the complation of the PA was materlal to the Company?

3. Ifthe answer to question 2 is "no”, please advise the basis on which the Company does not consider the
completion of the PA fo be material,

4. If the answer to question 2 is "yes’, when did the Company first become aware that the PA had been
completed?

5 In relation to question 4, if this was before the release of the PA Completion Announcemant to the
markst, please identify any earlier announcement from the Company which disclosed the PA had been
completed.

s\adelalde companiaz\ade-code a-diakk - austin axploration limited\akk2008.12,10 - awars letter « da.doc
Fage 4 of 7



18 Dec.

10,

11.

12,

13,

14,

15.

16.

17.

18.

19,

2009 17:03 AGX ADELAIDE 08 82165099 No. 2075 7.

If there was no earlier announcement, and the Company became aware that the PA had been
completed prior fo the release of the PA Completion Announcement, please advise why the Company
did not announce the completion of the PA to the market at an sarlier time, or requast a trading halt at
that time, pending the release of an announcement. Please comment specifically on the application of
ligting rule 3.1 and the exceptions to the rule In listing rule 3.1A

Page 5 of the Second Quarter Activities and Cash Flow Report 08/09 lodged by the Company with ASX
on 30 January 2009 states that the Company ordered & halt to drilling at Park City in May 2008. On
what date did the Company order a halt o drilling at Park City?

Does tha Company consider that the halt in drilling at Park Clty was materlal to the Company?

If the answer to question 8 is "'no’, please advise the basls on which the Company does not consider the
halt in drilling at Park Clty to be materiai.

If the answer to question 8 is “yes", when did the Company first become aware that drilling had been
halted at Park City?

In relation to question 10, if this was before the release of the Suspension of Drilling Announcement to

the market, please identlfy any earller announcement from the Company which disclosed the halt in
drilling at Park City.

If there was no earlier announcement, and the Company became aware that drilling was halted at Park
Clty prior to the release of the Suspenslon of Drilllng Announcement, please advise why the Company
did not announce the halt in drilling at Park City to the market at an earller ime, or request a trading halt
at that time, pending the release of an announcement. Please comment specifically on the application
of listing rule 3.1 and the exceptions to the rule in listing rule 3.1A.

The RET Hearing Announcement lodged by the Company with ASX on 11 November 2008 notified the
market that a hearing date had been set for the Company’s “October 10th, 2008 lawsuit against the
operator of its Park City Project’. On what date did the Company file its lawsuit against RET?

Does the Company consider that the filing of the lawsult by the Gompany against RET was material to
the Company?

If the: answer to question 14 Is “no”, please advise the basis on which the Company does not consider
the filing of the lawsult by the Company against RET to be materlal.

If the answer to question 14 |s “yes", when did the Company first become aware it hag filed a lawsuit
against RET?

In relation to question 18, if this was bafore the release of the RET Injunction Announcement to the
market, please Identify any earlier announcement from the Company which disclosed the filing of a
lawsuit by the Company against RET.

If there was no earlier announcement, and the Company became aware that it had flled a lawsuit
againgt RET prior to the relsase of the RET Injunction Announcement, please advise why the Company
did not announce that it had filed a lawsult against RET to the market at an eariier time, or request a
trading halt at that time, pending the release of an announcement. Please comment specifically on the
application of llsting rule 3.1 and the exceptions to the rule In listing rule 3.1A.

Note 16 on page 53 of the 08/09 Annual Report states that the investment groups under the PA,
namely Newtak, advised the Company that they would not be funding further investmant in the
Park City preject. On what date did Newtak advise the Company that it would not provide
further funding under the PA?
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Does the Company consider that the withdrawal of further funding by Newtak under the PA was materiai
to the Company?

If the answer to question 20 is “no", please advise the basis on which the Company does not consider
the withdrawal of further flnding by Newtak under the PA to be mateial.

If the answer to question 20 is “yes’, when did the Company first bacome aware that Newtak had
withdrawn further funding under the PA?

In telation to question 22, If this was befors the release of the 08/09 Annual Report to the market, please
identify any earlier announcement from the Company which disclosed Newtak's withdrawal of further
funding under the PA.

If there was no earlier announcement, and the Company became aware that Newtak had withdrawn
further funding under the PA prior to the release of the 08/09 Annual Report, please advise why the
Company did not announce that Newtak had withdrawn further funding under the PA to the market at an
earlier time, or request a trading halt at that time, pending the release of an announcement. Please
comment specifically on the application of listing rule 3.1 and the exceptions to the rule In listing rule
31A,

Note 16 on page 53 of the 08/09 Annual Report also states that the PA provides the investors, namely
Newtak, will be repald on a two-for-one basis beginning January 1, 2009, Initial monthly payments of
$104,112 for thres months and $130,140 per month for each of the second three months are due and
have not besn paid. Does the Company consider that the failure of the Company to meet its repayment
obligations to Newtak under the PA was material to the Company?

If the answer to question 25 is “no", please advise the basls on which the Company does not consider
the failure of the Company to meet its repayment obligations to Newtak under the PA to be material,

If the answer to question 25 Is ‘yes', whan did the Company first become aware that the Company had
falled to meet its repayment obligations to Newtak under the PA?

In relation to qusstion 27, if this was befare the release of the 08/02 Annual Report to the market, please
identify any earlier announcement from the Company which disclosed the Company's failure to meet its
repayment obligations to Newtak under the PA.

If there was no earller announcement, and the Company became aware that the Company had falled to
meet Its repaymant obligations to Newtak under the PA prior to the release of the 08/09 Annual Report,
please advise why the Company did not announce that the Company had failed to mest its repayment
obligations to Newtak under the PA to the market at an earller time, or request a trading halt at that time,
pending the release of an announcement. Please comment specifically on the application of llsting rule
3.1 and the exceptlons to the rule in listing rule 3.1A.

Page 10 of Company'’s Notice lodged with ASX on 30 October 2009 discloses details of the PA Dispute
between Newiak and the Company. The Company agreed to pay an additional USD$500,000 to
Newtak as compensation for the effective reduction In Its royalty interest under the PA. On what date
did the PA Dispute arise?

Does the Gompany consider the PA Dispute was material fo the Company?

If the answer to question 31 Is “na", please advige the basis on which the Company dogs not consider
the PA Dispute to be material.

If the answer to question 31 Is “yes", when did the Company first become aware that the PA Dispute had
arisen?
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34, In relation to question 33, if this was before the releasa of the PA Setflement Announcement to the
market, please identify any earlier announcement from the Company which disclosed the PA Dispute.

35.  If thera was no earlier announcement, and the Company became awara that the PA Disputs had arisen
prior to the release of the PA Settlement Announgement, please advise why the Company did not
annource that the PA Disputs had arisen to the market at an earller time, or request a trading halt at
that tima, panding the release of an announcement. Please comment spacifically on the application of
listing rule 3.1 and the excaptions to the ridle in listing rule 3.1A.

36.  Please conflrm that the Company is in compliance with the listing rules and, in particular, listing ruls 3.1.

Your responsibility under listing rule 3.1 Is not conflned to, or necessarily satisfied by, answering the questions
set out in this letter. If the Information requested by thia letter is information required to be glven to ASX under
listing rule 3.1 your obligation is to disclose the information immedIately.

If you are unable to respond by the time requested, you should consider a request for & trading halt in the
Company's securities. As set out In llstihg rule 17.1 and Guidance Note 16 - Trading Halts, we may grant a
trading halt at your request. We may require the request to be in writing, We are not requlred to act on your
request. You must tell each of the following.

The reasons for the trading halt,

How long you want the trading halt to last.

The event you expect to happen that will end the trading halt.

That you are not aware of any reason why the trading halt should not be granted.

Any other information necessary to Inform the market about the trading halt, or that we may ask for.

The trading halt cannot extend past the commencement of normal trading on the second day after the day on
which it is granted. f a trading halt |s requested and granted and you are still unable to reply to this letter
before the explry of the trading halt, suspension will be imposed. The same applies if you have requested a
trading halt because you are unable to release information to the market, and are stlll unable to do so before
the commencement of trading.

Your response should be sent to me by e-mail at Dlon.Slivy@asx.com.au or by facsimile on facsimlile
number (08) 8216 5089. It should not be sant to the Company Announcements Office. Unless the Information
is required Immediately under listing rule 3.1, a response s requested as soon as possible, and in any event,
not later than 3.30 p.m, E.D.5.T, Wednesday, 16 December 2009,

Please note that ASX reserves the right, under llsting rule 18.7A, to release this letter and the Company's
response to the market if it considers It necessary for an informed market. Accordingly, It would be apprecisted
if you would prepare your response in a format suitable for release to the market and separately address each
of the questions asked.

If you have any concems about releass of your response, or any queriss in relation to this matter, please
contact me immediately.

Yours sincarsly,
A @L

Dion Silvy
Senlor Adviser, Issuers (Adelaide)
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