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Gastar Exploration Ltd.
1331 Lamar Street, Suite 1080, Houston, Texas 77010
(713) 739-1800

(Name, Address, Including Zip Code, and Telephone Number, Including Area Code, of Agent for Service)

Copies to:

T. Mark Kelly

Vinson & Elkins L.L.P.

1001 Fannin, Suite 2300

Houston, Texas 77002

(713) 758-2222

Approximate date of commencement of proposed sale to the public: From time to time after this registration statement becomes effective.

If the only securities being registered on this form are being offered pursuant to dividend or interest reinvestment plans, please check the
following box. ~

If any of the securities being registered on this form are being offered on a delayed or continuous basis pursuant to Rule 415 under the Securities
Act of 1933, other than securities offered only in connection with dividend or interest reinvestment plans, check the following box. x

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, check the following box and
list the Securities Act registration statement number of the earlier effective registration statement for the same offering. ~

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the Securities
Act registration statement number of the earlier effective registration statement for the same offering.

If this Form is a registration statement pursuant to General Instruction I.D. or a post-effective amendment thereto that shall become effective
upon filing with the Commission pursuant to Rule 462(e) under the Securities Act, check the following box.

If this Form is a post-effective amendment to a registration statement filed pursuant to General Instruction I.D. to register additional securities or
additional classes of securities pursuant to Rule 413(b) under the Securities Act, check the following box.

CALCULATION OF REGISTRATION FEE

Proposed maximum Proposed maximum
Amount to be offering price per aggregate Amount of
registration
Title of each class of security to be registered registered (1) share (2) offering price (2) fee
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Common Shares, without par value 20,000,000 $1.92 $38,400,000 $4,109

(1) Pursuant to Rule 416(a), the number of common shares being registered shall be adjusted to include any additional common shares that
may become issuable as a result of any share distribution, split, combination or similar transaction.

(2) Estimated solely for the purpose of calculating the registration fee pursuant to Rule 457(c) of the Securities Act on the basis of the average
of the high and low sales prices of the common shares reported on the American Stock Exchange on January 30, 2007.

The registrant hereby amends this registration statement on such date or dates as may be necessary to delay its effective date until the

registrant shall file a further amendment which specifically states that this registration statement shall thereafter become effective in

accordance with Section 8(a) of the Securities Act of 1933 or until the registration statement shall become effective on such date as the

Securities and Exchange Commission, acting pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. The selling shareholders may not sell these
securities until the registration statement filed with the Securities and Exchange Commission is effective. This
prospectus is not an offer to sell these securities, and it is not soliciting an offer to buy these securities in any state
where the offer or sale is not permitted.

Subject to Completion, dated February 2, 2007

PROSPECTUS

20,000,000 Shares
Gastar Exploration Ltd.

Common Shares

Up to 20,000,000 common shares may be offered and sold from time to time by the selling shareholders named in this prospectus or in any
supplement to this prospectus. The selling shareholders may sell the common shares at various times and in various types of transactions,
including sales in the open market, sales in negotiated transactions and sales by a combination of these methods. The common shares covered by
this prospectus may be sold at market prices prevailing at the time or at negotiated prices. We will not receive any proceeds from the sale of the
common shares by the selling shareholders.

Our common shares trade on the American Stock Exchange under the symbol GST and on the Toronto Stock Exchange under the symbol YGA .
On January 31, 2007, the last sale price reported for our common shares on the American Stock Exchange was $1.89 per share and on the
Toronto Stock Exchange was CDN$2.26 per share.

For a description of the plan of distribution of the common shares, please see page 15 of this prospectus.
Investing in our common shares involves risks. Please read _Risk Factors beginning on page 1.

This prospectus and the registration statement to which it relates have not been filed in respect of, and will not qualify, any distribution of the
common shares in any province or territory of Canada.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this registration statement is truthful or complete. Any representation to the contrary is a criminal offense.

, 2007
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You should rely only on the information contained in this prospectus, any prospectus supplement and the documents we have incorporated by
reference. Neither we nor the selling shareholders have authorized any other person to give you different information. These securities are not
being offered in any state where the offering is not permitted. You should not assume that the information incorporated by reference or provided
in this prospectus or any prospectus supplement is accurate as of any date other than the date on the front of those documents. We will disclose
any material changes in our affairs in an amendment to this prospectus, any prospectus supplement or a future filing with the Securities and
Exchange Commission, or SEC, incorporated by reference in this prospectus.

Unless otherwise specified or the context otherwise requires, all dollar amounts in this prospectus are expressed in U.S. dollars. Canadian
dollars, when used, are expressed with the symbol CDN$

ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement on Form S-3 that we have filed with the SEC using a shelf registration process. Under this
shelf registration process, the selling shareholders may, from time to time, sell up to 20,000,000 common shares.

This prospectus provides you with a general description of us and the common shares that may be offered by the selling shareholders. In
connection with any offer or sale of common shares by the selling shareholders under this prospectus, the selling shareholders are required to
provide this prospectus and, in certain cases, a prospectus supplement that will contain specific information about the selling shareholders, the
terms of the applicable offering and the securities being offered. The prospectus supplement also may add to, update or change information in
this prospectus. If there is any inconsistency between the information in this prospectus and any prospectus supplement, you should rely on the
information in the prospectus supplement. You should carefully read this prospectus, any prospectus supplement and the additional information
described below under the heading Where You Can Find More Information .

All references in this prospectus to the Company , Gastar , we , us or our are to Gastar Exploration Ltd. and its subsidiaries.

Table of Contents 5



Edgar Filing: GASTAR EXPLORATION LTD - Form S-3

Table of Conten
SUMMARY
Gastar Exploration Ltd.

We are an independent energy company engaged in the exploration, development and production of natural gas and oil in the United States and
Australia. Our principal business activities include the identification, acquisition, and subsequent exploration and development of natural gas and
oil properties. Our emphasis is on prospective deep structures identified through seismic and other analytical techniques as well as
unconventional natural gas reserves, such as coal bed methane, or CBM. We currently are pursuing conventional natural gas exploration in the
Deep Bossier play in the Hilltop area in East Texas and the Appalachian Basin in West Virginia. Our primary CBM properties are in the United
States in the Powder River Basin and in the Gunnedah and Gippsland Basins of Australia.

Corporate Information

We are a Canadian corporation that is subsisting under the Business Corporations Act (Alberta). Our principal office is located at 1331 Lamar
Street, Suite 1080, Houston, Texas 77010, and our telephone number is (713) 739-1800. Our website address is http.://www.gastar.com.
Information on our website or about us on any other website is not incorporated by reference into this prospectus and does not constitute a part
of this prospectus.

We were originally incorporated in 1987 under the name CopperQuest Inc. pursuant to the Business Corporations Act (Ontario). On May 16,
2000, we continued from the Province of Ontario into the Province of Alberta to subsist pursuant to the Business Corporations Act (Alberta) and
changed our name to Gastar Exploration Ltd. Our common shares are listed on the American Stock Exchange under the symbol GST and the
Toronto Stock Exchange under the symbol YGA .

RISK FACTORS

You should carefully consider the risk factors discussed in our 2005 annual report on Form 10-K, which is incorporated by reference into this
prospectus, together with all of the other information included in this prospectus, any prospectus supplement and the documents we have
incorporated by reference into this prospectus in evaluating an investment in our common shares. If any of the described risks actually were to
occur, our business, financial condition or results of operations could be materially adversely affected.

Risks Related to our Common Shares
Our common share price has been and is likely to continue to be highly volatile.

The trading price of our common shares are subject to wide fluctuations in response to a variety of factors, including quarterly variations in
operating results, announcements of drilling and rig activity, economic conditions in the natural gas and oil industry, general economic
conditions or other events or factors that our beyond our control.

In addition, the stock market in general and the market for natural gas and oil exploration companies in particular have experienced extreme
price and volume fluctuations that have often been unrelated or disproportionate to the operating results or asset values of those companies.
These broad market and industry factors may seriously impact the market price and trading volume of our common shares regardless of our
actual operating performance. In the past, following periods of volatility in the overall market and in the market price of a company s securities,
securities class action litigation has been instituted against these companies. If this type of litigation were instituted against us following a period
of volatility in our common shares trading price, it could result in substantial costs and a diversion of our management s attention and resources,
which could have a materially adverse impact on our operations.

Future issuances of our common shares may adversely affect the price of our common shares.

The future issuance of a substantial number of common shares into the public market, or the perception that such issuance could occur, could
adversely affect the prevailing market price of our
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common shares. A decline in the price of our common shares could make it more difficult to raise funds through future offerings of our common
shares or securities convertible into common shares. Following the effectiveness of the prospectus to which this registration statement is a part,
we believe that substantially all of our outstanding common shares, our common shares that are issued in the future upon the exercise of
outstanding options and the common shares issued upon conversion and exercise of the convertible debentures and warrants or additional
common shares required to be issued under subscription receipts will be tradable under the U.S. federal securities laws.

Our ability to issue an unlimited number of our common shares under our articles of incorporation may result in dilution or make it more
difficult to effect a change in control of the Company, which could adversely affect the price of our common shares.

Unlike most corporations formed in the United States, our articles of incorporation chartered under the laws of the Province of Alberta, Canada
permit the board of directors to issue an unlimited number of new common shares without shareholder approval, subject only to the rules of the
American Stock Exchange and the Toronto Stock Exchange or any future exchange on which our stock trades. The issuance of a large number of
common shares could be effected by our directors to thwart a takeover attempt or offer for us by a third party, even if doing so would benefit our
shareholders, which could result in the common shares being valued less in the market. The issuance, or the threat of issuance, of large number
of common shares, at prices that are dilutive to the outstanding common shares could also result in the common shares being valued less in the
market.

Issuance of the common shares upon exercise of warrants and conversion of convertible debentures, together with additional issuances of
common shares to purchasers of our senior secured notes for no additional consideration, will dilute the ownership interest of existing
shareholders and could adversely affect the market price of our common shares.

We are obligated to issue a substantial number of common shares upon exercise of outstanding common share purchase warrants and upon
conversion of our convertible debentures. Additionally, in connection with the issuance of senior secured notes in June and September 2005, we
also issued subscription receipts entitling the holders of each issuance to receive on each of the six, twelve and eighteen-month anniversaries of
each of the closings additional common shares equal in value to CDN$4.5 million and CDN$714,286, respectively, based upon then current
market prices. To date, we have issued 7,035,472 common shares to the purchasers of our senior secured notes and estimate that we will issue up
to approximately 700,000 additional common shares in March 2007. Additionally we have the right until June 2007 to issue an additional $10.0
million of senior secured notes, which would require the issuance of additional subscription rights. These issuances will dilute the ownership
interest of existing shareholders. Any sales in the public market of the common shares issued upon such exercise of warrants, conversion, or
issuance of additional common shares could adversely affect prevailing market prices of our common shares. In addition, the existence of these
warrants and convertible debentures may encourage short selling by market participants.
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CAUTIONARY STATEMENTS REGARDING FORWARD-LOOKING STATEMENTS

This prospectus contains or incorporates by reference forward-looking statements within the meaning of Section 27A of the Securities Act of
1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. 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. Forward-looking statements may include stat
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 that may cause our actual
results, performance or achievements to be materially different from actual future results expressed or implied by the forward-looking
statements. These factors include among others:

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

Natural gas and oil price volatility;

The risks associated with exploration, including cost overruns and the drilling of non-economic wells or dry holes;
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Ability to raise capital to fund capital expenditures;

The 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;

Weather conditions;

Availability and cost of material and equipment;

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;

Federal and state regulatory developments and approvals;

Environmental risks;

Worldwide economic conditions; and
You should not unduly rely on these forward-looking statements in this prospectus, as they speak only as of the date of this prospectus. Except
as required by law, we undertake no obligation to publicly release any revisions to these forward-looking statements to reflect events or
circumstances occurring after the date of this prospectus or to reflect the occurrence of unanticipated events. See the information under the
heading Risk Factors 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.
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USE OF PROCEEDS

We will not receive any proceeds from the sale by the selling shareholders of the common shares sold pursuant to this prospectus. The selling
shareholders who sell their common shares will receive all of the net proceeds from the sale of such common shares. The selling shareholders
will not pay any of the expenses incurred in connection with the registration of the common shares, but they will pay all commissions, discounts,
and other compensation to any securities broker-dealers through whom they sell any of the common shares.

DESCRIPTION OF CAPITAL STOCK

The following description of our capital stock does not purport to be complete and is subject to, and qualified in its entirety by, our articles of
incorporation and bylaws, which are exhibits to the registration statement of which this prospectus forms a part.

Common Shares

We have an unlimited number of common shares authorized under our articles of incorporation. We have no other authorized classes of capital
stock.

As of December 31, 2006, we had 193,165,436 outstanding common shares. We have reserved 9,581,836 of our common shares for issuance
upon exercise or conversion of outstanding warrants and convertible securities, 25.0 million common shares for issuance under our 2002 Stock
Option Plan and 5.0 million common shares for issuance under our 2006 Long-Term Stock Incentive Plan. As of December 31, 2006, stock
options to purchase 10,472,750 common shares were outstanding and 5,510,300 stock options were available for future grants under the 2002
Stock Option Plan. No option grants have been made under the 2006 Long-Term Stock Incentive Plan.

In addition to the foregoing reserved common shares, we also issued subscription receipts in connection with the issuance of our senior secured
notes in June and September 2005, entitling the holders to receive on each of the six, twelve and eighteen-month anniversaries of the note
closings, newly issued common shares equal in market value to CDN$4.5 million and CDN$714,286, respectively, based upon then current
market prices. To date, we have issued 7,035,472 common shares to the purchasers of our senior secured notes and estimate that we will issue up
to approximately 700,000 additional common shares in March 2007. Additionally we have the right until June 2007 to issue an additional $10.0
million of senior secured notes, which would require the issuance of additional subscription rights. We may also be required to issue additional
common shares to GeoStar in the future based on the results of certain East Texas drilling.

Our common shares trade on the American Stock Exchange under the symbol GST and on the Toronto Stock Exchange under the symbol YGA .
Common Share Purchase Warrants

As of December 31, 2006, we had warrants outstanding to acquire 2,732,521 common shares of our common stock as follows:

Number
of
Outstanding in Connection with: Warrants Exercise Price Date Granted Expiration Date
$3.25 million private placement of 10% unsecured subordinated notes 232,521 $ 2.76 -3.03 04/20/04 -07/12/04 04/20/09 -07/12/09
$15.0 million private placement of 15% senior notes dated July 24, 2004 510,525 $ 3.23 10/13/04 10/13/07
$10.0 million private placement of 15% senior notes dated October 7, 2004 1,989,475 $ 3.63 10/13/04 10/13/07
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Subscription Receipts

In addition to 1,423,623 of our common shares issued to purchasers of $73.0 million of our senior secured notes upon issuance of the notes, we
issued subscription receipts to the purchasers entitling them to receive for no additional consideration a number of common shares on each of the
six, twelve and eighteen-month anniversary dates of the issuance dates of the senior secured notes. Subscription receipts were issued entitling the
holders of the initial $63.0 million of senior secured notes to be issued for no additional consideration on each such December 19, 2005, June 19,
2006 and December 18, 2006 an aggregate number of common shares equal to CDN$4.5 million divided by the five-day weighted average
trading price of common shares immediately prior to such date on the principal market or exchange where such common shares trade. Additional
subscription receipts were issued in connection with issuance of $10.0 million of additional senior secured notes entitling the holders to be
issued for no additional consideration on each such March 20, 2006, September 19, 2006 and March 19, 2007 an aggregate number of common
shares equal to CDN$714,286 divided by the five-day weighted average trading price of common shares immediately prior to such date.

On December 19, 2005, pursuant to the senior secured notes, we issued to the senior secured notes holders, for no additional consideration, an
additional 1,082,105 common shares valued at CDN$4.1586, the five-day weighted average trading price immediately prior to the date of
issuance. Such common shares were issued to the purchasers of the senior secured notes on the six-month anniversary of the original $63.0
million note issuance pursuant to subscription receipts. On March 20, 2006, pursuant to the senior secured notes, we issued to the senior secured
notes holders, for no additional consideration, an additional 152,299 common shares based on the five day weighted average trading price
immediately prior to the date of issuance. Such common shares were issued to the purchasers of the senior secured notes on the six month
anniversary of the additional $10.0 million notes issuance pursuant to subscription receipts. On June 19, 2006, pursuant to the senior secured
notes, we issued to the senior secured notes holders, for no additional consideration, an additional 1,607,143 common shares based on the
five-day weighted average trading price immediately prior to the date of issuance. Such common shares were issued to the purchasers of the
senior secured notes on the twelve-month anniversary of the additional $63.0 million notes issuance pursuant to subscription receipts. On
September 19, 2006, the twelve-month anniversary of the September 19, 2005 $10.0 million senior secured notes issuance, we issued to the note
holders an additional 256,016 common shares at CDN$2.79 per share. On December 18, 2006, pursuant to the senior secured notes, we issued to
the senior secured notes holders, for no additional consideration, an additional 1,800,000 common shares based on the five-day weighted
average trading price immediately prior to the date of issuance. Such common shares were issued to the purchasers of the senior secured notes
on the eighteen-month anniversary of the additional $63.0 million notes issuance pursuant to subscription receipts.

We have the right under certain circumstances to require purchasers of our senior secured notes to purchase up to an additional $10.0 million
principal amount of our senior secured notes on certain dates on or prior to June 16, 2007. See Description of Our Indebtedness Senior Secured
Notes . If additional notes are issued, the purchasers will also be entitled to receive, for no additional consideration and on similar terms as those
previously issued to the purchasers, on the issuance date of the additional senior secured notes and on each of the six, twelve and eighteen-month
anniversary dates of the additional notes issuance dates, additional common shares and subscription receipts for common shares in an aggregate
number equal to one-fourteenth of the principal amount of the additional notes being issued (expressed in Canadian dollars assuming for this
purpose only a one for one conversion ratio with the U.S. dollar principal amount) divided by the five-day weighted average trading price of
common shares immediately prior to such date on the principal market or exchange where such common shares trade.

Under the terms of the securities purchase agreement with the purchasers of the senior secured notes, we may not at any time issue common
shares to any purchaser of these securities to the extent the issuance of common shares would cause the purchaser and its affiliates to
beneficially own more than 9.9% of our outstanding common shares. In addition, until shareholder approval is obtained, the aggregate common
shares issuable pursuant to securities purchase agreement, including those issuable pursuant to the subscription receipts, are limited to the
maximum number that may be issued without breaching our obligations under the rules and regulations of the exchanges where our common
shares trade, which currently are the American Stock Exchange and the Toronto Stock Exchange. In the event our issuances reach that
maximum, the issuances to note holders would be proportionately reduced, and we would be required to pay cash for such unissued shares based
on the formula for determining the number of common shares
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required to be issued. Based on our recent trading prices and the rules of the American Stock Exchange and the Toronto Stock Exchange in
effect as of the date of this prospectus, we do not expect that issuances of common shares pursuant to our outstanding subscription receipts will
be limited by this cap on the maximum number of common shares issuable. In the event of a change of control or upon a sale of substantially all
of our assets or a reorganization or merger where we are not the surviving entity, the purchasers may require the Company to accelerate the
issuance of our common shares pursuant to the subscription receipts.

Voting Rights
Holders of our common shares are entitled to vote at all meetings of our shareholders, with each share having one vote.

Our board of directors must call an annual meeting of shareholders to be held not later than 15 months after the last preceding annual meeting of
shareholders and may, at any time, call a special meeting of shareholders. For purposes of determining the shareholders who are entitled to
receive notice of a meeting of shareholders, the board of directors may, in accordance with the Business Corporations Act (Alberta) and National
Instrument 54-101, fix in advance a date as the record date for that determination of shareholders, but that record date may not be more than 50
days or less than 35 days before the date on which the meeting is to be held.

The guidelines of National Instrument 54-101 and the provisions of the Business Corporations Act (Alberta) provide that notice of the time and
place of a meeting of shareholders must be sent to each shareholder entitled to vote at the meeting, each director and to our auditors, not more
than 50 days and not less than 21 days prior to the meeting. Our bylaws provide that a quorum of shareholders is present at a meeting if at least
5% of the common shares entitled to vote at a meeting are present in person or by proxy. A shareholder may participate in a meeting by means
of telephone or other communication facilities that permit all persons participating in the meeting to hear each other.

In the case of joint shareholders, one of the holders present at a meeting may, in the absence of the other holder(s) of the common shares, vote
the common shares. If two or more joint shareholders are present in person or by proxy, then they are to vote as one on the common shares held
jointly by them. If there is a disagreement between joint shareholders, they are considered to have abstained from voting.

Amendments to Articles of Incorporation and Bylaws

An amendment to our articles of incorporation requires the approval of not less than two-thirds of the votes cast by the holders of our common
shares at a meeting of the shareholders.

An amendment to our bylaws requires the approval of not less than 51% of the votes cast by the holders of our common shares at a meeting of
the shareholders.

Dividends

Our shareholders are entitled to receive such dividends and other distributions on our common shares as the board of directors declares from
time to time. Pursuant to the provisions of the Business Corporations Act (Alberta), we may not declare or pay a dividend if there are reasonable
grounds for believing that (1) we are, or would after the payment be, unable to pay our liabilities as they become due or (2) the realizable value
of our assets would thereby be less than the aggregate of our liabilities and stated cap