X

www.gulft.comaue ¢ o 2 »

Guifx Lid
ABN: 41 082 284 084
ASX Code: GLX

45 Veninor Avenue, West Perth
Western Australia 8005

Phone:4 +61 8 938D 4442
Fax: +61 8 9389 4400
Email: infodguifx.com.au

26 October 2006

QUARTERLY ACTIVITIES REPORT FOR THE QTR ENDED 36 SEP 2006

This report summarises the activities for GulfX imited (GulfX) for the period 1 July
2006 to 30 September 2006.

Activity Highlichts

- Capital structare: The capital structure remains as detailed in the previous
quarter.

o 54.1 million Ordinary shares

o 7.5 million discovery shares (detailed conditions contained in the March
Prespectus)

o 26.8 million options exercisable at 20 cents, expiry 31-Dec 2009

- Cash balance: Cash balance is $3.0 million compared to $3.2 million at June
30. The board remains commitied to minimising cash expenditures in the lead
up to drilfing program. The changes made in the June guarter have had the
desired effect of reducing the cash expenditures of GulfX. It is anficipated the
reduced monthly expenditures will continue until GulfX nears the
commencement of the drilling program or new activities necessitate the need for
additional expertise and expendifures.

- Corporate structure: No further changes were made in the September quarter.
The board is aware of the potential need for enhanced technical skills required
for the future expansion of GulfX but believe the existing suite of drilling
opportunities in conjunction with Ridgelake provides the appropriate platform
from which to grow GuifX into the future. The board of GulfX confinues to be
confident in the capabilities of Ridgelake as the operating partner and that the
relationship is of significant value.

- The board will continue to review the resources required in conjunction with
the opportunities that arise in the near future.
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EXPLORATION PROGRAM:

GulfX has worked with Ridgelake to develop an appropriate drilling program
that targets the prime objectives whilst optimising the drilling costs. This will be
achieved by:

- Taking advantage of the recently reduced exploration drilling costs. The Rigs
required to drili the South Marsh leases are now available af close to
US$100,000 per day compared to US$165,000 per day prior to the hurricane
Season.

- The experience of Ridgelake over recent years and the shortage of skilled labor
for some of the drilling companies has encouraged Ridgelake to move from pay
as you go drilling contracts to full turnkey contracts. The selective Turnkey
contractors have experienced labor, appropriately maintained equipment and the
technical know how to deliver drilling programs on fime and on budget.

- The program attempts to avoid potential cost penaities and delays associated
with drilling during the Hurricane season, particularly with the higher rig costs
needed to drill the South Marsh Leases.

- The proximity of the targets to proposed operations within adjacent leases has
facilitated negotiations with other exploration companies to share costs and
opportunities. More details will be provided shortly once Ridgelake has
finalised the development of their plans across a wider range of drilling
activities.

- South Marsh 138 will be drilled independently of other leasehold operations and
can be described i more detail below:

SOUTH MARSH ISLAND BLOCK 138 OCS-G 27089

Pians for drilling of South Marsh Island Block 138 OCS-G 27089 located in the
Gulf of Mexico off the Louisiana coast in 225 feet of water, are at an advanced
stage. The Operator is preparing the final Authority for Expenditure, o be
circulated and approved by joint venture partners. When joint venture approval
is received, the Operator will proceed with negotiations to confract a drilling rig.

The joint venture is optimistic that drilling of the first well on South Marsh 138
can commence in December 2006.

The drilling objectives are multiple Pleistocene age Lentic sands that range in
depth from 9800 feet o 11,800 feet. The prospective area is covered by
licensed 3D seismic.

In July and August, 2005, two wells were drilled in the adjoining Block 139,
confirming 3D seismic hydrocarbon indicators. Well OCS-G-21106 B2 ST
discovered hydrocarbons at approximately 9,500 TVD and nearly 100° deeper
they found additional resources fellowed by mechanical problems causing them
to discontinue drilling. Daily production of ¢il or gas has been released from
the Office of Minerals Management for the month of May 2006. Average daily
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production rates for the B2 ST were 389 MCFG plus 565 barrels of oil per day.
The B1 well produced an average 567 MCFG plus 559 barrels of oil per day
during the same period.

The first well to be drilled in South Marsh Isiand Block 138 will target reserves
estimated by an independent consultant with considerabie interpretation
experience in the region, at befween a low of 6 million barrels of oil and 7.04
BCF of gas and a high of 10.080 million barrels of o1l and 10.52 BCF of gas.
This well represents one of a number of targets in South Marsh Island Block
138.

In summary, the Scuth Marsh Island 138 prospects have multiple objectives
with amplitude anomalies. Targets range from sands considered low risk (due
to direct correlation of seismic amplitudes from producing wells in adjacent
block South Marsh Island 139), with upside potential from the deeper fargets
with anficipation of sizeable resources. A combination of good guality 3D
seismic data and nearby discovery wells lower the exploration risk for block
138 leaving credible reservoirs to drill.

EXPLORATION SUMMARY

GulfX is excited by the opportunities within the 5 leases and believe a 12.5%
working interest in south Marsh 138 and 152 and a 20% working interest of the
remaining leases provides the potential for substantial upside. The target
resource estimates (as described in the March Prospectus) are:

Low High
South Marsh Island 138 --- bbls Oil 12,742,220 18,071,550
South Marsh Island 152 --- bbls Oil 500,000 920,000
bef Gas 11.62 16.84
Vermilion 317 --- bef Gas 15.38 29.10
High Island 307 --- betf Gas 6.82 13.56
Viesca Knell 79 --- bef Gas 6.99 18.02

(project details can be found on the Guifx website --- www.gulfx.com.au)
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inteoduced E7/%6. Origing Appendis 8. Amended 177497, /78, 30792004,

Namte of entity

Rufe 5.3

GuifX Lid

ABN

41 062 284 084

Consolidated statement of cash flows

Quarter ended (“current quarter™}

36 September 2006

Current quarter Year to date
Cash flows related to operaiing activities {3 months)
$A°000 $A'BO0
1.1 Receipts from product sales and related debtors | o | e
1.2 Payments Tor  (a} exploration and evalvation | | e
(b) development | . e
(¢} production | - e
() administration (168) {168}
3 Dividends received
1.4 Interest and other items of a similar nature
received 33 33
1.5 Interest and other costs of financepaid | | e
1.6 Income taxespaid | .
1.7 Other (provide details ifmateria) | e | e
Net Operating Cash Flows {135) {135}
Cash flows related to investing activities
1.8 Payment for purchases oft fa)prospects | e e
{(blequity imvestments | e | e
{c)other fixedassets | | e
1.9 Proceeds from sale oft  {a)prospects | e | e
{blequity investments | - | e
{cyother fixedassets | | e
1.10 Loanstootherentites | . e
1.11 Loans repaid by other entites | | e
112 Other (provide details ifmateria) |~ ] e
Net in\;esting cashflows v
113 Total operating and investing cash flows
{carvied forward) {135) {135}

+ See chapter 19 for defined terms.
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Appendix 5B
Mining exploration entify quasarterly report

1.13 Total operating and investing cash flows
(brought forward} {135) {135}
Cash flows related to financing activities
1.14 Proceeds from issues of shares, options,etc. | | e
115 Proceeds from sale of forfeited shares | — | e
1.16  Proceeds from borrowings | e | e
117 Repayment of borrowings | | e
1.18 Dividendspad | | e
1.19 Onhier - Share issue expenses e
Nef finaﬂciﬂg cash flows 1
Net increase {decrease) in cash held (135) {135}
1.20  Cash at beginning of quarter/year to date 3,154 3,154
1.21 Exchange rate adjustments 1o item 1.20 {4 {4}
1.22 Cash at end of quarter 3,015 3,015

Payments to directors of the entity and associates of the directors
Payments to related entities of the entity and associates of the related entities

Current quarter

$A°000
1.23 Aggregate amount of payments to the parties included in Hem 1.2 36
1.24 Aggregate amount of loans to the parties included in item 1.10 —
1.25 Explanation necessary for an understanding of the transactions

Non-cash financing and investing activities

2.1

2.2

Consuling fees and directors fees.

Details of financing and investing transactions which have had a material efTect on consolidated
assets and Habilities but did not involve cash flows

Details of outlays made by other entities to establish or increase their share in projects in which the
reporting entity has an interest

Financing facilities available

Add notes as necessary for an nnderstanding of the position.

+ See chapter 19 for defined terms.
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Amount available Amount used
$A0GO $A°000
31 Loan faciditles 0
32  Creditstandby arrangements | e e
Estimated cash outflows for next quarter
$A°000

4.1 Explocation and evaluation 2,000
42  Development L

Total 2,060

Reconciliation of cash

Reconciliation of cash at the end of the quarter (as

Current quarter

Previous guarter

shown in the consolidated statement of cash flows) to SAT000 SAT000

the related items in the accounts is as follows.

5.1 Cash on hand and at bank 3,015 3,154

52 Deposisarcal |~ |

53 pekovedan =01 -

54 Other(ovide dewils | — | -
3,015 3,154

Fotal: cash at end of guarter (item 1.22)

Changes in interests in mining tenements

Tenement Nature of interest Interest at | Interest at
reference (note £2)) beginning | end of
of quarter [ quarter
6.1  Interests in mining
tenements refinguished,
reduced or lapsed
6.2 Interests in mining

tenements acquired or
inereased

+ See chapter 19 for defined terms.
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Issued and quoted securities at end of current quarter

Description includes rate of interest amd any redempltion or conversion rights logether with prives and dales.

Total number

Number guoted

fssue  price  per
security (see note
3} {cents)

Amount paid up per
securily {sce note 3)
{cents)

7.1

Preference
*securities
{description}
Chaoges during
quarter

(a} Increases
through issues
(by Decreases
through returns
of capital, buy-
backs,
redemptions

7.4

*Ordinary
secitrities
Chaoges during
quarter

(a} Increases
through issues
(by Decreases
through returns
of capital, buy-
backs

54,126,967

54,126,907

7.5

7.6

“Discovery
Shares
Chaoges during
quarter

(a} Increases
through issues
(by Decreases
through
securities
matured,
converted

7,500,600

Nil

7.7

7.8

7.9

7.10

Options
{description and
CORVErsion

Jactor)

issued during
quarter
Exercised during
quarter

Expired during
quarter

26,842,407

Bt
L

42,407

Lad

[l

Exercise price
20 cents

Expiry date
31-Dec-2009

Bebentfures
{totals only)

712

Ensecured
notes ffotals
oy}

Compliance statement

+ See chapter 19 for defined terms.
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1 This statement has been prepared under accounting policies which comply with
accounting standards as defined in the Corporations Act or other standards acceptable
to ASX {see note 4).

2 This stalement does give a irue and fair view of the matters disclosed.

Sign here: Jack Toby Date: 26 October 2006

(Birector/Company secretary)

Print name: Jack Toby

Notes

1 The quarterly report provides a basis for informing the market how the entity’s
activities have been Timanced for the past quarter and the effect on its cash position.
An eniity wanting to disclose additional iaformation is encouraged 1o do so, in a note
or notes attached to this report.

2 The “Nature of interest” {items 6.1 and 6.2) includes options in respect of interests in
mining tenements acquired, exercised or lapsed during the reporting period. 1f the
entity is involved in a joint venture agreement and there are conditions precedest
which will change its percentage interest in a mining terement, it should disclose the
change of percentage interest and conditions precedent in the list required for items
6.1and 6.2

3 Issued and quoted securities The issue price and amount paid up is not required in
iterns 7.1 and 7.3 for fully paid securities.

4 The deflinitions in, and provisions of, 4A4ASB [022: Accounting for Extractive
Industries and AASB 1026: Statement of Cash Flows apply to this report.

3 Accounting Standards ASX will accept, for example, the use of International

Accounting Standards Tor foreign entities. 1f the standards used do not address a 1opic,
the Australian standard on that topic (if any) must be complied with.

+ See chapter 19 for defined terms.
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