gulfresources

LIMITED

ASX Announcement 14 April 2008

Signs with Vietnam Partner on Coal to Liquid Fuel Project

Highlights

e Enters into Strategic Alliance with one of Vietnam'’s largest private industrial
conglomerates

e Examining potential of jointly (50/50 basis) developing a Coal To Liquid (CTL)
fuel conversion plant project in northern Vietnam

Summary

The Directors of Gulf Resources Ltd (ASX:GLF; “Gulf”) are pleased to announce,
that in accordance with its previously announced strategy of assessing and
reviewing opportunities for growth, the company has entered into a Strategic
Alliance and Mutual Cooperation Agreement with the Hanoi General Export and
Import Corporation, a member of the Hanoi General Export and Import Group
(“Geleximco”) one of Vietnam’'s largest private industrial conglomerates with
substantial interests across a broad range of sectors including, mining, finance,
manufacturing, commodity trading, agricultural processing, energy and resources.

The boards of Geleximco and Gulf have resolved to implement a broad programme
for further developing complimentary business activities in the mining, energy,
finance, commodities and infrastructure fields.

In particular, the groups have agreed to form a joint venture company to examine the
feasibility of developing, in two stages, a 60,000 barrel per day (bpd), Coal To Liquid
fuel conversion plant project in northern Vietnam. (“Vietham CTL Project”).

Commentary

Scott Reid, Chairman of Gulf Resources, commenting on the landmark agreement
between the two groups said, “This agreement is a significant milestone on Gulf’s
growth trajectory to becoming a major consolidated resources development and
investment enterprise within 5 years. This important and strategic alliance with
Geleximco, one of Vietnam'’s largest private industrial conglomerates, was several
years in the making and due, in large part, to the efforts of my Deputy Chairman,
Philip Treisman and his team”.
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Remarking on the significance of the initial CTL project, Mr Reid said “Our first joint
venture project in Vietnam is the CTL project, a significant and substantial project in
its own right that forms the cornerstone of our Gulf Energy Division”.

The preliminary programme of the project remains subject to confidential
discussions with our engineers and strategic alliance partners, and will be outlined in
a future update to the market.

Further Details and Background Information

Under the Articles of the Strategic Alliance and Mutual Co-operation Agreement,
Gulf and Geleximco shall make every effort to jointly develop and diversify projects
with the aim of increasing co-operation in the energy, mining, finance, infrastructure
and commodities trading sectors.

e The companies act on a preferred partner basis and cooperate exclusively at
this stage to determine the potential of the projects on which to work together.

e The companies will jointly assist in the definition of sources of capital and
leverage funding for the projects and arrange the funding for any conceptual
studies and provide technical and project management expertise.

Agreed to Set up Joint Venture (50/50 basis)

The parties have agreed to form a joint venture company to conduct the pre-
feasibility study, bankable feasibility study and execution of the Coal To Liquid fuel
conversion plant project on the following basis:

1) The parties shall share equally in the joint venture (50% to Geleximco and 50%
to Gulf).

2) The parties shall conduct the joint venture in the spirit of partnership.

3) The parties shall consider the introduction of new participants both on a
commercial (financing) basis and a strategic basis.

Timeframe to Finalising Joint Venture Agreement

The Chairman and Deputy Chairman of Gulf Resources, and senior technical
engineering personnel will be visiting Hanoi during the week starting the 21 April
2008 to finalise the Joint Venture agreement, progress relevant studies on the
Vietnam CTL Project and review a number of proposals from engineering groups to
undertake conceptual and preliminary pre-feasibility studies.
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About Hanoi General Export and Import Corporation

Hanoi General Export and Import Corporation, a member of the Hanoi General
Export and Import Group (“Geleximco”), since its establishment in 1993 has become
one of Vietnam’s largest private industrial conglomerates with substantial interests
across a broad range of sectors including mining, finance, manufacturing,
commodity trading, agricultural processing, energy and resources.

About Gulf Resources

Gulf Resources is a resources development and investment company that crosses
the divide between Africa and Asia. Gulf's strategic position aims to maximise the
natural development synergies that exist between Africa and Asia. Gulf operates at
this new frontier of developed and developing markets in order to uplift shareholder
value on a sustainable basis.

We seek Sustainable Success through:
e Partnerships for Prosperity
e Diversification of Assets
¢ Intellectual Expertise and Capital

With established bases in Tanzania and Vietnam, Gulf's team of seasoned
engineering, project management and resources specialists are set to develop
projects of major significance to both the company and the countries in which Gulf
operates.

Coupled with a strong investment bias, experienced finance division and high level
partnership approach, the group is on a growth trajectory to become a major
consolidated resource development and investment enterprise within five years.

Gulf’s current partners include:

e The National Development Corporation of Tanzania, an organization owned
by the Government of the United Republic of Tanzania with a specific
mandate to develop, coordinate and implement infrastructural and economic
projects through Public Private Partnerships (PPP).

e Hanoi General Export and Import Corporation, a member of the Hanoli
General Export and Import Group (“Geleximco”), since its establishment in
1993 has become one of Vietnam'’s largest private industrial conglomerates
with substantial interests across a broad range of sectors including mining,
finance, manufacturing, commodity trading, agricultural processing, energy
and resources.
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Background Information on Vietnam

Demographics and Geographic Setting T
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Socialist Republic of Vietnam is the eastern most
country on the Indochina Peninsula in Southeast
Asia. It is bordered by China to the north, Laos to
the northwest, and Cambodia to the southwest.
On the country's east coast lies the South China
Sea. With a population of over 85 million,
Vietnam is the 13th most populous country in the
world.

Hong

HANOI, Gai

Haiphong™® ;

Mining and Resources

Vietnam has a wide variety of important mineral
resources. The principal reserves, located mainly
in the north, were; antimony, bauxite, carbonate
rocks, chrome, clays, anthracite coal, copper,
natural gas, gemstones, gold, graphite, iron ore,
lead, manganese, mica, nickel, crude petroleum,
phosphate rock (apatite), pyrophyllite, rare
earths, silica sand, tin, titanium, tungsten, zinc,
and zirconium. Coal dominates the mining
sector, and, along with carbonate rocks, crude
petroleum, and phosphate rocks, was produced A Sty
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The mining sector plays an important role in the
Vietnamese economy, and minerals trade also
accounted for a large share of the country’s
overall merchandise trade. In 2005 (the latest year for which data were available),
the output of the mining and quarrying sector (which included mineral fuels and non-
fuel minerals) accounted for 5.75% of Vietnam’s gross domestic product (GDP). The
GDP in 1994 constant dollars was estimated to be $24.87 billion.

Con Dao

In 2006, Vietnam’s major mineral commodity exports were crude petroleum ($8.32
billion) and coal ($927 million); these commodities accounted for 21.0% and 2.3%,
respectively, of total exports ($39.6 billion). Vietnam’s major mineral commodity
imports were refined petroleum products ($5.86 billion), steel ($2.9 billion), and
fertilizers ($673 million), which accounted for 13.2%, 6.5%, and 1.5%, respectively,
of total imports ($44.4 billion) (General Statistics Office of Vietnam, 2006).

In 2006, Vietnam remained one of the world’s leading producers and exporters of
anthracite coal.

The mining industry comprised state-owned companies, several state-and-foreign
mining and mineral-processing company joint ventures, many small-scale local
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government-owned mining companies, local government—private mining company
joint ventures, and local private miners.

Financial Setting

In 1986, the Sixth Party Congress approved a broad economic reform package that
introduced market reforms and set the groundwork for Vietham's improved
investment climate. Substantial progress was achieved from 1986 to 1997 in moving
forward from an extremely low level of development and in significantly reducing
poverty. The 1997 Asian financial crisis highlighted the problems in the Vietnamese
economy and temporarily allowed opponents of reform to slow progress toward a
market-oriented economy. GDP growth averaged 6.8% per year from 1997 to 2004
even against the background of the Asian financial crisis and a global recession.
Since 2001, Vietnamese authorities have reaffirmed their commitment to economic
liberalization and international integration. They have moved to implement the
structural reforms needed to modernize the economy and to produce more
competitive, export-driven industries. The economy grew 8.5% in 2007. In an effort
to stem high inflation which took off in 2007, early in 2008 Vietnamese authorities
began to raise benchmark interest rates and reserve requirements. Hanoi is
targeting an economic growth rate of 7.5-8% during the next four years.

Sources: USGS - Vietnam Country Profile 2006; CIA World Fact Book - Vietnam

Background to Coal To Liquid (CTL) Process

Oil supply security and price concerns have led to a renewed interest in coal as an
alternative feedstock for the production of transport fuels and chemicals. By using
coal conversion technologies, such as coal-to-liquids, the world’s vast coal
resources could become an important alternative to crude oil.

CTL describes both coal gasification, combined with Fischer-Tropsch (FT) synthesis
to produce liquid fuels, and the less developed, direct coal liquefaction technologies.
Coal gasification is applied widely in the production of chemicals and fertilisers,
notably in China where 8,000 coal gasifiers are operating. Fischer-Tropsch
synthesis, first developed in Germany during the early decades of the 20th century,
has been further developed and improved in South Africa by Sasol.

In the past, CTL has substituted for imported oil: during the 1930s and 1940s, when
coalrich Germany needed a secure source of transport fuels; and, since the 1950s in
South Africa, where 40 million tonnes of coal per year are still converted into
160,000 barrels per day of crude oil equivalent.

Today, with the return of high oil prices, China is constructing a 60,000 bpd CTL
plant and, with plans for further projects, aims to produce one million barrels per day
by 2020. In the USA, new incentives have been introduced for coal-based transport
fuels and coal companies are now assessing the commercial viability of new projects
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as one component of a wider vision to make greater use of the country’s vast coal
resource.

Technical background

Coal may be used to produce liquid fuels suitable for transportation applications by
the removal of carbon or addition of hydrogen, either directly or indirectly. The first
approach is usually known as carbonisation or pyrolysis and has low yields; the
second is called liguefaction. As the cost of converting coal into useful liquid fuels is
higher than the cost of refining crude oll, it is the relatively low price of the raw coal
feedstock that provides the main incentive to pursue the technology.

Commercially proven, indirect liquefaction process relies on the gasification of coal
to produce synthesis gas (a mixture of carbon monoxide and hydrogen) which is
then reacted over a catalyst at temperature and pressure to produce the desired
liquid products. It is this indirect process, using well-established Fischer-Tropsch
synthesis, that has been commercialised by Sasol in South Africa and will be used in
several new projects proposed in China.

Direct liquefaction is potentially the most efficient route currently available, yielding in
excess of 70% by weight of the dry, ash-free coal feed, under favourable conditions.
Although many different direct processes exist, common features are the dissolution
of a high proportion of the coal in a solvent at elevated temperature and pressure
followed by catalysed hydrocracking of the dissolved coal with hydrogen gas. The
overall energy efficiencies of modern processes are generally in the range 60-70%
and the technology has been demonstrated at large pilot plants. Although no
commercial plants yet exist, Shenhua Group’s first CTL facility is under construction
in China using direct liquefaction technology.

Sources:

Workshop Notes: IEA Coal Industry Advisory Board workshop
IEA Headquarters in Paris, 2 November 2006

National Mining Association , www.futurecoalfuels.org

Coal Liquefaction, Technology Status Report 010, DTI/Pub URN 99/1120, London: Department of
Trade and Industry, October 1999

Commercialization of Coal to Liquid Technology, www.EnergyBusinessReports.com
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