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PROSPECTTUS

GULEFWEST ENERGY INC.

19,179,192 Shares of GulfWest Energy Inc. Class A Common Stock
(the "Shares")

This prospectus relates to the resale of up to 19,179,192 Shares issuable
to certain selling shareholders assuming the exercise of warrants or conversion
and exchange of certain preferred stock by those shareholders. This offering is
not being underwritten. The selling shareholders have advised us that they will
sell the shares from time to time in the open market, in privately negotiated
transactions or a combination of these methods at market prices prevailing at
the time of sale, at prices related to the prevailing market prices, at
negotiated prices, or otherwise as described under "Plan of Distribution." We
will pay all expenses of registration incurred in connection with this offering,
but the selling shareholders will pay all of their selling commission, brokerage
fees and related expenses.

Our common stock is traded over-the-counter under the symbol "GULE". On
December 7, 2004, the average of the high and low bid and asked prices of our
common stock as traded over-the-counter was $.68 per share.

Investing in our stock involves a high degree of risk. Please see "Risk
Factors" beginning on page 5 for a discussion of certain factors that you should
consider before investing.

Neither the Securities and Exchange Commission nor any state securities
commission has approved or disapproved of these securities or passed upon the
accuracy or adequacy of this prospectus. Any representation to the contrary is a
criminal offense.

The information in this prospectus is not complete and may be changed. The
selling shareholders may not sell or offer those securities until this
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.

The date of this prospectus is December 7, 2004
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PROSPECTUS SUMMARY

This summary highlights selected information contained elsewhere in this
prospectus. The following summary does not contain all of the information that
may be important. You should read the detailed information appearing elsewhere
in this prospectus before making an investment decision. Certain terms that we
use 1in our industry are italicized and defined in the "Glossary of Industry
Terms and Abbreviations". Unless otherwise indicated, all references to
"GulfWest", the "Company", "we", "us" and "our" refer to GulfWest Energy Inc.
and our subsidiaries.

Our Business
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We are primarily engaged in the acquisition, development, exploitation and
production of crude oil and natural gas. Our focus is on increasing production
from our existing properties through further exploitation, development and
exploration, and on acquiring additional interests in crude oil and natural gas
properties in the United States of America.

Since we made our first significant acquisition in 1993, we have
substantially increased the value of our crude oil and natural gas reserves
through a combination of acquisitions and the further exploitation and
development of our properties. At December 31, 2003, our estimated proved
reserves were approximately 5.0 million barrels (MBbl) of oil and 32.7 billion
cubic feet (Bcf) of natural gas with a Present Value discounted at 10% (PV-10)
of $114.4 million. Due to the limited available capital over the last three
years, we have not spent enough capital to maintain or increase our reserves.
This has led to a decrease in our proved reserves in each of the years. All of
our properties are located on land in Texas, Colorado, Louisiana, Oklahoma and
Mississippi, with the exception of Grand Lake in Louisiana. In the future, we
plan to expand by continued exploitation of our existing properties and through
the acquisition of additional properties.

Our operations are considered to fall within a single industry segment,
which is the acquisition, development, production and servicing of crude oil and
natural gas properties. See "Management's Discussion and Analysis of Financial
Condition and Results of Operations."

Our Company

We were formed as a corporation under the laws of the State of Utah in 1987
as Gallup Acquisitions, Inc., and subsequently changed our name to First
Preference Fund, Inc. and then to GulfWest Energy, Inc. We became a Texas
corporation by a merger effected in July 1992, in which our name became GulfWest
0il Company. On May 21, 2001, we changed our name to GulfWest Energy Inc. Our
common stock is traded over-the-counter (OTC) under the symbol "GULEF".

Our principal office is located at 480 North Sam Houston Parkway East,
Suite 300, Houston, Texas 77060 and our telephone number is (281) 820-1919.

Recent Transactions

On April 27, 2004, we completed an $18,000,000 financing package with new
energy lenders. We used $15,700,000 to retire existing debt of $27,584,145,
resulting in forgiveness of debt of $11,884,145, the elimination of a hedging
liability and the return to the Company of Series F Preferred Stock with an
aggregate liquidation preference of $1,000,000 (this preferred stock, at the
request of the Company, was transferred to a financial advisor to the Company
and to two companies affiliated with two directors of the Company. See "Certain
Relationships and Related Transactions.") This taxable gain

resulting from these transactions will be completely offset by available

net operating loss carryforwards. The term of the note is eighteen months and it
bears interest at the prime rate plus 11%. This rate increases by .75% per month
beginning in month ten. We paid the new lenders $1,180,000 in cash fees and also
issued them warrants to purchase 2,035,621 shares of our common stock at an
exercise price of $.01 per share, expiring in five years. The warrants are
subject to anti-dilution provisions. We are required by the terms of the
warrants to register the resale of the common stock underlying the warrants, and
those shares are offered by this prospectus. See "Management's Discussion and
Analysis of Financial Condition and Results of Operations."
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Simultaneously, our wholly-owned subsidiary, GulfWest 0il & Gas Company,
completed the initial phase of a private offering of its Series A Preferred
Stock for $4,000,000. The Series A Preferred Stock is exchangeable into our
common stock based on a liquidation value of $500 per share of Series A
Preferred Stock divided by $.35 per share of our common stock, or 11,428,571
shares. As part of an advisory fee, we issued $500,000 of the Series A Preferred
Stock to a financial advisor. One of our directors acquired $1,500,000 of the
Series A Preferred Stock. The resale of the shares of common stock to be issued
upon the exchange of the Series A Preferred Stock is offered by this prospectus.

The Series A Preferred Stock is entitled to receive dividends at the rate
of $45.00 per share per annum, payable quarterly, as declared by the Board of
Directors. The Series A Preferred Stock is redeemable in whole or in part at any
time, at the option of the issuer, at a price of $500 per share, plus all
accrued and undeclared unpaid dividends. The exchange price of the Series A
Preferred Stock is based upon $0.35 per share of common stock. At December 7,
2004, 50 shares of the Series A Preferred Stock had been exchanged for 71,428
shares of our common stock.

Pursuant to an agreement with the financial advisor, who provided access to
the lenders and raised $1,900,000 of the Series A Preferred Stock, we paid the
following: a cash fee of $400,000, at closing of the transaction; $250,000 in
cash, payable $10,000 per month for 25 months; and $500,000 issued in Series A
Preferred Stock (as mentioned above). In addition, the financial advisor
received 400 shares of our Series F Preferred Stock from a former lender.

Of the $21,500,000 total cash raised, we used $15,700,000 to pay existing
debt and $1,580,000 to pay fees and commissions, leaving $4,220,000 available
for capital expenditures and working capital.

Other Securities Being Offered

In addition to the transactions described above, this prospectus also
covers the resale of our common stock to be acquired upon conversion and
exchange of our preferred stock and upon exercise of certain other warrants we
have issued.

As of December 7, 2004, there was a total of 18,940 shares of preferred
stock issued and outstanding in three series, including 8,000 shares of Series D
Preferred Stock, 9,000 shares of Series E Preferred Stock and 1,940 shares of
Series F Preferred Stock (collectively, "Preferred Stock"). The 8,000 shares of
Series D Preferred Stock are held by a former director, the 9,000 shares of
Series E Preferred Stock are held by a current director and the 1,940 shares of
Series F are held by a financial advisor to the Company, two private investors,
an officer and two companies affiliated with two directors. See "Certain
Relationships and Related Transactions." On a fully converted basis, the 8,000
shares of Series D Preferred Stock would convert to 500,000 shares of common
stock. On a fully converted basis, the 9,000 shares of Series E Preferred Stock
would convert to 2,250,000 shares of common stock. On a fully converted basis,
the 1,940 shares of Series F Preferred Stock would convert to 970,000 shares of
common stock.

Since 1996 we have occasionally issued warrants to employees, consultants
and directors as additional compensation. These warrants have exercise prices
ranging from $0.75 to $1.20 per share and entitle the warrant holders to
purchase up to 890,000 shares of common stock. The warrants contain certain
anti-dilution provisions and have expiration dates from January 6, 2005 to
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December 7, 2006.

Additionally, warrants have occasionally been issued to lenders or
guarantors on loans to the Company as additional consideration for entering into
the loans or guaranties. These warrants have an exercise price of $.75 per
warrant and entitle the warrant holders to purchase up to 1,075,000 shares of
common stock. A director of the Company has 625,000 of these warrants. The
warrants contain certain anti-dilution provisions and have expiration dates
ranging from February 12, 2005 to April 1, 2008.

Summary of the Offering

This prospectus relates to the resale of an aggregate of up to 19,179,192
shares of our common stock (the "Shares") issuable or issued to certain selling
shareholders, assuming the conversion and exchange of the preferred stock
described above and the exercise of the warrants described above. The selling
shareholders may offer to sell the Shares at fixed prices, at prevailing market
prices at the time of sale, or at varying negotiated prices. We will not receive
any proceeds from the resale of Shares by the holders thereof.

As of December 7, 2004 the total number of shares of our common stock
outstanding was 18,593,969, not including the shares reserved for issuance upon
the conversion and exchange of the preferred stock and the exercise of the
warrants described above.

On December 7, 2004, the average of the high and low bid and asked prices
of our common stock as traded over-the-counter was $.68 per share.

WHERE YOU CAN FIND ADDITIONAL INFORMATION

We have filed a registration statement on Form S-1, as amended, to register
the shares of common stock being offered by this prospectus. In addition, we
file annual, quarterly and special reports, proxy statements and other
information with the Securities and Exchange Commission. Prospective purchasers
may read and copy any reports, statements or other information we file at the
Securities and Exchange Commission's public reference facilities in Washington,
D.C., New York and Chicago, Illinois. Please call the Securities and Exchange
Commission at 1-800-SEC-0330 for further information on the public reference
facilities. Our Securities and Exchange Commission filings are also available to
the public from commercial document retrieval services, and at the web site
maintained by the Securities and Exchange Commission at http://www.sec.gov. As
allowed by Securities and Exchange Commission rules, this prospectus does not
contain all the information contained in the registration statement or in
exhibits to the registration statement.

RISK FACTORS

Investing in our stock involves a high degree of risk. You should carefully
consider the following risk factors in addition to the other information in this
prospectus before making an investment in our stock. Any of the following risks
could cause the trading price of the Shares to decline.

Our success depends heavily upon our ability to market our crude oil and
natural gas production at favorable prices.

In recent decades, there have been both periods of worldwide overproduction
and underproduction of crude oil and natural gas, and periods of increased and
relaxed energy conservation efforts. Such conditions have resulted in excess
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supply of, and reduced demand for, crude oil on a worldwide basis and for
natural gas on a domestic basis. At other times, there has been short supply of,
and increased demand for, crude oil and, to a lesser extent, natural gas. These
changes have resulted in dramatic price fluctuations.

The degree to which we are leveraged could possibly have important
consequences to our shareholders, including the following:

(1) Our indebtedness, acquisitions, working capital, capital expenditures
or other purposes may be impaired;

(1ii) Funds available for our operations and general corporate purposes or
for capital expenditures will be reduced as a result of the dedication of a
substantial portion of our consolidated cash flow from operations to the payment
of the principal and interest on our indebtedness;

(iii) We may be more highly leveraged than certain of our competitors,
which may place us at a competitive disadvantage;

(iv) The agreements governing our long-term indebtedness and bank loans may
contain restrictive financial and operating covenants;

(v) An event of default (not cured or waived) under financial and operating
covenants contained in our debt instruments could occur and have a material
adverse effect;

(vi) Certain of the borrowings under our debt agreements have floating
rates of interest, which causes us to be vulnerable to increases in interest
rates; and

(vii) Our substantial degree of leverage could make us more vulnerable to a
downturn in general economic conditions.

Our ability to make principal and interest payments under long-term
indebtedness and bank loans will be dependent upon our future performance, which
is subject to financial, economic and other factors, some of which are beyond
our control.

We cannot assure you that our current level of operating results will
continue or improve. We believe that we will need to access capital markets in
the future in order to provide the funds necessary to repay a significant
portion of our indebtedness. We cannot assure you that any such refinancing will
be possible or that we can obtain any additional financing, particularly in view
of our anticipated high levels of debt. If no such refinancing or additional
financing were available, we could default on our debt obligations.

5

We have incurred net losses in the past and there can be no assurance that
we will be profitable in the future.

We have incurred net losses in three of the last five fiscal years. Our
accountants have included a "going concern" notation in their letter
accompanying our audited financial statements. See "Financial Statements." If we
continue to sustain net losses in future years, it will be difficult to continue
as an operating entity.

Our future operating results may fluctuate significantly depending upon a
number of factors, including industry conditions, prices of crude oil and
natural gas, rates of production, timing of capital expenditures and drilling
success. These variables could have a material adverse effect on our business,
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financial condition, results of operations and the market price of our common
stock.

Estimates of crude oil and natural gas reserves depend on many assumptions
that may turn out to be inaccurate.

Estimates of our proved reserves for crude oil and natural gas and the
estimated future net revenues from the production of such reserves rely upon
various assumptions, including assumptions as to crude oil and natural gas
prices, drilling and operating expenses, capital expenditures, taxes and
availability of funds. The process of estimating crude oil and natural gas
reserves 1is complex and imprecise.

Actual future production, crude oil and natural gas prices, revenues,
taxes, development expenditures, operating expenses and quantities of
recoverable crude oil and natural gas reserves may vary substantially from the
estimates we obtain from reserve engineers. Any significant variance in these
assumptions could materially affect the estimated quantities and present value
of reserves we have set forth. In addition, our proved reserves may be subject
to downward or upward revision due to factors that are beyond our control, such
as production history, results of future exploration and development, prevailing
crude o0il and natural gas prices and other factors.

Approximately 25% of our total estimated proved reserves at December 31,
2003 were proved undeveloped reserves, which are by their nature less certain.

Recovery of such reserves requires significant capital expenditures and
successful drilling operations. The reserve data set forth in the reserve
engineer reports assumes that substantial capital expenditures are required to
develop such reserves. Although cost and reserve estimates attributable to our
crude o0il and natural gas reserves have been prepared in accordance with
industry standards, we cannot be sure that the estimated costs are accurate,
that development will occur as scheduled or that the results of such development
will be as estimated.

You should not interpret the present value referred to in this prospectus
as the current market value of our estimated crude oil and natural gas reserves.

In accordance with Securities and Exchange Commission requirements, the
estimated discounted future net cash flows from proved reserves are generally
based on prices and costs as of the date of the estimate. Actual future prices
and costs may be materially higher or lower.

The estimates of our proved reserves and the future net revenues from which
the present value of our properties is derived were calculated based on the
actual prices of our various properties on a property-by-property basis at
December 31, 2003. The average prices of all properties were $29.51 per barrel
of o0il and $5.82 per thousand cubic feet (Mcf) of natural gas at that date.

Actual future net cash flows will also be affected by increases or
decreases in consumption by crude oil and natural gas purchasers and changes in
governmental regulations or taxation. The timing of both the production and the
incurring of expenses in connection with the development and production of crude
0oil and natural gas properties affect the timing of actual future net cash flows
from proved reserves. In addition, the 10% discount factor, which is required by
the Securities and Exchange Commission to be used in calculating discounted
future net cash flows for reporting purposes, is not necessarily the most
appropriate discount factor. The effective interest rate at various times and
the risks associated with our business or the oil and gas industry in general
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will affect the accuracy of the 10% discount factor.

Except to the extent that we acquire properties containing proved reserves
or conduct successful development or exploitation activities, our proved
reserves will decline as they are produced.

In general, the volume of production from crude oil and natural gas
properties declines as reserves are depleted. Our future crude oil and natural
gas production is highly dependent upon our success in finding or acquiring
additional reserves.

The business of acquiring, enhancing or developing reserves requires
considerable capital.

Our ability to make the necessary capital investment to maintain or expand
our asset base of crude oil and natural gas reserves could be impaired to the
extent that cash flow from operations is reduced and external sources of capital
become limited or unavailable. In addition, we cannot be sure that our future
acquisition and development activities will result in additional proved reserves
or that we will be able to drill productive wells at acceptable costs.

Crude o0il and natural gas drilling and production activities are subject to
numerous risks, many of which are beyond our control.

These risks include (i) the possibility that no commercially productive oil
or gas reservoirs will be encountered; and, (ii) that operations may be
curtailed, delayed or canceled due to title problems, weather conditions,
governmental requirements, mechanical difficulties, or delays in the delivery of
drilling rigs and other equipment that may limit our ability to develop, produce
and market our reserves. We cannot assure you that new wells we drill will be
productive or that we will recover all or any portion of our investment in such
new wells.

Drilling for crude oil and natural gas may not be profitable.

Any wells that we drill may be dry wells or wells that are not sufficiently
productive to be profitable after drilling. Such wells will have a negative
impact on our profitability. In addition, our properties may be susceptible to
drainage from production by other operators on adjacent properties.

Our industry experiences numerous operating risks that could cause us to
suffer substantial losses.

Such risks include fire, explosions, blowouts, pipe failure and
environmental hazards, such as o0il spills, natural gas leaks, ruptures or
discharges of toxic gases. We could also suffer losses due to personnel injury
or loss of life; severe damage to or destruction of property; or environmental
damage that could result in clean-up responsibilities, regulatory investigation,
penalties or suspension of our operations. In accordance with customary industry
practice, we maintain insurance policies against some, but not all, of the risks
described above. Our insurance policies may not adequately protect us against
loss or liability. There is no guarantee that insurance policies that protect us
against the many risks we face will continue to be available at justifiable
premium levels.

As owners and operators of crude oil and natural gas properties, we may be
liable under federal, state and local environmental regulations for activities
involving water pollution, hazardous waste transport, storage, disposal or other
activities.
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Our past growth has been attributable to acquisitions of producing crude
0il and natural gas properties with proved reserves. There are risks involved
with such acquisitions.

The successful acquisition of properties requires an assessment of
recoverable reserves, future crude oil and natural gas prices, operating costs,
potential environmental and other liabilities, and other factors beyond our
control. Such assessments are necessarily inexact and their accuracy uncertain.
In connection with such an assessment, we perform a review of the subject
properties that we believe to be generally consistent with industry practices.
Such a review, however, will not reveal all existing or potential problems, nor
will it permit us, as the buyer, to become sufficiently familiar with the
properties to fully assess their capabilities or deficiencies. We may not
inspect every well and, even when an inspection is undertaken, structural and
environmental problems may not necessarily be observable.

When we acquire properties, in most cases, we are not entitled to
contractual indemnification for pre-closing liabilities, including environmental
liabilities.

We generally acquire interests in properties on an "as is" basis with
limited remedies for breaches of representations and warranties. In those
circumstances in which we have contractual indemnification rights for
pre-closing liabilities, we cannot assure you that the seller will be able to
fulfill its contractual obligations. In addition, the competition to acquire
producing crude oil and natural gas properties is intense and many of our larger
competitors have financial and other resources substantially greater than ours.
We cannot assure you that we will be able to acquire producing crude oil and
natural gas properties that have economically recoverable reserves for
acceptable prices.

We may acquire royalty, overriding royalty or working interests in
properties that are less than the controlling interest.

In such cases, it is likely that we will not operate, nor control the
decisions affecting the operations, of such properties. We intend to limit such
acquisitions to properties operated by competent parties with whom we have
discussed their plans for operation of the properties.

We will need additional financing in the future to continue to fund our
development and exploitation activities.

We have made and will continue to make substantial capital expenditures in
our exploitation and development projects. We intend to finance these capital
expenditures with cash flow from operations, existing financing arrangements or
new financing. We cannot assure you that such additional financing will be
available. If it is not available, our development and exploitation activities
may have to be curtailed, which could adversely affect our business, financial
condition and results of operations, as was the case in 2003.

The marketing of our natural gas production depends, in part, upon the
availability, proximity and capacity of natural gas gathering systems, pipelines
and processing facilities.

We could be adversely affected by changes in existing arrangements with
transporters of our natural gas since we do not own most of the gathering
systems and pipelines through which our natural gas is delivered to purchasers.
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Our ability to produce and market our natural gas could also be adversely
affected by federal, state and local regulation of production and
transportation.

The crude o0il and natural gas industry is highly competitive in all of its
phases.

Competition is particularly intense with respect to the acquisition of
desirable producing properties, the acquisition of crude oil and natural gas
prospects suitable for enhanced production efforts, and the hiring of
experienced personnel. Our competitors in crude oil and natural gas acquisition,
development, and production include the major oil companies, in addition to
numerous independent crude oil and natural gas companies, individual proprietors
and drilling programs.

Many of these competitors possess and employ financial and personnel
resources substantially in excess of those which are available to us and may,
therefore, be able to pay more for desirable producing properties and prospects
and to define, evaluate, bid for, and purchase a greater number of producing
properties and prospects than our financial or personnel resources will permit.
Our ability to generate reserves in the future will be dependent on our ability
to select and acquire suitable producing properties and prospects while
competing with these companies.

The domestic o0il industry is extensively regulated at both the federal and
state levels. Although we believe we are presently in compliance with all laws,
rules and regulations, we cannot assure you that changes in such laws, rules or
regulations, or the interpretation thereof, will not have a material adverse
effect on our financial condition or the results of our operations.

Legislation affecting the o0il and gas industry is under constant review for
amendment or expansion, frequently increasing the regulatory burden on the
industry. There are numerous federal and state agencies authorized to issue
rules and regulations affecting the o0il and gas industry. These rules and
regulations are often difficult and costly to comply with and carry substantial
penalties for noncompliance.

State statutes and regulations require permits for drilling operations,
drilling bonds, and reports concerning operations. Most states also have
statutes and regulations governing conservation matters, including the
unitization or pooling of properties, and the establishment of maximum rates of
production from wells. Some states have also enacted statutes prescribing price
ceilings for natural gas sold within their states.

Our industry is also subject to numerous laws and regulations governing
plugging and abandonment of wells, discharge of materials into the environment
and other matters relating to environmental protection. The heavy regulatory
burden on the o0il and gas industry increases the costs of our doing business as
an oil and gas company, consequently affecting our profitability.

We have "blank check" preferred stock.

Our Articles of Incorporation authorize the Board of Directors to issue
preferred stock without further shareholder action in one or more series and to
designate the dividend rate, voting rights and other rights preferences and
restrictions. The issuance of preferred stock could have an adverse impact on
holders of common stock. Preferred stock is senior to common stock.
Additionally, preferred stock could be issued with dividend rights senior to the

10
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rights of holders of common stock. Finally, preferred stock could be issued as
part of a "poison pill", which could have the effect of determining offers to
acquire the Company See "Description of Securities™"

We do not pay dividends on our common stock.

Our board of directors presently intends to retain all of our earnings for
the expansion of our business; therefore we do not anticipate distributing cash
dividends on our common stock in the foreseeable future. Any decision of our
board of directors to pay cash dividends will depend upon our earnings,
financial position, cash requirements and other factors.

The holders of our common stock do not have cumulative voting rights,
preemptive rights or rights to convert their common stock to other securities.

We are authorized to issue 80,000,000 shares of common stock, $.001 par
value per share. As of December 7, 2004, there were 18,593,969 shares of common
stock issued and outstanding. Since the holders of our common stock do not have
cumulative voting rights, the holder(s) of a majority of the shares of common
stock present, in person or by proxy, will be able to elect all of the members
of our board of directors. The holders of shares of our common stock do not have
preemptive rights or rights to convert their common stock into other securities.

Management controls the Company.

Mr. J. Virgil Waggoner, our Chairman of the Board and one of the selling
shareholders, owns 9,601,829 shares of our common stock, which represents almost
52% of the currently outstanding common stock. Additionally, Mr. Waggoner has
the right to acgquire an additional 7,180,714 shares pursuant to conversion and
exchange of preferred stock and exercise of currently exercisable warrants and
options. See "Security Ownership of Certain Beneficial Owners and Management."
Additionally, all current directors and officers as a group own almost 70% of
the outstanding common stock (assuming they convert all preferred stock and
exercise all currently exercisable warrants and options held by them). For as
long as Mr. Waggoner and the other directors and officers continue to own over a
majority of the outstanding common stock, they will be able to control elections
to the board of directors and other matters submitted to shareholders. The
percentage ownership of directors and officers could be reduced by the issuance
of common stock on conversion and exchange of preferred stock and the exercise
of warrants, although it is impossible to say how many shares will be actually
issued.

The number of shares of outstanding common stock could increase
significantly as a result of our recent transactions.

If all of the common stock offered by this prospectus is issued by the
Company, the number of our outstanding shares of common stock will more than
double. It is impossible to say how many shares, if any, will be issued by the
Company and how many shares, in turn, will be resold under this prospectus.
However, it is possible that our stock price could decline significantly as a
result of an increased number of shares being offered into the market.

10

CAPITALIZATION

The following table sets forth our capitalization as of September 30, 2004
and as adjusted to give effect to the issuance of the shares offered by this
prospectus listed under "Summary - Other Securities Being Offered", assuming
conversion and exchange of all the preferred stock described in this prospectus
and exercise of all of the outstanding warrants. You should read this table in

11
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conjunction with our financial statements, "Selected Financial Data" and

"Management's Discussion and Analysis of Results of Operations and Financial
Condition" included elsewhere in this prospectus.

Total long-term debt, less current portion
Total current liabilities

Total debt

Shareholders' equity
Series A Preferred Stock,
Series D Preferred Stock,

Series F Preferred Stock,

01 par value, $500 liquidation wvalue, 8,000 shares outstanding
01 par value, $500 liquidation wvalue, 8,000 shares outstanding

01 par value, $500 liquidation wvalue, 2,000 shares outstanding

S.
S.
Series E Preferred Stock, $.01 par value, $500 ligquidation wvalue, 9,000 shares outstanding
S.
1

Class A Common Stock, $.00
adjusted

Additional paid-in equity

Accumulated deficit

Total shareholders' equity

Total capitalization

DIVIDEND POLICY

We have never declared or paid cash dividends on our common stock. We
currently intend to retain all available funds and any future earnings for use
in the operation of our business and to fund future growth. We do not anticipate
paying any cash dividends in the foreseeable future.

11

FORWARD-LOOKING STATEMENTS

We make forward-looking statements throughout this prospectus. Whenever you
read a statement that is not simply a statement of historical fact (such as when
we describe what we "believe," "expect" or "anticipate" will occur, and other
similar statements), you must remember that our expectations may not be correct,
even though we believe they are reasonable. We do not guarantee that the
transactions and events described in this prospectus will happen as described

(or that they will happen at all). The forward-looking information contained in
this prospectus is generally located in the material set forth under the
headings "Summary," "Risk Factors," "Management's Discussion and Analysis of

Financial Condition and Results of Operations" and "Business" but may be found
in other locations as well. These forward-looking statements generally relate to
our plans and objectives for future operations and are based upon our

par value, 18,492,541 shares outstanding actual, 37,671,733 as

12
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management's reasonable estimates of future results and trends.

YOU SHOULD RELY ONLY ON THE INFORMATION CONTAINED IN THIS PROSPECTUS. WE
HAVE NOT AUTHORIZED ANYONE TO PROVIDE YOU WITH INFORMATION THAT IS DIFFERENT.
THIS PROSPECTUS MAY ONLY BE USED WHERE IT IS LEGAL TO SELL THESE SECURITIES. THE
INFORMATION CONTAINED IN THIS PROSPECTUS IS ACCURATE ONLY AS OF THE DATE OF THIS
PROSPECTUS, REGARDLESS OF WHEN THIS PROSPECTUS IS DELIVERED OR THE DATE OF ANY
SALE OF OUR COMMON STOCK.

12

MARKET PRICE OF COMMON STOCK

Our common stock is traded over-the-counter (OTC) under the symbol "GULEF".
Fidelity Transfer Company, 1800 South West Temple, Suite 301, Box 53, Salt Lake
City, Utah 84115, (801) 484-7222 is the transfer agent for the common stock. The
high and low trading prices for the common stock for each quarter in 2004, 2003
and 2002 are set forth below. The trading prices represent prices between
dealers, without retail mark-ups, mark-downs, or commissions, and may not
necessarily represent actual transactions.

High
2004
First Quarter $.56
Second Quarter $.56
Third Quarter $.85
2003
First Quarter $.45
Second Quarter .47
Third Quarter .47
Fourth Quarter .47
2002
First Quarter $.66
Second Quarter .60
Third Quarter .51
Fourth Quarter .44

We are authorized to issue 80,000,000 shares of Class A common stock, par
value $.001 per share (the "common stock"). As of December 7, 2004, there were
18,593,969 shares of common stock issued and outstanding (not including shares
issuable upon exercise of outstanding warrants or upon conversion and exchange
of preferred stock) and held by approximately 625 beneficial owners.

13

SELLING SHAREHOLDERS
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The selling shareholders may offer and sell, from time to time, any or all
of the Shares. Because the selling security holders may offer all or only some
portion of the 19,179,192 Shares to be registered, no estimate can be given as
to the amount or percentage of these Shares that will be held by the selling
shareholders upon termination of the offering.

The following table sets forth the name and relationship with us, if any,
of certain of the selling shareholders and (i) the number of shares of common
stock beneficially owned by the selling shareholders as of the date of this
prospectus, (ii) the maximum number of shares of common stock which may be
offered for the account of the selling shareholders under this prospectus and
(iii) the amount and percentage of common stock that would be owned by the
selling shareholders after completion of the offering, assuming a sale of all of
the common stock which may be offered hereunder. Except as otherwise noted
below, the selling shareholders have not, within the past three years, had any
position, office or other material relationship with us.

Beneficial ownership is determined under the rules of the Securities and
Exchange Commission. The number of shares beneficially owned by a person
includes shares of common stock subject to options held by that person that are
currently exercisable or exercisable within 60 days of the date of this
prospectus. The shares issuable under these securities are treated as if
outstanding for computing the percentage ownership of the person holding these
securities but are not treated as if outstanding for the purposes of computing
the percentage ownership of any other person.

Name and Address of Total Shares % of
Selling Security Holder Registered
Petrobridge Investment Management, LLC 2,035,621

1600 Smith Street, Suite 4250
Houston, TX 77002

Petro Capital Advisors 1,628,571
1845Woodall Rodgers Frwy. ,Suitel700
Dallas, TX 75201

Virgil Waggoner2 7,160,714
6605 Cypresswood Drive, Suite 250
Spring, TX 77379

Patrick Parker 857,143
Scarbrough Building, 6th and Congress,

101 wW. 6th St. Suite 610

Austin, TX 78701

Douglas Moreland 1,428,571
1655 East Layton Drive
Englewood, CO 80110

Stanley Chason 71,429
1230 Watervale Court,
Pasadena, MD 21122

14
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Name and Address of
Selling Security Holder

Total Shares
Registered

XMen, LLC
520 Lake Cook Road, Suitel05
Deerfield, IL 60015

1,714,286

Bruce Goldstein
1934 Deercrest Lane
Northbrook, IL 60062

Barry S. Cohn Revocable Trust
2505 Astor Court
Glenview, IL 60025

Bargus Partnership
664 South Evergreen Ave
Woodbury Heights, NJ 08097

Edwin J. Hagerty
5100 West Grove Dr.
Dallas, TX 75248

Star-Tex Trading Company
16300 Addison Rd., Suite 300
Addison, TX 75001

ST Advisory Corp./John E. Loehr3
16300 Addison Rd., Suite 300
Addison, TX 75001

Thomas R, Kaetzer4
480 N. Sam Houston Parkway, Suite 300
Houston, TX 77060

Jim C. Bighamb
480 N. Sam Houston Parkway, Suite 300
Houston, TX 77060

Marshall A. Smith III6
480 N. Sam Houston Parkway, Suite 300
Houston, TX 77060

Intermarket Management LLC7
170 Broadway., Suite 1700

500,000

15
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New York, NY 10038

Star Investments , LTD 100,000 *
3421 Causeway Blvd., Suite 103
Metairie, LA 70002

15
Name and Address of Total Shares % of Ownership
Selling Security Holder Registered
Ray B. Nesbitt 150,000 *
1 Winston Woods
Houston, TX 77024
J. T. Thompson 40,000 *
1212 Woodhollow Drive, No. 15101
Houston, TX 77057
Rick Gardner 100,000 *
1615 Poydras, 5th Floor
New Orleans, LA 70112
Ron Zimmerman 60,000 *
1212 Woodhollow Drive, No. 15101
Houston, TX 77057
Steven M. Morris 500,000 *
P.O. Box 941828
Houston, TX 77094
* Less than 1%
1 Includes shares registered hereunder.
2 Mr. Waggoner is Chairman of the Board of the Company. See "Management."
3 Mr. Loehr is Chief Executive Officer and a director of the Company. See "Management."

Reflects 270,000 shares 1issuable to Mr. Loehr pursuant immediately exercisable
issuable upon exchange of preferred stock held by ST Advisory Corp. ST Advisory Corp.

Mr. Kaetzer is President, Chief Operating Officer and a director of the Company.
Mr. Bigham is Vice President and Secretary of the Company. See "Management."
Mr. Smith is a director of the Company. See "Management."

Mr. M. Scott Manolis, one of our directors, is Chairman, Chief Executive
Company. See "Management" and "Certain Relationships and Related Transactions."
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PLAN OF DISTRIBUTION

The selling shareholders may, from time to time, sell all or a portion of
the shares of common stock on any market upon which the common stock may be
quoted (currently the OTC Bulletin Board), in privately negotiated transactions
or otherwise. Such sales may be at fixed prices prevailing at the time of sale,
at prices related to the market prices or at negotiated prices. The shares of
common stock being offered by this prospectus may be sold by the selling
shareholders using one or more of the following methods, without limitation:

(a) Block trades in which the broker or dealer so engaged will attempt to
sell the shares of common stock as agent but may position and resell a
portion of the block as principal to facilitate the transaction;

(b) purchases by broker or dealer as principal and resale by the broker or
dealer for its account pursuant to this prospectus;

(c) an exchange distribution in accordance with the rules of the
applicable exchange;

(d) ordinary brokerage transactions and transactions in which the broker
solicits purchasers;

(e) privately negotiated transactions;

(f) market sales (both long and short to the extent permitted under the
federal securities laws);

(g) at the market to or through market makers or into an existing market
for the shares;

(h) through transactions in options, swaps or other derivatives (whether
exchange listed or otherwise); and

(i) a combination of any aforementioned methods of sale.

In the event of the transfer by the selling shareholder of its shares to
any pledgee, donee or other transferee, we will amend this prospectus and the
registration statement of which this prospectus forms a part by the filing of a
post-effective amendment in order to have the pledgee, donee or other transferee
in place of the selling shareholder who has transferred his or her shares.

In effecting sales, brokers and dealers engaged by a selling shareholder
may arrange for other brokers or dealers to participate. Brokers or dealers may
receive commissions or discounts from the selling shareholder or, if any of the
broker-dealers act as an agent for the purchaser of such shares, from the
purchaser in amounts to be negotiated which are not expected to exceed those
customary in the types of transactions involved. Broker-dealers may agree with a
selling shareholder to sell a specified number of the shares of common stock at
a stipulated price per share. Such an agreement may also require the
broker-dealer to purchase as principal any unsold shares of common stock at the
price required to fulfill the broker-dealer commitment to the selling
shareholder if such broker-dealer is unable to sell the shares on behalf of the
selling shareholder. Broker-dealers who acquire shares of common stock as
principal may thereafter resell the shares of common stock from time to time in
transactions which may involve block transactions and sales to and through other
broker-dealers, including transactions of the nature described above. Such sales
by a broker-dealer could be at prices and on terms then prevailing at the time
of sale, at prices related to the then-current market price or in negotiated
transactions. In connection with such resales, the broker-dealer may pay to or
receive from the purchasers of the shares commissions as described above.

17
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A selling shareholder and any broker-dealers or agents that participate
with that selling shareholder in the sale of the shares of common stock may be
deemed to be "underwriters" within the meaning of the Securities Act of 1933, as
amended, in connection with these sales. In that event, any commissions received
by the broker-dealers or agents and any profit on the resale of the shares of
common stock purchased by them may be deemed to be underwriting commissions or
discounts under the Securities Act of 1933, as amended.

From time to time, a selling shareholder may pledge its shares of common
stock pursuant to the margin provisions of its customer agreements with its
brokers. Upon a default by a selling shareholder, the broker may offer and sell
the pledged shares of common stock from time to time. Upon a sale of the shares
of common stock, the selling shareholders intend to comply with the prospectus
delivery requirements under the Securities Act of 1933 by delivering a
prospectus to each purchaser in the transaction. We intend to file any
amendments or other necessary documents in compliance with the Securities Act of
1933 which may be required in the event a selling shareholder defaults under any
customer agreement with brokers.

To the extent required under the Securities Act of 1933, a post effective
amendment to this registration statement will be filed, disclosing the name of
any broker-dealers, the number of shares of common stock involved, the price at
which the common stock is to be sold, the commissions paid or discounts or
concessions allowed to such broker-dealers, where applicable, that such
broker-dealers did not conduct any investigation to verify the information set
out or incorporated by reference in this prospectus and other facts material to
the transaction.

We and the selling shareholders will be subject to applicable provisions of
the Securities Exchange Act of 1934, as amended, and the rules and regulations
under it, including, without limitation, Rule 10b-5 and, insofar as a selling
shareholder is a distribution participant and we, under certain circumstances,
may be a distribution participant, under Regulation M. All of the foregoing may
affect the marketability of the common stock.

All expenses of the registration statement including, but not limited to,
legal, accounting, printing and mailing fees are and will be borne by us. Any
commissions, discounts or other fees payable to brokers or dealers in connection
with any sale of the shares of common stock will be borne by the selling
shareholder, the purchasers participating in such transaction, or both.

Any shares of common stock covered by this prospectus that qualify for sale
pursuant to Rule 144 under the Securities Act of 1933, as amended, may be sold
under Rule 144 rather than pursuant to this prospectus.
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SELECTED HISTORICAL FINANCIAL DATA

The following table sets forth selected historical financial data of our
Company for the nine-month period ended September 30, 2004 and 2003, and as of
December 31, 2003, 2002, 2001, 2000 and 1999, and for each of the periods then
ended. See "Business" and "Management's Discussion and Analysis of Financial
Condition and Results of Operations." The income statement data for the years
ended December 31, 2003, 2002 and 2001 and the balance sheet data at December
31, 2003 and 2002 are derived from our audited financial statements contained
elsewhere herein. The income statement data for the years ended December 31,

18
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2000 and 1999 and the balance sheet data at December 31, 2001, 2000 and 1999 are
derived from our Annual Report on Form 10-K for those periods. You should read
this data in conjunction with our consolidated financial statements and the
notes thereto included elsewhere herein.

(in thousands, except per share data)

Nine Month Period
Ended September 30,

(unaudited) Year Ended December 31
2004 2003 2003 2002 2001 2000
Income Statement
Data
Operating
Revenues $7,876,941 $8,476,790 $11,010,723 $10,839,797 $12,990,581 $8,984,175
Net income (loss)
from
operations 1,296,567 1,350,832 917,571 927,655 3,451,875 2,464,017
Net income (loss) 4,440,654 (1,510,681) (3,024,426) (4,502,313) 1,044,291 352,774
Dividends on
preferred stock (256,084) - (127,083) (112,500) (56,250) -
Net income (loss)
available to
common
shareholders 4,184,570 (1,510,681) (3,151,509) (4,614,813) 988,401 352,774
Net income
(loss), per
share
of common
stock,
basic $.23 $(.08) S(.17) $(.25) $.05 $.02
Net income
(loss), per
share
of common
stock,
diluted $.14 $(.08) S(.17) $(.25) $.05 $.02

Weighted average
number
of shares of
common
stock
outstanding 18,492,541 18,492,541 18,492,541 18,492,541 18,464,343 17,293,848

Balance Sheet
Data
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Current assets $2,682,118 $1,932,956 $1,742,689 $2,353,046 $2,205,862 $2,934,804
Total assets 53,163,515 51,827,422 52,428,774 53,088,941 51,379,209 32,374,128
Current

liabilities 12,647,876 43,750,817 44,619,652 43,998,566 12,492,365 7,594,986

Long—-term

obligations 22,457,432 94,416 1,393,607 137,808 26,541,957 18,077,371
Other liabilities 3,013,131 641,796 591,467 1,128,993 - -
Shareholders'

Equity $15,045,076 $7,338,393 $5,824,648 $7,823,574 $12,344,887 $6,701,771
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

You should read the following discussion in conjunction with our financial
statements and the notes thereto included elsewhere in this prospectus. This
discussion and analysis contains forward-looking statements within the meaning
of the federal securities laws. These forward-looking statements are subject to
risks and uncertainties that could cause actual results to differ materially
from historical results or our predictions. Please see "Risk Factors" and
"Forward-Looking Statements" for a discussion of the uncertainties, risks and
assumptions associated with these statements.

Overview

We are engaged primarily in the acquisition, development, exploitation,
exploration and production of crude oil and natural gas. Our focus is on
increasing production from our existing crude oil and natural gas properties
through the further exploitation, development and exploration of those
properties, and on acquiring additional interests in crude oil and natural gas
properties. Our gross revenues are derived from the following sources:

1. 0il and gas sales that are proceeds from the sale of crude oil and
natural gas production to midstream purchasers;

2. Operating overhead and other income that consists of earnings from
operating crude o0il and natural gas properties for other working interest
owners, and marketing and transporting natural gas. This also includes earnings
from other miscellaneous activities.

3. Well servicing revenues that are earnings from the operation of well
servicing equipment under contract to other operators. During 2003, we worked
only for our own account.

The following is a discussion of our consolidated financial condition,
results of operations, financial condition and capital resources. You should
read this discussion in conjunction with our Consolidated Financial Statements
and the Notes thereto contained elsewhere herein. See "Financial Statements."

Results of Operations
The factors which most significantly affect our results of operations are

(1) the sales price of crude o0il and natural gas, (2) the level of total sales
volumes of crude oil and natural gas, (3) the cost and efficiency of operating
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our properties, (4) depletion and depreciation of oil and gas property costs and
related equipment, (5) the level of and interest rates on borrowings, (6) the
level and success of new acquisitions and development of existing properties,
and (7) the adoption of changes in accounting rules.

We consider depletion and depreciation of o0il and gas properties and
related support equipment to be critical accounting estimates, based upon
estimates of o0il and gas reserves.

The estimates of o0il and gas reserves utilized in the calculation of
depletion and depreciation are estimated in accordance with guidelines
established by the Securities and Exchange Commission and the Financial
Accounting Standards Board, which require that reserve estimates be prepared
under existing economic and operating conditions with no provision for price and
cost escalations over prices and costs existing at year end, except by
contractual arrangements.

We emphasize that reserve estimates are inherently imprecise. Accordingly,
the estimates are expected to change as more current information becomes
available. Our policy is to amortize capitalized oil and gas costs on the unit
of production method, based upon these reserve estimates. It is reasonably
possible the estimates of future cash inflows, future gross revenues, the amount
of 0il and gas reserves, the remaining estimated lives of the oil and gas
properties, or any combination of the above may be increased or reduced in the
near term. If reduced, the carrying amount of capitalized oil and gas properties
may be reduced materially in the near term.
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Comparative results of operations for the periods indicated are discussed below.

Three-Month Period Ended September 30, 2004 compared to Three Month Period
Ended September 30, 2003.

Revenues

0il and Gas Sales. Revenues from the sale of crude oil and natural gas for
the quarter increased 17% from $2,401,000 in 2003 to $2,816,400 in 2004 due to
higher commodity prices offset by lower production volumes and the sale of two
properties in West Texas and one property in Oklahoma. The lower production
volumes were due to the natural decline in production from our Gulf Coast
fields. We have implemented a development plan which should result in increased
production in future quarters.

Operating Overhead and Other Income. Revenues from these activities
decreased from $35,100 in 2003 to $(13,400) in 2004. This was due to
fluctuations in prices of natural gas in our imbalance accounts.

Costs and Expenses
Lease Operating Expenses. Lease operating expenses decreased 20% from
$1,434,000 in 2003 to $1,149,800 in 2004 due to lower production volumes and the

sale of two properties in West Texas and one property in Oklahoma.

Depreciation, Depletion and Amortization (DD&A). DD&A decreased 3% from
$540,300 in 2003 to $526,300 in 2004, due to lower commodity sales volumes.

General and Administrative (G&A) Expenses. G&A expenses increased 31% for

the period from $380,200 in 2003 to $498,200 in 2004, due to increased costs
related to our financing activities.
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Interest Expense. Interest expense increased 37% from $756,200 in 2003 to
$1,036,600 in 2004, primarily due to a significant increase in our interest rate
following our refinancing.

Nine-Month Period Ended September 30, 2004 compared to Nine-Month Period
Ended September 30, 2003.

Revenues

0il and Gas Sales. Revenues from the sale of crude oil and natural gas for
the period decreased 7% from $8,376,000 in 2003 to $7,811,400 in 2004 due to
lower production volumes and the sale of two properties in West Texas and one
property in Oklahoma. Our development plan to increase production did not start
until May 2004.

Operating Overhead and Other Income. Revenues from these activities
decreased 35% from $100,800 in 2003 to $65,600 in 2004. This was due to
fluctuations in prices of natural gas in our imbalance accounts.
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Costs and Expenses

Lease Operating Expenses. Lease operating expenses decreased 11% from
$4,196,400 in 2003 to $3,749,000 in 2004 due to lower production volumes and the
sale of two properties in West Texas and one property in Oklahoma.

Depreciation, Depletion and Amortization (DD&A). DD&A decreased 18% from
$1,714,900 in 2003 to $1,402,500 in 2004, due to lower commodity sales volumes.

General and Administrative (G&A) Expenses. G&A expenses increased 13% for
the period from $1,214,700 in 2003 to $1,371,800 in 2004, due to increased costs
related to our financing activities.

Interest Expense. Interest expense increased 28% from $2,328,900 in 2003 to
$2,971,400 in 2004, due to a significant increase in our interest rate following
our refinancing.

Year Ended December 31, 2003 Compared to Year Ended December 31, 2002
Revenues

0il and Gas Sales. Our operating revenues from the sale of crude oil and
natural gas increased by 4% from $10,447,000 in 2002 to $10,844,000 in 2003.
This increase was due to higher sales prices but offset by normal oil and gas
production declines. We were unable to offset the production declines through
development efforts because of limited development capital.

Well Servicing Revenues. There were no revenues from our well servicing
operations in 2003 compared to $39,000 in 2002 since we ceased performing work
for other operators and concentrated on our own properties.

Operating Overhead and Other Income. Revenues from these activities
decreased 53% from $354,000 in 2002 to $166,000 in 2003, primarily due to (1)
the loss of an oil and gas marketing contract and (2) lower pipeline volumes
resulting in less transportation revenue.

Costs and Expenses

Lease Operating Expenses. Lease operating expenses increased 2% from
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$5,430,000 in 2002 to $5,528,000 in 2003 due to increased vendor prices and
increased production taxes.

Cost of Well Servicing Operations. There were no well servicing expenses in
2003 compared to $56,000 in 2002 since we did not work for other operators.

Depreciation, Depletion and Amortization (DD and A). DD and A decreased 17%
from $2,698,000 in 2002 to $2,226,000 in 2003, principally due to lower
production volumes. We also recorded income of $262,000 related to the
cumulative effect of adopting SFAS 143.

Accretion Expense. We recorded accretion expense of $77,000 as a result of
adopting SFAS 143 "Asset Retirement Obligation", effective January 1, 2003.

General and Administrative (G and A) Expenses. G and A expenses increased
31% from $1,728,000 in 2002 to $2,262,000 in 2003 due to expenses associated
with financing efforts that were not culminated.

Interest Income and Expense. Interest expense increased 6% from $3,159,000
in 2002 to $3,363,000 in 2003 due to penalty interest paid to our largest
lender.

22

Other Financing Costs. In 2003, we recorded an expense of $1,000,000 to
account for the issuance of 2,000 shares of our preferred stock to our largest
lender under a financial agreement.

Unrealized Gain (Loss) on Derivative Instruments. The estimated future fair
value of derivative instruments at December 31, 2003 resulted in an unrealized
gain of $537,000 in 2003 compared to an unrealized loss of $1,597,000 in 2002.

Dry Holes, Abandoned Property and Impaired Assets. The cost of abandoned
property in 2003 was $359,000 because the lack of capital to complete projects
resulted in the loss of leases. This compared to combined costs of dry holes,
abandoned property and impaired assets of $617,000 in 2002.

Dividends on Preferred Stock. In 2003, accrued and unpaid dividends on
preferred stock due were $127,000. In 2002, dividends on preferred stock due and
paid were $112,000.]

Depreciation, Depletion and Amortization (DD&A). DD&A decreased 3% from
$540,300 in 2003 to $526,300 in 2004, due to lower commodity sales volumes.

General and Administrative (G&A) Expenses. G&A expenses increased 31% for
the period from $380,200 in 2003 to $498,200 in 2004, due to increased costs
related to our financing activities.

Interest Expense. Interest expense increased 37% from $756,200 in 2003 to
$1,036,600 in 2004, primarily due to a significant increase in our interest rate
following our refinancing.

Year Ended December 31, 2002 Compared to Year Ended December 31, 2001
Revenues

0il and Gas Sales. Our operating revenues from the sale of crude oil and
natural gas decreased by 16% from $12,426,000 in 2001 to $10,447,000 in 2002.

This decrease was due to normal oil and gas production declines of 6% and oil
and gas price declines of 10%.
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Well Servicing Revenues. Revenues from our well servicing operations
decreased by 77% from $169,000 in 2001 to $39,000 in 2002. This decrease was due
to performing less work for third parties and the sale of one of our workover
rigs.

Operating Overhead and Other Income. Revenues from these activities
decreased 10% from $395,000 in 2001 to $354,000 in 2002, primarily as a result
of the termination of a gas transportation sales contract with a local utility.

Costs and Expenses

Lease Operating Expenses. Lease operating expenses increased 5% from
$5,155,000 in 2001 to $5,430,000 in 2002 due to increased vendor prices which
more than offset a decrease in production taxes.

Cost of Well Servicing Operations. Well servicing expenses decreased 69%
from $182,000 in 2001 to $56,000 in 2002 due to less work under contract to
third parties and the sale of one workover rig.

Depreciation, Depletion and Amortization (DD and A). DD and A increased 8%
from $2,491,000 in 2001 to $2,698,000 in 2002, due to a reduction in proved
reserves at year end 2002.

General and Administrative (G and A) Expenses. G and A expenses were
essentially unchanged from $1,710,000 in 2001 to $1,728,000 in 2002.
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Interest Income and Expense. Interest expense increased 15% from $2,757,000
in 2001 to $3,159,000 in 2002 due to increased debt associated with the funding
of acquisitions in August, 2001, capital used in our development program and
issuance of warrants associated with working capital loans.

Unrealized Gain (Loss) on Derivative Instruments. The estimated future fair
value of derivative instruments at December 31, 2002 resulted in an unrealized
loss of $1,597,000 in 2002 compared to an unrealized gain of $4,215,000 in 2001.
Also in 2001, an unrealized loss of $3,747,000, resulting from the cumulative
effect of adopting SFAS No. 133 "Accounting for Derivative Instruments and Other
Hedging Activities," was recorded.

Dry Holes, Abandoned Property, Impaired Assets. The costs of a dry hole in
Louisiana of $339,000, abandoned property in Oklahoma of $222,000 and impaired
assets in Mississippi of $55,000 totaled $617,000 in 2002 compared to none in
2001.

Dividends on Preferred Stock. In 2002, dividends on Preferred Stock due and
paid were $112,000. Dividends on Preferred Stock due were $56,000 and paid were
$28,000 in 2001.

Financial Condition and Capital Resources

At September 30, 2004, our current liabilities exceeded our current assets
by $9,965,758. We had a loss of $4,835,708 for the quarter compared to a loss of
$399,457 for the period in 2003. The loss for 2004 included a non-cash loss of
approximately $1.9 million associated with the change in our estimate of the
fair value of our hedge, approximately $1.9 million loss on the sale of assets
and approximately $500,000 of amortization of expenses associated with our
refinancing.

During the third quarter of 2004, our sales volumes were 40,733 barrels of
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crude oil and 272,611 Mcf of natural gas compared to 49,330 barrels of crude oil
and 263,561 Mcf of natural gas in the third quarter of 2003. Revenue for crude
01l sales for the period was $1,332,744 in 2004 compared to $1,176,604 in 2003
and for natural gas sales was $1,483,642 in 2004 compared to $1,224,363 in 2003.

During the nine-month period ended September 30, 2004 our sales volumes
were 127,530 barrels of oil and 756,614 Mcf of natural gas compared to 169,953
barrels of oil and 908,346 Mcf of natural gas for the period in 2003. Revenue
for crude o0il sales for the period was $3,861,893 in 2004 compared to $4,076,097
in 2003 and for natural gas sales was $3,949,480 in 2004 compared to $4,299,889
in 2003.

On April 27, 2004, in our wholly-owned subsidiary, GulfWest 0il and Gas
Company, we completed an $18,000,000 financing package with a new energy lender.
We used $15,700,000 to retire existing debt of $27,584,145, resulting in
forgiveness of debt of $11,884,145. This taxable gain will be completely offset
by available net operating loss carryforwards. The term of the note is eighteen
months and it bears interest at the prime rate plus 11%. This rate increases by
.75% per month beginning in month ten. We paid the new lender $1,180,000 in cash
fees and also issued the new lender warrants to purchase 2,035,621 shares of our
common stock at an exercise price of $.01 per share, expiring in five years. The
warrants are subject to demand registration and anti-dilution provisions.

Simultaneously, our wholly-owned subsidiary, GulfWest 0il & Gas Company,
completed the initial phase of a private offering of its Series A Preferred
Stock for $4,000,000. The Series A Preferred Stock is exchangeable for our
Common Stock based on a liquidation value of $500 per share of Series A
Preferred Stock divided by $.35 per share of our Common Stock. As part of a fee
and commission, we issued $500,000 of the Series A Preferred Stock to a
financial advisor. One of our directors acquired $1,500,000 of the Series A
Preferred Stock.
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Of the $21,500,000 total cash raised, we used $15,700,000 to pay existing
debt and $1,580,000 to pay fees and commissions, leaving $4,220,000 available
for capital expenditures and working capital.

As of September 30, 2004 we have incurred $2,983,787 in loan fees. This
includes lender fees of $1,540,000 ($1,180,000 paid in cash and a $360,000 fee
due at the termination of the loan), financial advisor fees of $1,150,000, which
includes the $500,000 of Series A Preferred Stock, and $293,787 for other
professional fees. Also, the lender charges a quarterly administrative fee of
$25,000. These costs are being amortized over the term of the loan and are
included in other financing costs.

In addition we issued the lender warrants valued at $916,029. The value of
the warrants is recorded as a note discount and is being expensed over the term
of the loan and included in interest expense.

Inflation and Changes in Prices

While the general level of inflation affects certain costs associated with
the petroleum industry, factors unique to the industry result in independent
price fluctuations. Such price changes have had, and will continue to have a
material effect on our operations; however, we cannot predict these
fluctuations.

The following table indicates the average crude oil and natural gas prices
received over the last three years by quarter. Average prices per barrel of oil
equivalent, computed by converting natural gas production to crude oil
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equivalents at the rate of 6 Mcf per barrel, indicate the composite impact of
changes in crude oil and natural gas prices.

Average Prices

Crude 0il
And Natural

Liquids Gas

(per Bbl) (per Mcft)
2003
First $24.53 $5.36
Second 23.53 4.47
Third 23.85 4.32
Fourth 24.99 4.56
2002
First $19.40 $2.81
Second 20.75 3.16
Third 22.04 2.87
Fourth 22 .38 3.56
2001
First $24.15 $5.27
Second 24.14 3.88
Third 23.25 3.08
Fourth 19.94 2.62
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Controls and Procedures

As of September 30, 2003, an evaluation was performed under the supervision
and with the participation of our management, including the CEO and Vice
President of Finance, of the effectiveness of the design and operation of our
disclosure controls and procedures. Based on that evaluation, our management,
including the CEO and Vice President of Finance, concluded that our disclosure
controls and procedures were effective as of September 30, 2004. There have been
no significant changes in our internal controls or in other factors that could
significantly affect internal controls subsequent to September 30, 2004.

Quantitative and Qualitative Disclosures About Market Risk

The following market rate disclosures should be read in conjunction with
the quantitative disclosures about market risk contained in the Company's 2003
annual report on Form 10-K, as well as with the consolidated financial
statements and notes thereto included in this Prospectus.

All of our financial instruments are for purposes other than trading. We
only enter derivative financial instruments in conjunction with its oil and gas

Per
Equivalent
Barrel
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hedging activities.

Hypothetical changes in interest rates and prices chosen for the following
stimulated sensitivity effects are considered to be reasonably possible
near-term changes generally based on consideration of past fluctuations for each
risk category. It is not possible to accurately predict future changes in
interest rates and product prices. Accordingly, these hypothetical changes may
not be an indicator of probable future fluctuations.

Interest Rate Risk

We are exposed to interest rate risk on debt with variable interest rates.
At September 30, 2004, we carried variable rate debt of $28,885,455. Assuming a
one percentage point change at September 30, 2004 on our Company's variable rate
debt, the annual pretax income would change by $288,855.

Commodity Price Risk

In the past we have entered into and may in the future enter into certain
derivative arrangements with respect to portions of our oil and natural gas
production to reduce our sensitivity to volatile commodity prices. During 2003,
2002, and 2001, we entered into price swaps and put agreements. We believe that
these derivative arrangements, although not free of risk, allow us to achieve a
more predictable cash flow and to reduce exposure to price fluctuations.
However, derivative arrangements limit the benefit to us of increases in the
prices of crude oil and natural gas sales. Moreover, our derivative arrangements
apply only to a portion of our production and provide only partial price
protection against declines in price. Such arrangements may expose us to risk of
financial loss in certain circumstances. We expect that the daily volume of
derivative arrangements will vary from time to time. We continuously reevaluate
our derivative program in light of 