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Approximate Date of Commencement of Proposed Sale to the Public: From time to time after the effective date of this
registration statement.

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

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

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

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company.  See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer  o Accelerated filer o

Non-accelerated filer  o
Smaller
reporting
company  x

2
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CALCULATION OF REGISTRATION FEE

Title of each class of
securities to be registered

Amount to be
registered (1)

Proposed
maximum

offering price per
Share

Proposed
maximum

aggregate offering
price

Amount of
registration fee (2)

Common stock, $.001 par
value

1,750,000 $3.95 (4) $6,912,500 $890.33

Common stock, $.001 par
value, upon exercise of
warrants

612,541 (3) $3.95 (4) $2,419,537 $311.64

Total: 2,362,541 $9,332,037 $1,201.97

(1) In accordance with Rule 416 under the Securities Act of 1933, as amended (the “Securities
Act”), this registration statement also covers any additional shares of common stock which may
become issuable by reason of any stock dividends, stock splits, or similar transactions which
results in an increase in the number of registrant’s outstanding shares of common stock.

(2) This calculation is made solely for the purposes of determining the registration fee pursuant to
the provisions of Rule 457 under the Securities Act.

(3) Represents the maximum number of shares of common stock that the registrant expects could
be issuable upon exercise of the warrants.

(4) The shares offered will be sold by the selling stockholders in market transactions, or through
negotiated transactions or otherwise, at market prices prevailing at the time of sale or at
negotiated prices.  Accordingly, the price indicated is based on the average of the high and low
prices reported by NASDAQ for July 2, 2014, in compliance with Rule 457(c) under the
Securities Act.

The registrant hereby amends this registration statement on such date or dates as may be necessary to delay
its effective date until the registrant shall file a further amendment which specifically states that this registration
statement shall become effective in accordance with section 8(a) of the Securities Act of 1933 or until the registration
statement shall become effective on such date as the Commission acting pursuant to section 8(a), may determine.
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THE INFORMATION IN THIS PROSPECTUS IS NOT COMPLETE AND MAY BE CHANGED. THE SELLING
STOCKHOLDERS MAY NOT SELL THESE SECURITIES UNTIL THE REGISTRATION STATEMENT FILED
WITH THE SECURITIES AND EXCHANGE COMMISSION IS EFFECTIVE. THIS PROSPECTUS IS NOT AN
OFFER TO SELL THESE SECURITIES AND THE SELLING STOCKHOLDERS ARE NOT SOLICITING AN
OFFER TO BUY THESE SECURITIES IN ANY STATE WHERE THE OFFER OR SALE IS NOT PERMITTED.

PROSPECTUS

SUBJECT TO COMPLETION, DATED JULY 8 , 2014

TORCHLIGHT ENERGY RESOURCES, INC.
2,362,541 SHARES OF COMMON STOCK

This prospectus relates to the offering for resale by the selling stockholders of up to 2,362,541 shares of our common
stock, $0.001 par value, which includes (i) 1,750,000 shares of common stock, (ii) 437,541 shares of common stock
issuable upon the exercise of Series B Warrants to purchase common stock at an exercise price of $6.00 per share, (iii)
140,000 shares of common stock issuable upon the exercise of Warrants to purchase units of securities (the “Unit
Warrants”) at an exercise price of $4.00 per unit, which units each consist of one share of common stock and ј of a
Series B Warrant to purchase a share of common stock at an exercise price of $6.00 per share, and (iv) 35,000 shares
of common stock issuable upon the exercise of the Series B Warrants that underlie the Unit Warrants (which Series B
Warrants also have an exercise price of $6.00 per share).  We sold the common stock and the Series B Warrants to
certain investors through private placements (see “Description of Securities to Be Registered” below for more
information).  We are required to file this registration statement pursuant to the purchase agreements entered into with
the investors who purchased the common stock and Series B Warrants.  We issued the Unit Warrants to a placement
agent and it affiliates in connection with the private placements.

For a list of the selling stockholders, please see “Selling stockholders” section herein.  We are not selling any shares of
our common stock in this offering and therefore will not receive any proceeds from the sale thereof.  We will,
however, receive proceeds from any warrants exercised, which are exercisable for cash.  We will bear all expenses,
other than selling commissions and fees of the selling stockholders, in connection with the registration and sale of the
shares being offered by this prospectus.

These shares may be sold by the selling stockholders from time to time in the over-the-counter market or other
national securities exchange or automated interdealer quotation system on which our common stock is then listed or
quoted, through negotiated transactions or otherwise at market prices prevailing at the time of sale or at negotiated
prices.

Our common stock is listed on the NASDAQ Capital Market under the symbol “TRCH.”  On July 2, 2014, the last
reported sales price of our common stock was $ 3.95 per share.

INVESTING IN OUR COMMON STOCK INVOLVES A HIGH DEGREE OF RISK. PLEASE REFER TO THE
“RISK FACTORS” BEGINNING ON PAGE 5.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES, OR DETERMINED IF THIS
PROSPECTUS IS TRUTHFUL OR COMPLETE. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.
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THE DATE OF THIS PROSPECTUS IS _________ __, 2014.

1
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ABOUT THIS PROSPECTUS

In this prospectus, unless the context otherwise requires, “Torchlight,” “Torchlight Energy,” the “Company,” “we,” “us” and “our”
refer to Torchlight Energy Resources, Inc., a Nevada corporation, and its subsidiaries.

You should rely only on the information contained or incorporated by reference in this prospectus. We have not
authorized anyone to provide you with different information. The shares of common stock are not being offered in any
state where the offer is not permitted. You should not assume that the information in this prospectus is accurate as of
any date other than the date on the front of this prospectus, and you should assume that any information incorporated
by reference is accurate only as of the date of the document incorporated by reference, regardless of the time of
delivery of this prospectus or of any sale of the common stock.

As permitted under the rules of the Securities and Exchange Commission (the “SEC”), this prospectus incorporates
important business information about us that is contained in documents that we file with the SEC but that are not
included in or delivered with this prospectus. You may obtain copies of these documents, without charge, from the
website maintained by the SEC at www.sec.gov, as well as from us. See “Where You Can Find Additional Information”
and “Incorporation of Certain Information by Reference” in this prospectus.

WHERE YOU CAN FIND ADDITIONAL INFORMATION

We file annual, quarterly and current reports, proxy statements and other documents with the SEC. You may read and
copy, at prescribed rates, any documents we have filed with the SEC at its Public Reference Room located at 100 F
Street, N.E., Washington, DC 20549. You may obtain information on the operation of the Public Reference Room by
calling the SEC at 1-800-SEC-0330. We also file these documents with the SEC electronically. You can access the
electronic versions of these filings on the SEC’s website found at www.sec.gov.

We have filed with the SEC a registration statement on Form S-1 relating to the securities covered by this prospectus.
This prospectus is a part of the registration statement and does not contain all the information in the registration
statement. Whenever a reference is made in this prospectus to a contract, agreement or other document, the reference
is only a summary and you should refer to the exhibits that are filed with, or incorporated by reference into, the
registration statement for a copy of the contract, agreement or other document. You may review a copy of the
registration statement at the SEC’s Public Reference Room in Washington, D.C., as well as on the SEC’s website.

INCORPORATION OF CERTAIN INFORMATION BY REFERENCE

The SEC’s rules allow us to “incorporate by reference” into this prospectus certain information that we file with the SEC.
This means that we can include in this prospectus information by referring you to another document already on file
with the SEC that contains that information. Any information incorporated by reference into this prospectus is
considered to be part of this prospectus.

We incorporate by reference the following documents filed with the SEC:

• Annual Report on Form 10-K for the year ended December 31, 2013, as filed by us with the
SEC on March 31, 2014;

• Quarterly Report on From 10-Q for the quarter ended March 31, 2014, as filed by us with the
SEC on May 15, 2014; and

•
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Current Reports on Form 8-K, as filed by us with the SEC on January 8, 2014, January 17,
2014, January 29, 2014, February 3, 2014, April 17, 2014 and June 10, 2014.

 Notwithstanding the foregoing, we are not incorporating by reference any information furnished and not filed with
the SEC, including information furnished under Item 2.02 or Item 7.01 of any Current Report on Form 8-K, including
the related exhibits under Item 9.01, unless, and to the extent, expressly specified otherwise. Any statement contained
in a document incorporated in this prospectus shall be deemed to be modified or superseded to the extent that a
statement contained in this prospectus modifies or supersedes such statement. Any such statement so modified or
superseded shall only be deemed to be a part of this prospectus as so modified or superseded.

We will provide without charge to each person, including any beneficial owner, to whom this prospectus is delivered,
upon his or her written or oral request, a copy of any or all of the reports or documents referred to above that have
been incorporated by reference into this prospectus, excluding exhibits to those documents unless they are specifically
incorporated by reference into those documents. You may request a copy of these filings, at no cost, by contacting:

John A. Brda, President
Torchlight Energy Resources, Inc.
5700 W. Plano Parkway, Suite 3600

Plano, Texas 75093

3
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Telephone: (214) 432-8002
Email: john@torchlightenergy.com

You also may access these filings on our website at www.torchlightenergy.com. We do not incorporate the
information on our website into this prospectus or any supplement to this prospectus and you should not consider any
information on, or that can be accessed through, our website as part of this prospectus or any supplement to this
prospectus (other than those filings with the SEC that we specifically incorporate by reference into this prospectus or
any supplement to this prospectus).

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus, including information included or incorporated by reference in this prospectus or any supplement to
this prospectus, may contain forward-looking statements within the meaning of the Private Securities Litigation
Reform Act of 1995. These forward-looking statements include, but are not limited to, statements about our plans,
objectives, expectations and intentions that are not historical facts, and other statements identified by words such as
“may,” “will,” “expects,” believes,” “plans,” “estimates,” “potential,” or “continue,” or the negative thereof or other and similar
expressions are forward-looking statements. In addition, in some cases, you can identify forward-looking statements
by words of phrases such as “trend,” “potential,” “opportunity,” “believe,” “comfortable,” “expect,” “anticipate,” “current,” “intention,”
“estimate,” “position,” “assume,” “outlook,” “continue,” “remain,” “maintain,” “sustain,” “seek,” “achieve,” and similar expressions. These
forward looking statements are based on current beliefs and expectations of management and are inherently subject to
significant business, economic and competitive uncertainties and contingencies, many of which are beyond our
control. In addition, these forward-looking statements are subject to assumptions with respect to future business
strategies and decisions that are subject to change. In addition to the factors set forth in this prospectus and the
documents incorporated by reference in this prospectus, including under the section entitled “Risk Factors” in this
prospectus and in our Annual Report on Form 10-K for the year ended December 31, 2013 and in any other reports
that we file with the SEC, the following factors, among others, could cause actual results to differ materially from the
anticipated results: oil and natural gas prices; our ability to raise or access capital; general economic or industry
conditions, nationally and/or in the communities in which our company conducts business; changes in the interest rate
environment; legislation or regulatory requirements; conditions of the securities markets; changes in accounting
principles, policies or guidelines; financial or political instability; acts of war or terrorism; and other economic,
competitive, governmental, regulatory and technical factors affecting our operations, products and prices.

All forward-looking statements speak only as of the date of this prospectus or, in the case of any documents
incorporated by reference in this prospectus, the date of such document, in each case based on information available to
us as of such date, and we assume no obligation to update any forward-looking statements, except as required by law.

THE COMPANY

We are an energy company engaged in the acquisition, exploration, exploitation and/or development of oil and natural
gas properties in the United States.  Our business model is to focus on drilling and working interest programs within
the United States that have a short window of payback, a high internal rate of return and proven and bookable
reserves.  We have been in business since 2010.

We currently have interests in five oil and gas projects, the Marcelina Creek Field Development in Wilson County,
Texas, the Coulter Field in Waller County, Texas, the Smokey Hills Prospect in McPherson County, Kansas, the Ring
Energy Joint Venture in Southwest Kansas and the Hunton play in partnership with Husky Ventures in Central
Oklahoma.  We anticipate being involved in multiple other oil and gas projects moving forward, pending adequate
funding.  We anticipate acquiring exploration and development projects primarily as a non-operating working interest
partner, participating in drilling activities primarily on a basis proportionate to the working interest.  We intend to
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spread the risk associated with drilling programs by entering into a variety of programs in different fields with
differing economics.

Torchlight Energy Resources, Inc. is a Nevada corporation.  We operate our business through two wholly owned
subsidiaries, Torchlight Energy, Inc., also a Nevada corporation, and Torchlight Energy Operating, LLC, a Texas
limited liability company.  We currently have six full time employees.  

Our principal executive offices are located at 5700 W. Plano Parkway, Suite 3600, Plano, Texas 75093. The telephone
number of our principal executive offices is (214) 432-8002.

RISK FACTORS

Ownership of the common stock involves certain risks. You should consider carefully the risks and uncertainties
described in, or incorporated by reference in, this prospectus, including the risks described below and under the
captions “Business” and “Risk Factors” in our Annual Report on Form 10-K for the year ended December 31, 2013 and in
any other reports that we file with the SEC, along with the other information included or incorporated by reference in
this prospectus, in evaluating an investment in the common stock. The information included or incorporated by
reference in this prospectus may be amended, supplemented or superseded from time to time by other reports we file
with the SEC in the future. For a description of these reports and documents, and information about where you can
find them, see the sections entitled “Where You Can Find Additional Information” and “Incorporation of Certain
Information by Reference” in this prospectus.

4
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The risks and uncertainties described in this prospectus and the documents incorporated by reference in this
prospectus are not the only ones facing us. Additional risks and uncertainties that we do not presently know about or
that we currently believe are not material may also adversely affect our business. If any of the risks and uncertainties
described in this prospectus or the documents incorporated by reference herein actually occur, our business, financial
condition and results of operations could be adversely affected in a material way. This could cause the trading price of
the common stock to decline, perhaps significantly, and you may lose part or all of your investment.

Risks Related to the Company and the Industry

We have a limited operating history, and may not be successful in developing profitable business operations.

We have a limited operating history.  Our business operations must be considered in light of the risks, expenses and
difficulties frequently encountered in establishing a business in the oil and natural gas industries.  As of the date of
this report, we have generated limited revenues and have limited assets.  We have an insufficient history at this time
on which to base an assumption that our business operations will prove to be successful in the long-term.  Our future
operating results will depend on many factors, including:

· our ability to raise adequate working capital;
· the success of our development and exploration;

· the demand for natural gas and oil;
· the level of our competition;

· our ability to attract and maintain key management and employees; and
·our ability to efficiently explore, develop, produce or acquire sufficient quantities of marketable natural gas or oil in
a highly competitive and speculative environment while maintaining quality and controlling costs.

To achieve profitable operations in the future, we must, alone or with others, successfully manage the factors stated
above, as well as continue to develop ways to enhance our production efforts, when commenced.  Despite our best
efforts, we may not be successful in our exploration or development efforts, or obtain required regulatory approvals.
 There is a possibility that some, or all, of the wells in which we obtain interests may never produce oil or natural gas.

We have limited capital and will need to raise additional capital in the future.

We do not currently have sufficient capital to fund both our continuing operations and our planned growth.  We will
require additional capital to continue to grow our business via acquisitions and to further expand our exploration and
development programs.  We may be unable to obtain additional capital when required.  Future acquisitions and future
exploration, development, production and marketing activities, as well as our administrative requirements (such as
salaries, insurance expenses and general overhead expenses, as well as legal compliance costs and accounting
expenses) will require a substantial amount of additional capital and cash flow.

We may pursue sources of additional capital through various financing transactions or arrangements, including joint
venturing of projects, debt financing, equity financing or other means.  We may not be successful in identifying
suitable financing transactions in the time period required or at all, and we may not obtain the capital we require by
other means.  If we do not succeed in raising additional capital, our resources may not be sufficient to fund our
planned operations.

Our ability to obtain financing, if and when necessary, may be impaired by such factors as the capital markets (both
generally and in the oil and gas industry in particular), our limited operating history, the location of our oil and natural
gas properties and prices of oil and natural gas on the commodities markets (which will impact the amount of
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asset-based financing available to us, if any) and the departure of key employees.  Further, if oil or natural gas prices
on the commodities markets decline, our future revenues, if any, will likely decrease and such decreased revenues may
increase our requirements for capital.  If the amount of capital we are able to raise from financing activities, together
with our revenues from operations, is not sufficient to satisfy our capital needs (even to the extent that we reduce our
operations), we may be required to cease our operations, divest our assets at unattractive prices or obtain financing on
unattractive terms.

Any additional capital raised through the sale of equity may dilute the ownership percentage of our stockholders.
 Raising any such capital could also result in a decrease in the fair market value of our equity securities because our
assets would be owned by a larger pool of outstanding equity.  The terms of securities we issue in future capital
transactions may be more favorable to our new investors, and may include preferences, superior voting rights and the
issuance of other derivative securities, and issuances of incentive awards under equity employee incentive plans,
which may have a further dilutive effect.

5
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We may incur substantial costs in pursuing future capital financing, including investment banking fees, legal fees,
accounting fees, securities law compliance fees, printing and distribution expenses and other costs.  We may also be
required to recognize non-cash expenses in connection with certain securities we may issue, which may adversely
impact our financial condition.

We have not yet achieved profitable operations, have significant accumulated losses since our inception, and expect to
incur further losses in the development of our business.

At December 31, 2013, we had not yet achieved profitable operations, had accumulated losses of $15,840,959 since
our inception, and expect to incur further losses in the development of our business. Our ability to continue as a going
concern is dependent upon our ability to generate future profitable operations and/or to obtain the necessary financing
to meet our obligations and repay our liabilities arising from normal business operations when they come due.
Management's plan to address our ability to continue as a going concern includes: (1) obtaining debt or equity funding
from private placement or institutional sources; (2) obtaining loans from financial institutions, where possible, or (3)
participating in joint venture transactions with third parties. Although management believes that it will be able to
obtain the necessary funding to allow us to remain a going concern through the methods discussed above, there can be
no assurances that such methods will prove successful. The accompanying financial statements do not include any
adjustments that might result from the outcome of this uncertainty.

As a non-operator, our development of successful operations relies extensively on third-parties who, if not successful,
could have a material adverse effect on our results of operation.

We expect to primarily participate in wells operated by third-parties.   As a result, we will not control the timing of the
development, exploitation, production and exploration activities relating to leasehold interests we acquire.  We do,
however, have certain rights as granted in our Joint Operating Agreements that allow us a certain degree of freedom
such as, but not limited to, the ability to propose the drilling of wells.    If our drilling partners are not successful in
such activities relating to our leasehold interests, or are unable or unwilling to perform, our financial condition and
results of operation could have an adverse material effect.  

Further, financial risks are inherent in any operation where the cost of drilling, equipping, completing and operating
wells is shared by more than one person.  We could be held liable for the joint activity obligations of the operator or
other working interest owners such as nonpayment of costs and liabilities arising from the actions of the working
interest owners.  In the event the operator or other working interest owners do not pay their share of such costs, we
would likely have to pay those costs.  In such situations, if we were unable to pay those costs, there could be a
material adverse effect to our financial position.

Because of the speculative nature of oil and gas exploration, there is risk that we will not find commercially
exploitable oil and gas and that our business will fail.

The search for commercial quantities of oil and natural gas as a business is extremely risky. We cannot provide
investors with any assurance that any properties in which we obtain a mineral interest will contain commercially
exploitable quantities of oil and/or gas.  The exploration expenditures to be made by us may not result in the discovery
of commercial quantities of oil and/or gas.  Problems such as unusual or unexpected formations or pressures,
premature declines of reservoirs, invasion of water into producing formations and other conditions involved in oil and
gas exploration often result in unsuccessful exploration efforts. If we are unable to find commercially exploitable
quantities of oil and gas, and/or we are unable to commercially extract such quantities, we may be forced to abandon
or curtail our business plan, and as a result, any investment in us may become worthless.
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Strategic relationships upon which we may rely are subject to change, which may diminish our ability to conduct our
operations.

Our ability to successfully acquire oil and gas interests, to build our reserves, to participate in drilling opportunities
and to identify and enter into commercial arrangements with customers will depend on developing and maintaining
close working relationships with industry participants and our ability to select and evaluate suitable properties and to
consummate transactions in a highly competitive environment.  These realities are subject to change and our inability
to maintain close working relationships with industry participants or continue to acquire suitable property may impair
our ability to execute our business plan.

To continue to develop our business, we will endeavor to use the business relationships of our management to enter
into strategic relationships, which may take the form of joint ventures with other private parties and contractual
arrangements with other oil and gas companies, including those that supply equipment and other resources that we
will use in our business.  We may not be able to establish these strategic relationships, or if established, we may not be
able to maintain them.  In addition, the dynamics of our relationships with strategic partners may require us to incur
expenses or undertake activities we would not otherwise be inclined to in order to fulfill our obligations to these
partners or maintain our relationships.  If our strategic relationships are not established or maintained, our business
prospects may be limited, which could diminish our ability to conduct our operations.

6
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The price of oil and natural gas has historically been volatile.  If it were to decrease substantially, our projections,
budgets and revenues would be adversely affected, potentially forcing us to make changes in our operations.

Our future financial condition, results of operations and the carrying value of any oil and natural gas interests we
acquire will depend primarily upon the prices paid for oil and natural gas production. Oil and natural gas prices
historically have been volatile and likely will continue to be volatile in the future, especially given current world
geopolitical conditions. Our cash flows from operations are highly dependent on the prices that we receive for oil and
natural gas. This price volatility also affects the amount of our cash flows available for capital expenditures and our
ability to borrow money or raise additional capital. The prices for oil and natural gas are subject to a variety of
additional factors that are beyond our control. These factors include:

· the level of consumer demand for oil and natural gas;
· the domestic and foreign supply of oil and natural gas;

· the ability of the members of the Organization of Petroleum Exporting Countries ("OPEC") to agree to and maintain
oil price and production controls;

· the price of foreign oil and natural gas;
· domestic governmental regulations and taxes;

· the price and availability of alternative fuel sources;
· weather conditions;

·market uncertainty due to political conditions in oil and natural gas producing regions, including the Middle East;
and

· worldwide economic conditions.

These factors as well as the volatility of the energy markets generally make it extremely difficult to predict future oil
and natural gas price movements with any certainty. Declines in oil and natural gas prices affect our revenues, and
could reduce the amount of oil and natural gas that we can produce economically.  Accordingly, such declines could
have a material adverse effect on our financial condition, results of operations, oil and natural gas reserves and the
carrying values of our oil and natural gas properties. If the oil and natural gas industry experiences significant price
declines, we may be unable to make planned expenditures, among other things. If this were to happen, we may be
forced to abandon or curtail our business operations, which would cause the value of an investment in us to decline in
value, or become worthless.

Because of the inherent dangers involved in oil and gas operations, there is a risk that we may incur liability or
damages as we conduct our business operations, which could force us to expend a substantial amount of money in
connection with litigation and/or a settlement.

The oil and natural gas business involves a variety of operating hazards and risks such as well blowouts, pipe failures,
casing collapse, explosions, uncontrollable flows of oil, natural gas or well fluids, fires, spills, pollution, releases of
toxic gas and other environmental hazards and risks. These hazards and risks could result in substantial losses to us
from, among other things, injury or loss of life, severe damage to or destruction of property, natural resources and
equipment, pollution or other environmental damage, cleanup responsibilities, regulatory investigation and penalties
and suspension of operations. In addition, we may be liable for environmental damages caused by previous owners of
property purchased and leased by us. In recent years, there has also been increased scrutiny on the environmental risk
associated with hydraulic fracturing, such as underground migration and surface spillage or mishandling of fracturing
fluids including chemical additives. As a result, substantial liabilities to third parties or governmental entities may be
incurred, the payment of which could reduce or eliminate the funds available for exploration, development or
acquisitions or result in the loss of our properties and/or force us to expend substantial monies in connection with
litigation or settlements. We currently have no insurance to cover such losses and liabilities, and even if insurance is
obtained, there can be no assurance that it will be adequate to cover any losses or liabilities. We cannot predict the
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availability of insurance or the availability of insurance at premium levels that justify our purchase. The occurrence of
a significant event not fully insured or indemnified against could materially and adversely affect our financial
condition and operations. We may elect to self-insure if management believes that the cost of insurance, although
available, is excessive relative to the risks presented. In addition, pollution and environmental risks generally are not
fully insurable. The occurrence of an event not fully covered by insurance could have a material adverse effect on our
financial condition and results of operations, which could lead to any investment in us becoming worthless.

The market for oil and gas is intensely competitive, and competition pressures could force us to abandon or curtail our
business plan.

The market for oil and gas exploration services is highly competitive, and we only expect competition to intensify in
the future. Numerous well-established companies are focusing significant resources on exploration and are currently
competing with us for oil and gas opportunities.  Other oil and gas companies may seek to acquire oil and gas leases
and properties that we have targeted.  Additionally, other companies engaged in our line of business may compete
with us from time to time in obtaining capital from investors.  Competitors include larger companies which, in
particular, may have access to greater resources, may be more successful in the recruitment and retention of qualified
employees and may conduct their own refining and petroleum marketing operations, which may give them a
competitive advantage.  Actual or potential competitors may be strengthened through the acquisition of additional
assets and interests.  Additionally, there are numerous companies focusing their resources on creating fuels and/or
materials which serve the same purpose as oil and gas, but are manufactured from renewable resources.

7
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As a result, there can be no assurance that we will be able to compete successfully or that competitive pressures will
not adversely affect our business, results of operations and financial condition. If we are not able to successfully
compete in the marketplace, we coul
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