Edgar Filing: AMERICAN PETRO-HUNTER INC - Form S-1

AMERICAN PETRO-HUNTER INC
Form S-1
May 03, 2013

As filed with the Securities and Exchange Commission on May 3, 2013

Registration No. [ ]

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM S-1

REGISTRATION STATEMENT UNDER THE SECURITIES ACT OF 1933

AMERICAN PETRO-HUNTER INC.

(Exact name of registrant as specified in its charter)

Nevada 1389 98-0537233
(State or jurisdiction of (Primary Standard Industrial (I.R.S. Employer
incorporation or organization) Classification Code Number) Identification No.)

250 N. Rock Rd., Suite 365
Wichita KS 67206
(316) 201-1853

(Address and telephone number of principal executive offices and principal place of business)

Laughlin Associates, Inc.
9120 Double Diamond Pkwy
Reno, NV 89521
(Name, address and telephone number of agent for service)

Copies to:
Mark C. Lee
Saxon Peters
GREENBERG TRAURIG, LLP
1201 K Street, Suite 1100
Sacramento, California 95814
Telephone: (916) 442-1111
Facsimile: (916) 448-1709
Approximate date 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, check the following box.



Edgar Filing: AMERICAN PETRO-HUNTER INC - Form S-1

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.
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CALCULATION OF REGISTRATION FEE

Proposed Proposed
Amount of Shares maximum maximum Amount of
Title of each class of to be offering price aggregate Registration
securities to be registered Registered per share offering price Fee
Common Stock 14,417,524(1)$ 0.021(2)$ 302,768.00 $ 41.30(2)
Common Stock 1,764,706(3) $ 0.085 $ 150,000.00 $ 20.46
Total 16,182,230 $ 452,768.00 $ 61.76

(1) Represents shares issuable pursuant to the Common Stock Purchase Agreement, between the Company and

Hanover Holdings I, LLC, a New York limited liability company ( Hanover ), dated March 22, 2013 (the
Purchase Agreement ) at a to be determined price per share equal to 90.0% of the arithmetic average of the three

lowest volume weighted average prices for the Company s common stock ( VWAPs ) that equal or exceed the
applicable floor price determined by the Company during a ten (10) trading day pricing period commencing on
the date of notice of the draw down; provided, however, that if the VWAP does not equal or exceed the floor
price for at least three trading days during the pricing period, then the per share purchase price shall be equal to
90.0% of the arithmetic average of all VWAPs that equal or exceed the floor price during such pricing period.

(2) Calculated in accordance with Rule 457(c) of the Securities Act, based upon the average high and low prices
reported on the Over the Counter Bulletin Board on April 30, 2013.

(3) Includes 1,764,706 shares of the Company s Common Stock issued on March 22, 2013 to Hanover in satisfaction
of a $150,000 commitment fee paid to Hanover for entering into the Purchase Agreement, based upon a price
per share equal to $0.085 per share.

We hereby amend this registration statement on such date or dates as may be necessary to delay its effective date until

we shall file a further amendment which specifically states that this registration statement shall thereafter become

effective in accordance with Section 8(a) of the Securities Act or until the registration statement shall become
effective on such date as the Securities and Exchange Commission, acting pursuant to said Section 8(a), may
determine.

. __________________________________________________________________________________________________________________]
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SUBJECT TO COMPLETION, DATED MAY 3, 2013

PROSPECTUS
16,182,230 SHARES OF COMMON STOCK
AMERICAN PETRO-HUNTER INC.

This prospectus relates to the resale of up to an aggregate of 16,182,230 shares of our common stock, par value
$0.001 per share, by Hanover Holdings I, LLC, a New York limited liability company ( Hanover or Selling
Stockholder ), 14,417,524 of which (the Purchase Shares ) are issuable to Hanover pursuant to the terms of the
Common Stock Purchase Agreement, between the Company and Hanover, dated March 22, 2013 (the Purchase
Agreement ) and1,764,706 of which were issued to Hanover on March 22, 2013 in satisfaction of a $150,000
commitment fee paid to Hanover for entering into the Purchase Agreement, based upon a price per share equal to
$0.085 per share. See the section of this prospectus entitled Equity Enhancement Program With Hanover for a
description of the Purchase Agreement and the section entitled Selling Stockholder for additional information
regarding Hanover.

We are not selling any securities under this prospectus and will not receive any of the proceeds from the resale of
shares of our common stock by the selling stockholder under this prospectus, however, we may receive gross proceeds
of up to $5,000,000 from sales of our common stock to Hanover under the Purchase Agreement.

Hanover may offer all or part of the shares for resale from time to time through public or private transactions, at
either prevailing market prices or at privately negotiated prices. We provide more information about how Hanover
may sell its shares of common stock in the section titled Plan of Distribution on page 21. We will pay the expenses
incurred in connection with the offering described in this prospectus, with the exception of brokerage expenses, fees,
discounts and commissions, which will be paid by the selling stockholder. In addition, we issued 1,764,706 shares of
our common stock to Hanover as a commitment fee for entering into the Purchase Agreement. Hanover is an

underwriter within the meaning of Section 2(a)(11) of the Securities Act of 1933, as amended, or the Securities Act.

Our common stock is quoted on the OTC Bulletin Board under the symbol AAPH The shares of our common stock
registered hereunder are being offered for sale by Selling Stockholder at prices established on the OTC Bulletin Board
during the term of this offering. On April 30, 2013, the closing bid price of our common stock was $0.018 per share.
These prices will fluctuate based on the demand for our common stock.

INVESTING IN OUR COMMON STOCK INVOLVES A HIGH DEGREE OF RISK. SEE RISK
FACTORS BEGINNING ON PAGE 2 OF THIS PROSPECTUS.

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.

The information in this Prospectus is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission becomes effective. This Prospectus is not
an offer to sell these securities and we are not soliciting an offer to buy these securities in any state where the offer or
sale is not permitted or would be unlawful prior to registration or qualification under the securities laws of any such
state.
L]
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You should rely only on the information contained in this Prospectus. We have not authorized anyone to
provide you with different information. We are not making an offer of these securities in any state where the
offer is not permitted.

PROSPECTUS SUMMARY

You should read the following summary together with the more detailed information and the financial statements
appearing elsewhere in this Prospectus. This Prospectus contains forward-looking statements that involve risks and
uncertainties. Our actual results could differ materially from those anticipated in these forward-looking statements as
a result of certain factors, including those set forth under Risk Factors and elsewhere in this Prospectus. Unless
the context indicates or suggests otherwise, references to we,  our, us, the Company, orthe Registrant
refer to American Petro-Hunter Inc., a Nevada corporation.

Our Business

We are an oil and natural gas exploration and production (E&P) company with current projects in Payne and Lincoln
Counties in Oklahoma. As of March 25, 2013, we have six producing wells in Oklahoma. We also have ownership of
1,410.7 net acres and rights for the exploration and production of oil and gas on an aggregate of approximately
4,733.8 gross acres in Oklahoma. This includes rights to explore on 1,847 gross acres in Oklahoma in the North
Oklahoma Mississippi Project and in 2,886 gross acres in south-central Oklahoma (the South Oklahoma Project ). In
2012, oil sales from our producing wells averaged 13.1 cumulative barrels per day.

Typically, our interest in a well arises from a contract with another entity pursuant to which we provide financial
support for certain costs incurred in the exploration and development of a project, which may include land costs,
seismic or other exploration, and test drilling. In exchange, we typically receive an interest in the proceeds from the
project s production.

Our future operations will require substantial capital expenditures which will exceed our current revenues. Therefore,
we are dependent upon the identification and successful completion of additional long-term or permanent equity
financings, the support of creditors and shareholders, and, ultimately, the achievement of profitable operations. There
can be no assurances that we will be successful, which would in turn significantly affect our ability to meet our
business objectives. If we are not successful we will likely be required to reduce operations or liquidate assets. We
will continue to evaluate our projected expenditures relative to our available cash and to seek additional means of
financing in order to satisfy our acquisition, working capital and other cash requirements.

We continue to operate with very limited administrative support, and our current officers and directors continue to be
responsible for many duties to preserve our working capital. We expect no significant changes in the number of
employees over the next 12 months.

Our current burn rate is approximately $55,000 per month and we currently have approximately $12,000 in cash on
hand. We are dependent on additional capital to continue to operate. Failure to complete a financing will have an
adverse effect on our ability to operate and execute our business plan. Based on the current burn rate, the Company
does not currently have sufficient capital to operate and we are doing so on a very limited budget. As a result, our
accounts payable are expected to grow. If we are unable to raise capital or generate sufficient revenue, we will have to
liquidate or sell certain assets. If we do raise capital, it will most likely be obtained through equity or debt financings.
There are no assurances that we will be able to raise the required working capital on terms favorable to the Company,
or that such working capital will be available on any terms when needed. Any such capital that is raised may result in
substantial dilution to our existing stockholders.

During the year ended December 31, 2012, we raised $727,200 from promissory notes. We also received recorded
$308,770 in revenue during the year ended December 31, 2012 from our producing wells. For the fiscal year ended
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December 31, 2012, we incurred a net loss of $3,303,136.
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Corporate Information

We were formed on January 24, 1996 pursuant to the laws of the State of Nevada under the name Wolf Exploration,
Inc. In August 2001, we changed our name to American Petro-Hunter Inc. and began focusing our business on the
exploration and eventual exploitation of oil and gas. The Company operates from its offices at 250 N Rock Rd., Suite
365 Wichita, KS. Our telephone number is (316) 201-1853.

Transfer Agent

Our transfer agent is Holladay Stock Transfer, and is located at 2939 N 67th Place, Scottsdale, Arizona 85251. The
agent s telephone number is (480) 481-3940.

Equity Enhancement Program with Hanover Holdings I, LL.C
Common Stock Purchase Agreement

On March 22, 2013, which we refer to as the Closing Date, we entered into the Purchase Agreement with Hanover.
The Purchase Agreement provides that, upon the terms and subject to the conditions set forth therein, Hanover is
committed to purchase up to $5,000,000, which we refer to as the Total Commitment, worth of our common stock,
which we refer to as the Shares, over the 24-month term of the Purchase Agreement.

From time to time over the term of the Purchase Agreement, commencing on the trading day immediately following
the date on which the registration statement of which this prospectus is a part is declared effective by the Securities
and Exchange Commission, or the Commission, we may, in our sole discretion, provide Hanover with draw down
notices, each referred to as a Draw Down Notice, to purchase a specified dollar amount of Shares, which we refer to as
the Draw Down Amount, over a 10 consecutive trading day period commencing on the trading day specified in the
applicable Draw Down Notice, which we refer to as the Pricing Period, with each draw down subject to the limitations
discussed below. The maximum amount of Shares requested to be purchased pursuant to any single Draw Down
Notice cannot exceed 300% of the average daily trading volume of our common stock for the 10 trading days
immediately preceding the date of the Draw Down Notice, which we refer to as the Maximum Draw Down Amount.

Once presented with a Draw Down Notice, Hanover is required to purchase a pro rata portion of the applicable Draw
Down Amount on each trading day during the applicable Pricing Period on which the daily volume weighted average
price for our common stock, or VWAP, equals or exceeds a floor price determined by us for such draw down, which
we refer to as the Floor Price. If the VWAP falls below the applicable Floor Price on any trading day during the
applicable Pricing Period, the Purchase Agreement provides that Hanover will not be required to purchase the pro rata
portion of the applicable Draw Down Amount allocated to that trading day. The per share purchase price for the
Shares subject to a Draw Down Notice will be equal to 90.0% of the arithmetic average of the three lowest VW APs
that equal or exceed the applicable Floor Price during the applicable Pricing Period, except that if the VWAP does not
equal or exceed the applicable Floor Price for at least three trading days during the applicable Pricing Period, then the
per share purchase price will be equal to 90.0% of the arithmetic average of all VW APs that equal or exceed the
applicable Floor Price during such Pricing Period. Each purchase pursuant to a draw down will reduce, on a
dollar-for-dollar basis, the Total Commitment under the Purchase Agreement.

We are prohibited from issuing a Draw Down Notice if (i) the amount requested in such Draw Down Notice exceeds
the Maximum Draw Down Amount, (ii) the sale of Shares pursuant to such Draw Down Notice would cause us to
issue or sell or Hanover to acquire or purchase an aggregate dollar value of Shares that would exceed the Total
Commitment, or (iii) the sale of Shares pursuant to the Draw Down Notice would cause us to sell or Hanover to
purchase an aggregate number of shares of our common stock which would result in beneficial ownership by Hanover
of more than 4.99% of our common stock (as calculated pursuant to Section 13(d) of the Securities Exchange Act of
1934, as amended, or the Exchange Act, and the rules and regulations thereunder). We cannot make more than one
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draw down in any Pricing Period and must allow 24 hours to elapse between the completion of the settlement of any
one draw down and the commencement of a Pricing Period for any other draw down.

The Purchase Agreement contains customary representations, warranties and covenants by, among and for the benefit
of the parties. The Purchase Agreement may be terminated at any time by the mutual written consent of the parties.
Unless earlier terminated, the Purchase Agreement will terminate automatically on the earlier to occur of (i) the first
day of the month next following the 24-month anniversary of the date on which the registration statement of which
this prospectus is a part is declared effective by the Commission or (ii) the date on which Hanover purchases the Total
Commitment worth of common stock under the Purchase Agreement. Under certain circumstances set forth in the
Purchase Agreement, we and Hanover each may terminate the Purchase Agreement on one trading day s prior written
notice to the other.
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We paid to Hanover a commitment fee for entering into the Purchase Agreement equal to $150,000 (or 3.0% of the
Total Commitment under the Purchase Agreement) in the form of 1,764,706 restricted shares of our common stock,
which we refer to as the Commitment Shares, calculated at a price equal to $0.085 per share, which was the closing
price of our common stock on March 4, 2013. The Commitment Shares are being registered for resale in the
registration statement of which this prospectus is a part.

We also agreed to pay up to $15,000 of reasonable attorneys' fees and expenses (exclusive of disbursements and
out-of-pocket expenses) incurred by Hanover in connection with the preparation, negotiation, execution and delivery
of the Purchase Agreement and related transaction documentation. Further, if we issue a Draw Down Notice and fail
to deliver the shares to Hanover on the applicable settlement date, and such failure continues for 10 trading days, we
agreed to pay Hanover, in addition to all other remedies available to Hanover under the Purchase Agreement, an
amount in cash equal to 2.0% of the purchase price of such shares for each 30-day period the shares are not delivered,
plus accrued interest.

The Purchase Agreement also provides for indemnification of Hanover and its affiliates in the event that Hanover
incurs losses, liabilities, obligations, claims, contingencies, damages, costs and expenses related to a breach by us of
any of our representations and warranties under the Purchase Agreement or the other related transaction documents or
any action instituted against Hanover or its affiliates due to the transactions contemplated by the Purchase Agreement
or other transaction documents, subject to certain limitations.

Registration Rights Agreement

In connection with the execution of the Purchase Agreement, on the Closing Date, we and Hanover also entered into a
registration rights agreement dated as of the Closing Date, or the Registration Rights Agreement. Pursuant to the
Registration Rights Agreement, we agreed to file the registration statement of which this prospectus is a part with the
Commission to register for resale 16,182,230 Shares, which includes the 1,764,706 Commitment Shares, on or prior to
April 22, 2013, which we refer to as the Filing Deadline, and have it declared effective at the earlier of (A) the 90th
calendar day after the Closing Date and (B) the fifth business day after the date the Company is notified by the
Commission that the Registration Statement will not be reviewed or will not be subject to further review, which we
refer to as the Effectiveness Deadline. The effectiveness of the Registration Statement of which this Prospectus is a
part is a condition precedent to our ability to sell common stock to Hanover under the Purchase Agreement.

We have agreed to file with the Commission one or more additional registration statements to cover all of the
securities required to be registered under the Registration Rights Agreement that are not covered by this prospectus, in
each case, as soon as practicable, but in no event later than the applicable filing deadline for such additional
registration statements as provided in the Registration Rights Agreement.

We also agreed, among other things, to indemnify Hanover from certain liabilities and fees and expenses of Hanover
incident to our obligations under the Registration Rights Agreement, including certain liabilities under the Securities
Act. Hanover has agreed to indemnify and hold harmless us and each of our directors, officers and persons who
control us against certain liabilities that may be based upon written information furnished by Hanover to us for
inclusion in the registration statement of which this prospectus is a part, including certain liabilities under the
Securities Act.

The Offering

As of March 25, 2013, there were 49,862,297 shares of our common stock outstanding, of which 48,962,297 shares
were held by non-affiliates, excluding the 1,764,706 Commitment Shares that we have already issued to Hanover
under the Purchase Agreement. Although the Purchase Agreement provides that we may sell up to $5,000,000 of our
common stock to Hanover, only 16,182,230 shares of our common stock are being offered under this prospectus,
which represents (i) 1,764,706 shares of common stock that we issued to Hanover as Commitment Shares and (ii)
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14,417,524 shares of common stock that we may issue to Hanover as Shares pursuant to draw downs under the
Purchase Agreement. If all of the 16,182,230 shares offered under this prospectus were issued and outstanding as of
March 25, 2013, such shares would represent approximately 24.50% of the total number of shares of our common
stock outstanding and 24.84% of the total number of outstanding shares of our common stock held by non-affiliates,

in each case as of March 25, 2013.
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At an assumed purchase price of $0.0162 (equal to 90.0% of the closing price of our common stock of $0.018 on
April 30, 2013), and assuming the sale by us to Hanover of all of the 14,417,524 Shares being registered hereunder
pursuant to draw downs under the Purchase Agreement, we would receive only approximately $233,563.88 in gross
proceeds. If we elect to issue and sell more than the 14,417,524 Shares offered under this prospectus to Hanover,
which we have the right, but not the obligation, to do, we must first register for resale under the Securities Act any
such additional Shares, which could cause additional substantial dilution to our stockholders. Based on the above
assumptions, we would be required to register an additional approximately 294,224,451 shares of our common stock
to obtain the balance of $5,000,000 of the Total Commitment that would be available to us under the Purchase
Agreement. We currently have authorized and available for issuance 200,000,000 shares of our common stock
pursuant to our charter. The number of shares of our common stock ultimately offered for resale by Hanover is
dependent upon the number of shares we ultimately issue and sell to Hanover under the Purchase Agreement.

The Total Commitment of $5,000,000 was determined based on numerous factors, including our estimated
operating expenses for the next two years. While it is difficult to estimate the likelihood that we will need the full
Total Commitment, we presently believe that we may need the full Total Commitment under the Purchase Agreement.

The Offering
Issuer American Petro-Hunter Inc.
Securities Offered for Resale Up to an aggregate of 16,182,230 shares of our common stock, consisting of:
o 1,764,706 shares of common stock that we issued to
Hanover as Commitment Shares; and
o 14,417,524 shares of common stock that we may

issue to Hanover as Shares pursuant to draw downs
under the Purchase Agreement.
Common Stock Outstanding 49,862,294 shares
Before the Offering
Common Stock to be Outstanding 66,044,524 shares
After the Offering
assuming all of the Securities are
Resold
Use of Proceeds We will not receive any proceeds from the sale of shares by the selling
stockholder. However, we will receive proceeds from the sale of Shares to
Hanover pursuant to the Purchase Agreement. The net proceeds received under the
Purchase Agreement will be used for general corporate and working capital
purposes and acquisitions or assets, businesses or operations or for other purposes
that our Board of Directors, in its good faith deem to be in the best interest of the
company and its stockholders.
Trading Our common stock is quoted on the OTC Bulletin Board under the symbol AAPH
4
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Risk Factors The common stock offered hereby involves a high degree
of risk and should not be purchased by investors who
cannot afford the loss of their entire investment. See Risk
Factors .

SUMMARY OF FINANCIAL INFORMATION

The following selected financial information is derived from the Company s Financial Statements appearing elsewhere
in this Prospectus and should be read in conjunction with the Company s Financial Statements, including the notes
thereto, appearing elsewhere in this Prospectus.

Summary of Statements of Operations

For the Period Ending December 31, 2012:

Total revenue $ 308,770

Net loss (3,303,136)

Net loss per common share (basic and diluted) $ (0.07)

Weighted average common shares 44,476,603

Statement of Financial Position

As of December 31, 2012

Cash $ 16,216
Accounts Receivable 13,735
Total current assets 29,951
Investments in mineral properties, net of accumulated amortization of $132,499 and $135,987, 1,582,324
respectively

Capitalized financing costs, net of amortization of $6,737 and $0, respectively 41,263
Total assets $ 1,653,538
Total current liabilities $ 648,461
Total long-term liabilities $ 992,835
Stockholders equity $ 12,242
Total liabilities and stockholders deficit $ 1,653,538
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DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

Except for statements of historical facts, this Prospectus contains forward-looking statements involving risks and
uncertainties. The words anticipate,  believe,  estimate, expect, future, intend, plan or the negative
of these terms and similar expressions or variations thereof are intended to forward looking statements. Such
statements reflect the current view of the Registrant with respect to future events and are subject to risks,
uncertainties, assumptions and other factors (including the risks contained in the section of this registration statement
on Form S-1 entitled Risk Factors ) relating to the Registrant s industry, the Registrant s operations and results of
operations and any businesses that may be acquired by the Registrant. Should one or more of these risks or
uncertainties materialize, or should the underlying assumptions prove incorrect, actual results may differ significantly
from those anticipated, believed, estimated, expected, intended or planned.

Although the Registrant believes that the expectations reflected in the forward looking statements are reasonable, the
Registrant cannot guarantee future results, levels of activity, performance or achievements. Except as required by
applicable law, including the securities laws of the United States, the Registrant does not intend to update any of the
forward-looking statements to conform these statements to actual results. The following discussion should be read in
conjunction with the Registrant s financial statements and the related notes included in this registration statement on
Form S-1.

RISK FACTORS

You should carefully consider the risks described below together with all of the other information included in our
public filings before making an investment decision with regard to our securities. The statements contained in or
incorporated into this registration statement on Form S-1 that are not historic facts are forward-looking statements
that are subject to risks and uncertainties that could cause actual results to differ materially from those set forth in or
implied by forward-looking statements. While the risks described below are the ones we believe are most important
for you to consider, these risks are not the only ones that we face. If any of the following events described in these risk
factors actually occurs, our business, financial condition or results of operations could be harmed. In that case, the
trading price of our common stock could decline, and you may lose all or part of your investment.

We have a history of losses which may continue, which may negatively impact our ability to achieve our
business objectives.

We have an accumulated deficit of $13,777,606 for the period from January 24, 1996 (inception) to December 31,
2012. We cannot be assured that we can achieve or sustain profitability on a quarterly or annual basis in the future.
Our operations are subject to the risks and competition inherent in the establishment of a business enterprise. There
can be no assurance that future operations will be profitable. We may not achieve our business objectives and the
failure to achieve such goals would have an adverse impact on us.

If we are unable to obtain additional funding our business operations will be harmed and if we do obtain
additional financing our then existing shareholders may suffer substantial dilution.

We will require additional funds to expand our oil and gas exploration activities, and to take advantage of any
available business opportunities. Historically, we have financed our expenditures primarily with proceeds from the
sale of debt and equity securities, bridge loans from our officers and stockholders and proceeds from our producing
wells. The proceeds from our operations are currently insufficient to fully meet our obligations or enable us to carry
out our business plan, so we will have to raise additional funds. Obtaining additional financing will be subject to
market conditions, industry trends, investor sentiment and investor acceptance of our business plan and management.
These factors may make the timing, amount, terms and conditions of additional financing unattractive or unavailable
to us. If we are not successful in achieving financing in the amount necessary to further our operations,
implementation of our business plan may fail or be delayed and any such failure or delay may have a material adverse

14



Edgar Filing: AMERICAN PETRO-HUNTER INC - Form S-1

effect on our company, stock price and business.

Our independent auditors have expressed substantial doubt about our ability to continue as a going concern,
which may hinder our ability to obtain future financing.

In their report dated April 15, 2013, our independent auditors stated that our financial statements for the fiscal year
ended December 31, 2012 were prepared assuming that we would continue as a going concern. Our ability to continue
as a going concern is an issue raised as a result of recurring losses from operations. We continue to experience net
operating losses. Our ability to continue as a going concern is subject to our ability to obtain necessary funding from
outside sources, including obtaining additional funding from the sale of our securities. Our continued net operating
losses increase the difficulty in meeting such goals and there can be no assurances that such methods will prove
successful.
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We have a limited operating history and if we are not successful in growing our business, then we may have to
scale back or even cease our ongoing business operations.

We have yet to generate positive earnings from our current business strategy and there can be no assurance that we
will ever operate profitably. Our Company has a limited operating history in the business of oil and gas exploration
and must be considered in the development stage. Our success significantly depends on successful acquisition and
subsequent exploration activities. Our operations will be subject to all the risks inherent in the establishment of a
developing enterprise and the uncertainties arising from the absence of a significant operating history. We may be
unable to locate recoverable reserves or operate on a profitable basis. We are in the development stage and potential
investors should be aware of the difficulties normally encountered by enterprises in the development stage. If our
business plan is not successful, and we are not able to operate profitably, investors may lose some or all of their
investment in our Company.

Risks Related to our Oil and Gas Exploration
Our operating revenue is dependent upon the performance of our properties.

Our operating revenue depends upon our ability to profitably operate our existing properties by drilling and
completing wells that produce commercial quantities of oil and gas and our ability to expand our operations through
the successful implementation of our plans to explore, acquire and develop additional properties. The successful
development of oil and gas properties requires an assessment of potential recoverable reserves, future oil and gas
prices, operating costs, potential environmental and other liabilities and other factors. Such assessments are
necessarily inexact. No assurance can be given that we can produce sufficient revenue to operate our existing
properties or acquire additional oil and gas producing properties and leases. We may not discover or successfully
produce any recoverable reserves in the future, or we may not be able to make a profit from the reserves that we may
discover. In the event that we are unable to produce sufficient operating revenue to fund our operations, we will be
forced to seek additional, third-party funding, if such funding can be obtained. Such options would possibly include
debt financing, sale of equity interests in our Company, joint venture arrangements, or the sale of oil and gas interests.
If we are unable to secure such financing on a timely basis, we could be required to delay or scale back our operations.
If such unavailability of funds continued for an extended period of time, this could result in the termination of our
operations and the loss of an investor s entire investment.

We own rights to oil properties that have not yet been developed.

We own rights to oil and gas properties that have limited or no development. There are no guarantees that our
properties will be developed profitably or that the potential oil and gas resources on the property will produce as
expected if they are developed.

Title to the properties in which we have an interest may be impaired by title defects.

Our general policy is to obtain title opinions on significant properties that we drill or acquire. However, there is no
assurance that we will not suffer a monetary loss from title defects or title failure. Additionally, undeveloped acreage
has greater risk of title defects than developed acreage. Generally, under the terms of the operating agreements
affecting our properties, any monetary loss is to be borne by all parties to any such agreement in proportion to their
interests in such property. If there are any title defects or defects in assignment of leasehold rights in properties in
which we hold an interest, we will suffer a financial loss.

We are subject to risks arising from the failure to fully identify potential problems related to acquired reserves
or to properly estimate those reserves.
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Although we perform a review of the acquired properties that we believe is consistent with industry practices, such
reviews are inherently incomplete. It generally is not feasible to review in depth every individual property involved in
each acquisition. Ordinarily, we will focus our review efforts on the higher-value properties and will sample the
remainder, and depend on the representations of previous owners. However, even a detailed review of records and
properties may not necessarily reveal existing or potential problems, nor will it permit a buyer to become sufficiently
familiar with the properties to assess fully their deficiencies and potential. Inspections may not always be performed
on every well, and environmental problems, such as ground water contamination, are not necessarily observable even
when an inspection is undertaken. Even when problems are identified, we often assume certain environmental and
other risks and liabilities in connection with acquired properties. There are numerous uncertainties inherent in
estimating quantities of proved oil reserves and actual future production rates and associated costs with respect to
acquired properties, and actual results may vary substantially from those assumed in the estimates.

If we are unable to successfully recruit qualified managerial and field personnel having experience in oil and
gas exploration, we may not be able to execute on our business plan.

In order to successfully implement and manage our business plan, we will be dependent upon, among other things,
successfully recruiting qualified managerial and field personnel having experience in the oil and gas exploration
business. Competition for qualified individuals is intense. There can be no assurance that we will be able to find,
attract and retain existing employees or that we will be able to find, attract and retain qualified personnel on
acceptable terms.

Even for producing properties, the potential profitability of oil and gas ventures depends upon factors beyond
the control of our Company.

The potential profitability of oil and gas properties is dependent upon many factors beyond our control. For
instance, world prices and markets for oil and gas are unpredictable, highly volatile, potentially subject to
governmental fixing, pegging, controls or any combination of these and other factors, and respond to changes in
domestic, international, political, social and economic environments. Additionally, due to worldwide economic
uncertainty, the availability and cost of funds for production and other expenses have become increasingly difficult, if
not impossible, to project. These changes and events may materially affect our future financial performance. These
factors cannot be accurately predicted and the combination of these factors may result in our Company not receiving
an adequate return on invested capital.

Drilling for oil and gas involves inherent risks that may adversely affect our results of operations and financial
condition.

Drilling for oil and gas involves numerous risks, including the risk that we will not encounter commercially
productive oil and gas reservoirs. The wells we drill or participate in may not be productive and we may not recover
all or any portion of our investment in those wells. The seismic data and other technologies we use do not allow us to
know conclusively prior to drilling a well that crude or natural gas is present or may be produced economically. The
costs of drilling, completing and operating wells are often uncertain, and drilling operations may be curtailed, delayed
or canceled as a result of a variety of factors including, but not limited to:

¢ unexpected drilling conditions;

e pressure or irregularities in formations;

¢ equipment failures or accidents;

® mechanical difficulties, such as lost or stuck oil field drilling and service tools;
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e fires, explosions, blowouts and surface cratering;

e uncontrollable flows of oil and formation water;

¢ environmental hazards, such as oil spills, pipeline ruptures and discharges of toxic gases;

e other adverse weather conditions; and

e increase in the cost of, or shortages or delays in the availability of, drilling rigs and equipment.

Certain future drilling activities may not be successful and, if unsuccessful, this failure could have an adverse
effect on our future results of operations and financial condition. While all drilling, whether developmental or
exploratory, involves these risks, exploratory drilling involves greater risks of dry holes or failure to find commercial
quantities of hydrocarbons.

Our oil and gas operations involve substantial costs and are subject to various economic risks.

Our oil and gas operations are subject to the economic risks typically associated with exploration, development and
production activities, including the necessity of significant expenditures to locate and acquire producing properties
and to drill exploratory wells. The cost and length of time necessary to produce any reserves may be such that it will
not be economically viable. In conducting exploration and development activities, the presence of unanticipated
pressure or irregularities in formations, miscalculations or accidents may cause our exploration, development and
production activities to be unsuccessful. In addition, the cost and timing of drilling, completing and operating wells is
often uncertain. We also face the risk that the oil and gas reserves may be less than anticipated, that we will not have
sufficient funds to successfully drill on the property, that we will not be able to market the oil and gas due to a lack of
a market and that fluctuations in the prices of oil will make development of those leases uneconomical. This could
result in a total loss of our investment.

A substantial or extended decline in oil and gas prices may adversely affect our business, financial condition,
cash flow, liquidity or results of operations as well as our ability to meet our capital expenditure obligations
and financial commitments to implement our business plan.

Any revenues, cash flow, profitability and future rate of growth we achieve will be greatly dependent upon
prevailing prices for oil and gas. Our ability to maintain or increase our borrowing capacity and to obtain additional
capital on attractive terms is also expected to be dependent on oil and gas prices. Historically, oil and gas prices and
markets have been volatile and are likely to continue to be volatile in the future. Prices for oil and gas are subject to
potentially wide fluctuations in response to relatively minor changes in supply of and demand for oil and gas, market
uncertainty, and a variety of additional factors beyond our control. Those factors include:

e the domestic and foreign supply of oil and natural gas;

e the ability of members of the Organization of Petroleum Exporting Countries and other producing countries to
agree upon and maintain oil prices and production levels;

e political instability, armed conflict or terrorist attacks, whether or not in oil or natural gas producing regions;

¢ the level of consumer product demand;
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e the growth of consumer product demand in emerging markets, such as China and India;

e weather conditions, including hurricanes and other natural occurrences that affect the supply and/or demand
of oil and natural gas;

¢ domestic and foreign governmental regulations and other actions;

e the price and availability of alternative fuels;

e the price of foreign imports;

e the availability of liquid natural gas imports; and

¢ worldwide economic conditions.

These external factors and the volatile nature of the energy markets make it difficult to estimate future prices of oil
and natural gas. Lower oil and natural gas prices may not only decrease our revenues on a per unit basis, but may also
reduce the amount of oil we can produce economically, if any. A substantial or extended decline in oil and natural gas
prices may materially affect our future business, financial condition, results of operations, liquidity and borrowing
capacity. While our revenues may increase if prevailing oil and gas prices increase significantly, exploration and
production costs and acquisition costs for additional properties and reserves may also increase.

Competition in the oil and gas industry is highly competitive and there is no assurance that we will be
successful in acquiring viable leases.

The oil and gas industry is intensely competitive. We compete with numerous individuals and companies,
including many major oil and gas companies which have substantially greater technical, financial and operational
resources and staffs. Accordingly, there is a high degree of competition for desirable oil and gas leases, suitable
properties for drilling operations and necessary drilling equipment, as well as for access to funds. This competition is
increasingly intense as prices of crude oil and natural gas on the commodities markets have risen in recent years.
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. If we are unable to
compete effectively or respond adequately to competitive pressures, our results of operation and financial condition
may be materially adversely affected.

Oil and gas operations are subject to comprehensive regulation which may cause substantial delays or require
capital outlays in excess of those anticipated causing an adverse effect on our Company.

Oil and gas operations are subject to country-specific federal, state, and local laws relating to the protection of the
environment, including laws regulating removal of natural resources from the ground and the discharge of materials
into the environment. Oil and gas operations are also subject to country-specific federal, state, and local laws and
regulations which seek to maintain health and safety standards by regulating the design and use of drilling methods
and equipment. Various permits from governmental bodies are required for drilling operations to be conducted and no
assurance can be given that such permits will be received. Environmental standards imposed by federal, state,
provincial, or local authorities may be changed and any such changes may have material adverse effects on our
activities. Moreover, compliance with such laws may cause substantial delays or require capital outlays in excess of
those anticipated, thus causing an adverse effect on us. Additionally, we may be subject to liability for pollution or
other enviro