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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
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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

If this Form is a registration statement pursuant to General Instruction I.D. or a post-effective amendment thereto that shall become effective
upon filing with the Commission pursuant to Rule 462(e) under the Securities Act, check the following box. o

If this Form is a post-effective amendment to a registration statement filed pursuant to General Instruction I.D. filed to register additional
securities or additional classes of securities pursuant to Rule 413(b) under the Securities Act, check the following box. 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 definitions of �large accelerated filer,�  �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act (check
one):

Large accelerated filer o Accelerated filer o Non-accelerated filer x Smaller Reporting Company o

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 thereafter become effective in
accordance with Section 8(a) of the Securities Act of 1933, as amended, or until this 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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EXPLANATORY NOTE

This Registration Statement on Form S-3 constitutes a post-effective amendment to our registration statement on Form S-1 (No. 333-135485)
into a registration statement on Form S-3.  The Post-Effective Amendment No. 1 to the Form S-1 was declared effective by the Securities and
Exchange Commission on November 8, 2007.  We are filing this post-effective amendment on Form S-3 for the purpose of converting the
Registration Statement on Form S-1 into a Registration Statement on Form S-3 because we are now eligible to use Form S-3.  All filing fees
payable in connection with the registration of these securities were previously paid in connection with the filing of the Form S-1.
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Subject to completion, dated April 24, 2008.

Information contained in this prospectus is subject to completion or amendment. A registration statement relating to these securities has been
filed with the Securities and Exchange Commission. These securities may not be sold nor may offers to buy be accepted prior to the time the
registration statement becomes effective. This prospectus shall not constitute an offer to sell or the solicitation of an offer to buy nor shall there
be any sale of these securities in any state in which such offer, solicitation or sale would be unlawful prior to registration or qualification under
the securities laws of any such state.

PROSPECTUS

GEOPETRO RESOURCES COMPANY

16,499,991 shares of Common Stock

(No Par Value)

The Offering: This offering relates to the possible sale, from time to time, by the shareholders listed on page 20 of this
prospectus, the �selling shareholders,� of up to 16,499,991 shares of common stock of GeoPetro Resources
Company. The shares of our common stock and securities which are exercisable for shares of our common
stock which are being offered by this prospectus were issued to the selling shareholders pursuant to financing
transactions. We will not receive any proceeds from sales by selling shareholders. The selling shareholders
may sell all or a portion of their shares covered by this prospectus through public or private transactions at
fixed prices, at prevailing market prices at the time of sale, at varying prices or negotiated prices, in
negotiated transactions, or in trading markets for our common stock. We will bear all costs associated with
this registration.

Current Trading Market: Our common stock trades on the American Stock Exchange under the symbol �GPR�. Our common stock is
also listed on the Toronto Stock Exchange under the symbol �GEP�. On April 24, the last reported sale prices
for our common stock on the American Stock Exchange and the Toronto Stock Exchange were $ 2.48 and
$ 2.60, respectively.

Investing in our common stock involves a high degree of risk. See �Risk Factors� Beginning on Page 8.
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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 date of this prospectus is         , 2008
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You should rely only on the information contained in this prospectus. We have not authorized any other person to provide you with
different information. If anyone provides you with different or inconsistent information, you should not rely on it. The selling
shareholders are not making an offer to sell these securities in any jurisdiction where an offer or sale is not permitted. You should
assume that the information appearing in this prospectus is accurate as of the date on the front cover of this prospectus only. Our
business, financial condition, results of operations and prospects may have changed since that date.

Unless otherwise specified or the context otherwise requires, all dollar amounts in this prospectus are expressed in U.S. dollars.
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PROSPECTUS SUMMARY
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This summary highlights selected information contained in greater detail elsewhere in this prospectus and does not contain all of the
information that you should consider before investing in our common stock. You should read the entire prospectus carefully, especially the risks
of investing in our common stock, which we discuss under �Risk Factors� and our consolidated financial statements and related notes. Unless
otherwise indicated or required by the context, �we,� �us,� and �our� refer to GeoPetro Resources Company and its subsidiaries and
predecessors. All financial data included in this prospectus has been prepared in accordance with generally accepted accounting principles in
the United States. We have provided definitions for some of the natural gas and oil industry terms used in this prospectus in the Glossary on
page A-1 of this prospectus. All dollar amounts appearing in this prospectus are stated in U.S. dollars unless specifically noted in Canadian
dollars (�CDN$�).

This prospectus is part of a registration statement on Form S-3 that we have filed with the SEC using a �shelf� registration process.  Under this
shelf registration process, the selling shareholders may, from time to time, sell the shares of our common stock described in this prospectus in
one or more offerings.

This prospectus provides you with a general description of us and the common shares that maybe offered by the selling shareholders.  In
connection with any offer or sale of common shares by the selling shareholders under this prospectus, the selling shareholders are required to
provide this prospectus and, in certain cases, a prospectus supplement that will contain specific information about the selling shareholders, the
terms of the applicable offering and the securities being offered.  The prospectus supplement also may add to, update or change information in
this prospectus.  If there is any inconsistency between the information in this prospectus and any prospectus supplement, you should rely on the
information in the prospectus supplement.  You should carefully read this prospectus, any prospectus supplement and the additional information
described below under the heading �Where You Can Find More Information�.

GEOPETRO RESOURCES COMPANY
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We were incorporated in the State of Wyoming in August 1994 under the name GeoPetro Company as an oil and gas exploration, development
drilling and production company. In June 1996, we merged with our wholly-owned subsidiary, GeoPetro Resources Subsidiary Company, a
California corporation, and the resulting merged company is incorporated in the state of California under the California General Corporation
Law under the name GeoPetro Resources Company.

Our principal and registered office is located at One Maritime Plaza, Suite 700, San Francisco, California, USA 94111 and our telephone
number is 415-398-8186.  We maintain a website located at www.geopetro.com.

Intercorporate Relationships
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We hold 100% of the shares of Redwood Energy Company, a Texas corporation, �Redwood.�  Redwood is the general partner of, and holds a 5%
interest in, Redwood Energy Production, L.P., �Redwood LP�, a Texas limited partnership. We are the sole limited partner of Redwood LP and
own the remaining 95% partnership interest in Redwood LP.

In addition, we hold a 12% interest in Continental-GeoPetro (Bengara II) Ltd., �C-G Bengara� which is a British Virgin Islands company and a
50% interest in CG Xploration Inc., �CG Xploration�, which is a Delaware corporation.

We also hold 100% of the shares of GeoPetro Canada Ltd., �GeoPetro Canada�, an Alberta company, 100% of the shares of GeoPetro
Alaska LLC �GeoPetro Alaska�, an Alaska limited liability company, and 100% of the shares of South Texas GeoPetro, LLC, �South Texas
GeoPetro�, a Texas limited liability company.

1
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GENERAL DEVELOPMENT OF THE BUSINESS

During the past five years, we have conducted leasehold acquisition, exploration and drilling activities on our North American, Australian and
Indonesian prospects. These projects currently encompass approximately 372,317 gross (158,401 net) acres, consisting of mineral leases,
production sharing contracts and exploration permits that give us the right to explore for, develop and produce oil and natural gas. Most of these
properties are in the exploration, appraisal or development drilling phase and have not begun to produce revenue from the sale of oil and natural
gas. Excluding minor interest and dividend income, our only cash inflows until 2003 were the recovery of capital invested in projects through
sale or other divestiture of interests in oil and gas prospects to industry partners.

In December 2000, we acquired working interests in oil and natural gas leases in the Madisonville Field in Madison County, Texas, including
interests in the Rodessa Formation. Also included in the acquisition was the Magness Well, an existing well that had been drilled, cased and
production tested in the Rodessa Formation. In October 2001, we re-completed and tested the Magness Well over a 12-day period. In
October 2002, we drilled, completed and successfully tested an injection well to dispose of waste products resulting from the treating process for
gas produced from the Rodessa Formation. The Madisonville Field gas treatment plant and associated pipelines, which were built specifically
for this project, were placed into service in May 2003, and the Magness Well began production in late May 2003. Since 2003, substantially all of
our revenue has been generated from natural gas sales derived from the Madisonville Field. The Madisonville Project is expected to be our
primary source of revenue in 2008. The first development well in the Madisonville Field, the Fannin Well, was drilled in 2004 and was tested at
rates of up to 25.7 MMcf/d. In 2006, we drilled the Wilson and Mitchell wells. Presently, the Fannin, Mitchell and Magness wells are producing
while the Wilson well is shut-in awaiting a fracture stimulation. We own a 100% working interest in the four wells. Historically, our wells have
been production constrained by the gas treatment plant at the Madisonville Field, which had a treating capacity limit of approximately 18,000
Mcf per day. We entered into an agreement with the plant owner, Madisonville Gas Processing, LP (�MGP�), an unaffiliated third party, which
required, among other things, that MGP expand the design treating capacity of the plant from 18,000 to 68,000 Mcf per day to treat additional
volumes from our producing wells. In October 2007, MGP informed us that they had partially completed construction of the additional treating
facilities.  Subsequently in November 2007, MGP commenced phase-in of the additional treating capacity reaching a temporary peak inlet
volume of 21 mmcf/d out of the total contracted 50 mmcf/d design capacity at such facilities. However, operations at the additional treating
facilities were suspended by MGP in December 2007 in order to make the necessary modifications to effectively deal with the presence of
diamondoids in the gas stream produced from the Rodessa Formation.

As of April 24, 2008 we have 31,950,970 shares of common stock outstanding as a result of raising approximately $54.9 million of equity, net of
offering costs, by way of private placements and a public offering in Canada. These funds have been used primarily to acquire, explore and
develop our oil and natural gas prospects.

Most recently, on August 13, 2007, we sold, pursuant to a private placement, 2,002,599 units of our securities at a price of $3.85 per unit, for
total gross proceeds of $7,710,006. Each unit consists of one share of our common stock and a warrant to purchase three-tenths of a common
share. Each one whole warrant shall entitle the holder to acquire one share of common stock at a price of $4.50 per share for a period of five
years from the closing date. The units were purchased by a small number of accredited investors. We filed a re-sale registration statement
covering the common shares and warrants exercisable for common shares sold in such placement, which registration statement was declared
effective by the Securities and Exchange Commission in October 2007. The gross proceeds  from the sale have been, and will be, used to fund
the Company�s exploration and development program and for general working capital purposes.

Growth Strategy
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Our strategy is to maximize shareholder value through the exploration and development drilling of oil and natural gas prospects. To carry out
this philosophy we employ the following business strategies:

•  identify and pursue potential projects which individually have the potential to be �company makers� which we define
as projects which could generate a minimum unrisked net present value of $50 million net to our interest using a 10%
discount factor;

•  perform geological, engineering and geophysical evaluations;

2
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•  gain control of key acreage;

•  generate high quality drillable exploration and development drilling prospects;

•  retain a large working interest in those projects which involve low risk appraisal or development drilling,
exploitation or appraisal of proven, probable and possible reserves; and

•  minimize early investment and exploration risk in higher risk exploratory prospects through farmouts to other oil
and natural gas companies and maintain meaningful interests with a �carry� through the exploration phase.

Significant Risks:

Our business faces significant risks. Acquisition, exploration and overhead costs are high and have resulted in substantial losses since
inception. There is a limited public market for our common shares, which may hinder our ability to raise equity capital (if needed) on
advantageous terms, and there is intense competition in our industry. See �Risk Factors beginning on page 8 for a detailed discussion of
these and other risks.
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Risks Associated With Foreign Operations
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Our business activities in Indonesia, Canada and the United States are subject to political and economic risks, including: loss of revenue,
property and equipment as a result of unforeseen events like expropriation, nationalization, war, terrorist attacks and insurrection; risks of
increases in import, export and transportation regulations and tariffs, taxes and governmental royalties; renegotiation of contracts with
governmental entities; changes in laws and policies governing operations of foreign-based companies in Indonesia; exchange controls, and
numerous other factors. While we expect these risks are greater in Indonesia, especially political risk, any one or more of such political or
economic conditions could change in the United States or Canada to our detriment. For a related discussion of the risks attendant with foreign
operations, see �Risk Factors.�

Financial Information About Geographic Areas

Please see the notes to the financial statements for information concerning oil and gas properties located in the United States and foreign
countries.

Regulations
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Domestic exploration for, and production and sale of, oil and gas are extensively regulated at both the federal and state levels. Our business is
and will be directly or indirectly affected by numerous governmental laws and regulations applicable to the energy industry, including:

•  Federal environmental laws and regulations

•  State environmental laws and regulations

•  Local environmental laws and regulations

•  Conservation laws and regulations

•  Tax and other laws and regulations pertaining to the energy industry

Legislation, rules and regulations affecting the oil and gas industry are under constant review for amendment or expansion, frequently increasing
the regulatory burden. Any changes in the existing legislation, rules or regulations could adversely affect our business. The regulatory burdens
are often costly to comply with and carry substantial penalties for failure to comply.

3
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As of April 24, 2008, we have re-completed an existing production well and drilled three additional production wells and an injection well in the
Madisonville Project as operator. In addition, we may drill oil, gas and disposal wells in the future as the operator and will be required to obtain
local government and other permits to drill such wells. There can be no assurance that such permits will be available on a timely basis or at all.
Texas and other states have statutes or regulations pertaining to conservation matters which, among other matters, regulate the unitization or
pooling of gas properties and the spacing, plugging and abandonment of such wells and set limits on the maximum rates of natural gas that can
be produced from gas wells.

Our operations and activities are subject to numerous federal, state and local environmental laws and regulations. These laws and regulations:

•  Require the acquisition of permits

•  Restrict the type, quantities and concentration of various substances that can be discharged into the environment

•  Limit or prohibit drilling and other activities on wetlands and other designated, protected areas

•  Regulate the generation, handling, storage, transportation, disposal and treatment of waste materials

•  Impose criminal or civil liabilities for pollution resulting from oil and natural gas operations

We expect that with the increase in our exploratory and development drilling activities, the impact of environmental laws and regulations on our
business and operations will also increase. We may be required in the future to make substantial outlays of money to comply with environmental
laws and regulations. Additional changes in operating procedures and expenditures to comply with future environmental laws cannot be
predicted.

Other than our U.S. projects, we do not operate oil and gas properties in which we own an interest. In those instances, we are not in the position
to exert direct control over compliance with most of the rules and regulations discussed above. We are substantially dependent on the operators
of our non-operated oil and gas properties to monitor, administer and oversee such compliance. The failure of the operator to comply with such
rules and regulations could result in substantial liabilities to us.

As the operator of the Madisonville Project, among other various environmental laws and regulations, we are  subject to the U.S. Comprehensive
Environmental Response, Compensation and Liability Act (�CERCLA�) and any comparable legislation adopted by Texas which imposes strict,
joint and several liability on owners and operators of properties and on persons who dispose or arrange for the disposal of �hazardous substances�
found on or under the sites of such properties.
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Under CERCLA, one owner, lessee or other party, having responsibility for and an interest in a site requiring cleanup may, under certain
circumstances, be required to bear a disproportionate share of liability for the cost of such cleanup if payments cannot be obtained from other
responsible parties. The Resource Conservation and Recovery Act (�RCRA�) and comparable rules adopted by Texas and other states regulate the
generation, management and disposal of hazardous oil and gas waste.

The Texas Railroad Commission has been delegated the responsibility and authority to regulate and prevent pollution from oil and gas
operations, including the prevention of pollution of surface or subsurface water resulting from the drilling of oil and gas wells and the production
of oil and gas. In addition to regulating the generation, management and disposal of hazardous oil and gas waste, the Texas Railroad
Commission has been delegated authority to regulate underground hydrocarbon storage, saltwater disposal pits and injection wells.

The drilling of oil and gas wells in Texas requires operators to obtain drilling permits, file an organization report and a performance bond or
other form of financial security, such as a letter of credit, and obtain a permit to maintain pits to store and dispose of drilling fluids, saltwater and
waste as well as other types of pits for other purposes. The issuance of such permits is conditioned upon the Texas Railroad Commission�s
determination that these pits will not result in waste or pollution of surface or subsurface water.

4
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Other states in which we have an interest in oil and gas properties may impose similar or more stringent regulations than imposed under
CERCLA or RCRA.

In re-completing the existing well on the Madisonville Project, we were required to drill a well for injection or disposal of produced waste gas
from wells. Injection wells are subject to regulation under the Safe Drinking Water Act (�SDWA�) and the regulations and procedures which have
been adopted by the Environmental Protection Agency (�EPA�) under that Act. Generally, enforcement procedures under the SDWA are
administered by the EPA unless such authority has been delegated by the EPA to a state which has primary enforcement responsibility based on
the EPA�s determination that the state has adopted drinking water regulations no less stringent than the national primary drinking water
regulations and meets certain other criteria. Underground injection wells not used for the underground injection of natural gas for storage are
generally unlawful and subject to penalties under the SWDA unless authorized by:

•  permit issued by the EPA or a state having primary enforcement responsibility, or

•  rule pursuant to an underground injection control program established by a state or the EPA.

The regulatory burden on the natural gas and oil industry increases our cost of doing business and affects our financial condition. Future
developments, such as stricter requirements of environmental or health and safety laws and regulations affecting our business or more stringent
interpretations of, or enforcement policies with respect to, such laws and regulations, could adversely affect us. To meet changing permitting and
operational standards, we may be required, over time, to make site or operational modifications at our facilities, some of which might be
significant and could involve substantial expenditures. There can be no assurance that material costs or liabilities will not arise from these or
additional environmental matters that may be discovered or otherwise may arise from future requirements of law.

Overseas Regulations
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We own a working interest in an oil and gas project located in Indonesia. We have farmed out our interest in this project to a third party who is
the operator of this project. In exploring for, drilling and developing this property, this operator will be required to comply with the
environmental, conservation, tax and other laws and regulations of Indonesia. We own non-operated working interests in oil and gas projects
located in Canada.  In exploring for, drilling and developing these properties, these operators will be required to comply with the environmental, 
conservation, tax and other laws and regulations in Canada.

Technology

We participate in projects utilizing economically feasible exploration technology in our exploration and development drilling activities to reduce
risks, lower costs, and more efficiently produce oil and gas. We believe that the availability of cost effective 2-D and 3-D seismic data makes its
use in exploration and development drilling activities attractive from a risk management perspective in certain areas.

Briefly, through the use of a seismograph, a seismic survey sends pulses of sound from the surface down into the earth, and records the echoes
reflected back to the surface. By calculating the speed at which sound travels through the various layers of rock, it is possible to estimate the
depth to the reflecting surface. It then becomes possible to infer the structure of rock deep below the earth�s surface. We evaluate substantially all
of our exploratory prospects using 2-D seismic data. In addition, we own approximately 12 square miles of 3-D seismic data covering our
leasehold and adjacent lands in the Madisonville Project.

The use of seismic technology does not entirely remove the risk of exploration and development drilling of oil and natural gas deposits. It is
important to consider the following:

• we may not recognize significant geological features due to errors in interpretation, processing limitations, the presence of certain geological
environments that are out of our control or other factors; and

• seismic generally becomes less reliable with increasing depth of the geological horizon; and

5
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• the use of this technology may increase our finding cost over that if it is not used.

Principal Products
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Our principal products are the production of natural gas and crude oil from properties in which we own an interest. Since our inception, we have
realized only limited production of natural gas and crude oil from the properties in which we own an interest. We have working interests in
various undeveloped oil and gas properties.

During the last three fiscal years, 100% of our revenues have been derived from the sale of natural gas. Substantially all of our natural gas sales,
approximately 99%, have been generated by three producing wells, the Magness #1, Fannin #1and Mitchell #1 wells, located in the Madisonville
Field in East Texas. Natural gas produced by the wells is sold at the wellhead where it is delivered to a gathering pipeline and transported to a
nearby gas treatment plant where it is treated to remove impurities. The gas is then transported nine miles to one of two common carrier
pipelines from which point it is delivered to the greater Dallas, Texas area. The price received for the natural gas is the Houston Ship Channel
price index less certain adjustments for the quality of the gas delivered. The adjustments for the quality of gas delivered at the wellsite as well as
the gathering and transportation costs presently amount to approximately $1.75  per Mcf of untreated gas delivered at the wellsite.

Reserves
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The volume of production from oil and natural gas properties generally declines as reserves are depleted, with the rate of decline depending on
reservoir characteristics. Our proved reserves will decline as reserves are produced from our properties unless we are able to acquire or develop
new reserves.

Acquisition of Producing Properties
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We may supplement our exploration efforts with acquisitions of producing oil and gas properties. We may seek to acquire producing properties
that are underperforming relative to their potential.

Patents, Trademarks, Licenses, Franchises and Concessions Held
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Permits and licenses are important to our operations, since they allow the search for the extraction of any oil, gas and minerals discovered on the
areas covered. See �Properties� for a general description of the permits and licenses under which we operate. Provided we establish a commercial
discovery thereon, the Bengara PSC in Indonesia grants us the right to produce oil and gas from the PSC area until 2027.

Seasonality of Business
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Our business is not seasonal.

Working Capital Items
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The majority of our current assets are in the form of cash and deposits in trust received from the sale of natural gas from our Madisonville
Project in Texas and from the sale of common stock in private placements. We are required to use this cash to pay for the cost of our operations
and activities.

Customers
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Substantially all of our revenues to date have been derived from sales by MGP to two customers, Luminant Energy Company, and ETC Katy
Pipeline, Ltd., of natural gas produced from our Madisonville Project in Texas. We have not committed any forward sales of our natural gas. We
contract to sell the gas with spot-market based contracts that vary with market forces on a monthly basis. No other customer accounts for in
excess of 10% of our revenues.  The loss of either of these customers could result in the loss of our revenues, which would have a material
adverse effect on our results of operations.  See �Risk Factors�.

6

Edgar Filing: GEOPETRO RESOURCES CO - Form POS AM

45



Competition
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The natural gas and oil industry is intensely competitive and speculative in all of its phases. We encounter competition from other natural gas
and oil companies in all areas of our operations. In seeking suitable natural gas and oil properties for acquisition, we compete with other
companies operating in our areas of interest, including large natural gas and oil companies and other independent operators, which have greater
financial resources and in many instances, have been engaged in the exploration and production business for a much longer time than we have.
Many of our competitors also have substantially larger operating staffs than we do. Many of these competitors not only explore for and produce
natural gas and oil but also market natural gas and oil and other products on a regional, national or worldwide basis. These competitors may be
able to pay more for productive natural gas and oil properties and exploratory prospects and define, evaluate, bid for and purchase a greater
number of properties and prospects than us. In addition, these competitors may have a greater ability to continue exploration activities during
periods of low market prices. Our ability to acquire additional properties and to discover reserves in the future will depend on our ability to
evaluate and select suitable properties and to consummate transactions in a highly competitive environment.

The prices of our natural gas production are controlled by market forces. However, competition in the natural gas and oil exploration industry
also exists in the form of competition to acquire leases and obtain favorable transportation prices. We are relatively small and may have
difficulty acquiring additional acreage and/or projects and may have difficulty arranging for the transportation of our production. We also face
competition in obtaining natural gas and oil drilling rigs and in sourcing the manpower to run them and provide related services.

Employees
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Currently, we have 10 employees, all of whom are full time. We use the services of independent consultants and contractors to perform various
professional services, including reservoir engineering, land, legal, environmental and tax services. On those properties where we are not the
operator, we rely on outside operators to drill, produce and market our natural gas and oil.

THE OFFERING
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Common stock that may be offered by the selling
shareholders: 16,499,991 shares(1)

Common stock to be outstanding immediately after
this offering: 31,950,970 shares(2)

Use of proceeds: We will not receive any proceeds from the sales of our common stock by the
selling shareholders.

Risk factors: See �Risk Factors� and other information included in this prospectus for a
discussion of some of the factors you should consider before deciding to purchase
shares of our common stock.

American Stock Exchange Symbol: �GPR�
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(1)  Includes 1,633,831 shares of common stock issuable upon exercise of warrants and 2,670,000 shares of common
stock issuable upon exercise of options.

(2)  Assumes the sale by the selling stockholders of all the shares of common stock available for resale under this
prospectus, except for 1,633,831 shares of common stock issuable upon exercise of warrants and 2,670,000 shares of
common stock issuable upon exercise of options.
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RISK FACTORS

The shares of our common stock being offered involve a high degree of risk.  You should carefully consider the following discussion of
risks as well as all other information in this prospectus before purchasing any of the shares offered pursuant to this prospectus.

In addition to risks and uncertainties in the ordinary course of business that are common to all businesses, important factors that are specific to
our industry and our company could materially impact our future performance and results of operations. We have provided below a list of these
risk factors that should be reviewed when considering our securities. These are not all the risks we face and other factors currently considered
immaterial or unknown to us may impact our future operations.

Risks Related to Our Business
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As of December 31, 2007 we have capitalized costs totaling $53.28 million as evaluated and unevaluated oil and gas properties whereas we
have generated revenues of only $29.9 million since January 1, 2003 and revenues of only $6.9 million during the fiscal year ended
December 31, 2007.

Since inception, our activities have been primarily related to acquiring and exploring leasehold interests in oil and natural gas properties in
Texas, California, Alaska, Alberta, Indonesia and Australia. We incur substantial acquisition and exploration costs and overhead expenses in our
operations, and until 2003, excluding minor interest and dividend income, our only significant cash inflows were the recovery of capital invested
in projects through sale or other divestitures of interests in oil and gas prospects to industry partners. As a result, we have sustained an
accumulated deficit through December 30, 2007 of $12,010,789.  Our production activities commenced in May 2003. Since May 2003, over
90% of our revenue has been generated from natural gas sales derived from wells in the Madisonville Field in Texas. It is possible that in the
future we will be unable to continue to generate revenues from our sales of natural gas from our Madisonville Field wells because our proved
reserves decline as reserves are produced from the wells. The drilling of exploratory oil and natural gas wells is highly speculative and often
unproductive. Our participation in future drilling activities to explore, develop and exploit the properties in which we have an interest, or in
which we may acquire interests, may be unsuccessful, may fail to generate positive cash flow, and may not enable us to maintain profitability in
the future.

Approximately 99% of our current revenues are generated by our interest in the Madisonville Project. Delays or interruptions of the
Madisonville Project natural gas drilling and production operations including, but not limited to, events beyond our control or the failure of
third parties on which we rely to provide key services, could negatively impact our revenues.

Approximately 99% of our oil and natural gas revenues for the years ended December 31, 2007 and 2006 were derived from the Madisonville
Project. In connection with that project, we have contracted with third parties to provide key services, including:

(a) Madisonville Gas Processing, LP, or MGP, which owns and operates gathering pipelines and a dedicated natural gas treatment plant which
we utilize to treat impurities in the Madisonville Project natural gas; and

(b) Gateway Processing Company, or Gateway which operates a sales pipeline for such natural gas.

The failure of MGP or Gateway to perform their contractual obligations to us could impose delays or interruptions in our production operations
and prevent us from generating revenues. In addition, events which are beyond our control, or that of Gateway or MGP, could affect our
production operations. Such events include, but are not limited to:

• events referred to as force majeure, such as an act of God, act of a public enemy, war, blockade, public riot, lightning, fire, storm, flood,
explosion and any other causes whether of the kind enumerated or otherwise not reasonably within the control of MGP, Gateway or our
company.

• subsurface conditions or formations encountered during the drilling of wells, whether natural or mechanical, including but not limited to
blowout, igneous rock, salt, saltwater flow, loss of circulation, loss of hole,
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abnormal pressures, or any other impenetrable substance or adverse condition, which renders further drilling of a well impossible or impractical.

• the inability to secure raw materials or equipment,

• transportation accidents, and

• labor disputes and equipment failures.

In excess of 90% of our revenues to date have been derived from sales by MGP to two customers. The loss of one or both these customers
could have a material adverse impact on our oil and gas revenues.

Approximately 99% of our oil and natural gas revenues for the years ended December 31, 2007 and 2006 were derived from the Madisonville
Project. During 2007 and 2006, approximately 99% of our revenues have been derived from sales by MGP to two customers, Luminant Energy
Company, LLC, and ETC Katy Pipeline, Ltd. The loss of one of these customers could impact the price we receive for our gas sold due to
lessened competition. The loss of both customers could result in a total loss of our revenue.

Unless we replace our oil and natural gas reserves, our reserves and production will decline.
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The volume of production from oil and natural gas properties generally declines as reserves are depleted, with the rate of decline depending on
reservoir characteristics. Our proved reserves will decline as reserves are produced from our properties unless we are able to acquire or develop
new reserves. The business of exploring for, developing or acquiring reserves is capital intensive. For example, as of December 30, 2007 we
have capitalized costs totaling $53,276,945 as evaluated and unevaluated oil and gas properties. To the extent cash flow from operations is
reduced and external sources of capital become limited or unavailable, our ability to make the necessary capital investment to maintain or
expand our asset base of oil and natural gas reserves will be impaired. Even if we are able to raise capital to develop or acquire additional
properties, no assurance can be given that our future exploitation and development drilling activities will result in the discovery of any reserves.

Our exploration and development drilling activities may not be commercially successful. The drilling of exploratory oil and natural gas wells
is expensive, highly speculative and often unproductive.

Exploration for oil and natural gas on unproven prospects is expensive, highly speculative and involves a high degree of risk, including the risk
that no commercially productive oil or natural gas reservoirs will be encountered. Reserves are dependent on our ability to successfully complete
drilling activity on proven prospects.

The cost of drilling, completing and operating wells is often uncertain, and drilling operations may be curtailed, delayed or cancelled as a result
of a variety of factors, including:

• unexpected drilling conditions, pressure or irregularities in formations;

• equipment failures or accidents, adverse weather conditions;

• compliance with governmental requirements; and

• shortages or delays in the availability of drilling rigs and the delivery of equipment.

Our evaluations of the oil and gas prospects of our properties may be wrong.
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With the exception of the Madisonville Project, the properties in which we have an interest are prospects in which the presence of oil and natural
gas reserves in commercial quantities has not been established. Any decision to engage in exploratory drilling or other activities on any of these
properties will be dependent in part on the evaluation of data compiled by petroleum engineers and geologists and obtained through geophysical
testing and geological analysis.
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