2007 Hemi Energy Group Semi Annual Report
A message from the President

On the behalf of Hemi Energy Group Inc. | am please to present my first Annual/Semi Annual report of
Hemi Energy Group Inc. (HMGP) to our shareholders.

Over the past year, Hemi Energy Group Inc. has seen dramatic growth and enhanced prospects in our
primary areaof oil and natural gas operations located in Southeastern Kansas. During 2006 Hemi
acquired approximately 1900 acres of oil and gas |eases, which had 109 existing shut in oil wells. These
|eases were acquired with both cash and restricted common stock, from a non affiliated third party (Inlan
Oceans LLC) and other 3" party private mineral owners. These initia |eases were comprised of the
Purcell, Tebbens, Reno, Zimmerman, Orth-Silvey, Collins and Sturgeon leases. We have had avery good
success ratio of restoring these older shut in wells back to production.

As we entered 2007, we redlized the economic climate of the crude oil and natural gas prices, had once
again, made many of these older stripper wells pr ofitable and economically viable, the potential
opportunity many of the shut wells presented by being easily restored back to production. In the summer
of 2006 we commissioned Tectonics Engineering of Calgary Canadato do a geological study, enhanced
oil recover (EOR) and ail and gas reserve study of these leases. In September we were notified Tectonics
was unable to complete this report, we commissioned Geosystems Engineering, Inc., of Dallas, Texas to
complete this report. The Geosystems report concluded 2.15 million proved BOE (Barrels or Equivalents)
and probable reserve of 3.1 million BOE (revised down from 5,100,000 BOE as quoted in the Techtonic
report) for Hemi’s five leases in Woodson County, Kansas. The total potential reserves are 5.25 million
BOE (Oil and or Natural Gas) for this report.

Weredlized that these wells were drilled from the 1930 s thru the 1970 s had alimited mechanical li fe
left and daily production was limitedto to 3 Bar relsof oil aday (BOD) as an average for these mature
wells due to mechanical and technological limitations used at the time these wells were drilled and the
field developed, it was obvious with such a significant amount of reserves left unproduced on these
leases, producing the old wells had certain limitations, drilling new In fill step out wells with n ew
drilling and compl etion techniques near the decades old wells we could dramatically increase the
production of the ail fields based on the Geosystem report. In February 2007, we drilled the Hemi-Reno
2, offsetting the old Reno 2 well by 50 feet. The old Reno 2 well had been making between 1 and 2 BoD,
with the new modern drilling and compl etion techniques we empl oyed the Hemi-Reno well flushed in at
68 BoD. Not only did we dramatically increase the oil production, but we also learned with modern
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logging and testing systems, undiscovered Coal Bed Methane (CBM) pay zones were found on these
leases, which have tested at economically gas production rates. We have chosen to leave the Coa Bed
M ethane undevel oped (behind pipe) for future natural gas development and production. From March
2007 to current we began an aggressive leasing program in the area with most |ease acreage being
contigious to the 5 Woodson county oil and gas leases. We have increased our lease hold acreage from
2000 to in excess of 9,000 acres in Woodson county, with negotiations continuing on an addition 16,000
acres. We have a so increased our stripper/shut in well bore count from 109 wells to approximately 135
wells. Many of these are still shut in waiting testing, rehabilitation or infrastructure upgrades.

In March of 2007 we purchased a 2002 Pulstar P20000 model pulling/work over unit, we did so, because
South Eastern Kansas has been experiencing severe oil field equipment and skilled man power shortages.
It was decided as a cost saving measure and in order to expedite the rehabilitation of existing wells, work
over activities would have to be conducted in-house by Hemi. The Hemi work over unit is one of the
larger capacity work over rigsin the area and thereis a great demand for it from other local oil and gas
operators, we have the work over rig available for contract work to other oil and gas operators in the area,
with an average backlog of 5 to 10 jobs waiting, when the work over rig is not conducting in-house
operations for Hemi. We are currently negotiating to acquire additional work over rigs and other field
service equipment currently in short supply and in great demand by other local oil and gas operators.

Since January of this year, Southeastern Kansas has been experiencing an unusually wet year, culminating
with wide spread flooding in June and July. This inclement weather has impacted our operations, drilling
and re-habilitation schedules and projections have been disrupted by weather and extremely wet ground
conditions. As has production. In the June/July flooding we experienced as much as 80% of our oil
producing wells being totally submerged by the flood waters, combined with damage to our surface
equipment (storage tanks separators, eectric lines) Once the |eases became accessible again, we began
repair and replacement operations. Most of the damages we experienced are covered by insurance, but
lost revenue is not covered, we expect to have production restored to previous production levelsin early
August.

In July we drilled 2 new wells, the Hemi Tebbens, which was a deeper exploratory well located on the
Tebbens lease (Woodson County). The drilling of thiswell alowed usto discover several Coal Bed
Methane and Crude Oil zones not previously known in Woodson County. The zones include the Maulky
cod, the Tevo Codl, the pralific Riverton Coal beds a ong with numerous other smaller stringer CBM
zones. We found the Shallow Kansas City zone could produce lower grade crude oil, the Squirrel
(current production zone) would produce commercially viable levels of crude oil and the previoudy
unknown Tucker Sandstone formation which during drilling had an exceptional show of crude oil. This
well is awaiting completion and we expect to have this well completed in Early August 2007.
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The second well was located on the Sturgeon Lease (Montgomery County KS) again we discovered new
unproduced production pay zones including the Bartlesville (current producing zone) and prolific
amounts of CBM potential pay zones. Thiswell isaso scheduled for completion in Early August 2007.
Both the wellsin this discussion have been thoroughly logged and tested. We expect to compl ete these
wellsin crude il pay zones and leave the natural gas unproduced and behind pipe for future

devel opment.

Asthe weather conditions will allow, we continue drilling and redevelopment programs. Our goal isto be
drilling 2 to 4 wells aweek for the remainder of 2007, pending weather, drilling, completion and other
service/equipment availability, to which we have very little control over.

In closing: this has been a gold star year for Hemi , on the behalf of the Hemi Board of Directors and
employees, | would personally like to thank all the shareholders and investors that have supported us
through the good times and the hard times out in the oil patch. If it were not for you and your belief in us,
we would not have been able to have grown and prosper as we have done so in this past year. | fed that
like the past year, the future holds many profitable and exciting things for the investors and the company.

Thank you
Keith A. Anderson
President and CEO

Hemi Energy Group Inc.

HEMI| ENERGY GROUP, INC.
UNAUDITED CONSOLODATED BALANCE SHEET

As of June 30, 2007
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Current Assets
Cash and Cash Equivalents
Office Furniture & Equi pment,net
Prepaid Insurance
Prepaid Expenses
Accounts receivable
Total Assets
Oil and Gas Properties
L ess accumul ated depl etion and depreciation
Net oil and gas properties

Total Assets

Assets

$ 247,658.98
46,900.00
11,000.00
80,450.00
213,249.00
599,257.98

2,280,625.00
(12,755.00)
$ 2,267,870.00

2,867,127.98

LIABILITIESAND STOCKHOLDERS EQUITY

Current liabilities
Accounts payable

Payable to Officer

$ 15,620.00

50,000.00
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Qil & Gas payable (leasing commitments/options) 151,250.00
Total Current liabilities

$ 216,870.00
Stockholders equity

Common stock, par value $.001 per share; 100,000,000 shares authorized;

50,795,702 shares issued and outstanding at June 30, 2007

50,795.00
Additional paid-in capital 2,521,990.98
Accumulated deficit (193,062.00)

Deferred compensation (14,000.00)
Total stockholders equity 2,650,257.98

TOTAL LIABILITIESAND STOCKHOLDERS EQUITY $ 2,867,127.98

HEMI ENERGY GROUP, INC.

UNAUDITED CONSOLIDATED STATEMENTS OF OPERATIONS

Twelve M onths Ended
June 30,

-
-
-
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2007 2006

Operating Revenues:

Crude oil and Natura sales

117,366 82,577
Operating Expenses:
L ease operating expenses 47,288 39,586
Production and ad val orem taxes 9,427 4,859
Deferred compensation expense 72,421 50,000
Depletion and depreciation 3,450 2,000
General and Administrative 120,550 86,690
Total operating expenses (253,136.00) (183,135)
Income (Loss) from operations (135,770) (100,558)
Income on disposal of discontinued operations, net -0- 22,000
Cash Flows From Investing Activities
Purchase of Qil-Gas leases (90,000) (165,500)
Purchase of Equipment (237,688) (112,808)
Drilling & Lease Remediation/ Well Rework Activity (94,636) (173,115)
Consulting & Engineering (5,000) (20,000)
(427,324) (449,423)
Cash Flows From Financing Activities
Sale of Restricted Common Stock 355,000 459,000

-
-
-
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Cash Provided by Financing Activities
Cash
12 Months Ending June 30
Net income (loss)
Net income (loss) per share - basic and diluted
Continuing operations
Discontinued operations
Net income (l0ss) per share
Weighted aver age common shar es outstanding

Basic and diluted

HEMI| ENERGY GROUP, INC.

355,000

186,438.88

(25,220)

(.001)

.0015

(.0001)

50,797,700

UNAUDITED CONSOLIDATED STATEMENTSOF CASH FLOWS

Twelve months ending June 30,

2007

2006

459,000

96,718

8,141

.0005

.0001

38,593,700
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Cash flow from operating activities:

Loss from continuing operations (135,770) 82,577

Adjustments needed to reconcile net cash flow used in operations:

Depletion and depreciation 3,450 5,250

Deferred compensation expense 72,421 50,000
Income from disposal of discontinued operations, net -0- 22,000
Genera and Administrative 45,000 10,000
Changes in assets and liabilities rel ating to operations:

Accounts receivable (200,249) (3,100)

Accounts payable (14,620) (8,775)

Net liabilities discontinued operations, net -0- 22,000

Net cash used in operations 214,860 11,875

SUPPLEMENTARY FINANCIAL INFORMATION FOR OIL AND GASPRODUCING ACTIVITIES

(UNAUDITED)

All of our operations are directly related to oil and natural gas producing activitieslocated in Kansas.

Capitalized Costs Relating to Oil and Gas Producing Activities

Proved oil and gas properties $107,500,000 2,150,000 BOE
Unproved - probable oil and gas $155,000,000 3,100,000 BOE
Totd capitalized costs $262,000,00

CostsIncurred in Oil and Gas Producing Activities
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Acquisition of proved properties $96,500.00

Acquisition of unproved properties 61,000.00
Devel opment costs 184,000.00
Total Costs Incurred $341,500.00

Results of Operationsfrom Oil and Gas Producing Activities
Oil and gas revenues $112,700.00
Production costs 73,431.00
Results of Qil and Gas Producing Operations

* Since we did not have a provision for federal income taxes for 2006 and 2007, we did not compute atax provision
for the disclosure listed above.

Proved Reserves

Our proved oil and natural gas reserves have been estimated by independent petroleum engineers, .Geosystems
Engineering, Inc., Dallas, Texas These studies were commissioned by Hemi Energy Group in the 2cd quarter of
2006 and not completed until the 1¥ quarter of 2007. Therefore Hemi chose not to book the reserves until its 2007
fiscal year. Proved reserves are the estimated quantities that geol ogic and engineering data demonstrate with
reasonabl e certainty to be recoverable in future years from known reservoirs under existing economic and operating
conditions. Proved developed reserves are the quantities expected to be recovered through existing wells with
existing equipment and operating methods. Due to the inherent uncertainties and the limited nature of reservoir
data, such estimates are subject to change as additional information becomes available. The reserves actually
recovered and the timing of production of these reserves may be substantially different from the original estimate.
Revisions result primarily from new information obtained from development drilling and production history;
acquisitions of oil and natural gas properties; and changes in economic factors.

Regarding our proved and proved undevel oped reserves, this reports states Waterflood and surfactant pol ymer
implementation for the Woodson county properties, involve significant capital investment and an extended period of
time from the first investment until actual production occurs. Generally surfactant polymer is regarded as more risky
as compared to water flooding: however the Woodson County fields has been the subject of limited field testing of a
small scale polymer pilot and we believe conditions for a surfactant polymer-flooding are favorable for this field.
Our ahility to recover and successfully convert proved and undevel oped reserves into proved producing is greatly
contingent upon our ability in the future to obtain additional financing and /or raise additional capital, and further,
greatly contingent upon inherent uncertainties associated with tue success of producing crude oil and natural gas
from our devel opment activities, and volatile crude oil and natura gas prices.
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Reserves were estimated using crude oil and natura gas prices and production and devel opment costsin effect on
July 1, 2006, the crude oil and natural gas prices were $73.94 per barrel and $5.83 per Mmbtu, respectively. The
values reported my not necessarily reflect the fair market value of the reserves.

Risks Related to Our Business

THE ACTUAL QUANTITIESAND PRESENT VALUE OF OUR PROVED RESERVESMAY PROVE TO
BE LOWER THAN WE HAVE ESTIMATED.

Our business strategy is to acquire mature oil fields with established reserves that have declined to marginal
production levels, but possess significant remaining upside exploitation potential, and implement various secondary
and tertiary enhanced oil recovery operations. We are focused on acquiring undervalued properties that feature
enhanced recovery opportunities. Aswe continue to find acquisition candidates, we may require additiona capital
to finance the acquisitions. We may not be able to obtain additional financing in sufficient amounts or on acceptable
terms when needed, which could adversely affect our operating results and prospects. If we cannot raise the
additional capital required to implement our business strategy, we may be required to curtail operations or develop a
different strategy, which could adversely affect our financia condition and results of operations.

THE ACTUAL QUANTITIESAND PRESENT VALUE OF OUR PROVED RESERVESMAY PROVE TO
BE LOWER THAN WE HAVE ESTIMATED

This didosure contains estimates of our proved reserves. The process of estimating oil and gas reserves is complex.
The process involves significant decisions and assumptionsin the evaluation of available geological, geophysical,
engineering and economic data for each reservoir. Therefore, these estimates are inherently imprecise. Actual future
production, oil and gas prices, revenues, taxes, development expenditures, operating expenses and quantities of
recoverable oil and gas reserves most likely will vary from these estimates. Such variations may be significant and
could materially affect the estimated quantities and present value of our proved reserves. In addition, we may adjust
estimates of proved reservesto reflect production history, results of exploration and development drilling, prevailing
oil and gas prices and other factors, many of which are beyond our control.

ACQUISITIONSMAY PROVE TO BE WORTH LESSTHAN WE PAID BECAUSE OF
UNCERTAINTIESIN EVALUATING RECOVERABLE RESERVESAND POTENTIAL LIABILITIES.

Our recent growth is duein part to acquisitions of exploration and production companies, producing properties and
undevel oped |easehol ds. We expect acquisitions will aso contribute to our future growth. Successful acquisitions
reguire an assessment of anumber of factors, including estimates of recoverabl e reserves, exploration potential,
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future oil and gas prices, operating costs and potential environmenta and other liabilities. Such assessments are
inexact and their accuracy is inherently uncertain. In connection with our assessments, we perform areview of the
acquired properties which we believe is generally consistent with industry practices. However, such areview will
not reveal al existing or potentia problems. In addition, our review may not permit us to become sufficiently
familiar with the propertiesto fully assess their deficiencies and capabilities. We do not inspect every well. Even
when we inspect awell, we do not always discover structural, subsurface and environmental problems that may exist
or arise. We are generally not entitled to contractual indemnification for pre-closing liabilities, including
environmental liabilities. Normally, we acquire interestsin propertieson an asis basiswith limit ed remedies for
breaches of representations and warranties. As aresult of these factors, we may not be able to acquire oil and gas
properties that contain economically recoverable reserves or be able to complete such acquisitions on acceptable
terms.

Additionally, significant acquisitions can change the nature of our operations and business depending upon the
character of the acquired properties, which may have substantially different operating and geological characteristics
or bein different geographic locations than our existing properties. It is our current intention to continue focusing on
acquiring properties with development and exploration potential located in onshore United States. To the extent that
we acquire properties substantially different from the propertiesin our primary operating regions or acquire
properties that require different technical expertise, we may not be able to redize the economic benefits of these
acquisitions as efficiently asin our prior acquisitions.

OIL AND GASPRICESARE VOLATILE. ADECLINE IN PRICESCOULD ADVERSELY AFFECT OUR
FINANCIAL POSITION, FINANCIAL RESULTS, CASH FLOWS, ACCESSTO CAPITAL AND ABILITY
TO GROW.

Our revenues, operating results, profitability and future rate of growth depend primarily upon the prices we receive
for the oil and gaswe sell. Prices also affect the amount of cash flow available for capital expenditures and our
ability to borrow money or raise additional capital. Historically, the markets for oil and gas have been volatile and
they arelikely to continue to be volatile. Wide fluctuationsin oil and gas prices may result from relatively minor

changesin the supply of and demand for oil and natura gas, market uncertainty and other factors that are beyond
our control, including:

worldwide and domestic supplies of oil and gas;
weather conditions;
the level of worl dwide and domestic demand;

the price and availability of alternative fuels;
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the availability of pipeline capacity;
the price and level of foreign imports;
domestic and foreign governmental regulations and taxes;

the ability of the members of the Organization of Petroleum Exporting Countries to agree to and
maintain oil price and production controls;

political instability or armed conflict in oil-producing regions; and
the overall economic environment.

These factors and the volatility of the energy markets make it extremely difficult to predict future oil and gas price
movements with any certainty. Declinesin oil and gas prices would not only reduce revenue, but could reduce the
amount of oil and gasthat we can produce economically and, as aresult, could have amaterial adverse effect on our
financial condition, results of operations and reserves.

EXPLORATION AND DEVELOPMENT DRILLING MAY NOT RESULT IN COMMERCIALLY
PRODUCTIVE RESERVES.

We do not always encounter commercially productive reservoirs through our drilling operations. The new wells we
drill or participate in may not be productive and we may not recover all or any portion of our investment in wells we
drill or participate in. The seismic data and other technologies we use do not alow us to know conclusively prior to
drilling awell that oil or gasis present or may be produced economically. The cost of drilling, completing and
operating awell is often uncertain, and cost factors can adversely affect the economics of a project. Our efforts will
be unprofitable if we drill dry wells or wells that are productive but do not produce enough reserves to return a profit
after drilling, operating and other costs. Further, our drilling operations may be curtailed, delayed or canceled as a
result of avariety of factors, including:

unexpected drilling conditions;

title problems;

-
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pressure or irregularities in formations;
equipment failures or accidents;
adverse westher conditions; and

increases in the costs of, or shortages or delays in the availability of, drilling rigs and
equipment.

OIL AND GASDRILLING AND PRODUCING OPERATIONS CAN BE HAZARDOUS AND MAY
EXPOSE USTO ENVIRONMENTAL LIABILITIES.

Qil and gas operations are subject to many risks, including well blowouts, cratering and explosions, pipefailure,
fires, formations with abnormal pressures, uncontrollable flows of oil, natural gas, brine or well fluids, and other
environmenta hazards and risks. Our drilling operations involve risks from high pressures and from mechanical
difficulties such as stuck pipes, collapsed casings and separated cables. If any of these events occur, we could
sustain substantial |osses as a result of:

injury or loss of life;

severe damage to or destruction of property, natural resources and equipment;
pollution or other environmental damage;

clean-up responsibilities;

regul atory investigations and penalties; and

suspension of operations.

Our liability for environmental hazards includes those created either by the previous owners of properties that we
purchase or lease or by acquired companies prior to the date we acquire them. We maintain insurance against some,
but not all, of the risks described above. Our insurance policies provide for $1,000,000 general liability coverage for
bodily injury and property damage including pollution, underground resources, blow out and cratering. In addition,
we have $100,000 coverage for our contractual obligations to our service contractors using their equipment
downhole. We have a Hired and Non-Owned Commercia | Automobile liability limit of $1,000,000. We aso have
secured $1,000,000 umbrella coverage in excess of the general liability and automobile liability. Our insurance may
not be adequate to cover casualty losses or liabilities. Also, in the future we may not be able to obtain insurance at
premium levels that justify its purchase.
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GOVERNMENT REGULATION MAY ADVERSELY AFFECT OUR BUSINESS AND RESULTSOF
OPERATIONS.

Qil and natural gas operations are subject to various federal, state and local government regul ations, which may be
changed from time to time. Matters subject to regulation include discharge permits for drilling operations, drilling
bonds, reports concerning operations, the spacing of wells, unitization and pooling of properties and taxation. From
timeto time, regulatory agencies have imposed price controls and limitations on production by restricting the rate of
flow of oil and natural gas wells below actua production capacity in order to conserve supplies of oil and natural
gas. There are federal, state and local laws and regulations primarily relating to protection of human health and the
environment applicable to the development, production, handling, storage, transportation and disposal of oil and
natural gas, by-products thereof and other substances and materials produced or used in connection with oil and
natural gas operations. The transportation and storage of refined products include the risk that refined products and
other hydrocarbons may be suddenly or gradually released into the environment, potentialy causing substantial
expenditures for aresponse action, significant government penalties, liability to government agencies for natural
resources damages, personal injury, or property damages to private parties and significant business interruption. We
own or lease a number of properties that have been used to store or distribute refined products for many years. Many
of these properties have also been operated by third parties whose handling, disposal, or release of hydrocarbons and
other wastes were not under our control. As aresult, we may incur substantial expenditures and/or liabilities to third
parties or governmental entities which could have a materia adverse effect on us.

WE FACE STRONG COMPETITION FROM LARGER OIL AND NATURAL GASCOMPANIES,
WHICH MAKESIT DIFFICULT TO CONDUCT PROFITABLE OPERATIONS.

Our competitors include major integrated oil and natural gas companies and numerous independent oil and natural
gas companies, individuals and drilling and income programs. Many of these competitors are large, well-established
companies and have substantially larger operating staffs and greater capital resources than we do. We may not be
able to successfully conduct our operations, eval uate and select suitable properties and consummate transactions in
this highly competitive environment. Specifically, these larger competitors may be able to pay more for exploratory
prospects and productive oil and natural gas properties and may be able to define, evaluate, bid for and purchase a
greater number of properties and prospects than our financial or human resources permit. In addition, such
companies may be able to expend greater resources on the existing and changing technologies that we believe are
and will be increasingly important to attaining successin the industry.

Risks Related to Our Common Stock

OUR HISTORIC STOCK PRICE HASBEEN VOLATILE AND THE FUTURE MARKET PRICE FOR
OUR COMMON STOCK MAY CONTINUE TO BE VOLATILE. FURTHER, THELIMITED MARKET
FOR OUR SHARESWILL MAKE OUR PRICE MORE VOLATILE. THISMAY MAKE IT DIFFICULT
FORYOU TO SELL OUR COMMON STOCK FOR A POSITIVE RETURN ON YOUR INVESTMENT.

OUR COMMON STOCK MAY BE SUBJECT TO THE PENNY STOCK RULESOF THE SEC, WHICH
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WOULD MAKE TRANSACTIONSIN OUR COMMON STOCK CUMBERSOME AND MAY REDUCE
THE VALUE OF AN INVESTMENT IN OUR STOCK.

The Securities and Exchange Commission has adopted Rule 3a51-1 which establishes the definition of a penny
stock, for the purposesrelevant to us, as any equ ity security that has amarket price of less than $5.00 per share or
with an exercise price of less than $5.00 per share, subject to certain exceptions. For any transaction involving a
penny stock, unless exempt, Rule 15g-9 require:

that a broker or dealer approve a person s account for transactions in penny stocks; and

the broker or dealer receive from the investor a written agreement to the transaction,
setting forth the identity and quantity of the penny stock to be purchased.

In order to approve a person s account for transactions in penny stocks, the broker or dealer must obtain financial
information and investment experience objectives of the person; and make a reasonable
determination that the transactions in penny stocks are suitable for that person and the person has
sufficient knowledge and experience in financial matters to be capable of evaluating the risks of
transactions in penny stocks.

The broker or dealer must aso deliver, prior to any transaction in a penny stock, a disclosure schedule prescribed by
the SEC relating to the penny stock market, which, in highlight form:

sets forth the basis on which the broker or dealer made the suitability determination; andthat the
broker or dealer received a signed, written agreement from the investor prior to the transaction.

Generaly, brokers may be less willing to execute transactions in securities subject to the penny stock rules. This
may make it more difficult for investors to dispose of our common stock and cause a decline in the market value of
our stock.

Disclosure aso has to be made about the risks of investing in penny stocks in both public offerings and in secondary
trading and about the commissions payabl e to both the broker-deal er and the registered representative, current
guotations for the securities and the rights and remedies available to an investor in cases of fraud in penny stock
transactions. Finaly, monthly statements have to be sent disclosing recent price information for the penny stock held
in the account and information on the limited market in penny stocks.

FORWARD-LOOKING STATEMENTS

Information in this statement contains forward-loo king statements within the meaning of Section 27A of the
Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. These
forward-looking statements can be identified by the use of words such as believes, estimates, cou Id,
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possibly, probably, anticipates, projects, expects, may, will, or should or othervari  ationsor similar
words. No assurances can be given that the future results anticipated by the forward-looking statements will be
achieved. The above risk factors constitute cautionary statements identifying important factors with respect to those
forward-looking statements, including certain risks and uncertainties that could cause actual resultsto vary
materially from the future results anticipated by forward-looking statements. Among the key factors that have a
direct bearing on our results of operations are the effects of various governmental regulations; volatility in prices for
crude ail and natural gas; the timing of acquisitions; interruption in production; the success of drilling operations;
the effectiveness of secondary recovery efforts; the ability to access the capital markets; the fluctuation of our direct
costs; and the costs and effectiveness of our operating strategy.

DESCRIPTION OF BUSINESS

Hemi Energy Group, Inc. is agrowing independent oil and gas company that is actively pursuing enhanced oil
recovery techniques to increase production and reserves at our existing properties and future acquisitions. Our
primary focusis crude oil and our target acquisitions are onshore U.S. properties. Our focus on domestic, mature oil
fields eliminates exploration risks and uncertainties of international sources.

Overall Strategy

We believe significant opportunities exist primarily because the mgor energy companies and large independents
continue to focus their attention and resources toward the discovery and development of largefields. Inthe past
several years, the mgjor companies have been divesting themselves of their mature oilfields. Also, the recent
economics of the oil and gas market have improved as prices have risen substantially. These conditions provide
ampl e opportunities for smaller independent companies to acquire and exploit mature U.S. fields. We expect that
there will be increased competition for such propertiesin the future.

We will continueto target potential acquisition candidates in a disciplined manner. By adhering to our disciplined
approach, we expect to continue to find attractive economic acquisition and development opportunities.

Our competitive advantage is our in-house expertise and low internal overhead. We employ independent engineers
and geologists to aid in evaluating the economic merits of drilling plans and potential acquisitions. We believe that
the incrementa cost of hiring independent engineering firms justifies the expense because they provide a check and
balance on our acquisition and development plans. Further, employing third party experts on a case-by-case basis
enables usto maintain low operating expenses and adhere to our commitment to keep fixed costs low.

Thelssuers primary and Secondary S| C codes
The Primary SIC code for the Company is 1311 and the secondary SIC codeis 1381 .
The effect of existing or probable governmental regulations on the business:

Qil and natural gas operations are subject to various federal, state and local government regul ations, which may be
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changed from time to time. Matters subject to regulation include discharge permits for drilling operations, drilling
bonds, reports concerning operations, the spacing of wells, unitization and pooling of properties and taxation. From
timeto time, regulatory agencies have imposed price controls and limitations on production by restricting the rate of
flow of oil and natural gas wells below actua production capacity in order to conserve supplies of oil and natural
gas. There are federal, state and local laws and regulations primarily relating to protection of human health and the
environment applicable to the development, production, handling, storage, transportation and disposal of oil and
natural gas, by-products thereof and other substances and materia s produced or used in connection with oil and
natural gas operations. The transportation and storage of refined productsinclude the risk that refined products and
other hydrocarbons may be suddenly or gradually released into the environment, potentially causing substantial
expenditures for aresponse action, significant government penalties, liability to government agencies for natural
resources damages, personal injury, or property damages to private parties and significant business interruption. We
own or lease a number of properties that have been used to store or distribute refined products for many years. Many
of these properties have also been operated by third parties whose handling, disposal, or release of hydrocarbons and
other wastes were not under our control. As aresult, we may incur substantial expenditures and/or liabilitiesto third
parties or governmental entities which could have a material adverse effect on us.

Costs and effects of compliance with environmental laws (federal. State and local)

Our operations are subject to extensive and continually changing regulation affecting the oil and natural gas
industry. Many departments and agencies, both federal and state, are authorized by statute to issue, and have issued,
rules and regulations binding on the oil and natural gas industry and itsindividual participants. The failure to comply
with such rules and regulations can result in substantial penalties. The regul atory burden on the oil and natural gas
industry increases our cost of doing business and, consequently, affects our profitability. We do not believe that we
are affected in asignificantly different manner by these regulations than are our competitors.

The production of crude oil and natural gasis subject to regulation under awide range of state and federa statutes,
rules, orders and regulations. State and federal statutes and regulations require permits for drilling operations,
drilling bonds, and reports concerning operations. The states in which we own and operate properties, have
regulations governing conservation matters, including provisions for the unitization or pooling of oil and natura gas
properties, the establishment of maximum rates of production from oil and natura gas wells, the spacing of wells,
and the plugging and abandonment of wells and removal of related production eguipment. Can restrict production to
the market demand for crude oil and natural gas. These regulations can limit the amount of oil and natural gas we
can produce from our wells, limit the number of wells, or limit the locations a which we can conduct drilling
operations. Moreover, each state generally imposes a production or severance tax with respect to production and sale
of crude oil, natural gas and gas liquids within itsjurisdiction.

Our operations are subject to numerous stringent and complex laws and regulations at the federa, state and local
levels governing the discharge of materialsinto the environment or otherwise relating to human health and
environmental protection. These laws and regul ations may, among other things, require acquisition of a permit
before drilling or development commences, restrict the types, quantities and concentrations of various material s that
can be released into the environment in connection with development and production activities, and limit or prohibit

ey " # " $%&"



construction or drilling activitiesin certain ecol ogically sensitive and other protected areas. Failureto comply with
these laws and regulations or to obtain or comply with permits may result in the assessment of administrative, civil
and crimina penalties, imposition of remedial requirements and the imposition of injunctions to force future
compliance. Our business and prospects could be adversely affected to the extent laws are enacted or other
governmental action istaken that prohibits or restricts our devel opment and production activities or imposes
environmental protection requirements that result in increasedcosts to us or the oil and natural gasindustry in
general.

We conduct our development and production activities to comply with all applicable environmenta regulations,
permits and lease conditions, and we monitor subcontractors for environment compliance. While we believe our
operations conform to those conditions, we remain at risk for inadvertent noncompliance, conditions beyond our
control and undetected conditions resulting from activities by prior owners or operators of propertiesin which we
own interests. Our insurance policies provide for $1,000,000 general liability coverage for bodily injury and
property damage including pollution, underground resources, blow out and cratering. In addition, we have $100,000
coverage for our contractual obligations to our service contractors using their equipment down hole. We have a
hired and non-owned commercial automobile liabili ty limit of $1,000,000. We also have secured a $5,000,000
umbrella coverage in excess of the general liability, including pollution and automobile liability. Thereisa
$1,000,000 policy for control of well, redrill, and pollution.

We are subject to various federal and state laws and regul ations intended to promote occupationa health and safety.
Although dl of our wells are drilled by independent subcontractors under our footage or dayrate drilling
contracts, we have adopted environmenta and safety policies and procedures designed to protect the safety of our
own supervisory staff and to monitor al subcontracted operations for compliance with applicable regulatory
reguirements and lease conditions, including environmental and safety compliance. This program includes regular
field inspections of our drill sites and producing wells by members of our operations staff and internal assessments
of our compliance procedures. We consider the cost of compliance a manageabl e and necessary part of our business.

Our operations on federd, state or Native American oil and gas | eases are subject to numerous restrictions, including
nondiscrimination statutes. Such operations must be conducted pursuant to certain on-site security regulations and
other permits and authorizations issued by the Bureau of Land Management, Minerals Management Service and
other agencies.

The Total number of Full time employees.

The company has eight (8) employees, of which seven (7) are full time employees.

Distribution methods of products or services.

We sdll our crude oil production to two independent purchasers and our natura gas production to primarily asingle
independent purchaser. Title to the produced quantities transfers to the purchaser at the time the purchaser collects
or receives the quantities. Pricesfor such production are defined in sales contracts and are readily determinable
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based on certain publicly availableindices. The purchasers of such production have historically made payment for
crude oil and natural gas purchases within thirty-five days of the end of each production month. We periodically
review the difference between the dates of production and the dates we collect payment for such production to
ensure that receivables from those purchasers are collectible. All transportation costs are accounted for asa
reduction of oil and natural gas sales revenue

Competition

We are asmall independent oil production company that represents less than 1% of the oil and gas industry. We face
competition from other oil and gas companiesin all aspects of our business, including acquisition of producing
properties and oil and gas leases, and obtaining goods, services and labor. Many of our competitors have
substantially greater financia and other resources. Factorsthat affect our ability to acquire producing properties
include available funds, available information about the property and our standards established for minimum
projected return on investment. Since we are focusing on acquiring mature fiel ds possessing large, underdevel oped
reserves and have experience and expertise in exploiting these reserves, we believe that we can effectively compete
in the market.

Executive Officersand Directors

Name Position

Keith A. Anderson President, CEO and
Chairman of the Board of Directors
Craig L. Treiber Vice President, COO and
Secretary and Treasurer of the

Board of Directors.

Mr. Anderson is the Founder of Hemi Energy Group, Inc. The President, CEO and Chairman of the Board of
Directors. Prior to founding Hemi Mr. Anderson has been active in the Energy Businessin both finance, operations
and analytical work in the oil and gasindustry.

Mr. Treiber Joined The Company in 2003, Prior to joining Hemi Mr. Treiber worked as an independent oil and gas
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consultant and Environmental Specidist. Mr. Treiber brings with him 20 years of oil and gas production and
exploration experience.

Board of Directors.
Keith A. Anderson Chairman of the Board of Directors.

Craig L. Treiber Secretary and Treasurer for the Board of Directors.

Investment Banker
Wilshire Capital Group
Control Persons

Mr. Anderson is the only shareholder which owns more than 10% of the outstanding issued shares. Mr. Anderson
currently owns 16,124,700 shares of common stock or apx. 23% of the outstanding shares.

Indicate whether any of the above name individualsin the past 5 years have been

Convicted of any criminal proceeding or named Defendant in a pending criminal proceeding (excluding traffic
violations and other minor offenses.)

None.

Has not had an order Judgment, or decree not subsequently reversed, suspended or vacated by a court of competent
jurisdiction. (in a Civil Action) the SEC or CFTC or a state regulator of aviolation of federal or state securities or
commodities law, which finding or judgment has not been reversed suspended or vacated.

None

Has not had an entry of any order by a self requlatory organization permanently or temporarily barred, suspended or
otherwise limited such person sinvolvement in any type of business or securities activity.

None.

Shar eholder s holding mor e than five (5) per cent of the common stock of the company sissued and
outstanding shares.

Keith A. Anderson Director and President 16,124,700 shares
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Whether any quotation is being submitted or published directly or indirectly on the behalf of theissuer, or
any director or any person directly or indirectly the beneficial owner of morethan 10% of the outstanding
unitsor shares of any equity security of theissuer, or at therequest of any promoter for theissuer and if so,
the name of such person and the basis for any exemption under federal securitieslawsfor any sales on behalf
of such person.

The company has no knowledge of any broker dealer, or associated person who is submitting quotations with
respect to the issuers common stock, who may be associated directly or indirectly on the behalf of the issuer or on
the behdf of director officer or beneficial owners of more than ten (10) percent of the Common stock issued and
outstanding.

Hemi Energy Group Inc.

Certified by: /s Keith A. Anderson

Keith A. Anderson, President
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ARTICLES OF INCORPORATION
OF
HEMI ENERGY GROUP, Inc.

The undersigned natural, adult person, acting as incorporator of a corporation (hereinafter
referred to as the "Corporation) pursuant to the provisions of Texas Corporation Law, hereby
adopts the following Certificate of Incorporation for said Corporation:

ARTICLE |
Name

The name of this corporation is Hemi Energy Group, Inc.

ARTICLE I
Duration

The period of duration of the Corporation shall be perpetual.

ARTICLE Il
Purpose

The purpose for which the Corporation is organized is to transact any or al lawful business for
which corporations may be incorporated pursuant to the Texas Corporation Law.

ARTICLE IV
Capital Stock

The amount of the total authorized capital stock of this corporation shall consist of 100,000,000
shares of common stock at $0.001 par value.

ARTICLE YV
Preferences, L imitations, and
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Relative Rights of Capital Stock

(a) No share of the common stock shall have any preference over or limitation in respect to any
other share of such common stock. All shares of common stock shall have equal rights and
privileges, including the following:

1. All shares of common stock shall share equally in dividends. Subject to the applicable
provisions of the laws of this State, the Board of Directors of the Corporation may, from timeto
time, declare and the Corporation may pay dividends in cash, property, or its own shares, except
when the Corporation is insolvent or when the payment thereof would render the Corporation
insolvent or when the declaration or payment thereof would be contrary to any restrictions
contained in this Certificate of Incorporation. When any dividend is paid, or any other
distribution is made, in whole or in part, from sources other than unreserved and unrestricted
earned surplus, such dividend or distribution shall be identified as such, and the source and
amount per share paid from each source shall be disclosed to the stockhol der receiving the same
concurrently with the distribution thereof and to all other stockholders not later than six months
after the end of the Corporations fiscal year during which such distribution was made.

2. All shares of common stock shall share equally in distributions in partial liquidation. Subject
to the applicable provisions of the laws of this State, the Board of Directors of the Corporation
may distribute, from time to time, to its stockholders in partia liquidation, out of stated capital or
capital surplus of the Corporation, a portion of its assets in cash or property, except when the
Corporation isinsolvent or when such distribution would render the Corporation insolvent. Each
such distribution, when made, shall be identified as a distribution in partial liquidation , out of
stated capital or capital surplus, and the source shall be disclosed to all stockholders of the
Corporation concurrently with distributions thereof. Any such distribution may be made by the
Board of Directors from stated capital without the affirmative vote of any stockholders of the
Corporation.

(b) The designations, powers, rights, preferences, qualifications, restrictions and limitations of
preferred stock shall be established from time to time by the Corporations Board of Directors, in
accordance with Texas Corporation Law.

(c) 1. Cumulative voting shall not be allowed in elections of directors for any purpose.
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