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Documents incorporated by reference:  None.
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PART I

ITEM 1.  BUSINESS.

Forward-Looking Statements

Except for the historical information presented in this document, the matters discussed in this Form 10-K for the fiscal
year ending December 31, 2008, contain forward-looking statements. Such forward-looking statements include
statements regarding, among other things, (a) our projected sales and profitability, (b) our growth strategies, (c)
anticipated trends in our industry, (d) our future financing plans, and (e) our anticipated needs for working
capital.  Forward-looking statements, which involve assumptions and describe our future plans, strategies, and
expectations, are generally identifiable by use of the words “may,” “will,” “should,” “could,” “might,” “expect,” “anticipate,”
“estimate,” “believe,” “intend,” or “project” or the negative of these words or other variations on these words or comparable
terminology.  This information may involve known and unknown risks, uncertainties, and other factors that may cause
our actual results, performance, or achievements to be materially different from the future results, performance, or
achievements expressed or implied by any forward-looking statements.  These statements may be found under
“Management's Discussion and Analysis of Financial Condition and Results of Operations,”  “Business,” “Properties,” as
well as in this report generally.

The safe harbor provisions of Section 21E of the Securities Exchange Act of 1934, as amended, and Section 27A of
the Securities Act of 1933, as amended, apply to forward-looking statements made by the Company. The reader is
cautioned that no statements contained in this Form 10-K should be construed as a guarantee or assurance of future
performance or results. Actual events or results may differ materially from those discussed in forward-looking
statements as a result of various factors, including, without limitation, the risks described in this report and matters
described in this report generally.  In light of these risks and uncertainties, there can be no assurance that the
forward-looking statements contained in this filing will in fact occur.  These forward-looking statements are based on
current expectations, and the Company assumes no obligation to update this information. Readers are urged to
carefully review and consider the various disclosures made by the Company in this Form 10-K and in the Company's
other reports filed with the Securities and Exchange Commission that attempt to advise interested parties of the risks
and factors that may affect the Company's business.

The Company

Incorporated under the laws of the State of Nevada, Entheos Technologies, Inc. (“the Company” “we” “us” and “our”) has an
authorized capital of 200,000,000 shares of $0.00001 par value common stock, of which 63,075,122 shares are
outstanding and 10,000,000 shares of $0.0001 par value preferred stock, of which none are outstanding.

From 2002 until September 2008, through its wholly-owned subsidiary Email Solutions, Inc., the Company served as
an Application Service Provider (“ASP”) providing reliable, real time, high volume outsourced email and search engine
optimization services. Due to the limited success of the ASP business, management decided that it was in the best
interest to abandon the Application Service Provider business and focus on identifying undervalued oil and gas
opportunities for acquisition, development and exploration. The assets and liabilities, the results of operations and
cash flows related to the ASP business were not classified as discontinued operations as the amounts were not
significant.

Our principal executive offices are located at 888-3rd Street SW, Suite 1000, Calgary Alberta, Canada T2P 5C5.  Our
telephone number is (403) 444-6418.

Edgar Filing: ENTHEOS TECHNOLOGIES INC - Form 10-K

4



As we are a smaller reporting company, certain disclosures otherwise required to be made in a Form 10-K are not
required to be made by the Company.

Description of Business

We are a small independent diversified energy company engaged in the acquisition and development of crude oil and
natural gas interests in the United States.  We pursue oil and gas prospects in partnership with oil and gas companies
with exploration, development and production expertise.  We currently have a non-operating, minority working
interest in five properties.  Our prospect areas consist of land in La Salle County, Lee County, Fayette County and
Frio County, Texas.  Currently four of the five wells in which we have a minority working interest are producing.  We
currently do not operate any of the wells in which we have an interest.

Strategy

Subject to economic conditions affecting the oil and gas industry, our strategy is to identify and acquire (i) low risk
in-field oil and gas rights that are primarily developmental in nature that offset existing production and (ii) energy
services companies that when combined with our management expertise in that area will display strong top line
growth and cash flows.  Although to date we have acquired minority working interests we will, if the appropriate
properties are available to us on terms acceptable to us, acquire controlling interests as well.

3
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Acquisition of Oil & Gas Properties

In September 2008, the Company acquired a 21.75% working interest (16.3125% net revenue interest) in the Cooke
#6 well located at the Cooke Ranch field in La Salle County, Texas which has been producing oil and gas from the
Escondido formation since 2007.  In September 2008, the Company acquired a 20.00% working interest (15.00% net
revenue interest) in Onnie Ray #1 Well in Lee County, Texas and the Stahl #1 Well in Fayette County, Texas which
were subsequently re-entered and are producing oil and gas from the Austin Chalk formation and a 20.00% working
interest (15.00% net revenue interest) in the Haile #1 Well in Frio County, Texas which is currently scheduled for
re-entry operations.  On October 31, 2008 we acquired a 20.00% working interest (15.00% net revenue interest) in
Pearce #1 Well in Frio County, Texas which is currently producing oil from the Austin Chalk formation.

Capitalized costs associated with the property acquisitions are as follows:

Acquisition
Costs

Exploration
Costs

Development
Costs Total

Cooke #6 $ 181,535 $ - $ - $ 181,535
Onnie Ray #1 14,800 7,000 41,857 63,657
Haile #1 16,071 57,675 - 73,746
Stahl #1 15,215 7,000 35,141 57,356
Pearce #1 6,978 11,200 47,556 65,734

$ 234,599 $ 82,875 $ 124,554 $ 442,028

Geologic Background

Escondido Formation
The Escondido formation, where Cooke #6 is located, is a regional producer spanning several counties in South
Texas.  There are many Escondido oil and gas fields which have produced anywhere from 600,000 to 3,100,000
barrels of oil and the gas fields have produced up to 18 BCF of gas.

Austin Chalk Formation
Giddings is a main producing field of the Austin Chalk formation consisting of fractured carbonate, which is where
our Onnie Ray #1 and Stahl #1 wells are located.  This formation covers central Texas, parts of Mexico and even into
northwest Louisiana.  The Austin Chalk in central Texas has been and continues to be explored and developed for its
oil and gas potential by companies such as Anadarko Petroleum Corporation, Chesapeake Energy Corporation, and
Exxon Mobil Corporation.

Haile #1 and Pearce #1 wells are located within the Pearsall Austin Chalk field which is south west of the Giddings
field and is also a significant historic producer.  The Pearsall field has been and continues to be explored and
developed much like the Giddings fields to the North.

Production and Reserve Estimate Status

The acquisition date and production status of the Company’s oil and gas properties is summarized as follows:

Month
Acquisition Production

Date Started
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Proven Developed
Properties:
Cooke #6 9/1/2008 Dec-07
Onnie Ray #1 9/12/2008 Oct-08
Stahl #1 9/12/2008 Oct-08
Pearce #1 10/31/2008 Dec-08
Unproven Properties:
Haile #1 9/12/2008 -

The four reservoirs classified as proven developed properties is based on Securities and Exchange Commission (“SEC”)
Regulation S-X Rule 4-10 “reservoirs are considered proved if economic producibility is supported by either actual
production or a conclusive formation test.”  These wells are supported by actual production.  The Company has not yet
obtained reserve studies providing proved reserve quantities due to the recentness of the acquisition of these properties
and due to the wells still being in their initial testing phase.  Management is assessing and compiling production data
to determine the need for reserves studies going forward.

4
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The unproven property, Haile, is also classified according to guidelines set forth by SEC Regulation S-X Rule
4-10.  The well is not currently supported by actual production nor are there defined engineering reserve studies for
this well. An exploratory drilling program was started in early 2009 to complete a new unproven upper zone of this
well.

Research and Development Expenditures

Since inception, we have not incurred any expenditures in research or development.

Marketing of Production

Sale of Crude Oil and Natural Gas

Our production consists of natural gas and crude that is marketed by the well site Operators.  We sell our crude oil and
condensate production at or near the well-site, although in some cases it is gathered by us or others and delivered to a
central point of sale. Our crude oil and condensate production is transported by truck or by pipeline and is typically
committed to arrangements having a term of one year or less. We have not engaged in crude oil hedging or trading
activities. We have not engaged in natural gas hedging or futures trading, nor do we have any long term contracts to
sell our production.

Sales of crude oil totaled $8,199 (114.9 bbl) for fiscal 2008 which represented 60% of our total oil and gas revenues
for the year ended December 31, 2008.  Sales of natural gas totaled $5,571 for 2008 (746.6 mcf).

Price Considerations

Crude oil prices are established in a highly liquid, international market, with average crude oil prices that we receive
generally fluctuating with changes in the futures price established on the NYMEX for West Texas Intermediate Crude
Oil (“NYMEX-WTI”). The average crude oil price per Bbl received by us in fiscal 2008 was $71.35.

Natural gas and natural gas liquids prices in the geographical areas in which we operate are closely tied to established
price indices which are heavily influenced by national and regional supply and demand factors and the futures price
per MMBtu for natural gas delivered at Henry Hub, Louisiana established on the NYMEX (“NYMEX-Henry Hub”). At
times, these indices correlate closely with the NYMEX-Henry Hub price, but often there are significant variances
between the NYMEX-Henry Hub price and the indices used to price our natural gas. Average natural gas prices
received by us in each of our operating areas generally fluctuate with changes in these established indices. The
average natural gas price per Mcf received by us in fiscal 2008 was $7.46.

Governmental Regulations

Our operations are affected from time to time in varying degrees by political developments and U.S. federal, state, and
local laws and regulations. In particular, natural gas and crude oil production and related operations are, or have been,
subject to price controls, taxes and other laws and regulations relating to the industry. Failure to comply with such
laws and regulations can result in substantial penalties. The regulatory burden on the industry increases our cost of
doing business and affects our profitability. Although we believe we are in substantial compliance with all applicable
laws and regulations, such laws and regulations are frequently amended or reinterpreted so we are unable to predict
the future cost or impact of complying with such laws and regulations.

Environmental Matters
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Our natural gas and crude oil exploration, development and production operations are subject to stringent U.S. federal,
state and local laws governing the discharge of materials into the environment or otherwise relating to environmental
protection. Numerous governmental agencies, such as the U.S. Environmental Protection Agency (“EPA”), issue
regulations to implement and enforce such laws, and compliance is often difficult and costly. Failure to comply may
result in substantial costs and expenses, including possible civil and criminal penalties. These laws and regulations
may:

• require the acquisition of a permit before drilling commences;
•restrict the types, quantities and concentrations of various substances that can be released into the environment in
connection with drilling, production and processing activities;

• limit or prohibit drilling activities on certain lands lying within wilderness, wetlands, frontier and other protected
areas;
• require remedial action to prevent pollution from former operations such as plugging abandoned wells; and

• impose substantial liabilities for pollution resulting from operations.

5
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In addition, these laws, rules and regulations may restrict the rate of natural gas and crude oil production below the
rate that would otherwise exist. The regulatory burden on the industry increases the cost of doing business and
consequently affects our profitability. Changes in environmental laws and regulations occur frequently, and any
changes that result in more stringent and costly waste handling, disposal or clean-up requirements could adversely
affect our financial position, results of operations and cash flows. While we believe that we are in substantial
compliance with current applicable environmental laws and regulations, and we have not experienced any materially
adverse effect from compliance with these environmental requirements, we cannot assure you that this will continue in
the future.

The U.S. Comprehensive Environmental Response, Compensation and Liability Act (“CERCLA”), also known as the
“Superfund” law, imposes liability, without regard to fault or the legality of the original conduct, on certain classes of
persons who are considered to be responsible for the release of a “hazardous substance” into the environment. These
persons include the present or past owners or operators of the disposal site or sites where the release occurred and the
companies that transported or arranged for the disposal of the hazardous substances at the site where the release
occurred. Under CERCLA, such persons may be subject to joint and several liability for the costs of cleaning up the
hazardous substances that have been released into the environment, for damages to natural resources and for the costs
of certain health studies. It is not uncommon for neighboring landowners and other third parties to file claims for
personal injury and property damages allegedly caused by the release of hazardous substances or other pollutants into
the environment.  Furthermore, although petroleum, including natural gas and crude oil, is exempt from CERCLA, at
least two courts have ruled that certain wastes associated with the production of crude oil may be classified as
“hazardous substances” under CERCLA and thus such wastes may become subject to liability and regulation under
CERCLA. State initiatives to further regulate the disposal of crude oil and natural gas wastes are also pending in
certain states, and these various initiatives could have adverse impacts on us.

Stricter standards in environmental legislation may be imposed on the industry in the future. For instance, legislation
has been proposed in the U.S. Congress from time to time that would reclassify certain exploration and production
wastes as “hazardous wastes” and make the reclassified wastes subject to more stringent handling, disposal and clean-up
restrictions. Compliance with environmental requirements generally could have a materially adverse effect upon our
financial position, results of operations and cash flows.  Although we have not experienced any materially adverse
effect from compliance with environmental requirements, we cannot assure you that this will continue in the future.

The U.S. Federal Water Pollution Control Act (“FWPCA”) imposes restrictions and strict controls regarding the
discharge of produced waters and other petroleum wastes into navigable waters. Permits must be obtained to discharge
pollutants into state and federal waters. The FWPCA and analogous state laws provide for civil, criminal and
administrative penalties for any unauthorized discharges of crude oil and other hazardous substances in reportable
quantities and may impose substantial potential liability for the costs of removal, remediation and damages. Federal
effluent limitations guidelines prohibit the discharge of produced water and sand, and some other substances related to
the natural gas and crude oil industry, into coastal waters. Although the costs to comply with zero discharge mandated
under federal or state law may be significant, the entire industry will experience similar costs and we believe that
these costs will not have a materially adverse impact on our financial condition and results of operations. Some oil and
gas exploration and production facilities are required to obtain permits for their storm water discharges. Costs may be
incurred in connection with treatment of wastewater or developing storm water pollution prevention plans.

The U.S. Resource Conservation and Recovery Act (“RCRA”), generally does not regulate most wastes generated by the
exploration and production of natural gas and crude oil. RCRA specifically excludes from the definition of hazardous
waste “drilling fluids, produced waters, and other wastes associated with the exploration, development, or production
of crude oil, natural gas or geothermal energy.” However, these wastes may be regulated by the EPA or state agencies
as solid waste. Moreover, ordinary industrial wastes, such as paint wastes, waste solvents, laboratory wastes and waste
compressor oils, are regulated as hazardous wastes. Although the costs of managing solid hazardous waste may be
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significant, we do not expect to experience more burdensome costs than would be borne by similarly situated
companies in the industry.

In addition, the U.S. Oil Pollution Act (“OPA”) requires owners and operators of facilities that could be the source of an
oil spill into “waters of the United States,” a term defined to include rivers, creeks, wetlands and coastal waters, to adopt
and implement plans and procedures to prevent any spill of oil into any waters of the United States. OPA also requires
affected facility owners and operators to demonstrate that they have at least $35 million in financial resources to pay
for the costs of cleaning up an oil spill and compensating any parties damaged by an oil spill. Substantial civil and
criminal fines and penalties can be imposed for violations of OPA and other environmental statutes.

Competition

The oil and gas industry is highly competitive.  We compete with major oil companies, large and small independents,
and individuals for the acquisition of leases and properties. Most competitors have financial and other resources which
substantially exceed ours.  Resources of our competitors may allow them to pay more for desirable leases and to
evaluate, bid for and purchase a greater number of properties or prospects than us. Our ability to replace and expand
our reserves is dependent on our ability to select and acquire producing properties and prospects for future drilling.

6
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Operations

Oil and gas properties are customarily operated under the terms of a joint operating agreement, which provides for
reimbursement of the operator’s direct expenses and monthly per well supervision fees. Per well supervision fees vary
widely depending on the geographic location and producing formation of the well, whether the well produces oil or
gas and other factors. We are not the operator of our wells, which are operated by Bayshore Exploration Inc, and
Leexus Oil LLC.  The operators charge the Company, without mark-up, for the Company’s working interest portion of
the direct operating costs and overhead costs (which are comprised of administrative, supervision, office services and
warehousing costs) that the operators incur with respect to our wells.

Employees

We currently have no full-time employees.  All of our activities are conducted through contracting geologists,
engineers, operators and other oil and gas professionals.

GLOSSARY OF CERTAIN OIL AND GAS TERMS

The following is a description of the meanings of some of the natural gas and oil industry terms used in this filing:

“Bbl” means a barrel or barrels of oil.

“Btu” means British thermal unit, which means the quantity of heat required to raise the temperature of one pound of
water by one degree Fahrenheit.

“Completion” means the installation of permanent equipment for the production of natural gas or oil.

“Condensate” means hydrocarbons naturally occurring in the gaseous phase in a reservoir that condense to become a
liquid at the surface due to the change in pressure and temperature.

“Crude” means unrefined liquid petroleum.

“Gross acres” or “gross wells” refer to the total acres or wells, as the case may be, in which a working interest is owned.

“Mcf” means thousand cubic feet of natural gas.

“MMBtu” means one million Btus.

“Operator” refers to the individual or company responsible for the exploration, development and production of an oil or
gas well or lease.

“Proved developed oil and gas reserves” refers to reserves that can be expected to be recovered through existing wells
with existing equipment and operating methods.  Additional oil and gas expected to be obtained through the
application of fluid injection or other improved recovery techniques for supplementing the natural forces and
mechanisms of primary recovery should be included as “proved developed reserves” only after testing by a pilot project
or after the operation of an installed program has confirmed through production responses that increased recovery will
be achieved.

“

Edgar Filing: ENTHEOS TECHNOLOGIES INC - Form 10-K

12


