MILLER PETROLEUM INC

FORM 10QSB

(Quarterly Report of Financial Condition)

Filed 03/24/08 for the Period Ending 01/31/08

Address 3651 BAKER HIGHWAY
STE 106
HUNTSVILLE, TN 37756
Telephone 4236639457
CIK 0000785968
Symbol  MILL
SIC Code 1311 - Crude Petroleum and Natural Gas
Fiscal Year 04/30

http://www.edgar-online.com
© Copyright 2008, EDGAR Online, Inc. All Rights Reserved.
Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.




UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D. C. 20549
FORM 10-QSB

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) ORE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended January 31, 2008

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(dy ®HE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Commission File No. 33-2249-FW
MILLER PETROLEUM, INC.
(Exact name of small business issuer as specifiéd Charter)

TENNESSEE 62-1028629
(State or Other Jurisdiction of (I.LR.S. Employer 1.D. No.)
incorporation or organization)

3651 Baker Highway
Huntsville, Tennessee 37756

(Address of principal executive offices)

(423) 6639457

Issuer's telephone number

N/A

(Former name, former address and former fiscal yedranged from last report.)
Check whether the issuer: (1) has filed all reptpiired to be filed by Section 13 or 15(d) of Ehechange Act during the past 12 month:
for such shorter period that the registrant waslired to file such reports) and (2) has been stibgesuch filing requirements for the pas
days. YESXI NOO
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act) YESD NO
As of January 31, 2008, the Registrant had a tfth#t,466,856 shares of Common Stock, $.0001 daeyautstanding.

Transitional Small Business Disclosure Format (khmwe): YESOO NO




Miller Petroleum, Inc.
Form 10-QSB
For the Quarter Ended January 31, 2008
Table of Contents

PART 1-FINANCIAL INFORMATION

Item 1. Condensed Consolidated Financial Statements

Condensed Consolidated Balance Sheets as of JaBiLia?2908 (Unaudited) and April 30, 2007

Condensed Consolidated Statements of Operatioriedorhree Months Ended January 31, 2008 and 2007
(Unaudited) and the Nine Months Ended January Ga8 2nd 2007 (Unaudited)

Condensed Consolidated Statement of StockholderficiDfor the Nine Months Ended January 31, 2008
(Unaudited)

Condensed Consolidated Statements of Cash Flowkdddine Months Ended January 31, 2008 and 2007
(Unaudited)

Notes to Condensed Consolidated Financial Statenfemaudited)
Item 2. Management'’s Discussion and Analysis ofRaial Condition and Results of Operations
Item 3. Controls and Procedures

PART Il - OTHER INFORMATION

Item 1. Legal Proceedings

SIGNATURES

34

13

17

17

18




ASSETS
CURRENT ASSETS

Cash

Accounts receivable

Accounts receivable - related parties
Note receivablt

Inventory

Total Current Assets
FIXED ASSETS

Machinery and equipment
Vehicles

Buildings

Office Equipment

Less: accumulated depreciation
Total Fixed assets

OIL AND GAS PROPERTIES
(On the basis of successful efforts accounting)

PIPELINE FACILITIES

OTHER ASSETS

Investments in joint venture at cost
Land

Investments

Well equipment and supplies
Cash - restricted

Total Other Assets

TOTAL ASSETS

See notes to consolidated financial statements.

MILLER PETROLEUM, INC.
Consolidated Balance Sheets

January 31 April 30
2008 2007
Unaudited
$ 13,98( $

92,28¢ 67,27¢
194,97t 180,69
7,90(C 7,90(C
190,14 114,69:
499,28’ 370,56¢
843,73t 912,59:
287,99! 344,42°
315,83! 315,83!
30,08: 30,08:
1,477,64 1,602,93
(820,53) (862,71)
657,11¢ 740,22(
1,769,21. 1,462,43!
- 181,59°
- 801,31
496,50( 496,50(
50C 50C
427,94¢ 427,94¢
83,00( 83,00(
1,007,94: 1,809,26'
$ 3,93356 $ 4,564,08!




LIABILITIES AND STOCKHOLDERS' DEFICIT
CURRENT LIABILITIES

Bank overdraft

Accounts payable - trade

Accounts payable - related parties

Accrued expenses

Notes payabl- related parties

Current portion of notes payable
Liability for stock repurchase

Total Current Liabilities
LONG-TERM LIABILITIES

Notes payabli
Other

Total Long-Term Liabilities

Total Liabilities

TEMPORARY EQUITY

PERMANENT STOCKHOLDERS' DEFICIT

Common Stock: 500,000,000 shares authorized a080.par value, 11,566,856 and 11,466,856

shares issued and outstanding
Additional paid-in capital
Unearned compensation
Accumulated deficit

Total Stockholders’ Deficit

TOTAL LIABILITIES, TEMPORARY EQUITY AND PERMANENT STOCKHOLDERS'

DEFICIT

See notes to consolidated financial statements.

MILLER PETROLEUM, INC.
Consolidated Balance Sheets

January 31 April 30
2008 2007
Unaudited

- 3 16,93:
269,20: 276,78:
167,81t 88,80¢
189,74t 93,87«
80,20( 114,50(
262,18¢ 202,23
4,350,00! -
5,319,15. 793,13
333,64: 326,88(
333,64: 326,88(
5,652,79! 1,120,01:
- 4,350,00!
1,15¢ 1,14¢
7,995,00 7,936,72.
(1,406,28) (1,587,03)
(8,309,10)) (7,256,76)
(1,719,22) (905,92
3,933,56 $ 4,564,08!




MILLER PETROLEUM, INC.
Consolidated Statements of Operations
(UNAUDITED)

For the Three Months Ended For the Nine Months Ended
January 31 January 31
2008 2007 2008 2007

REVENUES
Oil and gas revenue $ 181,58: $ 110,16: $ 492,04 $ 373,19!
Service and drilling revenue 63,45¢ 890,88 190,44! 740,41,

Total Revenue 245,03° 200,04¢ 682,48 1,113,60
COSTS AND EXPENSES
Cost of oil and gas revenue 13,531 12,11¢ 51,69¢ 41,05
Cost of service and drilling revenue 58,51 161,09: 249,16¢ 735,56:.
Selling, general and administrative 413,97. 472,93. 1,179,85! 1,031,02
Depreciation, depletion and amortization 57,35( 29,40: 167,59¢ 120,15:

Total Costs and Expense 543,37: 675,54t 1,648,32: 1,927,79.
LOSS FROM OPERATIONS (298,339 (475,49 (965,839 (814,189
OTHER INCOME (EXPENSE)
Interest Income 991 9,71¢ 1,70¢ 10,00:
Gain on sale of equipment - 89,36¢
Interest expense (23,859 (2,527 (119,290 (13,789
Loan Fees and Warrants (15,000 (40,000 (58,29 (79,000

Total Other Income (Expense) (37,869 (32,81) (86,517 (82,78))
NET LOSS $ (336,207) $ (508,309 $ (1,052,34) $ (896,96¢)
BASIC & DILUTED
NET LOSS PER SHARI $ (0.09) $ (0.09 $ 0.0 $ (0.0¢)
WEIGHTED AVERAGE NUMBER OF SHARES

OUTSTANDING 14,466,85 14,366,85 14,431,34 14,366,85

See notes to consolidated financial statements.




Balance, April 30, 2007

Amortization of unearned
compensation

Issuance of warrants for financiogs:
Issuance of stock for financing cost

Net loss for the nine montlended

January 31, 2008

Balance January 31, 2008

MILLER PETROLEUM, INC
Consolidated Statement of Permanent Stockholders' dicit
(UNAUDITED )

Additional
Common Shares Paid-in Unearned Accumulatec

Shares Amount Capital Compensatic Deficit Total
11,466,85 $ 1,14¢ $ 7,936,722 $ (1,587,03) $ (7,256,76) $ (905,92
180,74 180,74¢
24,29: 24,29
100,00( 10 33,99( 34,00(
(1,052,34) (1,052,34)
11,566,85 $ 1,15¢ $ 7,995,000 $ (1,406,28) $ (8,309,10) $ (1,719,22)

See notes to consolidated financial statements.




MILLER PETROLEUM, INC.
Consolidated Statement of Cash Flows
(UNAUDITED)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net Loss

Adjustments to Reconcile Net Loss to Net Cash RieiUsedpy Operating Activities:

Depreciation, depletion and amortization
Gain on sale of equipment
Amortization of unearned compensation
Issuance of stock for financing cost
Warrant costs
Changes in Operating Assets and Liabilities:
Accounts receivable
Unbilled service and drilling cost
Inventory
Bank overdraft
Accounts payable
Accrued expenses

Net Cash Provided (Used) by Operating Activi

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of Equipment
Proceeds from sale of equipment
Proceeds from sale of wells and pipeline

Net Cash Provided (Used) by Investing Activities
CASH FLOWS FROM FINANCING ACTIVITIES:
Payments on notes payable

Proceeds from borrowing
Change in note receivable

Net Cash Provided by Financing Activiti

NET INCREASE (DECREASE) IN CASI
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD

CASH AND CASH EQUIVALENTS, END OF PERIOD

CASH PAID FOR
INTEREST
INCOME TAXES

See notes to consolidated financial statements.

For the Nine
Months Ended

January 31, 20(

For the Nine
Months Ended

January 31, 20(

$  (1,052,34) $ (896,96¢)

167,59¢ 120,15:

(89,369 9,85:
180,74¢

34,00 284,82

24,29: 79,00

(39,290 410,84

76,94

(75,457) 9,077

(16,939 15,46(

71,42 (144,079

95,87+ 31,83¢

(699,45() (3,056)

(122,929

104,60: 90,00¢
576,50

681,10: (32,929

(285,875 (21,620

318,20 22,50(

35,10(

32,32 35,98(

13,98( 0

0 0

$ 13,980 $ 0

$ 40,66¢ $ 13,78¢

$ $C




MILLER PETROLEUM, INC.
Notes to the Condensed Consolidated Financial Staents

(1) INTERIM REPORTS / GOING CONCERN

The condensed consolidated financial statements hesn prepared assuming the Company will contistee going concern. However, in
addition to successive losses for three yearsiniieglrevenues, a net loss of $1,052,345 for the months ended January 31, 2008, and net
deficit of $1,719,228, on February 7, 2008, the @any was also ordered under binding arbitratioretteem 2.9 million shares of stock
owned by Wind City and previously carried on thex@pany’s books as temporary equity in the amou#4g850,000 (See Note 4).
Management believes that the Company will therefeed total additional financing of approximates;®0,000 to effect the repurchase
continue to operate as planned during the yearesuient to January 31, 2008. Management is explednigus financing opportunities in tf
regard; however, there can be no assurance thailiie able to obtain financing sufficient to rephase such shares. These conditions raise
substantial doubt about the Company’s ability tottme as a going concern.

Management is currently in negotiations with twonpanies that have the resources to provide theatapibuy back the stock and to prov
us with additional drilling capital to drill the 220 acre Koppers South Field. These negotiati@ve lbeen hampered by the fact tha
leases have not been reassigned to us. The Adsigaiward requires that the leases be returned tahish will help us obtain the necess
capital. There is no assurance that these negwtsatiill be successful.

Certain information and footnote disclosures nolynaicluded in the financial statements prepareddgordance with generally accef
accounting principles have been condensed or aiifteis suggested that these financial stateméetgead in conjunction with t
Registrant's April 30, 2007 Annual Report on FortKISB. The results of operations for the period endeduary 31, 2008 are |
necessarily indicative of operating results for filléyear. In the opinion of management, all atljusnts (consisting of only normal recurr
accruals) considered necessary for a fair presentahve been included.

(2) PARTICIPANT RECEIVABLES AND RELATED PARTY REEIVABLES

Participant and related party receivables con$istaeivables contractually due from our variougtj@enture partners in connection with
routine exploration, betterment and maintenanceities. Our collateral for these receivables gatigrconsists of lien rights over the related
oil producing properties at both April 30, 2007 alahuary 31, 2008. Approximately $193,000 incluiteithe balance sheet among Related
Party Receivables is due from Wind Mill Oil & Gd4,C, a related party. See Note 4 regarding thaustaf the Wind Mill Joint Venture.

(3) LONG-TERM DEBT, WARRANTS, LOAN FEES AND RESTETED CASH

The Company had the following debt obligationsaatuhry 31, 2008 and April 30, 2007

January 31, 20C  April 30, 2007

Notes Payabl- Related Parties:

Note payable to the Compée’'s CEO and Chairman of the Board of Directors, De\iller, secured
by equipment and truck titles, interest at 10.7508&%e April 18, 2008 $ 80,20 $ 0

Note payable to board member Herman Gettlefingesecured, dated February 21, 2007, bes
interest at 11% and due November 1, 200iis note was paid December 14, 2007 0 42,00(

Note payable to Sharon Miller, Unsecured, dated|Apr2007 to May 17, 2007, bearing interes
11%, due November 1, 2007. This note was paid Dbeet¥4, 2007 0 72,50(

80,20( 114,50(




MILLER PETROLEUM, INC.
Notes to the Condensed Consolidated Financial Staents

(3) LONG-TERM DEBT, WARRANTS, LOAN FEES AND RESTRTED CASH (CONTINUED)
Notes Payabl- Other

Note payable to American Fidelity Bank, securedisust deed on property, bearing intere:
prime, due in monthly payments of $2,500, withfihal payment due in August 2008 343,64 344,11

Note payable to Jade Special Strategy, LLC, unsegwutated March 7, 2007, bearing interest b
on a sliding scale approximating 120% and due A3#jl2008, and now accruing interest at 12'
(see note below) 110,00( 110,00(

Note payable to Jade Special Strategy, LLC, unsekwatated April 17, 2007, bearing interest be
on a sliding scale approximating 120% and due A3#jl2008, and now accruing interest at 12'
(see note below) 40,00( 40,00(

Note Payable to Jade Special Strategy, LLC, unsdcuaiated August 2, 2007, bearing interest b
on a sliding scale approximating 120% and due A3#jl2008, and now accruing interest at 12'

(see note below) 65,00( 0

Note payable to Petro Capital Securities, unsecutaigd May 24, 2007, bearing interest at 10%
due June 30, 2008 35,00( 35,00(

Note payable to Delta Producers, dated June 2@, 2@ July 20, 2007, with interest at 11%,

note is in default 2,18¢ 0
595,83( 529,11

Total Notes Payable 676,03( 643,61
Less current maturities on related party notes lpaya 80,20( 114,50(
Less current maturities on other notes payable 262,18¢ 202,23«
Notes Payable - Long-term 333,64 326,88(

Note: On February 14, 2008 Jade Special StrateQg, agreed to extend the notes to April 30, 2008 abminal interest rate of 18%
annum, the rgricing of 200,000 warrants from $0.33 and $0.2$Qd01, and the issuance of an additional 100,080ants at par value. T
options represent loan fees and will be valuedparaimately $59,000. This amount will be includasl a component of interest expe
during the fourth quarter of the Company’s yeariegd\pril 30, 2008.

Accordingly, the maturities reflected above repnédle maturities of the debt entered into subseiwelanuary 31, 2008.
(4) WIND MILL OIL & GAS, LLC JOINT VENTURE, ARBITRATION, SUBSEQUENT EVENT AND RECLASSIFICATIONS

On December 23, 2005 the Company executed an Lik€eagent (the “Agreement”) with Wind City Oil & Galsl.C (“Wind City”) to form
Wind Mill Oil & Gas, LLC (“Wind Mill"), the primary purpose of which was to develop the Comparggisting oil and gas leases, incluc
but not limited to its Koppers South prospect. Adoog to terms of the Agreement, the Compangontribution to Wind Mill consisted
substantially all of its undeveloped propertiestéid as Exhibit A in the Agreement). The Agreeniroluded a provision providing for t
purchase by Wind Mill of 2.9 million shares of tBempanys stock at a price of $4.35 million. Upon Wind Cégeking dissolution of tl
joint venture in accordance with terms of the Agnea’s unwind provision this stock was subject to a putyided the exercise of the put
within certain time restrictions. Accordingly, ti@mpany classified the stock issued to Wind Cityessporary equity on its balance sh
The Company’s contribution of its undeveloped Isagas reclassified at cost on its balance sheitt as/estment in the Joint Venture.






MILLER PETROLEUM, INC.
Notes to the Condensed Consolidated Financial Statents

(4) WIND MILL OIL & GAS, LLC JOINT VENTURE (CONTNUED)

Under the Joint Venture, from May 1, 2006 to Af@d, 2007, the Company received $353,640 of sakipbursements and drilling a
service revenue of $534,944. From May 1, 2007 mudey 31, 2008, the Company received no salarylneisements or service and drill
revenue.

In August and September 2006, Wind City commentgghtion to unwind the Agreement. Issues surrongdhe timeliness and propriety
Wind City’s actions and their legal effect eventually leddbart in which Wind City commenced litigation toett the parties to submit
matter to arbitration. The Company, reflectinghigdief in the legal merits of its case, continuedatassify, at cost, its investment in the le.
as an investment in the Joint Venture and Wind'€ibytstanding stock as temporary equity.

The arbitration was held in Knoxville, Tennesseelanuary 17 and 18, 2008. The ArbitrasoDecision and Award in connection therewil
dated March 7, 2008. The Arbitrator determined Watd City properly and timely terminated the Opigrg Agreement between the par
with respect to Wind Mill. The Arbitrator also rezr@d an award that ordered and directed that Wihddeliver to the Company the ass
listed in Exhibit A of the Operating Agreement sitaneously with the delivery by the Company to WiBdy of a stock repurchas
agreement that provides for the repurchase by trep@ny of the shares for $4,350,000 to be paidn@)ths after the date of executior
such repurchase agreement. The assets to be returned @otmpany consist of seven parcels of land, exetudertain wells already drills
together with an offset of 40 acres of land surthng each such well. All other claims by both pestasserting various damages were d
by the ArbitratorWind City has filed papers with the court seekingconfirm in part and vacate in part the Award tod Brbitrator. Wini
City seeks to vacate that portion of the Award ctirgy the return of the aforesaid assets to the fizmy. The Company plans to timely f
documents required to confirm the Arbitrator’'s Adiar

Matters submitted for resolution to the arbitrabot left undecided included the appropriate interate applying to the $4.35 million de
The Operating Agreement specified interest toll.&86 per annum, and Wind City has alleged a “soevs error” pertaining to this rate.

As a result of the arbitration and to reflect then@hany’s intentions, the Company has reclassifiedstock held by Wind City as shaetm
debt, at its face value, or $4.35 million. Accoglin the investment in the joint venture has alserbreclassified to investment in oil &
properties on the ComparsyJanuary 31, 2008 balance sheet. All known anichattd expenses pertaining to the arbitration Hasex
reflected in the Company’s operations as of Jan8&r2008.

(5) STOCKHOLDERS’ EQUITY

Penalty warrants for 120,000 common shares atce mfi $1.15 per share, and a figear term were issued during the nine months €
January 31, 2008. The warrants were valued at $05,0

The Company presents “basic” earnings (loss) paresand, if applicable, “diluted®arnings per share pursuant to the provisionsatester
of Financial Accounting Standards No. 128. The walkion of diluted earnings per share is similathat of basic earnings per share, ex
that the denominator is increased to include theber of additional common shares that would havenbautstanding if all potentia
dilutive common shares, such as those issuable tiporexercise of stock options and warrants, wesadd during the period. Since
Company had a net loss for the nine month periodie@ January 31, 2008 and 2007, and for the yededeApril 30, 2007, the assun
effects from the exercise of outstanding optiond amrrants would have been adiidtive, and, therefore only basic earnings pearshi
presented.

(6) RECENT ACCOUNTING PRONOUNCEMENTS

In June 2006, FIN 48 Accounting for Uncertainty in Income Taxesdn interpretation of SFAS No. 109, clarifies the@amting fo
uncertainties in income taxes recognized in anrprige’s financial statements. The Interpretation requinedé we determine whether it
more likely than not that a tax position will bestined upon examination by the appropriate taaimnyority. If a tax position meets the m
likely than not recognition criteria, FIN 48 reqesr the tax position be measured at the largest @inaiubenefit greater than fifty perci
(50%) likely of being realized upon ultimate settlement. Thisoanting standard is effective for fiscal yearsibemg after December 1
2006. The effect of adopting FIN 48 did not haweaterial affect on our financial position and résaif operations.
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MILLER PETROLEUM, INC.
Notes to the Condensed Consolidated Financial Staents

(6) RECENT ACCOUNTING PRONOUNCEMENTS (CONTINUED)

In September 2006, the Staff of the SEC issued Btafounting Bulletin No. 108,Considering the Effects of Prior Year Misstatememiter
Quantifying Misstatements in Current Year Finan&8ttements” (“SAB No. 108" SAB No. 108 provides guidance on the consideratif
the effects of prior year misstatements in quaimigfycurrent year misstatements for the purposeetérchining whether the current year’
financial statements are materially misstated. SAB is effective for the Company’s fiscg¢ar 2007 annual financial statements.
adoption of SAB 108 did not have an impact on @uaricial position, results of operations or casii.

In September 2006, the FASB issued Statement N@, Fair Value Measurements” (“SFAS 157"his standard defines fair val
establishes the framework for measuring fair vatuaccounting principles generally accepted in theted States and expands disclo
about fair value measurements. This pronouncenmlies under other accounting standards that redquripermit fair value measureme
Accordingly, this statement does not require any If@ir value measurement. This statement is effector fiscal years beginning af
November 15, 2007 and interim periods within thfiseal years. We are currently evaluating the resmaents of SFAS No. 157 and have
yet determined the impact on our financial state

In February 2007, the FASB issued SFAS No. 159, Fai Value Option for Financial Assets and Finahdiiabilities—including at
amendment of FAS 115 (“SFAS No.1593FAS No. 159 allows companies to choose, at spélcifiection dates, to measure eligible finai
assets and liabilities at fair value that are rtbeawise required to be measured at fair valueeblimed gains and losses shall be reporte
items for which the fair value option has been telécin earnings at each subsequent reporting &EAS No. 159 also establisl
presentation and disclosure requirements. SFAS1N®.is effective for fiscal years beginning aftesMdmber 15, 2007 and will be app!
prospectively. We are currently evaluating the iotpe adopting SFAS No. 159 on our financial pasitiresults of operations or cash flows.

In December 2006, the FASB issued FASB Staff Ruosito. EITF 00-19-2, Accounting for RegistrationyReent Arrangements, ESP Na
EITF 00-19-2"), which addresses an issuer’'s acdngnfor registration payment arrangements. FSP B@F 00-192 specifies that tt
contingent obligation to make future payments tieowise transfer consideration under a registrgteyment arrangement, whether issue
a separate agreement or included as a provisiarfiaincial instrument or other agreement, shoelddparately recognized and measur
accordance with FASB Statement No. 5, AccountingGontingencies. The guidance in FSP No. EITF 02 Xmends FASB Stateme
No. 133, Accounting for Derivative Instruments adddging Activities, and No. 150, Accounting for @én Financial Instruments wi
Characteristics of both Liabilities and Equity, aRASB Interpretation No. 45, Guarant®rAccounting and Disclosure Requirements
Guarantees, Including Indirect Guarantees of Inethidss of Others, to include scope exceptionsefgistration payment arrangements.

No. EITF 0(-19-2 further clarifies that a financial instrument mdb to a registration payment arrangement shoeldadcounted for

accordance with other applicable generally acceptmbunting principles (GAAP) without regard to tbentingent obligation to trans
consideration pursuant to the registration payraerngement. FSP No. EITF 00-2%hall be effective immediately for registraticaymen
arrangements and the financial instruments subjettiose arrangements that are entered into orfraddiubsequent to the date of issuant
FSP No. EITF 00-12- For registration payment arrangements and fiahntstruments subject to those arrangementsvilea¢ entered in
prior to the issuance of FSP No. EITF 002,%his guidance shall be effective for financi@tements issued for fiscal years beginning
December 15, 2006, and interim periods within thitseal years. We adopted FSP No. EITF 00218ffective January 1, 2007. We have
had any transactions subject to EITF 00-19-2 siteadoption, so there has been no material imathie Company financial positior
results of operations or cash flows.
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MILLER PETROLEUM, INC.
Notes to the Condensed Consolidated Financial Staents

(7) LITIGATION / GOING CONCERN
The outcome of our current litigation with Wind City could have a material adverse effect on our financial condition.

As previously discussed in Notes 1 and 4, Wind @iy & Gas, LLC has filed suit to force the exercisf the put provision of the stc
purchase agreement. In accordance with the aibitratvard as discussed in Note 4, we are requoed{purchase the shares; accordin
since we will likely have a significant cash flowastfall, we will require additional financing irrder to effectuate the ygarchase. There
no assurance that such financing will be obtainedavorable terms, or at all. In such event, onafficial condition could be materie
adversely affected and our ability to continue geiag concern could be jeopardized.

(8) SALE OF GAS WELLS AND PIPELINE
On September 14, 2007 we entered into an optiseltaur interest in eight gas wells, a pipelinséovice the wells and certain rightwhys

for a total consideration of $576,500. We trangférapproximately 320 acres of leases in this t@isa The buyers paid $50,000 for
option. The transaction closed December 14, 200d wee received approximately $526,500 of additigmateeds at the closing.

12




ltem 2 Managements Discussion and Analysis of Financial Condition ahResults of Operations

Introduction

The following discussion is intended to facilitaa understanding of our business and results ofatipas and includes forwatdeking
statements that reflect our plans, estimates aheffdt should be read in conjunction with oud#@ad consolidated financial statements
the accompanying notes to the consolidated finhstagéements included herein. Our actual resultdccdiffer materially from those discuss
in these forward-looking statements.

Overview

We are actively engaged in the exploration, develamt, production and acquisition of crude oil aratunal gas primarily in easte
Tennessee. During 2006 the Company conducted mignifoperations in conjunction with its partnernd/iCity Oil & Gas, LLC (Wind
City”) under a Joint Venture (“Wind Mill") agreemerthe primary purpose of which was to develop @@mpanys existing oil and g:
leases, including but not limited to its Koppersihoprospect. According to terms of the Agreemtrd,Companys contribution to Wind Mi
consisted of substantially all of its undevelopedperties (listed as Exhibit A in the AgreementheTAgreement included a provis
providing for the purchase by Wind Mill of 2.9 mdh shares of the Comparsystock at a price of $4.35 million. Upon Wind Csgeking
dissolution of the joint venture in accordance wéhms of the Agreemerst'unwind provision this stock was subject to agptton, provide
the exercise of the put fell within certain timestrections. Accordingly, the Company classified steck issued to Wind City as tempot
equity on its balance sheet. The Comparggntribution of its undeveloped leases was rsifiad at cost on its balance sheet as its inved
in the Joint Venture.

In August and September 2006, Wind City commenitightion to unwind the Agreement. Issues surrongdhe timeliness and propriety
Wind City’s actions and their legal effect eventually leddbert in which Wind City commenced litigation toett the parties to submit t
matter to arbitration. The Company, reflectingtdief in the legal merits of its case, continuealassify, at cost, its investment in the le
as an investment in the Joint Venture and Wind'€ibytstanding stock as temporary equity.

The arbitration was held in Knoxville, Tennesseelanuary 17 and 18, 2008. The ArbitrasoDecision and Award in connection therewi
dated March 7, 2008. The Arbitrator determined Watd City properly and timely terminated the Opigrg Agreement between the par
with respect to Wind Mill. The Arbitrator also rezr@d an award that ordered and directed that Wihddeliver to the Company the ass
listed in Exhibit A of the Operating Agreement sitaneously with the delivery by the Company to WiBdy of a stock repurchas
agreement that provides for the repurchase by Mifiehe shares for $4,350,000 to be paid threen@)ths after the date of execution of ¢
repurchase agreement. The assets to be returnee t6dmpany consist of seven parcels of land, exctudertain wells already drilli
together with an offset of 40 acres of land surthng each such well. All other claims by both pestasserting various damages were d
by the Arbitrator. Wind City has filed papers withe court seeking to confirm in part and vacatpart the Award of the Arbitrator. Wil
City is seeking to vacate that part of the Awarat tirects the return of the aforesaid assetsadcttmpany. The Company plans to timely
documents required to confirm the Arbitrator’'s Adiar

Matters submitted for resolution to the arbitrabott left undecided included the appropriate interate applying to the $4.35 million de
The Operating Agreement specified interest toll.&86 per annum, and Wind City has alleged a “soBvs error” pertaining to this rate

Our present financial condition precludes us froein able to repurchase the shares under the paitaMy exploring various financi
opportunities in this regard; however, there cambd@ssurance that we will be able to obtain fimamsufficient to repurchase such share
the event that we are unable to obtain financingaoceptable terms sufficient to consummate therobaise, our business and finan
condition could be materially adversely affected anr ability to continue operations as a goingoesn could be jeopardized.

Liquidity and Capital Resources

Cash used by operating activities was $699,45QHernine months ended January 31, 2008, an inci&fa$696,394 over cash used
operating activities for the nine months ended dan31, 2007 of $3,056. Our principal source ofiidity has been oil and gas reven
loans from related parties and directors, privdaegment transactions of our common stock, andcgzation with investors in various oil a
gas wells. During the current quarter we sold gaflsnand a pipeline for $576,500. The increaseiirand gas prices along with ¢
opportunity under the arbitratordécision to regain our rights to approximately 48,@cres under lease in Tennessee enhances aty @l
attract investors and to pursue joint venturesliara gas.
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On December 23, 2005 we entered into the Wind ®ill& Gas LLC Agreement (“Wind Mill")and also sold 2,900,000 shares of com
stock to Wind City Oil & Gas, LLC (“Wind City”for $4,350,000. These funds were used to pay efft#h 150,000 of loans and to pro\
some working capital. Wind City also contributedd$100,000 to Wind Mill and we contributed oil andsgleases as part of the Wind |
agreement. For the nine months ended January 37 @@ received $353,640 of administrative salaimberrsements and revenue
$506,615 for various labor, parts and use of egainirhe cessation of operations with Wind Mill thasl a major impact on our cash flow.

Our longterm cash flows are subject to a number of var@liheluding the level of production and prices adllvas various econon
conditions that have historically affected the aild gas business. A material drop in oil and gé&sgror a reduction in production ¢
reserves would reduce our ability to fund capitgdenditures, service new debt, meet financial @liims and remain profitable. We ope
in an environment with numerous financial and opegarisks, including, but not limited to, the inleat risks of the search for, developn
and production of oil and gas, the ability to bupperties and sell production at prices which pievan attractive return and the hic
competitive nature of the industry. Our abilityelpand our reserve base is, in part, dependenbiaining sufficient capital through inter
cash flow or the issuance of debt or equity seiestitThere can be no assurance that internal tashahd other capital sources will prov
sufficient funds to maintain capital expendituriesttwe believe are necessary to offset future eglin production and proved reserves.

Results of Operations

Three Months Ended January 31, 2008 compared eMonths Ended January 31, 2007

For the Three Months Ended Increase /
January 31 (Decrease)
2008 2007 2007 to 2008

R EVENUES

Oil and gas revenue $ 181,58 $ 110,16: $ 71,42(

Service and drilling revenue 63,45¢ 89,88 (26,437)

Total Revenue 245,03 200,04¢ 44,98¢
C OSTS A ND E XPENSES

Cost of oil and gas revenue 13,531 12,11¢ 1,41¢

Cost of service and drilling revenue 58,51 161,09: (102,58))

Selling, general and administrative 413,97 472,93. (58,960)

Depreciation, Depletion and amortization 57,35( 29,40: 27,947

Total Costs and Expenses 543,37: 675,54¢ (132,179
| NCOME (L OSS ) F ROM O PERATIONS (298,339 (475,49 177,16:
O THER | NCOME (E XPENSE )

Interest income 991 9,71¢ (8,725

Interest expense (23,859 (2,527 (21,337

Loan fees and warrants (15,000 (40,000 25,00(

Total Other Income (Expense) (37,869 (32,81) (5,057
N ET | NCOME (L OSS) $ (336,207) $ (508,30 $ 172,10t

Revenue

Oil and gas revenue was $181,582 for the three Imscenided January 31, 2008 as compared to $11MmtéRef three months ended Jan
31, 2007, an increase of $71,420. This resultem fifee rise in the price of oil and increased praidnc
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Service and drilling revenue was $63,455 for thedhmonths ended January 31, 2008 as compare®{88%8for the three months en
January 31, 2007, a decrease of $26,432. Thisteelsitbm a decrease in drilling activity due to kitigation with Wind Mill Oil & Gas, LLC.

Cost and Expense

The cost of oil and gas revenue was $13,537 fothte months ended January 31, 2008 as compaf&i?td18 for the three months en
January 31, 2007, an increase of $1,419. Thistegbirlom the cost associated with increased praofuct

The cost of service and drilling revenue was $53,f& the three months ended January 31, 2008 mpaed to $161,093 for the th
months ended January 31, 2007, a decrease of ®lI0Z Bis was due to the decrease in drilling aéisidue to the litigation with Wind M
Oil & Gas, LLC. Additionally, the Company incurresignificant indirect labor included in costs of iee and drilling revenue in 20
connected with the termination of the joint ventfmewhich there were minimal corresponding revenue

Selling, general and administrative expense wa8 342 for the three months ended January 31, 20@®mpared to $472,932 for the tt
months ended January 31, 2007, a decrease of $68,B8 resulted from a decrease in consultingallagd professional fees.

Depreciation, depletion and amortization was $57,85 the three months ended January 31, 2008 epaed to $29,403 for the th
months ended January 31, 2007, an increase of 427T9is was due to an increase in oil and gasymutizh.

Interest expense was $23,859 for the three momithsdeJanuary 31, 2008 as compared to $2,527 fahtee months ended January 31, 2
an increase of $21,332. This resulted from theésteon additional borrowings during the periodezhdanuary 31, 2008.

Nine Months Ended January 31, 2008 compared to Mmeths Ended January 31, 2C

For the Nine Months Ended Increase /
January 31 (Decrease)
2008 2007 2007 to 2008
R EVENUES
Oil and gas revenue $ 492,04 $ 373,19 $ 118,84¢
Service and drilling revenue 190,44! 740,41 (549,96
Total Revenue 682,48¢ 1,113,60 (431,119
C OSTS A ND E XPENSES
Cost of oil and gas revenue 51,69¢ 41,05 10,641
Cost of service and drilling revenue 249,16¢ 735,56 (486,39
Selling, general and administrative 1,179,85! 1,031,02 148,83.
Depreciation, Depletion and amortization 167,59¢ 120,15: 47,44¢
Total Costs and Expenses 1,648,32: 1,927,79. (279,469
| NCOME (L OSS ) F ROM O PERATIONS (965,839 (814,189 (151,649
O THER | NCOME (E XPENSE )
Interest income 1,70: 10,00: (8,299
Gain on sale of equipment 89,36¢ - 89,36¢
Interest expense (119,290 (13,787 (105,507
Loan fees and warrants (58,299 (79,000 35,707
Total Other Income (Expense) (86,517 (82,782) 11,27(
N ET | NCOME (L OSS) $ (1,052,34) $ (896,96¢) (140,379
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Revenue

Oil and gas revenue was $492,044 for the nine nscenided January 31, 2008 as compared to $373,18%faine months ended January
2007, an increase of $118,849. This resulted floarise in the price of oil and increased produrctio

Service and drilling revenue was $190,445 for thee rmonths ended January 31, 2008 as compared4d® 42 for the nine months ent
January 31, 2007, a decrease of $549,967. Thiteddtom a decrease in drilling activity, due itightion with Wind Mill Oil & Gas, LLC.

Cost and Expense

The cost of oil and gas revenue was $51,698 fonthe months ended January 31, 2008 as compar®4l1t651 for the nine months en
January 31, 2007, an increase of $10,647. Thig&se resulted from the cost associated with pramuct

The cost of service and drilling revenue was $289.for the nine months ended January 31, 2008 apaced to $735,562 for the n
months ended January 31, 2007, a decrease of 86 8is was due to the decrease in drilling atiéisidue to the litigation with Wind M
Oil & Gas, LLC.

Selling, general and administrative expense was7®1858 for the nine months ended January 31, 2808mpared to $1,031,026 for
nine months ended January 31, 2007, an increa$&4#,832. This is due to the termination of sal@iynbursements by Wind Mill Oil
Gas, LLC. For the nine months ended January 317 20iad Mill reimbursed the Company for $353,64GCsafaries.

Depreciation, depletion and amortization was $183,for the nine months ended January 31, 2008 apaced to $120,153 for the n
months ended January 31, 2007, an increase of48.7T4is resulted from an increase in oil and gaslyction.

Interestexpense was $119,290 for the nine months endechdafd, 2008 as compared to $13,783 for the ninetinsoended January .
2007, an increase of $105,507. This resulted filwerinterest on additional borrowings during theégeeended January 31, 2008.

Gain on sale of equipment was $89,369 for the mnaths ended January 31, 2008 as compared to $0efarine months ended January
2007, an increase of $89,369. This resulted frompegent sold during the current period.
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ltem 3 Controls and Procedures

An evaluation was performed under the supervisiwh\aith the participation of our management, inahgdour Chief Executive Officer al
Chief Financial Officer, of the effectiveness ofralisclosure controls and procedures (as defindrlles 13a-15(e) and 19d{(e) under tt
Securities Exchange Act of 1934) as of the endhefgeriod covered by this report. Based on theuati@an and communication from Rode
Moss & Co, PLLC, our registered public accountatspur Audit Committee in March 2008 that idemtifi an issue with respect to
disclosure controls and procedures, our Chief ExeeuOfficer and Chief Financial Officer concludéldat our disclosure controls
procedures are not effective.

The ineffective disclosure controls and procedamssist of deficiencies with respect to the auttaiion, recording, processing, summari:
and reporting of non-cash transactions. Specificalrtain stock issuances relating to outstandiotgs payable were not properly recorded.

As a result of the identified ineffective discloswrontrols and procedures, in preparing our firelrstatements for the quarter ended Jar
31, 2008, we performed additional analysis and roflostelose procedures to ensure that such financiaretts were stated fairly in
material respects in accordance with U.S. genesaaitepted accounting principles.

PART Il - OTHER INFORMATION

ltem 1 Legal Proceedings

The arbitration relating to the pending litigatiovith Wind City was held in Knoxville, Tennessee danuary 17 and 18, 2008. -
Arbitrator’s Decision and Award in connection theit is dated March 7, 2008.

The Arbitrator determined that Wind City properiydatimely terminated the Operating Agreement bebwbe parties with respect to W
Mill. The Arbitrator also rendered an award thatered and directed that Wind City deliver to Milkae assets listed in Exhibit A of 1
Operating Agreement, simultaneously with the deliviey Miller to Wind City of a stock re-purchaseragment that provides for the re-
purchase by the Company of the shares for $4,360t0(be paid three (3) months after the date ofekecution of such rpurchas
agreement. The assets to be returned to the Congmasyst of seven parcels of land, excluding centalls already drilled, together with
acres of land surrounding each such well.

All other claims by both parties asserting varidasnages were denied by the Arbitrattind City has filed papers with the court seekia

confirm in part and vacate in part the Award of frbitrator. Wind City seeks to vacate that parttud Award that directs the return of
aforesaid assets to the Company. The Company stenseek confirmation of the Arbitration Award.
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SIGNATURES

In accordance with the requirements of the Exchaxaiethe registrant duly caused this report tsigged on its behalf by the
undersigned thereunto duly authorized.

MILLER PETROLEUM, INC.

Date: March 21, 200 By: /s/ DELOY MILLER

Deloy Miller
Chief Executive Officer, principal executive office

Date: March 21, 2008 By: /s/ LYLE H. COOPER

Lyle H. Cooper
Chief Financial Officer, principal financial and
accounting officer
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Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

I, Deloy Miller, certify that:

1.

| have reviewed this quarterly report on ForraQ$B for the period ended January 31, 2008 of MHetroleum, Inc.;

Based on my knowledge, this report does not contaity untrue statement of material fact or omit ttates ¢

material fact necessary to make the statements,nratight of the circumstanc
under which such statements were made, not misigadith respect to the period covered by this repor

Based on my knowledge, the financial statements,d aother financial information included in this rep

fairly present in all material respects the finah@ondition, results of operatic
and cash flows of the small business issuer aanaf for, the periods presented in this report;

The small business issuer’ other certifying officer(s) and | are responsiblor establishing and maintaini
disclosure controls and procedures (as definedxith&hge Act Rules 1385(e’
and 15d-15(e)) for the small business issuer and:ha

(@) Designed such disclosure controls and proceduresaused such disclosures controls and procedarks tlesigned under ¢
supervision, to ensure that material informatiolatieg to the small business issuer, includingcitssolidated subsidiaries,
made known to us by others within those entitiastigularly during the period in which this rep@tbeing prepared;

(b) Evaluated the effectiveness of the small busineissues disclosure controls and procedures

presented in this report our conclusions aboutetfiectiveness of the disclosu
controls and procedures, as of the end of the gpedwered by this report based on such evaluatiod;

(c) Disclosed in this report any change in the simadiness issues’internal control over financial reporting thatooed during th
small business issuer's most recent fiscal quéttter small business issugffourth fiscal quarter in the case of an annuabirg
that has materially affected, or is reasonablylyike materially affect, the small business isssi@nternal control over financ
reporting; and

The small business issugpBther certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobove
financial reporting, to the small business issuarlditors and the audit committee of the small iess issues’ board of directors (
persons performing the equivalent functions):

(&) All significant deficiencies and material weaknesgethe design or operation of internal controgofinancial reporting whic
are reasonably likely to adversely affect the srbakiness issues’ability to record, process, summarize and refioancia
information; and

(b) Any fraud, whether or not material, that involvesmagement or other employees who have a significgatin the sma
business issuer’s internal control over financéglarting.

Date: March 21, 2008

/s/ DELOY MILLER

Deloy Miller
Chief Executive Officer
(Principal Executive Officer)




Exhibit 31.

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

I, Lyle H. Cooper, certify that:

1.

| have reviewed this quarterly report on ForraQ$B for the period ended January 31, 2008 of MHetroleum, Inc.;

Based on my knowledge, this report does not contaity untrue statement of material fact or omit ttates ¢

material fact necessary to make the statements,nratight of the circumstanc
under which such statements were made, not misigadith respect to the period covered by this repor

Based on my knowledge, the financial statements,d aother financial information included in this rep

fairly present in all material respects the finah@ondition, results of operatic
and cash flows of the small business issuer aanaf for, the periods presented in this report;

The small business issuer’ other certifying officer(s) and | are responsiblor establishing and maintaini
disclosure controls and procedures (as definedxith&hge Act Rules 1385(e’
and 15d-15(e)) for the small business issuer and:ha

(@) Designed such disclosure controls and proceduresaused such disclosures controls and procedarks tlesigned under ¢
supervision, to ensure that material informatiolatieg to the small business issuer, includingcitssolidated subsidiaries,
made known to us by others within those entitiastigularly during the period in which this rep@tbeing prepared;

(b) Evaluated the effectiveness of the small bissingsuer’s disclosure controls and procedurespagsented in this report ¢
conclusions about the effectiveness of the disc&ssaontrols and procedures, as of the end oféhegcovered by this rep:
based on such evaluation; and

(c) Disclosed in this report any change in the simadiness issues’internal control over financial reporting thatomed during th
small business issuer’'s most recent fiscal qudtter small business issugffourth fiscal quarter in the case of an annuabrg
that has materially affected, or is reasonablylyike materially affect, the small business isssiénternal control over financ
reporting; and

The small business issueither certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobove|
financial reporting, to the small business issuadslitors and the audit committee of the small iess issues board of directors (
persons performing the equivalent functions):

(@ All significant deficiencies and material weaknesgethe design or operation of internal controtiofinancial reporting whic
are reasonably likely to adversely affect the srballiness issues’ability to record, process, summarize and refioancia
information; and

(b) Any fraud, whether or not material, that involvesmagement or other employees who have a significgatin the sma
business issuer’s internal control over financéglarting.

Date: March 21, 2008

/s/ LYLE H. COOPER

Lyle H. Cooper
Chief Financial Officer
(Principal Accounting Officer)




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SABANES-OXLEY ACT OF 2002

In connection with the quarterly report of MilleefPoleum, Inc. (the “Company”) on Form Q@B for the period ending January 31, 200
filed with the Securities and Exchange Commissiontlee date hereof (the “Report™), Deloy Miller, Chief Executive Officer of tt
Company, certify, pursuant to 18 U.S.C. Section01 2 adopted pursuant to Section 906 of the Sask@mnley Act of 2002, that:

1) The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeoh 1934;

(2 The information contained in the Report fairly gets, in all material respects, the financial ctadiand results of operations of
Company.

Date: March 21, 2008

/s/ DELOY MILLER

Deloy Miller
Chief Executive Officer
(Principal Executive Officer)




Exhibit 32.z

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SABANES-OXLEY ACT OF 2002

In connection with the quarterly report of MilleefPoleum, Inc. (the “Company”) on Form TQEB for the period ending January 31, 200
filed with the Securities and Exchange Commissiontlte date hereof (the “Report?), Lyle H. Cooper, Chief Financial Officer of t
Company, certify, pursuant to 18 U.S.C. Section01 2 adopted pursuant to Section 906 of the Sask@mnley Act of 2002, that:

1) The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeoh 1934;

(2 The information contained in the Report fairly gets, in all material respects, the financial ctadiand results of operations of
Company.

Date: March 21, 2008

/s/ LYLE H. COOPER

Lyle H. Cooper
Chief Financial Officer,
(Principal Accounting Officer)




