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DOCUMENTS INCORPORATED BY REFERENCE
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PART I

CAUTIONARY NOTE CONCERNING FORWARD-LOOKING STATEMENTS:

Certain statements in this Form 10-K constitute forward-looking statements.  Forward-looking statements include all
statements that do not relate solely to the historical or current facts, and can be identified by the use of forward
looking words such as "may", "believe", "will", "expect", "expected", "project", "anticipate", "anticipated”, “estimates",
"plans", "strategy", "target", "prospects" or "continue".  These forward looking statements are based on the current
plans and expectations of our management and are subject to a number of uncertainties and risks that could
significantly affect our current plans and expectations, as well as future results of operations and financial condition
and may cause our actual results, performances or achievements to be materially different from any future results,
performances or achievements expressed or implied by such forward-looking statements. This Form 10-K contains
important information as to risk factors under Item 1A.  Although we believe that the expectations reflected in such
forward-looking statements are reasonable, there can be no assurance that such expectations will prove to have been
correct.  We do not assume any obligation to update these forward-looking statements to reflect actual results, changes
in assumptions, or changes in other factors affecting such forward-looking statements.

ITEM 1. BUSINESS.

Overview

Next Generation Energy Corp. (the "Company") was incorporated on November 21, 1980, under the laws of the State
of Nevada under the name Micro Tech Industries, Inc.  On February 6, 1997, an unrelated third party purchased
85.72% of the outstanding stock of Micro Tech Industries, Inc. from its majority shareholder for $50,000 in cash.
Effective March 31, 1997, Micro Tech Industries, Inc. changed its name to Next Generation Media
Corporation.  Management believes that prior to February 6, 1997, the Company was a "shell" company for at least
five years without assets and liabilities.  Management is unaware of any operating history prior to February 6, 1997.

We continue to specialize in oil and natural gas assets, however, our Board of Directors recently approved a plan to
redirect resources and to focus our core business on the medical marijuana industry.  The Company would focus on
providing turnkey facilities including management, accounting and security services.  In addition, the Company's
wholly owned subsidiary, NextGen Cannabis Consulting LLC, has entered into a Letter of Intent  with Highway 2
Health, Inc., of which there is no guarantee that we will agree to terms on a definitive agreement or close such
transaction.

United Marketing Solutions, Inc.

The Company acquired United Marketing Solutions, Inc. ("United") on April 1, 1999.  Originally founded in 1981 as
United Coupon Corporation, United operated within the cooperative direct mail industry for twenty years.  United
diversified and expanded its product lines and markets to evolve from a coupon company to a full-service marketing
provider specializing in two communication mediums: direct mail and direct marketing.  United offered advertising
and marketing products and services through a network of franchisees in more than twenty states, with the largest
concentration being in the northeast United States. United provided full-service design, layout, printing, packaging
and distribution of marketing products and promotional coupons sold by the franchise network to local market
businesses, services providers and professionals as resources to help them generate "trial and repeat" customers.  

In the first quarter of 2010, the Company terminated operations at United as a result of continued operating losses, and
litigation with its franchisees and vendors.  On May 4, 2010, the Company conveyed its interest in United to Direct
Mail Group, LLC for $10.  At the time of the conveyance, United had no active business and had lawsuits, judgments
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and other liabilities in excess of its assets.  Direct Mail Group, LLC is owned by Darryl Reed, our chief executive
officer.
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Oil and Gas Properties

After terminating operations at United, the Company entered the business of acquiring and holding interests in the
energy business, including but not limited to owning natural gas and oil properties, natural gas and oil royalty interests
in existing energy producing properties, ownership interests in proven reserves, and other activities associated with
hydrocarbon energy markets.   The Company’s underlying strategy is to acquire energy properties that have high
intrinsic future value when developed and to generate existing, reliable revenue streams from acquiring interests in
operating and proven gas and oil wells.

The Company recently retained geologists to assist it in performing research, collecting and analyzing materials
associated with properties it is considering for acquisition, partnerships or other vested interests.  As needed, the
Company will also engage the services of established professional services firms comprised of geologists, oil and gas
field developers, attorneys, surveyors, etc. These professionals assist in performing a comprehensive analysis of
potential acquisitions for inclusion in our portfolio.

Acquisition of Knox Gas, LLC

On March 22, 2011, the Company purchased all of the membership interests of Knox Gas, LLC for $500,000.  The
purchase price is payable pursuant to two promissory notes in the amount of $250,000 each that are payable to Joel
Sens and Barbara Reed.  Mr. Sens is an officer and director of the Company.  Ms. Reed is the spouse of Darryl Reed,
who is an officer and director of the Company.

Knox Gas, LLC owns a lease of 100 acres, which contains five drilled wells; a lease of 20.2 acres, which contains two
drilled wells; a lease of 700 acres which contains no wells, and a lease of 400 acres which contains three drilled wells,
a lease of 480 acres which contains six drilled wells, a lease of 320 acres which contains two drilled wells.  The
properties have been estimated to have a net present value of appraised at $624,360 by an independent valuation
firm.  Data pertaining to the leases is set forth below:

Lessor Acres No. Wells Date Term Delay Rental Royalty
B. and S. Smith 100 5 6/3/2010 3 years None 1/8 th
B. and S. Smith 20.2 2 6/3/2010 3 years None 1/8 th
B. S. S. and H.

Smith
700 0 6/3/2010 3 years None 1/8 th

W. Patterson 400 3 5/26/2010 3 years None 1/4 th
Hinkle-Creighton 480 6
Hinkle-Creighton 320 2

The Smith leases each provide that they may be extended for one year after the initial term of three years if there is a
well capable of producing gas in paying quantities on the acreage that is not producing because of an inability to
obtain a pipeline connection or market the gas, provided the Company pays the lessor $200 per month for each month
the well is shut-in.  The Patterson also provides for extension of the lease under the same circumstances as the Smith
leases, except that the monthly payment is $400 per year instead of $200 per month.
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The wells owned by Knox Gas were part of a larger field of 135 wells that was developed by Heartland Resources,
Inc. and its subsidiaries (collectively, “Heartland”), and were operated by Heartland Operating Company, Inc., a
subsidiary of Heartland Resources, Inc.  On May 20, 2009, Heartland filed a Chapter 11 bankruptcy case in Kentucky,
which was dismissed on April 26, 2011.  The leases owned by Knox Gas consist of acreage previously leased by
Heartland under leases that had terminated, and include the rights to all wells and equipment located on the
properties.  The remaining wells developed by Heartland were seized by creditors of Heartland, and are now owned by
an entity formed by those creditors, who are trying to sell the wells or resume operations from the wells. The wells
owned by the Company and by the creditors of Heartland are connected to a common gas gathering system that is
connected to a pipeline. Because they us a common gas gathering system, it is not practical for the Company to
resume operations from its wells without operations also resuming from the wells owned by Heartland creditors.  As a
result, we anticipate that the Company’s wells will resume operations when the wells owned by the Heartland creditors
begin operations.

The wells located on these properties produce natural gas primarily from the Mississippian Big Lime and Devonian
Shale formations, with some production also from the Mississipian, Maxon and Silurian “Corniferous” formations.

Competition

The oil and natural gas business is highly competitive. We compete with private and public companies in all facets of
the oil and gas business, including suppliers of energy and fuel to industrial, commercial and individual customers.
Numerous independent oil and gas companies, oil and gas syndicates and major oil and gas companies actively seek
out and bid for oil and gas prospects and properties as well as for the services of third-party providers, such as drilling
companies, upon which we rely. Many of these companies not only explore for, produce and market oil and gas, but
also carry out refining operations and market the resultant products on a worldwide basis. A substantial number of our
competitors have longer operating histories and substantially greater financial and personnel resources than we do.

Competitive conditions may be substantially affected by various forms of energy legislation and regulation considered
from time to time by the government of the United States and the states in which we have operations, as well as
factors that we cannot control, including international political conditions, overall levels of supply and demand for oil
and gas, and the markets for synthetic fuels and alternative energy sources. Intense competition occurs with respect to
marketing, particularly of natural gas.

6
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Markets and Major Customers

The operator of the Company’s working interests is responsible for marketing all gas production.

Seasonality of Business

Weather conditions affect the demand for, and prices of, natural gas and can also delay drilling activities, disrupting
our overall business plans.  Demand for natural gas is typically higher in the fourth and first quarters resulting in
higher natural gas prices. Due to these seasonal fluctuations, results of operations for individual quarterly periods may
not be indicative of the results that may be realized on an annual basis.

Operational Risks

Oil and natural gas exploration and development involves a high degree of risk, which even a combination of
experience, knowledge and careful evaluation may not be able to overcome.  There is no assurance that we will
discover or acquire additional oil and natural gas in commercial quantities. Oil and natural gas operations also involve
the risk that well fires, blowouts, equipment failure, human error and other circumstances may cause accidental
leakage of toxic or hazardous materials, such as petroleum liquids or drilling fluids into the environment, or cause
significant injury to persons or property.  In such event, substantial liabilities to third parties or governmental entities
may be incurred, the satisfaction of which could substantially reduce available cash and possibly result in loss of oil
and natural gas properties. Such hazards may also cause damage to or destruction of wells, producing formations,
production facilities and pipeline or other processing facilities.

As is common in the oil and natural gas industry, we will not insure fully against all risks associated with our business
either because such insurance is not available or because we believe the premium costs are prohibitive.  A loss not
fully covered by insurance could have a materially adverse effect on our financial position and results of operations.
For further discussion on risks see “Risk Factors” below.

Regulation

General. The availability of a ready market for oil and gas production depends upon numerous factors beyond our
control. These factors include local, state, federal and international regulation of oil and gas production and
transportation, as well as regulations governing environmental quality and pollution control, state limits on allowable
rates of production by a well or proration unit, the amount of oil and gas available for sale, the availability of adequate
pipeline and other transportation and processing facilities, and the marketing of competitive fuels. For example, a
productive gas well may be "shut-in" because of an over-supply of gas or lack of an available pipeline in the areas in
which we may conduct operations. State and federal regulations are generally intended to prevent waste of oil and gas,
protect rights to produce oil and gas between owners in a common reservoir, and control contamination of the
environment. Pipelines and gas plants are also subject to the jurisdiction of various federal, state and local agencies
that may affect the rates at which they are able to process or transport gas from our properties.

Applicable legislation is under constant review for amendment or expansion. These efforts frequently result in an
increase in the regulatory burden on companies in our industry and a consequent increase in the cost of doing business
and decrease in profitability. Numerous federal and state departments and agencies issue rules and regulations
imposing additional burdens on the oil and gas industry that are often costly to comply with and carry substantial
penalties for non-compliance. Our production operations may be affected by changing tax and other laws relating to
the petroleum industry, constantly changing administrative regulations and possible interruptions or termination by
government authorities.
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Sales of Oil and Natural Gas. Sales of any oil that we produce will be affected by the availability, terms and costs of
transportation. The rates, terms and conditions applicable to the interstate transportation of oil by pipelines are
regulated by the Federal Energy Regulatory Commission ("FERC") under the Interstate Commerce Act. FERC has
implemented a simplified and generally applicable ratemaking methodology for interstate oil pipelines to fulfill the
requirements of Title VIII of the Energy Policy Act of 1992 comprised of an indexing system to establish ceilings on
interstate oil pipeline rates. FERC has announced several important transportation-related policy statements and rule
changes, including a statement of policy and final rule issued February 25, 2000, concerning alternatives to its
traditional cost-of-serve rate-making methodology to establish the rates interstate pipelines may charge for their
services. The final rule revises FERC's pricing policy and current regulatory framework to improve the efficiency of
the market and further enhance competition in natural gas markets.

Sales of any natural gas that we produce will be affected by the availability, terms and costs of transportation. The
rates, terms and conditions applicable to the interstate transportation of gas by pipelines are regulated by FERC under
the Natural Gas Acts, as well as under Section 311 of the Natural Gas Policy Act. Since 1985, the FERC has
implemented regulations intended to increase competition within the gas industry by making gas transportation more
accessible to gas buyers and sellers on an open-access, non-discriminatory basis.

Pipelines. Pipelines that we use to gather and transport our oil and gas will be subject to regulation by the Department
of Transportation ("DOT") under the Hazardous Liquids Pipeline Safety Act of 1979, as amended ("HLPSA"),
relating to the design, installation, testing, construction, operation, replacement and management of pipeline facilities.
The HLPSA requires pipeline operators to comply with regulations issued pursuant to HLPSA designed to permit
access to and allowing copying of records and to make certain reports and provide information as required by the
Secretary of Transportation.

State Restrictions. State regulatory authorities have established rules and regulations requiring permits for drilling
operations, drilling bonds and reports concerning operations. Many states have statutes and regulations governing
various environmental and conservation matters, including the unitization or pooling of oil and gas properties and
establishment of maximum rates of production from oil and gas wells, and restricting production to the market
demand for oil and gas. Such statutes and regulations may limit the rate at which oil and gas could otherwise be
produced from our properties.

Most states impose a production or severance tax with respect to the production and sale of crude oil, natural gas and
natural gas liquids within their respective jurisdictions. State production taxes are generally applied as a percentage of
production or sales. In addition, in the event we conduct operations on federal or state oil and gas leases, such
operations must comply with numerous regulatory restrictions, including various nondiscrimination statutes, royalty
and related valuation requirements, and certain of such operations must be conducted pursuant to certain on-site
security regulations and other appropriate permits issued by the Bureau of Land Management or the Minerals
Management Service or other appropriate federal or state agencies.
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Other. Oil and gas rights may be held by individuals and corporations, and, in certain circumstances, by governments
having jurisdiction over the area in which such rights are located. As a general rule, parties holding such rights grant
licenses or leases to third parties, such as us, to facilitate the exploration and development of these rights. The terms of
the licenses and leases are generally established to require timely development. Notwithstanding the ownership of oil
and gas rights, the government of the jurisdiction in which the rights are located generally retains authority over the
manner of development of those rights.

Environmental

General. Our activities are subject to local, state and federal laws and regulations governing environmental quality and
pollution control in the United States. The exploration, drilling and production from wells, natural gas facilities,
including the operation and construction of pipelines, plants and other facilities for transporting, processing, treating
or storing natural gas and other products, are subject to stringent environmental regulation by state and federal
authorities, including the Environmental Protection Agency ("EPA"). Such regulation can increase our cost of
planning, designing, installing and operating such facilities.

Significant fines and penalties may be imposed for the failure to comply with environmental laws and regulations.
Some environmental laws provide for joint and several strict liability for remediation of releases of hazardous
substances, rendering a person liable for environmental damage without regard to negligence or fault on the part of
such person. In addition, we may be subject to claims alleging personal injury or property damage as a result of
alleged exposure to hazardous substances, such as oil and gas related products.

Waste Disposal. We may generate wastes, including hazardous wastes, that are subject to the federal Resource
Conservation and Recovery Act ("RCRA") and comparable state statutes. The EPA has limited the disposal options
for certain wastes that are designated as hazardous under RCRA ("Hazardous Wastes"). Furthermore, it is possible
that certain wastes generated by our oil and gas operations that are currently exempt from treatment as Hazardous
Wastes may in the future be designated as Hazardous Wastes, and therefore be subject to more rigorous and costly
operating and disposal requirements.

CERCLA. The federal Comprehensive Environmental Response, Compensation and Liability Act ("CERCLA"), also
known as the "Superfund" law, generally imposes joint and several liability for costs of investigation and remediation
and for natural resource damages, without regard to fault or the legality of the original conduct, on certain classes of
persons with respect to the release into the environment of substances designated under CERCLA as hazardous
substances ("Hazardous Substances"). These classes of persons or so-called potentially responsible parties include the
current and certain past owners and operators of a facility where there is or has been a release or threat of release of a
Hazardous Substance and persons who disposed of or arranged for the disposal of the Hazardous Substances found at
such a facility. CERCLA also authorizes the EPA and, in some cases, third parties to take action in response to threats
to the public health or the environment and to seek to recover from the potentially responsible parties the costs of such
action. Although CERCLA generally exempts petroleum from the definition of Hazardous Substances, we may have
generated and may generate wastes that fall within CERCLA's definition of Hazardous Substances.
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Air Emissions. Our operations may be subject to local, state and federal regulations for the control of emissions of air
pollution. Major sources of air pollutants are subject to more stringent, federally imposed permitting requirements,
including additional permits. Producing wells may generate volatile organic compounds and nitrogen oxides. If ozone
problems are not resolved by the deadlines imposed by the federal Clean Air Act, or on schedule to meet the
standards, even more restrictive requirements may be imposed, including financial penalties based upon the quantity
of ozone producing emissions. If we fail to comply strictly with applicable air pollution regulations or permits, we
may be subject to monetary fines and be required to correct any identified deficiencies. Alternatively, regulatory
agencies could require us to forego construction, modification or operation of certain air emission sources.

Clean Water Act.  The Clean Water Act requires permits for operations that discharge into waters of the United States.
Such permitting has been a frequent subject of litigation by environmental advocacy groups, which has resulted, and
may in the future result, in declines in such permits or extensive delays in receiving them. This may result in delays in,
or in some instances preclude, the commencement or continuation of development or production operations. Adverse
outcomes in lawsuits challenging permits or failure to comply with applicable regulations could result in the
suspension, denial, or revocation of required permits, which could have a material adverse impact on our cash flows,
results of operations, or financial condition.

We believe that we are in substantial compliance with current applicable environmental laws and regulations and that,
absent the occurrence of an extraordinary event, compliance with existing local, state, federal and international laws,
rules and regulations governing the release of materials in the environment or otherwise relating to the protection of
the environment will not have a material effect upon our business, financial condition or results of operations.

Research and Development Expenditures

We have not incurred any research or development expenditures in the last two fiscal years.

Patents and Trademarks

We do not own, either legally or beneficially, any patents or trademarks.

Employees and Consultants

At April 14, 2014, we had three employees.

We have no collective bargaining agreements with our employees, and believe all consulting and employment
agreements relationships are satisfactory.  We hire independent contractors on an as- needed basis, and we may retain
additional employees and consultants during the next twelve months, including additional executive management
personnel with substantial experience in the oil and gas exploration and development business.
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ITEM 1A. RISK FACTORS.

We Have a History of Losses and no Revenue to Date from our Oil and Gas Operations, Which May Negatively
Impact Our Ability to Achieve Our Business Objectives.

Since entering the oil and gas business in 2010, we have experienced losses from our operations.  Our ability to
become profitable will be dependent on the receipt of revenues from our oil and gas wells greater than our operational
expenses.  We did not actually acquire any oil and gas properties until 2011, and we have not received any revenues
from the wells on our properties.  We purchased the oil and gas rights to 1,220 acres of land in Knox County,
Kentucky in 2011, which contains ten shut-in wells.  Our wells are connected to a gas gathering system that we share
with approximately 125 other wells that are owned by the creditors of the former operator of the field.  We do not
need any additional capital to resume operations at the shut-in wells; however, we are dependent on the owner of the
other 125 wells in the field resuming operations, over which we have no control, before we can resume operations at
our wells.  Our geologist estimates that more wells could be drilled in our field, and we would need capital to drill the
wells if we decide to drill them ourselves.  We also need additional capital to make other acquisitions of oil and gas
properties.  If we cannot raise funds on acceptable terms, we may not be able to execute on our business plan, take
advantage of future opportunities, or respond to competitive pressures or unanticipated requirements. This may
seriously harm our business, financial condition and results of operations.  Further, if we elect to enter the medical
marijuana industry, of which there is no guarantee, we may elect to dispose of our oil and natural gas assets.

We have a Limited Operating History as an Oil and Gas Exploration Company, Which May Hinder our Ability to
Successfully Meet Our Objectives.

We have a limited operating history as an oil and gas company upon which to base an evaluation of our current
business and future prospects. We have only been actively engaged in the oil and gas and development business since
2010 and do not have an established history of locating and developing properties that have oil and gas reserves. As a
result, our ability to succeed in the oil and gas business is unproven. In addition, because of our limited operating
history, we have limited insight into trends that may emerge and affect our business. We may make errors in
predicting and reacting to relevant business trends and will be subject to the risks, uncertainties and difficulties
frequently encountered by early-stage companies such as ours. We may not be able to successfully address any or all
of these risks and uncertainties. Failure to adequately do so could cause our business, results of operations and
financial condition to suffer.  However, to date we have not had difficulty retaining experienced individuals on an
independent contractor basis.

Our Proposed Operations Require Significant Capital Expenditures for Which We Do Not Have Sufficient Funding,
And If We Do Not Obtain Additional Financing We May Lose Attractive Investment Opportunities.

While we do not need any additional capital to resume operations at our existing wells, we need additional capital to
make additional acquisitions of oil and gas properties.  If we cannot obtain financing on reasonable terms, we may not
be able to grow our business to a scale that will be profitable.

We May Be Forced To Raise Capital or continue to pay management in equity On Terms That Are Dilutive To
Existing Shareholders.

We must locate external sources of financing to meet our capital requirements to acquire new oil and gas properties
and invest in the wells drilled on our current property or to implement our business in the marijuana industry. Further,
Mr. Reed does not have an employment agreement.   In 2012, Mr. Reed received a stock grant of 70,000,000 shares of
common stock that was applied to accrued compensation of $223,859, an account payable of $32,550 due to an
affiliate of Mr. Reed for lease expense, and the balance as a stock award. In the future, we may continue to pay Mr.
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Reed in shares of common stock in lieu of a cash salary if we are unable to raise adequate capital or generate cash
from proceeds.   We do not have the existing resources to meet those capital requirements to implement our business
plan or pay Mr. Reed.  We are actively considering the following methods of obtaining the capital we need:

● private placements of our common stock,

11

Edgar Filing: NEXT GENERATION ENERGY CORP. - Form 10-K

14



● sales of interests in entities established to own and hold producing wells,

● private offerings in ventures set up specifically to drill wells,

●

●

lines of credit from financial institutions or private individual investors or

continuing to compensate Mr. Reed in shares of common stock.

Any of these methods may result in substantial dilution to existing shareholders, either in the form of the issuance of
new share at less than market value or promises of rates of return to the new investor that depresses future earnings for
existing shareholders.  If we obtain financing through a line of credit, we will likely be required to pledge all of our
assets, which could result in the loss of our properties if we default on the loan.  We may not be able to locate new
financing on terms that are not prejudicial to existing shareholders.

The Successful Implementation of Our Business Plan Is Subject To Normal Risks In The Drilling Of Gas Wells,
Which if Not Adequately Managed Could Result In The Loss Of Our Investment In Wells.
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