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Recently Acquired Eagle Ford Property Offers A
Number of Formations to Develop, Some With Low
Risk and/or Low Capital Requirements

Key Points

e The Company recently agreed to acquire a 97% working interest on
the Murphy Lease (2,637 acres) and an 85% working interest on
the Matthews Lease (2,629) for $4.3 million, below the current mar-
ket value of roughly $7.9 million.

e The Eagle Ford Shale formation is consistent across the area,
which considerably reduces the risk of non-economic wells. Based
on nearby properties owned by Petrohawk and Chesapeake En-
ergy, Eagleford can reasonably expect 4.0 million barrels of produc-
tion from the Eagle Ford formation at each lease site.

e The Company will commence drilling next month, drilling down to
the Edwards formation at each site. The evaluation of core sam-
ples from each formation should help determine the profitability and
returns on each formation, including which method of extraction is
required for the San Miguel oil on the Matthews Lease. CSS has a
NPV of $32.7 million, but requires a significant capital injection,
while waterflooding has a NPV of $227.7 million and requires little
additional capital.

e A number of major oil and gas producers are developing land in the
Eagle Ford area, including Anadarko, ConocoPhillips, Chesapeake,
Chevron, El Paso, EnCana, EOG Resources, ExxonMobil, and
Murphy Oil.  These companies are developing not only the Eagle
Ford Shale, but also Austin Chalk, Buda, and Edwards.

Valuation

We are initiating coverage of Eagleford Energy Inc. with a Buy rating
and $2.50 target price. Our target price is based on the NPV of produc-
tion in the Eagle Ford formation at the Matthews and Murphy Leases on
a per share basis, with 9.5 million shares added to the sharecount, at
$1.00 per share, to cover the cost of the initial wells at each lease and
associated general and administrative costs. Upon completion of the
initial drilling and core analysis, the Company should be able to deter-
mine its best course of action for moving forward, which includes how to
fund the production. As such, we have included only the Eagle Ford
formations in our target, and not the San Miguel formation due to the
huge variance in NPV and capital requirements or other potential for-
mations the Company will evaluate.

Business Summary

Eagleford Energy is an oil and gas company moving towards production
on its 5,266 acres in Zavala, Texas’ Eagle Ford Shale formation.
Eagleford is targeting production from the Eagle Ford Shale and San
Miguel formations at the Matthews Lease and the Eagle Ford Shale at
the Murphy Lease.

PLEASE SEE PAGES 14 & 15 FOR IMPORTANT DISCLOSURES
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COMPANY OVERVIEW

Eagleford Energy Inc. is an oil and gas company moving towards production on its land in Texas’ Eagle
Ford Shale formation. This formation is being widely developed by many of the larger U.S. producers,
due in part to the economics and the consistency of results across the formation. Eagleford is targeting
production from the Eagle Ford Shale and San Miguel formations at the Matthews Lease and the Eagle
Ford Shale at the Murphy Lease. These two leases total 5,266 acres and management is exploring the
acquisition of additional acreage in the region. On November 12, 2009, the Company changed its name
to Eagleford Energy Inc. Eagleford files relevant forms through SEDAR in Canada and acts as a foreign
issuer for reporting purposes with the SEC.

Eagle Ford Shale Formation—Zavala, Texas

Eagleford entered the Eagle Ford Shale play through two acquisitions, one completed and another near-
ing completion. On June 11, 2010, Eagleford acquired a 10% Net Revenue interest on the Matthews
Lease for $200,000, which was comprised of a $25,000 cash payment and a $175,000 5% note, with
$100,000 due February 28, 2011 and $75,000 due August 31, 2011. On August 23, 2010, it agreed to
acquire Dyami Energy LLC, a Texas-based company who holds interests in the Matthews Lease (75%
Net Revenue interest) and the Murphy Lease (90% Net Revenue interest above the Eagle Ford Shale
and 97% Net Revenue interest at/below the Eagle Ford Shale) for $4.1 million. Upon closing, the Com-
pany will pay Dyami 3.49 million shares of common stock priced at $0.90 per share and assume
$960,000 of 6% promissory notes. Based on its Working Interest, the current valuation of its acreage is
roughly $7.9 million (acreage in Zavala is currently available for $1,500 per acre from PLS, Inc.).

Stratigraphic Column—Eagle Ford Shale
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Figure 3. Columnar sections of Jurassic and Cretaceous stratigraphic units in southern and eastern Texas
{modified from Kosters and others, 1989)

Source: USGS Geological Survey Digital Data Series DDS-69-H
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COMPANY OVERVIEW (continued)

Matthews Lease

The Matthews Lease covers 2,629 gross acres of land in western Zavala County, Texas. This land fea-
tures two formations Eagleford believes can be immediately produced economically, the Eagle Ford
Shale (4,500 ft. True Vertical Depth [TVD]) and the San Miguel Sands (2,600ft. to 2,900ft. TVD). Upon
the close of the Dyami acquisition, Eagleford will hold an 85% Net Revenue interest in the lease, which
can be reduced to 69% after producing $15 million in revenue on the land.

Eagleford is scheduled to spud a well into the San Miguel formation in September 2010, and commence
a horizontal well with a projected lateral length of at least 2,500 feet into the Eagle Ford Shale by Janu-
ary 1, 2011. The well will be drilled vertically, reaching the Edwards formation at approximately 6,300
TVD, which will allow the Company to evaluate the production potential for a number of additional forma-
tions being developed by other companies in the area, including Austin Chalk, Buda, and Edwards,
along with obtaining additional information on San Miguel. Failure to reach the Eagle Ford Shale by
January 1, 2011, gives OGR the option to reacquire the leasehold rights below the San Miguel Sands for
$100 per acre, which is well below current market price.

Matthews Lease Interest Structure

Matthews Lease Area
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COMPANY OVERVIEW (continued)

Eagle Ford Shale
Management believes the Eagle Ford Shale, its first target, will mimic the results of Petrohawk’s Red

Hawk Area, which surrounds the Matthews Lease.

Petrohawk’s recent drill results from its Mustang

Ranch “C” #1H well showed initial production of 355bopd and 40Mcf/d at a depth of approximately 5,800
feet, inline with the results from its first well in the area, Mustang Ranch #1H, which demonstrated initial
flow rates of 350bopd and 40Mcf/d. As a result, Eagleford expects to see similar results from the Eagle
Ford Shale on Matthews, which would lead to an Expected Ultimate Reserves (EUR) of 4.0 million bar-
rels, based on drilling 20 horizontal wells spaced at 125 to 140 acres. We will use the upper range of
Petrohawk’s expected drilling costs of between $4.0 and $4.5 million per well for our model.

San Miguel Sands
The second target on the Matthews Lease is the San Miguel Sands (aka Little Tom Field Heavy Oil),
which has produced roughly 100,000 barrels to date and is split into five types of sands, A, B, C, D1 and
D2; the D1 sands are the initial target. The timing of development will be dependent on data derived
from the initial well drilled into the Eagle Ford formation, specifically on the API gravity of the oil. Three
wells drilled prior to Eagleford/Dyami showed gravity levels of 12, 16, and 18.

Should the results show lower levels of gravity, around 12, the Company would be required to use cyclic
steam stimulation (CSS). This was the basis of a study conducted by the RPS Group, who took the con-
servative approach on this formation and found a EUR of 6,843,500 barrels on 320 acres based on 149
well locations in five spot patterns at 5 acre spacing. This method of recovery has higher capital costs,
with up to $50.0 million in facility expenses and a total cost per well of roughly $450,000.

Higher API gravity levels would enable Eagleford to use the waterflooding method on roughly 1,350
acres. This was the basis of a study by William M. Cobb & Associates, who found a EUR of roughly
19.5 million barrels on 295 wells using a five spot well formation with 10 acre spacing. The EUR is
based on 67 million barrels of oil in place with an estimated 29.3% recoverable using the aforemen-
tioned spacing. Compared to the CSS method, this option would require significantly less in capital ex-
penditures, at roughly $400,000 per well and $12.5 million in facility expenses.
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COMPANY OVERVIEW (continued)

Murphy Lease
The Murphy Lease covers 2,637 gross acres of land in northeast Zavala County, Texas. Similar to the

Matthews Lease, Murphy features two target formations at shallower levels that management believes
can be produced economically, the Eagle Ford Shale (4,200 ft. TVD) and the San Miguel Sands (2,300
ft. TVD). Despite the economics in the San Miguel region Eagleford will not target these sands immedi-
ately, and as a result we have included no value from this formation in our model. Upon the close of the
Dyami acquisition, Eagleford will hold a 90% Net Revenue interest in the area above the Eagle Ford lo-
cation and 97% Net Revenue interest in the area at or below the Eagle Ford formation.

Murphy Lease Interest Structure

Austin Chalk & Above Eagle Ford Shale & Below
Murphy Lease Revenue (MuLR) Murphy Lease Revenue (MuLR)
100% 100%
Royalty Expense Royalty Expense
25% Gross 25% Gross
Net MuLR Net MuLR
75% of Gross 75% of Gross
Eagleford Private Owner Eagleford* Private Owner

90% of Net MuLR 10% of Net MuLR 97% of Net MuLR 3% of Net MuLR
(67.5% of MuLR) (7.5% of MuLR) (72.75% of MuLR) (2.25% of MuLR)

*Eagleford is obligated to pay the entire drilling cost of the first well, but will pay 97% on subsequent activity.

Eagle Ford Shale

Due to the consistent nature of the Eagle Ford Shale formation, management believes this portion of the
Murphy Lease should produce results similar to that found in other portions of Zavala County. On Au-
gust 3, 2010, Chesapeake Energy reported results on its Traylor North 1H well, located approximately 5
miles south of the Murphy Lease, produced peak flow rates of 300 mcf/d and 930 bopd. Given these
rates we are using the more conservative initial 350bopd rate found by Petrohawk in western Zavala
county. Using these assumptions, we estimate a EUR of 4.0 million barrels, based on 20 horizontal
wells at a capex cost of $4.5 million per well.

Other Operations

The Company owns a 0.5% non-convertible overriding royalty (NCOR) in a natural gas well located in
the Haynes area of Alberta, Canada; a 0.3% net smelter return royalty on eight mining claims in Red
Lake, Ontario, which is carried on the Balance Sheet at no cost; and, via its 1354255 Alberta Ltd. sub-
sidiary, a 5.1975% working interest in a natural gas unit located in the Botha area of Alberta, Canada.
1354155 Alberta Ltd. was acquired on February 27, 2009, for a total cost of $455,528, which was paid
with 8,910,564 shares priced at $0.05 per share and 8,910,564 five-year warrants with an exercise price
of $0.07 per share. We expect little revenue, less than $50,000 per quarter, from these assets on a go
forward basis.
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EAGLE FORD SHALE RESOURCE

The Eagle Ford Shale is a Cretaceous age oil and natural gas producing formation that stretches from
Laredo, Mexico northeast into eastern Texas, with the bounds on all sides of the formation expanding as
exploration continues (see below). The expanding size is due to the resource play nature of the forma-
tion, where the source rock and reservoir rock are the same and hold rich organic matter over a large
continuous expanse and thick vertical section. The Eagle Ford Shale is located stratigraphically above
the Buda Limestone and below the Austin Chalk, as seen on page 2. The Eagle Ford Shale is produc-
tive in this area of South Texas at depths ranging approximately from 4,000 feet to 14,000 feet, with
thickness of 50 to 225 feet. There are two sub-plays in the Eagle Ford formation, the up-dip which in-
cludes crude oil and gas reservoirs, and down-dip which contains larger natural gas-only reservoirs.
Other resource shale plays include the Haynesville/Bossier Shale, Barnett Shale, Fayetteville Shale,
Woodford Shale, and Marcellus Shale. The appeal of the resource play is that the continuous formation
reduces the economic risk as the results from one well are not dependent on the success of others. The
key difference to resource production from the resource as compared to conventional production is the
use of horizontal drilling, which provides greater exposure to the resource, and hydraulic fracturing.

The discovery of the Eagle Ford Shale formation was announced on October 21, 2008, by Petrohawk
Energy Corporation, who released the results of its discovery well in the Hawkville Field in La Salle
County, Texas. The initial well was drilled to a TVD of 11,300 feet, with a 3,200 foot horizontal well
drilled into the Eagle Ford Shale formation. This well began production in October 2008 at a rate of
7,600 mcf/d and 250 bbl/d. Since then, there has been a land grab by many of the large oil and gas pro-
ducers, including Anadarko, ConocoPhillips, Chesapeake, Chevron, El Paso, EnCana, EOG Resources,
ExxonMobil, and Murphy Oil.

Eagleford Energy’s holdings in Zavala County are on what would now be considered the northern edge
of the up-dip, making it an oil and gas resource. The net acreage in Zavala is relatively closely held,
with owners including Eagleford, Petrohawk, via its 87,000 net acre Red Hawk property, and Chesa-
peake, who owns 550,000 net acres in the Eagle Ford Shale formation including rights near the Murphy
Lease. There is also 26,500 acres available for lease at $1,500 per acre, which would value Eagleford’s
holdings at roughly $7.9 million, or well below the nearly $4.3 million it recently paid for the rights.

Eagle Ford Shale Formation
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MANAGEMENT TEAM & DIRECTORS

Age Position(s) Compensation Shares  Options/Warrants

James Cassina 53 President, Director N/A 6,032,523 6,032,523

Mr. Cassina was appointed President in June 2010 and has been a Director since February 2010 and is
a business consultant in the business development, M&A, and corporate financing spaces. Mr. Cassina
has worked in the power sector in India and the North American oil and gas space for much of his ca-
reer, most recently as Chairman of Assure Energy (OTC: ASUR), which was acquired by Geocan En-
ergy Inc.

Eric Johnson 44 VP of Operations N/A 2,300,000 2,000,000

Mr. Johnson joined Eagleford as VP of Operations concurrent with the Dyami acquisition in August
2010. Mr. Johnson will manage day-to-day operations in Texas and brings management expertise from
upstream and midstream operations in Tennesse, Kentucky, Louisiana, and Texas.

Colin McNeil Director $0 0 0

Mr. McNeil joined the Board in June 2010 and brings 40 years experience as a geophysicist in the oil
and gas sector. Mr. McNeil has managed exploration programs and structured technical assessments
for companies in the Middle East, Africa, Asia, Central and South America, the Arctic, and Canada.

Milton Klyman 84 Director $0 50,000 50,000

Mr. Klyman has been a Director since November 1996 and has served as a Director of 1354166 Alberta
since February 27, 2009. Mr. Klyman is a self-employed financial consultant and previously served as
Company Treasurer from 2003 through 2007.

Gar Wood Securities Page 7 of 15
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RISKS

History of Losses

Prior to the Eagle Ford acquisitions, the Company had a history of losses from its smelting and natural
gas assets, neither of which would have turned Eagleford profitable. There is no guarantee that the Ea-
gle Ford properties will generate sufficient cash to turn the Company profitable.

Capital Needs & Dilution

Eagleford will need to raise a significant amount of funds to begin drilling into the Matthews and Murphy
Leases and start production of the Eagle Ford formation. The timing and extraction method of other for-
mations could result in the Company needing to raise additional funds, which could dilute current share-
holders.

Commodity Prices

Much of the Company’s profits are dependent on oil prices, which can be influenced by a vast array of
variables, including global GDP growth, weather, actions of OPEC, government regulations, the avail-
ability and price of alternative fuels, global exploration and production, and oil inventories and demand.

Limited Personnel

The Company has a limited management and technical staff, along with a three person Board. As it
moves towards production and profitability, it may need to add technical, operational, and financial per-
sonnel, as well as a more robust Board.

llliguid Common Stock
Eagleford’s common stock is illiquid with an average daily volume of only 2,000 shares, which may
make it difficult to sell shares without incurring a significant price discount.

VALUATION

We are initiating coverage of Eagleford Energy Inc. with a Buy rating and $2.50 target price. Our target
price is based on the NPV of production in the Eagle Ford formation at the Matthews and Murphy
Leases on a per share basis, with 9.5 million shares added to the sharecount, at $1.00 per share, to
cover the cost of the initial wells at each lease and associated general and administrative costs. Upon
completion of the initial drilling and core analysis, the Company should be able to determine its best
course of action for moving forward, which includes how to fund the production. As such, we have in-
cluded only the Eagle Ford formations in our target, and not the San Miguel formation due to the huge
variance in NPV and capital requirements or other potential formations the Company will evaluate.
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Eagleford Energy Inc. Initial Report - 08/24/10

HISTORIC INCOME STATEMENT

(in thousands of Canadian Dollars, except EPS)

2007 2008 2009

Revenue 1 0 56
Royalties - - (0)
Net Revenue 1 0 56
Production Costs - - 83
Depletion 0 0 27
Gross Profit 1 0 (54)
SG&A 40 50 171

Write down of O&G Interests 1 1 106

Operating Income (40) (51) (331)
Interest, Net 0 - 2
Income Before Taxes (40) (51) (329)
Income Taxes - - -
Net Income (40) (51) (329)
Basic EPS (0.01) (0.01) (0.02)
Basic S/O 6,397 7,955 17,646

Diluted EPS (0.01) (0.01) (0.02)
Diluted S/O 6,397 7,955 17,646
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Eagleford Energy Inc. Initial Report - 08/24/10

HISTORIC BALANCE SHEET

(in thousands of Canadian Dollars)

2007 2008 2009

Cash & Equivalents 1 203 173
Marketable Securities 0 0 0
Other Receivables 8 5 20
Current Assets 9 208 193
Oil and Gas Interests 1 0 407
Total Assets 10 208 600
Accounts Payable 263 72 153
Income Taxes Payable - - 10
Loans Payable 230 230 168
Current Liabilities 493 302 331
Asset Retirement Obligations - - 4
Total Liabilities 493 302 334
Share Capital 166 468 825
Warrants - 101 431
Contributed Surplus - 38 38
Retained Earnings (649) (700) (1,029)
Total Equity (483) (93) 266
Total Equity & Liabilities 10 208 600
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Eagleford Energy Inc. Initial Report - 08/24/10

HISTORIC STATEMENT OF CASH FLOWS

(in thousands of Canadian Dollars)

2007 2008 2009

Net Income (40) (51) (329)
Depletion & Accretion 0 0 27
Write down of O&G Interests 1 1 106
Other Receivables (3) 2 (9)
Accounts Payable 41 (3) 33
Income Taxes Payable - - -
Cash From Operating Activities (0) (50) (172)
Oil & Gas Interests - - (10)
Capital Investment - 1354166 Alberta Ltd. - - 90
Cash From Investing Activities - - 80
Repayment - 1354166 Alberta Ltd. Note - - (118)
Proceeds - Private Placement, Net - 252 180

Proceeds - Warrants - -
Common Shares to be Issued - - -

Cash From Financing Activities - 252 62
Net Change in Cash (0) 202 (30)
Cash, Beginning 1 1 203
Cash, Ending 1 203 173
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Eagleford Energy Inc. Initial Report - 08/24/10

DISCLOSURES
Distribution of Ratings

I.B. last 12 months

Rating Count Percent Count Percent
BUY 11 92% 1 9%
HOLD 1 8% 0 00%
SELL 0 00% 0 00%
NO RATING 0 00% 0 00%

Explanation of Ratings

BUY: Describes stocks we expect to provide a total return (capital appreciation + yield) of 15% or more
in the next 12-month period.

HOLD: Describes stocks we expect to provide a total return (capital appreciation + yield) of plus or minus
15% or more in the next 12-month period.

SELL: Describes stocks we expect to provide a total negative return (capital depreciation + yield) of 15%
or more in the next 12-month period.

NO RATING: Describes stocks that have their investment rating and/or target price temporarily removed for

fundamental or compliance-based reasons.

Analyst Certification

I, William Gregozeski, certify that all of the views expressed in this research report accurately reflect my personal
views about the subject security and subject company. | also certify that no part of my compensation was, is, or will
be, directly or indirectly, related to the specific recommendations or views expressed in this research report.

The analyst responsible for the coverage of the security discussed in this report receives compensation based in

part on the overall performance of the firm, including investment banking income. Gar Wood Securities seeks to
update its research as appropriate, but various regulations may prevent Gar Wood Securities from doing so.

Other Disclosures

Company Disclosures
Eagleford Energy Inc. 3,6,8

1.  Gar Wood Securities makes a market in the security of the subject company.

2. The analyst serves as an officer, director, or advisory board member of the subject company.

3. The analyst or a member of the analyst’s household has a financial interest in the securities of the subject com-
pany, including, but not limited to a long position, short position, rights, warrants, futures, or options.

4. Gar Wood Securities or an affiliate of Gar Wood Securities has managed or co-managed a public offering of the
security of the subject company in the last 12 months.

5. Gar Wood Securities or an affiliate of Gar Wood Securities has received compensation for investment banking
services from the subject company in the last 12 months.

6. Gar Wood Securities expects to receive or intends to seek compensation for investment banking services from
the subject company in the next three months.

7. Gar Wood Securities or an affiliate of Gar Wood Securities beneficially own 1% or more of the common stock of
the subject company as calculated in accordance with Section 13(d) of the Securities Exchange Act of 1934.

8. The subject company is, or during the past 12 months was, a client of Gar Wood Securities, which provided non
-investment banking, securities-related services to, and received compensation from, the subject company for
such services.

9. An affiliate of Gar Wood Securities received compensation from the subject company for products or services
other than investment baking services during the past 2 months.
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Eagleford Energy Inc. Initial Report - 08/24/10

DISCLOSURES (continued)

Other Disclosures

This report was prepared for general circulation and does not constitute a personal recommendation or take into
account the particular investment objectives, financial situations, or needs of individual clients. The securities dis-
cussed in the report may not be suitable for all investors and investors should consider whether any recommenda-
tion in this report is suitable for their particular circumstances and, if appropriate, seek professional advice, including
tax advice. The price and value of the investments referred to herein and the income from them may fluctuate.
Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original
capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income
derived from, certain investments.

Rating History

Rating & Target Price History for Eagleford Energy (EFRDF) as of 08/24/10
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Gar Wood Securities’ research reports are disseminated and available electronically, and in some cases, printed
form. Electronic research is simultaneously available to all clients. This report or any portion herein may not be
reprinted, sold or redistributed without the written consent of Gar Wood Securities. For information on how to be
added to Gar Wood's research distribution list please contact:

Jackson Spears Robert S. Jersey
Director of Research President
250 E. Wisconsin Ave., Suite 1800 440 S. LaSalle St., Suite 2201
Milwaukee, W1, 53202 Chicago, IL 60605
Office: 414-289-7176 Office: 312-566-0741
JSpears@garwoodsecurities.net BJersey@garwoodsecurities.net

Gar Wood Securities, LLC
440 S. LaSalle St., Suite 2201, Chicago, IL 60605
Office: 312-566-0741 Fax: 312-566-0750
www.garwoodsecurities.net

Gar Wood Securities, LLC is a member of FINRA | SIPC | NFA
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