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GENERAL

In this Annual Report, references to “we”, “us” utd, the “Company”, and “Eagleforadthean Eagleford Energy Inc., and its subsidiariaka:
the context requires otherwise.

We use the Canadian dollar as our reporting cuyrand our financial statements are prepared inrdeome with Canadian generally acce
accounting principles. Note 17to our annual comlsdéd financial statements provides a reconciliatib our financial statements to Uni
States generally accepted accounting principlelsm@inetary references in this document are to Ganadollars, unless otherwise indica
All references in this document to “dollars” or “8f “CDN$” mean Canadian dollars, unless otheninsicated, and references to “US$kar
United States dollars.

Except as noted, the information set forth in thiswual Report is as of January 31, 2012 and atirmftion included in this document shc
only be considered accurate as of such date. Guindxss, financial condition or results of operatiomy have changed since that date.

NOTE REGARDING FORWARD-LOOKING STATEMENTS

Much of the information included in this Annual Repis based upon estimates, projections or otfieward-looking statements'Suct
forwarddooking statements include any projections or esté® made by us and our management in connectthnowi business operatio
These statements relate to future events or ourduinancial performance. In some cases you cantify forwardiooking statements |
terminology such as “may”, “should”, “expects”, guls”, “anticipates”, “believes”, “estimates”, “piiets”, “potential” or “continue”or the
negative of those terms or other comparable terdmgyo While these forwartboking statements, and any assumptions upon wihiei ar:
based, are made in good faith and reflect our ntijrelgment regarding the direction of our businessual results will almost always ve
sometimes materially, from any estimates, predistjgrojections, assumptions or other future peréomrce suggested herein. Such estir
projections or other forwartboking statements involve various risks and uraeties and other factors, including the riskshia section title
“Risk Factors”below, which may cause our actual results, levéksctvities, performance or achievements to beenty different from an
future results, levels of activity, performanceashievements expressed or implied by these forlwanking statements. We caution the rei
that important factors in some cases have affeatet] in the future, could materially affect actuasults and cause actual results to c
materially from the results expressed in any sustimates, projections or other forwdabking statements. Although we believe that
expectations reflected in the forwdmbking statements are reasonable, we cannot gieardinture results, levels of activity, performare
achievements. Except as required by applicable ilasltiding the securities laws of the United States do not intend to update any of
forward-looking statements to conform those statemt actual results.

The statements contained in Item 4 — “Informationtlve Company”, Item 5 — “Operating and FinanciaView and Prospects” and Item 41
“Quantitative and Qualitative Disclosures About Metr Risk” are inherently subject to a variety of risks andartainties that could cat
actual results, performance or achievements terdsifynificantly.
PART |
ITEM 1 IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISORS
A DIRECTORS AND SENIOR MANAGEMENT
Not applicable. This Form -F is being filed as an Annual Report under theHaxge Act.
B. ADVISERS
Not applicable. This Form -F is being filed as an Annual Report under thehaxge Act.
C. AUDITORS

Not applicable. This Form -F is being filed as an Annual Report under thehaxge Act.




ITEM2 OFFER STATISTICS AND EXPECTED TIMETABLE

A. OFFER STATISTICS

Not applicable. This Form -F is being filed as an Annual Report under theHaxge Act.

B. METHOD AND EXPECTED TIMETABLE

Not applicable. This Form -F is being filed as an Annual Report under theHaxge Act.

ITEM3 KEY INFORMATION

A. SELECTED FINANCIAL DATA

The following table presents selected financialada@g¢rived from our Audited Consolidated Financitdt@ments for the fiscal years en
August 31, 2011, 2010, 2009, 2008 and 2007. Youwlsheead this information in conjunction with oundited Consolidated Financ
Statements and related notes (Item 17), as wdleas 4: “Information on the Company” and Item ®gerating and Financial Review ¢
Prospects” of this Annual Report.

Our consolidated financial statements have beepapeel in accordance with Canadian generally acdegteounting principles Canadia
GAAP”) in Canadian dollars. Note 17 to the audited ancoakolidated financial statements provides desoriptof material measurem

differences between Canadian GAAP and US genesaltgpted accounting principles (“US GAARY they relate to us and a reconciliatic
our consolidated financial statements to US GAAP.

The selected consolidated statement of operatiates skt forth below for the years ended Augus®281,1, 2010, 2009, 2008 and 2007anc
selected consolidated balance sheet informatiorfastt below as of August 31, 2011, 2010, 2009, &@mhd 2007 is derived from ¢
consolidated financial statements, which have lzgtited by Schwartz Levitsky Feldman LLP, Charteéedountants, Toronto, Canada al
which are attached to and forming part of this AadriReport under Item 17 — Financial Statements.

EAGLEFORD ENERGY INC.
Presented Pursuant to Canadian Generally Acceptedasounting Principles
(STATED IN CANADIAN DOLLARS)

YEARS ENDED AUGUST 31,

CONSOLIDATED STATEMENT OF

OPERATIONS DATA 2011 2010 2009 2008 2007
Revenue $ 71,78¢ $ 105,37 $ 56,19¢ $ 292 % 637
Income (loss) from oil and gas operati (18,96)) (35,58¢) (53,62¢) 26¢ 541
Administrative expense 741,59¢ 653,15: 276,81! 50,78: 40,69:
Operating loss for the ye 760,55 (688,739 (330,44) (50,519 (40,150
Interest incom - 30 1,58( - 20t
Gain on disposal of marketable securi 8,00( - - - -
Net loss and comprehensive loss for the (752,55) (688,709 (328,86.) (50,519 (39,945
Loss per common share basic and dilt (0.0.29 (0.02¢) (0.019 (0.00¢) (0.00¢)
Weighted average common shares outstan 31,927,22 24,687,13 17,646,29 7,955,48 6,396,73!
CONSOLIDATED BALANCE SHEET
INFORMATION
Working capital (deficiency (4,870,62) (744,267) (137,379 (93,639 (483,86()
Total assets 9,478,22 6,107,45. 600,32° 208,48t 9,74¢
Total shareholde’ equity (deficiency 4,220,29! 4,239,77 265,99« (93,18¢) (482,86()




The following table sets forth our selected cortatild financial data as set forth in the precethide, as reconciled pursuant to United S
Generally Accepted Accounting Principles:

EAGLEFORD ENERGY INC.
Presented Pursuant to United States Generally Accégrd Accounting Principles
(STATED IN CANADIAN DOLLARS)

YEARS ENDED AUGUST 31,

CONSOLIDATED STATEMENT OF

OPERATIONS DATA 2011 2010 2009 2008 2007

Revenue $ 71,78¢ $ 105,37* $ 56,19¢ $ 29z % 637
Income (loss) from oil and gas operati (18,96)) (35,58¢) (53,62¢) 26¢ 541
Administrative expense 741,59¢ 653,15: 276,81! 50,78: 40,69:
Operating loss for the ye (760,55)) (688,739 (330,44) (50,519 (40,150
Interest incom - 30 1,58( - 20t
Gain on disposal of marketable securi 8,00( - - - -
Net loss and comprehensive loss accordir

Canadian GAAF (752,55 (688,709 (328,86)) (50,519 (39,949
Additional impairment of oil and gas intere (170,000 (50,000 (73,63¢) - -
Comprehensive loss according to US GA (922,55) (738,709 (402,499 (50,519 (39,949
Net loss per common share basic and dili

according to US GAAI (0.029 (0.030 (0.029) (0.006) (0.006)
Shares used in the computation of basic

diluted earnings per sha 31,927,22 24,687,13 17,646,29 7,955,48 6,396,73!

CONSOLIDATED BALANCE SHEET
INFORMATION

Working capital (deficiency (4,870,62) (744,267) (137,379 (93,639 (483,86()
Total assets per Canadian GA 9,478,22 6,107,45: 600,32 208,48t 9,74¢
Additional impairment of oil and gas intere (170,000 (50,000 (73,639 - -
Total assets per US GAA 9,308,22 6,057,45 526,68 208,48t 9,74¢
Total shareholde’ equity (deficiency) pe

Canadian GAAF 4,220,29! 4,239,77 265,99: (93,18¢) (482,86()
Additional impairment of oil and gas intere (170,000 (50,000 (73,639 - -
Total shareholde’ equity (deficiency) per U.

GAAP 4,050,29! 4,189,77 192,35t (93,18¢) (482,86()

OTHER CONSOLIDATED
FINANCIAL DATA

Cash flow provided by (used ir

Operating activitie! 53,157 (219,320 (172,33) (50,419 (26¢)

Investing activities (3,196,43) (21,22%) 80,49¢ - -

Financing activitie: 3,264,77. 111,41¢ 62,01: 252,18t -

Differences between Generally Accepted Accountingridciples (GAAP) in Canada and the United States

For the year ended August 31, 2011 the preparafimur Audited Consolidated Financial Statementadoordance with Canadian GAAP v
a reconciliation to US GAAP recorded an additiangbairment in oil and gas interests of $170,00@@nconsolidated balance sheet and o
consolidated statement of operations and compreleetass. For the year ended August 31, 2010 tepagration of our Audited Consolida
Financial Statements in accordance with Canadia’\/S#vith a reconciliation to US GAAP recorded an iiddal impairment in oil and g
interests of $50,000 on the consolidated balaneetséind on the consolidated statement of operatindscomprehensive loss.. For the
ended August 31, 2009 the preparation of our Addi@onsolidated Financial Statements in accordanitke @anadian GAAP with
reconciliation to US GAAP recorded an additionapaitment in oil and gas interests of $73,638 oncitresolidated balance sheet and ot
consolidated statement of operations and compreretsss. For the years ended August 31, 2008 &3F 2he preparation of our Audit
Consolidated Financial Statements in accordance W& GAAP would not have resulted in differenceshe consolidated balance shee
consolidated statement of operations and comprareifsss from our Audited Consolidated Financiaht8inents prepared using Cana
GAAP. Recently Issued United States Accountiran8ards are included in Note 17 to our August ®1,12Audited Consolidated Financ
Statements.




Exchange Rate Information

The exchange rate between the Canadian dollarmend.S. dollar was CDN$1.00 per US$1.005 (or USH8 jier CDN$1.00) as of January
2012.

The average exchange rates for the periods indidaow (based on the daily noon buying rate fdnedransfers in New York City certifi
for customs purposes by the Federal Reserve BaNkewfYork) are as follows:

YEARS ENDED AUGUST 31,

2011 2010 2009 2008 2007
Average exchange rate CDN$ per US$] 0.978: 1.064( 1.0967 1.063: 1.056(
Average exchange rate US$ per CDN$! 1.021% 0.936( 0.903: 0.936¢ 0.944(

The high and low exchange rates between the Camaldibar and the U.S. dollar for each of the sixnths ended January 31, 2012 ar
follows:

Exchange rate CDN$ per US$1.0

Month Low High

January 201: 0.998¢ 1.024¢
December 201 1.010¢ 1.040:
November 201: 1.020( 1.048:
October 201: 0.993: 1.060¢
September 201 0.975: 1.038¢
August 2011 0.959:¢ 0.990¢
B. CAPITALIZATION AND INDEBTEDNESS

Not Applicable. This Form :-F is being filed as an Annual Report under theHaxge Act.
C. REASONS FOR THE OFFER AND USE OF PROCEDS

Not Applicable. This Form Z-F is being filed as an Annual Report under theiaxge Act.
D. RISK FACTORS

Our securities are highly speculative and subjectat a number of risks. You should not consider an irsstment in our securities unles
you are capable of sustaining an economic loss dfet entire investment. In addition to the other infemation presented in this Annua
Report, the following risk factors should be giverspecial consideration when evaluating an investmein our securities.

General Risk Factors

Going Concern.We require additional capital which may not be klde to us on acceptable terms, or at all. Bbth exploration ar
development of oil and gas reserves can be cdptedsive businesses. We have accumulated signifloases and negative cash flows f
operations in recent years which raises doubt @bdovalidity of the going concern assumption. AsAagust 31, 2011, we had a work
capital deficiency of $4,870,621 and an accumuldgitit of $2,469,792. We do not have sufficiamds to meet our liabilities for the enst
twelve months as they become due. In assessinghethéie going concern assumption is appropriatetake into account all availal
information about the future, which is at leastt bat limited to, twelve months from August 31, 20Dur ability to continue operations
fund its liabilities is dependent on our abilitygecure additional financing and cash flow. Wepmnesuing such additional sources of finan
and cash flow to fund our operations and obligaiand while we have been successful in doing ghdmast, there can be no assuranc
will be able to do so in the future. We intend &isfy any additional working capital requiremefitan cash flow and by raising capital throl
public or private sales of debt or equity secusitidebt financing or shotérm loans, or a combination of the foregoing. Wéwe no currel
arrangements for obtaining additional capital, aray not be able to secure additional capital, oreoms which will not be objectionable to
or our shareholders. Under such circumstancesfailure or inability to obtain additional capitah acceptable terms or at all could ha
material adverse effect on us.




We have a history of losses and a limited operatimigtory as an oil and gas exploration and develogmh company which makes it mc
difficult to evaluate our future prospects.To date, we have incurred significant losses.N&fee a limited operating history upon which
evaluation of us and our lortgrm prospects might be based. We are subjecetdsks inherent in the oil and gas industry, al asthe mor
general risks inherent to the operation of an distadd business. We and our prospects must badawad in light of the risks, expenses
difficulties encountered by all companies engagethe extremely volatile and competitive oil and gaarkets. Any future success we m
achieve will depend upon many factors, includingtdes, which may be beyond our control. Theseofactmay include changes
technologies, price and product competition, dgwelents and changes in the international oil andhga&et, changes in our strategy, cha
in expenses, fluctuations in foreign currency exdearates, general economic conditions, and ecanand regulatory conditions specific
the areas in which we compete. To address theks, nve must, among other things, comply with eminental regulations; expand

portfolio of proven oil and gas properties and rige additional working interests and prospecttipigiations; and expand and repl
depleting oil and gas reserves.

We have significant debt which may make it morefidiilt for us to obtain future financing or engagé business combination transactior

We have significant debt obligations. The degre&vhich this indebtedness could have consequemicasur future prospects includes
effect of such debts on our ability to obtain fineng for working capital, capital expenditures ogaisitions. The portion of available cash f
that will need to be dedicated to repayment of lmeéness will reduce funds available for expansidihwe are unable to meet our d
obligations through cash flow from operations, waynbe required to refinance or adopt alternativategies to reduce or delay cay
expenditures, or seek additional equity capital.

Our future operating results are subject to flucttian based upon factors outside of our controlOur operating results may in the ful
fluctuate significantly depending upon a numbeffagftors including industry conditions, oil and garices, rate of drilling success, rate:
production from completed wells and the timing apital expenditures. Such variability could haveaerial adverse effect on our busin
financial condition and results of operations.atidition, any failure or delay in the realizatioheapected cash flows from operating activi
could limit our future ability to participate in pboration or to participate in economically attigetoil and gas projects.

Our operating results will be affected by foreige@hange rates. Since energy commaodity prices are primarily piae US dollars, a portic
of our revenue stream and a portion of our expeasesincurred in US dollars and they are affectgdUbS./Canadian dollar exchar
rates. We do not hedge this exposure. While te thés exposure has not been material, it mayrbecso in the future.

Our inability to manage our expected growth couldve a material adverse effect on our business ofiers and prospects.We may b
subject to growtlrelated risks including capacity constraints anespure on our internal systems and controls. Tiigyalo manage growt
effectively will require us to continue to implemeand improve our operational and financial systemd to expend, train and manage
employee base. The inability to deal with this gitowould have a material adverse impact on oumlessi, operations and prospects.

To compete in our industry, we must attract andait qualified personnel. Our ability to continue our business and to depel competitiv
edge in the marketplace depends, in large pargusrability to attract and retain qualified managemand personnel. Competition for s
personnel is intense, and we may not be able tacatind retain such personnel which may negativebact our share price. We do not h
key-man insurance on any of our employees, directorsenior officers and we do not have written emplegtmagreements with any of
employees, directors or senior officers.

We must continue to institute procedures designedvoid potential conflicts involving our officerand directors.Some of our directors a
officers are or may serve on the board of directérsther companies from time to time. Pursuarnth®provisions of the Business Corporat
Act ( Ontario ), our directors and senior officers must disclosaterial interests in any contract or transaction groposed contract
transaction) material to us. To avoid the possjbdf conflicts of interest which may arise outtbkir fiduciary responsibilities to each of
boards, all such directors have agreed to abstaim fvoting with respect to a conflict of interesttiveen the applicable companies
appropriate cases, we will establish a special citt@enof independent directors to review a mattewhich several directors, or member
management, may have a conflict.




We rely on the expertise of certain persons and trinsure that these relationships are developed andintained. We are dependent on
advice and project management skills of varioussatiants and joint venture partners contracted $yrom time to time. Our failure
develop and maintain relationships with qualifieshsultants and joint venture partners will haveaamal adverse effect on our business
operating results.

We must indemnify our officers and directors agatrertain actions. Our articles contain provisions that state, stttje applicable law, w
must indemnify every director or officer, subjectthe limitations of the Business Corporations A€intario ), against all losses or liabiliti
that our directors or officers may sustain or incuthe execution of their duties. Our articlesttier state that no director or officer will
liable for any loss, damage or misfortune that nagpen to, or be incurred by us in the executiohi®fiuties if he acted honestly and in ¢
faith with a view to our best interests. Such latiins on liability may reduce the likelihood didation against our officers and directors
may discourage or deter our shareholders from smimgfficers and directors based upon breachésedf duties to us, though such an ac
if successful, might otherwise benefit us and dwarsholders.

We do not currently maintain a permanent placeusiess within the United States. A majority of dinectors and officers are nationals
residents of countries other than the United Stated all or a substantial portion of such persasskts are located outside the United S
As a result, it may be difficult for investors taferce within the United States any judgments atgdiagainst our company or our officer
directors, including judgments predicated upondik@ liability provisions of the securities lawg the United States or any state thereof.

The global financial crisis is expected to causeneéeum and natural gas prices to remain volatilerfthe near future. Recent market evet
and conditions, including disruptions in the intgfanal credit markets and other financial systemd the deterioration of global econo
conditions, have caused significant volatility tmmamodity prices. These conditions are continuincausing a loss of confidence in the bro
U.S. and global credit and financial markets argiilteng in the collapse of, and government intetiemin, major banks, financial institutic
and insurers and creating a climate of greatertiibjaless liquidity, widening of credit spreads,lack of price transparency, increased c
losses and tighter credit conditions. Notwithstagdivarious actions by governments, concerns ablmitgeneral condition of the cap
markets, financial instruments, banks, investmetkb, insurers and other financial institutionssealithe broader credit markets to fur
deteriorate and stock markets to decline substhntiihese factors have negatively impacted compsaalpations and will impact tl
performance of the global economy going forwardrdteum and natural gas prices are expected toirevodatile for the near future as a re
of market uncertainties over the supply and denwdridese commodities due to the current stateefatbrld economies, OPEC actions anc
ongoing global credit and liquidity concerns.

Since our sole executive officer does not devote fiill time to the performance of his Company dugiehe may engage in other wc
activities to our detriment. James Cassina, our sole executive officer, devapproximately 75% of his work time to the perfarroe of hi
Company duties. Although he has an obligation tdgoe his duties in a manner consistent with ousthiaterests and through his st
ownership in the Company, is incentivized to doreay encounter conflicts regarding the availabiibd use of his work time. Although th
are no such present conflicts, the developmenetiieould have a material adverse effect on us.

Risks Factors Relating to Our Common Stock

Our stockholders may have difficulty selling shares our common stock as there is a limited publrading market for such stock.There i
only a limited public market for our common stoekd no assurance can be given that a broad oegmtivlic trading market will develop
the future or, if developed, that it will be sustal. Our common stock trades on the Over@benter Bulletin Board. In addition, our comn
stock has not been qualified under any applicatalie Hluesky laws, and we are under no obligation to soifyuaf register our common stot
or otherwise take action to improve the public nearfor such securities. Our common stock could hawéed marketability due to ti
following factors, each of which could impair thming, value and market for such securities: gk of profits, (ii) need for additional capi
(i) limited public market for such securities;i)ithe applicability of certain resale requirementgler the Securities Act; and (iv) applice
blue sky laws and the other factors discussedignRIsk Factors section.




Possible volatility of stock priceThe market price for our common stock may be viglatnd is subject to significant fluctuations ispense t
a variety of factors, including the liquidity ofdlmarket for the common stock, variations in owartgrly operating results, regulatory or o
changes in the oil and gas industry generally, anoements of business developments by us or oupetitors, litigation, changes in operat
costs and variations in general market conditi@ecause we have a limited operating history, thekaetgrice for our common stock may
more volatile than that of a seasoned issuer. Gkaimgthe market price of our securities may haveannection with our operating results.
predictions or projections can be made as to wieptevailing market price for our common stocK b at any time.

We do not anticipate paying dividends on our commstock. We presently plan to retain all available funds dise in our business, ¢
therefore do not plan to pay any cash dividendh waspect to our securities in the foreseeabledutidience, investors in our common s
should not expect to receive any distribution cftedividends with respect to such securities ferftieseeable future.

Our shareholders may experience dilution of theiwoership interests because of our future issuandeadditional shares of common stoc

Our constating documents authorize the issuahaa anlimited number of shares of common stockheuit par value. In the event that we
required to issue additional shares of common stwckecurities exercisable for or convertible iatiitional shares of common stock, e
into private placements to raise financing throtigh sale of equity securities or acquire additiaribbnd gas property interests in the fu
from the issuance of shares of our common stoactpire such interests, the interests of our egsthareholders will be diluted and exis
shareholders may suffer dilution in their net ba@ue per share depending on the price at which securities are sold. If we do is
additional shares, it will cause a reduction in pheportionate ownership and voting power of alstrg shareholders.

At the Annual and Special Meeting of Shareholderdé held on February 24, 2012, shareholders willabked to approve a resolu
permitting us to issue up 37,716,076 additionateshaf common stock by way of private placemerntgussitions or equity credit lines to
completed on or before February 24, 2013.

At the Annual and Special Meeting of Shareholdersé held on February 24, 2012, shareholders willabked to approve a resolu
authorizing us to consolidate our issued and oodétgg common shares on an up to one (1) for folrbgsis, or divide our issued ¢
outstanding common shares on an up to four (4drer(1) basis.

At the Annual and Special Meeting of Shareholderde held on February 24, 2012, shareholders willabked to approve a resolu
authorizing us to increase the maximum aggregatebeun of common shares reserved for issuance unoiestack option plan, as amendec
an amount not to exceed 20% of the total sharegdsand outstanding of the Company as of the daéaah option grant. As of January
2011, the date of the Notice of Meeting and Manag@rnformation Circular the Company had 37,716,826ed and outstanding shares.

As of the date of this Annual Report, no such aptiare issued.

Prospective investors in our Company are urged ¢é@ls independent investment advic Independent legal, accounting or business ack
(i) have not been appointed by, and have not repted or held themselves out as representing tieeests of prospective investors
connection with this Annual Report, and (ii) hawat fexpertized” or held themselves out as “exp@rz any portion of this Annual Repc
nor is our legal counsel providing any opinion ionpection with us, our business or the completer@ssccuracy of this Annu
Report. Neither we nor any of our respective effi; directors, employees or agents, includingllegansel, make any representatiol
expresses any opinion (i) with respect to the meftan investment in our common stock, includirithaut limitation the proposed value
our common stock; or (ii) that this Annual Reparbyides a complete or exhaustive description obus,business or relevant risk factors wl
an investor may now or in the future deem pertinennaking his, her or its investment decision.yAprospective investor in our comrr
stock is therefore urged to engage independentuataots, appraisers, attorneys and other adviedi) tconduct such due diligence revie\
such investor may deem necessary and advisablgbama provide such opinions with respect to therits of an investment in our Compi
and applicable risk factors upon which such investay deem necessary and advisable to rely. Weuwlliy cooperate with any investor w
desires to conduct such an independent analysimgaas we determine, in our sole discretion, st cooperation is not unduly burdensome.




Applicable SEC rules governing the trading “penny stocks”will limit the trading and liquidity of our commorstock and may affect tt
trade price for our common stock.The Securities and Exchange Commission (“SH24 adopted rules which generally define "penngks
to be any equity security that has a market pracedefined) of less than US$5.00 per share or arcise price of less than $5.00 per st
subject to certain exceptions. Our securities blcovered by the penny stock rules, which impakbtianal sales practice requirements
brokerdealers who sell to persons other than establishstbmers and "accredited investors". The termréalited investor" refers generally
institutions with assets in excess of US$5,000,60@ndividuals with a net worth in excess of USEDMO0 or annual income exceec
US$200,000 or US$300,000 jointly with their spouse.

The penny stock rules require a broklealer, prior to a transaction in a penny stock otberwise exempt from the rules, to deliv
standardized risk disclosure document in a fornpgred by the SEC which provides information abaitry stocks and the nature and lev:
risks in the penny stock market. The brokegler also must provide the customer with curbéthtand offer quotations for the penny stock
compensation of the brokeealer and its salesperson in the transaction amdhiy account statements showing the market val@ach penr
stock held in the customer's account. The bid dfet quotations, and the brokdealer and salesperson compensation informatiost b
given to the customer orally or in writing prior &ffecting the transaction and must be given todigtomer in writing before or with t
customer's confirmation.

In addition, the penny stock rules require thabipto a transaction in a penny stock not othereisempt from these rules, the brokkzale
must make a special written determination thatpéeny stock is a suitable investment for the pusehand receive the purchaser's wr
agreement to the transaction. These disclosurérezgents may have the effect of reducing the le¥étading activity in the secondary mar
for the shares that are subject to these pennk stbes. Consequently, these penny stock rules affegt the ability of brokedealers to trac
our securities. We expect that the penny stoclsrwi#l discourage investor interest in and limié timarketability of our common shares.

In addition to the "penny stock" rules described\ed) The Financial Industry Regulatory AuthoritfF[NRA”) has adopted rules that reqi
that in recommending an investment to a customerokerdealer must have reasonable grounds for beliehiagthe investment is suitable
that customer. Prior to recommending speculativeddced securities to their non-institutional @rsers, brokedealers must make reason:
efforts to obtain information about the customérancial status, tax status, investment objectaed other information. Under interpretati
of these rules, the FINRA believes that there figh probability that speculative low priced seties will not be suitable for at least sc
customers. The FINRA requirements will make it mdifficult for broker-dealers to recommend that their customers buy ommmon share
which may limit your ability to buy and sell ourales and have an adverse effect on the marketif@stares.

Risks Factors Relating to Our Business

Our future success is dependent upon our abilitylécate, obtain and develop commercially viable aild gas deposits.Our future success
dependent upon our ability to economically locaienmercially viable oil and gas deposits. We mayb®tble to consistently identify via
prospects, and such prospects, if identified, mayoe commercially exploitable. Our inability tortsistently identify and exploit commercie
viable hydrocarbon deposits would have a materidladverse effect on our business and financiatipos

Exploratory drilling activities are subject to sutamntial risks. Our expected revenues and cash flows will becjpaily dependent upon t
success of any drilling and production from prospdn which we participate. The success of sudasmects will be determined by

economical location, development and productiooayvhmercial quantities of hydrocarbons. Exploratiling is subject to numerous ris
including the risk that no commercially productioig and gas reservoirs will be encountered. The obglrilling, completing and operati
wells is often uncertain, and drilling operationaybe curtailed, delayed or canceled as a reswdt\adriety of factors, including unexpec
formation and drilling conditions, pressure or atireegularities in formations, blowouts, equipmdailures or accidents, as well as wea
conditions, compliance with governmental requiretaem shortages or delays in the delivery of eqepm Our inability to successfully loc
and drill wells that will economically produce corarial quantities of oil and gas could have a niagtexdverse effect on our business .
financial position.

Our drilling and exploration plans will be subjedb factors beyond our control. A prospect is a property that has been identifiaged o
available geological and geophysical informatioattindicates the potential for hydrocarbons. Whetlkie ultimately drill a property m:
depend on a number of factors including fundineg; rceipt of additional seismic data or reprocegsinexisting data; material changes ir
or gas prices; the costs and availability of drdliequipment; the success or failure of wells ellilin similar formations or which would use
same production facilities; changes in estimatesosts to drill or complete wells; our ability ttract industry partners to acquire a portio
our working interest to reduce exposure to drillaigd completion costs; decisions of our joint wogkinterest owners; and restrictions ui
provincial regulators.
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Our operating results are subject to oil and naturgas price volatility. Our profitability, cash flow and future growth livbe affected b
changes in prevailing oil and gas prices. Oil gad prices have been subject to wide fluctuationggéent years in response to changes i
supply and demand for oil and natural gas, marketrttainty, competition, regulatory developmentd ather factors which are beyond
control. It is impossible to predict future oilcdanatural gas price movements with any certaift4e do not engage in hedging activities.
result, we may be more adversely affected by flatdms in oil and gas prices than other industrytigipants that do engage in sl
activities. An extended or substantial declineoihand gas prices would have a material adveffeeteon our access to capital, and
financial position and results of operations.

Unforeseen title defects may result in a loss otidement to production and reservesAlthough we conduct title reviews in accordandth
industry practice prior to any purchase of resoassets, such reviews do not guarantee that amesefen defect in the chain on title will
arise and defeat our title to the purchased assessich a defect were to occur, our entitlementhie production from such purchased a:
could be jeopardized.

Estimates of reserves and predictions of future mtgeare subject to uncertaintie: Certain statements included in this Annual Reporttair
estimates of our oil and gas reserves and the utided future net revenues from those reservesepaped by independent petroleum engir
or us. There are numerous uncertainties inherestich estimates including many factors beyondcontrol. The estimates are based
number of assumptions including constant oil ansl éces, and assumptions regarding future progiucievenues, taxes, operating expel
development expenditures and quantities of recterail and gas reserves. Such estimates aredntigrimprecise indications of future
revenues, and actual results might vary substantfedm the estimates based on these assumptiéng. significant variance in the
assumptions could materially affect the estimatedndjty and value of reserves. In addition, owerges might be subject to revisions bi
upon future production, results of future explaratand development, prevailing oil and gas pricesather factors. Moreover, estimates of
economically recoverable oil and gas reservessifieations of such reserves and estimates of éutat cash flows prepared by indepen
engineers at different times may vary substantidlhformation about reserves constitutes forwamaking statements.

The success of our business is dependent upon dailitg to replace reserves.Our future success depends upon our abilityrtd, fdevelo
and acquire oil and gas reserves that are econtiynieaoverable. As a result we must locate, aegand develop new oil and gas reserv
replace those being depleted by production. Witreuccessful funding for acquisitions and explamtand development activities,
reserves will decline. We may not be able to find develop or acquire additional reserves at aepable cost.

Most of our competitors have substantially greaferancial, technical, sales, marketing and othergeurces than we dc We engage in tl
exploration for and production of oil and gas, istlies which are highly competitive. We competeeclily and indirectly with oil and g
companies in our exploration for and developmentdedirable oil and gas properties. Many companigs iadividuals are engaged in

business of acquiring interests in and developihgral gas properties in the United States and @arend the industry is not dominated by
single competitor or a small number of competitddany of such competitors have substantially grefit@ncial, technical, sales, market
and other resources, as well as greater histomeaket acceptance than we do. We will compete witmerous industry participants for

acquisition of land and rights to prospects, anctlie equipment and labor required to operate aweldp such prospects. Competition c
materially and adversely affect our business, dpeyaesults and financial condition. Such competilisadvantages could adversely affec
ability to participate in projects with favorabkates of return.

Shortages of supplies and equipment could delay operations and result in higher operating and c#gli costs. Our ability to condut
operations in a timely and cost effective mannesubject to the availability of natural gas andderwil field supplies, rigs, equipment :
service crews. Although none are expected curreatly shortage of certain types of supplies andpegent could result in delays in ¢
operations as well as in higher operating and abpdsts.

Our business is subject to interruption from seveweather.Presently, our operations are conducted principalthe central region of Alber

Canada and in Southwest Texas. The weather in H#ress and other areas in which we may operatesifuture can be extreme and can ¢
interruption or delays in our drilling and constiina operations.
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We are dependent on third-party pipelines and wowgperience a material adverseffect on our operations were our access to s
pipelines be curtailed or the rates charged for udeereof materially increased Substantially all our sales of natural gas preéidacare
effected through deliveries to local third-partylgaing systems to processing plants. In additienrely on access to intprevincial pipeline
for the sale and distribution of substantially @flour gas. As a result, a curtailment of our s#l@atural gas by pipelines or by thiparty
gathering systems, an impairment of our abilityrémsport natural gas on intprevincial pipelines or a material increase in thes charged
us for the transportation of natural gas by reasfom change in federal or provincial regulationd@rany other reason, could have a mat
adverse effect upon us. In such event, we woule lt@wbtain other transportation arrangements. V&g mot have economical transporta
alternatives and it may not be feasible for usanstruct pipelines. In the event such circumstangs® to occur, our operating netbacks 1
the affected wells would be suspended until, ansuith circumstances could be resolved.

Our business is subject to operating hazards andnsuored risks. The oil and gas business involves a variety arafing risks, includin
fire, explosion, pipe failure, casing collapse, amnally pressured formations, adverse weather tiondi governmental and political actic
premature reservoir declines, and environmentaartiszsuch as oil spills, gas leaks and discharfiésxic gases. The occurrence of an
these events with respect to any property opemtendvned (in whole or in part) by us could have @emnal adverse impact on us. Insure
coverage is not always economically feasible anbtsobtained to cover all types of operationa{gisThe occurrence of a significant event
is not insured or insured fully could have a matesdverse effect on our financial condition.

Our business is subject to restoration, safety aam/ironmental risk. Our present operations are primarily in westeam&la and southw
Texas and certain laws and regulations exist #gire companies engaged in petroleum activitiestain necessary safety and environmi
permits to operate. Such legislation may restrictlelay us from conducting operations in certaingyaphical areas. Further, such laws
regulations may impose liabilities on us for rena¢@dind cleanup costs, or for personal injuries related to saéetd environmental damag
such liabilities collectively referred to as “assetirement obligations”While our safety and environmental activities hdeen prudent

managing such risks, we may not always be sucdesgfuotecting us from the impact of all such gsk

The termination or expiration of any of our licenseand leases may have a material adverse effecioonresults of operations. Ouli
properties are held in the form of licenses anddeand working interests in licenses and leabes, lor the holder of the license or lease,
to meet the specific requirement of a license asdg the license or lease may terminate or exypleemay not meet the obligations require
maintain each license or lease. The terminatioexpiration of our licenses or leases or the workirtgrests relating to a license or lease
have a material adverse effect on our results efains and business.

Compliance with new or modified environmental laves regulations could have a materially adverse ingbaon us. We are subject
various Canadian and US laws and regulations ngjdati the environment. We believe that we areeruly in compliance with such laws ¢
regulations. However, such laws and regulationg ahange in the future in a manner which will irase the burden and cost of complianc
addition, we could incur significant liability undsuch laws for damages, cleap-costs and penalties in the event of certairhdigmes into tt
environment. In addition, environmental laws andutations may impose liability on us for personglries, cleanip costs, environmen
damage and property damage as well as adminigtrativil and criminal penalties. We maintain lintittnsurance coverage for accide
environmental damages, but do not maintain inswéoc the full potential liability that could be wsed by such environmental dam:i
Accordingly, we may be subject to significant ligli or may be required to cease production inglent of the noted liabilities.

ITEM 4 INFORMATION ON THE COMPANY

We are amalgamated under the laws of the Provific@ntario. Our primary activities are investmenj exploration and development i
production of oil and gas.

We hold a 0.5% non-convertible gross overridingattyin a natural gas well located in the Hayne=aan the Province of Alberta, Canada.
We hold a 5.1975% working interest held in trusbtigh a joint venture partner in a natural gas laciated in the Botha area in the Provinc

Alberta, Canada.
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Through Dyami Energy LLC we hold a 75% working net&t before payout which reduces to a 61.50% wgrlimerest after payout
$12,500,000 of production revenue in the Matthesasé. Directly, we hold a 10% working interest befpayout which reduces to a 7.&
working interest after payout of $15,000,000 ofdarction revenue in the Matthews lease. We haveremhteto a farm out agreement fc
portion of our working interests from the surfaoehe base of the San Miguel formation in the Maith Lease. The Matthews lease comp
approximately 2,629 gross acres of land in Zavalar®y, TexasThrough Dyami Energy LLC, we hold a 100% workingeirest in the Murpt
Lease comprising approximately 2,637 acres of larghvala County, Texasubject to a 10% carried interest on the drilliogts from surfac
to base of the Austin Chalk formation, and a 3%iedrinterest on the drilling costs from the toptloé Eagle Ford shale formation to basel
on the first well drilled into a serpentine plugddior the first well drilled into a second serpeetplug, if discovered.

Our registered office and management office istletat 1 King Street West, Suite 1505, Toronto,atlaf M5H 1A1, Telephone (416) 364-
4039, Facsimile (416) 368244. Our books and financial records are locatethé registered office and management office. Camadia
public filings can be accessed and viewed via tystedn for Electronic Data Analysis and Retriev@EDAR”) at www.sedar.com. Read
can also access and view our Canadian public insidding reports via the System for Electronicdibsure by Insiders at www.sedi.ca.
Registrar and Transfer Agent is Equity FinancialSErCompany located at Suite 400, 200 Universitgrue, Toronto, Ontario, M5H 4H1. C
U.S. public filings are available at the publicerence room of the U.S. Securities and Exchangen@ssion (“SEC")located at 100 F Stre
N.E., Room 1580, Washington, DC 20549 and at thesite maintained by the SEC at www.sec.(

A. HISTORY AND DEVELOPMENT OF THE COMPANY

We were incorporated in Ontario, Canada on Septe@del978, under the Business Corporations Aonfario ), under the name Bonar
Red Lake Explorations Inc. (“Bonanza Red LakeBy prospectus dated November 20, 1978 and a fuaimemdment to the Prospectus d
January 10, 1979 we became a reporting issueeifPtbvince of Ontario and raised $250,000 to aequierests in and to explore and dev
certain mineral lands located near the Town of Rak, Ontario, Canada. In 1987, we optioned ourenaihlands in Red Lake, Ontario to F
Gold Resources Inc., who expended sufficient fudhding 1988 and 1989 to earn an 85% interest ire@lrt patented mineral claims, and 1
discontinued its exploration program on the propeBbnanza Red Lake had subsequently written thgyiog amount of these mineral clai
down to $1.

On March 29, 2000, Bonanza Red Lake entered irfBbhae Exchange Agreement with 1406768 Ontario (1106768 Ontario”).140676!
Ontario is a company incorporated under the lawthefProvince of Ontario by articles of incorpovatidated effective March 13, 2000. -
purpose of the transaction was to allow Bonanza Ree: to acquire a company, 1406768 Ontario, whégulted in our owning part of
operating business. At an Annual and Special Mgetf shareholders held on May 10, 2000 we recesteaieholder approval for |
acquisition of 1406768 Ontario; the consolidatidrBonanza Red Lake’issued and outstanding common shares on a onegramon shal
for every three old common shares basis; a namegehfrom Bonanza Red Lake to Eugenic Corp; a reeksoption plan (the “Plan”
authorizing 1,275,000 common shares to be set &sidssuance under the Plan; and authorizing trextbrs to determine or vary the nurr
of directors of the Company from time to time whimlirsuant to our Articles provide for a minimunmtlofee and a maximum of ten.

By Articles of Amendment dated August 15, 2000, 8wra Red Lake consolidated its issued and outstgratimmon shares on a one |
common share for every three old common shares basi changed the name of the company to Eugem Co

We completed the acquisition of 1406768 OntaridOatober 12, 2000 and acquired all of the issuedoanstanding shares of 1406768 Ont
for $290,000. The purchase price was satisfied oy issuance of 5,800,000 company units at $0.05upér Each unit consisted of ¢
common share and one common share purchase wantitting the holder to purchase one common shamirs at an exercise price of $C
per common share until October 12, 2003. As a rexfuthis transaction, the original shareholdersl 4066768 Ontario owned 90.7% of
issued shares. The acquisition resulted in a chemigesiness and an introduction of new managefioents. The acquisition was accountec
as a reverse takaver of us by 1406768 Ontario. Our net assets aedt fair value as at October 12, 2000 resultea deficiency of asse
over liabilities in the amount of $123,170 whichsaharged to share capital. All of the 5,800,008 tanding warrants expired on October
2003.
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As part of an initiative to create cash flow, wertnenced oil and gas operations effective AugusB8@1 and acquired a 25% working inte
in one section of land (640 gross acres) in thedfdilh Area of Alberta, Canada for a purchase pat&75,000. On June 25, 2003 we dispi
of this property for net proceeds of $85,000.

On September 10, 2001, we entered into a Partioip@tgreement to acquire a 30% interest in onei@edf land (640 gross acres) in the
Anne area of Alberta, Canada by paying 40% of tetscto acquire approximately 7.1 kilometers ofppietary 2D seismic data. After revi
of the seismic data, it was determined that thetjpartners would not undertake to drill a testlwa&tcordingly, the costs associated v
acquiring this prospect were written off duringcs 2003 - $4,806 and in fiscal 2002 - $22,781.

We entered into an Agreement dated February 28 Bd@articipate in drilling two test wells by pagi 10% of the costs to drill to earn a
working interest before payout and a 3.6% workinigriest after payout. The first test well in theyhles area of Alberta, Canada was dr
and proved to contain uneconomic hydrocarbons asisubsequently abandoned and costs of $38,855mi¢ten off in 2002. On August 2
2003 the joint partners farmed out their interesthe Haynes prospect for a 10% non-convertibleraliag royalty (“NCOR”). The farme
drilled a test well and placed the well on producttcommencing December 2003. Our share of this R@®.5%. The second test well in
Mikwan area of Alberta, Canada was drilled andafiit placed on production from the Glauconite fation and later shut in during 2003. *
Glauconite formation was subsequently abandonedtenBelly River formation was completed and placagroduction in January 2004.

Effective August 9, 2002, we entered into an agesgnwith Wolfden Resources Inc. (“Wolfdendnd sold our 15% interest in 8 patet
mining claims located in Dome Township, Red Laketd@io (the “Mining Claims”)for consideration of $5,000 plus we retained a 0r8®
smelter return royalty of the net proceeds realizenh the sale of recovered minerals. Wolfden &iglas a right of first refusal to purchase
0.3% net smelter return royalty. Pursuant to aargrement dated effective August 18, 2006, Wolfaansferred certain assets including
interests in and to the Mining Claims to Premietdddines Limited (“Premier”).

Effective October 28, 2005, we surrendered our 68tkimg interest in a gas well slated for abandonnzemd related expiring leases in
Mikwan area of Alberta. In exchange for the sudemof interests, we were released of our abandoharel site reclamation obligations.

On April 14, 2008, we completed a nbrekered private placement of a total of 2,575,00is (each a "Unit") at a purchase price of $(éi
Unit for gross proceeds of $257,500 (the "Offerjngeach Unit was comprised of one common share ared purchase warrant (eac
"Warrant"). Each Warrant is exercisable until Agd, 2011 to purchase one additional share oftcoatrmon stock at a purchase price of $
per share.

On April 14, 2008, we also entered into an agreénfitire "Debt Settlement Agreement”) with our thenedtdent, Secretary and Direc
Sandra J. Hall, to convert debt in the amount df,&80 through the issuance of a total of 500,0G0eshat an attributed value of $0.10
Share. In connection with the conversion, Ms. ldilb agreed to forgive $38,000 of the debt owinber by us.

In addition, on April 14, 2008, we also completédikar debt settlement arrangements with two otiren's length parties, in an effort to red
the debt that we have reflected on our financiaiesbents. In the aggregate, we entered into agmsnto convert $100,000 of debt, thro
the issuance of a total of 1,000,000 shares attabuaed value of $0.10 per share.

On February 5, 2009, we completed a non-brokeriater placement of 2,600,000 units (each a “Urat’a purchase price of $0.05 per |
for gross proceeds of $130,000. Each Unit was cwmgrof one common share (each a “Unit Shaeei) one purchase warrant (ea
“Warrant”). Each Warrant is exercisable until Redny 5, 2014 to purchase one additional share o€ommon stock (each a “Warrant Share”
at a purchase price of $0.07 per share. 140727arioninc. purchased 1,600,000 units. 1407271 Cmtiag. is owned 100% by our forn
President, Ms. Sandra Hall. Ms. Hall is also thie slirector and officer of 1407271.

On February 25, 2009, we completed a non-brokeriedtp placement of 1,000,256 units (each a “Unit’p purchase price of $0.05 per |
for gross proceeds of approximately $50,013. Eacti Was comprised of one common share (each a “Bindire”)and one purchase warr
(each a “Warrant”).Each Warrant is exercisable until February 25, 2@d44urchase one additional share of our commooks{each
“Warrant Share™jat a purchase price of $0.07 per share. Sandra déialformer president and former director, andtdfilKlyman, a directo
purchased 600,000 Units and 50,000 Units, respalgtiv
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On February 27, 2009, we purchased all of the sl outstanding shares issued in the capitak 166354166 Alberta Ltd. {35416!
Alberta”), a company incorporated on October 3, 2007 in tlwwiRce of Alberta Canada (the "Transaction") untther Business Corporatic
Act (Alberta). In connection therewith, we issuedhe shareholders of 1354166 an aggregate oD&64 units (each a "Unit") at $0.05
unit or an aggregate of $445,528 and following d¢hwsing repaid $118,000 of shareholder loans ir4186 by cash payment. . Each un
comprised of one share of our common stock (ed@hare") and one purchase warrant (each a "WajraBgich Warrant is exercisable u
February 27, 2014 to purchase one additional sbfaoeir common stock at a purchase price of $0.07%pare. 1354166 is a private comg
that has a 5.1975% working interest held in trisbugh a joint venture partner in a natural gag lotated in the Botha area of Albe
Canada.

On February 27, 2009, we entered into an agreemiém@a nonrelated party, to convert debt in the amount of,$6@ through the issuance «
total of 1,250,000 units at an attributed valu&@f05 per unit (the "Debt Settlement”). Each Wvas comprised of one common share (e:
“Unit Share”) and one purchase warrant (each a téfdaf). Each Warrant is exercisable until February 27, 2l purchase one additiol
share of our common stock (each a “Warrant Shated) purchase price of $0.07 per share.

By Articles of Amendment dated November 12, 200806768 Ontario changed its name to Eagleford Endngy By Articles o
Amalgamation dated November 30, 2009 we amalgamaitid Eagleford Energy Inc. and upon the amalgammathe amalgamated entit
name became Eagleford Energy Inc.

Effective June 10, 2010, we retained Gar Wood Siesyr LLC (“Gar Wood”)to act as Investment Banker/Financial Advisor ® @ompan
for a period of two years. Under the terms of ther 8/00d engagement, we agreed to pay a fee of 6fteafross proceeds raised and i
1,500,000 common share purchase warrants (the ‘ana) as follows:

1,000,000 Warrants exercisable at US$1.00 to psectig000,000 common shares expiring on Decembe2ld, and issuable in three ec
tranches on June 10, 2010, December 10, 2010 aredlly 2011; and

500,000 Warrants exercisable at US$1.50 to purcb@8@00 common shares expiring on June 10, 20d2sanable in three equal tranche:
June 10, 2010, December 10, 2010 and June 10, 2011.

On November 5, 2010 we terminated the agreemeht@étr Wood dated June 10, 2010. As a result 36x86ants were cancelled out of
333,333 warrants issued exercisable at $1.00 expliecember 10, 2011 and 18,215 warrants were basazut of the 166,667 warral
issued exercisable at $1.50 expiring June 10, 20h2December 10, 2011 296,903 warrants exercisabls $1.00 expired.

During the fiscal year ended August 31, 2010, 1,000 of our common share purchase warrants weneisgd at $0.07 expiring Februan
2014 for proceeds of $77,000 and 1,000,000 of ounrmon share purchase warrants were exercised @I $@piring February 27, 2014
proceeds of $70,000.

On August 31, 2010 we acquired a 10% working irsebefore payout and a 7.5% working interest gitgrout of production revenue of §
million in the Matthews lease comprising approxiehat2,629 gross acres of land in Zavala County,aSefthe “Lease Interest”As
consideration for the Lease Interest we paid osiep$212,780 (US$200,000), satisfied by US$25,00€ash and $186,183 (US$175,C
satisfied by the issuance of a 5% secured pronyissme.US$100,000 of principal together with acdrirgerest is due and payable on Febr
28, 2011 and US$75,000 of principal together witbraed interest is due and payable on August 311.20he note was secured by the L
Interest.

On August 31, 2010, we acquired 100% of the issaredi outstanding membership interests of Dyami BnetdC, a Texas limited liabilit
corporation for consideration of $4,218,812. (US$3,422) satisfied by (i) the issuance of 3,418,d6its of the Company. Each uni
comprised of one common share and bak-a purchase warrant. Each full warrant is eisatie into one additional common share at US
per share on or before August 31, 2014 (the “Unasd (ii) the assumption of $1,021,344 (US$960,af0pyami Energy debt by way o
secured promissory note payable to Benchmark ErgespLLC (“Benchmark”).The note bears interest at 6% per annum, is sedwy
Dyami’s interest in the Matthews and Murphy leases arslpagable on December 31, 2011 or upon the Comgasing a financing or seri
of financings in excess of US$4,500,000. The due dhthe note has been extended until June 3@ 2@h an interest rate of 10% per ann
On January 3, 2012 we issued 515,406 common sharglsares Benchmark as full settlement of intedest at December 31, 2011 in
amount of $103,028.
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Dyami Energy holds a 75% working interest beforgopd and a 61.50% working interest after payoytroduction revenue of $12.5 million
the Matthews Lease comprising approximately 2,628gjacres of land in Zavala County, Texas andd&l@orking interest in a mineral le:
comprising approximately 2,637 acres of land in&avCounty, Texas (the “Murphy Leasebject to a 10% carried interest on the dri
costs from surface to base of the Austin Chalk &dfom, and a 3% carried interest on the drillingtsdrom the top of the Eagle Ford sl
formation to basement on the first well drilleddrd serpentine plug and for the first well drillieto a second serpentine plug, if discov
(collectively the “Leases”).

The Members of Dyami entered into lock up agreement closing and placed 50% of the Units in esc(®¥09,234 common shares .
854,617 purchase warrants) until such time thatageive a National Instrument 301 compliant report from an independent engingefiiim
indicating at least 100,000 boe of proven reseoresither the Murphy Lease or any formation belbe $an Miguel on the Matthews Le
(the “Report”).In the event the Report is not received by Dyamérgg within two years of the closing date of theuisition, the escrow un
are to be returned to us for cancellation.

In connection with the Dyami Energy acquisition, ergered into a one year employment agreement &vithJohnson and reserved 850,
common share purchase warrants, exercisable orarrpet basis, for the purchase of 850,000 common shafeur stock at a price
US$1.00 per share during a period of five yearsiftbe date of issuance. On April 13, 2011 the egmpknt agreement was terminated.

During the fiscal year ended August 31, 2010 wansf#0,046 on exploration expenditures relatedhvéoMatthews Lease.During the fiscal y
ended August 31, 2011, the Company drilled fourdsveh its leases located in Zavala County, Texaé.Ue wells have been extensiv
logged and cored in various formations. The Compamgviewing its data to determine completion pangs.

On March 31, 2011 the Company entered into a Farmgteement (the “Farmoutfyom surface to the base of the San Miguel fornmafibe
“San Miguel”) on the Matthews Lease located in Zavala Countya$eknder the Farmout, the farmee may spend upS%1|050,000 ¢
exploration and development of the San Miguel tm @maximum of 42.50% working interest (31.875%nregenue interest). Under the te
of the Farmout, the farmee may earn an initial 25%he Companys working interest in the San Miguel by paying 10684he costs to dril
complete, equip and perform an injection operationa test well to a depth of approximately 3,50€ fighe “Initial Test Well”).After the
performance of the Initial Test Well, the farmeeynirgcrease its working interest to 50% of the Conya working interest by spending
entire $1,050,000 on additional operations on the Biguel in a good faith effort to produce hydndmns. During the year ended August
2011, the Company received US$647,536 from the darrfor costs related to the drilling, completiond ainjection operation of tl
Matthews/Dyami #3 well. As at August 31, 2011 anel date of this Annual Report the Company had ssigaed any interest to the farme
the San Miguel formation.

On July 30, 2011 we commenced drilling our 100%kiray interest Murphy/Dyami #2 well. The well wasligd to a vertical depth of 4,4
feet into the Eagle Ford shale formation.

During the fiscal year ended August 31, 2011 wens$8,158,688 on exploration expenditures relateiti¢ Matthews and Murphy Leases.

During the year ended August 31, 2011, 500,00Quoftcommon share purchase warrants were exercisk@l @t expiring February 5, 2014
proceeds of $35,000; 625,247 of our common sharehpse warrants were exercised at $0.07 expirirguaey 27, 2014 for proceeds
$44,475; and 2,575,000 of our common share puravas@nts were exercised at $0.20 expiring April26tL1 for proceeds of $515,000.

During the year ended August 31, 2011 we recei&87B,736 and issued demand promissory notes lgaatgrest at 10% per annum. Inte
is payable annually on the anniversary date ohtites.

During the year ended August 31, 2011 we paid $®Bgf secured notes and $110,000 loan payable.

On September 1, 2011 we repaid to Source, the egqromissory note in full in the amount of US$T®,@ogether with accrued interes
US$6,250.

Subsequent to our year ended August 31, 2011, wenemced drilling our Matthews/Dyami #2H well locdie Zavala County, Texas.
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Subsequent to our year ended August 31, 2011 atlietdate of this Annual Report, we issued 639,@38mon shares to promissory r
holders as full settlement of interest due in thant of $183,099.

Subsequent to our year ended August 31, 2011 artbetalate of this annual report we received $22A.,84d US$175,000 and iss!
promissory notes to seven shareholders of the Coyngée notes are due on demand and bear intdré®®a per annum. Interest is payz
annually on the anniversary date of the note.

Subsequent to our year ended August 31, 2011, weected debt in the aggregate amount of CDN$300tBiugh the issuance of a tota
3,000,000 units in the capital of the Company ahtributed value of $0.10 per Unit. Each unitésnprised of one (1) common share and
(1) purchase warrant, where each whole warrantascésable until January 24, 2015 to purchase @padditional common share of our st
at a purchase price of $0.10 per share.

We intend to apply additional capital to furthehance our property interests. As part of our od gas development program, manageme
the Company anticipates further expenditures tapdpts existing portfolio of proved reserves. Amtsuexpended on future exploration
development are dependent on the nature of fufppertunities evaluated by us. These expenditurakidee funded through cash held by
Company or through cash flow from operations. Argenditure which exceeds available cash will beiiregl to be funded by additional sh
capital or debt issued by us, or by other means.l@g-term profitability will depend upon our ability uccessfully implement our busin
plan.

Our past primary source of liquidity and capitadaerces has been loans and advances, cash flonoft@md gas operations and proceeds
the sale of marketable securities and from theaisse of common shares.

Our registered office and principal place of busga Ontario is located at 1 King Street Westte&Sb05, Toronto, Ontario M5H 1A1. C
telephone number at that address is (416) 364-4039.

B. BUSINESS OVERVIEW

Directly and through our wholly owned subsidiarit354166 Alberta and Dyami Energy we are primarihgaged in the developme
acquisition and production of oil and gas interdstated in Alberta, Canada and Texas, USA. Ouraifmns consist of a 0.5% NCOR i
natural gas well located in Haynes, Alberta, Canada1975% working interest in a natural gas umiated in Alberta, Canada, an €
working interest before payout (69% working intéraier payout) in Matthews lease comprising 2,§88ss acres of land in Zavala Cou
Texas. We have entered into a farm out agreemena foortion of our working interests from the sadato the base of the San Mig
formation in the Matthews Lease. As of the datéhef Annual Report, we have not assigned any wgrkiterest in the San Miguel formati
In addition, we hold a 100% working interest in Marphy lease comprising approximately 2,637 aofdand in Zavala County, Texasibjec
to a 10% carried interest on the drilling costsrfreurface to base of the Austin Chalk formatiord arB% carried interest on the drilling c
from the top of the Eagle Ford shale formation &sdment on the first well drilled into a serpentiieg and for the first well drilled into
second serpentine plug, if discovered.

We have a 0.3% Net Smelter Return Royalty on 8npatemining claims located in Red Lake, Ontarion&ia.

For the three fiscal years ending August 31, 2@DIL0 and 2009 the total gross revenue derived ftarsale of our natural gas interesi
Canada was as follows:

Total
August 31, 201. $ 71,78¢
August 31, 201! $105,37!
August 31, 200! $ 56,19¢

We sell our natural gas production to integratdcand gas companies and marketing agencies. Sates @re generally set at market pr
available in Canada or the United States.

The level of activity in the Canadian oil and gadustry is influenced by seasonal weather pattewist weather and spring thaw make
ground unstable and municipalities and provingiahsportation departments enforce road bans thatresdrict the level of activity. Seaso
factors and unexpected weather patterns may ledddes in production activity and increased comsr demand or changes in supply du
certain months of the year may influence the conitygices.
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There is an existing and available market for theand gas produced from the properties. Howeueg, grices obtained for production
subject to market fluctuations, which are affedbgdnany factors, including supply and demand. Numeffactors beyond our control, wh
could affect pricing include:

« the level of consumer product dema

e weather conditions

« the foreign supply of oil and ga

» the price of foreign import:

« volatility in market prices for oil and natural gi

< ability to raise financing

» reliance on third party operatol

« ability to find or produce commercial quantitiesadffand natural ga:
« liabilities inherent in oil and natural gas opevas;

« dilution of interests in oil and natural gas pradjess;

general business and economic conditit

the ability to attract and retain skilled ste

uncertainties associated with estimating oil artdire gas reserve
competition for, among other things, financinggyusitions of reserves, undeveloped lands andeskjiersonnel; ar
governmental regulation and environmental legistal

We caution that the foregoing list of importanttéas is not exhaustive. Investors and others wise libemselves on our forwalabking
statements should carefully consider the abovefaets well as the uncertainties they representlfadsk they entail. We also caution rea
not to place undue reliance on these forward-lopkitatements. Moreover, the forwdodking statements may not be suitable for esthinlg
strategic priorities and objectives, future straeg@r actions, financial objectives and projediother than those mentioned above.

We do not have a reliance on raw materials, aspeeate in an extractive industry.

We do not have a reliance on any significant patenticenses.

The oil and gas business is highly competitivevierg phase. Many of our competitors have gredtantial and technical resources, and |
established multihational operations, secured land rights and liegnsvhich we may not have. As a result, we mayptevented fror
participating in drilling and acquisition prograi®ee, Item 3.D Key Information - Risk Factors).

Governmental Regulation/Environmental Issues

Our oil and gas operations are subject to varionged States and Canadian governmental regulatiahsding those imposed by the Te
Railroad Commission and Alberta Energy Resourcesv@sation Board and Alberta Utilities Commissidiatters subject to regulati
include discharge permits for drilling operatiowisilling and abandonment bonds, reports conceroipgrations, the spacing of wells, .
pooling of properties and taxation. From time tmedj regulatory agencies have imposed price contpts limitations on production
restricting the rate of flow of oil and gas wellsldw actual production capacity in order to consesupplies of oil and gas. The product
handling, storage, transportation and disposalilofiwd gas, byproducts thereof, and other substances and matgrraduced or used
connection with oil and gas operations are alsgestiio regulation under federal, state, provineat local laws and regulations rela
primarily to the protection of human health and #wvironment. To date, expenditures related to dpimgp with these laws, and f{
remediation of existing environmental contaminatibave not been significant in relation to the hssof operations of our company. 1
requirements imposed by such laws and regulatioasfraquently changed and subject to interpretatiord we are unable to predict
ultimate cost of compliance with these requirementtheir effect on our operations. These regutetimay adversely affect our operations
cost of doing business. It is likely that thesedamd regulations will become more stringent inftitere (See, Iltem 3.D Key InformatiorRisk
Factors).

C. ORGANIZATIONAL STRUCTURE
We have two wholly owned subsidiaries. 1354166 Abpbétd. is a company incorporated under the Bissin@orporations Act Alberta) anc
Dyami Energy LLC is a Texas Limited Liability compa
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D. PROPERTY, PLANTS AND EQUIPMENT

Our executive offices consist of approximately 4@are feet of office space and are rented at $60@onth on a month to month basis.
address of our executive offices is 1 King StreestVSuite 1505, Toronto, Ontario Canada.

Canada

We hold directly a 0.5% NCOR in a natural gas Wadhted in Haynes, Alberta, Canada.

We hold through our wholly owned subsidiary 1354¥dberta a 5.1975% working interest in a naturad gait located in Botha, Alber
Canada.

We have a 0.3% Net Smelter Return Royalty on gigtented mining claims located in Red Lake, OntaE@nada.

United States

We hold through our wholly owned subsidiary DyamieEgy a 75% working interest before payout and .&%Iworking interest after payc
of $12,500,000 of production in Matthews lease cosipg approximately 2,629 gross acres of landanala County, Texas.

We hold directly a 10% working interest before patyand a 7.5% working interest after payout of 08,000 of production in Matthews le
comprising approximately 2,629 gross acres of langavala County, Texas.

We have entered into a farm out agreement for agmoof our working interests from the surfacehe base of the San Miguel formation in
Matthews Lease. To date we have not assigned senegt in the San Miguel formation.

We hold through our wholly owned subsidiary DyanmieEgy,a 100% working interest in the Murphy lease conipgiapproximately 2,63
acres of land in Zavala County, Texaghject to a 10% carried interest on the drilliogts from surface to base of the Austin Chalk fdrome
and a 3% carried interest on the drilling costarfrthe top of the Eagle Ford shale formation to bes# on the first well drilled into
serpentine plug and for the first well drilled indosecond serpentine plug, if discovered. The Matthand Murphy Leases are subjec
royalties payable of 25%.

Our Matthews Lease is situated in Zavala Countyka$eand is part of the Maverick Basin of Southvilestas and downdip from the Uni
States Geological Studies north boundary of thecRmaer-Austin-Eagle Ford total petroleum system.

The map below indicates the location of our Matthéwase and Murphy Lease located in Zavala Codmyas.
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MNEW MEXIDO

Matthews Lease \

Murphy I.ln;
MEXICD

The table below is a glossary of terms and abbtievia that may be used in this Item.

GLOSSARY OF TERMS

Natural Gas Mcf 1,000 cubic fee
MMcf 1,000,000 cubic fee
Mcf/d 1,000 cubic feet per d¢
Oil and Natural Gas Liquic Bbl Barrel
Mbbls 1,000 barrel:
Blpd Barrels of liquid per da
Boe Barrel of oil equivalent (1
Bpd Barrels per da
Boepd Barrels of oil equivalent per d:
Bopd Barrels of oil per da
NGLs Natural gas liquid

(1) Disclosure provided herein in respect of BOEs/rhe misleading, particularly if used in isolatioh BOE conversion ratio of 6 Mcf: 1 E
is based on an energy equivalency conversion mathiathrily applicable at the burner tip and does mpresent a value equivalency at
wellhead.

The following table sets forth certain standardwasions between Standard Imperial Units and therdational System of Units (or me
units).

To Convert Fron To Multiply By

Mcf Cubic metre: 28.317
Cubic metre: Cubic feet 35.494
Bbls Cubic metre: 0.159
Cubic metre: Bbls 6.289
Feet Metres 0.305
Metres Feet 3.281
Miles Kilometers 1.609
Kilometers Miles 0.621
Acres (Alberta) Hectares 0.405
Hectares (Alberta Acres 2.471
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Reserve Information: The process of evaluating reserves is inherentippdex. It requires significant judgments and diecis based
available geological, geophysical, engineering aodnomics data. These estimates may change stibbyaams additional data from ongoi
development activities and production performaneeomes available and as economic conditions inpaail and gas prices and cc
changes. The reserve estimates contained hereibaged on current production forecasts, pricesesandomic conditions. These factors
assumptions include among others (i) historicaldpobion in the area compared with production rdtem analogous producing areas;
initial production rates, (iii) production declimates, (iv) ultimate recovery of reserves; (v) ssxof future development activities;

marketability of production, (vii) effects of govenent regulation; and (viii) other government levieposed over the life of the reserves.

As circumstances change and additional data becawedtable, reserves estimates also change. Hstnzae reviewed and revised, ei
upward or downward, as warranted by the new inftiona Revisions are often required for changesvéll performance, prices, econot
conditions and governmental restrictions. Revisitmreserve estimates can arise from changesairerel prices, reservoir performance
geological conditions or production. These revisican be either positive or negative (See Item Rdy Information — Risk Factors).

Proved reserves are those reserves that can beatedi with a high degree of certainty to be recaiex. It is likely that the actual remain
guantities recovered will exceed the estimated gilaeserves.

Probable reserves are those additional reservésatbhdess certain to be recovered than provedweselt is equally likely that the act
remaining quantities recovered will be greateressithan the sum of the estimated proved plus plebaserves.

The qualitative certainty levels contained in thefimitions in proved, probable and possible reseraee applicable to individual reser
entities, which refers to the lowest level at whieBerves estimates are made, and to reported/ess@rhich refers to the highest level sur
individual entity estimates for which reserve esties are made.

Reported total reserves estimated by determingstiprobabilistic methods, whether comprised of regle reserves entity or an aggre!
estimate for multiple entities, should target tbkofving levels of certainty under a specific seeoconomic conditions:

a. There is a 90% probability that at least tharested proved reserves will be recovered.

b. There is a 50% probability that at least the stithe estimated proved reserves plus probabervres will be recovered.

c. There is a 10% probability that at least the safnthe estimated proved reserves plus probablerres plus possible reserves will
recovered.

A quantitative measure of the probability associatéth a reserves estimate is generated only whgmlaabilistic estimate is conducted.
majority of reserves estimates will be performethgideterministic methods that do not provide amngitetive measure of probability.
principle, there should be no difference betweg¢imetes prepared using probabilistic or determimistethods.

Additional clarification of certainty levels assatgd with reserves estimates and the effect ofegggion is provided in Section 5.5.3 of
COGE Handbook. Whether deterministic or probaldistethods are used, evaluators are expressingpttgessional judgement as to what
reasonable estimates.

The crude oil and natural gas industry commonlliepm conversion factor to production and estimhgeved reserve volumes of natural
in order to determine an “all commodity equivaleéhmferred to as barrels of oil equivalent (“bo€The conversion factor we have applie
this Report is the current convention used by nahgnd gas companies, where six thousand cubtdfeef”) is equal to one barrel (“bblI”")A
boe is based on an energy equivalency conversitinati@rimarily applicable at the burner tip. It magt represent equivalency at the wellt
and may be misleading if used in isolation.

Internal Controls for Reserves Reporting: A significant component of our internal contratsour reserve estimation effort is our practic
using an independent third-party reserve engingeditm to prepare 100% of our yeand proved and probable reserves. The qualificatad
this firm are discussed below under “Independenud Qualifications of Reserve Preparefhe Board of Directors of the Company
reviewed the reserves estimates and procedurestpracceptance of the report. The Board of Dinechas sufficient technical training
experience to review and approve the report.
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Our director Mr. McNeil, chair of our petroleum andtural gas committee maintains oversight and tiamge responsibility for the interr
reserve estimate process and provides appropridtetd our independent third party reserve engingeestimate our yeand reserves. NV
McNeil is a selfemployed oil and gas consultant and has been ahgsigpst since 1972. Mr. McNeil is a member of thssociation ¢
Professional, Engineers, Geologists and Geophysiaf Alberta, Society of Exploration Geophysicis@anadian Society of Explorati
Geophysicists, American Association of Petroleunol@gists and the Canadian Society of Petroleum Gggsts.

Independence and Qualifications of Reserve PrepareiVe engaged Sproule Associates Limited (“Sprouldliyd-party reserve engineers
prepare our reserves as of the effective date Augls2011, 2010 and 2009 completed on October207,1, November 30, 2010 &
November 30, 2009 respectively, in accordance wagerves definitions, standards and proceduresio®at in the Canadian Oil and (
Evaluation Handbook (COGE), the Canadian Securiidsinistrators National Instrument 51-101 (NI 5Q@1) using Forecast Prici
Assumptions and, for the Securities and Exchangar@ission, using Constant Pricing Assumptions. ®uhnical person responsible for
reserve estimates at Sproule meets the requiremeg#sding qualifications, independence, objegtidhd confidentiality set forth by T
Association of Professional Engineers, Geologistd &eophysicists of Alberta (APEGGA). Sproule is independent firm of petrolet
engineers, geologists, geophysicists and petropisysi they do not own any interest in our progsrind are not employed on a continger
basis.

Year-end reserves quantities for the years ended AWgfys2011, 2010 and 2009 shown in the following GamsPrices and Cost tables w
calculated using the unweighted arithmetic aveafgihe first-day-of-thenonth price for each month within the 12 month eenprior to th
end of the reporting period.

Appropriate adjustments have been made to accoumuality and transportation, to the constant ratgas prices, and to the constant na
gas byproducts prices to reflect historical prices reediVor each area. It should not be assumed thatifitounted net present value estim
by Sproule represents the fair market value ofréiserves. Where the present value is based onatmsice and cost assumptions, there
assurance that such price and cost assumptionbewittained and variances could be material.

At August 31, 2011, our developed properties inelad5.1975% working interest in a natural gas latiated in the Botha area Northw
Alberta near the town of Manning, Canada held thhoour wholly owned subsidiary 1354166 Alberta. Tt is governed by a Pooli
Agreement dated December 1, 1991 (covering Naftbaal in the Debolt formation) which contains a RighFirst Refusal provision. Unde
participation agreement dated October 15, 20034186 Alberta’s working interest is held in trustdyoint interest partner.

The table below sets out in CDN dollars the cortgpaites and the exchange rate used at August@i1l, 2010 and 2009. As of August
2011 all of our reserves were located in Albertan&tia.

August 31, 201: Natural Gas Alberta AEC-C $3.77/Mcf
Exchange Rate 1.01$ US/$ CDN

August 31, 201! Natural Gas Alberta AEC-C 4.07 $/Mcf
Exchange Rate 0.956 $ US/$ CDM

August 31, 200! Natural Gas Alberta AEC-C 2.14 $/Mcf
Exchange Rate 0.9132 $ US/$ CDt

Proved and Probable Reserve Quantity Estimates: The following table reflects estimates of oury@é and probable developed reserve
at August 31, 2011, 2010, and 2009 as reportedobyute stated in CDN dollars. All of our gas me®ss are located in Canada. The follov
table represents our gross and net interest invesdafter crown royalties, freehold royalties averriding royalties and interests ownec
others). Numbers may not add due to rounding.
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Summary of Oil and Gas Reserve
Constant Prices and Costs

Remaining Reserve:!

August 31, 2011 Natural Gas (nor-associated & associatec
Reserves Categon Gross (MMcf) Net (MMcf)
Proved Developed Producil 15z 12¢
Probable Developed Producing 42 34
Total Proved Plus Probable 19t 161

August 31, 201(
Reserves Categon

Proved Developed Producii 18< 152
Probable Developed Producing 58 48
Total Proved Plus Probable 241 20C

August 31, 200¢
Reserves Categon

Proved Developed Producil 35 29
Probable Developed Produci 12 10
Total Proved Plus Probable 47 39

The following table represents the summary of oat Revenue based on Constant Prices and costebeémme taxes. Numbers may not
due to rounding.

Summary of Net Revenue
Constant Prices and Costs
(Undiscounted)

Well
Abandonment
Operating and Net
Revenue Royalties Costs Reclamation Revenue
Reserves Categon (M$) (M$) (M$) Costs (M$) (M$)
August 31, 2011
Proved Developed Producil 59¢ 77 414 4 103
Probable 165 26 11€ - 23
Total Proved Plus Probable 764 104 53C 4 12¢
August 31, 201(
Proved Developed Producii 69¢ 10z 41¢ 5 17:¢
Probable 22¢ 32 13t - 56
Total Proved Plus Probable 921 134 554 5 22¢
August 31, 200¢
Proved Developed Producii Nil Nil Nil Nil Nil
Probable Nil Nil Nil Nil Nil
Total Proved Plus Probable Nil Nil Nil Nil Nil

The following table represents the summary of atrpresent value of Future Net Revenue based ost&@unPrices and costs before inc
taxes and discounted as follows. Numbers may rebdaeé to rounding.
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Summary of Net Present Values of
Future Net Revenue
Constant Prices and Costs
Net Present Values of Future Net Revenu
Before Income Taxes Discounted at (%/Yeat

Reserves Categorn 0 (M$) 5 (M$) 10 (M$) 15 (M$) 20 (M$)
August 31, 2011
Proved Developed Producii 10¢ 86 73 63 56
Probable 23 15 11 8 7
Total Proved Plus Probable 12€ 101 84 72 63
August 31, 201(
Proved Developed Producii 17¢ 13t 11C 93 81
Probable 56 32 20 13 9
Total Proved Plus Probable 22¢ 167 13C 10€ 90
August 31, 200¢
Proved Developed Producii Nil Nil Nil Nil Nil
Probable Nil Nil Nil Nil Nil
Total Proved Plus Probable Nil Nil Nil Nil Nil

Production Volume: The following table sets forth the net quantitidsnatural gas produced during the fiscal yeadedrAugust 31, 201
2010 and 2009.

August 31, 2011 2010 2009

Natural Gas (Mcf 19,50( 24,95( 16,41:

Historical Production: The following table sets out our net share ofdpiadion, average sales prices, average royaltiesluption costs at
average net back per unit of production for thedigears ended August 31, 2011, 2010 and 2009.

For the Years Ended

Historical Production August 31, 201 August 31, 2011 August 31, 200!
Natural Ga- Mcf/d 53 68 451
Natural Gas Price $/Mcf $ 3.6 % 44z $ 3.4z
Royalty Costs- $/Mcf 0.7¢€ 0.9¢ 0.62
Production Cost- $/Mcf 2.6¢ 2.62 3.281
Net Back- $/Mcf $ 024 % 0.6z $ (0.49)

Producing Wells: The following table sets out the number of grasd net producing oil and natural gas wells anchtiveber of gross and 1
nonproducing oil and natural gas wells that we havenaégrest in by location at August 31, 2011, 20hd 2009. A gross well is a well
which we own an interest. A net well represenésftactional interest we own in gross wells.

August 31 2011 2010 2009

Alberta, Canada Gross Net Gross Net Gross Net
Natural Gas Wel-Producing 3.C .1552¢ 3.C .1552¢ 3.C .1552¢
Natural Gas Wel-Non Producin¢ 6.C .310¢ 6.C .310¢ 6.C .310¢
Texas, USA

Oil Wells - Non Producing 4.C 3.8C Nil Nil Nil Nil

Acreage: The following table sets forth the developed andaweloped acreage of the projects in which the Gamholds an interest, ot
gross and a net basis as of August 31, 2011, 26d02809. The developed acreage is stated on ttie baspacing units designated
provincial authorities and typically on the basfs160 acre spacing unit for oil production and &ie spacing unit for gas productior
Alberta. Our developed acreage is located in AtheCanada. Our undeveloped acreage is locatedvial@ County, Texas.

August 31, 2011 2010 2009
Gross Net Gross Net Gross Net
Developed Acreage, Cana 8,32( 432 8,32( 432 8,32( 432
Undeveloped Acreage, US 5,26¢ 4,79: 5,26¢ 4,87 Nil Nil

Additional Information Concerning Abandonment and Reclamation Costs: We base our estimates for costs of abandonmed
reclamation of surface leases and wells on prevyserience with similar well site locations andrdén, estimates obtained from &
operators and various regulatory abandonment goateand requirements.
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We believe that our range of estimates for aband@errand reclamation costs are reasonable and apfdito our wells. Our independ
qualified reserves evaluator has also estimatedasicosts in deriving our estimate of future ne¢enue. Ultimately all wells in which hav
have an interest will require abandonment and neaton. The total estimated undiscounted cashdladjusted for inflation required to se
our asset retirement obligations for 4.27 net wilisthe fiscal year ended August 31, 2011 is axiprately $102,974. Using a credit adjus
risk free rate of 7% and an inflation rate of 3.8% amount is approximately $50,208. We estimia#e the settlement of these obligations
occur between 2022 and 2030.

Capitalized Costs related to oil and gas activitiesThe following table summarizes the costs incurnedour oil and gas interests
acquisition, exploration, and development actigifier the three years ended August 31, 2011, 26d®a09.

Oil and Gas Interests 2011 2010 2009
Develope-Alberta, Canad

Net book value at Septembe $ 314,00 $ 407,00 $ 44¢
Acquisition of 1354166 Albert - - 538,99!
Depletion (23,13¢) (38,370 (26,639
Change in asset retirement obligation estim 1,60(C - -
Write down of oil and gas interests (49,46 (54,630 (105,809
Total developed, Alberta Cana 243,00( 314,00( 407,00(
Undevelope-Texas USA

Net book value at Septembe 5,695,29 - -
Acquisition of oil and gas interes - 212,78( -
Exploration expenditure 3,158,68! 10,04¢ -
Asset retirement obligatic 44,15( - -
Acquisition of Dyami Energy - 5,472,46. -
Total undeveloped, Texas, U¢ 8,898,12 5,695,291 -
Total developed and undevelope $ 9141120 $ 6,009,290 $ 407,00(

Present Activities, Results of Exploration and Driling: In August 2010, Dyami Energy commenced operatiordrill its Dyami/Matthew
#1-H well on the Matthews Lease to a measured dep8&h5ai3 feet, of which 5,114 feet was vertical ddpthb the Del Rio formation. The w
was whipstocked at the top of the Austin Chalk fation and drilled with an 800 foot curve and exeshtiorizontally 3,300 feet into the Eg
Ford shale formation. The well was logged extergiamd 36 sidewall cores were taken from 4 key fations in descending order, the
Miguel, the Austin Chalk, the Eagle Ford and thel&uThe logs were interpreted by Weatherford Irggomal Ltd and the sidewall cores w
analyzed by Core Laboratories and Weatherford. Weef@mulating a detailed frac design and compfetitan for the Dyami/Matthews #1
well.

On January 20, 2011 we commenced drilling our 1@@8tking interest Murphy/Dyami #1 test well on it$627 gross acre Murphy Le:
located in Zavala County, Texas. The well was elllilto to a vertical depth of 4,588 feet into thed8dormation. The well was logged :
sidewall cores were taken from 5 key formationsEseondido, the Serpentine, the Eagle Ford shadeGeorgetown and the Buda. The
were interpreted by Weatherford International ladd the sidewall cores have been analyzed by Caberatories and we are formulatin
completion program.

On March 29, 2011 we commenced drilling the Matts@yami #3 well on the Matthews Lease, Zavala Cpuh¢xas. The well was drilled

a vertical depth of approximately 3,500 feet to Haese of the San Miguel formation. Subsequently,cammpleted a nitrified acid injecti
operation and the heavy oil well has been placeproduction testing.
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On March 31, 2011 we entered into a Farmout Agregrftee “Farmout”) from surface to the base of 8en Miguel formation (theSar
Miguel”) on the Matthews Lease located in Zavala Countya$eldnder the Farmout, the farmee may spend ufs&11050,000 on explorati
and development of the San Miguel to earn a maxinofi®2.50% working interest (31.875% net revenueragst). Under the terms of -
Farmout, the farmee may earn an initial 25% ofwarking interest in the San Miguel by paying 100#4he costs to drill, complete, equip
perform an injection operation on a test well wepth of approximately 3,500 feet (the “Initial T&gell”). After the performance of the Init
Test Well, the farmee may increase its working rege to 50% of our working interest by spending #mire $1,050,000 on additiol
operations on the San Miguel in a good faith efforproduce hydrocarbons. During the year endedusugl, 2011, we received US$647,
from the farmee for costs related to the drillingmpletion and injection operation of the Matthéysmi #3 well. As at August 31, 2011
had not assigned any interest to the farmee is&meMiguel formation.

Subsequent to our year ended August 31, 2011, wmenemced drilling its Matthews/Dyami #2H well locdt@ Zavala County, Texas.

Governmental Regulation/Environmental Issues: Our oil and gas operations are subject to variGamadian and US governme
regulations. Matters subject to regulation incldikcharge permits for drilling operations, drilliagd abandonment bonds, reports conce
operations, the spacing of wells, and pooling afpgrties and taxation. From time to time, regulatigencies have imposed price controls
limitations on production by restricting the rafieflow of oil and gas wells below actual productioapacity in order to conserve supplies o
and gas. The production, handling, storage, tramaiian and disposal of oil and gas, pryeducts thereof, and other substances and ma
produced or used in connection with oil and gasratens are also subject to regulation under fddstate, provincial and local laws ¢
regulations relating primarily to the protectiontafman health and the environment. To date, expaedirelated to complying with these la
and for remediation of existing environmental comtzation, have not been significant in relationthie results of operations of our comp:
The requirements imposed by such laws and regogtme frequently changed and subject to interfioetaand we are unable to predict
ultimate cost of compliance with these requirementsheir effect on our operations (See, Item R4y Information - Risk Factors).

ITEM 4A UNRESOLVED STAFF COMMENTS
Not Applicable
ITEM5 OPERATING AND FINANCIAL REVIEW AND PROSPECTS

The following discussion should be read in conjiomctvith our “Selected Financial Datatinder Item 3 above, our Audited Consolidi
Financial Statements for the fiscal years endeduAt@1, 2011, 2010 and 2009 and notes thereto declwnder‘ltem 17”. Unless otherwis
indicated, discussion under this Item is based @madian dollars and is presented in accordance withnadian Generally Accept
Accounting Principles“GAAP”). For reference to differences between Canadian GAA® United States Generally Accepted Accou
Principles (US GAAP”) see Note 17 to our Audited Consolidakédancial Statements for the fiscal years endedusugl, 2011 and 2010.

Certain measures in this discussion and analysisndb have any standardized meaning as prescribedCayadian generally accept
accounting principles such as netback and otherdpotion figures and therefore are considered @HRAP measures. Therefore th
measures may not be comparable to similar meaqunesented by other issuers. These measures hauwelbseribed and presented in orde
provide shareholders and potential investors witldiEional information regarding the Compé’'s liquidity and its ability to generate funds
finance its operations

Certain statements made in this Item are forwamking statements under the Reform Act. Forwérdking statements are based on cur
expectations that involve a numbers of risks andettainties, which could cause actual events owlitssto differ materially from tho:
reflected herein. See, Iltem 3.D Key Informatid®isk Factors for discussion of important factor$jat could cause results to differ materi
from the forware looking statements below.
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Overview

Eagleford Energy Inc. is amalgamated under the l#vise Province of Ontario. We are a reportingiesswith the United States Securities
Exchange Commission and our common shares tratleeddver-the-Counter Bulletin Board (OTCBB) undez symbol EFRDF.

Our business focus consists of acquiring, exploang developing oil and gas interests. The rectil@saof the amount shown for the
properties is dependent upon the existence of ecmadly recoverable reserves, the ability of tharany to obtain the necessary financir
complete exploration and development, and futuoditable production or proceeds from dispositiorsa€h propertyOur oil and gas intere:
are locatedn Alberta, Canada and Zavala County, Texas. e latdéds a 0.3% net smelter return royalty on eighting claims located in R
Lake Ontario which is carried on the ConsolidatedaBce Sheets at $Nil.

Our Audited Consolidated Financial Statements ffier year ended August 31, 2011 and 2010 includetheunts of the Company, and
wholly owned subsidiaries 1354166 Alberta Ltd. &ydmi Energy from the date of acquisition August 3010.

On November 12, 2009, our wholly owned subsidiat@6768 Ontario Inc. changed its name to Eagleforergy Inc. On November 30, 2(
we amalgamated with Eagleford Energy Inc. and uperamalgamation our new name became Eaglefordjhec.

Capital Management

Our objectives when managing capital are to ensaurevill have sufficient financial capacity, liqutgiand flexibility to funds its operatior
growth and ongoing exploration and development céments on its oil and gas interests. We are depinoh funding these activities throt
debt and equity financings. Due to long lead cydEsur exploration activities, our capital requirents currently exceed our operation «
flow generated. As such we are dependent uponefditnancings in order to maintain our flexibilitpé liquidity and may from time to time
required to issue equity, issue debt, adjust cegp@nding or seek joint venture partners.

We manage the capital structure and makes adjusgnterit in light of changes in economic conditicensd the risk characteristics of i
underlying assets in order to meet current and mja® obligations. Current plans for the developmemtnmitments of our Texas lea
include debt or equity financing or seeking andaobihg a joint venture partner.

The board of directors does not establish quaivitateturn on capital criteria for management, kather relies on the expertise of
management and favourable market conditions t@suBtture development of the business.

As at August 31, 2011and 2010 we consider our abgiitucture to comprise of shareholders equityland-term debt.

Management reviews our capital management approacdn ongoing basis and believes that this appragiebn the relative size of us,
reasonable.

There were no changes in our capital managememtgitive period ended August 31, 2011.

We are not subject to any externally imposed m&stris on its capital requirements.

Critical Accounting Policies and Estimates and Chage in Accounting Policies and Initial Adoption

Our significant accounting policies, estimates ahdnges to accounting policies are also describatied Notes to the Audited Consolide
Financial Statements for the fiscal years endeduau@l, 2011, 2010, and 2009 (See Item 1Firancial Statements). It is increasir
important to understand that the application ofegally accepted accounting principles involvesaiarassumptions, judgments and estin
that affect reported amounts of assets, liabilitiegenues and expenses. The application of ptegigan cause varying results from compal
company.

The most significant accounting policies that intpacrelate to oil and gas accounting and resestimates.
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Our consolidated financial statements have beepapeel in accordance with accounting principles pehe accepted in Canada. 1
preparation of our consolidated financial statemémtaccordance with US GAAP have resulted in diffiees to the consolidated balance ¢
and the consolidated statement of loss, comprefenisss and deficit from the consolidated finanatdtements prepared using Cana
GAAP (see Reconciliation to Accounting Principlesn@rally Accepted in the United States below).

Summary of Significant Accounting Policies

Nature of Operations and Going Concern

Eagleford Energy Inc.’s (“Eagleford” or the “Compydh business focus consists of acquiring, exploring dedeloping oil and gas intere:
The recoverability of the amount shown for thesgpprties is dependent upon the existence of ecaadignrecoverable reserves, the abilit
the Company to obtain the necessary financing toptete exploration and development, and futureitaiole production or proceeds fr
disposition of such property. In addition the Compéolds a 0.3% net smelter return royalty on 8ingrclaim blocks located in Red La
Ontario which is carried on the consolidated batasbeets at nil. The Compasytommon shares trade on the OTCBB under the s
EFRDF.

These consolidated financial statements have begpaped on a going concern basis which contemplatesealization of assets and
payment of liabilities in the ordinary course okiness.

The Company has accumulated significant losseqagdtive cash flows from operations in recent yednigh raises doubt as to the validity
the going concern assumption. As at August 31, 281l Company had a working capital deficiency 4{8%0,621 and an accumulated de
of $2,469,792. The Company does not have suffidiemtis to meet its liabilities for the ensuing tweimonths as they fall due. In asses
whether the going concern assumption is appropmadégagement takes into account all available mé&iion about the future, which is at le
but not limited to, twelve months from the end loé¢ treporting period. The Company's ability to comé operations and fund its liabilities
dependent on management's ability to secure addltfiinancing and cash flow. Management is purssingh additional sources of financ
and cash flow to fund its operations and obligatiand while it has been successful in doing sbénplast, there can be no assurance it w
able to do so in the future. Management is awareaking its assessment, of material uncertainéileded to events or conditions that may
significant doubt upon the Company's ability to thame as a going concern. Accordingly, they do give effect to adjustments that would
necessary should the Company be unable to contisua going concern and therefore realize its assmdsliquidate its liabilities a1
commitments in other than the normal course ofrimrss and at amounts different from those in th@rmapanying consolidated financ
statements.

The Company plans to obtain additional financingway of debt or the issuance of common shares mesmher means to service its cur
working capital requirements, any additional oraraeen obligations or to implement any future opyities.

Significant Accounting Policies

These consolidated financial statements of Eaglefiave been prepared in accordance with generadigpaed accounting principles in Can
(“Canadian GAAP”).The preparation of these consolidated financiakstants in accordance with generally accepted atcmuprinciples i
United States (“US GAAP”have resulted in differences to the consolidatddriz@® sheets and the consolidated statements cditapes an
comprehensive loss and consolidated statementhasélsolders’equity from the consolidated financial statemeneppred using Canadi
GAAP (see Note 17 to the financial statements).

Principles of Consolidation

On November 12, 2009, the Companyvholly owned subsidiary, 1406768 Ontario Inc.rded its name to Eagleford Energy Inc.
November 30, 2009 the Company amalgamated withefiagl Energy Inc. and continued operations as EagldEnergy Inc. The consolidal
financial statements include the accounts of Eagikfthe legal parent, together with its wholly @gnsubsidiaries, 1354166 Alberta Ltd.
Alberta operating company, and Dyami Energy LLCTexas limited liability exploration stage comparill inter-company accou
transactions have been eliminated on consolidation.

Oil and Gas Interests

The Company follows the successful efforts methioaicoounting for its oil and gas interests. Unds tnethod, costs related to the acquisi
exploration, and development of oil and gas intsrase capitalized. The Company carries as an,asqabratory well costs if a) the well fou
has sufficient quantity of reserves to justify éampletion as a producing well and b) the Companymaking sufficient progress assessin¢
reserves and the economic and operating viabifithe project. If a property is not productive @nmemercially viable, its costs are written of
operations. Impairment of non-producing properlisesssessed based on management's expectatidtrespbperties.
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Developed oil and gas reserv- Developed oil and gas reserves are reservesyafaegory that can be expected to be recovered:

0] Through existing wells with existing equipment agkrating methods or in which the cost of the negfiequipment is relatively mir
compared to the cost of a new well; ¢

(i)  Through installed extraction equipment and infrastiire operational at the time of the reservesnedt if the extraction means is by
involving a well.

Undeveloped oil and gas reservet)ndeveloped oil and gas reserves are reservesyofategory that are expect to be recovered from
wells on undrilled acreage, or from existing wellsere a relatively major expenditure is requiredrézompletion.

0] Reserves on any undrilled acreage shall be lintitetthose directly offsetting development spacingaarthat are reasonably certai
production when drilled, unless evidence usingal#é technology exists that establishes reasomabtainty of economic producibili
at great distance

(i) Undrilled locations can be classified as havingawadoped reserves only if a development plan haa bdopted indicating that they
schedules to be drilled within five years, unldssdpecific circumstances justify a longer timed

(i)  Under no circumstances shall estimates for undpeeloeserves be attributable to any acreage farhwdm application of fluid injectic
or other improved recovery technique is contemplatmless such techniques have been proved eféeloyivactual projects in the sa
reservoir or an analogous reservoir, or by othé&ence using reliable technology establishing reabte certainty

Depletion and Depreciation
Depletion of oil and gas properties and depreaiadibproduction equipment are calculated on thé effproduction basis based on:

(a) total estimated proved reserves calculateddoraance with National Instrument 804, Standards of Disclosure for Oil and Gas Atiasi

(b) total capitalized costs, excluding undevelopstds and unproved costs, plus estimated futureldpment costs of proved undevelo
reserves; and

(c) relative volumes of oil and gas reserves amdipetion, before royalties, converted at the enemyivalent conversion ratio of six thous
cubic feet of natural gas to one barrel of oil.

Impairment of Long-Lived Assets

The carrying values of property and equipment argewed for impairment whenever events or circumsta indicate that the recover:
amount may be less than the carrying value. Theraiation of when to recognize an impairment fimssa longlived asset to be held &
used is made when its carrying value exceeds tted tmdiscounted cash flows expected from its usé eventual disposition. Wh
impairment is indicated, the amount of the impamimess is determined as the excess of the carmnyéhge of the amount over its fair va
based on estimated discounted cash flows from udisposition.

Revenue Recognition

Revenues from the production of oil and gas progeih which the Company has an interest with jpettners, are recognize, on the bas
the Companys working interest in those properties (the entidat method), on receipt of a statement of accénamh the operators of tl
properties.

29




Environmental and Site Restoration Costs

The Company recognizes an estimate of the liabdiggociated with an asset retirement obligatiorR@®) in the financial statements at
time the liability is incurred. The estimated famlue of the ARO is recorded as a Iaegm liability with a corresponding increase in
carrying amount of the related asset. The capédlemount is depleted on a straijhe basis over the estimated life of the assee [Mdbility
amount is increased each reporting period dueg@#ssage of time and the amount of accretion égatipns in the period. The ARO can i
increase or decrease due to changes in the essimfatiening of cash flows or changes in the origiestimated undiscounted cost. Actual ¢
incurred upon settlement of the ARO are chargethagthe ARO to the extent of the liability recodde

Foreign Currencies

The functional and reporting currency of the Companthe Canadian dollar. Monetary assets andliigsi are translated at exchange rate
effect at the balance sheet date. Noonetary assets are translated at exchange ragéfeat when they were acquired. Revenue and exg
are translated at the approximate average rateabia@ge for the year, except that amortizationaisdlated at the rates used to translate re
assets.

One of the Company’subsidiaries uses the US Dollar as the functionakncy. However, this subsidiary is considergdgrated to Eaglefo
Energy Incs operations since it relies on the Company to ftsxdperations. Hence translation gains and losk#ss subsidiary are chargec
the consolidated statement of operations.

Marketable Securities

At each financial reporting period, the Companyneates the fair value of investments which are Hetetrading, based on quoted closing
prices at the consolidated balance sheet daté @ldsing bid price on the last day the securéyged if there were no trades at the consolic
balance sheet dates and such valuations are egflacthe consolidated financial statements. Thaltiag values for unlisted securities whe
of public or private issuers, may not be reflectifehe proceeds that could be realized by the Gampipon their disposition. The fair value
the securities at August 31, 2011 was $1 (2010.- $1

Financial Instruments
All financial instruments are measured at fair wabn initial recognition of the instrument. Measuent in subsequent periods depend

" ou "o

whether the financial instrument has been claskifie “held-for-trading”, “available-for-sale”, “hieto-maturity”, “loans and receivablesy
“other financial liabilities” as defined by the dijgable accounting standards.

Cash and cash equivalents are designated as ‘tretdafling” and is measured at fair value, whicpragimates carrying value.

Marketable securities are designated as “heldrfditg” and measured at fair value with unrealized gairtslasses recorded in net incc
until the security is sold or if an unrealized léissonsidered other than temporary, the unrealizgslis expensed.

Accounts receivable are designated as “loans areivable”and are carried at amortized cost. Accounts payeatdeaccrued liabilities, secu
notes payable and shareholder loans are desigastedher financial liabilities” and are carriedaahortized cost.

The CICA Handbook Section 3862 — “Financial Instemmts — Disclosuretequires an entity to classify fair value measunetsién accordanc
with an established hierarchy that prioritizes ithguts in valuation techniques used to measurevidire. The levels and inputs which may
used to measure fair value are as follows:

Level 1 — fair values are based on quoted pricefive markets for identical assets or liabilities

Level 2 —fair values are based on inputs other than quoteggpthat are observable for the asset or ligbigither directly (as prices)
indirectly (derived from prices); or

Level 3 — applies to assets and liabilities fortgthat are not based on observable market datehware unobservable inputs.
Cash Equivalents

Cash equivalents include trust accounts, and teposits with maturities of less than three months.
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Estimates and Measurement Uncertainty

The preparation of the consolidated financial stegiets in accordance with Canadian GAAP requiresagament to make estimates
assumptions that affect the values and presentafiassets, liabilities, revenues, expenses araodisres of contingencies and commitme
Such estimates primarily relate to unsettled treisas and events at the balance sheet date whectbased on information available
management at each financial statement date. Actgalts may differ from those estimated.

Areas where management is required to make signifiestimates are as follows:

i. Depletion and impairment of Oil and Gas Interesésdetermined using estimates for resource reseanelsthe impairment assessn
of Oil and Gas Interests requires further assumptifor future commodity prices, royalties, opemgticosts, development co:
abandonment costs, and the fair value of unprovepeapties, all of which are inherently uncertairo mitigate the risk th
inappropriate assumptions are used, estimates/aheag¢ed by independent reserve evalua

ii. The provision for asset retirement obligations repumanagement to estimate the timing and amducash flows required to ret
its Oil and Gas Interest

iii. The Company uses the Bla8choles option pricing model to determine the failue of stock options and common share purc
warrants granted. This model requires managemeestimate the volatility of the Compasyfuture share price, expected live
stock options and warrants and future dividenddgt

iv. The recognition of future income tax assets regujuelgment as to whether future taxable income béllsufficient to realize tl
benefit of these tax asse

By their nature, these estimates are subject tsurement uncertainty and the effect of changesiéh gstimates on the consolidated fina
statements for current and future periods couldigpeificant.

Income Taxes

The Company follows the liability method of accangtfor income taxes. Under this method, futureoine tax assets and liabilities
determined based on temporary differences betwiaandial reporting and tax bases of assets anditied, as well as for the benefit of los
available to be carried forward to future yearstéor purposes. Future income tax assets and tiabitire measured using substantively en.
tax rates and laws that will be in effect when dlifferences are expected to reverse. Future indamassets are recognized in the fina
statements if realization is considered more likélgn not. A valuation allowance against future &asets is provided to the extent thal
realization of these future tax assets is not rlikedy than not.

Non-Monetary Transactions

Transactions in which shares or other mash consideration are exchanged for assets dcegr@re measured at the fair value of the ass
services involved in accordance with Section 383lof-monetary Transactions™f the Canadian Institute of Chartered Accoun
Handbook (“CICA Handbook”).

Stock-Based Compensation

The Company follows a fair value based method obanting for all Stock-based Compensation and C#tteckbased Payments to employ
and nonemployees. The fair value of all share purchaseongtis expensed over their vesting period withoaresponding increase
contributed surplus. Upon exercise of share pueclogdions, the consideration paid by the optiordénltogether with the amount previot
recognized in contributed surplus, is recordedragarease to share capital. The Company uses ldek-Bcholes option valuation model
calculate the fair value of share purchase optidrike date of grant.

The quoted market price of the Companghares on the date of issuance under any stocgersation plan is considered as fair value ¢
shares issued.

Loss Per Share

Basic loss per share is calculated by dividing loss (the numerator) by the weighted average nurobeommon shares outstanding
denominator) during the period. Diluted loss pearshreflects the dilution that would occur if oatsding stock options and share purc
warrants were exercised or converted into commaineshusing the treasury stock method and are atécliby dividing net loss applicable
common shares by the sum of the weighted averagdeuof common shares outstanding and all additiomamon shares that would hi
been outstanding if potentially dilutive common ri@sahad been issued.
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The inclusion of the Company’s stock options andrslpurchase warrants in the computation of dillbsg per share would have an anti-
dilutive effect on loss per share and are thereéxauded from the computation. Consequently, themo difference between basic loss
share and diluted loss per share.

Warrants

When the Company issues Units under a private planecomprising common shares and warrants, thep@oynfollows the relative fair val
method of accounting for warrants attached to asded with common shares of the Company. Undemikthod, the fair value of warra
issued is estimated using a Blaskholes option price model. The fair value is thelated to the total of the net proceeds receivedssuanc
of the Common shares and the fair value of theamsrissued therewith. The resultant relative falue is allocated to warrants from the
proceeds and the balance of the net proceedoatdd to the Common shares issued.

Change In Accounting Policies And Future Accounting®ronouncements

Change in Accounting Policies
Business Combinations

In January 2009, the CICA issued Section 1582, liflzes Combinations”, Section 1601, “Consolidatiom@sid Section 1602, “NoGontrolling
Interests”. These sections replace the former @edtb81, “Business Combinations”, and Section 16G@nsolidated Financial Statements”
and establish a new section for accounting forrecantrolling interest in a subsidiary.

Sections 1582 and 1602 will require net assets;aootrolling interests and goodwill acquired in asimess combination to be recorded at
value and norcontrolling interests will be reported as a compunef equity. In addition, the definition of a bness is expanded anc
described as an integrated set of activities asdtaghat are capable of being managed to provigéuen to investors or economic benefit
owners. Acquisition costs are not part of the cdasition and are to be expensed when incurredioBet601 establishes standards for
preparation of consolidated financial statemenitee dompany will adopt these standards concurrevitly IFRS.

Future Accounting Pronouncements
Adoption of International Financial Accounting Stands (“IFRS”)

On January 1, 2011, public companies in Canada weepgred to adopt IFRS.

Public companies in Canada were required to adap8lfor the years beginning on or after JanuaB011. For the company, the adoption
is September 1, 2011.

Consequently, effective September 1, 2011, the Goy@dopted IFRS as the basis for preparing itsaaated financial statements. -
company will prepare its consolidated financiatestaents for the first quarter ending November 31,12in accordance with IFRS, which \
include comparative data for the prior year alsgppred in accordance with IFRS as well as an ogeliRS balance sheet at Septemb
2010.

The initial phase of implementation included cortoepapplication of the new rules, analysis of @@mpanys accounting data and assessi
of key areas that may be impacted and a considerati the exemptions allowed under IFRS1, finste adoption of IFRS. In this pha
Property, Plant and Equipment, Exploration and &atbn Assets, Impairment Testing and Asset Retrgmdbligations were identified as |
areas.

IFRS Conversion Plan

There are significant accounting policy changescgated on adoption of IFRS which are describedniore detail below. Most adjustme
required on transition to IFRS will be made retexdjvely against opening retained earnings asefitite of the first comparative balance s
being September 1, 2010. In July 2009, the Inteynat Accounting Standards Board (“IASB”) issuedeamdments to IFRS 1First time
adoption of IFRS” allowing additional exemptions fost-time adopters.

The IFRS conversion plan consists of three phaséteatified below:
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Phase 1~ Initial Scoping (Completed)

Eagleford’s Management has undertaken a prelimihaylydevel scoping study to consider the potential impddhe implementation of IFF
on the Company financial reporting. The initial scoping includée identification of key differences between GHiaa GAAP and IFRS, al
high-level changes required in accounting policggstems and processes.

Phase - Detailed Assessment and Design (In progress)
Comprehensive documentation and analysis of chaingascounting standards, policies, processes amtkgures identified on scoping fr
Phase 1.

Phase = Implementation (In progress)
Implementation and execution of changes identifiech Phase 2.

Potential Impact of IFRS Adoption
Significant differences that have been identifietileen Canadian GAAP and IFRS that will impactGoenpany’s are:

« IFRS 1- First-time adoption of IFRS

« |AS 16- Property, plant and equipme

« IFRS 6- Exploration and evaluation asse

« |IAS 36- Impairment testing

« |IAS 37-Provision, contingencies liabilities and continges@ssets (Decommissioning costs);
« Anincreased level of disclosure requirements.

These differences have been identified based onufrent IFRS standards issued and expected to bffeict on the date of transition. Cer
IFRS standards may be modified, and as a reseliptpact may be different than the Compamrrent expectations. Management is curr
determining the financial statement impact of thesandards. The impact on the consolidated finhrstiatements is not reasone
determinable at this time.

IFRS 1- First Time Adoption of IFRS

The transition to IFRS requires the Company toappRS 1, which prescribes requirements for pregai-RS compliant financial stateme
in the first reporting period after the changeodate (July 1, 2011). IFRS 1 includes a requirenfi@ntetrospective application of each IF
standard as if they were always in effect. IFRSIdb anandates certain exemptions for retrospectiwgli@ation and provides optior
exemptions from retrospective application to easeransition to IFRS in the transition year.

This standard will have a significant impact on E&wd’s consolidated financial statements, at least ftoerperspective of reconciliation fri
Canadian GAAP to IFRS. However, this standard haspbtential to be most complex to implement aneehthe greatest financial staten
impact depending on policies choices made by Eaglef

IAS 16- Property Plant and Equipment

Items of property, plant and equipment, which idelypetroleum and natural gas development and ptiodugssets, are measured at cost
accumulated depletion and depreciation and accuetiianpairment losses. Development and productgseta are grouped into CGUs
impairment testing. The cost of property, plant aadipment at the date of transition to IFRS ughegrevaluation model, are expected t
recorded at their previous Canadian GAAP carryimgant under successful efforts, as allowed undetfRS 1.

When significant parts of an item of property, pland equipment, including petroleum and natural ipéerests, have different useful liv
they are accounted for as separate items (majopcoents).

Gains and losses on disposal of an item of propeiant and equipment, including petroleum and ratgas interests, are determinec
comparing the proceeds from disposal with the @agrgmount of property, plant and equipment and@cegnized net within profit or loss.

The Company is currently evaluating the impacthd accounting standard.
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IFRS 6- Exploration and Evaluation Expenditures

Pre-acquisition expenditures on oil and gas assetseam@gnized as an expense in the statement of apegathen incurred. In accordance v
IFRS 6, exploration and evaluation costs are chgeih within intangible assets until the successthierwise of the well or project has b
established and subject to an impairment revieve ddsts of unsuccessful wells in an area are writfé to the income statement: this it
accordance with the successful efforts accountimigey with Canadian GAAP but is also compatible wlAS 36 on the basis the asse
impaired.

Eagleford does not expect a significant materigldot on its statement of financial position, howethe Company is currently evaluating
policy options and applicable impact of these petiainder IFRS.

IAS 36- Impairment of Assets
IAS 36 uses the concept of cash generating unitactumulate asset carrying costs to test and nmeasyrairment. IFRS will requi
impairment testing to be performed at the cash iging unit level, which is lower than the currenst center level.

In addition, IAS 36 uses a orstep approach for testing and measuring asset impats, with asset carrying values being compaoetthe
higher of: value-in-use and fair value less costsdll. Value-inuse is defined as the amount equal to the presdué \of future cash flov
expected to be derived from the asset. In the alesehan active market, fair value less costs tonsay also be determined using discoul
cash flows. The use of discounted cash flows utiEBS to test and measure asset impairment diffens fCanadian GAAP, which us
undiscounted cash flows as an initial first stepei impairment.

Under IAS 36, impairment losses that were previpustognized may be reversed where circumstancasgehsuch that the impairmen
reduced. This differs from Canadian GAAP, whichhibits the reversal of previously recognized impeEnt losses.

The Company is currently evaluating the impacthe iccounting standard.

IAS 37- Decommissioning Costs

Under IFRS, the recognition criteria for contingdiabilities are much more explicthan Canadian GAAP and may potentially require
booking of additional liabilities associated wittetasset retirement obligations of Eaglefsroil and gas assets. Liabilities for decommissig
and restoration are recognized for both legal amsttuctive obligations. Under IFRS, the estimdtability is calculated at each report
period using estimates of rigildjusted future cash outflows, discounted usingriie free rate whereas under Canadian GAAP thienatic
liability is estimated using a credit-adjusted ra#ther than a risk free rate.

Changes in the estimated timing of cash flows resrgsto discharge the obligation are added to duded from the cost of the related a
and the adjusted amounts are amortized prospectxedr the estimated useful life of the asset. WMe@asurement of the present value o
estimate (arising due to different discount ratesd) is likely to be higher under IFRS as comp#oe@anadian GAAP.

Information Systerr
It is expected that the conversion to IFRS will@avminimal impact on the Eagleford’s informatigstem.

Reconciliation to Accounting Principles Generally Acepted In The United States

These consolidated financial statements have beepaped in accordance with "Canadian GAAP". Matevaxiations in the accounti
principles, practices and methods used in prepahiege consolidated financial statements from "US\B" and in SEC Regulation %-are
described and quantified below.

The significant differences between Canadian GAAB @S GAAP which had any impact on the consolidditaldnce sheet and consolid:
statement of cash flows are noted below.

Oil and Gas Interests
In applying the successful efforts method under ®SAP (Regulation S-X Article 4:0), the Company performs a ceiling test basedhe
same calculations used for Canadian GAAP excepCtirapany is required to discount future net reverfuem proved reserves at 10%

opposed to utilizing the fair market value and ol reserves are excluded. During the year anifmpat loss of $219,464 (2010:84,630
for US GAAP and an impairment loss of $49,464 (285@,630) was recorded for Canadian GAAP.
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If US GAAP was followed, the effect on the consated balance sheet would be as follows:

2011 201(

Total assets according to Canadian GA $ 9,478,221 $ 6,107,45

Additional impairment of oil and gas intere (170,000) (50,000

Total assets according to US GAAP $ 9,308,221 $ 6,057,45.

2011 201(

Total shareholde’ equity according to Canadian GA/ $ 4,220,29° $ 4,239,77
Deficit adjustment per US GAA

Additional impairment of oil and gas interests (170,000 (50,000

Total shareholde’ equity according to US GAA $ 4,050,29" $ 4,189,77

If US GAAP was followed, the effect on the consatield statements of loss and comprehensive losshvibeuas follows:

2011 201( 200¢
Net loss according to Canadian GA $ 752,55 $ 688,70¢ $ 328,86
Add: Additional impairment of oil and gas intet® 170,00( 50,00( 73,63t
Net loss according to US GAA $ 922,55 $ 738,70¢ $ 402,49¢
Loss per share, basic and diluted $ (0.029 $ (0.030 $ (0.027)
Shares used in the computation of loss per ¢ 31,927,22 24,687,13 17,646,29

Adoption of New Accounting Policies

FASB Accounting Standards Update ("ASU") No. 2a®was issued in April 2010, and amends and odsriASC 718 with respect to -
classification of an employee share based paymeardawith an exercise price denominated in the enay of a market in which t
underlying security trades. This ASU did not havaaterial effect on the Company.

In April 2010, the FASB issued ASU 2010-14, “Accting for Extractive Activities — Oil & Gas”. ASU®L0-14 amends paragraph 932-10-
S99-1 due to SEC Release No.&B5, "Modernization of Oil and Gas Reporting." eTdamendments to the guidance on oil and gas adng
are effective August 31, 2010, and did not haveaificant impact on the Company's financial pasitithat, if it is unable to raise additio
capital, it may find it necessary to substantiadlgiuce or cease operations.

Future Accounting Pronouncements
In January 2010, FASB issued ASU 200®-'Fair Value Measurements and Disclosures (T8@i@) Improving Disclosures about Fair Ve
Measurement” was issued, which provides amendnei8abtopic 820-10 that requires new disclosurdslbsnys:

1. Transfers in and out of Levels 1 and 2. A reporgngjty should disclose separately the amountggoificant transfers in and out of Le'
1 and Level 2 fair value measurements and destirédesasons for the transfe

2. Activity in Level 3 fair value measurements. In tteeonciliation for fair value measurements usiiggificant unobservable inputs (Le
3), a reporting entity should present separatefgrination about purchases, sales, issuances, dtieinsants (that is, on a gross b
rather than as one net numb:

This Update provides amendments to Subtopic 82thdilclarify existing disclosures as follows:

1. Level of disaggregation. A reporting entity shopldvide fair value measurement disclosures for edass of assets and liabilities

class is often a subset of assets or liabilitiethiwia line item in the statement of financial piosi. A reporting entity needs to
judgment in determining the appropriate classesseéts and liabilitie:
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2. Disclosures about inputs and valuation technigAegporting entity should provide disclosures abitvet valuation techniques and ing
used to measure fair value for both recurring aodrecurring fair value measurements. Those disobssare required for fair val
measurements that fall in either Level 2 or Leve

This Update also includes conforming amendmenthdgyuidance on employers' disclosures about fgnetrent benefit plan assets (Subt
715-20). The conforming amendments to Subtopic ZUshange the terminology from major categoriesassets to classes of assets
provide a cross reference to the guidance in Sub&#0-10 on how to determine appropriate classes to ptdag value disclosures. The n
disclosures and clarifications of existing disclesuare effective for interim and annual reportiggiods beginning after December 15, 2
except for the disclosures about purchases, saksnces, and settlements in the roll forwardcti/ity in Level 3 fair value measuremel
Those disclosures are effective for fiscal yeagir@ng after December 15, 2010, and for interimiqus within those fiscal years.

In December 2010, the FASB issued ASU 2010-28 Higitsles —Goodwill and Other (Topic 350): When to Performsg&of the Goodwi
Impairment Test For Reporting Units With Zero orgdive Carrying Amounts” ("ASU 2010-28").Under AR01028, if the carrying amou
of a reporting unit is zero or negative, an entityst assess whether it is more likely than not geatdwill impairment exists. To make t
determination, an entity should consider whetherahare adverse qualitative factors that could antiee amount of goodwill, including thc
listed in ASC 350-20-380. As a result of the new guidance, an entity mahonger assert that a reporting unit is not neglito perform th
second step of the goodwill impairment test becabsecarrying amount of the reporting unit is zeronegative, despite the existenci
qualitative factors that indicate goodwill is mdileely than not impaired. ASU 201B8 is effective for public entities for fiscal ysamand fo
interim periods within those years, beginning aBecember 15, 2010, with early adoption prohibited.

In December 2010, the FASB issued ASU 2@80-Business Combinations (Topic 805): Disclosur&epplementary Pro Forma Informat
for Business Combinations" ("ASU 2010-29"). ASU Q&9 specifies that if a public entity presents corapee financial statements, the er
should disclose revenue and earnings of the cordbemdity as though the business combination(s) abatirred during the current year
occurred as of the beginning of the comparabler gnimual reporting period only. The amendmentsis tpdate also expand the supplemt
pro forma disclosures under Topic 805 to includdeacription of the nature and amount of materiahracurring pro forma adjustme
directly attributable to the business combinatioduded in the reported pro forma revenue and egsniThe amended guidance is effec
prospectively for business combinations for whieé &cquisition date is on or after the beginningheffirst annual reporting period beginr
on or after December 15, 2010. Early adoption isitéed.

In April 2011, the FASB issued ASU No. 2002; A Creditor's Determination of Whether a Redtrting Is a Troubled Debt Restructuring
codified in ASC 310, Receivables. The amendmentthig update provide additional guidance to assistlitors in determining whethe
restructuring of a receivable meets the criteribgaonsidered a troubled debt restructuring. Thermiments in this update are effective fo
period beginning on or after June 15, 2011, andulshbe applied retrospectively to the beginningtled annual period of adoption. 1
Company does not expect this update to have a iaatapact on its consolidated financial statements

The Company will transition to IFRS on September2@11 and will no longer be required to prepareeeonciliation to US GAAF
Accordingly, the Company has not assessed the ingbaclopting future US accounting pronouncemeritl an application date of Septem
1, 2011 or beyond in its financial statements asdldsures.

Segmented Information

Our only segment is oil and gas exploration andlpetion and includes two geographic areas, Canadadhe United States. The accounting
policies applied to our operating segments aresdéimee as those described in the summary of signifaecounting policies.
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Geographic information:

The following is segmented information as at arrdiie year ended August 31, 2011

Year ended August 31, 20 As at August 31, 201
Interest and other Net Other
income (loss) Qil and gas interes asset:
Canade $ 71,78¢ $ (696,647 $ 243,000 $ 264,61:
United State: - (55,919 8,898,12 72,48’
Total $ 71,78t $ (752,55) $ 9,141,120 $ 337,09¢

The following is segmented information as at arrdiie year ended August 31, 2010:

Year ended August 31, 20. As at August 31, 201
Interest and othe Net Other
income (loss) Qil and gas interes asset:
Canade $ 105,40: $ (688,709 $ 314,000 $ 68,14:
United State! - - 5,695,29 30,02:
Total $ 105,40: $ (688,709 $ 6,009,290 $ 98,16:

Other Information

Additional information relating to us may be obtadnor viewed from the System for Electronic Dateaaksis and Retrieval at www.sedar.com
and our future United States Securities and Exah@wgmmission filings can be viewed through the &tetc Data Gathering Analysis and
Retrieval System (EDGAR) at www.sec.gov.

Share Capital and Contributed Surplus
Authorized:
Authorized:
Unlimited number of common shares
Unlimited non-participating, non-dividend payingiting redeemable preference shares

Issued:
Common Share Number Amount
Balance at August 31, 20! 10,471,73 $ 467,60:
February 5, 2009 private placement (not 2,600,001 67,60(
February 25, 2009 private placement (not 1,000,25! 26,00"
February 27, 2009 acquisition (note 8,910,56. 231,67
February 27, 2009 debt settlement (note d) 1,250,001 32,50(
Balance at August 31, 20t 24,232,55 825,38t
Exercise of warrants (note 2,100,00! 197,40(
August 31, 2010 acquisition, net of transactiortz§isote f) 3,418,46 2,794,39i
Balance August 31, 201 29,751,02 3,817,18.
Exercise of warrants (note 3,710,34 722,57
Issued as compensation (not: 100,00( 95,80(
Balance August 31, 201 33,561,37 $ 4,635,55I

(@) On February 5, 2009, the Company cetegla norisrokered private placement of 2,600,000 units@irghase price of $0.05 per

for gross proceeds of $130,000. Each unit was cisexgbrof one common share and one common share gagraharrant. Each warran
exercisable until February 5, 2014, to purchaseconmemon share at a purchase price of $0.07 pee shhe amount allocated to warrants b,
on relative fair value using Black Scholes mode$\$62,400.

(b) On February 25, 2009, the Company cetepl a norbrokered private placement of 1,000,256 units ptirchase price of $0.05 |
unit for gross proceeds of approximately $50,01&8cHEunit was comprised of one common share andcomenon share purchase warr
Each warrant is exercisable until February 25, 2@ldurchase one common share at a purchase pr&®QY per share. The amount alloci
to warrants based on relative fair value using Bacholes model was $24,006.

(c) On February 27, 2009, the Company aegquihe issued and outstanding shares of 1354 1i6értal for total consideration of $445,!
satisfied by the issuance of 8,910,564 units ofCbenpany at $0.05 per unit. Each unit consistsngf common share and one common ¢
purchase warrant exercisable at $0.07 to purchasecommon share until February 27, 2014. The amaliotated to warrants based
relative fair value using Black Scholes model wa$3853.
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(d) On February 27, 2009, the Compangereat into an agreement with a nafated party, to settle debt in the amount of $6C
through the issuance of a total of 1,250,000 watitsn attributed value of $0.05 per unit. Each wais comprised of one common share anc
common share purchase warrant. Each warrant isieabte until February 27, 2014 to purchase onencomshare at a purchase price of $
per share. The amount allocated to warrants baseélative fair value using Black Scholes model %28,000.

(e) During the year ended August 31, 2A1000,000 warrants were exercised at $0.07 explkebruary 5, 2014 for proceeds of $77
and 1,000,000 warrants were exercised at $0.0%ieggdtrebruary 27, 2014 for proceeds of $70,000. deunt allocated to warrants base
relative fair value using Black Scholes model wa8,400.

® On August 31, 2010, the Company acspiiall of the issued and outstanding membershigrésts of Dyami Energy and iss
3,418,467 units of the Company. Each unit congistsne common share and one half a common shaohgse warrant. Each full warran
exercisable at US$1.00 to purchase one common sinéiteAugust 31, 2014. The fair value of the aaifion was estimated to be $4,218,¢
Transaction costs of $35,581 were recorded aswuctied to share capital. The amount allocated toaves based on relative fair value ut
Black Scholes model was $1,388,833.

(9) Effective June 10, 2010, the Compasigined Gar Wood Securities, LLC (“Gar Woodd) act as Investment Banker/Finan
Advisor to the Company for a period of two yearader the terms of the Gar Wood engagement, the @oynagreed to pay a fee of 6% of
gross proceeds raised and issue 1,500,000 comnaog ghrchase warrants (the “Warrants”) as follows:

1,000,000 Warrants are exercisable at US$1.00 tohpse 1,000,000 common shares expiring on Decefithe?011 and issuable in th
equal tranches on June 10, 2010, December 10, 28dJune 10, 2011; and 500,000 Warrants are eabheiat US$1.50 to purchase 500,
common shares expiring on June 10, 2012 and issualthree equal tranches on June 10, 2010, Deceb®he010 and June 10, 2011."
amount allocated to warrants based on relativevidine using the Black Scholes model was $214,3it2$.12,139 respectively and the tc
$326,511 was recorded as compensation expense.

On November 5, 2010, the Company terminated theemgent dated June 10, 2010 with Gar Wood. As dtrg8430 warrants exercisable
$1.00 expiring December 10, 2011 were cancelled1aha15 warrants were exercisable at $1.50 expitimge 10, 2012 were cancelled.
amount allocated to warrants based on relativeviaine using the Black Scholes model was $23,316%12,204 respectively and the tc
$35,519 was recorded as an increase to contritsuigdus.

(h) During the year ended August 31, 200,000 common share purchase warrants were sgdrat $0.07 expiring February 5, 2
for proceeds of $35,000. The amount allocated toamés based on relative fair value using the Bl&ckoles model was $12,000; 600,
common share purchase warrants were exercisedG 8Qpiring February 25, 2014 for proceeds of 82, The amount allocated to warr:
based on relative fair value using the Black Schotedel was $14,400; 35,346 common share purchaseants were exercised at $C
expiring February 27, 2014 for proceeds of $2,4#& amount allocated to warrants based on rel&ivevalue using the Black Scholes mc
was $822; and 2,575,000 common share purchase nignngere exercised at $0.20 expiring April 14, 2044 proceeds of $515,000. 1
amount allocated to warrants based on relativevidire using the Black Scholes model was $100,875.

0] On April 29, 2011, the Company entengto a consulting agreement with a service prewtd provide corporate marketing and pu
relations to the Company for a period of six months compensation, the Company issued 100,000 conshares and 50,000 common s
purchase warrants exercisable at US $1.25 per consinare expiring May 4, 2012. The amount allocatecommon shares was based or
share price at the time of issuance, amountin@®8p0 and $37,054 for the warrants based on tiraaed fair value using the Black Sche
pricing model. $88,569 was recorded as marketirdy@mblic relations expense and $44,285 was recoadegrepaid expenses at Augusi
2011.
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The following table summarizes the changes in wasrfor the years then ended:

2011 2010 2009
Weighted Weighted Weighted
Number of Average Number of Average Number of Average
Warrants Warrants Price Warrants Price Warrants Price
Outstanding beginning of ye 16,445,05 $ 0.2z 16,335,82 $ 0.0¢ 2,575,000 $ 0.2C
Issuec 50,00( 1.2¢ 2,209,23. 1.0¢ 13,760,82 0.07
Exercisec (2,575,000 0.2C (2,100,001 0.07 - -
Exercisec (1,113,340 0.07 - - - -
Cancellec (36,430 1.0C - - - -
Cancelled (18,215 1.5C - - - -
Outstanding end of ye 12,730,06 $ 0.24 16,445,05 $ 0.22 16,335,82 $ 0.0¢

The following table summarizes the outstanding am@ts as at August 31, 2011:

Number of Exercise Expiry Warrant
Date Warrants Note Price Date Value ($)
1,000,000 (notea,e,h $ 0.07 February 5,201 $ 24,00(
400,25t (noteb,h, $ 0.07 February 25, 201 9,60¢
9,125,21¢ (notec,d,e, I $ 0.07 February 27, 201 219,03:
296,90 (note g) uUss$ 1.0C December 10, 20: 191,05
148,45 (note g) uUs$ 1.5C June 10, 201 99,93t
1,709,23. (note f) uss 1.0C  August 31, 201« 1,388,83.
___ 50,00¢ (note i) Uss$ 1.2t May 4,201z _ 37,05¢
Balance August 31, 201 12,730,06 $ 1,969,511

The fair value of the warrants issued during theryaded August 31, 2011, 2010 and 2009 were dsiihtm the date of issue using the Black-
Scholes pricing model with the following assumpson

Black-Scholes Assumptions us 2011
Risk-free interest rat 1.7%
Expected volatility 254%
Expected life (years 1
Dividend yield 0%
Fair value of the warrants issued on May 4, 2 $ 0.7
Black-Scholes Assumptions us 201(
Risk-free interest rat 3%
Expected volatility 234%
Expected life (years 4
Dividend yield 0%
Fair value of the warrants issued on June 10, : $ 0.6t
Fair value of the warrants issued on August 310: $ 0.81
Black-Scholes Assumptions us 200¢
Risk-free interest rat 3%
Expected volatility 17C%
Expected life (years 4
Dividend yield 0%
Fair value of the warrants issued on February B9: $ 0.0t
Fair Value of the warrants issued on February 259 $ 0.0t
Fair Value of the warrants issued on February 209 $ 0.0t

The weighted average basic and diluted sharesamdisig at August 31, 2011, 2010 and 2009 is asViali

Weighted Average Shares Outstanc 2011 201( 200¢
Weighted average shares outstanding, k 31,927,22 24,687,13 17,646,29
Dilutive effect of warrant: 13,273,11 16,008,99 9,749,55
Weighted average shares outstanding, diluted 45,200,34 40,696,12 27,395,85
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The effects of any potential dilutive instrumentsloss per share related to the outstanding warramg antdilutive and therefore have be
excluded from the calculation of diluted loss peare.

Stock Option Plan

The Company has a stock option plan to provideritiges for directors, officers and consultants e Company. The maximum numbe
shares, which may be set aside for issuance uhdetack option plan, is 6,170,205 common shareslate, no options have been issued.

Contributed Surplus

Contributed surplus transactions for the respegteaas are as follows:

Amouni
Balance, August 31, 2008 and 2( $ 38,00(
Imputed interest 5,75(
Balance, August 31, 20! 43,75(
Warrants cancelle 35,51¢
Imputed interes 5,75(
Balance, August 31, 2011 $ 85,01¢

Overall Performance

Revenue for the year ended August 31, 2011 was &38rb88 to $71,786 compared to $105,374 for theesgeriod in 2010. The decreas
revenue during 2011 is attributed to lower productvolumes and lower commodity prices received. INget and comprehensive loss for
twelve months ended August 31, 2011 was $752,581aced to $688,709 for the comparable twelve mgettod in 2010. The increase
loss during 2011 was primarily related to decreasesvenue and increases in administrative experedi including interest costs which w
partially offset by a gain on foreign exchange arghin on disposal of marketable securities.

For the year ended August 31, 2011 our cash positicreased by $121,490 to $165,266 compared to @a$43,776 at August 31, 2010.
August 31, 2011 our accounts receivable was $1B7r8dresenting an increase of $74,486 compare&3@60 at August 31, 2010. Preg
expenses and deposits at August 31, 2011 were8glddgmpared to Nil in the prior period.

For the year ended August 31, 2011 current liaddlitncreased by $4,365,295 to $5,207,719 compar&842,424 at August 31, 2010. L«
term liabilities decreased by $975,043 to $50,208pmared to $1,025,251 at August 31, 2010.

We have a working capital deficiency of $4,870,821August 31, 2011 compared to a working capitdic@mcy of $744,262 at August !
2010.

During the year ended August 31, 2011, common ghanehase warrants were exercised for proceed53#,475.

During the year ended August 31, 2011 we recei&87B,736 and issued promissory notes bearingeisitext 10% per annum. Interes
payable annually on the anniversary date of theqot

During the year ended August 31, 2011 we paid $®Bgf secured notes and $110,000 loan payable.

Through Dyami Energy, we commenced operations igusti2010 to drill an initial Eagle Ford shale testl on the Matthews Lease in Zav
County, Texas. The Matthews/Dyami #1H well waslelilto a measured depth of approximately 8,563, idéch includes a 3,300 fooir
section”lateral into the Eagle Ford shale formation. A gimint sleeve was installed in the Eagle Ford sfalmation to facilitate a multi sta
frac completion.

On January 20, 2011 we spud its 100% working isteldéurphy/Dyami #1 test well on its 2,637 grosseabturphy Lease located in Zav
County, Texas. The well was drilled to a verticapth of approximately 4,588 feet into the Buda fation.
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On March 29, 2011 we spud the Matthews/Dyami #3 welthe Matthews Lease, Zavala County, Texas. Wk was drilled to a vertic
depth of approximately 3,500 feet to the base efSan Miguel formation. We completed a nitrifieddainjection operation and the well |
been placed on production testing.

On March 31, 2011 we entered into a Farmout Agreertbe “Farmout”) from surface to the base of Sen Miguel formation (theSar
Miguel”) on the Matthews Lease located in Zavala Countya$elnder the Farmout, the farmee may spend ufs&11050,000 on explorati
and development of the San Miguel formation to eamaximum of 42.50% working interest (31.875% negenue interest). Under the te
of the Farmout, the farmee may earn an initial 2Z5%ur working interest in the San Miguel by payib@0% of the costs to drill, comple
equip and perform an injection on a vertical testlwo a depth of approximately 3,500 feet (theittah Test Well”). After the performance
the Initial Test Well, the farmee may increasenitsking interest to 50% of our working interestdpending the entire $1,050,000 on additi
operations on the San Miguel in a good faith effopproduce hydrocarbons.

On July 30, 2011 we spud its second 100% workiter@st Murphy/Dyami #2 well on its Murphy Leasedtaxrl in Zavala County, Texas. -
well was drilled to a vertical depth of approximgté,415 feet.

We are formulating detailed frac and completiongpams for the Matthews/Dyami #1H, Murphy/Dyami #daviurphy/Dyami #2 wells.

For the year ended August 31, 2011 we incurredSB36B8 in exploration expenditures related to oatthbws and Murphy Leases in Za
County, Texas.

We expect to apply additional capital to furtheh@mce our property interests. As part of our od gas development program, manage!
anticipates further expenditures to expand ourtiexjportfolio of proved reserves. Amounts expendeduture exploration and developmer
dependent on the nature of future opportunitiesuated by us. These expenditures may be fundedghroash held by us or through cash-
from operations. Any expenditure which exceedslalbé cash will be required to be funded by addaicshare capital or debt issued by u
by other means. Our long-term profitability willgend upon its ability to successfully implementhitsiness plan.

Our past primary source of liquidity and capitadaarces has been shareholder loans, cash flowdiloamd gas operations and proceeds
the issuance of common shares.

Selected Financial Information
The following table reflects the summary of opergtiesults for the years ended August 31, 20110 20 2009.

Presented Pursuant to Canadian Generally Acceptedasounting Principles
(CANADIAN $, Except Per Share Data)

For the years ended August 31 2011 2010 2009

Revenue $ 71,78¢ $ 105,37 $ 56,19¢
Net loss and comprehensive I $ (752,55) $ (688,709 $ (328,86))
Loss per share basic and dilu $ (0.029) $ (0.029 $ (0.019)
Assets $ 9,478,221 $ 6,107,45. $ 600,32
Long term liabilities $ 50,20¢ $ 1,025,25. $ 3,63«

Selected Financial Information should be read mjwoction with the discussion below and “Criticat@®unting Policies and Estimateatiove.

August 31, 2011 — 2010

For the year ended August 31, 2011 revenue deateasapared to revenue in the prior period as altre$uatural production declines ¢
lower natural gas prices. The net loss for the peaied August 31, 2011 was $752,557 up $63,848 amdpo a net loss of $688,709 in 2(
The increase in loss and comprehensive loss foalfid011 was primarily attributed to interest costs$265,889 versus $5,750 in the p
period, an increase of $57,789 in professional, faesncrease of $72,090 in head office costsparease in salaries and wages of $44,06:
an increase of $88,569 in marketing and publictiia. The overall higher administrative costs wpeagtially offset by a gain on forei
exchange, a gain on disposal of marketable seesi@nd a decrease in consulting fees. For thegreted August 31, 2011 assets incre
significantly up $3,370,774 to $9,478,226 comparme#6,107,452 for the same period in 2010. Theeiase in assets is primarily attribute
exploration expenditures incurred of $3,158,688renMatthews and Murphy leases in Zavala Countya$elLong term liabilities decrease:
fiscal 2011 compared to 2010 as a result of a LEDHMO long term secured note being moved intceattrabilities.

41




August 31, 2010 - 2009

For the year ended August 31, 2010 revenue inadesagastantially compared to revenue in the prioiogeas a result of a full twelve months
operations of 1354166 Alberta compared to six mewofroperations in 2009. The net loss and compraheoss for the year ended August
2010 was $688,709 up $359,848 compared to a nelio$328,861 in 2009. The increase in loss faralif010 was primarily attributed t
consulting fee of $326,511 recorded upon the isseiaf warrants versus $Nil in the prior period,jrarease of $46,074 in professional fee:
increase of $25,613 in head office costs, an irsered $20,241 in transfer and register costs allltth were offset by higher revenues ai
reduction of $51,175 in the write down of oil arasgnterests. For the year ended August 31, 20d€tsagcreased significantly up $5,507,
to $6,107,452 compared to $600,327 for the samegar 2009. The increase in assets is attributetie acquisition of a 10% working intel
in the Matthews lease, Zavala County, Texas andc¢heisition of 100% of the membership shares adrbiyEnergy.

August 31, 2009-2008

For the year ended August 31, 2009 revenue inadesisestantially compared to revenue in the comparnaériod in 2008 as a result of
acquisition of 1354166 Alberta Ltd. The net losspoehensive loss for the year ended August 31, 2@39$328,861 compared to a net los
$50,514 in 2008. The increase in net loss and cehgnrsive loss for the year ended August 31, 20@9pnmarily a result of the writdewn o
oil and gas interests of $105,805, an increasedfepsional fees of $80,162, an increase in traregfent and registrar costs of $20,47¢
increase management fees of $6,000 and increagneral and office of $4,897. In addition the Compancurred higher operating costs
depletion for the year ended August 31, 2009. Reryear ended August 31, 2009 assets increase89iy881 to $600,327 compared to as
of $208,486 for the same period in 2008. The irseda assets for the year ended August 31, 2009viemsrily attributed to acquisition
1354166 Alberta Ltd.

A. OPERATING RESULTS

THE FOLLOWING DISCUSSION OF OUR RESULTS OF OPERATIO NS IS A COMPARISON OF OUR FISCAL YEAR ENDED
AUGUST 31, 2011 VERSUS AUGUST 31, 2010 AND AUGUSTL 332010 VERSUS AUGUST 31, 20089.

Presented Pursuant to Canadian Generally Accepteddounting Principles
(CANADIAN $, Except Per Share Data)

For the Years Ended
Historical August 31
Production 2011 2010 2009
Natural ga= mcf/d 53 68 45
Historical Prices

Natural Gas $/mcf $ 3.6 $ 42z $ 3.4z
Royalties cost- $/mcf $ 0.7¢ $ 0.9¢ $ 0.6:
Production cost- $/mcf $ 268 $ 26z $ 3.2¢
Net back- $/mcf $ 024 $ 06z $ (0.49)
Operations
Revenue $ 71,78¢ $ 105,37 $ 56,19¢
Net loss and comprehensive I $ (752,57) $ (688,709 $ (328,86))
Loss per share basic and dilu $ (0.029) $ (0.02¢) $ (0.019)

Production Volume

For the year ended August 31, 2011 average nagasabales volumes decreased to 53 mcf/d compar@8l necf/d in the comparable twe
month period in 2010. Total production volume foe tyear ended August 31, 2011 was 19,500 mcf cadpgar24,950 mcf for the same pel
in 2010. The decrease in average sales volumegyeand total production volume for the year endegust 31, 2011 was a result of nat
production declines.
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For the year ended August 31, 2010 average nagasakales volumes increased to 68 mcf/d compard8 tocf/d in the comparable twe
month period in 2009. Total production volume foe tyear ended August 31, 2010 was 24,950 mcf cadparl6,412 mcf for the same pel
in 2009. The increase in average sales volume g@eadd total production volume for the year endedust 31, 2010 was a result of a full y
of operations from 1354166 Alberta versus six memhoperations from 1354166 Alberta in 2009.

Commodity Prices

For the year ended August 31, 2011 average najasaprices received per mcf decreased by 13% @GB%2mpared to $4.22 for the twe
months ended August 31, 2010. The decrease ingveural gas prices received was attributedweda@ommodity prices for natural gas
the year ended August 31, 2011.

For the year ended August 31, 2010 average nagasabrices received per mcf increased by 23% td2bdompared to $3.42 for the twe
months ended August 31, 2009. The increase in gearatural gas prices received was attributedgbericommodity prices for natural gas
the year ended August 31, 2010.

Revenue

Revenue for the year ended August 31, 2011 was &38rb88 to $71,786 compared to $105,374 for theegaeriod in 2010. The decreas
revenue for the year ended August 31, 2011 wabuatidd to lower production volume due to naturadurction declines and lower commot
prices received for natural gas.

Revenue for the year ended August 31, 2010 was49pL¥5 to $105,374 compared to $56,199 for the saenied in 2009. The increase
revenue for the year ended August 31, 2010 isbated to a full twelve months of operations of 1B58 Alberta versus six months
operations from 1354166 Alberta for the same pend2D09.

Operating Costs
For the year ended August 31, 2011 operating coste $67,611 down $34,979 compared to operatings afs$102,590 for the year enc
August 31, 2010. The decrease in operating costhéoyear ended August 31, 2011 was attribute@tqwoduction volumes.

For the year ended August 31, 2010 operating csste $102,590 up $19,403 compared to operating aufs$83,187 for the year enc
August 31, 2009. The increase in operating costshfe year ended August 31, 2010 was attributeal foll twelve months of operations
1354166 Alberta. For the year ended August 31, 200€Company incurred repair and maintenance cd§i22,111 due to a ruptured pipeli

Depletion
Depletion for the year ended August 31, 2011 deaedy $15,234 to $23,136 compared to $38,37thtoyear ended August 31, 2010.
decrease in depletion for the year ended Augus2@11 was a result of lower production volume.

Depletion for the year ended August 31, 2010 irsrdaby $11,732 to $38,370 compared to $26,638year ended August 31, 2009.
increase in depletion for the year ended August2B1L0 was a result of higher production volumeilaited to a full twelve months
operations of 1354166 Alberta.

Administrative Expenses

Administrative expenses for the year ended Augist2B11 were $741,596 compared to $653,153 folydee ended August 31, 2010. °
increase in expenses during fiscal 2011 was priyattributed to interest costs recorded of $269,88rsus $5,750 in the prior period,
increase of $57,789 in professional fees, an isered $72,090 in head office costs, and increaskB88f569 in marketing and public relatic
an increase in salaries and wages of $44,061 amase in management fees of $32,250 and an incheasansfer and registrar costs
$16,354. During the year ended August 31, 2011 everded an impairment of oil and gas interests4®,464 compared to $54,630 in
comparable period in 2010. The higher administeatxpenses during fiscal 2011 were partially oftsgta gain on foreign exchange
$164,800 and a reduction in consulting fees of $&Pb compared to fiscal 2010. The increase in dvadministrative expenses for the y
ended August 31, 2011 is a result of the increagpedations by us.
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Administrative expenses for the year ended Augist2B10 were $653,153 compared to $276,815 folydae ended August 31, 2009. °
increase in expenses during fiscal 2010 was priynatiributed to a consulting fee of $326,511 relent upon the issuance of warrants ve
$Nil in the prior period in 2009, an increase iofpssional fees of $46,074 to $152,844 compardd®,770 in 2009, an increase in head o
costs of $25,613 to $41,738 compared to $16,125009, and an increase in transfer and registes afs$20,241 to $45,206 compare!
$24,965 in 2009. In addition we recorded imputeerist of $5,750 versus $Nil in the prior period2009.These higher costs in 2010 v
partially offset by a reduction in the write dowhail and gas interests of $51,175 to $54,630 wbempared to $105,805 during fiscal 2
and a reduction of general and office costs of B2 ® $2,474 when compared to $5,150 in fiscal 2608her administrative expenses du
the fiscal 2010 are attributed to increased opamatand the acquisition of Dyami Energy.

Gain on Disposal of Marketable Securities
During the year ended August 31, 2011 we recordgairaon disposal of marketable securities of $8,8€rsus $Nil for the comparable pel
in 2010.

During the year ended August 31, 2010 we recordgagiraon disposal of marketable securities of $iisus $Nil for the comparable perio«
2009.

Interest Income
For the year ended August 31, 2011 interest inoaase$Nil compared to $30 for the comparable peina2D10.

For the year ended August 31, 2010 interest inceae$30 compared t0$1,580 for the comparable pani@609.
The decreases in interest income during fiscal 2012010 are attributed to decreases in casholyetite us during the respective periods.

Net Loss and Comprehensive Loss for the Year

Net loss for year ended August 31, 2011 was $75215$63,848 or 9% compared to a net loss of $688{@r the year ended August
2010. The increase in net loss and for the yeaeeédmsugust 31, 2011 was primarily related to a deseein revenue and increase
administrative expenses.

Net loss for year ended August 31, 2010 was $688,if0$359,848 or 109% compared to a net loss 08882 for year ended August
2009. The increase in net loss and comprehensigeftm the year ended August 31, 2010 was primeglbted to increased administrative ¢
which included a consulting fee of $326,511 recdrdpon the issuance of warrants.

Net Loss per Share
The net loss per share for the year ended Augus@Il1l was $0.024 compared to a net loss per stig$@.028 for the same twelve mo
period in 2010.

The net loss per share for the year ended AugusP@I0 was $0.028 compared to a net loss per stig$@.019 for the same twelve mo
period in 2009.

Capital Expenditures
For the year ended August 31, 2011 we incurredogapbn expenditures of $3,158,688 on our Matthamd Murphy Leases located in Zan
County, Texas.

We expect that our capital expenditures will insee&n future reporting periods as we incur camtglenditures to explore and develop ou
and gas properties.

Financing Activities

During the year ended August 31, 2011, 500,00Quoftcommon share purchase warrants were exercisk@l@f expiring February 5, 2014
proceeds of $35,000; 625,247 of our common sharehpese warrants were exercised at $0.07 expiririgudey 27, 2014 for proceeds
$44,475; and 2,575,000 of our common share puravas@nts were exercised at $0.20 expiring April26tL1 for proceeds of $515,000.

During the year ended August31, 2011 we receive878736 and issued demand promissory notes beatgrgst at 10% per annum. Inte
is payable annually on the anniversary date ohtites.

During the year ended August 31, 2011 we paid $#Bgf secured notes and $110,000 loan payable.
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Summary of Quarterly Results
The following tables reflect the summary of qudyteesults for the years ended August 31, 2011,u5t81, 2010 and August 31, 2009.

2011 2011 2011 2010
For the quarter ending August 31 May 31 February 28 November 30
Revenue $ 17,92¢ % 17,82t $ 18,93t $ 17,09¢
Net loss and comprehensive I $ (295,38) $ (241,814 $ (116,37() $ (98,99))
Loss per share basic and dilu $ (0.010 $ (0.007) $ (0.009) $ (0.009)

Revenue for the four quarters fluctuated as a redulhanges in production volume and commoditggsireceived. The increase in loss fo
quarter ended May 31, 2011 was attributed to higldeninistrative expenses including marketing anlipuelations of $88,569 and increa
in interest expense of $74,864. The increase is 1os the quarter ended August 31, 2011 was at&tto higher administrative expen
including increases in interest expense of $86&4& an increase in professional fees for y@at-audit costs and costs associated wit
evaluation of our reserves. In addition, we incdraenrite down of oil and gas interests of $49,464.

2010 2010 2010 2009
For the quarter ending August 31 May 31 February 28 November 30
Revenue $ 23,36 $ 19,29. $ 36,46 $ 26,25¢
Net loss and comprehensive I« $ (496,520 $ (75,149 $ (36,746 $ (80,299
Loss per share basic and dilu $ (0.020) $ (0.009) $ (0.007) $ (0.019)

Revenue for the four quarters in 2010 fluctuated essult of changes in production volume and coditp@rices received. The increase in
loss and comprehensive loss for the quarter endlirgust 31, 2010 was primarily attributed to us reang a consulting fee of $326,511 u
the issuance of warrants and higher administragi@enses due increased operations and the aoguisitiDyami Energy. During the fou
quarter we incurred an increase in professiona feeyear-end audit costs and costs associatédthétevaluation of our reserves.

2009 2009 2009 2008
For the quarter ending August 31 May 31 February 28 November 30
Revenue $ 23,07¢ $ 32,79¢ $ 26C $ 65
Net loss and comprehensive I $ (249,96) $ (62,554 $ 9,727 $ (6,619
Loss per share basic and dilu $ (0.01: $ (0.00%) $ (0.00) $ (0.007)

Revenue for the quarters for the May and Augus®2@6reased as a result of the acquisition of 1864Alberta Ltd. The increase in net |
and comprehensive loss for the quarter ending Auglis2009 was primarily attributed to a write dowfnoil and gas interests, an increas
professional fees including yeand audit costs, transfer and registrar costsc®féind general expenses, management fees and fiiea
services, and costs associated with the evaluafionr reserves.

Fourth Quarter Results August 31, 2011Versus August1, 2010

Production Volume

For the three months ended August 31, 2011 averageal gas sales volumes were 53 mcf/d comparé8 tocf/d for the comparable per
in 2010. Total production volume for the three nienénded August 31, 2011 was 4,957 mcf comparé®R&y mcf for the same three mc
period ending August 31, 2010. The decraaseroduction volume in 2011 is primarily relatednatural production declines from our Bo
Alberta gas unit.

Commodity Prices
For the three months ended August 31, 2011 averaiyeal gas sales prices received per mcf decreask®162 compared to $3.75 for the tt
month period ended August 31, 2010.

Revenue

Revenue decreased by $5,438 to $17,925 for the thomths ending August 31, 2011 compared to $23F@6Be three months ending Aug
31, 2010. Lower commodity prices received and lopreduction volume was responsible for the decregasevenue.
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Operating Costs

Operating costs were $4,761 for the three montkde@miugust 31, 2011 compared to $50,102 for theetimonths ending August 31, 2C
The decrease in operating costs for the three memdled August 31, 2011 is due to lower productiolume and a credit received from
operator in the current period.

Depletion
Depletion for the three months ending August 31,12@as $5,881 compared to depletion of $12,526Herthree months ending August
2010. The decrease in depletion for the three nsoeided August 31, 2011 was a result of lower prisoiu volume.

Administrative Expenses

For the three months ending August 31, 2011 adtnétige expenditures were down $166,666 to $310@8dpared to $477,330 for the s¢
period in 2010. The primary decrease in administatxpenses for the three months ending Augus2@11 relate to consulting fee expens
the amount of $Nil compared to $326,511 in the mpperiod three month in 2010. The decrease in adimétive expenditures were parti
offset by a foreign exchange loss of $36,600 indleent period compared to $Nil in 2010, interegbense of $86,845 in the current pe
compared to $5,750 in the prior three month peréodincrease in management fees of $17,250 to $28¢# the three months ended Aug
31, 2011 compared to $1,500 in the three monthogeended August 31, 2010 and an increase in piofedsfees of $7,400 to $55,¢
compared to 48,558 in the prior period in 2010.

Gain on Disposal of Marketable Securities
During the three months ended August 31, 2011 werded a gain on disposal of marketable securitfie$8,000 versus $Nil for tl
comparable period in 2010.

Net loss and comprehensive loss for the period
Net loss and comprehensive loss for the three nsaarkding August 31, 2011 was $295,381 down $201cb8%ared to $496,520 for the p
period in 2010.

Loss per share
The loss per share for the three months ending stu@ly 2011 was $0.009 compared to $0.020 for ¢theparative same three month perio
2010.

B. LIQUIDITY AND CAPITAL RESOURCES

Cash as of August 31, 2011 was $165,266 comparedasto of $43,776 at August 31, 2010. During the peded August 31, 2011 we recei
proceeds from the exercise of common share purchaseants in the amount of $594,475 and receive@ 736 and issued demi
promissory notes bearing interest at a rate of pe#@nnum.

For the year ended August 31, 2011 the primaryofigands was related to exploration expendituresiired of $3,158,688r our Matthew
Lease and Murphy Lease located in Zavala Countya3.en addition, we paid $98,440 in secured natekrepaid $110,000 loan payable.
working capital deficiency at August 31, 2011 is8#,621 compared to a working capital deficient$@14,262 at August 31, 2010.

Our current assets of $337,098 as at August 311 2pd8,162 as of August 31, 2010) include the feiig items: cash $165,266 ($43,776 ¢
August 31, 2010); marketable securities $1 ($1fadugust 31, 2010); accounts receivable $127,543 60 as of August 31, 20010);
from related party $Nil ($1,325 as of August 311@Pand prepaid expenses and deposits of $44,28agM6f August 31, 2010).

Our current liabilities of $5,207,719 as of Augddt, 2011 ($842,424 as of August 31, 2010) incldde following items: accounts paya
$1,258,839 ($488,741 as of August 31, 2010); dushsweholders $2,936,236 ($57,500 as of Augus2@10)); loan payable $Nil ($110,00C
of August 31, 2010); and secured notes payabld @f1®,644 ($186,183 as of August 31, 2010).

At August 31, 2011 we had outstanding the followaggnmon share purchase warrants: 10,525,474 warexatrcisable at $0.07 per sh
296,903 warrants exercisable at US$1.00 per sHz1@452 warrants exercisable at US$1.50 per sHar®9,233 warrants exercisable
US$1.00 per share; and 50,000 warrants exercisatd&$1.25. If any of these common share purchaseants are exercised it would gene
additional capital for us.

Management of the Company recognizes that cash fflom operations is not sufficient to expand itsaid gas operations and reserve

meet its working capital requirements. We have itlqy risk which necessitates us to obtain debtaficing, enter into joint ventt
arrangements, or raise equity. There is no asseriwecwe will be able to obtain the necessary fiivanin a timely manner.
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Our past primary source of liquidity and capitadaerces has been loans and advances, cash flowoframd gas operations, proceeds fromn
sale of marketable securities and the issuancerafon shares.

If we issue additional common shares from treagumpuld cause the current shareholders of the Gomilution.

Outlook and Capital Requirements

A part of our oil and gas development program, wicgate further expenditures to expand our exgsportfolio of proved reserves. Amounts
expended on future exploration and developmentlapendent on the nature of future opportunitieuated by us. Any expenditure which
exceeds available cash will be required to be fdrijeadditional share capital or debt issued byuby other means. Our long-term
profitability will depend upon our ability to sucssfully implement our business plan.

C. RESEARCH AND DEVELOPMENT, PATENTS AND LICENSES
We do not engage in research and development tiesivi

D. TREND INFORMATION

Seasonality

Our oil and gas operations is not a seasonal bssifmit increased consumer demand or changes jilysapcertain months of the year «
influence the price of produced hydrocarbons, ddpenon the circumstances. Production from ouramitl gas properties is the prim
determinant for the volume of sales during the year

There are a number of trends that have been demglap the oil and gas industry during the pastesavyears that appear to be shaping
near future of the business.

The first trend is the volatility of commodity pes. Natural gas is a commodity influenced by facteithin North America. A tight supg
demand balance for natural gas causes signifidasti@ty in pricing, whereas higher than averat®age levels tend to depress natural
pricing. Drilling activity, weather, fuel switchingnd demand for electrical generation are all facthat affect the supplgemand balanc
Recently, liquefied natural gas shipments to Néatterica have also resulted in natural gas supptiyreatural gas pricing being based mor
factors other than supply and demand in North AcgeiChanges to any of these or other factors cpeate volatility.

Crude oil is influenced by the world economy, Origation of the Petroleum Exporting Countries' ("GPEability to adjust supply to wor
demand and weather. Political events also triggegel fluctuations in price levels. The current glofinancial crisis has reduced liquidity
financial markets thereby restricting access tarfiring and has caused significant volatility to coodity prices. Petroleum prices are expe
to remain volatile for at least the near term assult of market uncertainties over the supply dathand of these commodities due ta
current state of the world economies, OPEC actimasthe ongoing global credit and liquidity congern

The impact on the oil and gas industry from comrnyogirice volatility is significant. During periodsf high prices, producers genel
sufficient cash flows to conduct active exploratfmograms without external capital. Increased couditygrices frequently translate into v
busy periods for service suppliers triggering pramicosts for their services. Purchasing land aogeaties similarly increase in price dur
these periods. During low commodity price periodsguisition costs drop, as do internally generdteds to spend on exploration
development activities. With decreased demandptites charged by the various service suppliers @dsline.

World oil and gas prices are quoted in United Stalellars and the price received by Canadian preducs therefore effected by
Canadian/U.S. dollar exchange rate, which will late over time. Material increases in the valuthefCanadian dollar may negatively imj
production revenues from Canadian producers. Soclteases may also negatively impact the futureevalfisuch entities' reserves
determined by independent evaluators. In recentsy¢he Canadian dollar has increased materiallyalne against the United States dc
although the Canadian dollar has recently decrefaisedsuch levels.
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A second trend within the Canadian oil and gas stiguis the "renewal” of private and small junidrand gas companies starting up busir
These companies often have experienced manageeaens from previous industry organizations that tdiseppeared as a part of the ong
industry consolidation. Many are able to raise tgind recruit well qualified personnel. To theesn that this trend continues, we will hav
compete with these companies and others to atjtedified personnel.

A third trend currently affecting the oil and gasliistry is the impact on capital markets causethbgstor uncertainty in the global econo
Market events and conditions in recent years inolydlisruptions in the international credit markarsd other financial systems and
deterioration of global economic conditions haveseal significant volatility to commodity prices. dde conditions caused a loss of confid
in the global credit and financial markets. Notwtdnding various actions by governments, concesnsitahe general condition of the cay
markets, financial instruments, banks, investmentkb, insurers and other financial institutionssealithe broader credit markets to fur
deteriorate and stock markets to decline substhntihese factors have negatively impacted compwaalpations and may impact -
performance of the global economy going forwarde Técovery from the recession has been slow irowuarjurisdictions including in Euro
and the United States and has been impacted byugaoingoing factors including sovereign debt leegld high levels of unemployment wh
continue to impact commaodity prices and resultightvolatility in the stock market.

E. OFF-BALANCE SHEET ARRANGEMENTS

There are no ofbalance sheet arrangements that have or are rddgdikaly to have a current or future effect onrdinancial conditior
changes of financial condition, revenues, or expgnsesults of operations, liquidity, capital exgitures or capital resources, wh
individually or in the aggregate are material to imvestors.

F. TABULAR DISCLOSURE OF CONTRACTUAL OBLI GATIONS

The following table illustrates our contractualightions as at August 31, 2011.

Payments Due by Perioc

Less than After
Total 1 year 1-3 years 4-5 years 5 years
Secured notes payable current  $ 1,012,64 $ 1,012,64 $ - $ - $ -
Asset retirement obligations 50,20¢ - - - 50,20¢
Total contractual obligations $ 1,062,85. $ 101264 $ - $ - $ 50,20¢

Secured Notes Payable

On August 31, 2010 we issued a US$175,000, 5% nrauira secured promissory note to Source Re WorkrBnoginc. (“Source”)The not
was secured by Eaglefoddinterest in the Matthews Lease, Zavala Countya3eUS$100,000 of the note was due on Februar@Bl an
was repaid. The balance of US$75,000 (CDN $73,88@)e note together with accrued interest is cuk @ayable on August 31, 2011. For
year ended August 31, 2011 interest of $6,115 wasrded and included in accounts payable. On Sémtefn 2011 we repaid to Source,
secured promissory note in full in the amount off@5,000 together with accrued interest of US$6,250

At August 31, 2011 we have a US$960,000 (2011 CBBRE64), 6% per annum secured promissory notebpaya Benchmark Enterpris
LLC (August 31, 2010 $US$960,000). The note wasapleyon the earlier of December 31, 2011 or uponlaesing a financing or series
financings in excess of US$4,500,000. The notebeesn extended until June 30, 2012 with an interst of 10% per annum. For the y
ended August 31, 2011 interest of $56,356 was decband included in accounts payable (August 310 26,863). The notis secured t
Dyami Energys interest in the Matthews and Murphy Leases, Za@aunty, Texas. We may, in its sole discretiopayeany portion of tt
principal amount. In addition to the contractuakficial obligations noted above we have developmamimitments on our Mathews Lease
Murphy Lease in order to keep the leases in goaadatg.

Mathews Lease, Zavala County, Texas, USA

On June 14, 2010, Eagleford acquired a 10% workitegest before payout and a 7.5% working inteadisr payout of production revenue
$15 million in a mineral lease comprising approxieia 2,629 gross acres of land in Zavala Countyasdor consideration of $212,780.
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On August 31, 2010 we acquired all of the issuati@rtstanding membership interests of Dyami Enesigyexploration stage company. Dy
Energy holds a 75% working interest before payaut a 61.50% working interest after payout of prdiaucrevenue of $12.5 million in t
Matthews Lease, subject to the San Miguel formaf@omout agreement noted below.

The royalties payable under the Matthews Leas@%%&

Dyami Energy acquired its interest in the Matthéwase through a Purchase and Sale Agreement dalbeddfy 8, 2010 and amended Octi
15, 2010 (the “Agreement”). Under the terms of Aggeement, Dyami Energy had the following commitisen

(@) On or before August 23, 2010 Dyami Energy shall cence operations to drill an Initial Test Well oratthews Lease to a depth of
less than 3,000 feet below the surface or to tlse b&the San Migu¢'D” formation;

(b) On or before July 8, 2011, Dyami Energy shall comogeoperations to perform an injection operationuybe of steam, nitrogen or otr
in the San Miguel formation on the Initial Test \Wal any other well located on the Matthews Leaset

(c) On or before January 1, 2011, Dyami Energy shathroence a horizontal well to test the Eagle Fordesfmmation with a projecte
lateral length of not less than 2,500 feet “Second Test We”").

Dyami Energys 15% working interest partner has an obligatiopadicipate in each of the operations providedrigi@), (b) and (c) above a
if the partner fails to bear its share of the ca$tsuch operations, the partner shall forfeitriterest in and to the well and the applicable By
unit.

In August 2010, Dyami Energy commenced operatiordritl its Matthews/Dyami #H well to a measured depth of 8,563 feet includBrp(
horizontal feet into the Eagle Ford shale formatio accordingly Dyami Energy satisfied (a) andaiedve. The well has been logged
cored and we are formulating a detailed frac deaighcompletion plan.

In order to satisfy (b) above on March 29, 2011sped the Matthews/Dyami #3 well and drilled to atical depth of approximately 3,500 f
to the base of the San Miguel formation. We conaglet nitrified acid injection operation and the Mngls been placed on production testing.

On March 31, 2011 we entered into a Farmout Agreertbe “Farmout”) from surface to the base of Sen Miguel formation (theSar
Miguel”) on the Matthews Lease. Under the Farmout, the farmay spend up to US$1,050,000 on exploration @wveéldpment of the S,
Miguel to earn a maximum of 42.50% working intergt.875% net revenue interest). Under the termbefarmout, the farmee may ear
initial 25% of our working interest in the San Mgy paying 100% of the costs to drill, completquip and perform an injection operatior
a vertical test well to a depth of approximately(®) feet (the “Initial Test Well")After the performance of the Initial Test Well, ttemee ma
increase its working interest to 50% of our workinterest by spending the entire $1,050,000 ontiaa@il operations on the San Miguel i
good faith effort to produce hydrocarbons. Durihg fyear ended August 31, 2011, the Company incuBr@ed!,837 in costs related to
Matthews/Dyami #3 well and $71,871 is included @ec@unts receivable. As of August 31, 2011 and tite df this Annual Report we had
assigned any interest to the farmee in the San &ligumation.

Dyami Energy is the designated operator under tbeigions of the Matthews Lease Operating Agreement

The Matthews Oil and Gas Lease has a primary tdrthree years commencing April 12, 2008 and is riming held under a continuc
drilling program provision which requires a welllte drilled every 180 days. Upon cessation of tynakllling, rights for further drilling expir
on all acreage not included in a production unitolvtshall be re-assigned.

Subsequent to the year ended August 31, 2011, menemced drilling its Matthews/Dyami #2H well locat@ Zavala County, Texas.
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G. SAFE HARBOR

Certain statements in Sections 5.E and 5.F ofAhisual Report may constitute "forward looking staénts” within the meaning of the Uni
States Private Securities Litigation Reform Actl®05, Section 21E of the United States Securitiash&nge Act of 1934, as amended,
Section 27A of the United States Securities Act@33, as amended. Such statements are generailjfim@e by the terminology used suct
"plans", "expects"”, "estimates", "budgets”, "intehd'anticipates"”, "believes", "projects”, “indieat, "targets", "objective", "could", "may",
other similar words. The forwarddoking statements are subject to known and unknasks and uncertainties and other factors that czas
actual results, levels of activity and achievemeatdiffer materially from those expressed or iregliby such statements. Readers shoul
place undue reliance on any forwdodking statement and should recognize that therstants are predictions of future results, whicly mai

occur as anticipated.
ITEM 6. DIRECTORS, SENIOR MANAGEMENT AND EMPLOYE ES
A. DIRECTORS AND SENIOR MANAGEMENT

The following table sets forth the names of albaf directors and executive officers as of the dathe filing of this Annual Report, with each
position and office held by them in our Companyd #re period of their service as a director orrasfficer.

Name Age Position with the Company Date First Elected as Director
James Cassina 55 President, Chief Executive Officer, Chief February 9, 2010
Financial Officer and Directc
Milton Klyman 86 Director November 15, 199
Colin McNeil 65 Director June 18, 201
Alan D. Gaines 56 Director January 25, 201

All of our directors serve until our next Annual &&eal Meeting or until a successor is duly electedess the office is vacated in accord:
with our Articles or Bylaws. Subject to the termistheir employment agreements, if any, executiffeers are appointed by the Boarc
Directors to serve until the earlier of their regigon or removal, with or without cause by theediors. James Cassina, our sole exec
officer, devotes approximately 40% of his work titnehis duties as an officer and director.

There are no family relationships between any ofditectors or executive officers. There are margements or understandings betweer
two or more directors or executive officers.

Mr. Cassina has been an officer since June 18, aifector of ours since February 9, 2010. Mr.sBesis an officer of Dyami Energy LI
our Texas subsidiary. As Chairman of Assure Enengy, (“Assure”) OTCBB: ASUR), an oil and gas exploration and prdiuccompany
Mr. Cassina led Assure’s merger in September 20@5 @eocan Energy Inc. (TSX: GCA) (“Geocandn oil and gas company which tl
grew to daily production of over 3,700 barrels d@f @ gas equivalents. Mr. Cassina thereafter sbrae a Director of Geocan and I
Chairperson of its Board appointed Special Advis@gmmittee formed to seek strategic alternativesebhance shareholder val
Subsequently Geocan merged with Arsenal Energyitn@ctober 2008. Mr. Cassina served in variousoserapacities, including Preside
and Director from 1999 to 2002 and then Chairmatil darch 2007 of EnerNorth Industries Inc. (AMEENY), an international enterpri
engaged in engineering and offshore fabricatidrard gas exploration and production, and in Ingidependent power project development.

Mr. Milton Klyman has been a director of ours sindevember 15, 1996. Mr. Klyman was also our Treassfrom December 31, 2003
December 28, 2007. From February 27, 2009 to ptebtm Klyman has been a director of 1354166 Aladrtd., our Alberta subsidiary. N
Klyman is a selfemployed financial consultant and has been a Qleart&ccountant since 1952. Mr. Klyman is a Life M#n of the Canadi:
Institute of Chartered Accountants. Mr. Klymanvesras a director on the board of Western Troy t@bRiesources Inc Mr. Klyman servec
a director of the EnerNorth from April 2001 untildvth 21, 2007.

On March 20, 2007 EnerNorth filed an AssignmerBamkruptcy under the Bankruptcy and Insolvency @anada).
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Mr. Colin McNeil, has been a director of ours sinkene 18, 2010. Mr. McNeil is a safaployed oil and gas consultant and has bt
geophysicist since 1972. Mr. McNeil serves as adtar of Strategic Oil & Gas. Mr. McNeil has mandgsploration programs and structt
technical assessments for companies in the Middl, EAfrica, Asia, Central and South America, thetis, and Canada.Mr. McNeil is
member of the Association of Professional, Engise@eologists and Geophysicists of Alberta, Soadétyxploration Geophysicists, Canac
Society of Exploration Geophysicists, American Agation of Petroleum Geologists and the CanadianeBpof Petroleum Geologists.

Mr. Alan D. Gaines, B.B.A, M.B.A was appointed toetBoard of Directors of Eagleford Energy On Japu2B, 2012. Mr. Gaines h
approximately 30 years experience as an energysiment and merchant banker, and has participatedising significant debt and eqt
during his career. The notable experience of Min&aextends to operations as well. Mr. Gainesdedrand served as CEO of Dune En
from inception in May 2001 through May 2007. In M2§07, Dune Energy completed the acquisition ofd&iolg Energy Corporation for $3
million, raising total proceeds of $540 million $§®nior notes and convertible preferred stock, dk agerefinancing existing indebtednes
conjunction with the acquisition. Concurrent wittetclosing of the Goldking transaction, new opeatinanagement, including a new C
was hired by Dune Energy to oversee day to dayatipeis. Mr. Gaines retained his title of Chairméthe Board.

B. COMPENSATION
Executive Compensation

The following table presents a summary of all ahaua longterm compensation paid or accrued by us includimgsobsidiaries, for servic
rendered to us by our executive officers and damscin any capacity for the year ended August 81,12

Summary Compensation Table (CDN$

Non-equity Incentive
Plan Compensation

Name and Share Option Annual Long Term All Other Total
Principal Based Based Incentive Incentive Pension Compen- Compen-
Position Year Salary ©) Awards Awards @ Plans Plans Value sation ® sation

_ ($) ($) ($) ($) ($) ($) ($) ($)
James Cassina,
Chief Executive Officer,

President and Directdf) 2011 $ 56,25 0 0 0 0 0 70C $ 56,95
Milton Klyman,

Director 2011 0 0 0 0 0 0 70C $ 70C
Colin McNeil,

Director 2011 0 0 0 0 0 0 70C $ 70C

Eric Johnsor®
Vice President of Operations fc
Dyami Energy LLC 2011 $  43,75( 0 0 0 0 0 0 $ 43,75(

(1) Salaries /Management fe«

(2) No options have been issued to d

(3) Accrued on account of directors fees at a ratel6D%per meeting

(4) Mr. Johnson was our Vice President of Operation3yami Energy LLC from August 31, 2010 until Apti8, 2011.
Compensation Discussion and Analysis

Objective of the Compensation Program

The objectives of the Company's compensation proguee to attract, hold and inspire performancesofiamed executive officers (“NEOS3)
a quality and nature that will enhance the suskdénprofitability and growth of the Company. Ther@many views it as an important objec
of the Company's compensation program to ensuiferstantion.
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The Compensation Review Process

To determine compensation payable, the compensaionmittee of the Company (the Compensation Committee") determines ¢
appropriate compensation reflecting the need twigeoincentive and compensation for the time arfdreexpended by the NEOs of
Company while taking into account the financial atider resources of the Company.

The Companys Compensation Committee is comprised of Milton K@y (Chair) and Colin McNeil. The Compensation Catte® is
comprised entirely of independent directors. Conspéion is determined in the context of our stratgdgn, our growth, shareholder returns
other achievements and considered in the contegbsition descriptions, goals and the performarfceach NEO. With respect to directors’
compensation, the Compensation Committee reviewv$etrel and form of compensation received by theatibrs, members of each commit
the board chair and the chair of each board coremittonsidering the duties and responsibilitiesasfh director, his or her past service
continuing duties in service to us. The compensatibdirectors, the CEO and executive officers afpetitors are considered, to the ex
publicly available, in determining compensation g¢hd Compensation Committee has the power to engagempensation consultant
advisor to assist in determining appropriate corspgan.

Elements of Executive Compensal

The Company's NEO compensation program is baséleoobjectives of: (a) recruiting and retaining #xecutives critical to the success of
Company; (b) providing fair and competitive compaitn; (c) balancing the interests of managemedtsiiareholders of the Company; anc
rewarding performance, on the basis of both indigldand corporate performance.

For the financial year ended August 31, 2011, tom@any's NEO compensation program consisted dbtteaving elements:

€) a management fee (theShort-Term Incentive ").
(b) a long-term equity compensation consistingtotls options granted under the Company's stockniinvge plan (“Long -Term
Incentive" ).

The specific rationale and design of each of ttledsments are outlined in detail below.
Short-Term Incentive

Salaries form an essential element of the Compamytspensation mix as they are the first base measucompare and remain competi
relative to peer groups. Base salaries are fixetitherefore not subject to uncertainty and are @sethe base to determine other elemer
compensation and benefits. The base salary provadesnmediate cash incentive for the Named Exeeu@fficers. The Compensati
Committee and the Board review salaries at leastalty.

Base salary/management fees of the Named ExecOffieer is set by the Compensation Committee onlthsis of the applicable officar’
responsibilities, experience and past performahteletermining the base salary to be paid to aiquaatr Named Executive Officer, t
Compensation Committee considers the particulgroresibilities related to the position, the expecetevel of the officer, and his or her
performance at the Company and the current finaposition of the Company.

Long-Term Incentive
The granting of stock options is a variable commbred compensation intended to reward the Compadgimed Executive Officers for th
success in achieving sustained, Idagn profitability and increases in stock valueocktoptions ensure that the Named Executive Ofiee

motivated to achieve longgrm growth of the Company and continuing increaseshareholder value. In terms of relative emphasie
Company places more importance on stock options.
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The Company provides lortgrm incentive compensation through its stock opfitan. The Compensation Committee recommendsrmgigc
of stock options from time to time based on itseasment of the appropriateness of doing so in bfkite longterm strategic objectives of
Company, its current stage of development, the teeetain or attract particular key personnel,thenber of stock options already outstan
and overall market conditions. The Compensation @dtee views the granting of stock options as amsea promoting the success of
Company and higher returns to its shareholders.Bdeed grants stock options after reviewing recomaa¢ions made by the Compensa
Committee.

As of our fiscal year end August 31, 2011 we haapibon/stock appreciation rights or grants outdiag.
Stock Option Plan

The Companys Stock Option Plan (the "Plan") was adopted bybiberd of directors on December 21, 2010 and aggidy a majority of ol
shareholders voting at the Annual and Special Mgelield on February 24, 2011. The Plan was adoptextder that we may be able
provide incentives for directors, officers, emplegeconsultants and other persons (an "Eligiblévididal") to participate in our growth a
development by providing us with the opportunityotigh share options to acquire an ownership inténess. Directors and officers currer
are not remunerated for their services exceptaedin "Executive Compensation” above.

The maximum number of common shares which may bassée for issue under the Plan is currently 6 A0% common shares, provided
the board has the right, from time to time, to @&ge such number subject to the approval of oueBbklers and any relevant stock exchi
or other regulatory authority. The maximum numblecommon shares which may be reserved for issu@naay one person under the pla
5% of the common shares outstanding at the tintheofirant less the number of shares reserveddoaiice to such person under any op
for services or any other stock option plans. Aoynmon shares subject to an option, which are xatcesed, will be available for subseqt
grant under the Plan. The option price of any camrshares cannot be less than the closing sale pfisuch shares quoted on any tra
system or on such stock exchange in Canada on wimcbommon shares are listed and posted for gaamrmay be selected for such pur,
by the board of directors, on the day immediategcpding the day upon which the grant of the opcapproved by the board of directors.

Options granted under the Plan may be exercisemglar period no exceeding five years, subject tdiezatermination upon the option
ceasing to be an Eligible Individual, or, in acamde with the terms of the grant of the optione Tptions are non-transferable and non-
assignable except between an Eligible Individua amelated corporation controlled by such Eligilvidividual upon the consent of the bc

of directors. The Plan contains provisions fouatihent in the number of shares issuable thererundee event of subdivision, consolidati
reclassification, reorganization or change in themher of common shares, a merger or other relecaainge in the Compary’
capitalization. The board of directors may fromdito time amend or revise the terms of the Plamay terminate the Plan at any time. At
Annual and Special Meeting of Shareholders to be be February 24, 2012, the Company is seekingesivdder approval to amend the F

to increase the maximum aggregate number of conshares reserved for issuance under our stock oplém as amended, (the “Plarid) ar
amount not to exceed 20% of the total shares isanddutstanding of the Company as of the datacii ©ption grant. The Company does
have any other long-term incentive plans, including supplemental executive retirement plans.

Overview of How the Compensation Program Fits Witlmpensation Goals

The compensation package is designed to meet thleoj@ttracting, holding and motivating key talénta highly competitive oil and g
exploration environment through salary and prowgdm opportunity to participate in the Compangtowth through stock options. Through
grant of stock options, if the price of the Compahwgres increases over time, both the Named ExedOfficer and shareholders will benefit.
Incentive Plan Awards

There are no incentive plan awards outstandingriigrof the Named Executive Officers as of AugustZn 1.

Pension Plan Benefits

The Company does not currently provide pension perefits to its Named Executive Officers.
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Termination and Change of Control Benefits
The Company does not currently have executive eynpdmit agreements in place with any of its Namedchtree Officers.

The Company has no compensatory plan, contractrrangement where a named executive officer or thirets entitled to recei
compensation in the event of resignation, retireirtenmination, change of control or a change 8paomsibilities following a change in control.

Director Compensation

Each director of the Company is entitled to recéhesum of $100 for each meeting of the directmieseting of a committee of the director
meeting of the shareholders attended. During s$eafiyear ended August 31, 2011 no amount waslkpattie Company with respect to s
fees.

Retirement Policy for Directors

The Company does not have a retirement policytéodirectors.
Directors’ and Officers’ Liability Insurance

The Company does not maintain directors’ and offickability insurance.
C. BOARD PRACTICES

Board of Directors

The mandate of our board of directors, prescribethb Business Corporations Act (Ontario), is tanage or supervise the management o
business and affairs and to act with a view to lmest interests. In doing so, the board overseesntiagement of our affairs directly
through its committees.

The term of Mr. Klyman as a director began on Audus 2000. Mr. Cassina was appointed as a directdfebruary 9, 2010, Mr. McNeil w
was appointed on June 18, 2010 and Mr. Gaines wasired as a director on January 25, 2012. Owrctlirs serve until our next Ann
General Meeting or until a successor is duly etictmless the office is vacated in accordance wuthArticles or Bylaws. Our sole execul
officer was appointed by our Board of Directorsseyve until the earlier of his resignation or rerdowith or without cause by the direct
There was no compensation paid by us to our diredaring the fiscal year ended August 31, 2011tleir services in their capacity
directors or any compensation paid to committee bem

As of the date of this Annual Report our board ioéctors consists of four directors, three of whigh "independent directors” in that they
"independent from management and free from anyeasteand any business or other relationship whichd; or could reasonably be percei
to, materially interfere with the directors abilitg act with a view to our best interests, othentlinterests and relationships arising f
shareholding". The independent directors are Mikkdyman, Colin McNeil and Mr. Gaines. It is ouragtice to attempt to maintain a diver
of professional and personal experience among ioectdrs.

The independent directors of the Company do nodl megularly scheduled meetings at which matependent directors and member
management are not in attendance. The Company hwdtings as required, at which the opinions ofindependent directors are sought
duly acted upon for all material matters relatiaghte Company.

Directorships

The following directors of ours are directors dfi@t Canadian or United States reporting issuefsliasvs:

Colin McNeil Strategic Oil & Gas Ltd
Milton Klyman Western Troy Capital Resources |
Alan D. Gaines Signature Exploration Cor
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Board and Committee Meetings

The board of directors has met at least once alynoiabtherwise as circumstances warrant to rexoewbusiness operations, corporate
governance and financial results. The table bekflgcts the attendance of each director of ouemah Board and committee meeting of the
Board during the fiscal year ended August 31, 2011.

Petroleum and

Board of Audit Compensatiol Natural Gas Disclosure
Directors Committee Committee Committee Committee
Name Meetings Meetings Meetings Meetings Meetings
Milton Klyman 4 4 Nil 1 Nil
James Cassir 4 4 Nil 1 Nil
Colin McNeil 4 4 Nil 1 Nil

Board Mandate

The Board assumes responsibility for stewardshighef Company, including overseeing all of the operaof the business, supervis
management and setting milestones for the Compem.Board reviews the statements of responsilslfie the Company including, but |
limited to, the code of ethics and expectationigsiness conduct.

The Board approves all significant decisions thtiech the Company and its subsidiaries and setsifipemilestones towards whi
management directs their efforts.

The Board ensures, at least annually, that theydomgterm goals and a strategic planning process ineplacthe Company and participe
with management directly or through its committeedeveloping and approving the mission of the bhess of the Company and the strat
plan by which it proposes to achieve its goals,clwhstrategic plan takes into account, among othiegs, the opportunities and risks of
Company's business. The strategic planning prdsessried out at each Board meeting where thexeegularly reviewed specific milestol
for the Company.

The strategic planning process incorporates idgntifthe main risks to the Company's objectives emliring that mitigation plans are in pl
to manage and minimize these risks. The Board talses responsibility for identifying the principagks of the Company's business anc
ensuring these risks are effectively monitored mitthated to the extent practicable. The Board appsenior management.

The Company adheres to regulatory requirements rebect to the timeliness and content of its dsale. The Board approves all of
Company's major communications, including annua goarterly reports and press releases. The Chietlive Officer authorizes t
issuance of news releases. The Chief Executive@ffs generally the only individual authorizecctommunicate with analysts, the news m
and investors about information concerning the Camyp

The Board and the audit committee of the Compang "@udit Committee” ) examines the effectiveness of the Company'snaterontro
processes and information systems.

The Board as a whole, given its small size, is ived in developing the Company's approach to cafgogovernance. The number of schec
board meetings varies with circumstances. In aglditspecial meetings are called as necessary. Tiref Executive Officer establishes
agenda at each Board meeting and submits a drafido director for their review and recommendat@mitems for inclusion on the agen
Each director has the ability to raise subjects Hra not on the agenda at any board meeting. Meetjendas and other materials ti
reviewed and/or discussed for action by the Boaeddéstributed to directors in time for review prio each meeting. Board members have
and free access to senior management and emplof/ges Company.

Position Descriptions
The Board has not developed written position dpsons for the Chairman of the Board or the Chiréé&utive Officer. The Board is currer

of the view that the respective corporate goveraantes of the Board and management, as represeytined Chief Executive Officer, are cl
and that the limits to management's responsilalityf authority are well-defined.
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Each of the Audit Committee, Compensation CommitRisclosure Committee and a Petroleum and Natseal Committee has a chair ar
mandate.

Orientation and Continuing Education

We have developed an orientation program for naecttirs including a director's manual ("Direc®iManual”) which contains informati
regarding the roles and responsibilities of thertdip@ach board committee, the board chair, ther dfi@ach board committee and our presic
The Directors Manual contains information regarding its orgatianal structure, governance policies including Board Mandate and e:
Board committee charter, and our code of businesduct and ethics. The DirectsiManual is updated as our business, governanaersot:
and policies change. We update and inform the boegarding corporate developments and changesgal, leegulatory and indus
requirements affecting us.

Ethical Business Conduct

We have adopted a written code of business corahatiethics (the Code™) for our directors, officers and employees. Tlafd encourag
following the Code by making it widely available. ik distributed to directors in the DirecterManual and to officers, employees

consultants at the commencement of their employraenbnsultancy. The Code reminds those engagedririce to us that they are requ
to report perceived or actual violations of the |awlations of our policies, dangers to healtHegaand the environment, risks to our prope
and accounting or auditing irregularities to thaictof the Audit Committee who is an independemectior of ours. In addition, to requiri
directors, officers and employees to abide by thdeC we encourage consultants, service providetatuparties who engage in business

us to contact the chair of the Audit Committee rdgay any perceived and all actual breaches bydirectors, officers and employees of
Code. The chair of our Audit Committee is respolesfbr investigating complaints, presenting compigito the applicable board committe
the board as a whole, and developing a plan fomptly and fairly resolving complaints. Upon conétusof the investigation and resolutior
a complaint, the chair of our Audit Committee vatlvise the complainant of the corrective action sness that have been taken or advis
complainant that the complaint has not been subiatad. The Code prohibits retaliation by us, oirectors and management, age
complainants who raise concerns in good faith agliires us to maintain the confidentiality of coaipants to the greatest extent pract
Complainants may also submit their concerns anomghgan writing. In addition to the Code, we hauwe Audit Committee Charter anc
Policy of Procedures for Disclosure Concerning Raial/Accounting Irregularities.

Since the beginning of our most recently compldieancial year, no material change reports haven fided that pertain to any conduct ¢
director or executive officer that constitutes aakture from the Code. The board encourages andqgies a culture of ethical business con
by appointing directors who demonstrate integritg digh ethical standards in their business desliagd personal affairs. Directors
required to abide by the Code and expected to medqonsible and ethical decisions in dischargimgdr ttuties, thereby setting an exampl
the standard to which management and employeeddshdhere. The board is required by the Board Menta satisfy our CEO and otl
executive officers are acting with integrity andtfring a culture of integrity throughout the ComypaThe board is responsible for review
departures from the Code, reviewing and either idiog or denying waivers from the Code, and discdgsany waivers that are grantec
accordance with applicable law. In addition, thardois responsible for responding to potential ondf interest situations, particularly w
respect to considering existing or proposed traimac and agreements in respect of which direatorsxecutive officers advise they hay
material interest. The Board Mandate requires diractors and executive officers disclose any ggeand the extent, no matter how sma
their interest in any transaction or agreement withand that directors excuse themselves from lixmdind deliberations and voting in respe:
transactions in which they have an interest. Byngkhese steps the board strives to ensure thettdrs exercise independent judgmr
unclouded by the relationships of the directamd executive officers to each other and us, irsickeming transactions and agreements in re
of which directors and executive officers haveraerest.
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Nomination of Directors

The Board has not appointed a nominating commaétek does not believe that such a committee is wimtaat the present time. The er
Board determines new nominees to the Board, althaudormal process has not been adopted. The nemiaesee generally the result
recruitment efforts by the Board members, includbash formal and informal discussions among Boaedmers and officers. The Bo.
generally looks for the nominee to have direct eigpee in the oil and gas business and signifigatlic company experience. The nomi
must not have a significant conflicting public caang association.

Compensation

The Board determines director and executive office@mpensation by recommendation of the Compensa&iommittee. The Compan
Compensation Committee reviews the amounts andtefé@mess of compensation. Each of the memberkeofCompensation Committee
independent. The Board reviews the adequacy amd @ifrcompensation and compares it to other compaoiesimilar size and stage
development. There is no minimum share ownerstgpirement of directors.

The Compensation Committee convenes at least amueally to review director and officer compensatamd status of stock options. ~
Compensation Committee also responds to requestsrfranagement and the Board to review recommemdadibmanagement for new sel
employees and their compensation. The Compensatommittee has the power to approve and/or amerse teommendations.

The Company has felt no need to retain any compiensaonsultants or advisors at any time sinceltbéginning of the Company's m
recently completed financial year.

Committees of the Board

Our board of directors discharges its responsislitlirectly and through committees of the boardigdctors, currently consisting of the At
Committee, a compensation committee (th€dmpensation Committee"), a disclosure committee (theDisclosure Committee™) and ¢
petroleum and natural gas committee (thRetroleum and Natural Gas Committed").

Each of the Audit Committee, Disclosure Committeel ahe Petroleum and Natural Gas Committee conefsts majority of independe
directors, while the Compensation Committee coasi§independent directors. Each Committee hameeific mandate and responsibilities
reflected in the charters for each committee.

Audit Committee

The mandate of the Audit Committee is formalizedainvritten charter. The members of the Audit Cotteri are James Cassina, Mi
Klyman (Chair) and Colin McNeil. Based on his pssdi®nal certification and experience, the boarddeiermined that Milton Klyman is
Audit Committee Financial Expert and that Jamess@asand Colin McNeil are financially literate. TAedit Committee's primary duties &
responsibilities are to serve as an independentoajettive party to monitor our financial reportipgocess and control systems, review
appraise the audit activities of our independerditats, financial and senior management, and thesliof communication among

independent auditors, financial and senior managénend the board of directors for financial repagtand control matters includi
investigating fraud, illegal acts or conflicts otérest.

Compensation Committee

The mandate of the Compensation Committee is foredhlin a written charter. The members of the Campgon Committee are Co
McNeil and Milton Klyman (Chair). The CompensatiGommittee is comprised entirely of independeneatiors. Compensation is determi
in the context of our strategic plan, our growthareholder returns and other achievements and dmmesi in the context of positi
descriptions, goals and the performance of eaclvithdal director and officer. With respect to diteis’ compensation, the Compensa
Committee reviews the level and form of compensateceived by the directors, members of each comejithe board chair and the chai
each board committee, considering the duties asybresibilities of each director, his or her pasvise and continuing duties in service to
The compensation of directors, the CEO, CFO andwgikee officers of competitors are considered, e extent publicly available,
determining compensation and the Compensation Ctaerenhas the power to engage a compensation cansut advisor to assist
determining appropriate compensation.
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Disclosure Committee

The mandate of the Disclosure Committee is fornedlim a written charter. The members of the DisglesCommittee are Milton Klyma
Colin McNeil and James Cassina (Chair). The Conem duties and responsibilities include, butreselimited to, review and revise ¢
controls and other procedures ("Disclosure and @tntProcedures") to ensure that (i) informatioguieed by us to be disclosed to
applicable regulatory authorities and other writtgiormation that we will disclose to the publicreported accurately and on a timely basis
(i) such information is accumulated and commurgdaio management, as appropriate to allow timetysins regarding required disclost
assist in documenting and monitoring the integaityl evaluating the effectiveness of the Disclosur@ Control Procedures; the identifica
and disclosure of material information about us, dlecuracy completeness and timeliness of our dinlreports and all communications v
the investing public are timely, factual and acteiend are conducted in accordance with applidelgle and regulatory requirements.

Petroleum and Natural Gas Committee

The members of the Petroleum and Natural Gas Cdesndtre Milton Klyman, James Cassina and Colin Mic{@Ghair). The Petroleum a
Natural Gas Committee has the responsibility of timgewith the independent engineering firms cominissd to conduct the reser
evaluation on our oil and natural gas assets andidouss the results of such evaluation with eathhe independent engineers
management. Specifically, the Petroleum and Nht@as Committees responsibilities include, but are not limited t,review o
managemeng recommendations for the appointment of indepeneegineers, review of the independent engineer@pgrts and consideri
the principal assumptions upon which such repoadased, appraisal of the expertise of the inddgrrengineering firms retained to evali
our reserves, review of the scope and methodoldgye independent engineersvaluations, reviewing any problems experiencedhs
independent engineers in preparing the reserveuatiah, including any restrictions imposed by mamagnt or significant issues on wh
there was a disagreement with management andewefireserve additions and revisions which ocoumfone report to the next.

Assessments

The board assesses, on an annual basis, the ctiotnth of the board as a whole, the Audit Commitied each of the individual directors
order to determine whether each is functioningatifely. The board monitors the adequacy of infaioragiven to directors, communicat
between the board and management and the straliegétion and processes of the board and committ€ee Audit Committee will annua
review the Audit Committee Charter and recommefany, revisions to the board as necessary.

Audit Committee

The mandate of the Audit Committee is formalizedaimritten charter. The members of the audit comemiof the board are James Cas
Milton Klyman (Chairman) and Colin McNeil. Based bis professional certification and experience, tloard has determined that Mil
Klyman is an Audit Committee Financial Expert ahdttColin McNeil and James Cassina are financla#lyate. The audit committee's prim
duties and responsibilities are to serve as anpeigent and objective party to monitor our finahoggporting process and control syste
review and appraise the audit activities of oueipehdent auditors, financial and senior manageraadtthe lines of communication among
independent auditors, financial and senior managenmend the board of directors for financial repgrtand control matters includi
investigating fraud, illegal acts or conflicts otérest.

Relevant Education and Experience of Audit Committe Members

Milton Klyman is the Chairman of the Audit ComméteHe is a selemployed financial consultant and has been a Qleart&ccountant sint
1952. Milton Klyman is a Life Member of the Insti¢ of Chartered Accountants of Ontario, a Life rhemof the Canadian Institute of Mini
Metallurgy and Petroleum and a Fellow of the luséitof Chartered Secretaries and Administrators.

James Cassina is a consultant in business deveftpmergers and acquisitions and corporate finadeees Cassina has served as a dil
and held various executive positions with publimpanies.
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Colin McNeil is an independent consulting geophigsi@and has managed exploration programs and gtadtttechnical assessments
companies in the Middle East, Africa, Asia, Centmatl South America, the Arctic, and Canada ColirNkithas served as a director and
various positions with public and private companies
Audit Committee Charter
e Our Audit Committee Charter (the “Charteifias been adopted by our board of directors. ThaitACommittee of the board (t
“Committee”) will review and reassess this charter annually ss@mmend any proposed changes to the board faopwdp The
Audit Committe’s primary duties and responsibilities are

e Oversee (i) the integrity of our financial statertsen(ii) our compliance with legal and regulatorgquirements; and (iii) ti
independent auditc’ qualifications and independen

e Serve as an independent and objective party totoromir financial reporting processes and intecaaitrol systems
« Review and appraise the audit activities of ouepehdent auditors and the internal auditing funsti

* Provide open lines of communication among the iedepnt auditors, financial and senior management,tlae board for financi
reporting and control mattet

Role and Independence: Organization

The Committee assists the board on fulfilling gsponsibility for oversight of the quality and igtiy of our accounting, auditing, inter
control and financial reporting practices. It madgo have such other duties as may from time te bmassigned to it by the board.

The Audit Committee is to be comprised of at lethsee directors. The majority of the Committee rhems must be independent fr
management and free from any relationship thathé opinion of the Board, would interfere with thgercise of his or her indepenc
judgment as a member of the Commiti
All members shall, to the satisfaction of the boedre financially literate (i.e. will have the abjlito read and understand a balance she
income statement, a cash flow statement and thesraitached thereto), and at least one member Ishad accounting or related finan
management expertise to qualify as “financially lesficated”. A person will qualify as “financiallgophisticated”if an individual whc
possesses the following attributes:
« anunderstanding of financial statements and géneecepted accounting principle
* an ability to assess the general application ofi guinciples in connection with the accounting éstimates, accruals and resen
e experience preparing, auditing, analyzing or evaigdinancial statements that present a breadthi@rel of complexity of accountil
issues that are generally comparable to the breadithcomplexity of issues that can reasonably lpeerd to be raised by «
financial statements, or experience actively supery one or more persons engaged in such acty
e an understanding of internal controls and procedlfoefinancial reporting; an
¢ anunderstanding of audit committee functic
Colin McNeil and Milton Klyman are “independerd% defined by the Securities and Exchange Commisaiad the Board has determined
Milton Klyman is an “audit committee financial expeas defined in Iltem 401(h) of RegulationkSpromulgated by the Securities
Exchange Commission.
The Committee members will be elected annuallhatfirst meeting of the Board following the annoadeting of shareholders. Each men
of the Committee serves during the pleasure oBtherd and, in any event, only so long as he oiishdalirector.
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One member of the Committee shall be appointedhas.cThe chair shall be responsible for leadgrsiiithe Committee, including schedul
and presiding over meetings and making regularrtefio the Board. The chair will also maintainukeg liaison with the CEO, CFO, and
lead independent audit partner.

Responsibilities and Powers

Although the Committee may wish to consider othdatied from time to time, the general recurring\dtis of the Committee in carrying «
its oversight role are described below.

« Annual review and revision of the Charter as neaxgswith the approval of the board.

« Review and obtain from the independent auditorermél written statement delineating all relatiopshbetween the auditor and
consistent with Independence Standards Board Stauid

« Recommending to the board the independent auditob® retained (or nominated for shareholder apgyawe audit our financii
statements. Such auditors are ultimately accoletalithe board and the Committee, as represeagti’the shareholde!

» Evaluating, together with the board and managenthatperformance of the independent auditors amarevappropriate, replaci
such auditors

« Obtaining annually from the independent auditoferanal written statement describing all relatiomshbetween the auditors and
The Committee shall actively engage in a dialogité the independent auditors with respect to amgtimnship that may impact t
objectivity and the independence of the auditors stmall take, or recommend that the board takerogpiate actions to oversee
satisfy itself as to the audit¢ independence

« Ensuring that the independent auditors are pradbitom providing the following noaudit services and determining which o
nor-audit services the independent auditors are prgdiliiom providing

0 Bookkeeping or other services related to our actiogmecords or consolidated financial stateme

0 Financial information systems design and implemt@na

0 Appraisal or valuation services, fairness opinimrssontributior-in-kind reports;

0 Actuarial services

0 Internal audit outsourcing service

0 Management functions or human resour:

0 Broker or dealer, investment advisor or investniEmking services

0 Legal services and expert services unrelated taudé; anc

0 Any other services which the Public Company AccoygnOversight Board determines to be impermiss

« Approving any permissible n-audit engagements of the independent audi

« Meeting with our auditors and management to rewtesvscope of the proposed audit for the current,yaa the audit procedures
be used, and to approve audit fe

« Reviewing the audited consolidated financial staet®s and discussing them with management and tliepénder
auditors. Consideration of the quality our accogtprinciples as applied in its financial repogtinBased on such review,
Committee shall make its recommendation to the 8@ to the inclusion of our audited consolidatedrfcial statement in o
Annual Report to Shareholde
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« Discussing with management and the independentaadhe quality and adequacy of and complianch wifr internal controls

« Establishing procedures: (i) for receiving, hanglland retaining of complaints received by us reiggréccounting, internal contrc
or auditing matters, and (ii) for employees to sittronfidential anonymous concerns regarding qoaesthle accounting or auditi
matters.

« Review and discuss all related party transactiownglving us.

- Engaging independent counsel and other advisdhe iCommittee determines that such advisors aressacy to assist the Commit
in carrying out its duties

« Publicly disclose the receipt of warning about aijations of corporate governance rules.
Authority

The Committee will have the authority to retain gpklegal, accounting or other experts for advimasultation or special investigation. -
Committee may request any officer or employee akpour outside legal counsel, or the independediter to attend a meeting of
Committee, or to meet with any member of, or caiasié to, the Committee. The Committee will hawvk dccess to our books, records
facilities.

Meetings

The Committee shall meet at least yearly, or maoegjfently as the Committee considers necessarpo@mities should be afford
periodically to the external auditor and to sem@nagement to meet separately with the indepemdemtbers of the Committee. Meetings |
be with representatives of the independent auditord appropriate members of management, all eiticiridually or collectively as may |
required by the Chairman of the Committee.

The independent auditors will have direct accesheédCommittee at their own initiative.

The Chairman of the Committee will report periodlicghe Committee’s findings and recommendationth®board of directors.

D. EMPLOYEES

As of August 31, 2011 and the date of the filinglo$ Annual Report we did not have any employehsrathan our sole executive officer.
E. SHARE OWNERSHIP

Our common shares are owned by Canadian residénited States residents and residents of othertdesn The only class of our securit
which is outstanding as of the date of the filifidgtos Annual Report, is common stock. All holdefsour common stock have the same vc
rights with respect to their ownership of our conmstock.

The following table sets forth as of the date &f fiing of this Annual Report, certain informatiavith respect to the amount and natur
beneficial ownership of the common stock held Pyeéich person known to our management to be thefiberh owner of more than 5% of ¢
outstanding shares of common stock; (ii) each perbo is a director or an executive officer of quaad (iii) all directors and executi
officers of ours, as a group. Shares of our commsimtk subject to options, warrants, or convertibdeurities currently exercisable
convertible or exercisable or convertible within &8ys of the date of filing of this Annual Repore aleemed outstanding for computing
share ownership and percentage of the person lgoklich options, warrants, or convertible securitigs are not deemed outstanding
computing the percentage of any other person.
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Amount and Nature of
Beneficial Ownership

Name and Owner Identity of Common Stock @ Percentage

Alan D. Gaines Director 4,000,00/(10) 10.0%%

Milton Klyman Director 100,00((2) 0.26%

Colin McNeil Director 0 0%

Core Energy Enterprise, In® Principal Shareholder 4,073,20/(4) 10.25%

James Cassina Director and Principal

Shareholde 12,168,85(5) 29.1%

Tonbridge Financial Corj Principal Shareholde 5,483,41(6) 13.55%

Benchmark Enterprises LL Shareholde 2,258,82(7) 5.9(%

Eric Johnsor Principal Shareholde 3,384,28(8) 8.71%

Gottbetter Capital Group, In Shareholde 2,416,88(9) 6.3¢%

All officers and directors as a

group (4 persons 16,268,85(2)(5) 32.52%

(1) Unless otherwise indicated, the persons named $aleeownership, voting and investment power witkpeet to their stock, subject
applicable laws relative to rights of spouses.cBatage ownership is based on 37,716,076 shammmhon stock outstanding as of
date of filing of this Annual Repor

(2) Includes 50,000 shares underlying 50,000 presemtycisable warrant

(3) James Cassina has voting and investment powenr@gfect to the shares of our common stock ownetidog Energy Enterprises Ir

(4) Includes 2,036,604 shares underlying 2,036,604eptBsexercisable warrant

(5) Includes 2,036,604 outstanding shares and 2,03&68rs underlying 2,036,604 presently exercisableants owned by Core Ene
Enterprises Inc. Also includes 4,099,725 shareketying 3,995,919 presently exercisable warramtsed directly by James Cassil

(6) Includes 2,741,707 shares underlying 2,741,707eptBs exercisable warrants. David Yuhasz has vo#ng investment power w
respect to the shares owned by Tonbridge FinaGagp.

(7) Includes 1,677,685 shares and 581,139 shares yimdedresently exercisable warrants. 581,140 shanels290,570 warrants are be
held in escrow until such time that we receive a&bM101 compliant report from an independent engingefirm indicating at lea
100,000 boe of proven reserves on either the Mutgase or any formation below the San Miguel foiorabn the Matthews Lea:
Andrew Godfrey has voting and investment power wétspect to the shares owned by Benchmark EntespkilsC.

(8) Includes 2,256,188 shares and 1,128,094 shareslyindepresently exercisable warrants. 1,128,09dre$ and 564,047 warrants
being held in escrow until such time that we reeeavNI 51101 compliant report from an independent engingefirm indicating &
least 100,000 boe of proven reserves on eitheMimghy Lease or any formation below the San Migieemation on the Matthev
Lease.

(9) Includes 2,243,881 shares and 173,000 shares yimdepresently exercisable warrants. Adam Gotthbéites voting and investme
power with respect to the shares owned by Gotth€@pital Group, Inc

(20) Includes 2,000,000 outstanding shares and 2,00@@3@ntly exercisable warran

As of the date of the filing of this Annual Repdud,the knowledge of our management, there areramgements which, could at a subseq
date result in a change in control of us. As ahsdate, and except as disclosed herein, our mareageias no knowledge that we are owng
controlled directly or indirectly by another compaor any foreign government.

Amendments to our Stock Option Plan (as amended; ffan ") were adopted by our board of directors on Decam@i, 2010 and approv
by a majority of our shareholders voting at the dalnand Special Meeting held on February 24, 200lie Plan was adopted in order tha
may be able to provide incentives for directordicefs, employees, consultants and other persan$ Eigible Individual ") to participate i
our growth and development by providing us with tpportunity through share options to acquire amenship interest in us. Directors i
officers currently are not remunerated for theiwges except as stated ifekecutive Compensatior' above.
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The maximum number of common shares which may bassée for issue under the Plan is currently 6, A0% common shares, provided -
the board has the right, from time to time, to @&e such number subject to the approval of ouebbhlers and any relevant stock exchi
or other regulatory authority. The maximum numblecommon shares which may be reserved for issu@naay one person under the pla
5% of the common shares outstanding at the timtbeofjyrant less the number of shares reserveddoaige to such person under any op
for services or any other stock option plans. Aoynmon shares subject to an option, which are xertcesed, will be available for subseqt
grant under the Plan. The option price of any camrshares cannot be less than the closing sale pfisuch shares quoted on any tra
system or on such stock exchange in Canada on wiiicbommon shares are listed and posted for gaanmay be selected for such pur|
by the board of directors, on the day immediategcpding the day upon which the grant of the opsaapproved by the board of directors.

At our Annual and Special Meeting slated to be heidFebruary 24, 2012 shareholders will be askeabfwove a further amendment to
Plan which was adopted by our board of directordamuary 25, 2012 to increase the maximum aggregemder of common shares resel
for issuance under our stock option plan to an arhoat to exceed 20% of the total shares issuedatslanding of the Company as of the

of each Option grant. Options granted under tha Rlay be exercised during a period not exceedig \fears, subject to earlier termina
upon the optionee ceasing to be an Eligible Indiald or, in accordance with the terms of the gmifnthe option. The options are non-
transferable and noassignable except between an Eligible Individua amelated corporation controlled by such Eligitidividual upon th
consent of the board of directors. The Plan costairovisions for adjustment in the number of shassuable there under in the ever
subdivision, consolidation, reclassification, reamzation or change in the number of common shareserger or other relevant change ir
Company’s capitalization. The Company does netteny other longerm incentive plans, including any supplementaoexive retiremel
plans.

ITEM7 MAJOR SHAREHOLDERS AND RELATED PARTY TRA NSACTIONS

A. MAJOR SHAREHOLDERS

There are 37,716,076 issued and outstanding sb&ams common stock as of January 31, 2012. Adamfuary 31, 2012, to the best of
knowledge, no persons hold directly or indirecttyeaercise control or direction over, shares of camnmon stock carrying 5% or more of

voting rights attached to all issued and outstamdinares of the common stock except as stated Uteser6.E above or set out in the te
below. The shares of our common stock owned byrmajor shareholders have identical voting rightthase owned by our other shareholc

Number of
Name Shares Percentage
James Cassir 12,168,85(1) 29.17%
Alan D. Gaines 4,000,00(8) 10.0%%
Core Energy Enterprises Ir® 4,073,20i(3) 10.25%
Tonbridge Financial Corj 5,483,41(4) 13.55%
Eric Johnsor 3,384,28/(5) 8.71%
Gottbetter Capital Group, In 2,416,88(6) 6.8%
Benchmark Enterprises LL 2,258,82(7) 5.9(%

(1) Includes 2,036,604 shares and 2,036,604 shareslyindepresently exercisable warrants owned by Gemergy Enterprises Inc. Al
includes 4,099,725 shares and 3,995,919 shareslyindgresently exercisable warrants owned disebyl James Cassin

(2) James Cassina has voting and investment powenr@gfiect to the shares of our common stock ownecidog Energy Enterprises Ir
(3) Includes 2,036,604 shares and 2,036,604 shareslyindgpresently exercisable warran

(4) Includes 2,741,707 shares underlying 2,741,707eptbs exercisable warrants. David Yuhasz has votind investment power w
respect to the shares owned by Tonbridge FinaGagpb.

(5) Includes 2,256,188 shares and 1,128,094 shareslyindepresently exercisable warrants. 1,128,0%rat and 564,047 warrants be

held in escrow until such time that we receive a&bML01 compliant report from an independent engingefirm indicating at lea
100,000 boe of proven reserves on either the Mul@ase or any formation below the San Miguel forarabn the Matthews Leas
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(6) Includes 2,243,881 shares and 173,000 shares yimdepresently exercisable warrants. Adam Gottlodites voting and investme
power with respect to the shares owned by Gotth€agpital Group, Inc

(7) Includes 1,677,685 shares and 581,139 shares yimdepresently exercisable warrants. 581,140 shamels290,570 warrants being
in escrow until such time that we receive a NI2&l- compliant report from an independent engingefitm indicating at least 100,0
boe of proven reserves on either the Murphy Leasang formation below the San Miguel formation twe Matthews Lease. Andr
Godfrey has voting and investment power with respeethe shares owned by Benchmark Enterprises |

(8) Includes 2,000,000 outstanding shares and 2,00@@3@&ntly exercisable warran

The following table discloses the geographic disttion of the majority of the holders of recordoefr common stock as of date of January
2012.

Number Number Percentage Percentage
of of of of
Country Shareholders Shares Shareholders Shares
Canade 1,07: 15,055,80 95.6%% 39.92%
USA 33 9,606,95. 2.94% 25.4%
All Other 16 13,053,32 1.4%% 34.61%
Total 1,122 37,716,07 10(% 100%

We are not directly or indirectly owned or conteallby another corporation, by any foreign governnoeroy any other natural or legal pers
There are no arrangements known to us, the operatiwhich may at a subsequent date result in ag##n the control of us.

B. RELATED PARTY TRANSACTIONS

During the fiscal year ended August 31, 2011 amduh the date of the filing of this Annual Repare have entered into the related p
transactions described below.

At August 31, 2011 included in accounts payable memagement fees payable to the President of $5&28rued at a rate of $6,250
month.

During the year ended August 31, 2011, we rece¥®8300,000 and issued a promissory note to ouidems The note is due on demand
bears interest at 10% per annum. Interest is payairually on the anniversary date of the note tii@ear ended August 31, 2011 intere
$26,135 was recorded and included in accounts pay8hbsequent to the yeamd we issued 103,806 common shares to our Présidenl
settlement of interest due at October 7, 2011 énatfmount of US$30,000.

At August 31, 2011 we accrued directors’ fees plyab$2,100 at rate of $100 per meeting per dinect

On August 31, 2010 we issued a US$175,000, 5% meura secured promissory note to Source ReWork Bnognc. (“Source”)The not
was secured by the Eaglefasdhterest in the Matthews Lease, Zavala Countyxa$eUS$100,000 of the note was repaid on Marci2Q81
The balance of US$75,000 (CDN $73,380) of the nogether with accrued interest was due and payatléugust 31, 2011. For the y
ended August 31, 2011 interest of $6,115 was recbehd included in accounts payable. On Septemh2011l we repaid to Source Rew
Program, Inc. the promissory note in full in thecamt of US$75,000 together with accrued interedi $$6,250.

At August 31, 2011 the Company has a US$960,00Q01(ZDDN $939,264), 6% per annum secured promissoty payable to Benchme
Enterprises LLC (August 31, 2010 $US$960,000). mbe was payable on the earlier of December 311 20lupon the Company closin
financing or series of financings in excess of US$8,000.The note has been extended until June 30, 2012amitimterest rate of 10% |
annum. For the year ended August 31, 2011 intefe56,356 was recorded and included in accountalga (August 31, 2010 $26,863).
note is secured by Dyami Energyinterest in the Matthews and Murphy Leases, Zawdunty, Texas. The Company may, in its
discretion, repay any portion of the principal amblOn January 3, 2012 the Company issued 515,466non shares as full settlemen
interest due at December 31, 2011 in the amoubitS§f102,102.
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On September 2, 2011 the Company received $20,00Gsaued a promissory note to Tonbridge Finar€a@p. The note is due on dem
and bears interest at a rate of 10% per annunrtebites payable annually on the anniversary dateeofote.

At August 31, 2011 included in accounts payabl&68,918 due to Gottbetter & Partners LLP for lefgals (August 31, 2010 $82,154)
Gottbetter Capital Group, Inc. is a shareholdethef Company. Adam Gottbetter is sole owner of Gxitéy & Partners LLP and Gottbe
Capital Group, Inc.

During the year ended August 31, 2011, the Compaogived US$2,490,000 and $149,000 and issued psonyi notes to seven shareholc
The notes are payable on demand and bear interd€)% per annum. Interest is payable annually e@nahniversary date of the no
Subsequent to the year ended August 31, 2011 atidetdate of this Annual Report the Company iss6@®,297 common shares as
settlement of interest due in the amount of US$1G®%and CDN$14,900.

Subsequent to the year ended August 31, 2011 atttetdate of this Annual Report the Company recki$£86,845 and US$165,000
issued promissory notes to five shareholders ofGbmpany. The notes are due on demand and beagsheg 10% per annum. Interes
payable annually on the anniversary date of the.not

Inter-Company Balances

As at August 31, 2011, the inteompany balance due from our wholly owned subgydl®54166 Alberta was $88,000. As at August 31,15
the inter-company balance due from our wholly owsalbsidiary Dyami Energy was $3,782,893. As of dan31, 2011, the intetempan'
balance due from 1354166 Alberta is $88,000 andntiee-company balance due from Dyami Energy i464,798.

C. INTERESTS OF EXPERTS AND COUNSEL

Not Applicable. This Form :-F is being filed as an Annual Report under theHaxge Act.

ITEM 8 FINANCIAL INFORMATION

A. CONSOLIDATED STATEMENTS AND OTHER FINA NCIAL INFORMATION

The financial statements required as part of thiaual Report are filed under Item 17 of this AnnRaport.

Litigation

Except as discussed below there are no pendingpegeeedings to which we or our subsidiary is eypar of which any of our property is 1
subject. There are no legal proceedings to whighdadrthe directors, officers or affiliates or angsaciate of any such directors, officer:
affiliates of either our company or our subsidiara party or has a material interest adverse txaspt for the following:

Subsequent to the year ended August 31, 2011,dovefi Dyami Energy has filed a claim in the DistiCourt of Harris County, Texas seek
payment of US$62,800. Dyami Energy is disputingdlam on the basis of excessive charges. Theafutbunt of the claim has been recol
in accounts payable and the outcome of this claiomcertain at this time.

Dividends

We have not paid any dividends on our common sthekg the past five years. We do not intend to gigidends on shares of common si
in the foreseeable future as we anticipate thatash resources will be used to finance growth.

B. SIGNIFICANT CHANGES
There have been no significant changes that haser@d since the date of our annual financial statgs included with this Annual Reg

except as disclosed in the Annual Report.
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ITEM9 THE OFFER AND LISTING
Common Shares

Our authorized capital consists of an unlimited bamof common shares without par value, of whiclv 38,076 were issued and outstan
as of January 31, 2012. All shares are initialguesd in registered form. There are no restrictmmghe transferability of our common sh
imposed by our constating documents. Holders ofoammon shares are entitled to one vote for eachnmon share held of record on
matters to be acted upon by our shareholders. IHolifecommon shares are entitled to receive suddetids as may be declared from tim
time by our board of directors, in their discretidn addition we are authorized to issue an unéohihumber of preferred shares, with ¢
rights, preferences and privileges as may be d@tedrfrom time to time by our board of directoihere were no preferred shares outstar
at January 31, 2012.

Our common shares entitle their holders to: (ievat all meetings of our shareholders except mgeti which only holders of specified clas
of shares are entitled to vote, having one votecoenmon share, (ii) receive dividends at the dismmeof our board of directors; and (
receive our remaining property on liquidation, dission or winding up.

A. OFFER AND LISTING DETAILS

Our common stock became eligible for trading onobet 22, 2009 on the Over the Counter Bulletin BOGOTCBB") under the symb
(“EGNKPF"). Following the amalgamation on November 30, 200 wilr wholly owned subsidiary 1406768 Ontario, wWargged our name
Eagleford Energy Inc. and commenced trading unkersymbol (“‘EFRDF”).Prior to our common stock being listed on the OTCBBI
common stock had not publicly traded since 1990.

The following table set forth the reported high do bid prices for shares of our common stockloen ® TCBB in US dollars for the peric
indicated.

Period (1) High Low
Fiscal Year August 31, 201: Year Ended August 31, 20: $ 20z % 0.7C
Fiscal Year August 31, 201! Year Ended August 31, 20: $ 13C $ 0.0t
Fiscal Year 2011 By Quarter First Quarter ended 11/30/20 $ 2.0 $ 0.8C
Second Quartered Ended 02/28/2 $ 20C $ 1.0C
Third Quartered Ended 05/31/20 $ 124 $ 0.84
Fourth Quartered Ended 08/31/2( $ 178 $ 0.7C
Fiscal Year 2010 By Quarter First Quarter ended 11/30/20 $ 0.0C $ o0.0C
Second Quartered Ended 02/28/2 $ 0.08 $ 0.0t
Third Quartered Ended 05/31/20 $ 0.0C $ 0.0C
Fourth Quartered Ended 08/31/2( $ 1.3C $ 0.7
Calendar Year 2011 by Month August $ 1.1 $ 0.7C
Septembe $ 07C $ 0.3C
October $ 048 $ 0.2t
Novembel $ 038 $ 0.3
Decembe $ 038 $ 0.2
Calendar Year 2012 by Month January $ 044 $ 0.1¢
Notes

@ Our stock commenced trading on the OTBCC on OctaBeP009

(2) The closing price on the OTCBB for our common stonkJanuary 31, 2012 was $0.
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There is currently only a limited public market thie common stock in the United States. There eandbassurance that a more activarke
will develop in the future.

B. PLAN OF DISTRIBUTION

Not Applicable. This Form Z-F is being filed as an Annual Report under theiaxge Act.

C. MARKETS
See Item 9.A.
D. SELLING SHAREHOLDERS

Not Applicable. This Form :-F is being filed as an Annual Report under theHaxge Act.
E. DILUTION

Not Applicable. This Form :-F is being filed as an Annual Report under theHaxge Act.
F. EXPENSES OF THE ISSUE

Not Applicable. This Form Z-F is being filed as an Annual Report under theiaxge Act.
ITEM 10 ADDITIONAL INFORMATION

A. SHARE CAPITAL

Not Applicable. This Form Z-F is being filed as an Annual Report under theiaxge Act.
B. MEMORANDUM AND ARTICLES OF ASSOCIATION

Certificate of Incorporation

We were incorporated under the Business Corpomtiat (Ontario) on September 22, 1978 under theenBonanza Red Lake Exploratic
Inc. The corporation number as assigned by Onisi386323.

Articles of Amendment dated January 14, 1985
By Articles of Amendment dated January 14, 1985, Auticles were amended as follows:
1. The minimum number of directors of then@pany shall be 3 and the maximum number of dirsatbthe Company shall be 10.

2. (a) Delete the existing objectaisks and provide that there are no restrictionthefusiness we may carry on or on the power.
we may exercise;

(b) Delete the term "head office" wheregpaars in the articles and substitute therefotaha "registered office";
(c) Delete the existing special provisionsatained in the articles and substitute thereferftlowing:
The following special provisions shall be appliatd the Company:

Subject to the provisions of the Business CorporatiAct, as amended or egacted from time to time, the directors may, withauthorizatio
of the shareholders:

0] borrow money on the credit of the Compa
(i) issue, r-issue, sell or pledge debt obligations of the Camp
(i) give a guarantee on behalf of the Company to squenfermance of an obligation of any pers
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(iv) mortgage, hypothecate, pledge or otherwise creatcarity interest in all or any property of ther@oration owned «
subsequently acquired, to secure any obligatich@fCompany; an

(v) by resolution, delegate any or all such powersdaector, a committee of directors or an officéthe Company
3. (@)  Provide that the Company is atted to issue an unlimited number of shares;
(b)  Provide that the Company is authorizetssue an unlimited number of preference shares.
Articles of Amendment dated August 16, 2000

By Articles of Amendment dated August 16, 2000 ariicles were amended to consolidate our issuedatstanding common shares on
basis on one common share for every three issug@w@standing common shares in our capital, andgdhaur name from Bonanza Red L
Explorations Inc. to Eugenic Corp.

Our Articles of Amendment state that there aregstrictions on the business that may carry ongdbutot contain a stated purpose or objec
Articles of Amalgamation dated November 30, 2009

By Articles of Amalgamation dated November 30, 2009 amalgamated with our wholly owned subsidiarglEfard Energy Inc. (formerl
1406768 Ontario Inc.) and changed the entity’s ntorieagleford Energy Inc.

Bylaws

No director of ours is permitted to vote on anyole8on to approve a material contract or trangexcin which such director has a mate
interest. (Bylaws, Article 43).

Neither our Articles nor our Bylaws limit the ditecs’ power, in the absence of an independent quorummt compensation to themselve
any members of their body. The Bylaws provide thisgctors shall receive remuneration as the bo&directors shall determine from time
time. (Bylaws, Article 44).

Under our Articles and Bylaws, our board of direstmay, without the authorization of our sharehddé) borrow money upon our credit;
issue, reissue, sell or pledge debt obligationsun$; whether secured or unsecured (iii) give aantae on behalf of us to secure perform
of obligations; and (iv) charge, mortgage, hypottiecpledge or otherwise create a security intéresll currently owned or subsequel
acquired real or personal, movable or immovablegitde or intangible, property of ours to securégatiions.

Annual general meetings of our shareholders aré trelsuch day as is determined by resolution oftilectors. (Bylaws, Article 6). Spec
meetings of our shareholders may be convened tBr ofcdour Chairman of the Board, our Presidengfshe is a director, a Videresident wh
is a director, or the board of directors. (Bylawstcle 6). Shareholders of record must be givetiae of such special meeting not less tha
days or more than 50 days before the date of thetinge Notices of special meetings of shareholdaust state the nature of the business
transacted in detail and must include the textnhgfspecial resolution or bylaw to be submittecht® tneeting. (Bylaws, Article 8). Our boarc
directors is permitted to fix a record date for angeting of the shareholders that is between 2158ndays prior to such meeting. (Byla
Article 9). The only persons entitled to admiss&ira meeting of the shareholders are sharehodiitted to vote, our directors, our audit
and others entitled by law, by invitation of theaiziman of the meeting, or by consent of the mee{Bglaws, Article 13).

Neither our Articles nor our Bylaws discuss limibais on the rights to own securities or exercisngorights thereon, and there is no provi
of our Articles or Bylaws that would delay, defar mrevent a change in control of us, or that wonerate only with respect to a mer
acquisition, or corporate restructuring involving or any of its subsidiaries. Our Bylaws do nattai a provision indicating an owners
threshold above which shareholder ownership muslisigosed.

At the Annual and Special Meeting of Shareholderbe held on February 24, 2012, shareholders wilagked to consider, and if deel
advisable, to repeal and replace the Corporatmmient By-Law No. 1 and Special By-Law No. 1 (th®ld By-Laws ") with a new ByLaw
No. 1 (the "New By-Laws") in order to reflect the current circumstanced practices of the Company and certain amendmeriteeBusines
Corporations Ac{Ontario) (the "OBCA "), which came into force on August 1, 2007.
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The material changes may be summarized as follows:

@) The quorum necessary for board meetings has changedrequiring two of five directors to a majoritf the number o
directors or minimum number of directors requirgtthoe articles, and if the Corporation has fewantkhree directors, all
the directors must be present at any meeting ettiirs to constitute a quorum for the transactidousiness

(b) Conflict of interest provisions have been addedeftect amendments to the OBCA prohibiting conéittdirectors frot
attending any part of a meeting during which thetiart or transaction creating the conflict is dissed

(©) Indemnity provisions have been added to reflect @Bnendments which have broadened the languagedarinity
coverage to include "investigative or other prodegsl in which the indemnitee is involved becausasgociation with tt
corporation” and which also now permit the Comptmadvance monies to an indemnified individual dosts, charges a
expenses associated with such proceed

(d) The record date for notice of meetings of sharedrsichas been added to reflect OBCA amendments (asudt of thi
amendment, the record date shall not precede by man sixty days nor by less than thirty daysdhte on which tt
meeting is to be held); ar

(e) The notice and waiver provisions have been ametalegflect OBCA amendments that allow for persansdand notices a
consents to waive by electronic means in accordatitbethe Electronic Commerce Act, 20L.

Other Provisions

Neither our Articles nor our Bylaws discuss théreshent or no-retirement of directors under an age limit requieetror the number of sha
required for director qualification.

Neither our Articles nor our Bylaws require thatieector hold a share in the capital of the Compasnygualification for his/her offici

Neither our Articles nor our Bylaws contain sinkifghd provisions, provisions allowing us to maketlier capital calls with respect to ¢
shareholder of ours, or provisions which discringnagainst any holders of securities as a resulush shareholder owning a substa
number of shares.

C. MATERIAL CONTRACTS

During the two year period preceding the filingalaf this Annual Report, we entered into no matexiatracts other than contracts ent
into in the ordinary course except for the follogin

Effective June 10, 2010, we retained Gar Wood Siesyr LLC (“Gar Wood”)to act as Investment Banker/Financial Advisor ® @ompan
for a period of two years. Under the terms of ther 8/00d engagement, we agreed to pay a fee of 6fteafross proceeds raised and i
1,500,000 common share purchase warrants (the ‘ana) as follows:

1,000,000 Warrants exercisable at US$1.00 to mseil, 000,000 common shares expiring on Decembet01Q and issuable in three ec
tranches on June 10, 2010, December 10, 2010 aredlly 2011; and

500,000 Warrants exercisable at US$1.50 to purcb@8@00 common shares expiring on June 10, 20d2sanable in three equal tranche:

June 10, 2010, December 10, 2010 and June 10, Zb#lfair value of the warrants was recorded aspegrsation expense and contribi
surplus
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On November 5, 2010 we terminated the agreemeht@adtrwood dated June 10, 2010 and as a result@B@d@ants were cancelled out of
333,333 warrants issued exercisable at $1.00 expiecember 10, 2011 and 18,215 warrants were basazut of the 166,667 warral
issued exercisable at $1.50 expiring June 10, 20iton December 10, 2011, 296,903 common sharbameavarrants expired. On Decen
11, 2011, 296,903 warrants exercisable at $1.00akp

On August 31, 2010 we acquired a 10% working irsebefore payout and a 7.5% working interest gitgrout of production revenue of §
million in a mineral lease comprising approximat2|$29 gross acres of land in Zavala County, Téttees “Lease Interest”)As consideratio
for the Lease Interest we paid on closing $212 (88%$200,000), satisfied by US$25,000 paid in caslclosing and $186,183 (US$175,0!
5% secured promissory note.US$100,000 of prindipgéther with accrued interest was due and payableebruary 28, 2011 and US$75,
of principal together with accrued interest was duod payable on August 31, 2011. On March 18, 204 baid to Source US$100,000 of
promissory note and on September 1, 2011 we paithdtance of the secured promissory note in fulhénamount of US$75,000 together \
accrued interest of US$6,250.

On August 31, 2010, we acquired 100% the issuedcatstanding membership interests of Dyami Energ€ La Texas limited liabilit
corporation for consideration of $4,218,812. (US$3,422) satisfied by (i) the issuance of 3,418,d6its of the Company. Each uni
comprised of one common share and bak-a purchase warrant. Each full warrant is eisatile into one additional common share at US{
per share on or before August 31, 2014 (the “Unasd (ii) the assumption of $1,021,344 (US$960,Gf0pyami Energy debt by way o
secured promissory note. The note bears interé&tgter annum, is secured by the Leases and wadblgagn December 31, 2011 or upor
Company closing a financing or series of financimgexcess of US$4,500,000he due date of the note has been extended unsl 30, 201
with an interest rate of 10% per annum.

Dyami Energy holds a 75% working interest beforgopd and a 61.50% working interest after payoytroduction revenue of $12.5 million
the Matthews Lease comprising approximately 2,628gacres of land in Zavala County, Texasad00% working interest in a mineral le
comprising approximately 2,637 acres of land in &awCounty, Texas (the “Murphy Leaselbject to a 10% carried interest on the dri
costs from surface to base of the Austin Chalk &dfom, and a 3% carried interest on the drillingtsdrom the top of the Eagle Ford sl
formation to basement on the first well drilledara serpentine plug and for the first well driliatb a second serpentine plug, if discovered .

D. EXCHANGE CONTROLS

There are no governmental laws, decrees or regakatin Canada that restrict the export or imporcapital, or affect the remittance
dividends, interest or other payments to a resident holder of our common stock, other tharmhdgtding tax requirements (See "Taxati
below).

Except as provided in the Investment Canada Aetgtlare no limitations imposed under the laws ofe@a, the Province of Ontario, or by
constituent documents on the right of a non-reditiehold or vote our common stock.

The Investment Canada Act (the "ICA"), which beceeffective on June 30, 1985, regulates the acéprisity nonCanadians of control of
Canadian business enterprise. In effect, the I€piires review by Investment Canada, the agencghndndministers the ICA, and approva
the Canadian government, in the case of an acigmisif control of a Canadian business by a @@madian where: (i) in the case of a di
acquisition (for example, through a share purclwasesset purchase), the assets of the busine€Da¥e$5 million or more in value; or (i)
the case of an indirect acquisition (for exampe, acquisition of the foreign parent of the Canadiasiness) where the Canadian busines
assets of CDN $5 million or more in value or if tBanadian business represents more than 50% afstets of the original group and
Canadian business has assets of CDN $5 millionaserim value. Review and approval are also reduioe the acquisition or establishmen
a new business in areas concerning "Canada’s alultaritage or national identity" such as book pitdhg, film production and distributic
television and radio production and distributiomuisic, and the oil and natural gas industry, rdigas of the size of the investment.
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As applied to an investment in us, three methodacgtiiring control of a Canadian business woulddggilated by the ICA: (i) the acquisiti
of all or substantially all of the assets usedarrying on the Canadian business; (ii) the acdaisitdirectly or indirectly, of voting shares ¢
Canadian corporation carrying on the Canadian lessinor (iii) the acquisition of voting shares of antity which controls, directly

indirectly, another entity carrying on a Canadiarsihess. An acquisition of a majority of the vgtimterests of an entity, including
corporation, is deemed to be an acquisition of mbninder the ICA. An acquisition of less than dhed of the voting shares of a corpora
is deemed not to be an acquisition of control. agquisition of less than a majority, but athéd or more, of the voting shares of a corpomn
is presumed to be an acquisition of control unlesan be established that on the acquisition trparation is not, in fact, controlled by

acquirer through the ownership of voting sharesr gartnerships, trusts, joint ventures or othéncorporated entities, an acquisition of

than a majority of the voting interests is deemetita be an acquisition of control.

In 1988, the ICA was amended, pursuant to the Frade Agreement dated January 2, 1988 between Gamatithe United States, to relax
restrictions of the ICA. As a result of these adraents, except where the Canadian business i®inutural, oil and gas, uranium, finan
services or transportation sectors, the threshwldifect acquisition of control by US investorslasther foreign investors acquiring control
Canadian business from US investors has been ramedCDN $5 million to CDN $150 million of grosssets, and indirect acquisitions
not reviewable.

In addition to the foregoing, the ICA requires tladit other acquisitions of control of Canadian Inesises by no@anadians are subject
formal notification to the Canadian government.e3d provisions require a foreign investor to gigéae in the required form, which notit
are for information, as opposed to review, purposes

E. TAXATION
Certain Canadian Federal Income Tax Consequences

The following discussion describes the principah&idian federal income tax consequences applicaldenblder of our common shares wit
are traded on the OTCBB, who, at all material times resident of the United States for purpodehe® CanaddJnited States Income T
Convention (the "Treaty") entitled to the full béihef the Treaty and is not a resident, or deertetle a resident, of Canada, deals at :
length and is not affiliated with the Company, didt acquire our common shares by virtue of employmis not a financial institutio
specified financial institution, registered nmesident insurer, authorized foreign bank, partmprsr a trust as defined in the Income Tax
(Canada) (the "ITA"), holds our common shares gitabproperty and as beneficial owner, and dodsuse or hold, is not deemed to us
hold, his or her common shares in connection wérying on a business in Canada and, did not, doesind will not have a fixed base
permanent establishment in Canada within the mgagfithe Treaty (a "non-resident holder").

This description is based upon the current promsiof the ITA, the regulations thereunder (the "Rafjons"), management's understandir
the current publicly announced administration amsdeasing policies of Canada Revenue Agency, andpaitific proposals (the "T
Proposals") to amend the ITA and Regulations ancediy the Minister of Finance (Canada) prior t® date hereof. This description is
exhaustive of all possible Canadian federal inctemeconsequences and, except for the Tax Propakads, not take into account or antici
any changes in law, whether by legislative, govesntal or judicial action, nor does it take into @zet any income tax laws or considerat
of any province or territory of Canada or foreigi tonsiderations which may differ significantlprin those discussed below.

The following discussion is for general informationly and is not intended to be, nor should it bestrued to be, legal or tax advice to
holder of common shares of the Company, and noi@pior representation with respect to the CanaBiaeral Income Tax consequence
any such holder or prospective holder is made.oAdingly, holders and prospective holders of comrebares are urged to consult with t
own tax advisors about the federal, provincial fordign tax consequences of purchasing, owningdisubsing of common shares.

Dividends

Dividends paid on our common shares to a resident holder will be subject to a 25% withhoflitax pursuant to the provision of
ITA. The Treaty provides that the normal 25% widlting tax rate is generally reduced to 15% ond#nds paid on shares of a corpore
resident in Canada (such as the Company) to béalefiwners who are residents of the United Statéswever, if the beneficial owner it
resident of the United States and is a corporatibith owns at least 10% of the voting stock of @@mpany, the withholding tax rate
dividends is reduced to 5%.
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Capital Gains

A non+esident of Canada is subject to tax under the ilT fespect of a capital gain realized upon thealigjon of a share of a corporatiol
the shares are considered to be "taxable Canadapeny” of the holder within the meaning of theAl'nd no relief is afforded under
applicable tax treaty. For purposes of the ITAommon share of the Company will be taxable Camagraperty to a nomesident holder
more than 50% of the fair market value of the comrsleare during the 60 month period immediately gdewy the disposition of the comm
share, was derived directly or indirectly from realimmovable property situated in Canada, Canacdéaource properties or any option:
interests in such properties.

In the case of a noresident holder to whom shares of our common stepkesent taxable Canadian property and who iside®st in th
United States and not a former resident of Canadl&anadian taxes will be payable on a capital gedtized on such shares by reason ¢
Treaty unless the value of such shares is deriviedipally from real property situated in Canadahivi the meaning of the Treaty at the tim
the disposition.

Certain United States Federal Income Tax Consequeas

The following is a general discussion of certaisgble United States Federal income tax conseqgsenoder current law, generally applice
to a US Holder (as defined below) of our commorrehia This discussion does not address all potgntelevant Federal income tax matt
and does not address consequences peculiar tmpessbject to special provisions of Federal incéamxdlaw, such as those described belo
excluded from the definition of a US Holder. Ind&n, this discussion does not cover any staieall or foreign tax consequences |
“Certain Canadian Federal Income Tax Consequeraias/e).

The following discussion is based upon the sectminthe Internal Revenue Code of 1986, as amentied“Code”), Treasury Regulatior
published Internal Revenue Service (“IRSYlings, published administrative positions of thS and court decisions that are curre
applicable, any or all of which could be materiadlpd adversely changed, possibly on a retroactassp at any time. In addition, t
discussion does not consider the potential effdmith adverse and beneficial, of recently propdseislation which, if enacted, could
applied, possibly on a retroactive basis, at ameti The following discussion is for general infation only and it is not intended to be,
should it be construed to be, legal or tax advicarnty holder or prospective holder of common shard no opinion or representation v
respect to the United States Federal income tasemprences to any such holder or prospective hidderade. Accordingly, holders &
prospective holders of common shares are urgedrtsutt their own tax advisors about the Federatestocal, and foreign tax consequenct
purchasing, owning and disposing of common shares.

U.S. Holders

As used herein, a “U.S. Holdernieans a holder of common shares who is a citizandividual resident (as defined under United 3tdte
laws) of the United States; a corporation creategrganized in or under the laws of the United &tair of any political subdivision thereof;
estate the income of which is taxable in the UniBdtes irrespective of source; or a trust if (aoart within the United States is able
exercise primary supervision over the trastidministration and one or more United Statesopsrdiave the authority to control all of
substantial decisions or (b) the trust was in exis¢é on August 20, 1996 and has properly electetrtinue to be treated as a United S
person. This summary does not address the UniimtgsStax consequences to, and U.S. Holder doemclatle, persons subject to spec
provisions of federal income tax law, including gt limited to taxexempt organizations, qualified retirement planslividual retiremer
accounts and other tadeferred accounts, financial institutions, insugreompanies, real estate investment trusts, regllatvestmel
companies, broker-dealers, non-resident alien iddals, persons or entities that have a “functiauatency”other than the U.S. dollar, pers
who hold common shares as part of a straddle, hgdgr a conversion transaction, and persons whai@dheir common shares
compensation for services. This discussion istéithito U.S. Holders who own common shares as d¢agstets and who hold the comr
shares directly (e.g., not through an intermedemiity such as a corporation, partnership, limitelility company, or trust). This discuss
does not address the consequences to a personitgragrthe ownership, exercise or disposition ofyaoptions, warrants or other rights
acquire common shares.
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Distributions on Our Common Shares

Subiject to the discussion below regarding passixgdn investment companies (“PFICs”), the grossamh of any distribution (including non-
cash property) by us (including any Canadian taxésheld therefrom) with respect to common shamesegally should be included in the gr
income of a U.S. Holder as foreign source divideammbme to the extent such distribution is paid @uturrent or accumulated earnings
profits of ours, as determined under United St&esderal income tax principles. Distributions reeei by noneorporate U.S. Holders may
subject to United States Federal income tax atloaies than other types of ordinary income (gdhet®%) in taxable years beginning or
before December 31, 2010 if certain conditions ret. These conditions include the Company notdeiassified as a PFIC, it beiny
“qualified foreign corporation,” the U.S. Holdersatisfaction of a holding period requirement, HrelU.S. Holder not treating the distribut
as “investment incomefor purposes of the investment interest deductidest To the extent that the amount of any distidm exceeds o
current and accumulated earnings and profits faxable year, the distribution first will be tredtas a taxXree return of capital to the exten
the U.S. Holder's adjusted tax basis in our comsizgres and to the extent that such distributioeeds the Holdes  adjusted tax basis in «
common shares, will be taxed as capital gain.héndase of U.S. Holders that are corporations, diitlends generally will not be eligible -
the dividends received deduction.

If a U.S. Holder receives a dividend in Canadiatads, the amount of the dividend for United Stdtederal income tax purposes will be
U.S. dollar value of the dividend (determined a $ipot rate on the date of such payment) regardfestether the payment is later conve
into U.S. dollars. In such case, the U.S. Holday mecognize additional ordinary income or loss assult of currency fluctuations between
date on which the dividend is paid and the datalthielend amount is converted into U.S. dollars.

Disposition of Common Shares

Subiject to the discussion below regarding PBJ@ain or loss, if any, realized by a U.S. Holderthe sale or other disposition of our com
shares (including, without limitation, a compleeglemption of our common shares) generally will bisjexct to United States Federal incc
taxation as capital gain or loss in an amount etpu#tie difference between the U.S. Holdeatljusted tax basis in our common shares ar
amount realized on the disposition. Net capitahgaie., capital gain in excess of capital loss)ognized by a nogerporate U.S. Hold
(including an individual) upon a sale or other disiion of our common shares that have been heldnfire than one year will generally
subject to a maximum United States federal incaameate of 15% subject to the PFIC rules belowduR#ions for capital losses are subje:
certain limitations. If the U.S. Holder receivean@dian dollars on the sale or disposition, it Widlve a tax basis in such dollars equal t
U.S. dollar value. Generally, any gain or losdized on a subsequent disposition of the Canad@lard will be U.S. source ordinary inco
or loss.

U.S. “Anti-Deferral” Rules

Passive Foreign Investment CompahiKIC’) Regime. If we, or a non-U.S. entity directly or indirgcowned by us (“Related Entity"has
75% or more of its gross income as “passive” incoaref the average value during a taxable yeaows or the Related Entity’gpassivi
assets” generally, assets that generate passive incont)%sor more of the average value of all assets bylds or the Related Entity, tf
the United States PFIC rules may apply to U.S. Biald If we or a Related Entity is classified aBRIC, a U.S. Holder will be subject
increased tax liability in respect of gain recogueion the sale of his, her or its common sharegpon the receipt of certain distributions, un
such person makes a “qualified electing fund” étecto be taxed currently on iggo rata portion of our income and gain, whether or not
income or gain is distributed in the form of dividis or otherwise, and we provide certain annuaéstants which include the informat
necessary to determine inclusions and assure canggliwith the PFIC rules. As another alternativéhe foregoing rules, a U.S. Holder r
make a mark-tonarket election to include in income each year raénary income an amount equal to the increasealnevof its commc
shares for that year or to claim a deduction for @ecrease in value (but only to the extent of joey mark-tomarket gains). We or a rela
entity can give no assurance as to its statusPdd@ for the current or any future year. U.S. Heofdshould consult their own tax advisors
respect to the PFIC issue and its applicabilitth&r particular tax situation.

Controlled Foreign Corporation ReginfeCC’) . If a U.S. Holder (or person defined as a U.S. pessamder Section 7701(aX301 of the Ci
owns 10% or more of the total combined voting powafeall classes of our stock (, a “U. S. Sharehd)dand U.S. Shareholders own more 1
50% of the vote or value of our Company, we wouddab“controlled foreign corporation”This classification would result in many comg
consequences, including the required inclusion int@me by such U. S. Shareholders of their pra siares of “Subpart F incomef oul
Company (as defined by the Code) and our earnmgssted in “US property”as defined by the Code). In addition, under Sacti®48 of th
Code, gain from the sale or exchange of our comstames by a US person who is or was a U. S. Shdeghat any time during the five yt
period before the sale or exchange may be treateddinary income to the extent of earnings anditgrof ours attributable to the stock solc
exchanged. Itis not clear the CFC regime woulaato the U.S. Holders of our common shares, aralitside the scope of this discussion.
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Foreign Tax Credit

A U.S. Holder who pays (or has withheld from distitions) Canadian income tax with respect to us begntitled to either a deduction «
tax credit for such foreign tax paid or withheld,the option of the U.S. Holder. Generally, it Mbe more advantageous to claim a ci
because a credit reduces United States federanie¢ax on a dollar-for-dollar basis, while a deéucimerely reduces the taxpayerhcomi
subject to tax. This election is made on a yeaywyr basis and generally applies to all foreiges$gsaid by (or withheld from) the U.S. Hol
during that year.

There are significant and complex limitations whagply to the credit, among which is the generaltiition that the credit cannot exceed
proportionate share of the U.S. Holder’s Unitedt€ancome tax liability that the U.S. Holdeforeign source income bears to its worldy
taxable income. This limitation is designed toverg foreign tax credits from offsetting United t8& source income. In determining
limitation, the various items of income and dedmetimust be classified into foreign and domesticrsest Complex rules govern t
classification process.

In addition, this limitation is calculated sepahateith respect to specific “basketsf income such as passive income, high withholday
interest, financial services income, shipping inepm@nd certain other classifications of incomerekgm taxes assigned to a particular cla
income generally cannot offset United States taxnmome assigned to another class. Under the Awuerdobs Creation Act of 2004 (
“Act”), this basket limitation will be modified sigficantly after 2006.

Unused foreign tax credits can generally be carbiack one year and carried forward ten years. Hd@ders should consult their own
advisors concerning the ability to utilize foreigax credits, especially in light of the changes enby the Act.

Backup Withholding

Payment of dividends and sales proceeds that adle mihin the United States or through certain Wefated financial intermediaries gener
are subject to information reporting requiremert tmbackup withholding unless the US Holder (iqisorporation or other exempt recipier
(i) in the case of backup withholding, provides@rect taxpayer identification number and cersifthat no loss of exemption from bac
withholding has occurred

The amount of any backup withholding from a paynterd US Holder will be allowed as a credit agathstUS Federal income tax liability
the US Holder and may entitle the US Holder tofarr@, provided that the required information isnished to the IRS.

F. DIVIDENDS AND PAYING AGENTS

Not Applicable. This Form Z-F is being filed as an Annual Report filed under Exchange Act.
G. STATEMENT BY EXPERTS

Not Applicable. This Form :-F is being filed as an Annual Report filed undex Exchange Act.
H. DOCUMENTS ON DISPLAY

The documents and exhibits referred to in this AsdrRReport are available for inspection at the tegésl and management office at 1 k
Street West, Suite 1505, Toronto, Ontario M5H 1Atint normal business hours.

l. SUBSIDIARY INFORMATION

Not Applicable. This Form :-F is being filed as an Annual Report filed undex Exchange Act.
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ITEM 11 QUANTITATIVE AND QUALITATIVE DISCLOSU RE ABOUT MARKET RISK

The Company is exposed in varying degrees of rigksng from financial its instruments. The Compatoes not participate in the use
derivative financial instruments to mitigate theisks and has no designated hedging transactidres.Bbard approves and monitors the
management processes. The Boandfiain objectives for managing risks are to endigrgdity, the fulfilment of obligations and limétc
exposure to credit and market risks while ensugreater returns on any surplus funds. There werehaoges to the objectives or the pro
from the prior year. Cash and cash equivalentsnaardketable securities are the only financial inseats and are classified as level 1 finat
instruments in the fair value hierarchy.

Credit Risk and the Fair Value of Financial Assatd Financial Liabilities

Effective April 1, 2009, the Company adopted theoramendations of the Emerging Issues CommitteerAtisEIC -173, Credit Risk and tF
Fair Value of Financial Assets and Financial Lidigi$” which states that an entitybwn credit and the credit risk of the countenrpartould b
taken into account in determining the fair valudin&ncial assets and financial liabilities. Theseommendations were particularly applie
evaluating the fair values of the Company’s matietaecurities.

The types of risk exposure and the ways in whiathsxposures are managed are as follows:

Credit Risk

Concentration risks exist in cash and cash equitglieecause significant balances are maintainddami¢ financial institution and a broker
firm. The risk is mitigated because the financiadtitution is an international bank and the brogeréirm is a reputable Canadian broke
firm.

Liquidity Risk

The Company monitors its liquidity position reglyatio assess whether it has the funds necessdnjfitbplanned exploration commitments
its oil and gas properties or that viable optioresavailable to fund such commitments from new &gssuances or alternative sources sui
farm-out agreements. However, as an exploration compaiay early stage of development and without dicarit internally generated ci
flow, there are inherent liquidity risks, includirtige possibility that additional financing may rim# available to the Company, or that ac
exploration expenditures may exceed those planfeel.current uncertainty in global markets and ongditigations could have an impact
the Companys future ability to access capital on terms that azceptable to the Company. The Company has doetar able to raise t
required financing to meet its obligation on time.

Market Risk

Market risk represents the risk of loss that mapdnt our financial position, results of operatioos,cash flows due to adverse change
financial market prices, including interest ratkriforeign currency exchange rate risk, commaglitye risk, and other relevant market or p
risks. The Company does not use derivative findmtsaruments or derivative commodity instrumemtsttitigate this risk.

The oil and gas industry is exposed to a varietyisifs including the uncertainty of finding and ogering new economic reserves,
performance of hydrocarbon reservoirs, securingketarfor production, commodity prices, intereserfitictuations, potential damage tc
malfunction of equipment and changes to incomertayalty, environmental or other governmental regjohs.

Market events and conditions in recent years inolpdlisruptions in the international credit marketsd other financial systems and
deterioration of global economic conditions haveseal significant volatility to commodity prices. &8 conditions caused a loss of confid
in the broader U.S. and global credit and finanamdrkets. Notwithstanding various actions by gowegnts, concerns about the gen
condition of the capital markets, financial instemts, banks, investment banks, insurers and othandial institutions caused the broe
credit markets to further deteriorate and stockketarto decline substantially. These factors hagatively impacted company valuations
may impact the performance of the global econoniggyéorward. Although economic conditions improvesvards the latter portion of 20t
as anticipated, the recovery from the recessionbleas slow in various jurisdictions including inrBpe and the United States and has
impacted by various ongoing factors including seigm debt levels and high levels of unemploymenictvitontinue to impact commod
prices and to result in high volatility in the stamarket.
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The Company mitigates these risks by:

» utilizing competent, professional consultants ggpsut teams to company ste
« performing geophysical, geological or engineeringlgses of prospect
» focusing on a limited number of core propert

0] Commodity Price Ris

Commaodity price risk is the risk that the fair valar future cash flows will fluctuate as a resdlcbanges in commodity prices. Commo
prices for petroleum and natural gas are impacyeddsld economic events that dictate the levelsugply and demand.

The Company believes that movement in commoditgegrithat are reasonably possible over the nexwémslonth period will not have
significant impact on the Company.

Commodity Price Sensitivity

The following table summarizes the sensitivity lné fair value of the Comparg/tisk management position for the year ended Auglis201:
and 2010 to fluctuations in natural gas priceshwit other variables held constant. When asseshmgotential impact of these price chan
the Company believes that 10 percent volatilityaisesasonable measure. Fluctuations in natural gessppotentially could have resultec
unrealized gains (losses) impacting net incomeksis:

2011 2010
Increase 109 Decrease 109 Increase 109 Decrease 109
Revenue $ 78,965 $ 64,607 $ 115,91: $ 94,837
Net loss $ (745,379 $ (759,730 $ (678,17) $ (699,24¢)

(i) Currency Risk

The Company is exposed to the fluctuations in fpregxchange rates. The prices received by the Coyrfpa the production of natural gas
natural gas liquids are primarily determined inerefice to United States dollars but are settletl thi¢ Company in Canadian dollars.
Company'’s cash flow for commodity sales will theref be impacted by fluctuations in foreign excharages.

The Company operates in Canada and a portion ekfisnses are incurred in U.S. dollars. A signifiazhange in the currency exchange i
between the CDN dollar relative to US dollar cobiéve an effect on the Company’s results of oparatiinancial position or cash flows.

The Company is exposed to currency risk througHdhewing assets and liabilities denominated in ét#lars at August 31, 2011 and 2010:

Financial Instrument 2011 2010
Cash and cash equivalel $ 117,38. $ 5,04¢
Accounts receivabl 72,481 21,92¢
Due from related part - 1,24
Accounts payabl 656,40: 198,01!
Shareholder loar 2,790,00! -
Secured notes payable 1,035,001 1,135,001
Total US$ $ 467127 $ 1,361,23
CDN dollar equivalent at year efid $ 4570,37. $ 1,448,21

(1) Translated at the exchange rate in effect at Auglis2011 $0.9784 (August 31, 20- $1.0639)

For the year ended August 31, 2011 the CompanyaHadeign exchange gain of $164,800 due to thedhat®ns in the CDN dollar compai
to the US dollar. For the year ended August 31,1201% increase/decrease in the exchange ratérnsatesd to give rise to a change in net
and comprehensive loss of approximately $1,904. Company does not use derivative financial instnuisi¢o reduce its foreign excha
exposure.
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(i) Interest Rate Ris

Interest rate risk refers to the risk that the gatd a financial instrument or cash flows assodiatéth the instrument will fluctuate due
changes in market interest rates. The majorithefGompany’s debt is short-term in nature withdixates.

Based on management's knowledge and experiente dihancial markets, the Company believes thantbgements in interest rates that
reasonably possible over the next twelve monthoplesiill not have a significant impact on the Comypan

ITEM 12 DESCRIPTION OF SECURITIES OTHER THAN EQUITY SECURITIES
A. DEBT SECURITIES
Not applicable
B. WARRANTS AND RIGHTS
Not applicable
C. OTHER SECURITIES
Not Applicable.
D. AMERICAN DEPOSITORY SHARES
Not Applicable.
PART I
ITEM 13 DEFAULTS, DIVIDENDS ARREARAGES AND DE LINQUENCIES
Not applicable
ITEM 14 MATERIAL MODIFICATIONS TO THE RIGHTS OF SECURITY HO LDERS AND USE OF PROCEEDS
Not applicable
ITEM15 CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

Under the supervision and with the participationoaf senior management, including our chief exeeutfficer and chief financial office
James Cassina, we conducted an evaluation of fibetigéness of the design and operation of ourdasece controls and procedures, as def
in Rules 13a-15(e) and 15d-15(e) under the Seesrlixchange Act of 1934, as amended (the “Exch&wng®, as of the end of the peri
covered by this annual report (the “Evaluation DatBased on this evaluation, our chief executive effiand chief financial officer concluc
as of the Evaluation Date that our disclosure aimtand procedures were effective such that thernmdition relating to us, required to
disclosed in our Securities and Exchange Commisgi®8BC") reports (i) is recorded, processed, summarizedrapdrted within the tin
periods specified in SEC rules and forms, andigidccumulated and communicated to our managenmahiding our chief executive offic
and chief financial officer, as appropriate to ailtmely decisions regarding required disclosure.

Managemens Annual Report on Internal Control over Finan&aborting

Our management is responsible for establishing raathtaining adequate internal control over finahoiorting. Our internal control o\
financial reporting is a process designed to pevieasonable assurance regarding the reliabilifinahcial reporting and the preparatior
financial statements for external reporting purgdseaccordance with generally accepted accouptimgiples.
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Our internal control over financial reporting indks those policies and procedures that (i) petaithe maintenance of records that
reasonable detail, accurately and fairly refleahsactions and dispositions of assets; (ii) provetesonable assurances that transactior
recorded as necessary to permit preparation ofi¢iahstatements in accordance with generally aecegccounting principles and that rece
and expenditures are being made only in accordafitteauthorizations of management and the directdrthe Company; and (iii) provir
reasonable assurance regarding prevention or tideglction of unauthorized acquisition, use or aigion of the Company's assets that ¢
have a material effect on our financial statemdBés:ause of its inherent limitations, internal cohbver financial reporting may not preven
detect misstatements.

Management assessed the effectiveness of our ahteontrol over financial reporting as of August 2011 based on the framework establi:
in Internal Control-ntegrated Framework issued by the Committee ohSpong Organizations of the Treadway CommissioD$0). Base
on that assessment, management concluded thatAagyost 31, 2011, our internal control over finemiceporting was effective based on
criteria established in Internal Control—Integratgdmework.

Limitations on Effectiveness of Controls and Procedres

Our management, including our Chief Executive @fi(Principal Executive Officer) and Chief Finaric@fficer (Principal Financial Officer
does not expect that our disclosure controls andqatures or our internal controls will preventeatlors and all fraud. A control system,
matter how well conceived and operated, can prowidg reasonable, not absolute, assurance thaitfjeetives of the control system are «
Our control systems are designed to provide suasoreable assurance of achieving their objectivaeshér, the design of a control system r
reflect the fact that there are resource conssaint the benefits of controls must be considestdive to their costs. Because of the inhe
limitations in all control systems, no evaluatidncontrols can provide absolute assurance thatoaltrol issues and instances of fraud, if
within our Company have been detected. These inhdiraitations include, but are not limited to, thealities that judgments in decision-
making can be faulty and that breakdowns can obegause of simple error or mistake. Additionallgntrols can be circumvented by
individual acts of some persons, by collusion ob tar more people, or by management override ofctivdrol. The design of any systemr
controls also is based in part upon certain assomgptibout the likelihood of future events and ¢hesin be no assurance that any desigr
succeed in achieving its stated goals under abrit@l future conditions. Over time, controls macbme inadequate because of chang
conditions, or the degree of compliance with thécpes or procedures may deteriorate. Because @frtherent limitations in a cosffective
control system, misstatements due to error or fraaegl occur and not be detected.

Changes in Internal Control over Financial Reportin

There have been no changes in our internal cootret financial reporting that occurred during theader ended August 31, 2011 that t
materially affected or are reasonably likely to enetly affect our internal control over financigporting.

ITEM 16 [RESERVED]

A. AUDIT COMMITTEE FINANCIAL EXPERT

Our Board of Directors has determined that Mr. dfiltKlyman is an "audit committee financial expe#s, defined in Iltem 16A of Form 20-
and is independent. Milton Klyman is the Chairmdnttee Audit Committee. He is a sedfaployed financial consultant and has be

Chartered Accountant since 1952. Milton Klymarm ikife Member of the Institute of Chartered Accanit of Ontario, a Life member of
Canadian Institute of Mining Metallurgy and Petroteand a Fellow of the Institute of Chartered Seeies and Administrators.
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B. CODE OF ETHICS

We have adopted a written code of business corahudttethics (the "Code") for our directors, officared employees. The board encour
following the Code by making it widely available. ik distributed to directors in the DirecterManual and to officers, employees
consultants at the commencement of their employraenbnsultancy. The Code reminds those engagedririce to us that they are requ
to report perceived or actual violations of the |awlations of our policies, dangers to healtHegaand the environment, risks to our prope
and accounting or auditing irregularities to thaictof the Audit Committee who is an independemectior of ours. In addition, to requiri
directors, officers and employees to abide by tbdeC we encourage consultants, service providetsakhmparties who engage in business
us to contact the chair of the Audit Committee rdgay any perceived and all actual breaches bydirectors, officers and employees of
Code. The chair of our Audit Committee is respolesfbr investigating complaints, presenting compigito the applicable board committe
the board as a whole, and developing a plan famptly and fairly resolving complaints. Upon condtusof the investigation and resolutior
a complaint, the chair of our Audit Committee vatlvise the complainant of the corrective action sness that have been taken or advis
complainant that the complaint has not been subiatad. The Code prohibits retaliation by us, oirectors and management, age
complainants who raise concerns in good faith @ulires us to maintain the confidentiality of coaipants to the greatest extent pract
Complainants may also submit their concerns anomghgan writing. In addition to the Code, we hauwe Audit Committee Charter anc
Policy of Procedures for Disclosure Concerning Raial/Accounting Irregularities.

Since the beginning of our most recently compldieancial year, no material change reports haven fided that pertain to any conduct ¢
director or executive officer that constitutes aalture from the Code. The board encourages anmdqgies a culture of ethical business con
by appointing directors who demonstrate integritg digh ethical standards in their business desliagd personal affairs. Directors
required to abide by the Code and expected to medq@onsible and ethical decisions in dischargimgr ttuties, thereby setting an exampl
the standard to which management and employeeddshdbere. The board is required by the Board Mentta satisfy our CEO and otl
executive officers are acting with integrity andtfring a culture of integrity throughout the ComypaThe board is responsible for review
departures from the Code, reviewing and either idiog or denying waivers from the Code, and discdgsany waivers that are grantec
accordance with applicable law. In addition, tharoois responsible for responding to potential kondf interest situations, particularly w
respect to considering existing or proposed traimac and agreements in respect of which direatorsxecutive officers advise they hay
material interest. The Board Mandate requires directors and executive officers disclose any egeand the extent, no matter how sma
their interest in any transaction or agreement withand that directors excuse themselves from lixmdind deliberations and voting in respe:
transactions in which they have an interest. Byngkhese steps the board strives to ensure thettdrs exercise independent judgmr
unclouded by the relationships of the directors executive officers to each other and us, in cariid transactions and agreements in re:
of which directors and executive officers have iaterest. Our Code applies to our directors, officend employees, including our princ
executive officer, principal financial officer, pdipal accounting officer or persons performing iEmfunctions of the Company. There h
been no waivers of our Code granted to our prin@gacutive officer, principal financial officerfipcipal accounting officer or controller,
similar persons during the period covered by thisdal Report.

Upon written request to us at our registered andagament office attention: the President, we witvde by mail, to any person withe
charge a copy of our Code of Ethics.

C. PRINCIPAL ACCOUNTANT FEES AND SERVICES

It is the policy of the Audit Committee that alldiuand non-audit services are @pproved prior to engagement. Before the initiabbeacl
audit, the principal accountant submits a budg¢hefexpected range of expenditures to completfedhdit engagement (including Audit Fe
Audit-Related Fees and Tax Fees) to the Audit Cdtemifor approval. In the event that the principetountant exceeds these parameter
individual auditor is expected to communicate tonagement the reasons for the variances, so thatvar@nces can be ratified by the Al
Committee. As a result, 100% of expenditures withinscope of the noted budget are approved bxulkdé Committee.

During fiscal 2011 and 2010 there were no hourfopmed by any person other than the primary acanti# fulltime permanent employees.

Since the commencement of the Company's most flgaarpleted financial year, no recommendationsewaade by the Audit Committee
nominate or compensate an external auditor.

External Auditor Service Fees (By Category)
The aggregate fees billed or accrued for professitees rendered by Schwartz Levitsky Feldman dpartered Accountants for the ye

ended August 31, 2011 and August 31, 2010 arellasvi
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Fees Paid to Auditor in Yea- Fees Paid to Auditor in Yea-

ended ended
Nature of Services August 31, 2011 August 31, 2010
Audit Feest) $ 55,000 $ 37,00(
Audit-Related Fee@ Nil $ 4,90(
Tax Fee® Nil 7,50(
All Other Feeg? Nil Nil
TOTALS $ 55,00( $ 49,40(

Notes:

1. " Audit Fees" include fees necessary to perform the annualtard any quarterly reviews of the Company's fii@nstatemen
management discussion and analysis. This inclugles for the review of tax provisions and for actmgnconsultations on matts
reflected in the financial statements. This alsdudes audit or other attest services requiredéegyslation or regulation, such
comfort letters, consents, reviews of securitibsds and statutory audit

2. " Audit-Related Fee<" include fees for assurance and related servitagtsare reasonably related to the performanceeoftlidit o
review of the Company's financial statements aatlahe not included in "Audit Fees

3. " Tax Fees" include fees for all professional services reedeby the Company's auditors for tax compliance,advice and te
planning.

4. " All Other Fees" include all fees for products and services predithy the Company's auditors not included in "Akdies", "Audi-
Related Fees" and "Tax Fee

D. EXEMPTIONS FROM THE LISTING STANDARDS FOR AUDIT COMMITTEES
Not Applicable.
E. PURCHASES OF EQUITY SECURITIES BY THEISSUER AND AFFILIATED PURCHASERS
Not applicable
F. CHANGE IN REGISTRANT’S CERTIFYING ACCO UNTANT
Not Applicable.
G. CORPORATE GOVERNANCE
Not applicable
PART III
ITEM 17 FINANCIAL STATEMENTS
The following attached Consolidated Financial Steats are included in this Annual Report on ForaF2geginning on page F-1:

1. Audited Consolidated Financial Stateta®f Eagleford Energy Inc. for the years endedusti 31, 2011, 2010 and 2009, comprise
the following:

(a) Management Repo

(b) Independent Auditor's Report of Schwartz Letéeldman LLP, Chartered Accountants for the yeaded August 31, 2011,
2010 and 200¢

(c) Consolidated Balance Sheets as at August 31, 261 2@10;
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(d) Consolidated Statements of Operations and Compsaleehoss for the years ended August 31, 2011, 20002009
(e) Consolidated Statements of Cash Flows for the yaaded August 31, 2011, 2010 and 2(
(f) Consolidated Statements of Sharehol' Equity for the years ended August 31, 2011, 201D24109;
() Notes to Consolidated Financial Stateme
ITEM 18 FINANCIAL STATEMENTS
We have elected to provide financial statementsyant to Iltem 17.
ITEM 19 EXHIBITS
The following exhibits are included in the Annuagort on Form 20-F:

1.1* Certificate of Incorporation of Bonanza Redkedxplorations Inc. (presently known as Eaglefendrgy Inc.) dated
September 22, 197

1.2* Articles of Amendment dated January 14, 1

1.3* Articles of Amendment dated August 16, 2(

1.4* Bylaw No 1 of Bonanza Red Lake Explorations Ince§ently known as Eagleford Energy Ir

1.5% Special By-Law No 1 — Respecting the borrowirignoney and the issue of securities of Bonanzh[Rée Explorations Inc.

(presently known as Eagleford Energy Ir

1.6%** Articles of Amalgamation dated November 30, 2!

4.1* 2000 Stock Option Pla

4.2* Code of Business Conduct and Ett

4.3* Audit Committee Charte

4.4* Petroleum and Natural Gas Committee Chz

4.5* Compensation Committee Char

4.6* Purchase and Sale Agreement dated February 5,82008g Eugenic Corp., 1354166 Alberta Ltd., andeedors of
1354166 Alberta Ltd

4.7 ** Amended Audit Committee Chart

4. 8r*** Amended Stock Option Ple

4 QFrrkk Asset Purchase Agreement between Eagleford Enaogydnd Source FWork Program Inc., dated May 12, 20

4. 1 QxrxkR* Addendum dated June 10, 2010 to the AsBarchase Agreement between Eagleford Energydnd. Source Re-Work
Program Inc., dated May 12, 20

v/ N iialell Addendum 2 dated June 30, 2010 to thesdés Purchase Agreement between Eagleford Energyaind Source Re-Work
Program Inc., dated May 12, 20

4 1 2%kxk* Acquisition Agreement among Eagleford Engy Inc., Dyami Energy LLC and the Members of Dydfniergy LLC dated
August 10, 201!

4 1 rrrkdk Financial Advisory Services Agreement between HagieEnergy Inc. and GarWood Securities, LLC datede 10, 201
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V0 I ebeielelel Amended Stock Option Plan February 24, 2

4.15 Amendment dated December 31, 2010 to 6% Securadissory Note between Eagleford Energy Inc. and Bevark
Enterprises LLC
4.16 Consent of Sproule Associates Limit
8.1 Subsidiaries of Eagleford Energy It
12.1/12.2 Section 302 Certification of Chief Executive anddicial Officer
13.1/13.2 Section 906 Certification of Chief Executive anddficial Officer
* Previously filed by Registrant on April 29, 2009mst of Registration Statement on Form 20 F (SHENo. 0
53646)
*x Previously Filed by Registrant as part of Amendmihto Registration Statement on Form 20F/A on 14ly200!
(SEC File No. -53646)
*kk Previously Filed by Registrant on Fori-K on December 1, 20C
rkkk Previously filed by Registrant on Form 20F/A on kfad2, 201(
Fkkkk Previously filed by Registrant on Forr-K on September 16, 20:
Fkkkkk Previously Filed by Registrant on Form 20F on Fabrd1, 2011
Fkkkkdk Previously filed by Registrant on Forr-K on January 27, 201

The registrant hereby certifies that it meets fthe requirements for filing on Form 20-F and thdtas duly caused and authorized the
undersigned to sign this Annual Report on its biehal

EAGLEFORD ENERGY INC
By: /s/ James Cassit

Name: James Cassi
Title: President and Chief Executive Offic

Date: February 16, 2012
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INDEX TO FINANCIAL STATEMENTS

1. Audited Consolidated Financial Statetaerf Eagleford Energy Inc. for the years endedusa@1, 2011, 2010 ar
2009, comprised of the followin

(@) Management Repo F-2

(@) Independent Audit’s Report of Schwartz Levitsky Feldman LLP, Chadefecountants for the years enc F-3
August 31, 2011, 2010 and 20(

(b) Consolidated Balance Sheets as at August 31, 2€d 2@10; F-5

(c) Consolidated Statements of Operations and Compsehehoss and Deficit for the years ended Augus F-6
2011, 2010 and 200!

(d) Consolidated Statements of Cash Flows for the yeraaled August 31, 2011, 2010 and 2( F-7
(e) Consolidated Statements of Sharehol' Equity for the years ended August 31, 2011, 201D24009; F-8
(f)  Notes to Audited Consolidated Financial Stateme F-9-F-37
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JE{EACLEFORD

MANAGEMENT REPORT
To the Shareholders of Eagleford Energy Inc.:

Management is responsible for the preparation aegentation of the accompanying consolidated firgstatements, including responsibi
for significant accounting judgments and estimateaccordance with Canadian generally acceptedustity principles. This responsibil
includes selecting appropriate accounting prinsipged methods, and making decisions affecting teasmrement of transactions in wt
objective judgment is required.

In discharging its responsibilities for the intégrand fairness of the financial statements, mamage designs and maintains the nece:
accounting systems and related internal controlgrtwide reasonable assurance that transactionaudiherized, assets are safeguardec
financial records are properly maintained to previdliable information for the preparation of fic#l statements.

The Board of Directors is responsible for oversgeiranagement in the performance of its financipbréng responsibilities. The Board full
these responsibilities by reviewing the financidormation prepared by management and discussiegam matters with management
external auditors. The Board is also responsibledoommending the appointment of the Company’sres auditors.

Schwartz Levitsky Feldman llp, an independent fohChartered Accountants, is appointed by the $tdders to audit the financial statem
and report directly to the shareholders; their refiollows. The external auditors have full andefraccess to, and are available to 1
periodically and separately with, the Audit Comettof the Board and management to discuss theit findings. The Board of Directa
approved the consolidated financial statements.

/sl James Cassit /s/ Milton Klyman

James Cassina, Presid Milton Klyman, Director

December 22, 201
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Schwartz Levitsky Feldman lIp
CHARTERED ACCOUNTANTS
LICENSED PUBLIC ACCOUNTANTS

TORONTOe MONTREAL
INDEPENDENT AUDITORS’ REPORT

To the Shareholders of Eagleford Energy Inc.

We have audited the accompanying consolidated dinhstatements of Eagleford Energy Inc., which pdee the consolidated balance sh
as at August 31, 2011 and 2010 and the consoligatéements of operations, comprehensive lossekblters’equity and cash flows for ee
of the three years ended August 31, 2011, 201®806 and summary of significant accounting polieiad other explanatory information.

Management's Responsibility for the Consolidated Fiancial Statements

Management is responsible for the preparation airdpresentation of these consolidated financiateshents in accordance with Cana
generally accepted accounting principles, and tmwhsinternal control as management determines ¢éessary to enable the preparatio
consolidated financial statements that are fres fnoaterial misstatement, whether due to fraud mrer

Auditors’ Responsibility

Our responsibility is to express an opinion on ¢hesnsolidated financial statements based on oditsaiWwe conducted our audits
accordance with Canadian generally accepted agdstemdards and the standards of the Public Compaogunting Oversight Board (Unit
States). Those standards require that we comply etitical requirements and plan and perform thétstml obtain reasonable assurance ¢
whether the consolidated financial statementsraeffom material misstatement.

An audit involves performing procedures to obtaiditievidence about the amounts and disclosuréserconsolidated financial stateme
The procedures selected depend on the audjtotgiment, including the assessment of the riskshafferial misstatement of the consolidi
financial statements, whether due to fraud or erormaking those risk assessments, we considernial control relevant to the entit
preparation and fair presentatiorof the consolidated financial statements in ordedesign audit procedures that are appropriaténd
circumstances, but not for the purpose of exprgsaim opinion on the effectiveness of the entityternal control. An audit also include
evaluating the appropriateness of accounting mdicised and the reasonableness of accounting tgtimmade by management, as we
evaluating the overall presentation of the constdd financial statements.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a basrsolur audit opinion.

Opinion

In our opinion, the consolidated financial statetagpresent fairly, in all material respects, th@smidated financial position of Eaglef
Energy Inc. as at August 31, 2011 and 2010, anfihiteicial performance and its consolidated casWdlfor the years ended August 31, 2
2010 and 2009 in accordance with Canadian genaaatlgpted accounting principles.

Emphasis of Matter

Without qualifying our opinion, we draw your attemt to Note 1 in the consolidated financial statateewvhich indicates that the Comp.
incurred a net loss of $752,557 during the yeaednlugust 31, 2011 and, as of that date the Compamyrent liabilities exceeded its cun
assets by $4,870,621. These conditions, along ethlibr matters as set forth in Note 1 describesarmsathdicate the existence of a mat
uncertainty that may cast significant doubt abbat€ompany’s ability to continue as going concern.
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Toronto, Ontario , Canac
December 22, 201

2300 Yonge Street, Suite 15
Toronto, Ontario M4P 1E
Tel: 416 785 535

Fax: 416 785 566
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/sl SCHWARTZ LEVITSKY FELDMAN LLP

Chartered Accountar
Licensed Public Accountar




JE{EACLEFORD

Consolidated Balance Sheets
(Expressed in Canadian Dollars)

August 31, 2011 201C
Assets
Current
Cash and cash equivalel $ 165,26¢ $ 43,77¢
Marketable securities (Note 1 1
Accounts receivable (Note 127,54¢ 53,06(
Prepaid expenses and deposits (Note 44,28t -
Due from related party (Note 10) - 1,32t
337,09¢ 98,16
Qil and gas interests(Note 7)
Developec 243,00( 314,00(
Undeveloped 8,898,12 5,695,29
9,141,12 6,009,291
$ 947822 $ 6,107,/45
Liabilities
Current
Accounts payable and accrued liabilit $ 1,258,833 $ 488,74
Secured notes payable (Note 1,012,64. 186,18:
Shareholder loans (Note 1 2,936,23! 57,50(
Loan payable (Note 11) - 110,00(
5,207,71! 842,42
Long term
Secured notes payable (Note - 1,021,34.
Asset retirement obligations (Note 8) 50,20¢ 3,907
50,20¢ 1,025,25:
5,257,92 1,867,67!
Shareholders Equity
Share capital (Note ¢ 4,635,55! 3,817,18.
Warrants (Note 9 1,969,51 2,096,07!
Contributed surplus (Note ! 85,01¢ 43,75(
Deficit (2,469,79) (1,717,23)
4,220,29! 4,239,77
$ 947822 $ 6,107,/45

Going Concern (Note 1)

Related Party Transactions and Balances (Note10)
Commitments and Contingencies (Note 18)

Subsequent Events (Note 19)
On behalf of the Board:

/s/ James Cassina Director

/s/ Milton Klyman Director

The accompanying notes are an integral part oktheasolidated financial statements




JEACLEFORD

Consolidated Statements of Operations and Comprehsive Loss

(Expressed in Canadian Dollars)

For the years ended August 3 2011 201( 200¢
Oil and Gas Operations
Revenue $ 71,78¢ $ 105,37 $ 56,19¢
Operating Cost 67,61’ 102,59( 83,18"
Depletion 23,13¢ 38,37( 26,63¢
90,74’ 140,96( 109,82!
Loss from oil and gas operation: (18,96)) (35,58¢) (53,62¢)
Expenses
Management fees (Notel 56,25( 24,00( 18,00(
Office and generz 16,14: 2,47¢ 5,15(
Professional fee 210,63: 152,84 106,77(
Transfer and registrar cos 61,56( 45,20¢ 24,96¢
Head office service 113,82¢ 41,73¢ 16,12t
Write down of oil and gas interes 49,46¢ 54,63( 105,80!
Interest 265,88 5,75( -
Salaries and wage 44,06 - -
Marketing and public relatior 88,56¢ - -
Gain on foreign exchan¢ (164,80() - -
Consulting fee! - 326,51 -
741,59t 653,15: 276,81!
Operating loss for the year before under notet (760,55 (688,739 (330,44)
items
Gain on disposal of marketable securi 8,00( - -
Interest - 30 1,58(
Net loss and comprehensive lo¢ $ (752,55) $ (688,709 $  (328,86)
Loss per share, basic and dilutet $ (0.029) $ (0.02¢) $ (0.019)
Weighted average shares outstandin(Note 9) 31,927,22 24,687,13 17,646,29

The accompanying notes are an integral part oktheasolidated financial statements
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JGEACLEFORD

Consolidated Statements of Cash Flows
(Expressed in Canadian Dollars)

For the years ended August 31 2011 201( 200¢
Cash provided by (used in’
Operating activities
Net loss for the yee $ (752,55) $ (688,709 $ (328,86)
Adjustments for no-cash items
Depletion 23,13¢ 38,37( 26,63¢
Accretion of asset retirement obligatic 551 273 13C
Write-down of oil and gas interes 49,46¢ 54,63( 105,80!
Imputed interes 5,75( 5,75( -
Asset retirement obligatior 45,75( - -
Shares and warrants issued for services (Not 88,56¢ 326,51: -
Gain on disposal of marketable securi (8,000 - -
Unrealized foreign exchange g: (96,447 - -
Net change in nc-cash working capital (Note 2! 696,93 43,85¢ 23,95¢
53,15’ (219,320 (172,33)
Investing activities
Oil and gas interests, n (3,204,43) (26,597 (20,000)
Proceeds on disposal of marketable secul 8,00( - -
Acquisition of 1354166 Alberta Lt - - 90,49¢
Acquisition of Dyami Energy LL( - 5,36¢ -
(3,196,43) (21,229 80,49¢
Financing activities
Warrants exercise 594,47! 147,00( -
Shareholder loar 2,878,73 - -
Secured notes payable, | (98,440 - -
Repayment of loan payak (110,000 - -
Share issue costs on acquisition of Dyami Energ§ - (35,58)) -
Proceeds from private placements, - - 180,01
Repayment to note holders pursuant to acquisitidi864166 Alberta Ltd. - - (118,001)
3,264,77. 111,41¢ 62,01
Net increase (decrease) in cash for the ye 121,49( (129,129 (29,82
Cash and cash equivalents, beginning of ye: 43,77¢ 172,90! 202,72t
Cash and cash equivalents, end of yei $ 165,26¢ $ 43,77¢  $ 172,90!
Cash and cash equivalents consists ¢
Cash $ 165,26t $ 43,77¢  $ 72,39:
Guaranteed investment certificates - - 100,51
$ 165,26¢ $ 43,77¢  $ 172,90!

Supplemental Cash Flow Information and Non-casmdaetions (Note 20)

The accompanying notes are an integral part oktheasolidated financial statements
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S

Consolidated Statements of Shareholde’ Equity
(Expressed in Canadian Dollars’
For the years ended August 31, 2011, 2010 and 2(

(Note 9) (Note 9) (Note 9)
CONTRI-
SHARE CAPITAL WARRANTS BUTED
Number Amount Number Amount SURPLUS DEFICIT TOTAL
Balance August 31, 20( 10,471,73  $ 467,60 2,575,000 $ 100,87 $ 38,000 $ (699,66Y) $ (93,18¢)
Private placemer 2,600,001 67,60( 2,600,001 62,40( - - 130,00(
Private placemer 1,000,25! 26,00 1,000,25! 24,00¢ - - 50,01
Issuance of units on acquisition of
1354166 Alberta Ltd 8,910,56: 231,67! 8,910,56: 213,85 - - 445,52¢
Debt settlemer 1,250,001 32,50( 1,250,001 30,00( - - 62,50(
Net loss for the year - (328,86.) (328,86.)
Balance August 31, 20( 24,232,55 825,38t 16,335,82 431,13: 38,00( (1,028,52i) 265,99:
Warrants exercise 2,100,001 197,40( (2,100,001 (50,400 147,00(
Warrants issued for servic 500,00( 326,51 326,51
Issuance of units on acquisition
of Dyami Energy LLC 3,418,46' 2,829,97! 1,709,23: 1,388,83: 4,218,81:
Transaction cost (35,58)) (35,58))
Imputed interes 5,75( 5,75(
Net loss for the year (688,709 (688,709
Balance August 31, 201 29,751,02 3,817,18 16,445,05 2,096,07 43,75( (1,717,23) 4,239,77
Warrants exercise 3,710,341 722,57 (3,710,34) (128,09 594,47!
Units issued as compensati 100,00 95,80( 50,00( 37,05¢ 132,85:
Warrants cancelle (54,64 (35,519 35,51¢ -
Imputed interes 5,75( 5,75(
Net loss and comprehensive loss fc
the year (752,55) (752,55)
Balance August 31, 2011 33,561,37 $ 4,635,55! 12,730,06 $ 1,969,511 $ 85,01¢ $ (2,469,79) $ 4,220,29!

The accompanying notes are an integral part okthessolidated financial statements
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JE{EACLEFORD

Notes to Consolidated Financial Statement
(Expressed in Canadian Dollars
For the years ended August 31, 2011, 2010 and 2(

1. Nature of Operations and Going Concerr

Eagleford Energy Inc.’s (“Eagleford” or the “Compydh business focus consists of acquiring, exploring dedeloping oil and gas intere:
The recoverability of the amount shown for thesgpprties is dependent upon the existence of ecaradipnrecoverable reserves, the abilit
the Company to obtain the necessary financing toptete exploration and development, and futureifaiole production or proceeds fr
disposition of such property. In addition the Compédolds a 0.3% net smelter return royalty on 8ingrclaim blocks located in Red La
Ontario which is carried on the consolidated badestteets at nil. The Compasyommon shares trade on the NASD OTCBB undernytimbg|
EFRDF.

These consolidated financial statements have bespmaped on a going concern basis which contempthegealization of assets and
payment of liabilities in the ordinary course okiness.

The Company has accumulated significant lossesiagdtive cash flows from operations in recent yednigh raises doubt as to the validity
the going concern assumption. As at August 31, 281l Company had a working capital deficiency 4{8%0,621 and an accumulated de
of $2,469,792. Management of the Company does ane kufficient funds to meet its liabilities foetlensuing twelve months as they fall «
In assessing whether the going concern assumgiappropriate, management takes into account alladle information about the futu
which is at least, but not limited to, twelve manfrom the end of the reporting period. The Com{mapility to continue operations and fi
its liabilities is dependent on management's ghiititsecure additional financing and cash flow. Bgement is pursuing such additional sot
of financing and cash flow to fund its operatiomsl abbligations and while it has been successfuddimg so in the past, there can be
assurance it will be able to do so in the futur@ansigement is aware, in making its assessment, triaauncertainties related to event:
conditions that may cast significant doubt upon @mmpany's ability to continue as a going concéwctordingly, they do not give effect
adjustments that would be necessary should the @oynipe unable to continue as a going concern aréftire realize its assets and liqui
its liabilities and commitments in other than tleemal course of business and at amounts different those in the accompanying consolid
financial statements.

The Company plans to obtain additional financingaay of debt or the issuance of common shares mesather means to service its cur
working capital requirements, any additional orareteen obligations or to implement any future ofymities.

2. Significant Accounting Policies

These consolidated financial statements of Eaglefiave been prepared in accordance with generedigpaed accounting principles in Can
(“Canadian GAAP”).The preparation of these consolidated financiakstants in accordance with generally accepted atcauprinciples i
United States (“US GAAP”have resulted in differences to the consolidatddriz@® sheets and the consolidated statements dditapes an
comprehensive loss and consolidated statementhasélsolders’equity from the consolidated financial statementsppred using Canadi
GAAP (see Note 17).
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JEACLEFORD

Notes to Consolidated Financial Statement
(Expressed in Canadian Dollars
For the years ended August 31, 2011, 2010 and 2(

2. Significant Accounting Policies (cc'd)
Principles of Consolidation

On November 12, 2009, the Companyvholly owned subsidiary, 1406768 Ontario Inc. ged its name to Eagleford Energy Inc.
November 30, 2009 the Company amalgamated witheffagl Energy Inc. and continued operations as Eaglénergy Inc. The consolidal
financial statements include the accounts of Eagikfthe legal parent, together with its wholly @einsubsidiaries, 1354166 Alberta Ltd.
Alberta operating company, and Dyami Energy LLCTexas limited liability exploration stage companill inter-company accou
transactions have been eliminated on consolidation.

Oil and Gas Interests

The Company follows the successful efforts methécaaounting for its oil and gas interests. Untlds method, costs related to

acquisition, exploration, and development of oitl @as interests are capitalized. The Company saagean asset, exploratory well costs
the well found has sufficient quantity of resertegustify its completion as a producing well andie Company is making sufficient progt
assessing the reserves and the economic and opevébility of the project. If a property is notgaluctive or commercially viable, its costs
written off to operations. Impairment of non-prethg properties is assessed based on managemgra&ations of the properties.

Developed oil and gas reserv- Developed oil and gas reserves are reservesyofaagory that can be expected to be recovered:

0] Through existing wells with existing equipment amgerating methods or in which the cost of the negfiiequipment is relative
minor compared to the cost of a new well;
(i) Through installed extraction equipment and infradtire operational at the time of the reservesnedé if the extraction means is

not involving a well.

Undeveloped oil and gas reservet)ndeveloped oil and gas reserves are reservesyofategory that are expect to be recovered from
wells on undrilled acreage, or from existing wallsere a relatively major expenditure is requiredrécompletion.

0] Reserves on any undrilled acreage shall be lintiettiose directly offsetting development spacingparthat are reasonably certai
production when drilled, unless evidence usingal#é technology exists that establishes reasomaipiainty of economic producibili
at great distance

(i) Undrilled locations can be classified as havingausdoped reserves only if a development plan has laglopted indicating that tt
are schedules to be drilled within five years, aslthe specific circumstances justify a longer fiarel
(iii) Under no circumstances shall estimates for undpeelaeserves be attributable to any acreage fochwhan application of flui

injection or other improved recovery techniquedstemplated, unless such techniques have beendsadfective by actual projects
the same reservoir or an analogous reservoir, @thwr evidence using reliable technology estaivigsheasonable certaint
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JEACLEFORD

Notes to Consolidated Financial Statement
(Expressed in Canadian Dollars
For the years ended August 31, 2011, 2010 and 2(

2. Significant Accounting Policies (cc'd)

Depletion and Depreciation

Depletion of oil and gas properties and depreaiatibproduction equipment are calculated on thé efrproduction basis based on:

(a) total estimated proved reserves calculateddoraance with National Instrument 804, Standards of Disclosure for Oil and Gas Atési

(b) total capitalized costs, excluding undevelopstts and unproved costs, plus estimated futureldpment costs of proved undevelo
reserves; and

(c) relative volumes of oil and gas reserves amdipetion, before royalties, converted at the enemyivalent conversion ratio of six thous
cubic feet of natural gas to one barrel of oil.

Impairment of Long-Lived Assets

The carrying values of property and equipment argewed for impairment whenever events or circumsta indicate that the recover:
amount may be less than the carrying value. Therah@ation of when to recognize an impairment lassa longlived asset to be held
used is made when its carrying value exceeds tted tmdiscounted cash flows expected from its usé eventual disposition. Wh
impairment is indicated, the amount of the impamimess is determined as the excess of the carmnyéhge of the amount over its fair va
based on estimated discounted cash flows from udesposition.

Revenue Recognition

Revenues from the production of oil and gas progeit which the Company has an interest with jpittners, are recognize, on the bas
the Companys working interest in those properties (the entidat method), on receipt of a statement of accénam the operators of tl
properties.

Environmental and Site Restoration Costs

The Company recognizes an estimate of the liabéifgociated with an asset retirement obligatiorR@®) in the financial statements at
time the liability is incurred. The estimated famlue of the ARO is recorded as a lalegm liability with a corresponding increase in
carrying amount of the related asset. The capédlemount is depleted on a straijhe basis over the estimated life of the assee [fdbility
amount is increased each reporting period dueg@#ssage of time and the amount of accretion égatipns in the period. The ARO can i
increase or decrease due to changes in the essimfatiening of cash flows or changes in the origiestimated undiscounted cost. Actual ¢
incurred upon settlement of the ARO are chargethagthe ARO to the extent of the liability recodde
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JE{EACLEFORD

Notes to Consolidated Financial Statement
(Expressed in Canadian Dollars
For the years ended August 31, 2011, 2010 and 2(

2. Significant Accounting Policies (cc'd)
Foreign Currencies

The functional and reporting currency of the Companthe Canadian dollar. Monetary assets andliigsi are translated at exchange rate
effect at the balance sheet date. Noonetary assets are translated at exchange ragéfeat when they were acquired. Revenue and exg
are translated at the approximate average rateabia@ge for the year, except that amortizationaisdlated at the rates used to translate re
assets.

One of the Company’subsidiaries uses the US Dollar as the functionakncy. However, this subsidiary is considergdgrated to Eaglefo
Energy Incs operations since it relies on the Company to ftsxdperations. Hence translation gains and losk#ss subsidiary are chargec
the consolidated statement of operations.

Marketable Securities

At each financial reporting period, the Companyneates the fair value of investments which are fietetrading, based on quoted closing
prices at the consolidated balance sheet datéemldsing bid price on the last day the securégéd if there were no trades at the consolic
balance sheet dates and such valuations are egflacthe consolidated financial statements. Thaltiag values for unlisted securities whe
of public or private issuers, may not be reflectifehe proceeds that could be realized by the Gmyppon their disposition. The fair value
the securities at August 31, 2011 was $1 (2010 {skfe Note 6).

Financial Instruments

All financial instruments are measured at fair eatn initial recognition of the instrument. Measuent in subsequent periods depend

whether the financial instrument has been claskifie “held-for-trading”, “available-for-sale”, “hieto-maturity”, “loans and receivablesy
“other financial liabilities” as defined by the djmable accounting standards.

Cash and cash equivalents are designated as ‘tretdafling” and is measured at fair value, whicpragimates carrying value.

Marketable securities are designated as “heldrfotitg” and measured at fair value with unrealized gairtslagses recorded in net incc
until the security is sold or if an unrealized ldsgonsidered other than temporary, the unrealiass is expensed. Unrealized gains and I«
represent the net difference between the totab@eecosts of short term assets on hand and tleiualae based on quoted market prices fo
marketable securities.

Accounts receivable are designated as “loans areivable”and are carried at amortized cost. Accounts payetdeaccrued liabilities, secu
notes payable and shareholder loans are desigastedher financial liabilities” and are carriedaamhortized cost.

The CICA Handbook Section 3862 — “Financial Instamts — Disclosuretequires an entity to classify fair value measunesién accordant

with an established hierarchy that prioritizes itiguts in valuation techniques used to measurevidire. The levels and inputs which may
used to measure fair value are as follows:
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JE{EACLEFORD

Notes to Consolidated Financial Statement
(Expressed in Canadian Dollars
For the years ended August 31, 2011, 2010 and 2(

2.

Significant Accounting Policies (cc'd)

Financial Instruments (cont'd)

Level 1 — fair values are based on quoted pricegfive markets for identical assets or liabilities

Level 2 —fair values are based on inputs other than quoteggpthat are observable for the asset or ligbibither directly (as prices)
indirectly (derived from prices); or

Level 3 — applies to assets and liabilities fortgthat are not based on observable market daiahware unobservable inputs.

Cash Equivalents

Cash equivalents include trust accounts, and teposits with maturities of less than three months.

Estimates and Measurement Uncertainty

The preparation of the consolidated financial stegets in accordance with Canadian GAAP requiresag@ment to make estimates
assumptions that affect the values and presentafiassets, liabilities, revenues, expenses ardogisres of contingencies and commitme
Such estimates primarily relate to unsettled treisas and events at the balance sheet date whectbased on information available
management at each financial statement date. Aasgalts may differ from those estimated.

Areas where management is required to make signifiestimates are as follows:

Depletion and impairment of Oil and Gas Interests @etermined using estimates for resource researgs the impairme
assessment of Oil and Gas Interests requires fudleumptions for future commodity prices, royalti@perating cos
development costs, abandonment costs, and thedfaie of unproven properties, all of which are irmly uncertain. To mitiga
the risk that inappropriate assumptions are ussinates are evaluated by independent reserveatuadt

The provision for asset retirement obligations mrpimanagement to estimate the timing and amoluoash flows required
retire its Oil and Gas Interes

The Company uses the Bl-Scholes option pricing model to determine the faitue of stock options and common sl
purchase warrants granted. This model requires gemant to estimate the volatility of the Companfuture share pric
expected lives of stock options and warrants ahgddéudividend yields

The recognition of future income tax assets reguinegment as to whether future taxable income éllsufficient to realize tl
benefit of these tax asse

By their nature, these estimates are subject tasuanement uncertainty and the effect of changesich gstimates on the consolidated finar
statements for current and future periods couldigeificant.

F- 13




JE{EACLEFORD

Notes to Consolidated Financial Statement
(Expressed in Canadian Dollars
For the years ended August 31, 2011, 2010 and 2(

Income Taxes

The Company follows the liability method of accangtfor income taxes. Under this method, futureoine tax assets and liabilities
determined based on temporary differences betwiaandial reporting and tax bases of assets anditie®, as well as for the benefit of los
available to be carried forward to future yearstéor purposes. Future income tax assets and tiabilire measured using substantively en
tax rates and laws that will be in effect when dlifferences are expected to reverse. Future indamassets are recognized in the fina
statements if realization is considered more likblgn not. A valuation allowance against future aasets is provided to the extent tha
realization of these future tax assets is not nikedy than not.

Non-Monetary Transactions

Transactions in which shares or other mash consideration are exchanged for assets dcegr@re measured at the fair value of the ass
services involved in accordance with Section 383lof-monetary Transactions™f the Canadian Institute of Chartered Accoun
Handbook (“CICA Handbook”).

Stock-Based Compensation

The Company follows a fair value based method obanting for all Stock-based Compensation and C#tteckbased Payments to employ
and nonemployees. The fair value of all share purchaseéopgtis expensed over their vesting period withoaresponding increase
contributed surplus. Upon exercise of share puelgsions, the consideration paid by the optiordégltogether with the amount previot
recognized in contributed surplus, is recordedragarease to share capital. The Company uses ldek-Bcholes option valuation model
calculate the fair value of share purchase optatrike date of grant.

The quoted market price of the Companghares on the date of issuance under any stocgersation plan is considered as fair value ¢
shares issued.

Loss Per Share

Basic loss per share is calculated by dividing loss (the numerator) by the weighted average numbeommon shares outstanding
denominator) during the period. Diluted loss pearshreflects the dilution that would occuroifitstanding stock options and share purc
warrants were exercised or converted into commaineshusing the treasury stock method and are atécliby dividing net loss applicable
common shares by the sum of the weighted averagdweuof common shares outstanding and all additiom@mon shares that would hi
been outstanding if potentially dilutive commoni®sahad been issued.

The inclusion of the Company’s stock options andrstpurchase warrants in the computation of dilldsd per share would have an anti-

dilutive effect on loss per share and are thereéx@uded from the computation. Consequently, themo difference between basic loss
share and diluted loss per share.
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JEACLEFORD

Notes to Consolidated Financial Statement
(Expressed in Canadian Dollars
For the years ended August 31, 2011, 2010 and 2(

2. Significant Accounting Policies (cc'd)
Warrants

When the Company issues Units under a private planecomprising common shares and warrants, thep@oynfollows the relative fair val
method of accounting for warrants attached to asddd with common shares of the Company. Undemibifod, the fair value of warra
issued is estimated using a Blaskholes option price model. The fair value is thelated to the total of the net proceeds receivedssuanc
of the Common shares and the fair value of the amsrissued therewith. The resultant relative alue is allocated to warrants from the
proceeds and the balance of the net proceed®tsatdid to the Common shares issued.

3. Change in Accounting Policies and Future Accounting®ronouncements
Change in Accounting Policies
Business Combinations

In January 2009, the CICA issued Section 1582, liilzes Combinations”, Section 1601, “Consolidatigm@sid Section 1602, “No@Gontrolling
Interests”. These sections replace the former @edtb81, “Business Combinations”, and Section 160@nsolidated Financial Statements”
and establish a new section for accounting forracantrolling interest in a subsidiary.

Sections 1582 and 1602 will require net assets;aooitrolling interests and goodwill acquired in asimgss combination to be recorded at
value and norcontrolling interests will be reported as a compdnef equity. In addition, the definition of a bnoess is expanded anc
described as an integrated set of activities asdtaghat are capable of being managed to provigéuen to investors or economic benefit
owners. Acquisition costs are not part of the adeisition and are to be expensed when incurredioBet601 establishes standards for
preparation of consolidated financial statement& dGompany will adopt these standards concurrevitly IFRS.

Future Accounting Pronouncements
Adoption of International Financial Accounting Stands (“IFRS”)

Public companies in Canada were required to addp§lIfor the years beginning on or after JanuaB011. For the company, the adoption
is September 1, 2011

Consequently, effective September 1, 2011, the Gom@mdopted IFRS as the basis for preparing itsalafated financial statements.. -
company will prepare its consolidated financiatestaents for the first quarter ending November 31,12in accordance with IFRS, which \
include comparative data for the prior year alsgppred in accordance with IFRS as well as an ogeiRS balance sheet at Septemb
2010

The initial phase of implementation included cortaepapplication of the new rules, analysis of @@mpanys accounting data and assessi
of key areas that may be impacted and a considerati the exemptions allowed under IFRS1, finste adoption of IFRS. In this pha
Property, Plant and Equipment, Exploration and &atbn Assets, Impairment Testing and Asset Retrgrdbligations were identified as |
areas.
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JE{EACLEFORD

Notes to Consolidated Financial Statement
(Expressed in Canadian Dollars
For the years ended August 31, 2011, 2010 and 2(

4, Business Acquisitions

2010 Acquisition

On August 31, 2010, Eagleford acquired 100% thgeidsand outstanding membership interests of Dyarairdy LLC, a Texas limited liabili
company (“Dyami Energy”T.he purchase price was satisfied by (i) the isseai3,418,467 units of the Company. Each unibisgrised c
one common share and ohal a purchase warrant. Each full warrant is eisalile into one additional common share at US$pe0share ¢
or before August 31, 2014 (the “Units"gnd (ii) the assumption of US$960,000 of Dyami Byedebt by way of a secured promiss
note. The note bears interest at 6% per annusedsred by the Murphy and Matthews leases andyiabta on the earlier of December
2011 or upon the Company closing a financing desef financings in excess of US$4,500,000.

The members of Dyami Energy entered into lock ugfs agreements on closing and placed into escfi &f the Units (1,709,234 comnr
shares and 854,617 purchase warrants) until suok that Company receives a National Instrumentl@ll-compliant report from |
independent engineering firm indicating at leasd,000 barrels of oil equivalent of proven resereaseither the Murphy Lease or
formation below the San Miguel on the Matthews leeéthe “Report”).In the event the Report is not received by Dyamergy within twc
years of the closing date of the acquisition, ther@w units are returned to the Company for caatefi. In addition, without Eaglefc’s priol
written consent, the members may not offer, selhtiact to sell, grant any option to purchase, tiypcate, pledge, transfer title to or othen
dispose of any of the Units during the period comangy on August 31, 2010 and ending on August 81,12the “Lock-Up Period”)During
the Lock-Up Period, the members may not effectgrea to effect any short sale or certain relatadsiactions with respect to the Eagleferd’
common shares.

All US monetary considerations were exchanged attte of acquisition using the Bank of Canada rrataof $1.0639. Eagleford accour
for the transaction using the purchase method @@atting and as a result, the share capital arididef Dyami Energy are eliminated.

The fair value of the Dyami Energy transaction wpproximately $4,218,812 (US$3,965,422) paid thhoilg issuance of 3,418,467 Eagle
Units and the assumption and issuance of a $1,82%|3S$960,000) secured promissory note. The psaecpéce allocation to the fair valt
of the assets and liabilities of Dyami Energy aceglias at August 31, 2010 was as follows:

Consideration

Issuance of 3,418,467 Eagleford units $ 4,218,81.
Total consideratiol $ 4,218,81
Allocated to:
Cash 5,36¢
Accounts receivabl 11,37
Drilling advances 7,26¢
Prepaid expenst¢ 16,06(
Oil and gas interes 5,472,46.
Accounts payable and accrued liabilit (272,379
Note payable (1,021,34)
Net assets acquire $ 4,218,811
Incurred transaction cost
Financial advisory, legal and other expenses $ 35,58
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JE{EACLEFORD

Notes to Consolidated Financial Statement
(Expressed in Canadian Dollars
For the years ended August 31, 2011, 2010 and 2(

4, Business Combinations (cc¢ d)

2009 Acquisition

On February 27, 2009, Eagleford acquired the issungdoutstanding shares of 1354166 Alberta Ltd3%41166 Alberta”for total consideratic
of $445,528 satisfied by the issuance of 8,910&6its of the Company at $0.05 per unit. Each waitsists of one common share and
common share purchase warrant exercisable at $® fifrchase one common share until February 274.201

Following the closing, the Company paid to notedeos of 1354166 Alberta the amount of $118,000 dshgpayment. The acquisition \
accounted for using the purchase method of acaoymthere the Company is identified as the acquirke purchase price allocation to the
values of the assets and liabilities acquired &ehtuary 27, 2009 was as follows:

Consideration

Issuance of 8,910,564 Eagleford units at $0.05upé:I $ 445,52¢

Transaction cost 10,00(
Total consideration $ 455,52

Allocated to:

Oil and gas interes 538,99!

Notes payable and working capital def (79,969

Asset retirement obligation (3,509
Net assets acquire $ 455,521

Incurred transaction cost

Financial advisory, legal and other expenses $ 10,00(
5. Accounts Receivable

The Company’s accounts receivable balances at AgJy£011 and 2010 are as follows:

August 31, August
2011 31, 201C
Trade receivable $ 11,73¢  $ 55,79’
HST receivable 43,27¢ 23,93t
Other receivable® 72,53: 23,32¢
Allowance for doubtful accoun - -
Balance $ 127,54t $ 53,06(
(1) Included in other receivables are amounts due fobnt interest partner:
6. Marketable Securities
August 31 August 31
2011 201(
Investments in quoted compan
(Fair value $1 (2010 - $1) $ 1 % 1

The Company holds securities of entities whoseeshare listed on an exchange for trading. Accagiginin prior years, management
written down the investments to a nominal valu&bfDuring the year, the Company sold one of ievjmusly written down securities for gr
proceeds of $8,000 (see Note 2).
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Notes to Consolidated Financial Statement
(Expressed in Canadian Dollars
For the years ended August 31, 2011, 2010 and 2(

7. Oil and Gas Interests
August 31, August 31,
2011 2010
Developec— Canade
Net book value ¢ $ 314,000 $ 407,00(
Change in asset retirement obligations estir 1,60( -
Depletion (23,13¢) (38,370
Impairment (49,46 (54,630
Total developed, Alberta Cana 243,00( 314,00(
Undevelopec USA
Acquisition of a 10% interest in the Matthews Le 212,78 212,78
Acquisition of oil and gas interests (Dyami Ener 5,472,46. 5,472,46.
Exploration expenditure 10,04¢ 10,04¢
Net book value & 5,695,291 5,695,291
Exploration expenditure 3,158,68! -
Asset retirement obligatic 44,15( -
Total undeveloped, Texas, U¢S 8,898,12 5,695,29
Total developed and undeveloped $ 9,141,120 $ 6,009,291

Developed -Canada

The Company has a 5.1975% interest in a producatgral gas unit located in the Botha area of Albe@anada. In addition the Comp
holds a 0.5% non convertible gross overriding ryyal a natural gas well located in the Haynes areAlberta to which no reserves w
assigned.

The Company performed an impairment test calculaip August 31, 2011 and 2010 using forecast prces costs to assess the pote
impairment of its developed oil and gas interestafed in Canada. The oil and gas future pricedased on the commodity price forecas
the Company’s independent reserve evaluators. uau31, 2011 the Company recorded an impairmedt9464 (2010 - $54,630).

Undeveloped — USA

The undeveloped properties have been excluded frendepletion base and have been assessed sepévatehpairment. No impairme
allowance has been made during the year ended A®Jys2011 or 2010, based on managensehést estimate of the fair value of
properties. Due to subjectivity related to their falue assessments, by their nature such assetsare subject to measurement uncertainty.

Mathews Lease, Zavala County, Texas, USA

On June 14, 2010, Eagleford acquired a 10% workiteyest before payout and a 7.5% working inteaéi&tlr payout of production revenue
$15 million in a mineral lease comprising approxieia2,629 gross acres of land in Zavala Countyador consideration of $212,780.
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Notes to Consolidated Financial Statement
(Expressed in Canadian Dollars
For the years ended August 31, 2011, 2010 and 2(

7. Oil and Gas Interests (ccd)

On August 31, 2010 the Company acquired all ofifiseed and outstanding membership interests of D¥amargy, an exploration sts
company. Dyami Energy holds a 75% working intefeefiore payout and a 61.50% working interest gfyout of production revenue
$12.5 million in the Matthews Lease, subject to 8&n Miguel formation farmout agreement noted beldhe royalties payable under
Matthews Lease are 25%.

Dyami Energy acquired its interest in the Matthéwase through a Purchase and Sale Agreement dalbeddfy 8, 2010 and amended Octi
15, 2010 (the “Agreement”). Under the terms of Aggeement, Dyami Energy had the following commitisen

(&) On or before August 23, 2010 Dyami Energy shall cence operations to drill an Initial Test Well oratthews Lease to a depth of
less than 3,000 feet below the surface or to tlse b&the San Migu¢'D” formation;

(b) On or before July 8, 2011, Dyami Energy shall comeoeeoperations to perform an injection operationyse of steam, nitrogen or ott
in the San Miguel formation on the Initial Test W&l any other well located on the Matthews Leaset

(c) On or before January 1, 2011, Dyami Energy shaiiroence a horizontal well to test the Eagle Fordesf@mation with a projecte
lateral length of not less than 2,500 feet “Second Test W¢”).

Dyami Energys 15% working interest partner has an obligatiopadicipate in each of the operations providedrigi@), (b) and (c) above a
if the partner fails to bear its share of the caftsuch operations, the partner shall forfeitriterest in and to the well and the applicable sy
unit.

In August 2010, Dyami Energy commenced operatiordritl its Matthews/Dyami #H well to a measured depth of 8,563 feet includB§0(
horizontal feet into the Eagle Ford shale formatma accordingly Dyami Energy satisfied (a) andaepve. The well has been logged
cored and the Company is formulating a detailed éi@sign and completion plan.

In order to satisfy (b) above on March 29, 2011Genpany spud the Matthews/Dyami #3 well and diitie a vertical depth of approximat
3,500 feet to the base of the San Miguel formafidre Company completed a nitrified acid injectigreration and the well has been place
production testing.

On March 31, 2011 the Company entered into a Fargteement (the “Farmoutfyom surface to the base of the San Miguel fornmagtbe
“San Miguel”) on the Matthews Lease. Under the Farmout, the farmay spend up to US$1,050,000 on exploration aveldpment of tt
San Miguel to earn a maximum of 42.50% working ries¢ (31.875% net revenue interest). Under thederhithe Farmout, the farmee n
earn an initial 25% of the Compamyworking interest in the San Miguel by paying 106#4he costs to drill, complete, equip and perfar
injection operation on a vertical test well to gtteof approximately 3,500 feet (the “Initial Tastell”). After the performance of the Init
Test Well, the farmee may increase its working rege to 50% of the Comparsy'working interest by spending the entire $1,050,6€
additional operations on the San Miguel in a gaaithfeffort to produce hydrocarbons. During theryeeded August 31, 2011, the Comg
incurred $744,837 in costs related to the MatthBwami #3 well and $71,871 is included in accoumtseivable. As of August 31, 2011
Company had not assigned any interest to the famimibee San Miguel formation.
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7. Oil and Gas Interests (ccd)
Dyami Energy is the designated operator under tbeigions of the Matthews Lease Operating Agreement

The Matthews Oil and Gas Lease has a primary tdrthree years commencing April 12, 2008 and is rmming held under a continuc
drilling program provision which requires a welllte drilled every 180 days. Upon cessation of ynakllling, rights for further drilling expir
on all acreage not included in a production unitcltshall be re-assigned (see Note 19).

Murphy Lease, Zavala County, Texas, USA

Dyami Energy holds a 100% working interest in a enith lease comprising approximately 2,637 acrekmd in Zavala County, Texas (
“Murphy Lease”)subject to a 10% carried interest on the drillimgts from surface to base of the Austin Chalk faioma and a 3% carrit
interest on the drilling costs from the top of thegle Ford shale formation to basement on thewiedt drilled into a serpentine plug and for
first well drilled into a second serpentine plufdiscovered. Thereafter Dyami Energyworking interests range from 90% to 97%.
royalties payable under the Murphy Lease are 25%.

Dyami Energy acquired its interest in the Murphyate through an Assignment Agreement dated effedtiebruary 3, 2010 (tl
“Assignment”). The Murphy Oil and Gas Mineral Leag¥lineral Lease Agreementlhas a primary term of three years commencin
February 2, 2010. Under the terms of the Assignraedtthe Mineral Lease Agreement, Dyami Energy dadmmitment to spud a well ti
depth to sufficiently test the Eagle Ford Shalerfation by August 3, 2010 or pay a lease delay paymwieUS $25 per acre totaling US$65,
in the aggregate (paid July 28, 2010) to extendhréod to commence drilling for 180 days to Jagugd, 2011. On January 20, 2011, Dy
Energy spud its Murphy/Dyami #1 test well and ddlito a vertical depth of approximately 4,588 faatl accordingly satisfied thit
commitment.

Dyami Energy is required to drill a well every snonths in order to maintain the Murphy Lease. Upessation of timely drilling, rights f
further drilling expire on all acreage not includadh production unit which shall be re-assignesk(Slote 19).

On July 30, 2011 Dyami Energy spud its secondvteditthe Murphy/Dyami #2 and drilled to a vertia#pth of approximately 4,415 feet. -
Company is formulating completion programs for herphy/Dyami #1 and Murphy/Dyami #2 wells.
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8. Asset Retirement Obligations

The Companys asset retirement obligations result from net aghip interests in oil and natural gas assets dicty well sites, gatherir
systems and processing facilities. The Companynestis the total undiscounted amount of cash flegsired to settle its asset retiren
obligations at August 31, 2011 was approximatel@25274 which will be incurred between 2022 and 23110 - $8,568). A credasjuste:
risk-free rate of 7% and an annual inflation r&t8.8% were used to calculate the future asseeratint obligation.

2011 201(
Balance, beginning of ye $ 3907 $ 3,63¢
Additions 44,15( -
Accretion expens 551 27¢
Change in estimate 1,60( -
$ 50,20¢ $ 3,90i
9. Share Capital and Contributed Surplus
Authorized:
Unlimited number of common shares
Unlimited non-participating, non-dividend payingting redeemable preference shares
Issued:
Common Share Number Amount
Balance at August 31, 20t 10,471,73 $ 467,60«
February 5, 2009 private placement (not 2,600,00! 67,60(
February 25, 2009 private placement (not 1,000,25! 26,00
February 27, 2009 acquisition (note 8,910,56- 231,67¢
February 27, 2009 debt settlement (note d) 1,250,001 32,50(
Balance at August 31, 20l 24,232,55 825,38t
Exercise of warrants (note 2,100,00! 197,40(
August 31, 2010 acquisition, net of transactiorntfsote f) 3,418,46 2,794,39:
Balance August 31, 201 29,751,02 3,817,18.
Exercise of warrants (note 3,710,341 722,57.
Issued as compensation (not 100,00( 95,80(
Balance August 31, 2011 33,561,37 $ 4,635,550
(@) On February 5, 2009, the Company detaeg a norbrokered private placement of 2,600,000 units ptihase price of $0.05 |

unit for gross proceeds of $130,000. Each unit eamprised of one common share and one common phachase warrant. Each warrar
exercisable until February 5, 2014, to purchaseconmemon share at a purchase price of $0.07 pee shhe amount allocated to warrants b,
on relative fair value using Black Scholes mode$#&2,400.

(b) On February 25, 2009, the Companypmetad a norbrokered private placement of 1,000,256 units pir@hase price of $0.05 |
unit for gross proceeds of approximately $50,01&ctE unit was comprised of one common share and comemon share purche
warrant. Each warrant is exercisable until Felyr24r, 2014 to purchase one common share at a mpegrace of $0.07 per share. The am
allocated to warrants based on relative fair vaisiag Black Scholes model was $24,006.
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9. Share Capital and Contributed Surplus ('d)

(c) On February 27, 2009, the Company meduhe issued and outstanding shares of 13541i6&rt& for total consideration of $445,!
satisfied by the issuance of 8,910,564 units ofGbenpany at $0.05 per unit. Each unit consistesng common share and one common ¢
purchase warrant exercisable at $0.07 to purchasecommon share until February 27, 2014. The amaliotated to warrants based
relative fair value using Black Scholes model wa$3853.

(d) On February 27, 2009, the Companyredteto an agreement with a noglated party, to settle debt in the amount of $8@,throug
the issuance of a total of 1,250,000 units at arbated value of $0.05 per unit. Each unit wasipdsed of one common share and
common share purchase warrant. Each warrant icie&ble until February 27, 2014 to purchase ormarncon share at a purchase pric
$0.07 per share. The amount allocated to warragedon relative fair value using Black Scholes ehads $30,000.

(e) During the year ended August 31, 2A1000,000 warrants were exercised at $0.07 expkebruary 5, 2014 for proceeds of $77
and 1,000,000 warrants were exercised at $0.0%ieggdtrebruary 27, 2014 for proceeds of $70,000. deunt allocated to warrants base
relative fair value using Black Scholes model wa8,400.

® On August 31, 2010, the Company acgpliall of the issued and outstanding membershigrésts of Dyami Energy and iss
3,418,467 units of the Company. Each unit consistsne common share and one half a common shaohgse warrant. Each full warran
exercisable at US$1.00 to purchase one common shéifeAugust 31, 2014. The fair value of the aisifion was estimated to be $4,218,¢
Transaction costs of $35,581 were recorded aswuctied to share capital. The amount allocated toaves based on relative fair value ut
Black Scholes model was $1,388,833.

(9) Effective June 10, 2010, the Compaetained Gar Wood Securities, LLC (“Gar Woodt) act as Investment Banker/Finan
Advisor to the Company for a period of two yearader the terms of the Gar Wood engagement, the @oynagreed to pay a fee of 6% of
gross proceeds raised and issue 1,500,000 comnaog ghrchase warrants (the “Warrants”) as follows:

1,000,000 Warrants are exercisable at US$1.00 tohpse 1,000,000 common shares expiring on Decefithe?011 and issuable in th
equal tranches on June 10, 2010, December 10, 20dJune 10, 2011; and 500,000 Warrants are eabheiat US$1.50 to purchase 500,
common shares expiring on June 10, 2012 and issualthree equal tranches on June 10, 2010, Deaehihe?2010 and June 10, 2011. "
amount allocated to warrants based on relativevidine using the Black Scholes model was $214,3it2$.12,139 respectively and the tc
$326,511 was recorded as compensation expense.

On November 5, 2010, the Company terminated theemgent dated June 10, 2010 with Gar Wood. As dtrg81430 warrants exercisable
$1.00 expiring December 10, 2011 were cancelled1ahd15 warrants were exercisable at $1.50 expitimge 10, 2012 were cancelled.
amount allocated to warrants based on relativevidine using the Black Scholes model was $23,316%12,204 respectively and the tc
$35,519 was recorded as an increase to contritsuigdus.
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9. Share Capital and Contributed Surplus ('d)

(h) During the year ended August 3112 500,000 common share purchase warrants wereieed at $0.07 expiring Februan
2014 for proceeds of $35,000. The amount allocttedarrants based on relative fair value using Blleck Scholes model was $12,0
600,000 common share purchase warrants were ex@ératsp0.07 expiring February 25, 2014 for proce#d®2,000. The amount allocatet
warrants based on relative fair value using theBl&choles model was $14,400; 35,346 common shaeh@se warrants were exercise
$0.07 expiring February 27, 2014 for proceeds o4%2. The amount allocated to warrants based aivelfair value using the Black Schc
model was $822; and 2,575,000 common share puretasants were exercised at $0.20 expiring April2@11 for proceeds of $515,000. °
amount allocated to warrants based on relativevidire using the Black Scholes model was $100,875.

0] On April 29, 2011, the Company entkneto a consulting agreement with a service prewtd provide corporate marketing and pt
relations to the Company for a period of six months compensation, the Company agreed to issueDQ00;ommon shares and 50,
common share purchase warrants exercisable at |25 $&r common share expiring May 4, 2012. The arnallocated to common shares
based on the share price at the time of issuameeymting to $95,800 and $37,054 for the warrangetan the estimated fair value using
Black Scholes pricing model. $88,569 was recordenharketing and public relations expense and $54&8 recorded as prepaid expens
August 31, 2011.

The following table summarizes the changes in wasrfor the years then ended:

2011 2010 2009
Weighted Weighted Weighted

Number of Average Number of Average Number of Average
Warrants Warrants Price Warrants Price Warrants Price
Outstanding beginning of ye 16,445,05 $ 0.22 16,335,82 $ 0.0¢ 2,575,000 $ 0.2C
Issued 50,00( 1.2¢ 2,209,23: 1.04 13,760,822 0.07
Exercisec (2,575,00i) 0.2C (2,100,00i) 0.07 - -
Exercisec (1,113,34) 0.07 - -
Cancellec (36,43() 1.0C
Cancelled (18,215 1.5C - - - -
Outstanding end of year 12,730,06 $ 0.24 16,445,05 $ 0.2Z 16,335,82 $ 0.0¢

The following table summarizes the outstanding am@s as at August 31, 2011:

Number of Exercise Expiry Warrant

Warrants Note Price Date Value ($)
1,000,00t (note a, e, h $ 0.07 February 5, 2014 $ 24,00(
400,25t (note b, h; $ 0.07 February 25, 2014 9,60¢
9,125,21! (notec, d, e, h $ 0.07 February 27, 2014 219,03:
296,90: (note g) uUss$ 1.0C December 10, 2011 191,05
148,45 (note g) uss 1.5C June 10, 2012 99,93t
1,709,23. (note f) uUss$ 1.0C August 31, 2014 1,388,83:
50,00( (note i) uss$ 1.2 May 4, 2012 37,05¢
12,730,06 $ 1,969,511
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9. Share Capital and Contributed Surplus ('d)

The fair value of the warrants issued during theryded August 31, 2011, 2010 and 2009 were dsiihten the date of issue using the Black-
Scholes pricing model with the following assumpson

Black-Scholes Assumptions us 2011
Risk-free interest rat 1.7%
Expected volatility 254%
Expected life (years 1
Dividend yield 0%
Fair value of the warrants issued on May 4, 2 $ 0.74

Black-Scholes Assumptions us 201(C
Risk-free interest rat 3%
Expected volatility 234%
Expected life (years 4
Dividend yield 0%
Fair value of the warrants issued on June 10, : $ 0.65
Fair value of the warrants issued on August 310: $ 0.81

Black-Scholes Assumptions us 200¢
Risk-free interest rat 3%
Expected volatility 17C%
Expected life (years 4
Dividend yield 0%
Fair value of the warrants issued on February B9: $ 0.0t
Fair Value of the warrants issued on February PB9. $ 0.0t
Fair Value of the warrants issued on February 209 $ 0.0t

The weighted average basic and diluted sharesamualisiy at August 31, 2011, 2010 and 2009 is asVisi

Weighted Average Shares Outstanc 2011 201( 200¢
Weighted average shares outstanding, t 31,927,22 24,687,13 17,646,29
Dilutive effect of warrant: 13,273,11 16,008,99 9,749,55
Weighted average shares outstanding, diluted 45,200,34 40,696,12 27,395,85

The effects of any potential dilutive instrumentsloss per share related to the outstanding warranet antdilutive and therefore have be
excluded from the calculation of diluted loss peare.

Stock Option Plan
The Company has a stock option plan to provideritices for directors, officers and consultantsted Company. The maximum numbe

shares, which may be set aside for issuance uhdetdck option plan, is 6,170,205 common shafesdate, no options have been issued.
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9. Share Capital and Contributed Surfdtost'd)
Contributed Surplus

Contributed surplus transactions for the respegtears are as follows:

Amount
Balance, August 31, 2008 and 2( $ 38,00(
Imputed interest 5,75(
Balance, August 31, 20! 43,75(
Cancellation of warrants (note 35,51¢
Imputed interest (see Note 10) 5,75(
Balance, August 31,201 $ 85,01¢

10. Related Party Transactions and Balars

The following transactions with an individual reddtto the Company arose in the normal course ohess have been accounted for a
exchange amount being the amount agreed to byetated parties, which approximates the arm’s leegthivalent value.

2011 20100 20094
Management fees to the President and Directoreo€tmpany $ 56,25( $ 24,000 $ 18,00(

(1) Management fees to the former President of the Gom,
At August 31, 2011 included in accounts payablenaa@agement fees payable to the President of $56228.0 — Nil).
At August 31, 2011 the amount of directors’ feeduded in accounts payable was $8,800 (2010 - $§,70
On February 5, 2009, a corporation in which the Gany’s former President has voting and significant itmest interest, acquired 1,600,
Units at a price of $0.05 per unit. Each unit wamprised of one common share and one common gl@cbase warrant. Each warrar
exercisable until February 5, 2014, to purchasecomemon share at a purchase price of $0.07 peeshar
On February 25, 2009, the Compasjormer President acquired 600,000 Units at aepoic$0.05 per Unit. Each unit was comprised o
common share and one common share purchase waBaah warrant is exercisable until February 23.42@ purchase one common share
purchase price of $0.07 per share.
On February 25, 2009, a director of the Companwiaed 50,000 Units at a price of $0.05 per Uniack unit was comprised of one comr

share and one common share purchase warrant. \Eaichnt is exercisable until February 25, 2014 twcpase one common share
purchase price of $0.07 per share.
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10. Related Party Transactions and Bakn¢eont'd)

On February 27, 2009, Eagleford acquired the issunetoutstanding shares of 1354166 Alberta fott tiasideration of $445,528 satisfied
the issuance of 8,910,564 units of the Company&iSsper unit. Following the closing, the Compaayd to note holders of 1354166 Albe
the amount of $118,000 by cash payment.

At August 31, 2010 the Company issued a US$175,8%0per annum secured promissory note to Sourc&/&& Program, Inc. (“Sourcg”
On March 18, 2011 the Companypaid to Source US$100,000 of the promissory notie. Johnson is the President of Source, a sharel
of the Company and was the Vice President of Ojerafor Dyami Energy until April 13, 2011. Durinlge year ended August 31, 2011,
Company paid to Eric Johnson expenses of US$5 B0&alary of US$43,750 (see Note 12 and Note 19).

At August 31, 2011 the Company has a US$960,000, pg¥%annum secured promissory note payable to Beadh Enterprises LL
(“Benchmark”). Benchmark is a shareholder of the Company. Forydar ended August 31, 2011 interest of $55,356 reaerded an
included in accounts payable (August 31, 2010 ;828 (see Note 12).

At August 31, 2011 included in accounts payabl&68,918 due to Gottbetter & Partners LLP for lefgals (August 31, 2010 -838,154)
Gottbetter Capital Group, Inc. is a shareholdethef Company. Adam Gottbetter is sole owner of Gty & Partners LLP and Gottbe
Capital Group, Inc.

The loan payable of $57,500 is due to a sharehalderis unsecured, nanterest bearing and repayable on demand. Forehegnded Augu
31, 2011 interest was imputed at a rate of 10%@apeum and interest of $5,750 was recorded anddediin contributed surplus (August
2010 - $5,750).

During the year ended August 31, 2011, the Compacgived US$2,490,000 and $149,000 and issued psonyi notes to seven shareholc
The notes are payable on demand and bear intar&é§i% per annum. Interest is payable annually enahniversary date of the notes
August 31, 2011 accrued interest of $171,640 isided in accounts payable.

During the year ended August 31, 2011, CompanyiveddJS$300,000 and issued a promissory note t®thsident of the Company. The r
is due on demand and bears interest at 10% pemaninterest is payable annually on the anniversiate of the note. For the year er
August 31, 2011 interest of $26,135 was recordetimciuded in accounts payable (see Note 19).

11. Loan Payable

The loan payable in the amount of $110,000 wastdwen arms’ length 3 rd party and was unsecuredsimerest bearing and repayable
demand. On May 4, 2011 the Company repaid the denaen in full.
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12. Secured Notes Payable

On August 31, 2010 the Company issued a US$1758%@0per annum secured promissory note to Sourcé&/&& Program, Inc. (“Sourcg’
The note was secured by the Eaglefsridhterest in the Matthews Lease, Zavala Countya3e US$100,000 of the note was due on Feb
28, 2011 and was repaid on March 18, 2011. Thenbalaf US$75,000 (CDN $73,380) of the note togethiéh accrued interest is due ¢
payable on August 31, 2011. For the year ended s, 2011 interest of $6,115 was recorded anidded in accounts payable (see I
19).

At August 31, 2011 the Company has a US$960,00Q01(ZDDN $939,264), 6% per annum secured promissoty payable to Benchme
Enterprises LLC (August 31, 2010 $US$960,000). mbe= is payable on the earlier of December 31, 2Xldpon the Company closin
financing or series of financings in excess of US$@,000. For the year ended August 31, 2011 interest of3bwas recorded and incluc
in accounts payable (August 31, 2010 $26,863).1idte is secured by Dyami Energyinterest in the Matthews and Murphy Leases, 2
County, Texas. The Company may, in its sole digmmetepay any portion of the principal amount (Skee 10).

13. Segmented Information

The Companys only segment is oil and gas exploration and ptidn and includes two geographic areas, Canaddtentnited States. T
accounting policies applied to Eagleford’s opemmsegments are the same as those described iartimeasy of significant accounting policies.

Geographic information:

The following is segmented information as at andfie year ended August 31, 2011:

Year ended August 31, 20. As at August 31, 201
Interest anc
other Net Oil and gas Other
income (loss) interests asset:
Canads $ 71,78¢ $ (696,647 $ 243,000 $ 264,61:
United State: - (55,919 8,898,12 72,48’
Total $ 71,78t $ (752,55) $ 9,141,120 $ 337,09¢

The following is segmented information as at arrdiie year ended August 31, 2010:

Year ended August 31, 20. As at August 31, 201
Interest anc
other Net QOil and gas Other
income (loss) interests assets
Canade $ 105,40: $ (688,709 $ 314,00 $ 68,14:
United States - - 5,695,29 30,02:
Total $ 105,40: $ (688,709 $ 6,009,291 $ 98,16:

F- 27




JEACLEFORD

Notes to Consolidated Financial Statement
(Expressed in Canadian Dollars
For the years ended August 31, 2011, 2010 and 2(

14. Financial Instruments and Concentratiorof Risks

The Company is exposed in varying degrees of risiging from financial its instruments. The Compaitges not participate in the use
derivative financial instruments to mitigate themsks and has no designated hedging transactidres.Bbard approves and monitors the
management processes. The Boandiain objectives for managing risks are to engigrgdity, the fulfillment of obligations and limet
exposure to credit and market risks while ensugirgater returns on any surplus fund$here were no changes to the objectives or theept
from the prior year. Cash and cash equivalentsnaaitketable securities are the only financial inseats and are classified as level 1 finai
instruments in the fair value hierarchy.

Credit Risk and the Fair Value of Financial Assaid Financial Liabilities

Effective April 1, 2009, the Company adopted theoramendations of the Emerging Issues CommitteerAtisEIC -173, Credit Risk and tF
Fair Value of Financial Assets and Financial Ligieit” which states that an entig/bwn credit and the credit risk of the countenspattould b
taken into account in determining the fair valudin&ncial assets and financial liabilities. Theseommendations were particularly applie
evaluating the fair values of the Company’s matiietaecurities.

The types of risk exposure and the ways in whiathsxposures are managed are as follows:
Credit Risk

Concentration risks exist in cash and cash equitglieecause significant balances are maintainddami¢ financial institution and a broker
firm. The risk is mitigated because the financiadtitution is an international bank and the brogeréirm is a reputable Canadian broke
firm.

Liquidity Risk

The Company monitors its liquidity position reglyatio assess whether it has the funds necessdujfitbplanned exploration commitments
its oil and gas properties or that viable optioresavailable to fund such commitments from new &gssuances or alternative sources sui
farm-out agreements. However, as an exploration compaiay early stage of development and without dicarit internally generated ci
flow, there are inherent liquidity risks, includirtige possibility that additional financing may rim# available to the Company, or that ac
exploration expenditures may exceed those planfee.current uncertainty in global markets and ongditigations could have an impact
the Companys future ability to access capital on terms that azceptable to the Company. The Company has doetar able to raise t
required financing to meet its obligation on time.

Market Risk
Market risk represents the risk of loss that mapdnt our financial position, results of operatioos,cash flows due to adverse change

financial market prices, including interest ratkriforeign currency exchange rate risk, commaglitye risk, and other relevant market or p
risks. The Company does not use derivative findmtsaruments or derivative commodity instrumemtsttitigate this risk.
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14. Financial Instruments and ConcentratibRisks (cont’d)

The oil and gas industry is exposed to a varietyisifs including the uncertainty of finding and ogering new economic reserves,
performance of hydrocarbon reservoirs, securingketarfor production, commodity prices, intereserfitictuations, potential damage tc
malfunction of equipment and changes to incomertayalty, environmental or other governmental regjohs.

Market events and conditions in recent years inolpdlisruptions in the international credit marketsd other financial systems and
deterioration of global economic conditions haveseal significant volatility to commodity prices. &8 conditions caused a loss of confid
in the broader U.S. and global credit and finanamdrkets. Notwithstanding various actions by gowents, concerns about the ger
condition of the capital markets, financial instemts, banks, investment banks, insurers and othandial institutions caused the broe
credit markets to further deteriorate and stockketarto decline substantially. These factors hagatively impacted company valuations
may impact the performance of the global econoniggyéorward. Although economic conditions improvesvards the latter portion of 20t
as anticipated, the recovery from the recessionbleas slow in various jurisdictions including inrBpe and the United States and has
impacted by various ongoing factors including seigm debt levels and high levels of unemploymenictvitontinue to impact commod
prices and to result in high volatility in the stamarket.

The Company mitigates these risks by:

. utilizing competent, professional consultants gpsut teams to company ste
. performing geophysical, geological or engineeringlgses of prospect

. focusing on a limited number of ccproperties

0] Commodity Price Risk

Commaodity price risk is the risk that the fair valar future cash flows will fluctuate as a residlcbanges in commodity prices. Commo
prices for petroleum and natural gas are impacyaddyld economic events that dictate the levelsugply and demand.

The Company believes that movement in commoditgegrithat are reasonably possible over the nexwémslonth period will not have
significant impact on the Company.

Commodity Price Sensitivity

The following table summarizes the sensitivity lné fair value of the Comparg/tisk management position for the year ended AuglLis201.
and 2010 to fluctuations in natural gas priceshwit other variables held constant. When asseshmgotential impact of these price chan
the Company believes that 10 percent volatilityrissasonable measure. Fluctuations in natural dgessppotentially could have resultec
unrealized gains (losses) impacting net incomeksWs:

2011 2010
Increas Decreas Increas Decreas
10% 10% 10% 10%
Revenue $ 78,96 $ 64,607 $ 11591 $ 94,83"
Net loss $ (745,37) $ (759,73 $ (678,17) $ (699,24¢)
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14. Financial Instruments and ConcentratibRisks (cont’d)

(i) Currency Risk

The Company is exposed to the fluctuations in fpre&xchange rates. The prices received by the Coyrfpathe production of natural gas i
natural gas liquids are primarily determined inerefice to United States dollars but are settletl thié¢ Company in Canadian dollars.

Company’s cash flow for commodity sales will theref be impacted by fluctuations in foreign excharages.

The Company operates in Canada and a portion ekjienses are incurred in U.S. dollars. A significzhange in the currency exchange |
between the CDN dollar relative to US dollar cobiéve an effect on the Company’s results of oparatiinancial position or cash flows.

The Company is exposed to currency risk througHdhewing assets and liabilities denominated in diflars at August 31, 2011 and 2010:

Financial Instrument 2011 2010
Cash and cash equivale $ 117,38. $ 5,04¢
Accounts receivabl 72,481 21,92¢
Due from related part - 1,24
Accounts payabl 656,40: 198,01
Shareholder loar 2,790,00! -
Secured notes payable 1,035,001 1,135,00!
Total US$ $ 467127 $ 1,361,23
CDN dollar equivalent at year efid $ 457037, $ 1,448,21

(1) Translated at the exchange rate in effect at Auglis2011 $0.9784 (August 31, 20- $1.0639)
For the year ended August 31, 2011 the Companyalfadeign exchange gain of $164,800 due to thddht®ons in the CDN dollar compai
to the US dollar. For the year ended August 31,1201% increase/decrease in the exchange ratérnsatesd to give rise to a change in net
and comprehensive loss of approximately $1,904. Company does not use derivative financial instnuisi¢o reduce its foreign exchal
exposure.
(i) Interest Rate Risk

Interest rate risk refers to the risk that the gatd a financial instrument or cash flows assodiatéth the instrument will fluctuate due
changes in market interest rates. The majorithefGompany’s debt is short-term in nature withdixates.

Based on management's knowledge and experiente dihancial markets, the Company believes thatbgements in interest rates that
reasonably possible over the next twelve monthoplesiill not have a significant impact on the Compan
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15. Capital Management

The Companys objectives when managing capital are to ensweéttmpany will have sufficient financial capaciiguidity and flexibility tc
funds its operations, growth and ongoing exploradad development commitments on its oil and geegésts. The Company is depender
funding these activities through debt and equibaficings. Due to long lead cycles of the Compaeyjsloration activities, the Compamsy’
capital requirements currently exceed its operatiash flow generated. As such the Company is degmengpbon future financings in ordel
maintain its flexibility and liquidity and may frortime to time be required to issue equity, issubt,dadjust capital spending or seek j
venture partners.

The Company manages the capital structure and naajestments to it in light of changes in econondnditions and the risk characteristic
any underlying assets in order to meet currentwgpubming obligations. Current plans for the develept commitments of the Compasy’
Texas leases include debt or equity financing ekisg and obtaining a joint venture partner.

The board of directors does not establish quaiviateturn on capital criteria for management, bather relies on the expertise of
Company's management and favourable market conditmsustain future development of the business.

As at August 31, 2011and 2010 the Company consitiecgpital structure to comprise of sharehol@epsity and long-term debt.

Management reviews its capital management approachn ongoing basis and believes that this approgigen the relative size of t
Company, is reasonable.

There were no changes in the Company'’s capital geanant during the period ended August 31, 2011.

The Company is not subject to any externally impga®strictions on its capital requirements.

16. Income Taxes

The Company has capital losses in the amount abappately $195,852 (2010$195,852) which may be carried forward indefinited offse

future capital gains, and non capital losses in dheount of approximately $1,349,189 (20105794,304) available for carry forwi
purposes. The non-capital losses expire as follows

2014 $ 46,501
2015 47,43¢
2026 55,41¢
2027 42,33
2028 49,16¢
2029 264,24«
2030 286,99:
2031 557,10:
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16. Income Taxes (cont'd)

A reconciliation between income taxes providedcatia rates and at the basic rate ranging from 83d% (2010 - 28% to 31%) (20025%
to 29%) for federal and provincial taxes is asdof:

2011 201C 200¢
Taxes at statutory ratr $ (22525) $ (203,169 $ (88,797
Non-taxable items and othe 81,42: 154,67 47,32¢
Change in valuation allowance 143,83¢ 48,49: 41,46¢
$ - $ - $ -

The significant components of the Company's futareasset are summarized as follows:
2011 201(C
Operating loss carry forwart $ 337,29 $ 198,57t
Share issue cos 6,11¢ 11,95¢
Marketable securitie 1,467 1,467
Capital losses carry forwar 24,48: 24,48:
QOil and gas interes 29,01¢ 17,93¢
Cumulative eligible capital 1,31¢ 1,41¢
Future tax asst 399,70( 255,84:
Valuation allowanct (399,700 (255,84
$ - $ >

The Company has provided a full valuation allowaagainst future tax assets at August 31, 2011 tauacertainties in the Company's ab
to utilize its net operating losses.

17. Reconciliation to Accounting Principle§&enerally Accepted in the United States
These consolidated financial statements have begpaped in accordance with "Canadian GAAP". Matevaxiations in the accountil
principles, practices and methods used in prepahiage consolidated financial statements from "US\B" and in SEC Regulation %-are

described and quantified below.

The significant differences between Canadian GAAB S GAAP which had any impact on the consolidditaldnce sheet and consolid
statement of cash flows are noted below.

Oil and Gas Interests
In applying the successful efforts method under ®SAP (Regulation S-X Article 4-0), the Company performs a ceiling test basedhe
same calculations used for Canadian GAAP excepCtirapany is required to discount future net revenfuem proved reserves at 10%

opposed to utilizing the fair market value and ol reserves are excluded. During the year aniimpat loss of $219,464 (201%t04,630
for US GAAP and an impairment loss of $49,464 (28%@,630) was recorded for Canadian GAAP.
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17. Reconciliation to Accounting Principl&enerally Accepted in the United States (cont’d)

If US GAAP was followed, the effect on the consatied balance sheet would be as follows:

2011 201(

Total assets according to Canadian GA $ 9478221 $ 6,107,45

Additional impairment of oil and gas interests (170,000) (50,000

Total assets according to US GA, $ 9,308,221 $ 6,057,45

2011 201(

Total shareholde’ equity according to Canadian GA/ $ 4,220,29° $ 4,239,77
Deficit adjustment per US GAA

Additional impairment of oil and gas interests (170,000 (50,000

Total shareholders’ equity according to US GAAP $ 4,050,290 $ 4,189,77

If US GAAP was followed, the effect on the consatield statements of loss and comprehensive losshvibeuas follows:

2011 201( 200¢
Net loss according to Canadian GA. $ 752,55 $ 688,70¢ $ 328,86:
Add: Additional impairment of oil and gas intetes 170,00( 50,00( 73,63t
Net loss according to US GAA $ 922,55 $ 738,70¢ $ 402,49¢
Loss per share, basic and diluted $ (0.029) $ (0.030) $ (0.029)
Shares used in the computation of loss per share 31,927,22 24,687,13 17,646,29

Adoption of New Accounting Policies

FASB Accounting Standards Update ("ASU") No. 2dBwas issued in April 2010, and amends and a&riASC 718 with respect to -
classification of an employee share based paymemardawith an exercise price denominated in the emay of a market in which t
underlying security trades. This ASU did not haveaterial effect on the Company.

In April 2010, the FASB issued ASU 2010-14, “Accting for Extractive Activities — Oil & Gas”. ASU®L0-14 amends paragraph 932-10-
S99-1 due to SEC Release No.&®5, "Modernization of Oil and Gas Reporting."eTdmendments to the guidance on oil and gas adng
are effective August 31, 2010, and did not havegaificant impact on the Company's financial pasitithat, if it is unable to raise additio
capital, it may find it necessary to substantiadlgiuce or cease operations.
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17. Reconciliation to Accounting Principl&enerally Accepted in the United States (cont’d)
Future Accounting Pronouncements

In January 2010, FASB issued ASU 200®-'Fair Value Measurements and Disclosures (T8@i@) Improving Disclosures about Fair Ve
Measurement" was issued, which provides amendner@abtopic 820-10 that requires new disclosurdslisvs:

1. Transfers in and out of Levels 1 and 2. A reporgéngjty should disclose separately the amountggoifecant transfers in and out of Le'
1 and Level 2 fair value measurements and desthiesasons for the transfe

2. Activity in Level 3 fair value measurements. In tteeonciliation for fair value measurements usiiggi§icant unobservable inputs (Le
3), a reporting entity should present separatefgrination about purchases, sales, issuances, dtieinsents (that is, on a gross b
rather than as one net numb

This Update provides amendments to Subtopic 82thdilclarify existing disclosures as follows:

1. Level of disaggregation. A reporting entity shopldvide fair value measurement disclosures for edass of assets and liabilities
class is often a subset of assets or liabilitiethiwia line item in the statement of financial piosi. A reporting entity needs to
judgment in determining the appropriate classesseéts and liabilitie:

2. Disclosures about inputs and valuation technigAe®porting entity should provide disclosures abtet valuation techniques and ing
used to measure fair value for both recurring aadrecurring fair value measurements. Those disotssare required for fair val
measurements that fall in either Level 2 or Leve

This Update also includes conforming amendmentlidaqyuidance on employers' disclosures about petreent benefit plan assets (Subtt
715-20). The conforming amendments to Subtopic ZU0%hange the terminology from major categorieasdets to classes of assets
provide a cross reference to the guidance in Sihb&#0-10 on how to determine appropriate classes to ptéai value disclosures. The n
disclosures and clarifications of existing disclesuare effective for interim and annual reportiggiods beginning after December 15, 2
except for the disclosures about purchases, saksnces, and settlements in the roll forwardcti/ily in Level 3 fair value measuremel
Those disclosures are effective for fiscal yeagirmeng after December 15, 2010, and for interimiqats within those fiscal years.

In December 2010, the FASB issued ASU 2010-28 higitsles —Goodwill and Other (Topic 350): When to PerformBg&of the Goodwi
Impairment Test For Reporting Units With Zero orgddve Carrying Amounts" ("ASU 2010-28").Under A201028, if the carrying amou
of a reporting unit is zero or negative, an entityst assess whether it is more likely than not geetdwill impairment exists. To make t
determination, an entity should consider whetherehare adverse qualitative factors that could shgiee amount of goodwill, including thc
listed in ASC 350-20-330. As a result of the new guidance, an entity marfonger assert that a reporting unit is not nexglito perform th
second step of the goodwill impairment test becahsecarrying amount of the reporting unit is zeronegative, despite the existenc:
gualitative factors that indicate goodwill is mdileely than not impaired. ASU 20128 is effective for public entities for fiscal ysaiand fo
interim periods within those years, beginning aBecember 15, 2010, with early adoption prohibited.
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17. Reconciliation to Accounting Principl&enerally Accepted in the United States (cont’d)
Future Accounting Pronouncements (cont’d)

In December 2010, the FASB issued ASU 2@90"Business Combinations (Topic 805): Disclosur&opplementary Pro Forma Informat
for Business Combinations" ("ASU 2010-29"). ASU Q&9 specifies that if a public entity presents corapige financial statements, the er
should disclose revenue and earnings of the cordb@méity as though the business combination(s) deatrred during the current year
occurred as of the beginning of the comparabler imual reporting period only. The amendment$is tpdate also expand the supplem
pro forma disclosures under Topic 805 to includdescription of the nature and amount of materiahracurring pro forma adjustme
directly attributable to the business combinatindided in the reported pro forma revenue and egsniThe amended guidance is effec
prospectively for business combinations for which &cquisition date is on or after the beginningheffirst annual reporting period beginr
on or after December 15, 2010. Early adoption iitéed.

In April 2011, the FASB issued ASU No. 2002; A Creditor's Determination of Whether a Redtiting Is a Troubled Debt Restructuring
codified in ASC 310, Receivables. The amendmentthim update provide additional guidance to assistitors in determining whethe
restructuring of a receivable meets the criteribda@onsidered a troubled debt restructuring. Theraments in this update are effective fol
period beginning on or after June 15, 2011, andilshbe applied retrospectively to the beginningtled annual period of adoption. 1
Company does not expect this update to have a i@atapact on its consolidated financial statements

The Company will transition to IFRS on September2@11 and will no longer be required to prepareeeonciliation to US GAAF
Accordingly, the Company has not assessed the ingbaclopting future US accounting pronouncemerits an application date of Septem
1, 2011 or beyond in its financial statements ardldsures (see Note 3).

18. Commitments and Contingencies

The Company has drilling commitments on its Mathéease and Murphy Lease located in Zavala Courgya3, USA (see Note 7).
Subsequent to the year ended August 31, 2011,dovefi Dyami Energy has filed a claim in the DisttCourt of Harris County, Texas seek

payment of US$62,800. Dyami Energy is disputingdlaém on the basis of excessive charges. Thefutbunt of the claim has been recol
in accounts payable and the outcome of this claiomcertain at this time. Any legal costs willdogensed as incurred.
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19. Subsequent Events

On September 1, 2011 the Company repaid to Sotiveesecured promissory note in full in the amount/8$75,000 together with accrt

interest of US$6,250.

Subsequent to the year ended August 31, 2011, ¢imep@ny commenced drilling its Matthews/Dyami #2Hllvecated in Zavala Count

Texas.

Subsequent to the year ended August 31, 2011, ¢hep@ny issued 639,297 common shares to promissaiey hrolders as full settlement

interest due in the amount of US$166,000 and CDNEI

Subsequent to the year ended August 31, 2011, tmpé@ny received $198,845 and US$165,000 and ispualissory notes to fi
shareholders of the Company. The notes are duemamd and bear interest at 10% per annum. Interpstyable annually on the annivers

date of the note.
20. Supplemental Cash Flow Information ahNon-cash Transactions

The following table summarizes the non-cash trainwas for the years ended August 31:

2011 201¢ 200¢
Issuance of shares and warrants for sen $ 88,56¢ $  326,51: -
Acquisition of subsidian - 4,213,44: $  445,52¢
Issuance of units on acquisition of subsidi - (4,213,44) (445,529
Transaction cosi - 35,58 -
Warrants cancelle (35,519 - -
Secured notes paya-Long term - 1,021,34. -
Secured notes paya-Current - 186,18: -
Shares issued to settle di - 62,50(
Prepaid portion of shares for servi 44,28t - -

The following table summarizes the supplementath dlasv information for the years ended August 31:

Supplemental cash flow informati 2011 201( 200¢
Income taxes pai $ - $ 10,21F $ =
Interest paic - - -

The following table summarizes the changes in reshavorking capital for the years ended August 31:

2011 201¢ 200¢
Accounts receivabl $ (74,48¢) $ (9,317 $ (9,291
Accounts payabl 770,09¢ 63,38: 33,25:
Due from related part 1,32¢ - -
Income taxes payable - (10,215 -
Net change $ 696,937 $ 43,85 $ 23,95¢
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21. Comparative Figures
Certain comparative figures have been reclassifietbnform to the presentation adopted in 2011.
22. Seasonality and Trend Information

The Companys oil and gas operations is not a seasonal busibesicreased consumer demand or changes inysimppértain months of t
year can influence the price of produced hydroaasbdepending on the circumstances. Production frmrCompan’s oil and gas properti
is the primary determinant for the volume of salagng the year.

The level of activity in the oil and gas industsyinfluenced by seasonal weather patterns. Wetheeaind spring thaw may make the grc
unstable. Consequently, municipalities and proghtiansportation departments enforce road bargdstrict the movement of rigs and ol
heavy equipment, thereby reducing activity levAlso, certain oil and gas properties are locatearéas that are inaccessible except durin
winter months because of swampy terrain and otteasaare inaccessible during certain months of gearto deer hunting season. Seas
factors and unexpected weather patterns may ledddiines in exploration and production activitydasorresponding declines in the dem
for the goods and services of the Company.

The impact on the oil and gas industry from comnyogdrice volatility is significant. During periodsf high prices, producers conduct ac
exploration programs. Increased commodity priceguently translate into very busy periods for senduppliers triggering premium costs
their services. Purchasing land and propertiesiailpiincrease in price during these periods. Dgilimw commodity price periods, acquisit
costs drop, as do internally generated funds todpa exploration and development activities. Witlitreased demand, the prices charge
the various service suppliers also decline.

World oil and gas prices are quoted in United Stalellars and the price received by Canadian preducs therefore effected by

Canadian/U.S. dollar exchange rate, which will late over time. Material increases in the valuthefCanadian dollar may negatively imj
production revenues from Canadian producers. Socledses may also negatively impact the futureevaliisuch entities' reserves
determined by independent evaluators. In recensydf@e Canadian dollar has increased materialMgine against the United States dollar.
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EXHIBIT 4.15

AMENDMENT TO 6% SECURED PROMISSORY NOTE
PRINCIPAL AMOUNT $960,000
DATED AUGUST 31, 2010

WHEREAS , on August 31, 2010 Eagleford Energy, Inc., ana@atcorporation (the “ Obligot), issued a 6% Secured Promis:
Note (the“ Note ") due December 31, 2011 (the_“ Original Maturityt®”) in the principal amount of $960,000 in favor of Bemarl
Enterprises LLC, a Nevis limited liability corpoiat (the “ Payeé); and

WHEREAS , the Obligor and the Paye@ésh to amend the terms of the Note, to extenddhiginal Maturity Date by six months a
to provide for the continued accrual of interestlo® outstanding principal amount of the Note dyisnch extension at the new rate of 10%
annum such that interest is accrued at 6% duriagériod from August 31, 2010 through and includdegember 31, 2011 and at 10% du
the period from January 1, 2012 through the Newukigt Date, as such term is defined below and &b soay be accelerated under the te
of the Note.

NOW, THEREFORE , in consideration of the mutual promises set féwthein, the Obligor and the Payeereby agree that: (i) t
unpaid principal balance of the Note shall be du@ jpayable on June 30, 2012 (the “ New MaturityeDat and (ii) interest shall continue
accrue on the unpaid principal balance of the Mbtn annual rate of 10%, from January 1, 2012 thr@iNew Maturity Date, and shall be
in full, together with all previously accrued ingst, on the New Maturity Date. All other terms @odditions of the Note remain unchanged.

IN WITNESS WHEREOF , this Amendment has been duly executed by thegdbknd acknowledged by the Payee as of th& 31
day of December, 2011.

EAGLEFORD ENERGY, INC.
By: /s/ James Cassit

Name:James Cassir
Title: Presiden

BENCHMARK ENTERPRISES LLC

By: /s/ Andrew Godfrey
Name:Andrew Godfrey
Title: Presiden




EXHIBIT 4.16
February 16, 2012
To: Eagleford Energy Inc
1 King Street West, Suite 15!
Toronto, Ontario, M5H 1A

Re: Eagleford Energy Inc
Annual Report on Form :-F for the Year Ended August 31, 2C

Dear Sirs:

We refer to our reports entitled “Evaluation of A& NG Reserves of Eagleford Energy Inc. (as of A, 2011)"dated October 7, 201
“Evaluation of the P&NG Reserves of Eagleford Epdrc. (as of August 31, 2010)” dated November28@0, and Evaluation of the P&N1
Reserves of Eugenic Corp. (as of August 31, 20688)2d November, 30 2009 (collectively referredddthe Reports”).

We confirm that we have read Eagleford Energy sndnnual Report on Form 20-F for the year endedusu@l, 2011 (the “Form 20-F8nc
have no reason to believe that there are any nieseptations in the information contained in then@0+ that are derived from the Repor
that are within our knowledge as a result of theises we performed in connection with our Report.

We hereby consent to the use of our name and refeseto excerpts from the Reports both in the Feo#r and through incorporation
reference in the Form 20-F.

Sincerely,
SPROULE ASSOCIATES LIMITED
/s/ Attila A. Szabc

Attila A. Szabo, P.Enc
Senior Petroleum Engineer and Part

900,140 Fourth Avenue SW Calgary AB T2P 3N3 Cankelaphone: 1-403-294-5500 Fax: 1-403-294-5590 Fodle: 1-877-777-6135
info@sproule.comvww.Sproule.com




EXHIBIT 8.1
SUBSIDIARIES OF EAGLEFORD ENERGY INC.
1354166 Alberta Ltd., an Alberta corporation

Dyami Energy LLC, a Texas limited liability company




EXHIBIT 12.1/12.2

CERTIFICATIONS

I, James Cassina, certify that:

1.

2.

| have reviewed this annual report on Forr-F of Eagleford Energy In

Based on my knowledge, this report does notaiomny untrue statement of a material fact or améttate a material fact necessary to
make the statements made, in light of the circunt&ts . under which such statements were made, nk#adisg with respect to the period
covered by this repor

Based on my knowledge, the financial statement$,oéimer financial information included in this repdairly present in all materi:
respects the financial condition, results of operet and cash flows of the company as of, andtfierperiods presented in this repi

| am responsible for establishing and maintainiisgldsure controls and procedures (as defined ch&mxge Act Rules 1-15(e) anc
15d-15(e)) and internal control over financial rejpg (as defined in Exchange Act Rules 13a-15¢f) 45d-15(f)) for the company and
have;

(@) Designed such disclosure controls and praesgdor caused such disclosure controls and proesdo be designed under my
supervision, to ensure that material informatidatieg to the company including its consolidatetisdiaries, is made known to me
by others within those entities, particularly dgyithe period in which this report is being prepa

(b) Designed such internal control over financial réjpgr; or caused such internal control over finahetporting to be designed unc
my supervision, to provide reasonable assuran@dety the reliability of financial reporting anldet preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the compadigslosure controls and procedures and presentédsineport my conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

(d) Disclosed in this report any change in the com’s internal control over financial reporting thatowoed during the period cover
by the annual report that has materially affecteds reasonably likely to materially affect, thengpany’s internal control over
financial reporting; an

| have disclosed, based on my most recent el@tuaf internal control over financial reporting, the company’s auditors and the audit
committee of the compa’s board of directors (or persons performing thewedent functions)

(&) All significant deficiencies and material Weass in the design or operation of internal cdrdver financial reporting which are
reasonably likely to adversely affect the comy’'s ability to record, process, summarize and refpahcial information; an

(b) Any fraud, whether or not material, that itwes management or other employees who have disgmtirole in the company’s
internal control over financial reportin

Date: February 16, 2012 By: /s/ James Cassit

James Cassir
Chief Executive and Financial Offic




EXHIBIT 13.1/13.2

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

In connection with the Annual Report of EaglefonteEgy Inc. (the “Company”) on Form Z0for the year ended August 31, 2011 as filed
the Securities and Exchange Commission on the lieteof (the “Report”)], James Cassina, Chief Executive and Financialc&ffof the
Company, certify, pursuant to 18 U.S.C. Section01 25 adopted pursuant to Section 906 of the Sasb@mxley Act of 2002, that;

Q) The Report fully complies with the requirerteeaf Section 13(a) or 15(d) of the Securities Exae Act of 1934;
and
2 The information contained in the Report faplesents, in all material respects, the finarmialdition and results

of operations of the Compar

A signed original of this written statement reqditey Section 906 has been provided to the Compadyndl be retained by the
Company and furnished to the Securities and Exah&uammission or its staff upon request.

/s/ James Cassir

Name:James Cassir

Title: Chief Executive and Financial Offic
Date: February 16, 201






