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ACQUISITION AGREEMENT 

ACQUISITION AGREEMENT (the “Agreement”), dated as of August 10, 2010, by 
and among Eagleford Energy Inc., an Ontario, Canada corporation (the “Acquiror”), Dyami 
Energy LLC, a Texas limited liability corporation (the “Acquiree”) and the Members of 
Acquiree listed on Schedule 1.1 attached hereto and made a part hereof (collectively referred to 
herein as the “Members”).  Acquiror, Acquiree and the Members are each a “Party” and referred 
to collectively herein as the “Parties.”  Where context requires, reference to a corporate Party 
includes reference to its subsidiaries.  All $ references throughout this Agreement are to U.S. 
dollars. 

WHEREAS, Acquiree has 1,000 membership interests issued and outstanding (the 
“Acquiree Membership Interests”) all of which are owned by the Members; and 

WHEREAS, Acquiror desires to acquire (the “Acquisition”) all of the Acquiree 
Membership Interests making Acquiree a wholly owned Subsidiary of Acquiror, in exchange for 
(i) units of the Acquiror valued at $3,140,000, and (ii) Acquiror’s issuance of a $960,000 secured 
promissory note of Acquiror due December 31, 2011 (the “Acquiror Benchmark Note”) to 
Benchmark Enterprises LLC (“Benchmark”) in exchange for a $960,000  promissory note of 
Acquiree issued to and held by Benchmark (the “Acquiree Benchmark Note”), and the Members 
similarly desire to make such exchange; and 

WHEREAS, the Parties desire that the Acquisition qualify as a “plan of reorganization” 
under Section 368(a) of the Internal Revenue Code of 1986, as amended (the “Code”) and not 
subject the Members to tax liability under the Code. 

NOW, THEREFORE, in consideration of the representations, warranties and covenants 
herein contained, and for other good and valuable consideration the receipt, adequacy and 
sufficiency of which are hereby acknowledged, the Parties hereto, intending legally to be bound, 
agree as follows: 

ARTICLE I 
THE ACQUISITION 

1.1 The Acquisition.   

(a) Subject to the terms and conditions set forth in this Agreement, the 
Members shall sell to Acquiror and Acquiror shall purchase from the Members, an aggregate of 
1,000 Acquiree Membership Interests.  Following the purchase of the Acquiree Membership 
Interests, Acquiree shall be operated as a wholly owned subsidiary of Acquiror.  The amount of 
Acquiree Membership Interests to be sold by each Member is set forth in Schedule 1.1 hereto.  
The Acquiree Membership Interests currently represent and will represent at Closing (as defined 
in Section 1.2 below) all of the issued and outstanding membership interests of Acquiree. 

(b) As consideration for the Acquiree Membership Interests, Acquiror shall 
exchange the Acquiror Benchmark Note for the Acquiree Benchmark Note and deliver, to the 
persons and in the amounts set forth in Schedule 1.1 hereto, subject to adjustment as provided in 
this Section 1.1(b), an aggregate of 3,488,888 Acquiror Units (the “Acquiror Units”) valued at 
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$0.90 per Acquiror Unit or an aggregate of $3,140,000, each Acquiror Unit consisting of one 
share of Acquiror Common Stock, no par value (the “Acquiror Common Stock”) and one-half of 
a warrant, each full warrant exercisable for the purchase of one share of Acquiror Common 
Stock for a period of four years from issuance at an exercise price of $1.00 per share.  To the 
extent Acquiree’s aggregate liabilities at Closing, excluding liabilities related to drilling contracts 
but including the Acquiree Benchmark Note, reduced by the amount of Acquiree’s cash and 
accounts receivable at Closing, are greater than $1,000,000, a corresponding purchase price 
adjustment shall be made to reflect such greater amount and shall be reflected in a reduction in 
the number of Acquiror Units to be issued to the Members on a pro-rata basis. 

(c) Notwithstanding the foregoing, 50% of the Acquiror Units (the “Escrow 
Units”) shall be delivered in escrow with Gottbetter & Partners, LLP (the “Escrow Agent”) at 
Closing or as soon thereafter as is practicable, as set forth in Section 1.3(g) hereof. 

1.2 The Closing.  The closing of the transactions contemplated by this Agreement 
(the “Closing”) shall take place at the offices of Gottbetter & Partners, LLP in New York, New 
York on or about August 15, 2010 or at such other place as Acquiror and Acquiree may mutually 
agree on, or, if all of the conditions to the obligations of the Parties to consummate the 
transactions contemplated hereby have not been satisfied or waived by such date, on such 
mutually agreeable later date as soon as practicable (and in any event not later than August 31, 
2010 unless a later date is mutually agreed to in writing).  The date upon which the Closing takes 
place is hereinafter referred to as the “Closing Date”. 

1.3 Actions at the Closing.  At the Closing: 

(a) Acquiree and the Members shall deliver to Acquiror the various 
certificates, instruments and documents referred to in Section 5.2; 

(b) Acquiror shall deliver to Acquiree and the Members the various 
certificates, instruments and documents referred to in Section 5.3; 

(c) each of the Members shall deliver to the Acquiror the certificate(s) 
representing his or its Acquiree Membership Interests; 

(d) Acquiror’s counsel shall deliver to Acquiror’s transfer agent such 
counsel’s irrevocable opinion letter authorizing the issuance of the Unit Shares (as defined 
below); 

(e) Acquiree shall enter into a one year employment agreement with Eric 
Johnson, in the form of Exhibit D hereto, under which (i) Eric Johnson will work for Acquiree, 
on a non-exclusive basis, in the capacity of Vice President of Operations; (ii) Eric Johnson will 
receive an annual salary of $75,000, such salary to accrue until it can be paid monthly from 
Acquiror’s available cash reserves; and (iii) Eric Johnson will receive 850,000 warrants, 
exercisable on an earn-out basis, as provided in Schedule 1.3 hereof, for the purchase of 850,000 
shares of Acquiror Common Stock at a price of $1.00 per share during a period of five years 
from the date of issuance. 
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(f) each of the Members shall enter into a two year Lock-Up Agreement with 
Acquiror in the form of Exhibit A attached hereto; and 

(g) Acquiror shall deliver to the Escrow Agent certificates for the Escrow 
Units representing 50% of the Acquiror Units (1,744,444 Unit Shares and 872,222 Unit 
Warrants), issued in the names of the Members, as set forth in Section 1.1(c). The Unit Shares 
and Unit Warrants comprising the Escrow Units shall remain in escrow until such time that 
Acquiror receives an NI 51-101 Report (the “Report”) from an independent engineering firm 
indicating at least 100,000 boe of proven reserves on either the Murphy Lease or any formation 
below the San Miguel on the Matthews Lease. The Escrow Units shall be held by the Escrow 
Agent pursuant to the Escrow Agreement, in substantially the form set forth in Exhibit C 
attached hereto. The Escrow Units shall be held as a trust fund and shall not be subject to any 
lien, attachment, trustee process or any other judicial process of any creditor of the Members, 
and shall be held and disbursed solely for the purposes and in accordance with the terms of the 
Escrow Agreement. In the event the Report is not received by Acquiror within two years of the 
Closing Date, the Escrow Agent shall return the Escrow Units to Acquiror for cancellation. 

1.4 Issuance of Unit Shares and Unit Warrants.  Subject to Sections 1.1(b) and 
1.3(g) above, as soon as practicable after Closing, the Members shall be entitled to receive an 
aggregate of 3,488,888 shares of Acquiror Common Stock (the “Unit Shares”) and an aggregate 
of 1,744,444 warrants of Acquiror (the “Unit Warrants”) that are being issued to them in the 
Acquisition.  

1.5 Exchange of Benchmark Notes.  At Closing, Acquiror shall issue and exchange 
the Acquiror Benchmark Note for the Acquiree Benchmark Note. 

1.6 Exemption From Registration.  Acquiror and Acquiree intend that the Unit 
Shares to be issued pursuant to Section 1.4 in connection with the Acquisition will be issued in a 
transaction exempt from registration under the Securities Act of 1933, as amended (“Securities 
Act”), by reason of Section 4(2) of the Securities Act, Rule 506 of Regulation D promulgated by 
the SEC thereunder and/or Regulation S promulgated by the SEC. The Members are either non-
U.S. persons or accredited investors. 

ARTICLE II 
REPRESENTATIONS AND WARRANTIES OF ACQUIREE AND THE MEMBERS 

Acquiree and the Members represent and warrant to Acquiror that the statements 
contained in this Article II are true and correct, except as set forth in the disclosure schedule 
provided by the Acquiree and the Members to Acquiror on the date hereof and accepted in 
writing by Acquiror (the “Disclosure Schedule”).  The Disclosure Schedule shall be arranged in 
paragraphs corresponding to the numbered and lettered paragraphs contained in this Article II, 
and except to the extent that it is clear from the context thereof that such disclosure also applies 
to any other paragraph, the disclosures in any paragraph of the Disclosure Schedule shall qualify 
only the corresponding paragraph in this Article II.  For purposes of this Article II, the phrase “to 
the knowledge of the Acquiree and the Members” or any phrase of similar import shall be 
deemed to refer to the actual knowledge of Acquiree and the Members, as well as any other 
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knowledge which such executive officers would have possessed had they made reasonable 
inquiry with respect to the matter in question.  

2.1 Organization, Qualification and Corporate Power.  Acquiree is a corporation 
duly organized, validly existing and in corporate and tax good standing under the laws of the 
State of Texas.  Acquiree is duly qualified to conduct business and is in corporate and tax good 
standing under the laws of each jurisdiction in which the nature of its businesses or the 
ownership or leasing of its properties requires such qualification, except where the failure to be 
so qualified or in good standing, individually or in the aggregate, has not had and would not 
reasonably be expected to have an Acquiree Material Adverse Effect (as defined below).  
Acquiree has all requisite corporate power and authority to carry on the businesses in which it is 
engaged and to own and use the properties owned and used by it.  Acquiree has furnished or 
made available to Acquiror complete and accurate copies of its Certificate of Formation and 
Company Agreement.  Acquiree is not in default under or in violation of any provision of its 
Certificate of Formation, as amended to date, or it’s Company Agreement, as amended to date.  
For purposes of this Agreement, “Acquiree Material Adverse Effect” means a material adverse 
effect on the assets, business, condition (financial or otherwise), results of operations or future 
prospects of Acquiree taken as a whole. 

2.2 Capitalization.  The authorized capitalization of Acquiree consists of 1,000 
Acquiree Membership Interests.  As of the date of this Agreement, One Thousand (1,000) 
Acquiree Membership Interests are issued and outstanding.  Acquiree has no issued and 
outstanding securities convertible, exchangeable or exercisable for Acquiree Membership 
Interests and no such securities will be issued and outstanding at or prior to the Closing.  All of 
the issued and outstanding Acquiree Membership Interests have been duly authorized, validly 
issued, and fully paid, and are nonassessable and free of all preemptive rights.  There are no 
agreements to which Acquiree is a party or by which it is bound with respect to the voting 
(including without limitation voting trusts or proxies), registration under the Securities Act, or 
sale or transfer (including without limitation agreements relating to pre-emptive rights, rights of 
first refusal, co-sale rights or “drag-along” rights) of any securities of Acquiree.  To the 
knowledge of Acquiree and the Members, there are no agreements among other parties, to which 
Acquiree is not a party and by which it is not bound, with respect to the voting (including 
without limitation voting trusts or proxies) or sale or transfer (including without limitation 
agreements relating to rights of first refusal, co-sale rights or “drag-along” rights) of any 
securities of Acquiree.  All of the issued and outstanding Acquiree Membership Interests were 
issued in compliance with applicable federal and state securities laws. 

2.3 Authorization of Transaction.  Acquiree has all requisite power and authority to 
execute and deliver this Agreement and to perform its obligations hereunder.  The execution and 
delivery by Acquiree of this Agreement and, the consummation by Acquiree of the transactions 
contemplated hereby have been duly and validly authorized by all necessary corporate action on 
the part of Acquiree.  Without limiting the generality of the foregoing, the managers of Acquiree 
(i) determined that the Acquisition is fair and in the best interests of Acquiree and the Members, 
(ii) adopted this Agreement, and (iii) directed that this Agreement and the Acquisition be 
submitted to the Members for their adoption and approval and resolved to recommend that the 
Members vote in favor of the adoption of this Agreement and the approval of the Acquisition.  
This Agreement has been duly and validly executed and delivered by Acquiree and the Members 
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and constitutes a valid and binding obligation of Acquiree and the Members, enforceable against 
Acquiree and the Members in accordance with its terms.   

2.4 Noncontravention.  Neither the execution and delivery by Acquiree of this 
Agreement, nor the consummation by Acquiree of the transactions contemplated hereby, will 
(a) conflict with or violate any provision of the Certificate of Formation or Company Agreement 
of Acquiree, as amended to date, (b) require on the part of Acquiree any filing with, or any 
permit, authorization, consent or approval of, any court, arbitrational tribunal, administrative 
agency or commission or other governmental or regulatory authority or agency (a 
“Governmental Entity”), (c) conflict with, result in a breach of, constitute (with or without due 
notice or lapse of time or both) a default under, result in the acceleration of obligations under, 
create in any party the right to terminate, modify or cancel, or require any notice, consent or 
waiver under, any contract or instrument to which Acquiree is a party or by which Acquiree is 
bound or to which any of its assets is subject, except for (i) any conflict, breach, default, 
acceleration, termination, modification or cancellation which would not have a Acquiree 
Material Adverse Effect and would not adversely affect the consummation of the transactions 
contemplated hereby or (ii) any notice, consent or waiver the absence of which would not have a 
Acquiree Material Adverse Effect and would not adversely affect the consummation of the 
transactions contemplated hereby, (d) result in the imposition of any Security Interest (as defined 
below) upon any assets of Acquiree or (e) violate any order, writ, injunction, decree, statute, rule 
or regulation applicable to Acquiree or any of its properties or assets.  For purposes of this 
Agreement: “Security Interest” means any mortgage, pledge, security interest, encumbrance, 
charge or other lien (whether arising by contract or by operation of law), other than 
(i) mechanic’s, materialmen’s, and similar liens, (ii) liens arising under worker’s compensation, 
unemployment insurance, social security, retirement, and similar legislation, and (iii) liens on 
goods in transit incurred pursuant to documentary letters of credit, in each case arising in the 
Ordinary Course of Business (as defined below) of Acquiree and not material to Acquiree; and 
“Ordinary Course of Business” means the ordinary course of Acquiree’s business, consistent 
with past custom and practice (including with respect to frequency and amount). 

2.5 Subsidiaries.  Acquiree does not have any Subsidiaries.  For purposes of this 
Agreement, a “Subsidiary” shall mean any corporation, partnership, joint venture or other entity 
in which a Party has, directly or indirectly, an equity interest representing 50% or more of the 
equity securities thereof or other equity interests therein (collectively, the “Subsidiaries”).  
Acquiree does not control directly or indirectly or have any direct or indirect equity participation 
or similar interest in any corporation, partnership, limited liability company, joint venture, trust 
or other business association. 

2.6 Financial Statements.  Acquiree was formed in December 2009.  As of the date 
hereof, Acquiree has yet to prepare financial statements.  Accordingly Acquiree has not provided 
or made financial statements available to Acquiror.  Prior to Closing, Acquiree will provide and 
make available to Acquiror unaudited financial statements covering the period from inception 
through May 31, 2010 including a balance sheet (the “Acquiree Balance Sheet”) dated May 31, 
2010 (the “Acquiree Balance Sheet Date”) and income statements.  Such financial statements are 
hereinafter referred to as the “Acquiree Financial Statements”. 
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2.7 Absence of Certain Changes.  Since the Acquiree Balance Sheet Date, and 
except as disclosed in writing by Acquiree to Acquiror, (a) there has occurred no event or 
development which, individually or in the aggregate, has had, or could reasonably be expected to 
have in the future, an Acquiree Material Adverse Effect, and (b) Acquiree shall not have taken 
any of the actions set forth in paragraphs (a) through (r) of Section 4.3. 

2.8 Undisclosed Liabilities.  Acquiree has no liabilities (whether known or 
unknown, whether absolute or contingent, whether liquidated or unliquidated and whether due or 
to become due), except for liabilities shown on the Acquiree Balance Sheet referred to in 
Section 2.6. 

2.9 Tax Matters.  

(a) For purposes of this Agreement, the following terms shall have the following 
meanings: 

(i) “Taxes” means all taxes, charges, fees, levies or other similar assessments 
or liabilities, including without limitation income, gross receipts, ad valorem, premium, 
value-added, excise, real property, personal property, sales, use, transfer, withholding, 
employment, unemployment insurance, social security, business license, business 
organization, environmental, workers compensation, payroll, profits, license, lease, 
service, service use, severance, stamp, occupation, windfall profits, customs, duties, 
franchise and other taxes imposed by the United States of America or any state, local or 
foreign government, or any agency thereof, or other political subdivision of the United 
States or any such government, and any interest, fines, penalties, assessments or additions 
to tax resulting from, attributable to or incurred in connection with any tax or any contest 
or dispute thereof. 

(ii) “Tax Returns” means all reports, returns, declarations, statements or other 
information required to be supplied to a taxing authority in connection with Taxes. 

(b) Acquiree has filed on a timely basis all Tax Returns that it was required to file, 
and all such Tax Returns were complete and accurate in all material respects.  Acquiree has not 
ever been a member of a group of corporations with which it has filed (or been required to file) 
consolidated, combined or unitary Tax Returns.  Acquiree has paid on a timely basis all Taxes 
that were due and payable.  The unpaid Taxes of Acquiree for tax periods through the Acquiree 
Balance Sheet Date do not exceed the accruals and reserves for Taxes (excluding accruals and 
reserves for deferred Taxes established to reflect timing differences between book and Tax 
income) set forth on the Acquiree Balance Sheet.  Acquiree has not had any actual or potential 
liability for any Tax obligation of any taxpayer (including without limitation any affiliated group 
of corporations or other entities that included Acquiree during a prior period).  All Taxes that 
Acquiree is or was required by law to withhold or collect have been duly withheld or collected 
and, to the extent required, have been paid to the proper Governmental Entity. 

(c) Acquiree: (i) is not a “consenting corporation” within the meaning of 
Section 341(f) of the Code, and none of the assets of Acquiree are subject to an election under 
Section 341(f) of the Code; (ii) has not been a United States real property holding corporation 
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within the meaning of Section 897(c)(2) of the Code during the applicable period specified in 
Section 897(c)(l)(A)(ii) of the Code; (iii) has not made any payments, is not obligated to make 
any payments, nor is it a party to any agreement that could obligate it to make any payments that 
may be treated as an “excess parachute payment” under Section 280G of the Code; (iv) has no 
actual or potential liability for any Taxes of any person (other than Acquiree) under Treasury 
Regulation Section 1.1502-6 (or any similar provision of federal, state, local, or foreign law), or 
as a transferee or successor, by contract, or otherwise; and (v) has not been required to make a 
basis reduction pursuant to Treasury Regulation Section 1.1502-20(b) or Treasury Regulation 
Section 1.337(d)-2(b). 

(d) None of the assets of Acquiree: (i) is property that is required to be treated as 
being owned by any other person pursuant to the provisions of former Section 168(f)(8) of the 
Code; (ii) is “tax-exempt use property” within the meaning of Section 168(h) of the Code; or 
(iii) directly or indirectly secures any debt the interest on which is tax exempt under 
Section 103(a) of the Code. 

(e) Acquiree has not undergone a change in its method of accounting resulting in an 
adjustment to its taxable income pursuant to Section 481 of the Code. 

(f) No state or federal “net operating loss” of Acquiree determined as of the Closing 
Date is subject to limitation on its use pursuant to Section 382 of the Code or comparable 
provisions of state law as a result of any “ownership change” within the meaning of 
Section 382(g) of the Code or comparable provisions of any state law occurring prior to the 
Closing Date.  

2.10 Assets.  Acquiree owns or leases all tangible assets reasonably necessary for the 
conduct of its businesses as presently conducted and as presently proposed to be conducted.  
Each such tangible asset is free from material defects, has been maintained in accordance with 
normal industry practice, is in good operating condition and repair (subject to normal wear and 
tear) and is suitable for the purposes for which it presently is used.  No asset of Acquiree 
(tangible or intangible) is subject to any Security Interest. 

2.11 Owned Real Property.  Acquiree does not own any real property.  

2.12 Real Property Leases.  Acquiree has interests in oil and gas leases comprising 
approximately 2,629 acres in Zavala County, Texas (the “Matthews Lease”) and approximately 
2,637 acres in Zavala County, Texas (the “Murphy Lease”) as set forth in Section 2.12 of the 
Disclosure Schedule.  With respect to each such lease and except as otherwise provided in 
Section 2.12 of the Disclosure Schedule or in the contracts set forth in Section 2.13 of the 
Disclosure Schedule: 

(a) the lease is legal, valid, binding, enforceable and in full force and effect; 

(b) the lease will continue to be legal, valid, binding, enforceable and in full 
force and effect immediately following the Closing in accordance with the terms thereof as in 
effect immediately prior to the Closing; 
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(c) Neither Acquiree nor, to the knowledge of Acquiree, any other party, is in 
breach or violation of, or default under, any such lease, and no event has occurred, is pending or, 
to the knowledge of Acquiree, is threatened, which, after the giving of notice, with lapse of time, 
or otherwise, would constitute a breach or default by Acquiree or, to the knowledge of Acquiree, 
any other party under such lease; 

(d) Acquiree has not assigned, transferred, conveyed, mortgaged, deeded in 
trust or encumbered any interest in the leasehold; and 

(e) to the knowledge of Acquiree, there is no Security Interest, easement, 
covenant or other restriction applicable to the real property subject to such lease, except for 
recorded easements, covenants and other restrictions which do not materially impair the current 
uses or the occupancy by Acquiree of the property subject thereto. 

2.13 Contracts.   

(a) Section 2.13 of the Disclosure Schedule lists the following agreements 
(written or oral) to which Acquiree is a party as of the date of this Agreement: 

(i) any agreement (or group of related agreements) for the lease of 
personal property from or to third parties providing for lease payments in excess 
of $10,000 per annum or having a remaining term longer than 12 months; 

(ii) any agreement (or group of related agreements) for the purchase or 
sale of products or for the furnishing or receipt of services (A) which calls for 
performance over a period of more than one year, (B) which involves more than 
the sum of $10,000, or (C) in which Acquiree has granted manufacturing rights, 
“most favored nation” pricing provisions or exclusive marketing or distribution 
rights relating to any products or territory or has agreed to purchase a minimum 
quantity of goods or services or has agreed to purchase goods or services 
exclusively from a certain party; 

(iii) any agreement which, to the knowledge of Acquiree, establishes a 
partnership or joint venture; 

(iv) any agreement (or group of related agreements) under which it has 
created, incurred, assumed or guaranteed (or may create, incur, assume or 
guarantee) indebtedness (including capitalized lease obligations) involving more 
than $10,000 or under which it has imposed (or may impose) a Security Interest 
on any of its assets, tangible or intangible; 

(v) any agreement concerning confidentiality or noncompetition; 

(vi) any employment or consulting agreement; 

(vii) any agreement involving any officer, director or stockholder of 
Acquiree or any affiliate, as defined in Rule 12b-2 under Exchange Act, thereof 
(an “Affiliate”); 
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(viii) any agreement under which the consequences of a default or 
termination would reasonably be expected to have an Acquiree Material Adverse 
Effect; 

(ix) any agreement which contains any provisions requiring Acquiree 
to indemnify any other party thereto; 

(x) any other agreement (or group of related agreements) either 
involving more than $10,000 or not entered into in the Ordinary Course of 
Business; and 

(xi) any agreement, other than as contemplated by this Agreement, 
relating to the sales of securities of Acquiree to which Acquiree is a party. 

(b) Acquiree has delivered or made available to Acquiror a complete and 
accurate copy of each agreement listed in Section 2.13 of the Disclosure Schedule.  With respect 
to each agreement so listed, and except as set forth in Section 2.13 of the Disclosure Schedule:  
(i) the agreement is legal, valid, binding and enforceable and in full force and effect; (ii) the 
agreement will continue to be legal, valid, binding and enforceable and in full force and effect 
immediately following the Closing in accordance with the terms thereof as in effect immediately 
prior to the Closing; and (iii) Acquiree is not nor, to the knowledge of Acquiree, is any other 
party, in breach or violation of, or default under, any such agreement, and no event has occurred, 
is pending or, to the knowledge of Acquiree, is threatened, which, after the giving of notice, with 
lapse of time, or otherwise, would constitute a breach or default by Acquiree or, to the 
knowledge of Acquiree, any other party under such contract. 

2.14 Accounts Receivable.  All accounts receivable of Acquiree reflected on the 
Acquiree Balance Sheets are valid receivables subject to no setoffs or counterclaims and are 
current and collectible (within 90 days after the date on which it first became due and payable), 
net of the applicable reserve for bad debts on the Acquiree Balance Sheets.  All accounts 
receivable reflected in the financial or accounting records of Acquiree that have arisen since the 
Acquiree Balance Sheet Dates are valid receivables subject to no setoffs or counterclaims and are 
collectible (within 90 days after the date on which it first became due and payable). 

2.15 Powers of Attorney.  There are no outstanding powers of attorney executed on 
behalf of Acquiree. 

2.16 Insurance.  Section 2.16 of the Disclosure Schedule lists each insurance policy 
(including fire, theft, casualty, general liability, workers compensation, business interruption, 
environmental, product liability and automobile insurance policies and bond and surety 
arrangements) to which Acquiree is a party.  Such insurance policies are of the type and in 
amounts customarily carried by organizations conducting businesses or owning assets similar to 
those of Acquiree.  There is no material claim pending under any such policy as to which 
coverage has been questioned, denied or disputed by the underwriter of such policy.  All 
premiums due and payable under all such policies have been paid, Acquiree may not be liable for 
retroactive premiums or similar payments, and Acquiree is otherwise in compliance in all 
material respects with the terms of such policies.  Acquiree has no knowledge of any threatened 
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termination of, or material premium increase with respect to, any such policy.  Each such policy 
will continue to be enforceable and in full force and effect immediately following the Closing in 
accordance with the terms thereof as in effect immediately prior to the Closing. 

2.17 Litigation.  As of the date of this Agreement, there is no action, suit, proceeding, 
claim, arbitration or investigation before any Governmental Entity or before any arbitrator (a 
“Legal Proceeding”) which is pending or has been threatened in writing against Acquiree which 
(a) seeks either damages in excess of $10,000 individually, or $25,000 in the aggregate or (b) if 
determined adversely to Acquiree could have, individually or in the aggregate, an Acquiree 
Material Adverse Effect. 

2.18 Employees.  

(a) To the knowledge of Acquiree, no key employee or group of employees of 
Acquiree has any plans to terminate employment with Acquiree. 

(b) Acquiree is not party to or bound by any collective bargaining agreement, 
nor has any of them experienced any strikes, grievances, claims of unfair labor practices or other 
collective bargaining disputes.  To the knowledge of Acquiree, no organizational effort has been 
made or threatened, either currently or within the past two years, by or on behalf of any labor 
union with respect to employees of Acquiree.  To the knowledge of Acquiree there are no 
circumstances or facts which could individually or collectively give rise to a suit based on 
discrimination of any kind. 

2.19 Employee Benefits.   

(a) For purposes of this Agreement, the following terms shall have the 
following meanings: 

(i) “Employee Benefit Plan” means any “employee pension benefit 
plan” (as defined in Section 3(2) of ERISA), any “employee welfare benefit 
plan” (as defined in Section 3(1) of ERISA), and any other written or oral plan, 
agreement or arrangement involving direct or indirect compensation, including 
without limitation insurance coverage, severance benefits, disability benefits, 
deferred compensation, bonuses, stock options, stock purchase, phantom stock, 
stock appreciation or other forms of incentive compensation or post-retirement 
compensation. 

(ii) “ERISA” means the Employee Retirement Income Security Act of 
1974, as amended. 

(iii) “ERISA Affiliate” means any entity which is, or at any applicable 
time was, a member of (1) a controlled group of corporations (as defined in 
Section 414(b) of the Code), (2) a group of trades or businesses under common 
control (as defined in Section 414(c) of the Code), or (3) an affiliated service 
group (as defined under Section 414(m) of the Code or the regulations under 
Section 414(o) of the Code), any of which includes or included Acquiree. 
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(b) Section 2.19(b) of the Disclosure Schedule contains a complete and 
accurate list of all Employee Benefit Plans maintained, or contributed to, by Acquiree or any 
ERISA Affiliate.  Complete and accurate copies of (i) all Employee Benefit Plans which have 
been reduced to writing, (ii) written summaries of all unwritten Employee Benefit Plans, (iii) all 
related trust agreements, insurance contracts and summary plan descriptions, and (iv) all annual 
reports filed on IRS Form 5500, 5500C or 5500R and (for all funded plans) all plan financial 
statements for the last five plan years for each Employee Benefit Plan, have been delivered or 
made available to Acquiror.  Each Employee Benefit Plan has been administered in all material 
respects in accordance with its terms and each of Acquiree and the ERISA Affiliates has in all 
material respects met its obligations with respect to such Employee Benefit Plan and has made 
all required contributions thereto.  Acquiree, each ERISA Affiliate and each Employee Benefit 
Plan are in compliance in all material respects with the currently applicable provisions of ERISA 
and the Code and the regulations thereunder (including without limitation Section 4980 B of the 
Code, Subtitle K, Chapter 100 of the Code and Sections 601 through 608 and Section 701 et seq. 
of ERISA).  All filings and reports as to each Employee Benefit Plan required to have been 
submitted to the Internal Revenue Service or to the United States Department of Labor have been 
duly submitted. 

(c) To the knowledge of Acquiree, there are no Legal Proceedings (except 
claims for benefits payable in the normal operation of the Employee Benefit Plans and 
proceedings with respect to qualified domestic relations orders) against or involving any 
Employee Benefit Plan or asserting any rights or claims to benefits under any Employee Benefit 
Plan that could give rise to any material liability. 

(d) All the Employee Benefit Plans that are intended to be qualified under 
Section 401(a) of the Code have received determination letters from the Internal Revenue 
Service to the effect that such Employee Benefit Plans are qualified and the plans and the trusts 
related thereto are exempt from federal income taxes under Sections 401(a) and 501(a), 
respectively, of the Code, no such determination letter has been revoked and revocation has not 
been threatened, and no such Employee Benefit Plan has been amended since the date of its most 
recent determination letter or application therefore in any respect, and no act or omission has 
occurred, that would adversely affect its qualification or materially increase its cost.  Each 
Employee Benefit Plan which is required to satisfy Section 401(k)(3) or Section 401(m)(2) of the 
Code has been tested for compliance with, and satisfies the requirements of, Section 401(k)(3) 
and Section 401(m)(2) of the Code for each plan year ending prior to the Closing Date. 

(e) Neither Acquiree nor any ERISA Affiliate has ever maintained an 
Employee Benefit Plan subject to Section 412 of the Code or Title IV of ERISA. 

(f) At no time has Acquiree or any ERISA Affiliate been obligated to 
contribute to any “multiemployer plan” (as defined in Section 4001(a)(3) of ERISA). 

(g) There are no unfunded obligations under any Employee Benefit Plan 
providing benefits after termination of employment to any employee of Acquiree (or to any 
beneficiary of any such employee), including but not limited to retiree health coverage and 
deferred compensation, but excluding continuation of health coverage required to be continued 
under Section 4980B of the Code or other applicable law and insurance conversion privileges 
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under state law.  The assets of each Employee Benefit Plan which is funded are reported at their 
fair market value on the books and records of such Employee Benefit Plan. 

(h) No act or omission has occurred and no condition exists with respect to 
any Employee Benefit Plan maintained by Acquiree or any ERISA Affiliate that would subject 
Acquiree or any ERISA Affiliate to (i) any material fine, penalty, tax or liability of any kind 
imposed under ERISA or the Code or (ii) any contractual indemnification or contribution 
obligation protecting any fiduciary, insurer or service provider with respect to any Employee 
Benefit Plan. 

(i) No Employee Benefit Plan is funded by, associated with or related to a 
“voluntary employee’s beneficiary association” within the meaning of Section 501(c)(9) of the 
Code. 

(j) Each Employee Benefit Plan is amendable and terminable unilaterally by 
Acquiree at any time without liability to Acquiree as a result thereof and no Employee Benefit 
Plan, plan documentation or agreement, summary plan description or other written 
communication distributed generally to employees by its terms prohibits Acquiree from 
amending or terminating any such Employee Benefit Plan. 

(k) Section 2.19(k) of the Disclosure Schedule discloses each: (i) agreement 
with any stockholder, director, executive officer or other key employee of Acquiree (A) the 
benefits of which are contingent, or the terms of which are materially altered, upon the 
occurrence of a transaction involving Acquiree of the nature of any of the transactions 
contemplated by this Agreement, (B) providing any term of employment or compensation 
guarantee or (C) providing severance benefits or other benefits after the termination of 
employment of such director, executive officer or key employee; (ii) agreement, plan or 
arrangement under which any person may receive payments from Acquiree that may be subject 
to the tax imposed by Section 4999 of the Code or included in the determination of such person’s 
“parachute payment” under Section 280G of the Code; and (iii) agreement or plan binding 
Acquiree, including without limitation any stock option plan, stock appreciation right plan, 
restricted stock plan, stock purchase plan, severance benefit plan or Employee Benefit Plan, any 
of the benefits of which will be increased, or the vesting of the benefits of which will be 
accelerated, by the occurrence of any of the transactions contemplated by this Agreement or the 
value of any of the benefits of which will be calculated on the basis of any of the transactions 
contemplated by this Agreement.  The accruals for vacation, sickness and disability expenses are 
accounted for on Acquiree Balance Sheet and are adequate and materially reflect the expenses 
associated therewith in accordance with GAAP. 

2.20 Environmental Matters.   

(a) Acquiree has complied with all applicable Environmental Laws (as 
defined below), except for violations of Environmental Laws that, individually or in the 
aggregate, have not had and would not reasonably be expected to have an Acquiree Material 
Adverse Effect.  There is no pending or, to the knowledge of Acquiree, threatened civil or 
criminal litigation, written notice of violation, formal administrative proceeding, or investigation, 
inquiry or information request by any Governmental Entity, relating to any Environmental Law 
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involving Acquiree, except for litigation, notices of violations, formal administrative proceedings 
or investigations, inquiries or information requests that, individually or in the aggregate, have not 
had and would not reasonably be expected to have an Acquiree Material Adverse Effect.  For 
purposes of this Agreement, “Environmental Law” means any federal, state or local law, statute, 
rule or regulation or the common law relating to the environment, including without limitation 
any statute, regulation, administrative decision or order pertaining to (i) treatment, storage, 
disposal, generation and transportation of industrial, toxic or hazardous materials or substances 
or solid or hazardous waste; (ii) air, water and noise pollution; (iii) groundwater and soil 
contamination; (iv) the release or threatened release into the environment of industrial, toxic or 
hazardous materials or substances, or solid or hazardous waste, including without limitation 
emissions, discharges, injections, spills, escapes or dumping of pollutants, contaminants or 
chemicals; (v) the protection of wild life, marine life and wetlands, including without limitation 
all endangered and threatened species; (vi) storage tanks, vessels, containers, abandoned or 
discarded barrels, and other closed receptacles; (vii) health and safety of employees and other 
persons; and (viii) manufacturing, processing, using, distributing, treating, storing, disposing, 
transporting or handling of materials regulated under any law as pollutants, contaminants, toxic 
or hazardous materials or substances or oil or petroleum products or solid or hazardous waste.  
As used above, the terms “release” and “environment” shall have the meaning set forth in the 
Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended 
(“CERCLA”). 

(b) Set forth in Section 2.20(b) of the Disclosure Schedule is a list of all 
documents (whether in hard copy or electronic form) that contain any environmental reports, 
investigations and audits relating to premises currently or previously owned or operated by 
Acquiree (whether conducted by or on behalf of Acquiree or a third party, and whether done at 
the initiative of Acquiree or directed by a Governmental Entity or other third party) which were 
issued or conducted during the past five years and which Acquiree has possession of or access to.  
A complete and accurate copy of each such document has been provided to Acquiror. 

(c) To the knowledge of Acquiree, there is no material environmental liability 
with respect to any solid or hazardous waste transporter or treatment, storage or disposal facility 
that has been used by Acquiree. 

2.21 Legal Compliance. Acquiree, and the conduct and operations of its business, is 
in compliance with each applicable law (including rules and regulations thereunder) of any 
federal, state, local or foreign government, or any Governmental Entity, except for any violations 
or defaults that, individually or in the aggregate, have not had and would not reasonably be 
expected to have an Acquiree Material Adverse Effect. 

2.22 RESERVED.  

2.23 Permits.  Section 2.23 of the Disclosure Schedule sets forth a list of all material 
permits, licenses, registrations, certificates, orders or approvals from any Governmental Entity 
(including without limitation those issued or required under Environmental Laws and those 
relating to the occupancy or use of owned or leased real property) (“Permits”) issued to or held 
by Acquiree.  Such listed Permits are the only material Permits that are required for Acquiree to 
conduct its business as presently conducted except for those the absence of which, individually 
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or in the aggregate, have not had and would not reasonably be expected to have an Acquiree 
Material Adverse Effect.  Each such Permit is in full force and effect and, to the knowledge of 
Acquiree, no suspension or cancellation of such Permit is threatened and, to the knowledge of 
Acquiree, there is no reasonable basis for believing that such Permit will not be renewable upon 
expiration.  Each such Permit will continue in full force and effect immediately following the 
Closing. 

2.24 Certain Business Relationships With Affiliates.  Except as listed in Section 2.24 
of the Disclosure Schedule, no Affiliate of Acquiree (a) owns any material property or right, 
tangible or intangible, which is used in the business of Acquiree, (b) has any claim or cause of 
action against Acquiree, or (c) owes any money to, or is owed any money by, Acquiree.  
Section 2.24 of the Disclosure Schedule describes any transactions involving the receipt or 
payment in excess of $10,000 in any fiscal year between Acquiree and any Affiliate thereof 
which have occurred or existed since the Organization Date, other than employment agreements. 

2.25 Brokers’ Fees.  Acquiree does not have any liability or obligation to pay any fees 
or commissions to any broker, finder or agent with respect to the transactions contemplated by 
this Agreement, except as listed in Section 2.25 of the Disclosure Schedule. 

2.26 Books and Records.  The minute books and other similar records of Acquiree 
contain complete and accurate records, in all material respects, of all actions taken at any 
meetings of Acquiree’s stockholders, board of directors or any committees thereof and of all 
written consents executed in lieu of the holding of any such meetings.   

2.27 Intellectual Property.  Acquiree owns no intellectual property. 

2.28 Disclosure.  No representation or warranty by Acquiree contained in this 
Agreement, and no statement contained in the Disclosure Schedule or any other document, 
certificate or other instrument delivered or to be delivered by or on behalf of Acquiree pursuant 
to this Agreement, contains or will contain any untrue statement of a material fact or omits or 
will omit to state any material fact necessary, in light of the circumstances under which it was or 
will be made, in order to make the statements herein or therein not misleading.  Acquiree has 
disclosed to Acquiror all material information relating to the business of Acquiree or the 
transactions contemplated by this Agreement. 

2.29 Duty to Make Inquiry.  To the extent that any of the representations or 
warranties in this Article II are qualified by “knowledge” or “belief,” Acquiree represents and 
warrants that it has made due and reasonable inquiry and investigation concerning the matters to 
which such representations and warranties relate, including, but not limited to, diligent inquiry 
by its directors, officers and key personnel. 

ARTICLE III 
REPRESENTATIONS AND WARRANTIES OF ACQUIROR 

Acquiror represents and warrants to Acquiree and the Members that the statements 
contained in this Article III are true and correct, except as set forth in the disclosure schedule 
provided by Acquiror to Acquiree on the date hereof and accepted in writing by Acquiree (the 
“Acquiror Disclosure Schedule”).  The Acquiror Disclosure Schedule shall be arranged in 
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paragraphs corresponding to the numbered and lettered paragraphs contained in this Article III, 
and except to the extent that it is clear from the context thereof that such disclosure also applies 
to any other paragraph, the disclosures in any paragraph of Acquiror Disclosure Schedule shall 
qualify only the corresponding paragraph in this Article III.  For purposes of this Article III, the 
phrase “to the knowledge of Acquiror” or any phrase of similar import shall be deemed to refer 
to the actual knowledge of the executive officers of Acquiror, as well as any other knowledge 
which such executive officers would have possessed had they made reasonable inquiry with 
respect to the matter in question. 

3.1 Organization, Qualification and Corporate Power.  Acquiror is a corporation 
duly organized, validly existing and in good standing under the laws of Ontario, Canada.  
Acquiror is duly qualified to conduct business and is in corporate and tax good standing under 
the laws of each jurisdiction in which the nature of its businesses or the ownership or leasing of 
its properties requires such qualification, except where the failure to be so qualified or in good 
standing would not have an Acquiror Material Adverse Effect (as defined below).  Acquiror has 
all requisite corporate power and authority to carry on the businesses in which it is engaged and 
to own and use the properties owned and used by it.  Acquiror has furnished or made available 
to Acquiree and the Members complete and accurate copies of its articles of incorporation and 
bylaws, and the organizational documents of the Acquiror Subsidiaries.  Neither Acquiror nor 
any Acquiror Subsidiary is in default under or in violation of any provision of its articles of 
incorporation, as amended to date, or its bylaws, as amended to date.  For purposes of this 
Agreement, “Acquiror Material Adverse Effect” means a material adverse effect on the assets, 
business, condition (financial or otherwise), results of operations or future prospects of 
Acquiror and its Subsidiaries, taken as a whole. 

3.2 Capitalization.  The authorized capital stock of Acquiror consists of an unlimited 
number of shares of Acquiror Common Stock, of which 26,332,559 shares are issued and 
outstanding as of the date of this Agreement and unlimited number of non-participating, non-
dividend paying, voting, redeemable preferred shares (the “Preferred Shares”), of which no 
shares are issued and outstanding. As of the date of this Agreement, the Acquiror also has 
warrants outstanding to purchase 14,735,820 shares of Acquiror common stock and an 
obligation to issue 500,000 warrants on December 10, 2010 (333,667 at $1.00 per share and 
166,333 at $1.50 per share) and 500,000 warrants on June 10, 2011 (333,666 at $1.00 per share 
and 166,334 at $1.50 per share). The Acquiror Common Stock is presently quoted on the 
OTCBB under the symbol EFRDF and is not presently subject to any notice of suspension or 
delisting.  All of the issued and outstanding shares of Acquiror Common Stock are duly 
authorized, validly issued, fully paid, nonassessable and free of all preemptive rights.  Except as 
set forth herein or in Acquiror’s SEC filings, there are no outstanding or authorized options, 
warrants, rights, agreements or commitments to which Acquiror is a party or which are binding 
upon Acquiror providing for the issuance or redemption of any of its capital stock.  There is no 
outstanding or authorized stock appreciation, phantom stock or similar rights with respect to 
Acquiror.  There are no agreements to which Acquiror is a party or by which it is bound with 
respect to the voting (including without limitation voting trusts or proxies), registration under 
the Securities Act, or sale or transfer (including without limitation agreements relating to pre-
emptive rights, rights of first refusal, co-sale rights or “drag-along” rights) of any securities of 
Acquiror.  Except as set forth in Acquiror’s SEC filings, there are no agreements among other 
parties, to which Acquiror is not a party and by which it is not bound, with respect to the voting 
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(including without limitation voting trusts or proxies) or sale or transfer (including without 
limitation agreements relating to rights of first refusal, co-sale rights or “drag-along” rights) of 
any securities of Acquiror.  All of the issued and outstanding shares of Acquiror Common 
Stock were issued in compliance with applicable federal and state securities laws.  The Unit 
Shares to be issued at the Closing pursuant to Section 1.4 hereof, when issued and delivered in 
accordance with the terms hereof, shall be duly and validly issued, fully paid and nonassessable 
and free of all preemptive rights and will be issued in compliance with applicable federal and 
state securities laws.  

3.3 Authorization of Transaction.  Acquiror has all requisite power and authority to 
execute and deliver this Agreement and to perform its obligations hereunder and thereunder.  
The execution and delivery by Acquiror of this Agreement and the agreements contemplated 
hereby (collectively, the “Transaction Documentation”), and the consummation by Acquiror of 
the transactions contemplated hereby have been duly and validly authorized by all necessary 
corporate action on the part of Acquiror.  This Agreement has been duly and validly executed 
and delivered by Acquiror and constitutes a valid and binding obligation of Acquiror, 
enforceable against Acquiror in accordance with its terms. 

3.4 Noncontravention.  Neither the execution and delivery by Acquiror of this 
Agreement or the Transaction Documentation, nor the consummation by Acquiror of the 
transactions contemplated hereby or thereby, will (a) conflict with or violate any provision of 
the articles of incorporation or bylaws of Acquiror, (b) require on the part of Acquiror any 
filing with, or permit, authorization, consent or approval of, any Governmental Entity, 
(c) conflict with, result in breach of, constitute (with or without due notice or lapse of time or 
both) a default under, result in the acceleration of obligations under, create in any Party any 
right to terminate, modify or cancel, or require any notice, consent or waiver under, any 
contract or instrument to which Acquiror is a party or by which either is bound or to which any 
of their assets are subject, except for (i) any conflict, breach, default, acceleration, termination, 
modification or cancellation which would not have an Acquiror Material Adverse Effect and 
would not adversely affect the consummation of the transactions contemplated hereby or 
(ii) any notice, consent or waiver the absence of which would not have an Acquiror Material 
Adverse Effect and would not adversely affect the consummation of the transactions 
contemplated hereby, (d) result in the imposition of any Security Interest upon any assets of 
Acquiror or (e) violate any order, writ, injunction, decree, statute, rule or regulation applicable 
to Acquiror or any of its properties or assets. 

3.5 Subsidiaries. 

(a) Acquiror has no Subsidiaries other than 1354166 Alberta Ltd., an Alberta 
Canada corporation (“Alberta Ltd.”). 

(b) Acquiror does not control directly or indirectly or have any direct or 
indirect participation or similar interest in any corporation, partnership or limited liability 
company, trust or business association which is not a Subsidiary. 

3.6 Acquiror Information.  Acquiror has furnished or made available to Acquiree 
and the Members all information respecting Acquiror requested by them including information 
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contained in its SEC reports and with respect to the listing of the Acquiror Common Stock on 
the OTCBB.  

3.7 Compliance with Laws.  Each of Acquiror and its Subsidiaries: 

(a) and the conduct and operations of their respective businesses, are in 
compliance with each applicable law (including rules and regulations thereunder) of any federal, 
state, local or foreign government, or any Governmental Entity, except for any violations or 
defaults that, individually or in the aggregate, have not had and would not reasonably be 
expected to have an Acquiror Material Adverse Effect; 

(b) has complied with all federal and state securities laws and regulations; 

(c) has not, and the past and present officers, directors and Affiliates of 
Acquiror have not, been the subject of, nor does any officer or director of Acquiror have any 
reason to believe that Acquiror or any of its officers, directors or Affiliates will be the subject of, 
any civil or criminal proceeding or investigation by any federal or state agency alleging a 
violation of securities laws; 

(d) has not been the subject of any voluntary or involuntary bankruptcy 
proceeding during the past 5 years, nor has it been a party to any material litigation during the 
past 5 years; 

(e) has not, and the past and present officers, directors and Affiliates have not, 
been the subject of, nor does any officer or director of Acquiror have any reason to believe that 
Acquiror or any of its officers, directors or affiliates will be the subject of, any civil, criminal or 
administrative investigation or proceeding brought by any federal or state agency having 
regulatory authority over such entity or person; 

3.8 Financial Statements.  Acquiror has provided or made available to Acquiree the 
unaudited financial statements of Acquiror (the “Acquiror Financial Statements”) as of May 31, 
2010 (the “Acquiror Balance Sheet Date”) which (i) complied as to form in all material respects 
with applicable accounting requirements and, as appropriate, the published rules and 
regulations of the SEC with respect thereto, (ii) were prepared in accordance with Canadian 
GAAP applied on a consistent basis throughout the periods covered thereby (except as may be 
indicated therein or in the notes thereto), and (iii) fairly present the consolidated financial 
condition, results of operations and cash flows of Acquiror as of the respective dates thereof 
and for the periods referred to therein.  

3.9 Absence of Certain Changes.  Since the Acquiror Balance Sheet Date, and 
except as set forth in Acquiror’s SEC filings, (a) there has occurred no event or development 
which, individually or in the aggregate, has had, or could reasonably be expected to have in the 
future, an Acquiror Material Adverse Effect and (b) Acquiror has not taken any or the actions 
set forth in paragraphs (a) through (l) of Section 4.7.  

3.10 Litigation.  As of the date of this Agreement, there is no Legal Proceeding which 
is pending or, to Acquiror’s knowledge, threatened against Acquiror or any Subsidiary of 
Acquiror which, if determined adversely to Acquiror or such Subsidiary, could have, 
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individually or in the aggregate, a Acquiror Material Adverse Effect or which in any manner 
challenges or seeks to prevent, enjoin, alter or delay the transactions contemplated by this 
Agreement. For purposes of this Section 3.10, any such pending or threatened Legal 
Proceedings where the amount at issue exceeds or could reasonably be expected to exceed the 
lesser of $25,000 per Legal Proceeding or $50,000 in the aggregate shall be considered to 
possibly result in an Acquiror Material Adverse Effect hereunder.  

3.11 Undisclosed Liabilities.  None of Acquiror and its Subsidiaries has any liability 
(whether known or unknown, whether absolute or contingent, whether liquidated or 
unliquidated and whether due or to become due), except for (a) liabilities shown on the balance 
sheet contained in the Acquiror Financial Statements, (b) liabilities which have arisen since the 
date of the balance sheet contained in the Acquiror Financial Statements in the Ordinary Course 
of Business which do not exceed $10,000 and (c) contractual and other liabilities incurred in the 
Ordinary Course of Business which are not required by GAAP to be reflected on a balance 
sheet.  

3.12 Tax Matters. 

(a) Except as set forth in Schedule 3.12(a), each of Acquiror and the 
Subsidiaries has filed on a timely basis all Tax Returns that it was required to file, and all such 
Tax Returns were complete and accurate in all material respects. Neither Acquiror nor any 
Subsidiary is or has ever been a member of a group of corporations with which it has filed (or 
been required to file) consolidated, combined or unitary Tax Returns, other than a group of 
which only Acquiror and the Subsidiaries are or were members.  Each of Acquiror and Acquiror 
Subsidiaries has paid on a timely basis all Taxes that were due and payable.  The unpaid Taxes 
of Acquiror and Acquiror Subsidiaries for tax periods through the date of the balance sheet 
contained in the Acquiror Pink Sheets Financial Statements do not exceed the accruals and 
reserves for Taxes (excluding accruals and reserves for deferred Taxes established to reflect 
timing differences between book and Tax income) set forth on such balance sheet.  Neither 
Acquiror nor any Acquiror Subsidiary has any actual or potential liability for any Tax obligation 
of any taxpayer (including without limitation any affiliated group of corporations or other 
entities that included Acquiror or any Acquiror Subsidiary during a prior period) other than 
Acquiror and Acquiror Subsidiaries.  All Taxes that Acquiror or any Acquiror Subsidiary is or 
was required by law to withhold or collect have been duly withheld or collected and, to the 
extent required, have been paid to the proper Governmental Entity. 

(b) Neither Acquiror nor any Acquiror Subsidiary: (i) is a “consenting 
corporation” within the meaning of Section 341(f) of the Code, and none of the assets of 
Acquiror or Acquiror Subsidiaries are subject to an election under Section 341(f) of the Code; 
(ii) has been a United States real property holding corporation within the meaning of 
Section 897(c)(2) of the Code during the applicable period specified in Section 897(c)(l)(A)(ii) 
of the Code; (iii) has made any payments, is obligated to make any payments, or is a party to any 
agreement that could obligate it to make any payments that may be treated as an “excess 
parachute payment” under Section 280G of the Code; (iv) has any actual or potential liability for 
any Taxes of any person (other than Acquiror and its Subsidiaries) under Treasury Regulation 
Section 1.1502-6 (or any similar provision of federal, state, local, or foreign law), or as a 
transferee or successor, by contract, or otherwise; or (v) is or has been required to make a basis 
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reduction pursuant to Treasury Regulation Section 1.1502-20(b) or Treasury Regulation 
Section 1.337(d)-2(b). 

(c) None of the assets of Acquiror or any Subsidiary: (i) is property that is 
required to be treated as being owned by any other person pursuant to the provisions of former 
Section 168(f)(8) of the Code; (ii) is “tax-exempt use property” within the meaning of 
Section 168(h) of the Code; or (iii) directly or indirectly secures any debt the interest on which is 
tax exempt under Section 103(a) of the Code. 

(d) Neither Acquiror nor any Subsidiary has undergone a change in its method 
of accounting resulting in an adjustment to its taxable income pursuant to Section 481 of the 
Code. 

3.13 Assets.  Acquiror owns or leases all tangible assets necessary for the conduct of 
its businesses as presently conducted and as presently proposed to be conducted.  Each such 
tangible asset is free from material defects, has been maintained in accordance with normal 
industry practice, is in good operating condition and repair (subject to normal wear and tear) 
and is suitable for the purposes for which it presently is used.  Except as disclosed in Acquiror’s 
SEC filings, no asset of Acquiror (tangible or intangible) is subject to any Security Interest. 

3.14 Owned Real Property.  Acquiror owns no real property.   

3.15 Real Property Leases.  The Acquiror’s SEC filings disclose all real property 
leases and subleases of Acquiror or any Acquiror Subsidiary involving annual payments of 
$50,000 or more and disclose the terms of each such lease, any extension and expansion 
options, and the rent payable thereunder. With respect to each such lease and sublease: 

(a) the lease or sublease is legal, valid, binding, enforceable and in full force 
and effect; 

(b) the lease or sublease will continue to be legal, valid, binding, enforceable 
and in full force and effect immediately following the Closing in accordance with the terms 
thereof as in effect immediately prior to the Closing; 

(c) neither Acquiror nor any Acquiror Subsidiary nor, to the knowledge of 
Acquiror, any other party, is in breach or violation of, or default under, any such lease or 
sublease, and no event has occurred, is pending or, to the knowledge of Acquiror, is threatened, 
which, after the giving of notice, with lapse of time, or otherwise, would constitute a breach or 
default by Acquiror or any Acquiror Subsidiary or, to the knowledge of Acquiror, any other 
party under such lease or sublease; 

(d) neither Acquiror nor any Acquiror Subsidiary has assigned, transferred, 
conveyed, mortgaged, deeded in trust or encumbered any interest in the leasehold or 
subleasehold; and 

(e) Acquiror is not aware of any Security Interest, easement, covenant or 
other restriction applicable to the real property subject to such lease, except for recorded 
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easements, covenants and other restrictions which do not materially impair the current uses or 
the occupancy by Acquiror or an Acquiror Subsidiary of the property subject thereto. 

3.16 Contracts.   

(a) Acquiror’s filings with the Securities and Exchange Commission (the 
“Acquiror SEC Filings”) disclose all contracts and agreements (written or oral) of Acquiror and 
any Acquiror Subsidiary involving payments of $50,000 or more to which Acquiror or any 
Acquiror Subsidiary is a party as of the date of this Agreement including: 

(i) any agreement (or group of related agreements) for the lease of 
personal property from or to third parties; 

(ii) any agreement (or group of related agreements) for the purchase or 
sale of products or for the furnishing or receipt of services; 

(iii) any agreement establishing a partnership or joint venture; 

(iv) any agreement (or group of related agreements) under which it has 
created, incurred, assumed or guaranteed (or may create, incur, assume or 
guarantee) indebtedness (including capitalized lease obligations) or under which it 
has imposed (or may impose) a Security Interest on any of its assets, tangible or 
intangible; 

(v) any agreement concerning confidentiality or noncompetition; 

(vi) any employment or consulting agreement; 

(vii) any agreement involving any current or former officer, director or 
stockholder of Acquiror or any Affiliate thereof; 

(viii) any agreement under which the consequences of a default or 
termination would reasonably be expected to have an Acquiror Material Adverse 
Effect; 

(ix) any agreement which contains any provisions requiring Acquiror 
or any Acquiror Subsidiary to indemnify any other party thereto (excluding 
indemnities contained in agreements for the purchase, sale or license of products 
entered into in the Ordinary Course of Business); 

(x) any other agreement (or group of related agreements) not entered 
into in the Ordinary Course of Business; and 

(xi) any agreement, other than as contemplated by the Private 
Placement Offering and this Agreement, relating to the sales of securities of 
Acquiror or any Acquiror Subsidiary to which Acquiror or such Subsidiary is a 
party. 
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(b) With respect to each agreement so disclosed: (i) the agreement is legal, 
valid, binding and enforceable and in full force and effect; (ii) the agreement will continue to be 
legal, valid, binding and enforceable and in full force and effect immediately following the 
Closing in accordance with the terms thereof as in effect immediately prior to the Closing; and 
(iii) neither Acquiror nor any Acquiror Subsidiary nor, to the knowledge of Acquiror, any other 
party, is in breach or violation of, or default under, any such agreement, and no event has 
occurred, is pending or, to the knowledge of Acquiror, is threatened, which, after the giving of 
notice, with lapse of time, or otherwise, would constitute a breach or default by Acquiror or any 
Acquiror Subsidiary or, to the knowledge of Acquiror, any other party under such contract. 

3.17 Accounts Receivable.  All accounts receivable of Acquiror and the Subsidiaries 
reflected in the Acquiror Financial Statements are valid receivables subject to no setoffs or 
counterclaims and are current and collectible (within 90 days after the date on which it first 
became due and payable), net of the applicable reserve for bad debts on the balance sheet 
contained in the Acquiror Financial Statements.  All accounts receivable reflected in the 
financial or accounting records of Acquiror that have arisen since the date of the balance sheet 
contained in the Acquiror Financial Statements are valid receivables subject to no setoffs or 
counterclaims and are collectible (within 90 days after the date on which it first became due and 
payable), net of a reserve for bad debts in an amount proportionate to the reserve shown on the 
balance sheet contained in Acquiror Financial Statements.  

3.18 Powers of Attorney.  There are no outstanding powers of attorney executed on 
behalf of Acquiror or any Acquiror Subsidiary. 

3.19 Insurance.  Section 3.19 of Acquiror Disclosure Schedule lists each insurance 
policy (including fire, theft, casualty, general liability, workers compensation, business 
interruption, environmental, product liability and automobile insurance policies and bond and 
surety arrangements) to which Acquiror or any Acquiror Subsidiary is a party.  Such insurance 
policies are of the type and in amounts customarily carried by organizations conducting 
businesses or owning assets similar to those of Acquiror and Acquiror Subsidiaries.  There is no 
material claim pending under any such policy as to which coverage has been questioned, denied 
or disputed by the underwriter of such policy.  All premiums due and payable under all such 
policies have been paid, neither Acquiror nor any Acquiror Subsidiary may be liable for 
retroactive premiums or similar payments, and Acquiror and Acquiror Subsidiaries are 
otherwise in compliance in all material respects with the terms of such policies.  Acquiror has 
no knowledge of any threatened termination of, or material premium increase with respect to, 
any such policy.  Each such policy will continue to be enforceable and in full force and effect 
immediately following the Closing in accordance with the terms thereof as in effect 
immediately prior to the Closing. 

3.20 Warranties.  No product or service sold or delivered by Acquiror or any 
Acquiror Subsidiary is subject to any guaranty, warranty, right of credit or other indemnity. 
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3.21 Employees.   

(a) The Acquiror SEC Filings disclose all employees of Acquiror and each 
Acquiror Subsidiary whose annual rate of compensation exceeds $50,000 per year, along with 
the position and the annual rate of compensation of each such person.  

(b) Neither Acquiror nor any Acquiror Subsidiary is a party to or bound by 
any collective bargaining agreement, nor have any of them experienced any strikes, grievances, 
claims of unfair labor practices or other collective bargaining disputes.  Acquiror has no 
knowledge of any organizational effort made or threatened, either currently or since the date of 
organization of Acquiror, by or on behalf of any labor union with respect to employees of 
Acquiror or any Acquiror Subsidiary. 

3.22 Employee Benefits.   

(a) The Acquiror SEC Filings contain a complete and accurate list of all 
Employee Benefit Plans maintained, or contributed to, by Acquiror, any Acquiror Subsidiary or 
any ERISA Affiliate.  Complete and accurate copies of (i) all Employee Benefit Plans which 
have been reduced to writing, (ii) written summaries of all unwritten Employee Benefit Plans, 
(iii) all related trust agreements, insurance contracts and summary plan descriptions, and (iv) all 
annual reports filed on IRS Form 5500, 5500C or 5500R and (for all funded plans) all plan 
financial statements for the last five plan years for each Employee Benefit Plan, have been 
delivered or made available to Acquiree and the Shareholders.  Each Employee Benefit Plan has 
been administered in all material respects in accordance with its terms and each of Acquiror, 
Acquiror Subsidiaries and the ERISA Affiliates has in all material respects met its obligations 
with respect to such Employee Benefit Plan and has made all required contributions thereto.  
Acquiror, each Subsidiary of Acquiror, each ERISA Affiliate and each Employee Benefit Plan 
are in compliance in all material respects with the currently applicable provisions of ERISA and 
the Code and the regulations thereunder (including without limitation Section 4980 B of the 
Code, Subtitle K, Chapter 100 of the Code and Sections 601 through 608 and Section 701 et seq. 
of ERISA).  All filings and reports as to each Employee Benefit Plan required to have been 
submitted to the Internal Revenue Service or to the United States Department of Labor have been 
duly submitted. 

(b) To the knowledge of Acquiror, there are no Legal Proceedings (except 
claims for benefits payable in the normal operation of the Employee Benefit Plans and 
proceedings with respect to qualified domestic relations orders) against or involving any 
Employee Benefit Plan or asserting any rights or claims to benefits under any Employee Benefit 
Plan that could give rise to any material liability. 

(c) All the Employee Benefit Plans that are intended to be qualified under 
Section 401(a) of the Code have received determination letters from the Internal Revenue 
Service to the effect that such Employee Benefit Plans are qualified and the plans and the trusts 
related thereto are exempt from federal income taxes under Sections 401(a) and 501(a), 
respectively, of the Code, no such determination letter has been revoked and revocation has not 
been threatened, and no such Employee Benefit Plan has been amended since the date of its most 
recent determination letter or application therefor in any respect, and no act or omission has 
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occurred, that would adversely affect its qualification or materially increase its cost.  Each 
Employee Benefit Plan which is required to satisfy Section 401(k)(3) or Section 401(m)(2) of the 
Code has been tested for compliance with, and satisfies the requirements of, Section 401(k)(3) 
and Section 401(m)(2) of the Code for each plan year ending prior to the Closing Date. 

(d) Neither Acquiror, any Acquiror Subsidiary, nor any ERISA Affiliate has 
ever maintained an Employee Benefit Plan subject to Section 412 of the Code or Title IV of 
ERISA. 

(e) At no time has Acquiror, any Acquiror Subsidiary or any ERISA Affiliate 
been obligated to contribute to any “multiemployer plan” (as defined in Section 4001(a)(3) of 
ERISA). 

(f) There are no unfunded obligations under any Employee Benefit Plan 
providing benefits after termination of employment to any employee of Acquiror or any 
Acquiror Subsidiary (or to any beneficiary of any such employee), including but not limited to 
retiree health coverage and deferred compensation, but excluding continuation of health 
coverage required to be continued under Section 4980B of the Code or other applicable law and 
insurance conversion privileges under state law.  The assets of each Employee Benefit Plan 
which is funded are reported at their fair market value on the books and records of such 
Employee Benefit Plan. 

(g) No act or omission has occurred and no condition exists with respect to 
any Employee Benefit Plan maintained by Acquiror, any Acquiror Subsidiary or any ERISA 
Affiliate that would subject Acquiror, any Acquiror Subsidiary or any ERISA Affiliate to (i) any 
material fine, penalty, tax or liability of any kind imposed under ERISA or the Code or (ii) any 
contractual indemnification or contribution obligation protecting any fiduciary, insurer or service 
provider with respect to any Employee Benefit Plan. 

(h) No Employee Benefit Plan is funded by, associated with or related to a 
“voluntary employee’s beneficiary association” within the meaning of Section 501(c)(9) of the 
Code. 

(i) Each Employee Benefit Plan is amendable and terminable unilaterally by 
Acquiror at any time without liability to Acquiror as a result thereof and no Employee Benefit 
Plan, plan documentation or agreement, summary plan description or other written 
communication distributed generally to employees by its terms prohibits Acquiror from 
amending or terminating any such Employee Benefit Plan. 

(j) The Acquiror SEC Filings disclose each:  (i) agreement with any 
stockholder, director, executive officer or other key employee of Acquiror or any Acquiror 
Subsidiary (A) the benefits of which are contingent, or the terms of which are materially altered, 
upon the occurrence of a transaction involving Acquiror or any Acquiror Subsidiary of the nature 
of any of the transactions contemplated by this Agreement, (B) providing any term of 
employment or compensation guarantee or (C) providing severance benefits or other benefits 
after the termination of employment of such director, executive officer or key employee; 
(ii) agreement, plan or arrangement under which any person may receive payments from 
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Acquiror or any Acquiror Subsidiary that may be subject to the tax imposed by Section 4999 of 
the Code or included in the determination of such person’s “parachute payment” under 
Section 280G of the Code; and (iii) agreement or plan binding Acquiror or any Acquiror 
Subsidiary, including without limitation any stock option plan, stock appreciation right plan, 
restricted stock plan, stock purchase plan, severance benefit plan or Employee Benefit Plan, any 
of the benefits of which will be increased, or the vesting of the benefits of which will be 
accelerated, by the occurrence of any of the transactions contemplated by this Agreement or the 
value of any of the benefits of which will be calculated on the basis of any of the transactions 
contemplated by this Agreement.  The accruals for vacation, sickness and disability expenses are 
accounted for on the Most Recent Balance Sheet and are adequate and materially reflect the 
expenses associated therewith in accordance with GAAP. 

3.23 Environmental Matters.   

(a) Each of Acquiror and Acquiror Subsidiaries has complied with all 
applicable Environmental Laws, except for violations of Environmental Laws that, individually 
or in the aggregate, have not had and would not reasonably be expected to have an Acquiror 
Material Adverse Effect.  There is no pending or, to the knowledge of Acquiror, threatened civil 
or criminal litigation, written notice of violation, formal administrative proceeding, or 
investigation, inquiry or information request by any Governmental Entity, relating to any 
Environmental Law involving Acquiror or any Acquiror Subsidiary, except for litigation, notices 
of violations, formal administrative proceedings or investigations, inquiries or information 
requests that, individually or in the aggregate, have not had and would not reasonably be 
expected to have an Acquiror Material Adverse Effect.   

(b) Set forth in Section 3.23(b) of Acquiror Disclosure Schedule is a list of all 
documents (whether in hard copy or electronic form) that contain any environmental reports, 
investigations and audits relating to premises currently or previously owned or operated by 
Acquiror or a Acquiror Subsidiary (whether conducted by or on behalf of Acquiror or a  
Acquiror Subsidiary or a third party, and whether done at the initiative of Acquiror or a Acquiror 
Subsidiary or directed by a Governmental Entity or other third party) which were issued or 
conducted during the past five years and which Acquiror has possession of or access to.  A 
complete and accurate copy of each such document has been provided to Acquiree and the 
Shareholders. 

(c) Acquiror is not aware of any material environmental liability of any solid 
or hazardous waste transporter or treatment, storage or disposal facility that has been used by 
Acquiror or any Acquiror Subsidiary. 

3.24 Permits.  Other than as it relates to Acquirior’s ongoing production in its Botha 
area Alberta, Canada property, Section 3.24 of Acquiror Disclosure Schedule sets forth a list of 
all permits, licenses, registrations, certificates, orders or approvals from any Governmental 
Entity (including without limitation those issued or required under Environmental Laws and 
those relating to the occupancy or use of owned or leased real property) (“Acquiror Permits”) 
issued to or held by Acquiror or any Acquiror Subsidiary.  Such listed Permits are the only 
Acquiror Permits that are required for Acquiror and Acquiror Subsidiaries to conduct their 
respective businesses as presently conducted except for those the absence of which, 
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individually or in the aggregate, have not had and would not reasonably be expected to have an 
Acquiror Material Adverse Effect.  Each such Acquiror Permit is in full force and effect and, to 
the knowledge of Acquiror, no suspension or cancellation of such Acquiror Permit is threatened 
and there is no basis for believing that such Acquiror Permit will not be renewable upon 
expiration.  Each such Acquiror Permit will continue in full force and effect immediately 
following the Closing. 

3.25 Certain Business Relationships With Affiliates.  No Affiliate of Acquiror or of 
any Acquiror Subsidiary (a) owns any property or right, tangible or intangible, which is used in 
the business of Acquiror or any Acquiror Subsidiary, (b) has any claim or cause of action 
against Acquiror or any Acquiror Subsidiary, or (c) owes any money to, or is owed any money 
by, Acquiror or any Acquiror Subsidiary.  

3.26 Brokers’ Fees.  Except as set forth on Section 3.26 of Acquiror Disclosure 
Schedule, Acquiror has no liability or obligation to pay any fees or commissions to any broker, 
finder or agent with respect to the transactions contemplated by this Agreement.  

3.27 Disclosure.  No representation or warranty by Acquiror contained in this 
Agreement or in any of the Transaction Documentation, and no statement contained in the any 
document, certificate or other instrument delivered or to be delivered by or on behalf of 
Acquiror pursuant to this Agreement or therein, contains or will contain any untrue statement of 
a material fact or omits or will omit to state any material fact necessary, in light of the 
circumstances under which it was or will be made, in order to make the statements herein or 
therein not misleading.  Acquiror has disclosed to Acquiree and the Shareholders all material 
information relating to the business of Acquiror or any Acquiror Subsidiary or the transactions 
contemplated by this Agreement. 

3.28 Interested Party Transactions.  To the knowledge of Acquiror, no officer, 
director or stockholder of Acquiror or any “affiliate” (as such term is defined in Rule 12b-2 
under the Exchange Act) or “associate” (as such term is defined in Rule 405 under the 
Securities Act) of any such person currently has or has had, either directly or indirectly, (a) an 
interest in any person that (i) furnishes or sells services or products that are furnished or sold or 
are proposed to be furnished or sold by Acquiror or any Acquiror Subsidiary or (ii) purchases 
from or sells or furnishes to Acquiror or any Acquiror Subsidiary any goods or services, or (b) a 
beneficial interest in any contract or agreement to which Acquiror or any Acquiror Subsidiary is 
a party or by which it may be bound or affected.  Neither Acquiror or any Acquiror Subsidiary 
has extended or maintained credit, arranged for the extension of credit, or renewed an extension 
of credit, in the form of a personal loan to or for any director or executive officer (or equivalent 
thereof) of Acquiror or any Acquiror Subsidiary. 

3.29 Duty to Make Inquiry.  To the extent that any of the representations or 
warranties in this Article III are qualified by “knowledge” or “belief,” Acquiror represents and 
warrants that it has made due and reasonable inquiry and investigation concerning the matters 
to which such representations and warranties relate, including, but not limited to, diligent 
inquiry by its directors, officers and key personnel. 
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3.30 Board Action.  Acquiror’s Board of Directors has unanimously determined that 
the Acquisition is advisable and in the best interests of Acquiror’s stockholders and is on terms 
that are fair to such Acquiror stockholders. 

ARTICLE IV 
COVENANTS 

4.1 Closing Efforts.  Each of the Parties shall use its best efforts, to the extent 
commercially reasonable (“Reasonable Best Efforts”), to take all actions and to do all things 
necessary, proper or advisable to consummate the transactions contemplated by this Agreement 
as soon as practicable, including without limitation using its Reasonable Best Efforts to ensure 
that (i) its representations and warranties remain true and correct in all material respects through 
the Closing Date and (ii) the conditions to the obligations of the other Parties to consummate 
the Acquisition are satisfied. 

4.2 Governmental and Third-Party Notices and Consents. 

(a) Each Party shall obtain, at its expense, all waivers, permits, consents, 
approvals or other authorizations from Governmental Entities, and to effect all registrations, 
filings and notices with or to Governmental Entities, as may be required for such Party to 
consummate the transactions contemplated by this Agreement and to otherwise comply with all 
applicable laws and regulations in connection with the consummation of the transactions 
contemplated by this Agreement. 

(b) Each Party shall obtain, at its expense, all such waivers, consents or 
approvals from third parties, and to give all such notices to third parties, as are required to be 
listed in Section 2.4 and Section 3.4 of the Disclosure Schedule. 

4.3 Operation of Business.  Except as contemplated by this Agreement, during the 
period from the date of this Agreement to the Closing, Acquiree shall conduct its operations in 
the Ordinary Course of Business and in material compliance with all applicable laws and 
regulations and, to the extent consistent therewith, use its Reasonable Best Efforts to preserve 
intact its current business organization, keep its physical assets in good working condition, keep 
available the services of its current officers and employees and preserve its relationships with 
customers, suppliers and others having business dealings with it to the end that its goodwill and 
ongoing business shall not be impaired in any material respect.  Without limiting the generality 
of the foregoing, prior to the Closing, Acquiree shall not, without the written consent of 
Acquiror (which shall not be unreasonably withheld or delayed): 

(a) issue or sell, or redeem or repurchase, any securities of Acquiree, or 
amend any of the terms of its existing securities; 

(b) declare, set aside or pay any dividend or other distribution (whether in 
cash, securities or property or any combination thereof) in respect of its membership interests; 

(c) create, incur or assume any indebtedness in the aggregate amount of more 
than $5,000 (including obligations in respect of capital assets) except in the Ordinary Course of 
Business or in connection with the transactions contemplated by this Agreement; assume, 
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guarantee, endorse or otherwise become liable or responsible (whether directly, contingently or 
otherwise) for the obligations of any other person or entity; or make any loans, advances or 
capital contributions to, or investments in, any other person or entity; 

(d) enter into, adopt or amend any Employee Benefit Plan or any employment 
or severance agreement or arrangement or (except for normal increases in the Ordinary Course of 
Business for employees who are not Affiliates) increase in any manner the compensation or 
fringe benefits of, or materially modify the employment terms of, its directors, officers or 
employees, generally or individually, or pay any bonus or other benefit to its directors, officers 
or employees; 

(e) acquire, sell, lease, license or dispose of any assets or property (including 
without limitation any shares or other equity interests in or securities of any corporation, 
partnership, association or other business organization or division thereof), other than purchases 
and sales of assets in the Ordinary Course of Business; 

(f) mortgage or pledge any of its property or assets or subject any such 
property or assets to any Security Interest; 

(g) discharge or satisfy any Security Interest or pay any obligation or liability 
other than in the Ordinary Course of Business; 

(h) amend its Certificate of Formation, Company Agreement or other 
organizational documents; 

(i) change in any material respect its accounting methods, principles or 
practices, except insofar as may be required by a generally applicable change in GAAP; 

(j) enter into, amend, terminate, take or omit to take any action that would 
constitute a violation of or default under, or waive any rights under, any material contract or 
agreement; 

(k) institute or settle any Legal Proceeding; 

(l) take any action or fail to take any action permitted by this Agreement with 
the knowledge that such action or failure to take action would result in (i) any of the 
representations and warranties of Acquiree set forth in this Agreement becoming untrue or 
(ii) any of the conditions to the Acquisition set forth in Article V not being satisfied;  

(m) commit or expend more than $5,000 in operating expenses other than 
those incurred in the Ordinary Course of Business; 

(n) acquire by merger, amalgamation, consolidation or acquisition, shares or 
assets, of any business operation; 

(o) enter into any new lending agreements or extend or otherwise modify 
existing lending agreements; 
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(p) enter into new leasing arrangements either of real estate or equipment with 
an annual aggregate cost exceeding $5,000; 

(q) employ or dismiss executive personnel or materially change the terms and 
conditions of their employment without prior consultation with Acquiror; or 

(r) agree in writing or otherwise to take any of the foregoing actions. 

4.4 Title Reports.  Prior to Closing, Acquiree shall provide Acquiror with Title 
Reports on the Murphy Lease and Matthews Lease supporting Acquiree’s valid and good title 
thereunder. 

4.5 Acquiree Permits and Licenses.  Prior to Closing, Acquiree shall provide 
Acquiror with evidence that Acquiree is in possession of all drilling permits, surveys, leases, 
insurance, drilling contracts and like documents and agreements required and necessary to 
commence operations to drill a test well on the Matthews Lease in full compliance with the 
terms of the February 8, 2010 Purchase and Sale Agreement, including any amendments thereto 
(the “Purchase and Sale Agreement”) between OGR Energy Corporation (“OGR”) and 
Acquiree, and that Acquiree is in full compliance with all of its obligations under such Purchase 
and Sale Agreement, drilling permits, surveys, leases, insurance, drilling contracts and like 
documents and agreements including its obligations under both the Matthews Lease and 
Murphy Lease. Through the Closing, Acquiree shall meet all requirements and obligations 
imposed upon it under the Murphy Lease and Matthews Lease necessary to maintain Acquiree’s 
rights thereunder including, if applicable, the drilling obligations under the respective leases.  
Acquiree shall provide Acquiror, prior to Closing, with evidence that Acquiree has either 
commenced or is prepared to commence operations to drill a test well on the Matthews Lease or 
obtained an extension of the date by which Acquiree must commence operations to drill a test 
well to the satisfaction of Acquiror and in compliance with its obligations thereunder. 

4.6 Access to Information.   

(a) Acquiree shall permit representatives of Acquiror to have full access (at 
all reasonable times, and in a manner so as not to interfere with the normal business operations of 
Acquiree) to all premises, properties, financial and accounting records, contracts, other records 
and documents, and personnel, of or pertaining to Acquiree. 

(b) Acquiror (i) shall treat and hold as confidential any Acquiree Confidential 
Information (as defined below), (ii) shall not use any of Acquiree Confidential Information 
except in connection with this Agreement, and (iii) if this Agreement is terminated for any 
reason whatsoever, shall immediately and concurrently with such termination, return to Acquiree 
all tangible embodiments (and all copies) thereof which are in its possession.  For purposes of 
this Agreement, “Acquiree Confidential Information” means any information of Acquiree that is 
furnished to Acquiror by Acquiree in connection with this Agreement; provided, however, that it 
shall not include any information (A) which, at the time of disclosure, is available publicly other 
than as a result of disclosure by Acquiror or its directors, officers, employees, agents or advisors, 
(B) which, after disclosure, becomes available publicly through no fault of Acquiror or its 
directors, officers, employees, agents or advisors, (C) which Acquiror knew or to which 
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Acquiror had access prior to disclosure, provided that the source of such information is not 
known by Acquiror to be bound by a confidentiality obligation to Acquiree, or (D) which 
Acquiror rightfully obtains from a source other than Acquiree provided that the source of such 
information is not known by Acquiror to be bound by a confidentiality obligation to Acquiree. 

4.7 Operation of Business.  Except as contemplated by this Agreement, during the 
period from the date of this Agreement to the Closing, Acquiror shall (and shall cause each 
Acquiror Subsidiary to) conduct its operations in the Ordinary Course of Business and in 
material compliance with all applicable laws and regulations and, to the extent consistent 
therewith, use its Reasonable Best Efforts to preserve intact its current business organization, 
keep its physical assets in good working condition, keep available the services of its current 
officers and employees and preserve its relationships with customers, suppliers and others 
having business dealings with it to the end that its goodwill and ongoing business shall not be 
impaired in any material respect.  Without limiting the generality of the foregoing, prior to the 
Closing, Acquiror shall not (and shall cause each Acquiror Subsidiary not to), without written 
notice to Acquiree: 

(a) split, combine or reclassify any shares of its capital stock; declare, set 
aside or pay any dividend or other distribution (whether in cash, stock or property or any 
combination thereof) in respect of its capital stock, except as contemplated by, and in connection 
with, the Stock Split; 

(b) create, incur or assume any indebtedness outside of the Ordinary Course 
of Business (including obligations in respect of capital leases); assume, guarantee, endorse or 
otherwise become liable or responsible (whether directly, contingently or otherwise) for the 
obligations of any other person or entity outside of the Ordinary Course of Business; or make 
any loans, advances or capital contributions to, or investments in, any other person or entity 
outside of the Ordinary Course of Business; 

(c) enter into, adopt or amend any Employee Benefit Plan or any employment 
or severance agreement or arrangement or (except for normal increases in the Ordinary Course of 
Business for employees who are not Affiliates) increase in any manner the compensation or 
fringe benefits of, or materially modify the employment terms of, its directors, officers or 
employees, generally or individually; 

(d) acquire, sell, lease, license or dispose of any assets or property (including 
without limitation any shares or other equity interests in or securities of any Acquiror Subsidiary 
or any corporation, partnership, association or other business organization or division thereof); 

(e) mortgage or pledge any of its property or assets or subject any such 
property or assets to any Security Interest; 

(f) discharge or satisfy any Security Interest or pay any obligation or liability 
other than in the Ordinary Course of Business; 

(g) amend its charter, by-laws or other organizational documents; 
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(h) change in any material respect its accounting methods, principles or 
practices, except insofar as may be required by a generally applicable change in GAAP; 

(i) enter into, amend, terminate, take or omit to take any action that would 
constitute a violation of or default under, or waive any rights under, any material contract or 
agreement; 

(j) institute or settle any Legal Proceeding; 

(k) take any action or fail to take any action permitted by this Agreement with 
the knowledge that such action or failure to take action would result in (i) any of the 
representations and warranties of Acquiror set forth in this Agreement becoming untrue in any 
material respect or (ii) any of the conditions to the Acquisition set forth in Article V not being 
satisfied; or 

(l) agree in writing or otherwise to take any of the foregoing actions. 

4.8 Access to Information.   

(a) Acquiror shall permit representatives of Acquiree to have full access (at 
all reasonable times, and in a manner so as not to interfere with the normal business operations of 
Acquiror) to all premises, properties, financial and accounting records, contracts, other records 
and documents, and personnel, of or pertaining to Acquiror. 

(b) Acquiree (i) shall treat and hold as confidential any Acquiror Confidential 
Information (as defined below), (ii) shall not use any of Acquiror Confidential Information 
except in connection with this Agreement, and (iii) if this Agreement is terminated for any 
reason whatsoever, shall return to Acquiror all tangible embodiments (and all copies) thereof 
which are in its possession.  For purposes of this Agreement, “Acquiror Confidential 
Information” means any information of Acquiror that is furnished to Acquiree by Acquiror in 
connection with this Agreement; provided, however, that it shall not include any information 
(A) which, at the time of disclosure, is available publicly other than as a result of disclosure by 
Acquiree or its directors, officers, employees, agents or advisors, (B) which, after disclosure, 
becomes available publicly through no fault of Acquiree or its directors, officers, employees, 
agents or advisors, (C) which Acquiree knew or to which Acquiree had access prior to 
disclosure, provided that the sources of such information is not known by Acquiree to be bound 
by a confidentiality obligation to Acquiror or any Acquiror Subsidiary or (D) which Acquiree 
rightfully obtains from a source other than Acquiror or an Acquiror Subsidiary, provided that the 
source of such information is not known by Acquiree to be bound by a confidentiality obligation 
to Acquiror or any Acquiror Subsidiary. 

4.9 Expenses.  Each party shall be responsible for its own costs and expenses 
(including but not limited to legal fees, accounting fees, finder’s fees, and the fees of business 
valuations and financial advisors) incurred in connection with this Agreement and the 
transactions contemplated hereby.  

4.10 No Shorting.  Each Member agrees that it will not, for a period commencing on 
the date hereof and terminating one year after the Closing Date, directly or indirectly, effect or 
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agree to effect any short sale (as defined in Rule 200 under Regulation SHO of the Exchange 
Act), whether or not against the box, establish any “put equivalent position” (as defined in Rule 
16a-1(h) under the Exchange Act) with respect to Acquiror Common Stock, borrow or pre-
borrow any shares of Acquiror Common Stock, or grant any other right (including, without 
limitation, any put or call option) with respect to Acquiror Common Stock or with respect to 
any security that includes, relates to or derives any significant part of its value from Acquiror 
Common Stock or otherwise seek to hedge its position in Acquiror Common Stock (each, a 
“Prohibited Transaction”). 

ARTICLE V 
CONDITIONS TO CONSUMMATION OF ACQUISITION 

5.1 Conditions to Each Party’s Obligations.  The respective obligations of each Party 
to consummate the Acquisition are subject to the satisfaction of the following conditions: (a) 
the Acquisition shall have received the approval of 100% of the votes represented by the 
outstanding Acquiree Membership Interests entitled to vote on the Acquisition, which condition 
is deemed satisfied by the execution of this Agreement by each of the Members. 

5.2 Conditions to Obligations of Acquiror.  The obligation of Acquiror to 
consummate the Acquisition is subject to the satisfaction (or waiver by Acquiror) of the 
following additional conditions: 

(a) Acquiree shall have obtained (and shall have provided copies thereof to 
Acquiror) all waivers, permits, consents, approvals or other authorizations, and effected all of the 
registrations, filings and notices, referred to in Sections 4.2 and 4.5 which are required on the 
part of Acquiree, except for any the failure of which to obtain or effect does not, individually or 
in the aggregate, have an Acquiree Material Adverse Effect or a material adverse effect on the 
ability of the Parties to consummate the transactions contemplated by this Agreement; 

(b) the representations and warranties of Acquiree and the Members set forth 
in this Agreement shall be true and correct as of the date of this Agreement and shall be true and 
correct as of the Closing as though made as of the Closing (provided, however, that to the extent 
such representation and warranty expressly relates to an earlier date, such representation and 
warranty shall be true and correct as of such earlier date), except for any untrue or incorrect 
representation and warranty that, individually or in the aggregate, does not have an Acquiree 
Material Adverse Effect or a material adverse effect on the ability of the Parties to consummate 
the transactions contemplated by this Agreement; 

(c) Acquiree shall have performed or complied in all material respects with its 
agreements and covenants required to be performed or complied with under this Agreement as of 
or prior to the Closing; 

(d) no Legal Proceeding shall be pending wherein an unfavorable judgment, 
order, decree, stipulation or injunction would (i) prevent consummation of any of the 
transactions contemplated by this Agreement, or (ii) cause any of the transactions contemplated 
by this Agreement to be rescinded following consummation, and no such judgment, order, 
decree, stipulation or injunction shall be in effect; 
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(e) Acquiree shall have delivered to Acquiror a certificate (the “Acquiree 
Certificate”) to the effect that each of the conditions specified in clauses (a) through (d) (insofar 
as clause (d) relates to Legal Proceedings involving Acquiree) of this Section 5.2 is satisfied in 
all respects;  

(f) Members shall have agreed not to engage in any Prohibited Transactions; 
and 

(g) Acquiror shall have received, from Acquiree copies of all drilling permits, 
surveys, leases, insurance, drilling contracts and like documents and agreements pursuant to 
Section 4.5 hereof. 

5.3 Conditions to Obligations of Acquiree and the Members.  The obligation of 
Acquiree and the Members to consummate the Acquisition is subject to the satisfaction of the 
following additional conditions: 

(a) Acquiror shall have obtained (and shall have provided copies thereof to 
Acquiree) all of the waivers, permits, consents, approvals or other authorizations, and effected all 
of the registrations, filings and notices, referred to in Section 4.2 which are required on the part 
of Acquiror, except for any the failure of which to obtain or effect does not, individually or in the 
aggregate, have an Acquiror Material Adverse Effect or a material adverse effect on the ability of 
the Parties to consummate the transactions contemplated by this Agreement; 

(b) the representations and warranties of Acquiror set forth in this Agreement 
shall be true and correct as of the date of this Agreement and shall be true and correct as of the 
Closing as though made as of the Closing (provided, however, that to the extent such 
representation or warranty expressly relates to an earlier date, such representation and warranty 
shall be true and correct as of such earlier date), except for any untrue or incorrect representation 
and warranty that, individually or in the aggregate, do not have an Acquiror Material Adverse 
Effect or a material adverse effect on the ability of the Parties to consummate the transactions 
contemplated by this Agreement; 

(c) Acquiror shall have performed or complied with its agreements and 
covenants required to be performed or complied with under this Agreement as of or prior to the 
Closing; 

(d) no Legal Proceeding shall be pending wherein an unfavorable judgment, 
order, decree, stipulation or injunction would (i) prevent consummation of any of the 
transactions contemplated by this Agreement, or (ii) cause any of the transactions contemplated 
by this Agreement to be rescinded following consummation, and no such judgment, order, 
decree, stipulation or injunction shall be in effect; 

(e) Acquiror shall have delivered to Acquiree and the Members a certificate 
(the “Acquiror Certificate”) to the effect that each of the conditions specified in clauses (a) 
through (d) (insofar as clause (d) relates to Legal Proceedings involving Acquiror and its 
Subsidiaries) of this Section 5.3 is satisfied in all respects; and 
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(f) Acquiree and the Members shall have received from Gottbetter & 
Partners, LLP, counsel to Acquiror, an opinion with respect to the matters set forth in Exhibit B 
attached hereto, addressed to Acquiree and the Members and dated as of the Closing Date. 

ARTICLE VI 
INDEMNIFICATION 

6.1 Indemnification by Acquiree and the Members.  Acquiree shall indemnify the 
Acquiror in respect of, and hold it harmless against, any and all Damages incurred or suffered 
by the Acquiror resulting from, relating to or constituting any misrepresentation, breach of 
warranty or failure to perform any covenant or agreement of Acquiree or the Members 
contained in this Agreement or the Acquiree Certificate. 

6.2 Indemnification by Acquiror.  Acquiror shall indemnify the Members in respect 
of, and hold them harmless against, any and all Damages incurred or suffered by the Members 
resulting from, relating to or constituting any misrepresentation, breach of warranty or failure to 
perform any covenant or agreement of Acquiror contained in this Agreement or the Acquiror 
Certificate. 

6.3 Survival of Representations and Warranties.  All representations and warranties 
contained in this Agreement, the Acquiree Certificate or the Acquiror Certificate shall 
(a) survive the Closing and any investigation at any time made by or on behalf of Acquiror or 
Acquiree and (b) shall expire on the date two years following the Closing Date.   

ARTICLE VII 
RESERVED 

 

ARTICLE VIII 
TERMINATION 

8.1 Termination by Mutual Agreement.  This Agreement may be terminated at any 
time by mutual consent of the Parties, provided that such consent to terminate is in writing and 
is signed by each of the Parties. 

8.2 Termination for Failure to Close.  This Agreement shall be automatically 
terminated if the Closing Date shall not have occurred by August 31, 2010, unless extended in 
writing by mutual agreement of both Acquiror and Acquiree.  

8.3 Termination by Operation of Law.  This Agreement may be terminated by any 
Party hereto if there shall be any statute, rule or regulation that renders consummation of the 
transactions contemplated by this Agreement (the “Contemplated Transactions) illegal or 
otherwise prohibited, or a court of competent jurisdiction or any government (or governmental 
authority) shall have issued an order, decree or ruling, or has taken any other action restraining, 
enjoining or otherwise prohibiting the consummation of such transactions and such order, 
decree, ruling or other action shall have become final and nonappealable. 
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8.4 Termination for Failure to Perform Covenants or Conditions.  This Agreement 
may be terminated prior to the Closing: 

(a) by Acquiror if: (i) any of the representations and warranties made in this 
Agreement by Acquiree and the Members shall not be materially true and correct, when made or 
at any time prior to consummation of the Contemplated Transactions as if made at and as of such 
time; (ii) any of the conditions set forth in Section 5.2 hereof have not been fulfilled in all 
material respects by the Closing Date; (iii) Acquiree shall have failed to observe or perform any 
of its material obligations under this Agreement; or (iv) as otherwise set forth herein; or 

(b) by Acquiree if: (i) any of the representations and warranties of Acquiror 
shall not be materially true and correct when made or at any time prior to consummation of the 
Contemplated Transactions as if made at and as of such time; (ii) any of the conditions set forth 
in Section 5.3 hereof have not been fulfilled in all material respects by the Closing Date; 
(iii) Acquiror or the Acquisition Subsidiary shall have failed to observe or perform any of their 
material respective obligations under this Agreement; or (iv) as otherwise set forth herein. 

8.5 Effect of Termination or Default; Remedies.  In the event of termination of this 
Agreement as set forth above, this Agreement shall forthwith become void and there shall be no 
liability on the part of any Party hereto, provided that such Party is a Non-Defaulting Party (as 
defined below).  The foregoing shall not relieve any Party from liability for damages actually 
incurred as a result of such Party’s breach of any term or provision of this Agreement. 

8.6 Remedies; Specific Performance.  In the event that any Party shall fail or refuse 
to consummate the Contemplated Transactions or if any default under or beach of any 
representation, warranty, covenant or condition of this Agreement on the part of any Party (the 
“Defaulting Party”) shall have occurred that results in the failure to consummate the 
Contemplated Transactions, then in addition to the other remedies provided herein, the non-
defaulting Party (the “Non-Defaulting Party”) shall be entitled to seek and obtain money 
damages from the Defaulting Party, or may seek to obtain an order of specific performance 
thereof against the Defaulting Party from a court of competent jurisdiction, provided that the 
Non-Defaulting Party seeking such protection must file its request with such court within forty-
five (45) days after it becomes aware of the Defaulting Party’s failure, refusal, default or 
breach.  In addition, the Non-Defaulting Party shall be entitled to obtain from the Defaulting 
Party court costs and reasonable attorneys’ fees incurred in connection with or in pursuit of 
enforcing the rights and remedies provided hereunder. 

ARTICLE IX 
MISCELLANEOUS 

9.1 No Third Party Beneficiaries.  This Agreement shall not confer any rights or 
remedies upon any person other than the Parties and their respective successors and permitted 
assigns. 

9.2 Entire Agreement.  This Agreement (including the documents referred to herein) 
constitutes the entire agreement among the Parties and supersedes any prior understandings, 
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agreements or representations by or among the Parties, written or oral, with respect to the 
subject matter hereof. 

9.3 Succession and Assignment.  This Agreement shall be binding upon and inure to 
the benefit of the Parties named herein and their respective successors and permitted assigns.  
No Party may assign either this Agreement or any of its rights, interests or obligations 
hereunder without the prior written approval of the other Parties. 

9.4 Counterparts and Facsimile Signature.  This Agreement may be executed in two 
or more counterparts, each of which shall be deemed an original but all of which together shall 
constitute one and the same instrument.  This Agreement may be executed by facsimile 
signature. 

9.5 Headings.  The section headings contained in this Agreement are inserted for 
convenience only and shall not affect in any way the meaning or interpretation of this 
Agreement. 

9.6 Notices.  All notices, requests, demands, claims, and other communications 
hereunder shall be in writing.  Any notice, request, demand, claim or other communication 
hereunder shall be deemed duly delivered four business days after it is sent by registered or 
certified mail, return receipt requested, postage prepaid, or one business day after it is sent for 
next business day delivery via a reputable nationwide overnight courier service, in each case to 
the intended recipient as set forth below: 

If to Acquiree or the Members: 
 

Dyami Energy LLC 
c/o David Rector 
1640 Terrace Way 
Walnut Creek, CA 94597 
Attn:  David Rector 
Facsimile:  925.630.6338 

 
If to Acquiror (prior to the Closing): 
 

Eagleford Energy Inc. 
1 King Street West 
Suite 1505 
Toronto, Ontario 
Canada M5H 1A1 
Attn:  James Cassina, President 
Facsimile:  416.364.8244 
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Copy to (which copy shall not constitute notice hereunder): 
 

Gottbetter & Partners, LLP 
488 Madison Avenue, 12th Floor 
New York, NY 10022 
Attn: Scott Rapfogel, Esq. 
Facsimile: 212.400.6901 

 
Any Party may give any notice, request, demand, claim or other communication 

hereunder using any other means (including personal delivery, expedited courier, messenger 
service, telecopy, telex, ordinary mail or electronic mail), but no such notice, request, demand, 
claim or other communication shall be deemed to have been duly given unless and until it 
actually is received by the Party for whom it is intended.  Any Party may change the address to 
which notices, requests, demands, claims, and other communications hereunder are to be 
delivered by giving the other Parties notice in the manner herein set forth. 

9.7 Governing Law.  This Agreement shall be governed by and construed in 
accordance with the internal laws of the Province of Ontario without giving effect to any choice 
or conflict of law provision or rule (whether of the Province of Ontario or any other 
jurisdiction) that would cause the application of laws of any jurisdictions other than those of the 
Province of Ontario.  

9.8 Amendments and Waivers.  The Parties may mutually amend any provision of 
this Agreement at any time prior to the Closing.  No amendment of any provision of this 
Agreement shall be valid unless the same shall be in writing and signed by all of the Parties.  
No waiver of any right or remedy hereunder shall be valid unless the same shall be in writing 
and signed by the Party giving such waiver.  No waiver by any Party with respect to any 
default, misrepresentation or breach of warranty or covenant hereunder shall be deemed to 
extend to any prior or subsequent default, misrepresentation or breach of warranty or covenant 
hereunder or affect in any way any rights arising by virtue of any prior or subsequent such 
occurrence. 

9.9 Severability.  Any term or provision of this Agreement that is invalid or 
unenforceable in any situation in any jurisdiction shall not affect the validity or enforceability 
of the remaining terms and provisions hereof or the validity or enforceability of the offending 
term or provision in any other situation or in any other jurisdiction.  If the final judgment of a 
court of competent jurisdiction declares that any term or provision hereof is invalid or 
unenforceable, the Parties agree that the court making the determination of invalidity or 
unenforceability shall have the power to limit the term or provision, to delete specific words or 
phrases, or to replace any invalid or unenforceable term or provision with a term or provision 
that is valid and enforceable and that comes closest to expressing the intention of the invalid or 
unenforceable term or provision, and this Agreement shall be enforceable as so modified. 

9.10 Submission to Jurisdiction.  Each of the Parties (a) submits to the jurisdiction of 
any presiding court sitting in the Province of Ontario in any action or proceeding arising out of 
or relating to this Agreement, (b) agrees that all claims in respect of such action or proceeding 
may be heard and determined in any such court, and (c) agrees not to bring any action or 
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proceeding arising out of or relating to this Agreement in any other court.  Each of the Parties 
waives any defense of inconvenient forum to the maintenance of any action or proceeding so 
brought and waives any bond, surety or other security that might be required of any other Party 
with respect thereto.  Any Party may make service on another Party by sending or delivering a 
copy of the process to the Party to be served at the address and in the manner provided for the 
giving of notices in Section 9.7.  Nothing in this Section 9.10, however, shall affect the right of 
any Party to serve legal process in any other manner permitted by law. 

9.11 Construction.   

(a) The language used in this Agreement shall be deemed to be the language 
chosen by the Parties to express their mutual intent, and no rule of strict construction shall be 
applied against any Party. 

(b) Any reference to any federal, state, local or foreign statute or law shall be 
deemed also to refer to all rules and regulations promulgated thereunder, unless the context 
requires otherwise. 

[SIGNATURE PAGE FOLLOWS] 
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IN WITNESS WHEREOF, the Parties have executed this Agreement as of the date first above 
written. 

 
ACQUIROR: 
EAGLEFORD ENERGY INC. 
 
By: /s/ “James Cassina”      
Name:  James Cassina 
Title:  President 

 
 
ACQUIREE: 
DYAMI ENERGY LLC 
 
By:  /s/ “David Rector”      
Name: David Rector 
Title: Manager 

 
 
MEMBERS: 
 
 
/s/ “Eric Johnson”     
ERIC JOHNSON 
 
BENCHMARK ENTERPRISES LLC 
 
By:  /s/ “Andrew Godfrey”     
Name: Andrew Godfrey 
Title: President 
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SCHEDULE 1.1 
 
 

Name of 
Members  

Number of 
Membership 

Interests 
Owned  

Number of 
Unit Shares 

to be 
Received  

Number of 
Unit Warrants 

to be 
Received 

       
Eric Johnson  660  2,300,000 (1)  1,150,000 (1) 
       
Benchmark 
Enterprises Inc.  340  1,188,888 (1)  594,444 (1) 

       
       
       

 
(1) 50% to be delivered in escrow. 
 
(2) Subject to adjustment per Section 1.1(b). 
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SCHEDULE 1.3 
 

E. Johnson Employment Agreement 
 

Warrant Earn-Out & Term in Years 
 

Event 
 Number of 

Warrants Earned* 
   
Enhanced Oil Recovery Pilot 
Project Commencement(1) 

 100,000 

$10,000,000 in Gross Sales(2)  100,000 
$25,000,000 in Gross Sales(2)  100,000 
$100,000,000 in Gross Sales(2)  100,000 
$250,000,000 in Gross Sales(2)  100,000 
$500,000,000 in Gross Sales(2)  100,000 
Enhanced Oil Recovery Phase 2 
Project Commencement(3) 

 250,000 

   
 
(1) Refers to the commencement of an enhanced oil recovery system on the Matthews Lease 
resulting in the production of oil from the San Miguel formation from a configuration of 3 wells 
or more through an injection operation utilizing hot water, steam, nitrogen, or other such 
enhanced oil recovery system (the EOR Pilot Project) while Eric Johnson is an employee of the 
Corporation. 
 
(2) Refers to revenues generated from oil or gas produced on the Matthews Lease and 
Murphy Lease while Eric Johnson is an employee of the Corporation. 
 
(3) Refers to the production of oil from the San Miguel formation from an expansion of the 
EOR Pilot Project on the Matthews Lease that results in the production of oil at a rate of no less 
than 500 barrels a day net to the Corporation and continues at such rate of production for no less 
than 180 consecutive days while Eric Johnson is an employee of the Corporation. 
 
 
* All unexercised warrants expire five years from the date of issuance.  
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SCHEDULE 2.12 
 

Real Property Leases 
 

MURPHY LEASE DESCRIPTION 
 
2637.00 acres of land, more or less, being all of the C. L. Barr Survey No. 42, Abstract No. 1343, 
containing 505.0 acres of land, more or less; all of the C. L. Barr Survey No. 40, Abstract No. 
1342, containing 541.5 acres of land, more or less; all. of the G. W. T. & P. RR Company Survey 
No. 39, Abstract No. 181, containing 454.0 acres of land, more or less: all the G. W. T. & P. RR 
Company Survey No. 37, Abstract No. 180, containing 3044.0 acres of land, more or less; all the 
P. S. Martin Survey No. 38, Abstract No. 1272, containing 205.0 acres of land, more or less; all 
the B. F. Stewart Survey No. 2, Abstract No. 1386 in Zavala County, Texas and Abstract No. 
1432 in Frio County, Texas, containing 445 acres of land, more or less; a. portion of the 
Southeast corner of the Juan Palacios Survey No. 304, Abstract No. 680, containing 42 acres of 
land, more or less; a portion out of and being approximately the East half of the Albino Cabasos 
Survey No. 627, Abstract No. 873, containing 110 acres of land, more or less; and 8 portion of 
the most northwesterly comer of the G. C. & S. F. RR Company Survey No. 1, Abstract No. 
1331, in Zavala County, Texas, containing 30 acres of land, more or less, and being the same 
lands described in Deed from A. A. Storey to Leonard M. Murphy, dated July 28.1948, recorded 
in Volume 58, Page 443 of the Deed Records of Zavala County, Texas, SAVE AND EXCEPT 
certain depth rights in and under 180 acres which are included in the #1, 2, 4 and 5 Murphy units 
(40 acres each) and 20 acres included in the El Viejo No. 3 unit The acreage rights in said units 
are covered by the terms of said October 13, 2008 Oil, Gas and Mineral Lease. 
 

Working Interest - Murphy Lease 
 
1. 90% working interest (a) (b) 
2. 97% working interest (a) (c) 
 

Encumbrances 
 
a) 25% royalties 
b) a 10% carried interest on the drilling costs on the first well from surface to base of the 

Austin Chalk to A.L. Dawsey 
c) a 3% carried interest on the drilling costs on the first well drilled from the top of the 

Eagleford Shale to basement to A.L. Dawsey 
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MATTHEWS LEASE DESCRIPTION 
 
2629.42 acre tract of land, lying in Zavala County, Texas, being out of and a part of the Precilla 
Graham Survey No. 8, Abstract No. 753 and the Thomas C. Rife Survey No. 7, Abstract No. 769 
and Survey No. 21 of the Maverick Slough Pasture Subdivision and being out of and a part of 
that same certain 3617.07 acre parent tract of land described in conveyance to Fisher 
Construction Co. Inc. and recorded in Volume 235, Pages 476 et seq. of the Deed Records of 
Zavala Co. Texas. 
 

Working Interest - Matthews Lease 
 
1. 75% working interest before payout and 61.50% working interest after payout (a) (b)  
 

Encumbrances 
 
(a) 25% royalties 
(b) After payout of total revenues from production of $12.5 million 
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SCHEDULE 2.13 
 

Contracts 
 
 
1. February 3, 2010 Agreement with Texas Land Energy, LLC (Murphy Lease) 

2. July 28, 2010 Murphy Lease Extension Agreement with Murphy Family (Murphy Lease) 

3. February 8, 2010 Purchase and Sale Agreement with OGR Energy Corporation (Matthews 
Lease) 
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SCHEDULE 2.16 
 

Insurance 
 
 
Not Applicable 
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SCHEDULE 2.19(b) 
 

Employee Benefit Plans 
 
 
Not Applicable 
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SCHEDULE 2.19(k) 
 
 
Not Applicable 
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SCHEDULE 2.20(b) 
 

Environmental Matters 
 
 
1. Depth of Usable Quality Ground Water to be Protected issued by Texas Commission on 
Environmental Quality to A.L. Dawsey on July 29, 2010 (Murphy Lease) 
 
2. Depth of Usable Quality Ground Water to be Protected issued by Texas Commission on 
Environmental Quality to A.L. Dawsey on July 29, 2010 (Matthews Lease) 
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SCHEDULE 2.23 
 

Permits 
 
 
Murphy Well:  API # 507-32758 
 
Murphy Well:  Permit # 698843 
 
Matthews Well: API # 507-32759 
 
Matthews Well: Permit # 698710 
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SCHEDULE 2.24 
 

Certain Business Relationships With Affiliates 
 
 
Benchmark is the holder of a $960,000 Acquiree Note 
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SCHEDULE 2.25 
 

Broker’s Fees 
 
 
Not Applicable 
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SCHEDULE 3.12(a) 
 

 
 
Not Applicable 
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SCHEDULE 3.19 
 

Insurance 
 

 
 
Not Applicable 
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SCHEDULE 3.23(b) 
 

Environmental Matters 
 
Not Applicable 
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SCHEDULE 3.24 
 

Permits 
 
Not Applicable 
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SCHEDULE 3.26 
 

Brokers’ Fees 
 

 
 
Not Applicable 
 
 
 
 
 
 




