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PRESIDENT’S MESSAGE

The first quarter of 2011 was very busy operationally, with the drilling of the Ubuntu discovery,
conducting our Ragianna-2 seismic program and starting the demobilisation of the drilling rig.
While the well was over budget, I’'m happy to report that the demobilisation and seismic was
completed on budget.

As is required by the PNG Oil and Gas Act, once a discovery has been made, the Minister for
Petroleum and Energy must declare the discovery as a location, and the location must be
gazetted. The location was declared and gazetted on May 26, 2011. We are now in the process
of applying for a Petroleum Retention License over the declared Ubuntu location.

We have applied for a variation of our PPL 259 license commitment and believe it has been
approved and are awaiting the official instrument signed by the Minister. The variation means
we are not required to drill an appraisal well on Ubuntu, but instead must acquire more seismic
over the prospect to better determine the optimal development strategy for the discovery. That
seismic will be acquired beginning in the second quarter of 2011. When the variation is granted
the license will be in good standing and we expect to receive a five year license extension upon
relinquishing 50% of the license acreage.

With the extension, we expect to proceed with any of a number of farm out discussions we are
having on the remainder of the PPL 259 license, and move ahead with better defining the
exciting new prospects identified by our Ragianna seismic programs and further de-risking of
our previously identified prospects on PPL 259.

Controlling cost is critical in the exploration and eventual monetisation of the prospects in PPL
259 and we are encouraged that the provincial government is trying to upgrade the road that
runs through our license. A road would dramatically reduce the cost of drilling and testing wells,
as well as facilitating the trucking of condensate as an early monetisation scheme. We have
signed a memorandum of understanding with the provincial government to assist them in
coordinating the upgrading of the road. Some initial funds have been allocated to initiate the
project, and we understand the application process for the full budget has also begun, however
there can be no assurance that the full budget will be approved.

Your management team continues to appreciate the support and patience of the shareholders.

Brad Hurtubise
President and CEO
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Management’s discussion and analysis (“MD&A") of Eaglewood Energy Inc.’s (the “Company” or
“Eaglewood”) financial condition and results of operations should be read in conjunction with
the consolidated financial statements for the three months ended March 31, 2011 and 2010 and
related notes therein prepared in accordance with Canadian generally accepted accounting
principles. The effective date of this MD&A is June 3, 2011.

Additional information relating to the Company is available on SEDAR at www.sedar.com and
the Company’s website at www.eaglewoodenergy.ca .

FORWARD-LOOKING STATEMENTS

Certain statements contained in this MD&A may constitute forward-looking statements. These
statements relate to future events or the Company's future performance. All statements, other
than statements of historical fact, may be forward-looking statements. Forward-looking
statements are often, but not always, identified by the use of words such as "seek", "anticipate",
"plan", "continue", "estimate", "expect", "may", "will", "project", "predict", “propose”,
"potential”, "targeting", "intend", "could", "might", "should", "believe" and similar expressions.
These statements involve known and unknown risks, uncertainties and other factors that may
cause actual results or events to differ materially from those anticipated in such forward-looking
statements. The Company believes that the expectations reflected in those forward-looking
statements are reasonable but no assurance can be given that these expectations will prove to
be correct and such forward-looking statements included in this MD&A should not be unduly
relied upon as actual results may vary. These statements speak only as of the date of this
MD&A and are expressly qualified, in their entirety, by this cautionary statement.

In particular, this MD&A contains forward-looking statements, pertaining to the following:
e capital expenditure programs;
e development of resources;
e treatment under governmental regulatory and taxation regimes;
e expectations regarding the Company's ability to raise capital;
e expenditures to be made by the Company to meet certain work commitments; and
e work plans to be conducted by the Company.

With respect to forward-looking statements listed above and contained in this MD&A, the
Company has made assumptions regarding, among other things:
e the Papua New Guinea legislative and regulatory environment;
® the impact of increasing competition;
e unpredictable changes to the market prices for oil and natural gas;
® that costs related to development of the oil and gas properties in Papua New Guinea
will remain consistent with historical experiences;
® anticipated results of exploration activities;
® availability of additional financing and farm-in or joint venture partners; and
e the Company's ability to obtain additional financing in a timely manner and on
satisfactory terms.
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The Company's actual results could differ materially from those anticipated in these forward-
looking statements as a result of the risk factors set forth below and elsewhere in this MD&A:
e volatility in the market prices for oil and natural gas;
® uncertainties associated with estimating resources;
e geological, technical, drilling and processing problems;
e liabilities and risks, including environmental liabilities and risks, inherent in oil and
natural gas operations;
e fluctuations in currency and interest rates;
® incorrect assessments of the value of acquisitions;
® unanticipated results of exploration activities;
e competition for, among other things, capital, acquisitions of reserves, equipment,
undeveloped lands and skilled personnel;
® |ack of availability of additional financing and farm-in or joint venture partners;
e unpredictable weather conditions; and
e other factors referred to under "Risk Factors" in the Company’s annual information form
for the year ended December 31, 2010, dated April 14, 2010 and filed on SEDAR on April
19, 2011.

The Company’s actual results could differ materially from those anticipated in these forward-
looking statements as a result of the risk factors set forth above.

Undue reliance should not be placed on forward-looking statements as the plans, intentions or
expectations upon which they are based might not occur. Readers are cautioned that the
foregoing lists of factors are not exhaustive. The forward-looking statements contained in this
MD&A are expressly qualified by this cautionary statement. The Company does not undertake
any obligation to update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise, unless required by law.

ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS (“IFRS”)

Eaglewood’s interim consolidated financial statements and the financial data included in the
interim MD&A have been prepared in accordance with IFRS as issued by the International
Accounting Standards Board (“IASB”) and interpretations of the International Financial
Reporting Interpretations Committee (“IFRIC”) that are effective or available for early adoption
by the Company as at December 31, 2011, the date of the Company’s first annual reporting
under IFRS. The adoption of IFRs does not impact the underlying economics of Eaglewood’s
operations or its cash flows.

Note 16 to the Company’s interim consolidated financial statements contains a detailed
description of the Company’s adoption of IFRS, including a reconciliation of the consolidated
financial statements previously prepared under Canadian GAAP to those under IFRS for the
following:

® The Consolidated Balance Sheet at January 1, 2010 and at December 31, 2010; and

e The Consolidated Statement of Loss and Comprehensive Loss for the three month

period ended March 31, 2010 and the year ended December 31, 2010.
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The most significant impacts of the adoption of IFRS, together with details of the IFRS 1
exemptions taken, are described in the IFRS FIRST TIME ADOPTION section of this interim MD&A.

Comparative information has been restated to comply with IFRS requirements, unless otherwise
indicated.

COMPANY OVERVIEW

Eaglewood is an international, junior oil and gas company which trades on the TSX Venture
Exchange (trading symbol “EWD”). The Company’s primary activity is exploration and
development of its four petroleum prospecting licenses located in Papua New Guinea (the “PNG
Licenses”) which were acquired in October 2007. The Company has no oil and gas properties
other than the PNG Licenses. Currently there is no production or reserves associated with the
PNG Licenses.

EVENTSIN Q1:2011

On January 20, 2011, the Company closed the over-allotment option pursuant to its December
2010 equity financing in which the Underwriters purchased an additional 710,000 common
shares at $0.75 per common share for aggregate gross proceeds of $532,500.

In December 2010, the Corporation spud the Ubuntu-1 well on the PPL 259 license. On February
7, 2011, Eaglewood announced that it was suspending the Ubuntu-1 well as a gas and gas
condensate discovery. On February 11, 2011, Eaglewood further announced that wireline
logging and data acquisition programs had been completed in Ubuntu-1 including the recovery
of down-hole hydrocarbon samples and sidewall cores.

SUBSEQUENT EVENTS

(a) On April 28, 2011, the Company announced the results of a report of estimated
resources on the Ubuntu-1 well. Details of the estimated resources are available in the
Company’s press release of April 28, 2011.

On April 28, 2011 the Company also announced the results of the pressure, volume,
temperature (“PVT”) analysis of the downhole fluid samples from the Ubuntu-1 well.
The analysis indicates that in addition to natural gas and natural gas liquids, Ubuntu may
also contain volumes of oil or a combination of oil and gas.

(b) On May 27, 2011 the Fly River Provincial Government of PNG (“FRPG”) and Eaglewood
signed a Memorandum of Agreement to initiate plans for the construction of the
Drimdenasuk to Strickland River road transport project, which will provide road access
to Eaglewood’s Ubuntu Discovery and many other prospects on Eaglewood's PPL 259
license. Eaglewood will coordinate Project Management and access to its camp and fuel
storage facilities at Drimdenasuk, and the FRPG is to provide construction equipment
and funding for the project.
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DESCRIPTION OF PNG LICENSES AND COMMITMENTS

Each of the PNG Licenses gives the Company the right to explore for oil and natural gas on
specified blocks in PNG. If exploration is successful, the Company can apply to the PNG
government for either a retention license or a development license. A retention license is
generally applied for if natural gas reserves have been identified but additional time is required
to either prepare a development plan or, if the amount of natural gas reserves is not of a
sufficient commercial quantity, to explore for further natural gas reserves. A development
license is generally applied for if oil and/or natural gas reserves have been discovered and
production is commercially viable. The PNG government has historically granted retention or
development licenses however there is a risk that a retention or development license may not
be granted to the Company when, or on the terms, applied for.

PPL 259

Originally granted on June 30, 2005, PPL 259 has a six year term that is due to expire on June 29,
2011. It covers 1,377,000 gross acres, all onshore, in the foreland region of the Papuan Fold Belt
of PNG. PPL 259 is a natural gas and natural gas liquids play for the Company. The Company has
a 90 percent participating interest in PPL 259 excluding two blocks within the license area
surrounding the Ubuntu prospect. A 10 percent participating interest in PPL 259 was farmed-
out in 2009. In November 2010, the Company farmed-out a 50 percent interest in two graticular
blocks surrounding the Ubuntu prospect (representing approximately 3 percent of the
license and approximately 6 percent of the license after relinquishment (see note 13 of
the financial statements)) reducing the Company’s share of Ubuntu-1 to 40 percent.

There is a commitment to drill an exploration well on the license. On September 21, 2010 the
Minister for Petroleum and Energy approved a variation to the drilling commitment moving it to
year five of the license term which is 2010. Drilling of the Ubuntu-1 well commenced in
December 2010. On February 7, 2011, Eaglewood announced that it was suspending the
Ubuntu-1 well as a gas and gas condensate discovery. On February 11, 2011, Eaglewood further
announced that wireline logging and data acquisition programs had been completed in Ubuntu-
1 including the recovery of down-hole hydrocarbon samples and sidewall cores. The estimated
gross cost of the well is approximately US $41,500,000 (Company share 40 percent, net cost
approximately US $16,600,000).

On April 28, 2011, the Company announced the results of a report of estimated resources on the
Ubuntu-1 well.

In the event of a discovery there is a requirement to drill an appraisal well by June 30, 2011. An
appraisal well is not currently warranted until further seismic is acquired. On March 7, 2011 a
variation application was submitted to the Department of Petroleum and Energy requesting the
requirement to drill an appraisal well is replaced by a seismic acquisition programme and
further geological studies.

On March 29, 2011, the Company submitted to the Department of Petroleum and Energy of
PNG, an application for a five year extension on the PPL 259 license. Under the PNG Qil and Gas
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Act, the license is deemed to still be in effect while the extension request is under review by the
Minister. In accordance with the terms of the license renewal, 50 percent of the area for PPL
259 will be relinquished when, and if, the extension is granted. The Company expects that the
PPL 259 license will be extended and that the appraisal well drilling commitment will be
replaced with the seismic programme.

PPL 260

Originally granted on March 14, 2005, PPL 260 has a six year term that was due to expire on
March 13, 2011. It covers 1,559,250 gross acres, all onshore, in the highland region of the
Papuan Fold Belt of PNG. PPL 260 is an anticipated natural gas and natural gas liquids play for
the Company. The Company has a 30 percent participating interest in PPL 260. In 2009, the
Company farmed-out a 70 percent participating interest. The farmee assumed operatorship in
2009.

There was a commitment to drill one exploration well by March 13, 2010. Pre-drilling activities
for the first exploration well, Korka-1, began in March and drilling was underway during April
2010. Unfortunately, the exploration well encountered no hydrocarbons and was plugged and
abandoned. The gross cost of the exploration well was approximately US $57,000,000 (net cost
to the Company estimated at approximately US $6,600,000). Location and timing decisions for a
second exploration well are being evaluated.

In December 2010, the Operator of the license submitted a request for a five year extension of
the license upon its expiry in March 2011. Under the PNG Oil and Gas Act, the license is deemed
to still be in effect while the extension request is under review by the Minister. In accordance
with the terms of the license renewal, 50 percent of the area for PPL 260 will be relinquished
when, and if, the extension is granted. The area to be relinquished was determined by the
Operator after an extensive review of seismic and aero/gravity magnetic surveys done on the
license. The Company expects that the PPL 260 license will be extended.

PPL 257

Originally granted on October 20, 2004, PPL 257 had an initial six year term that was due to
expire on October 19, 2010. Under the PNG Oil and Gas Act, the license is deemed to still be in
effect while the Company awaits review of its extension request by the Minister. PPL 257
currently covers 1,741,500 gross acres located in the Cape Vogel Basin of PNG. The prospective
area is predominantly offshore but includes an onshore area that will be instrumental for
conducting geological field work. PPL 257 is an anticipated natural gas play for the Company.
The Company holds a 100 percent participating interest in PPL 257. There was a commitment to
drill one exploration well by October 20, 2009 under the initial term of the license that was not
met. However, the Company met the other commitments under the license including seismic
acquisition. The Company estimates that the cost of drilling one exploration well is
approximately US $60,000,000.

On March 18, 2010, the Company submitted a request for a five year extension to the license
upon its expiry in October 2010 which is subject to PNG government approval. In accordance
with the terms of a license extension, the Company will relinquish 50 percent of the area for PPL
257 when, and if, the extension is approved by the PNG government. The area to be
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relinquished was determined by the Company after an extensive review of seismic and
aero/gravity magnetic surveys done on the license. The Company expects that PPL 257 will be
extended and that the previous drilling commitment will be added to future work commitments.

PPL 258

Originally granted on October 20, 2004, PPL 258 had an initial a six year term that was due to
expire on October 19, 2010. Under the PNG Oil and Gas Act, the license is deemed to still be in
effect while the Company awaits review of its extension request by the Minister. PPL 258
currently covers 2,227,500 gross acres, all onshore, in the North New Guinea Basin of PNG. PPL
258 is an anticipated oil play for the Company. The Company holds a 100 percent participating
interest in PPL 258. There was a commitment to drill one exploration well by October 20, 2009
under the initial term of the license that was not met. However, the Company met the other
commitments under the license including seismic acquisition. The Company estimates that the
cost of drilling one exploration well is approximately US $30,000,000.

On March 18, 2010, the Company submitted a request for a five year extension to the license
upon its expiry in October 2010 which is subject to PNG government approval. In accordance
with the terms of a license extension, the Company will relinquish 50 percent of the area for PPL
258 when, and if, the extension is approved by the PNG government. The area to be
relinquished was determined by the Company after an extensive review of seismic and
aero/gravity magnetic surveys done on the license. For PPL 258, there is a risk that the
Petroleum Advisory Board may recommend against extension to the PNG government. In the
event that PPL 258 is not extended, the Company would be advised and would be provided the
opportunity to appeal such decision.

The PNG government retains the right to back-in for up to a 22.5 percent interest at cost which
can be exercised at the time a development license is granted. The PNG government also has a
two percent royalty over any oil or natural gas production that may occur with respect to the
PNG Licenses.

Pursuant to the acquisition of the PNG Licenses, the Company granted the vendor the right to
acquire a 10 percent interest in all, but not less than all, of the PNG Licenses, exercisable within
60 days from the date which the Company completes the drilling and testing of a third well on
the PNG Licenses by paying to the Company 10 percent of all costs incurred in respect of the
PNG Licenses up to that date and by agreeing to pay 10 percent of the ongoing costs with
respect to the exploration and development of the PNG Licenses.

The Company has issued bank guarantees totaling approximately $160,000 (100,000 Papua New
Guinea dollars for each license) as security against the capital requirements associated with the
PNG Licenses. If the Company does not fulfill its commitments under a PNG License and has not
applied for and been granted an extension, it could potentially lose its guarantee and the
applicable PNG License could be revoked by the PNG government.

As the Company does not currently generate sufficient cash flow from operating activities to
fund its activities, it will need to raise equity financing and/or enter into joint venture or farm-
out arrangements to finance its exploration commitments for the PNG Licenses.
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SELECTED QUARTERLY INFORMATION

The following is a summary of selected financial information for the Company for the periods
indicated:

($000’s

except per Mar 31 Dec 31 Sep 30 Jun30 | Mar31 Dec 31 Sep 30 Jun 30
share data) 2011 2010 2010 2010 2010 | 2009 | 2009™ | 2009"
Revenue - - - - - 2 - 5

Loss before
discontinued

operations 632 347 799 886 101 1,311 818 716
Net loss 632 347 799 886 101 1,311 818 716
Loss per

share before
discontinued

operations 0.01 0.01 0.01 0.01 0.01 0.03 0.01 0.01
Total loss per

share 0.01 0.01 0.01 0.01 0.01 0.03 0.01 0.01
Total assets 66,585 72,202 56,900 55,714 | 53,790 30,488 32,178 31,753

(1)  Asthe Company’s transition date was January 1, 2010, the quarterly financial information for 2009
has not been restated.

e The Company currently has no oil or gas production to offset its expenses. The

Company’s expenses are described more fully in RESULTS OF OPERATIONS.
® The Company’s main assets are petroleum and natural gas properties and cash.

RESULTS OF OPERATIONS

The Company had a net loss of $631,609 for the three months ended March 31, 2011 compared
to a net loss of $101,067 for the three months ended March 31, 2010.

Total expenses from operating activites for the three months ended March 31, 2011 were
$696,708 compared to $913,694 for the three months ended March 31, 2010.

The following table provides a breakdown of the Company’s general and administrative (“G&A”)
expenses by material component:
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Three months ended March 31,

2011 2010

Salaries & wages S 354,896 $368,379
Stock based compensation 224,624 235,436
Travel & accommodation 112,936 59,504
Office costs 68,900 44,639
Professional fees 40,601 31,952
Public company 37,291 111,897
Office rent 21,689 27,554
Other general and administrative 51,810 29,500
Overhead recoveries (254,958) -
$ 657,789 $908,861

The G&A expenses for the three months ended March 31, 2011 are approximately $251,000
lower than the expenses for the three months ended March 31, 2011. In Q1:2011, overhead
recoveries were approximately $255,000 compared to nil for Q1:2010. Overhead recoveries are
a function of joint operations. Pursuant to the Joint Operating Agreement for PPL 259, Company
recovers a percentage of the capital expenditures as compensation for the indirect services
provided to the Joint Venture. In Q1:2010, the Company was not actively involved in joint
operations as the Operator, so no overhead recovery occurred.

Travel costs for the three months ended March 31, 2011 are approximately $53,000 higher than
for the same period in 2010. There were two main travel events in 2011 that did not occur in
2010. In February 2011, the CEO and COO went on a road show that included stops in eastern
Canada, the eastern United States, and the United Kingdom. The second major travel event was
to a Small/Mid Scale LNG conference in Amsterdam, which was attended by the CEO, COO and
PNG Country Manager. After the conference, these employees and the Board travelled to
London for a Board meeting.

Office costs are approximately $24,000 higher for the three months ended March 31, 2011
compared to the three months ended March 31, 2010. In Q1:2011, the Company paid $13,000
for its annual service agreement on the accounting software. In 2010, the amount was paid in
Q2, and was only $9,000. In addition, in Q1:2011, the Company paid approximately $7,000 for
an annual service agreement on its geological software, which was not required in 2010.

Public company costs for the three months ended March 31, 2011 are approximately $75,000
lower than for the three months ended March 31, 2010. In March 2010, the Company incurred
approximately $70,000 in costs for the filing of a short-form prospectus.

Other general and administrative costs were approximately $22,000 higher in 2011 versus 2010.
Other general and administrative costs includes conference fees, for which $14,000 was
incurred for the Small/Mid Scale LNG conference. In addition, the Company incurred $7,000 in
advertising for ads run in oil and gas magazines in Australia and PNG.
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FINANCIAL CONDITION

At March 31, 2011, the Company had total assets of $66.6 million compared to $72.2 at
December 31, 2010. The decrease in assets was mainly due to the decrease in amounts
outstanding as accounts receivable. As the drilling program on the Ubuntu prospect came to an
end in February 2011 and credits outstanding on the Korka well were paid, the amounts
outstanding from Joint Venture partners decreased by $3.2 million.

LIQuIDITY AND CAPITAL RESOURCES

At March 31, 2011, the Company had net working capital of $8.9 million compared to net
working capital of $15.5 million at December 31, 2010.

The decrease in working capital is mainly due to the use of cash for operations and the drilling
program. Funds used in operations for the three months ended March 31, 2011 were
$1,099,318, including working capital. Funds used in investing activities for the three months
ended March 31, 2011 were $6,509,259, primarily for the addition of exploration and evaluation
assets.

A summary of capital expenditures for the first three months of 2011 is provided below.

PPL 259 — Seismic program S 2,895,469
PPL 259 — Ubuntu-1 exploration well 2,179,879
PPL 259 — Rig demobilization 1,390,955
Overhead 88,846
PPL 260 — Operator overhead 11,890
Other 6,286
PPL 260 — Korka-1 exploration well (71,192)
Total exploration and evaluation assets 6,502,133
Office equipment, furniture, computer equipment 22,354
Total capital expenditures $ 6,524,487

For the three months ended March 31, 2011, the Company received $516,973 (net of costs) for
the issuance of shares from the over-allotment option pursuant to the December 2010 equity
financing and from the exercise of options.

The effect of exchange rates on cash and cash equivalents was $(220,771).

The Company does not currently generate sufficient cash flow from its operating activities to
fund its activities and has relied upon contributions from farm-outs and the issuance of equity to
provide additional funding. The Company’s financial statements are presented on a going-
concern basis which assumes that the Company will be able to realize its assets and discharge its
liabilities in the normal course of operations. The Company’s ability to continue as a going
concern is dependent upon its ability to raise equity financing and/or enter into joint venture or
farm-out arrangements in the PNG Licenses within the next twelve months to meet its
exploration commitments and working capital requirements. Management believes there is the
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opportunity for the Company to enter into further farm-out or joint venture arrangements
and/or raise further equity in 2011/2012 and therefore continue as a going concern. However,
there are no assurances that the Company will be successful in achieving these objectives. If the
Company is unable to raise equity financing and/or secure farm-out or joint venture partners,
the Company may be unable to continue as a going concern. The Company’s financial
statements do not reflect the adjustments to the carrying values of assets and liabilities,
including any impairment in its petroleum and natural gas properties, and the reported
expenses and balance sheet classifications that would be necessary if the Company is unable to
continue as a going concern, and such adjustments could be material.

2011 WORK PROGRAM AND OUTLOOK

2011 Work Program

The Company’s 2011 work program is primarily based on meeting its PNG License commitments
which includes gathering appraisal data on the Ubuntu Discovery in PPL 259. The Company has
a second exploration well planned for PPL 259 for late 2011 or early 2012. However, as the
Company does not currently have sufficient working capital available to meet its entire planned
2011 capital program, the Company is in discussions with industry partners to enter into further
joint venture or farm-out arrangements in the PNG Licenses.

PPL 259 Work Program

On September 21, 2010, the Minister for Petroleum and Energy granted the Company a
variation to the original drilling commitment for PPL 259 from 2009 to 2010. Ubuntu-1 was
expected to spud in August 2010 but due to delays in mobilization of the drilling rig caused by
weather, barge scheduling and helicopter operations, the actual spud date was December 12,
2010.

Ubuntu-1 was suspended on February 17, 2011 as a gas and gas condensate discovery. The
Company is currently undertaking studies on the discovery with a view to recommending an
appraisal Work Program & Budget to the PNG Department of Petroleum and Energy. The
Company holds a 40 percent participating interest in Ubuntu-1. The rig was fully demobilized
from the Ubuntu wellsite on April 18, 2011.

The second planned exploration well in PPL 259, Herea-1, has been postponed, pending a
reserves revision following the discovery of significantly thicker than anticipated net pay on
Stanley-2, an appraisal well drilled in the adjacent PRL-4 license. The Company is currently
seeking additional farm-out or joint venture partners to reduce its net interest and share of
costs for Herea-1. Assuming a successful farm-out of the prospect, the Operator plans to
acquire prospect infill seismic in Q3 2011 and begin pad construction in Q4 2011.

The Company acquired additional seismic in PPL 259 during January and February of 2011, at an
estimated gross cost of US $3,220,000 (net cost to the Company approximately US $2,900,000).
Processing and interpretation of the new seismic data, along with reprocessing of 570 line km of
vintage seismic was completed in March 2011. The Company has completed a front end
engineering (“FEED”) study for the rapid commercialization of PPL 259 via condensate stripping
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followed by a small scale liquefied natural gas project, and is awaiting a final report. The
estimated gross cost of the FEED study is expected to be approximately US $4,500,000.

PPL 257 and 258

For PPL 257 and 258, the Company has applied to the PNG government for a five-year extension
to each of the licenses. Both licenses were due to expire in October 2010, however, they both
remain valid while the extension requests await review by the Minister (SEE DESCRIPTION OF PNG
LICENSES AND COMMITMENTS). The Company continues to discuss farm-out/joint venture
arrangements with partners for these licenses. Offers are being reviewed and a work program
will be agreed with the successful farmee for an equity position.

PPL 260

During the second quarter of 2010, the first exploration well, Korka-1, was drilled in PPL 260.
Unfortunately, the well did not encounter hydrocarbons and was plugged and abandoned. The
gross cost of drilling Korka-1 was approximately US $57,000,000 (net cost to the Company
approximately US $6,600,000). The current 6 year term of the license was due to expire in
March 2011. In December 2010, the operator, Qil Search (PNG) Ltd., submitted an application
for a 5 year extension which requires relinquishment of 50% of the graticular blocks within the
license. The license remains valid while the extension request awaits review by the Minister (SEE
DESCRIPTION OF PNG LICENSES AND COMMITMENTS). The most prospective part of the license will be
retained and a work program submitted. The program for years 1 and 2 comprise surface
geological studies to high grade the most prospective areas. This work will be completed in 2011
and 2012 and Eaglewood’s share of costs will not exceed USS 300,000.

As a result of the nature of the petroleum and natural gas exploration, development and
exploitation industry, budgets are regularly reviewed with respect to both the success of
expenditures and other opportunities that become available. Accordingly, while it is currently
intended by management of the Company that the general expenditures set out in the work
program above will be made by the Company, actual expenditures may in fact differ from these
plans, amounts and allocations.

Additionally, completion of activities are subject to potential barriers such as, but not limited to,
lack of capital, lack of available equipment and poor weather which may impact the timing of
completion. Additional risk factors are disclosed in the Company’s Annual Information Form
dated April 14, 2011 which is available on SEDAR at www.sedar.com.

OUTSTANDING SHARE DATA
As at June 3, 2011, the Company had 87,148,942 common shares outstanding and 5,846,000

stock options outstanding under its stock option plan. The Company also had 7,800,000
performance warrants outstanding.
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RELATED PARTY TRANSACTIONS

For the three months ended March 31, 2011, the Company paid $18,248 for legal services to a
firm of which an officer of the Company is a partner.

For the three months ended March 31, 2011, the Company paid $3,000 in management fees to
a company controlled by a director. These fees were paid for administrative services which were
provided by the director.

FINANCIAL INSTRUMENTS AND OTHER INSTRUMENTS

The Company’s financial instruments consist of cash and cash equivalents, accounts receivable
and accounts payable. Unless otherwise noted, it is management’s opinion that the Company is
not exposed to significant interest, currency or credit risks arising from these financial
instruments. The fair values of these financial instruments approximate their carrying values,
unless otherwise noted.

IFRS FIRST TIME ADOPTION

Eaglewood’s interim consolidated financial statements as at and for the three months ended
March 31, 2011 have been prepared in accordance with IFRS as issued by the IASB. Previously,
the Company prepared its annual and interim consolidated financial statements in accordance
with Canadian GAAP. Since the interim consolidated financial statements represent the
Company’s initial presentation of its results and financial position under IFRS, they have been
prepared in accordance with International Accounting Standards (“IAS”) 34 - Interim Financial
Reporting and IFRS 1 - First Time Adoption of IFRS.

The Company’s significant accounting policies under IFRS are described in note 3 to the interim
consolidated financial statements.

The Company has applied the following transition exceptions and exemptions to full
retrospective application of IFRS:

IFRS 1 election for full cost oil and gas entities:

The Company elected an IFRS 1 exemption whereby the Canadian GAAP full cost pool was
measured upon transition to IFRS as follows: exploration and evaluation assets were reclassified
from the full cost pool to exploration and evaluation assets at the amount that was recorded
under Canadian GAAP.

IFRS 1 election for share-based payments:

The Company elected an IFRS 1 exemption relating to fully vested stock options at January 1,
2010 whereby the Canadian GAAP balances relating to fully vested stock options at January 1,
2010 have been carried forward without adjustment. Full retrospective application of IFRS has
been applied to unvested stock options at January 1, 2010.

The other significant differences between IFRS and Canadian GAAP, are summarized as follows:
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(a) Share - based payments:

Under Canadian GAAP, the Company did not incorporate a forfeiture estimate in determining
the fair value of share options and performance warrants. Under IFRS, the Company must
estimate a forfeiture rate. Also, under IFRS for performance warrants, the Company estimates
the probability of achieving certain share prices in determining the fair value of the warrants.

(b) Foreign currency:

The Company has determined that US dollars and Canadian dollars are the functional and
presentation currencies, respectively, for IFRS financial statements. The impact arising from this
change has been included in the above reconciliations. The most significant impact on the
balance sheet is an increase in exploration and evaluation assets and property, plant and
equipment of $2,326,774 with an offsetting decrease in the deficit as at January 1, 2010 (March
31, 2010 - increase in exploration and evaluation assets and property, plant and equipment of
$1,769,324 and the same decrease in the deficit; December 31, 2010: increase in exploration
and evaluation assets and property, plant and equipment of $1,233,156 and an offsetting
decrease in the deficit). The impact of the accumulated other comprehensive income is an
increase in other comprehensive income of $329,680 for the three months ended March 1, 2010
(January 1, 2010 - nil; year ended December 31, 2010 - $593,516). The impact of the profit or
loss is an increase in foreign currency exchange gain of $1,163,998 for the three months ended
March 31, 2010 (year ended December 31, 2010 - $1,028,795).

(c) Reclassifications
The Company has reclassified its consolidated statement of comprehensive income in order to
conform to IFRS.

(d) Asset retirement obligations

Consistent with IFRS, asset retirement obligations have been previously measured under
Canadian GAAP based on the estimated cost of decommissioning, discounted to their net
present value upon initial recognition. Under IAS 37, asset retirement obligations are discounted
using a risk-free rate, whereas they were discounted using a credit-adjusted rate under
Canadian GAAP.

NEW AND AMENDED ACCOUNTING STANDARDS

(a) New accounting standards

IFRS 9 was issued in November 2009 and contained requirements for financial assets. This
standard addresses classification and measurement of financial assets and replaces the multiple
category and measurement models in IAS 39 for debt instruments with a new mixed
measurement model having only two categories: amortized cost and fair value through profit or
loss. IFRS 9 also replaces the models for measuring equity instruments, and such instruments
are either recognized at fair value through profit or loss or at fair value through other
comprehensive income. Where such equity instruments are measured at fair value through
other comprehensive income, dividends are recognized in profit or loss to the extent not clearly
representing a return of investment, are recognized in profit or loss; however, other gains and
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losses (including impairments) associated with such instruments remain in accumulated
comprehensive income indefinitely.

Requirements for financial liabilities were added in October 2010 and they largely carried
forward existing requirements in I1AS 39, Financial Instruments — Recognition and Measurement,
except that fair value changes due to credit risk for liabilities designated at fair value through
profit and loss would generally be recorded in other comprehensive income.

This standard is required to be applied for accounting periods beginning on or after January 1,
2013, with earlier adoption permitted. The Company has not yet assessed the impact of the
standard or determined whether it will adopt the standard early.

In May 2011, the IASB issued the following standards which have not yet been adopted by the
Company: IFRS 11, Joint Arrangements (IFRS 11), IAS 27, Separate Financial Statements (IAS
27), IFRS 13, Fair Value Measurement (IFRS 13) and amended IAS 28, Investments in Associates
and Joint Ventures (IAS 28). Each of the new standards is effective for annual periods beginning
on or after January 1, 2013 with early adoption permitted. The Company has not yet begun the
process of assessing the impact that the new and amended standards will have on its financial
statements or whether to early adopt any of the new requirements.

The following is a brief summary of the new standards:

IFRS 11 - Joint Arrangements requires a venturer to classify its interest in a joint arrangement as
a joint venture or joint operation. Joint ventures will be accounted for using the equity method
of accounting whereas for a joint operation the venturer will recognize its share of the assets,
liabilities, revenue and expenses of the joint operation. Under existing IFRS, entities have the
choice to proportionately consolidate or equity account for interests in joint ventures. IFRS 11
supersedes IAS 31, Interests in Joint Ventures, and SIC-13, Jointly Controlled Entities—Non-
monetary Contributions by Venturers.

IFRS 13 - Fair Value Measurement is a comprehensive standard for fair value measurement and
disclosure requirements for use across all IFRS standards. The new standard clarifies that fair
value is the price that would be received to sell an asset, or paid to transfer a liability in an
orderly transaction between market participants, at the measurement date. It also establishes
disclosure requirments for fair value measurement. Under existing IFRS, guidance on measuring
and disclosing fair value is dispersed among the specific standards requiring fair value
measurements and in many cases does not reflect a clear measurement basis or consistent
disclosures.

(b) Amendments to Other Standards

In addition, there have been amendments to existing standards, including IAS 27, Separate
Financial Statements (1AS 27), and IAS 28, Investments in Associates and Joint Ventures (IAS 28).
IAS 27 addresses accounting for subsidiaries, jointly controlled entities and associates in non-
consolidated financial statements. |AS 28 has been amended to include joint ventures in its
scope and to address the changes in IFRS 10 — 13.
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ADDITIONAL DISCLOSURE FOR VENTURE ISSUERS WITHOUT SIGNIFICANT REVENUE

The Company is a venture issuer that has not had significant revenue from operations in either
of its last two financial years. In accordance with National Instrument 51-102, additional
disclosure on material costs is presented below.

Three months ended March 31,

2011 2010
General and administrative:
Salaries & wages S 354,896 S 368,379
Stock based compensation 224,624 235,436
Travel & accommodation 112,936 59,504
Office costs 68,900 44,639
Professional fees 40,601 31,952
Public company 37,291 111,897
Office rent 21,689 27,554
Other general and administrative 51,810 29,500
Overhead recoveries (254,958) -
Total general and administrative $ 657,789 S 908,861
Capitalized exploration and evaluation costs $6,502,133 $1,596,062
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