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Overview

Enhanced Oil Resources Inc. (the “Company” of “EOR”, formerly known as Ridgeway Petroleum Corp.) is
principally engaged in the business of appraisal and development of its helium and carbon dioxide (*CO,")
project (the “St. Johns Helium/CO; Project” or the "Project”) in eastern Arizona and western New Mexico.
To date, the Company has spent approximately $65.5 million in acquiring, exploring and appraising the
St. Johns Helium/CO, Project. The Company currently owns a 100% working interest in leases covering
approximately 200,000 acres and continuously manages its lease position to optimize its land position
within the Project. Currently, the Company is focused on the activities necessary to finance and develop
its helium and carbon dioxide source field, including additional drilling to further define the field’s reserve
potential and to (i) initiate development of a helium plant at St. Johns field for recovery of helium from a
carbon dioxide gas stream (ii) initiate, beginning in 2007, its own tertiary recovery projects through
carbon dioxide flooding (enhanced oil recovery or “EOR”) by acquisition of pressure depleted fields
suitable for carbon dioxide flooding and (iii) pursue EOR producers for carbon dioxide deliveries in central
New Mexico sufficient to justify pipeline construction from the Company’s source field.

In June 2007, the Company changed its name to Enhanced Oil Resources Inc. and its stock trading
symbol to “EOR” to reflect the Company’s focus on the development of enhanced recovery activities,
principally, techniques of CO2 injection used to increase an oil field's ultimate oil recovery and oilfield's
life. In 2007, the Company made purchases of two fields located in central New Mexico, in which it plans
to initiate pilot CO2 floods.

General

Management's Discussion and Analysis relating to the consolidated financial statements for the periods
ended June 30, 2007 and 2006 follows. All financial data contained herein has been prepared in
accordance with Canadian generally accepted accounting principles. The reporting currency is the
Canadian dollar.

Since early 1997, the Company has completed a number of equity financings for gross proceeds of
approximately $80.0 million including proceeds from the subsequent exercise of common share purchase
warrants issued in conjunction with such financings. In addition, a further $2.8 million has been raised
through the exercise of incentive stock options.

Through 2006, EOR has expended most of the proceeds on the drilling of nineteen exploratory and
delineation wells, including coring, casing, drill stem testing, completions and production testing as well as
lease acquisition and maintenance and the completion of feasibility studies and resource evaluations
regarding development of a commercial project. The results of these activities have established that the
Company’s St. Johns Helium/CO, Project has significant gas in place and is potentially a world class
asset. Realization of the potential of this resource will continue to be dependent on substantial additional
funding required for the development, implementation and deliverability of the products for many years
and there is no certainty that the resource project will be successful or profitable.

In the first quarter of 2003, the Company signed a fifteen year take or pay contract with Air Liquide for the
purchase of EOR's liquid helium once in production.

In 2004, the Company completed the drilling of the 11-18 helium/CO; well. Initial test results reported that
the deepest known productive zone has a helium content of approximately 0.575 percent. These results
are significantly higher that the helium composition in either of the two wells previously tested in this zone.



Notwithstanding the technical difficulties associated with this well, the initial results were positive. Further
testing of the well will be deferred until such time as additional wells are drilled.

In February 2005, the Board of Directors of the Company announced the appointment of Barry D. Lasker
as Director, President and CEO. Mr. Lasker is located in Houston, Texas where a new head office has
been established. Mr. Lasker replaced Walter B. Ruck, who announced his intended resignation as
President in December 2004 pending appointment of his successor. Mr. Ruck was the founding
shareholder of the Company in 1980 and remained as a Director and Chairman of the Board until his
sudden passing in July 2005. In late July 2005, Rodney L. Eson was appointed Chairman of the
Company.

Throughout 2006, the Company spent considerable time and effort pursuing the necessary financing that
would allow the Company to proceed with appraisal activity at St Johns and at the same time protect
leases that were scheduled to expire in early 2007. Included in this effort was considerable discussions
with potential joint venture partners that would earn their way into the project by meeting certain financial
commitments, however as time progressed it became evident, again, that by going this route the
Company would be left with a minority, non-operated position with little potential upside. As a result of
these discussions it was decided that Management had to continue to seek a financing solution that
would allow the payment of the outstanding debt due and to provide capital to drill wells, appraise the
field, protect the leases and at the same time allow the Company to maximize the value of the project for
its shareholders.

In the first quarter of 2006, the Company reapplied for several leases covering approximately 63,000
acres that had reached their ten year expiry date. At the time of the drawing the Company was confident
that it would be able to reacquire most of these leases, however after several months of inaction from the
Arizona State Land department the Company became aware that our multiple filings for the leases would
not be allowed. The drawing for these leases was finally held in the first quarter of 2007 and the Company
was successful in reacquiring approximately 9,800 acres.

In July 2006, the Company closed the Calgary office and moved the administration, financial and
technical functions to Houston, Texas where a new office was established. The decision to move the
office was based on the increased CO2/technical talent pool that was available in Houston and to be
closer to several oil and gas focused investment funds.

In September 2006, the Company was able to close an interim financing of $627,000 that provided
working capital to pursue a larger financing. With this interim financing completed, the Company let go of
its financial advisor and began an extensive road-show in the US and Canada that targeted the high net
worth individual investor. In December, 2006 the Company announced a non-brokered private placement
to raise $6.5 million and closed that placement in January, 2007 after raising approximately $9.5 million
(before share issue costs).

In January 2007, the Company paid approximately US$2.8 million to its Note holders and paid off the
Notes in full thereby becoming debt free.

Also in January 2007, the Company received all approvals for the formation of the Cottonwood Canyon
Unit Agreement in Catron County, New Mexico. The Cottonwood Canyon Unit area is located in Catron
County, New Mexico and covers an area of 89,734 acres. The Unit Agreement calls for the orderly
development of the Unit area over a 5 year period. Ridgeway Arizona Qil Corp, a subsidiary of the
Company, has been designated as the Unit Operator and is the only working interest participant in the
Unit. The effective date for the Unit formation was January 15, 2007.

In February 2007, the Company began a 12 well drilling program that would provide additional data
regarding field wide reserves and deliverability and at the same time preserve the Company’s dominant
acreage position in the area. Three wells were drilled, completed and tested, on three separate leases
prior to a lease expiry date of February 22™ 2007 with each lease being granted a two year extension
from the Arizona State Land department. During the months of March and April, 2007 the Company
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initiated drilling on 7 additional leases that were due to expire at the end of April. Three wells were
completed and 4 wells were in various stages of drilling on the lease anniversary date. The Company has
applied for the 2 year extension allowed under the lease and a recommendation has been received from
the Arizona State Land department that these leases be extended as requested. The Company currently
has one rig in operation and now that our latest funding has been completed we will now go back and
finish the original 12 well program. The rig is currently in New Mexico drilling a well in the Cottonwood
Canyon Unit area and will shortly be moving back to Arizona. The Company has plans for up to 10
additional wells in the field during 2007.

In June 2007, the Company announced that it has completed testing of a newly discovered fractured
basement zone in the 11-06-31 well. The well was tested continuously for a 30 day period and has
consistently been producing CO, gas at rates of 245 mcfpd with zero water. There has been no decline in
either flowing pressures or production rates during the testing. In addition, the helium content measured
over this period is consistently in the range of 1% of total gas and appears to indicate that this well has
discovered a new, high potential, helium pool. Further evaluation of this fractured basement zone will be
conducted in future delineation wells in order to further understand the significance of this new pay zone.

In February 2007, the Company announced the acquisition of a New Mexico oilfield that the US
Department of Energy (DOE) has identified as having considerable enhanced oil recovery (EOR)
potential. The acquisition covers 15,000 acres in a 19,000 acre mature oilfield that has produced
approximately 24 million barrels of oil to date, leading to only 14% recovery of the original 180 million
barrels of oil in place. The Company’s independent EOR consultants, Advanced Resources International
(ARI), completed a proprietary review of the field for EOR and in a report dated January 3, 2007 has
estimated that the field could recover an additional 34 million barrels of oil using state of the art CO2
injection processes. These are categorized as contingent resources under NI51-101. ARI also estimates
that the field has the potential, once fully flooded, to reach an EOR peak production rate of over 10,000
barrels of oil per day. The Company intends to initiate a pilot CO2 flood of the property following the
completion of the Company’s drilling program at the St Johns helium and CO2 field located in Apache
County, Arizona and Catron County, New Mexico. Under NI51-101 Contingent Resources are those
quantities of oil and gas estimated on a given date to be potentially recoverable from known
accumulations but are currently not economic.

In May 2007, the Company announced that it has compieted the acquisition of an additional New Mexico
oiffield that the US Department of Energy (DOE) has identified as having considerable enhanced oil
recovery (EOR) potential. The acquisition is the second of several oilfields the Company is targeting as
part of its strategy to build a substantial EOR reserve base in the Permian Basin for CO2 flooding. The
effective date for the purchase is June 1, 2007. The acquisition covers 5,000 acres in a 5,500 acre
mature oilfield that is currently producing approximately 75 barrels of oil per day and has produced
approximately 12 million barrels of oil to date, leading to only 13% recovery of the original 95 million
barrels of oil in place. The Company’s independent EOR consultants, Advanced Resources International
(ARI), completed a proprietary screening study of the field for the Company and in a report dated March
19, 2007 has estimated that the field could recover an additional 18 million barrels of oil using state of the
art CO2 injection processes. These are categorized as contingent resources under NI51-101. ARI also
estimates that the field has the potential, once fully flooded, to reach an EOR peak production rate of over
5,000 barrels of oil per day. The Company intends to initiate a pilot CO2 flood of the property within the
next three months, depending on service company availability. Under NI51-101 Contingent Resources
are those quantities of oil and gas estimated on a given date to be potentially recoverable from known
accumulations but are currently not economic.

The Company’s focus for the remainder of 2007 is to acquire additional oilfields in the Permian Basin for
CO2 flooding as part of its strategy to build a substantial EOR reserve base, while at the same time
further developing the St Johns gas resource.



Liquidity and Capital Resources

At June 30, 2007, the Company had a working capital deficit of $5.5 million, principally related to the 12
well drilling program in the St John's field initiated in 2007.

At June 30, 2007, the Company had drilling activities underway regarding twelve additional wells at the
St. Johns field funded from the proceeds of a private placements aggregating approximately $43.3 million
it has completed in 2007. The impact on liquidity will be significant from both activities. Although
expenditures are uncommitted, the Company estimates drilling activities in connection with these wells
will approximate in excess of US$9.0 million in 2007.

The Company will continue to require additional funds. EOR believes that it has access to sufficient equity
capital to maintain the asset during this period. In addition, the conversion, if any, of existing one and two
year common stock purchase warrants and existing incentive stock options is a potential source of funds
of approximately $50 million.

To date, all of the Company's equity financing has been denominated in Canadian dollars which, with the
Company’s operations exclusive centered in the U.S., exposes its assets and operations to the
fluctuations of the Canadian and U.S. dollar.

In 2006, the Company sold Units of equity for approximately $0.6 million, net of issue costs through a
private placement. The Units were priced at $0.40 each and included one share of common and one
warrant to purchase one common share at $.60 for a period of one year

In December 2005, the Company announced a senior secured note placement of US$2,000,000. The
note was to bear interest at 1 1/2% per month, had a twelve month term and matured on December 23,
2006. The note was secured by a floating charge on the assets of a wholly-owned subsidiary. The
Company had the right to repay the note prior to maturity without penalty. 1,000,000 non-transferable
warrants of the Company ("Warrants") were granted to the lender. Each Warrant entitled the holder to
purchase one share of the Company at a price of Cdn$0.50 per share until the maturity date of the note.
The warrants expired on December 23, 2006 and were not purchased by lender. In November 2006, the
Company had begun discussions with the lender to modify and extend the Term of the Note for up to 6
months. In mid December 2006, the Company agreed to accept lenders terms provided that all Terms of
the Note extension were approved by the TSX Venture Exchange. In January 2007, the Company
received notification from the Exchange that the Terms to the Note extension were not approved. On
January 18, 2007 the Company paid lender the sum of US$ 2,384,194 to pay off the Note in it's entirety
and requested lender provide the Company with a written release to the Note. After discussions between
the Company and lender, lender agreed to provide a written release to the Note provided that the
Company granted lender 250,000 shares of the Company. A written release to the Note was provided to
the Company in February, 2007.



In April 2006, the Company extended the expiry date:

o From April 14, 2006 to April 13, 2007, of 357,566 outstanding non-transferable share purchase
warrants issued on April 14, 2005. Each warrant entitled the purchase of one common share of
the Company at a price of $1.00 per share.

» From May 4, 2006 to May 4, 2007, of 570,654 outstanding non-transferable share purchase
warrants issued on May 4, 2005. Each warrant entitied the purchase of one common share of
the Company at a price of $1.30 per share.

e From May 5, 2006 to November 3, 2006, of 1,009,000 outstanding non-transferable share
purchase warrants issued on November 5, 2004. Each warrant entitled the purchase of one
common share of the Company at a price of $1.00 per share. The expiry of these warrants had
been previously extended from November 7, 2005 to May 5, 2006.

In September 2006, the Company completed a non brokered private placement for $627,000. The
placement was comprised of units priced at $0.40 per unit. Each unit comprised one share of the
Company and one non-transferable share purchase warrant entiting the holder to purchase one
additional share of the Company for every warrant held at a price of $0.60 until September 15, 2007. The
securities issued in the private placement were subject to hold periods that expired January 15, 2007.

In December 2006, the Company announced a non brokered private placement for up to a maximum of
$6,500,000. The placement was comprised of units to be priced at $0.54 per unit. Each unit comprised
one share of the company and one whole non-transferable share purchase warrant entitling the holder to
purchase one additional share of the company for every warrant held at a price of $1.00 for one year from
the date of closing of the private placement.

In January 2007, the Company closed the aforementioned placement with gross proceeds of
$9,213,248 consisting of 17,061,571 Units at $0.54 per unit. Each Unit consists of one share of the
Company and one non-transferable share purchase warrant entiting the holder to purchase one
additional share of the Company for every warrant held at a price of $1.00 until January 19, 2008.
Finder’s fees totaling $639,998 cash, 28,000 Units and 125,371 shares were paid. All securities issued in
the private placement are subject to hold periods expiring May 20, 2007.

In April 2007, the Company closed an additional private placement with gross proceeds of
$2,710,720 consisting of 1,355,360 Units at $2.00 per unit. Each Unit consists of one share of the
Company and one non-transferable share purchase warrant entiting the holder to purchase one
additional share of the Company for every warrant held at a price of $3.00 until April, 2008. The
Company incurred finder's fees totaling $165,656 cash and 4,725 Units. All securities issued in this
private placement are subject to hold periods expiring after August, 2007.

In June 2007, the Company announced that it had engaged Union Securities Ltd. (the “Agent”) as agent
in connection with a private placement of up to $15,000,000 (CDN) comprised of Units (12,096,774 Units)
at $1.24 per Unit (the “Offering”). Each Unit is comprised of 1 common share and one-half of one non-
transferable common share purchase warrant, each whole warrant entitling the holder to purchase an
additional common share at $1.80 per Warrant for a period of 24 months from Closing. The Company
also granted the Agent the option (the “Over-Allotment Option”) to purchase up to $5,000,000 (CDN) in
additional Units.

Results of Operations
Six months ended June 30, 2007 compared to six months ended June 30, 2006

The Company incurred a net loss of $5,036,224 for the first half of 2007, an increase of $3,702,069
principally due to increased stock based compensation expense of $3,509,445 related to stock option
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grants during the period compared to no option grants made in the prior period. Increased general and
administrative expense of $434,724 reflected increased personnel costs related to additional operating
activities compared to 2006. Offsetting these increases was lower interest and other expense of
$327,615, primarily related to the payoff of $3.2 million of notes payable in early 2007.

Management expects operating losses will continue during the development stage of the St. Johns
Helium/CO, Project. Profitability will not occur until the Project is further developed and Helium and/or
CO, is flowing to markets.

Resource property expenditures in the first half 2007 were $14.2 million compared to $0.3 million in first
half of 2006. The increased drilling activity in 2007 attributable to the St. Johns Helium/CO, Project is
expected to confirm deliverability and delineate the field potential for the helium and CO2 source field.

Results of Operations
Second quarter 2007 compared to second quarter 2006

The Company incurred a net loss of $1,475,982 for the quarter ended June 30, 2007, an increase of
$726,041 compared to the comparable period in 2006. Stock based compensation increased in the
second quarter of 2007 by $551,032 compared to the second quarter in 2006 as no option grants were
made in the prior period. Increased general and administrative expense of $235,807 reflected increased
personnel costs related to additional operating activities compared to 2006. Increased lease operating
expenses of $512,442 related entirely to the addition of operations at the Chaveroo field, Chaves County,
New Mexico which was purchased in 2007. Initial and ongoing remedial work was undertaken to improve
production. A non-cash foreign currency translation gain in the second quarter 2007 offset expenses and
was related to the significant movement of the Canadian dollar against the US dollar during 2007. All the
Company’s operations are denominated in US dollars and all operations, except for certain cash and
equivalents, are based in the United States.

Management anticipates continuing losses will be incurred during the development stage of the St. Johns
Helium/CO2 Project. Profitability will not occur until the Project is further developed and Helium and/or
CO2 is flowing to markets. Resource property expenditures were $8.5 million in second quarter 2007

compared to $0.2 million in second quarter 2006 principally due to the increased availability of funds in
2007.

Disclosure Controls and Procedures

The Company maintains disclosure controls and procedures designed to ensure that information required
to be disclosed in reports filed or submitted is accumulated and communicated to management, including
the President and Chief Financial Officer, as appropriate, to allow timely decisions regarding required
disclosure. The Company did not timely file its financial statements and Management's Discussion and
Analysis for the year ended December 31, 2006 principally due to a move of its headquarters from
Calgary, Alberta in June 2006 to Houston, Texas and the lack of full-time financial personnel for the
ensuing period until March 2007.

The Company’s disclosure controls and procedures rely on the direct participation of the Chief Executive
Officer and the Chief Financial Officer in the evaluation of the effectiveness of disclosure controls and
procedures. The Company had a full-time Chief Financial Officer until June 30, 2006 when the Calgary
office was closed and all personnel released. An interim Chief Financial Officer was appointed from a
member of the Board of Directors until March 1, 2007 when a new Chief Financial Officer was hired. In
accordance with Multilateral Instrument 52-109 (Certification of Disclosure in Issuers' Annual and Interim
Filings), an evaluation was conducted by the President and the new Chief Financial Officer of the
effectiveness of the disclosure controls and procedures as of the end of the period covered by this report.
Based on that evaluation, the President and Chief Financial Officer concluded that the disclosure controls
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