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Enterprise Oilfield Group (TSX: E) Q2 2009 Update –Revenues inline with Expectations –FINAL REPORT

Sector/Industry: Oilfield Services/Utility Infrastructure www.enterpriseoil.ca

Market Data (as of October 30, 2009)
Current Price $0.165
Fair Value $0.36 (↓)
Rating* BUY
Risk* 3 (Average)
52 Week Range $0.11 - $0.25
Shares O/S 42.18 MM
Market Cap $6.96 MM
Current Yield N/A
P/E N/A
P/B 0.47x
YoY Return -8.3%
YoY TSX 10.7%

*See back of report for rating and risk definitions
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Q2 2009 Highlights:

 In Q2 2009, Enterprise posted revenues of $4.95 million,
compared to $6.75 million in Q2 2008. Revenues for the first
6 months of 2009 were $13.92 million, compared to $19.41
million in the same period in 2008. YOY decline in revenues
was inline with expectations and was primarily due to lower
oilfield activities given the current industry conditions.

 Gross margins were slightly below expectations and were
13.6% for the first 6 months of 2009, compared to 24.7% in
the same period in 2008. We note the company continues to
focus on providing excellent customer service and reducing
costs to weather the current industry downturn.

 We continue to believe that Enterprise will outperform other
oilfield service companies in Alberta due to the
diversification of its businesses. The company’s operation in 
Peace River has contributed revenues YTD, and may present
upside potential from the new customers in the area.

 The company reported a net loss of $1.17 million (EPS: -
$0.03) in Q2 2009, compared to a net loss of $1.12 million
(EPS: -$0.03) in Q2 2008. For the first 6 months ended June
2009, Enterprise posted a net loss of $1.23 million (EPS: -
$0.03), compared to net income of $0.74 million (EPS:
$0.02) in the same period in 2008.

 Subsequent to the Q2 filing, the company announced that it
has been awarded three new projects for a total value of $4
million. The company believes that further projects can be
anticipated from the same client.

Key Financial Data (FYE - Dec 31)
(US$) 2007 ( 15 mo) 2008 2009E 2010E
Revenue 47,296,907 39,761,681 30,037,946 34,556,439
Net Income 928,589 (12,269,241) (1,247,039) 423,618
EPS 0.03 (0.30) (0.03) 0.01
Cash 509,909 607,286 21,915 9,303
Working Capital (37,144) 1,108,800 175,596 1,896,398
Total Assets 42,642,726 29,761,754 28,442,231 27,282,284
Debts/Assets 30.6% 40.3% 41.2% 36.8%

Enterprise Oilfield Group Inc. provides small diameter pipeline construction and directional drilling services in central and northern Alberta's
oilfields and utility infrastructure sector. The company’s utility infrastructure business reduces the company’s exposure to the cyclical oil and gas 
industry, and provides installation of underground power, telecommunications and natural gas lines to utility and telecommunication companies.
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Revenues Inline
With Expectations

Gross Margins
Slightly Below
Expectation

In Q2 2009, Enterprise posted revenues of $4.95 million, down from $6.75 million in
Q2 2008. For the first 6 months of 2009, the company reported revenues of $13.92
million, compared to $19.41 million in the same period in 2008. YOY decline in
revenues was inline with our expectations and was primarily due to lower oilfield
projects available given the current industry conditions. We have not made significant
revisions, and forecast revenues of $30.04 million in 2009, and $34.56 million in
2010, respectively, compared to $30.22 million in 2009, and $34.77 million in 2010
in our previous report. At this time, we continue to believe that Enterprise will
outperform the oilfield service industry in Alberta because of the diversification in its
businesses:

- The company recently initiated transportation infrastructure services. This is in
addition to the already diversified products and services the company has to offer
from its existing pipeline construction and utility infrastructure businesses. As
discussed in our previous report, the company continues its marketing strategies for
more civic related infrastructure projects.

- As discussed in our initiating report, the company commenced an operation center in
the Peace River area in 2008, where the company targets to provide year round
infrastructure and facilities maintenance services. This started contributing to
revenues in early 2009. Importantly, the facility has presented a marketing
opportunity for the company to showcase its pipeline construction and other oilfield
services to prospective customers in this area. We believe Peace River has good
potential for the company’s pipeline servicesdue to significant heavy oil production
in the area.

Gross margins in Q2 2009 were 4.6%, compared to 6.3% in Q2 2008. Gross margins in
the first 6 months in 2009 were 13.6%, compared to 24.7% in the same period in 2008,
and slightly below our expectations. As explained in our previous report, margins
continue to be squeezed as the company receives lower prices from its customers due to
lower oil and gas prices. In addition, competition also put downward pressure on
pricing as many oilfield service companies lowered prices. Based on our discussion
with management, Enterprise continues to focus on providing excellent service to its
customers and thus, has been able to maintain relatively healthy gross margins
compared to those of its competitors. In addition, we think YTD gross margins were
negatively affected by the downsizing of the Wainwright operation, and the start-up and
integration costs of the Peace River facilities maintenance operations. Nonetheless, we
have lowered our gross margin forecast from 21.2% to 17% in 2009, based on YTD
performance. We maintain our gross margin forecast for 2010 at 23%.

Margins 2007(15mo) 2008 2009E 2010E 20086mo 20076mo Q22009 Q22008 2009(6mo) 2008(6mo)
Grossmargins 23.8% 25.3% 17.0% 23.0% 24.7% 22.9% 4.6% 6.3% 13.6% 24.7%
EBITDAmargin 10.5% 12.0% 1.3% 8.5% 12.1% 11.8% -20.0% -12.8% -4.2% 12.1%
EBITmargin 4.8% 5.5% -5.0% 2.4% 5.7% 7.4% -29.7% -21.9% -11.0% 5.7%
EBTmargin 2.9% -34.2% -5.8% 1.2% 4.6% 7.1% -33.4% -23.5% -12.4% 4.6%
Netmargin 2.0% -30.9% -4.2% 1.2% 3.8% 4.7% -23.7% -16.5% -8.8% 3.8%
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Lowered EPS
Forecast in 2009

Cash Flows and
Capital Structure

Valuation

G&A expenses were $2.47 million in the first 6 months of 2009, compared to $2.45
million in the same period in 2008. We also believe YTD G&A expenses were
negatively affected by the downsizing of the Wainwright operation and the start-up of
the Peace River operation, which we believe is now completed. Hence, we expect G&A
expenses to improve for the balance of 2009 (reflected in our valuation model). This is
also in light of the company implementing a wage freeze, and is currently reviewing
opportunities to further reduce G&A expenses as well as centralizing its repair and
maintenance facilities with its equipment yard.

Overall, the company reported a net loss of $1.17 million (EPS: -$0.03) in Q2 2009,
compared to a net loss of $1.12 million (EPS: -$0.03) in Q2 2008. For the first 6
months ended June 2009, Enterprise posted a net loss of $1.23 million (EPS: -$0.03),
compared to net income of $0.74 million (EPS: $0.02) in the same period in 2008. In
addition to the changes discussed above, we have included a tax recovery in our model.
As a result, we forecast a net loss of $1.25 million (EPS: -$0.03) in 2009, compared
to our previous estimate of a net loss of $0.77 million (EPS: -$0.02). In 2010, we
forecast net income of $0.42 million (EPS: $0.01) versus our previous forecast of
$0.47 million (EPS: $0.01).

In the first six months of 2009, the company generated $3.84 million from operations
(despite a net loss during the period, positive cash flow from operations was the result
of positive changes in non-cash working capital, primarily accounts receivables). This,
combined with existing cash, was primarily used to pay down $2.38 million in long
term debt, $1.99 million in short term bank loans, and finance a net purchase of $0.18
million in capital assets (purchased $0.44 million in new equipments and sold $0.26
million in old equipment). Note the company continues to update its equipment fleet
with a goal to improve efficiency and provide excellent customer services.

Based on a capital expenditure estimate of $1 million in 2009 (unchanged from our
precious report and provided to us by management), we believe current cash and cash
flows from operations will be insufficient to fund capital expenditures and working
capital for the balance of 2009. Our model indicates that the company will have to raise
an additional $2.99 million for the balance of 2009. We have assumed it will be raised
from the company’s revolving line of credit of $9 million, of which, $6.34 million was
available as at June 30, 2009 (the loan cannot exceed 75% of the company’s accounts 
receivables). Note: the company repaid $1.99 million in short term bank loans in the
first half of 2009; thus, the overall effect on the cash flow statement will be an
additional $1.0 million in short term bank loans for the entire 2009.

From the assumptions above, our DCF model gave a fair value estimate of $0.56 per
share, lower than $0.74 per share in our previous report.
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Conclusion &
Rating

Risk Analysis

EnterpriseOilfieldGroup- DCFValuation
(C$) 2009E 2010E 2011E 2012E 2013E 2014E 2015E 2016E 2017E 2018E Terminal
Net Income (1,247,039) 423,618 1,231,000 2,083,064 2,632,021 3,708,748 4,039,978 4,371,033 4,613,955 4,853,461 5,090,996
NonCashCharges 1,624,437 2,232,778 2,214,394 2,690,957 1,526,692 1,382,953 1,259,338 1,153,029 1,061,604 982,978 915,360
Funds fromOperations 377,398 2,656,397 3,445,394 4,774,021 4,158,713 5,091,701 5,299,316 5,524,062 5,675,558 5,836,440 6,006,356
Investment inW/C 319,706 (490,907) (515,452) (541,225) (568,286) (596,701) (626,536) (657,862) (690,755) (725,293) (761,558)
CashFromOperations 697,105 2,165,490 2,929,941 4,232,796 3,590,427 4,495,001 4,672,780 4,866,200 4,984,803 5,111,146 5,244,798
Capex 1,000,000 500,000 500,000 500,000 500,000 500,000 500,000 500,000 500,000 500,000 500,000
FreeCashFlow (302,895) 1,665,490 2,429,941 3,732,796 3,090,427 3,995,001 4,172,780 4,366,200 4,484,803 4,611,146 4,744,798
PV (290,292) 1,425,171 1,856,534 2,546,381 1,882,303 2,172,551 2,026,099 1,892,870 1,735,971 1,593,639 18,220,331

Discount Rate 12%
Terminal Growth 3%

FirmPV 35,061,559
Cash(Beg. of Year) 607,286
Debt (Beg. OfYear) 11,983,496
PVEquity 23,685,349
SharesO/S 42,181,700
DCFValue/Share 0.56

Comparable Analysis: Industry multiples for the oil and gas equipment and services
industries continue to improve since our previous report. Based on the current industry
average P/E of 16.7x (previously 15.9x), we value E at $0.168 per share based on our
2010 EPS forecast.

Industry - Oil and Gas Equipment and Services
Industry P/E 16.7
EPS (2010E) 0.010

Fair Value based on 2010 EPS 0.168
Source: Yahoo Finance, FRC

The average valuation of our DCF model and comparables analysis is $0.36 per
share, compared to $0.46 per share in our previous report. Therefore, we reiterate
our BUY rating on Enterprise at a lower fair value opinion of $0.36 per share and
maintain our Risk outlook on the company at 3 (Average).

We believe the following risks, although not exhaustive, can affect the company’s 
performance:

 The company is exposed to commodity prices. Sustained depression in energy
prices would cause less drilling activity and hence, less demand for Enterprise’s 
pipeline construction business. This is being offset by the company’s increasing 
focus on providing services for infrastructure projects.

 Current market conditions make it difficult to raise capital at a fair price, which
would delay the company’s acquisition plans and hinder its growth. In addition,
until industry demand returns to normal, the company may have to rely on bank
loans. Any setback in the general economy or the banking industry could have a
significant adverse effect on the company’s capital structure.

 The company is exposed to environmental legislation risks.
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APPENDIX

Income Statement - Enterprise Oilfield Group
(in C$)

2007 (15 mo) 2008 2009E 2010E

Revenue 47,296,907 39,761,681 30,037,946 34,556,439
Direct expenses 36,031,478 29,691,300 24,922,600 26,608,458
Gross margin 11,265,429 10,070,381 5,115,346 7,947,981

General and administrative expenses 5,304,425 4,723,854 5,000,000
Stock-based compensation 252,057 - -
Others 6,067,108

6,319,165 5,304,425 4,723,854 5,000,000

EBITDA 4,946,264 4,765,956 391,492 2,947,981

Amortization 2,660,507 2,571,697 1,904,701 2,114,165
EBIT 2,285,757 2,194,259 (1,513,210) 833,816

Interest on long term debt 549,057 395,669 243,183 410,198
Other income (344,111) (30,741) -
Goodwill 15,107,935
Loss on sale of equipment 308,873
EBT 1,392,589 (13,587,477) (1,756,393) 423,618

Tax 464,000 (1,318,236) (509,354)

Net income 928,589 (12,269,241) (1,247,039) 423,618

EPS
Basic 0.03 (0.295) (0.03) 0.01
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Balance Sheet - Enterprise Oilfield Group
(in C$)

2007 (15 mo) 2008 2009E 2010E

Current assets
Cash and cash equivalents 509,909 607,286 21,915 9,303
Accounts receivable 7,320,831 10,916,390 10,588,898 11,118,343
Income taxes refundable 171,212 140,542 140,542 140,542
Inventory 1,006,327 506,830 501,762 526,850
Prepaid expenses 335,772 624,441 618,197 649,106
Future income taxes - - - -

9,344,051 12,795,489 11,871,313 12,444,145

Property, plant and equipment 16,557,906 14,805,290 13,995,824 12,487,367
Goodwill 15,107,935 - - -
Other intangible assets 1,530,319 1,200,375 1,105,140 999,432
Portfolio investment 102,515 28,000 28,000 28,000
Future income taxes 932,600 1,441,954 1,323,341

42,642,726 29,761,754 28,442,231 27,282,284

Current liabilities
Bank overdraft and indebtedness 4,950,988 6,526,900 7,526,900 8,126,900
Accounts payable and accrued liabilities 1,342,171 1,909,814 1,890,716 1,985,252
Income taxes payable - - -
Current portion of long term debt 3,088,036 3,249,975 2,278,101 435,595

9,381,195 11,686,689 11,695,717 10,547,747

Long term debt 4,993,846 2,206,621 1,914,930 1,479,335
Future income taxes 261,645 - -

Shareholders' equity
Share capital 24,142,242 24,032,796 24,013,885 24,013,885
Warrants 197,609 47,796 47,796 47,796
Contributed surplus 638,298 1,085,717 1,260,807 1,260,807
Retained earnings 3,025,376 (9,243,865) (10,490,904) (10,067,285)
Other comprehensive income 2,515 (54,000) - -

28,006,040 15,868,444 14,831,584 15,255,203

Total liabilities and shareholder's equity 42,642,726 29,761,754 28,442,231 27,282,284
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Cash Flow Statement - Enterprise Oilfield Group
(in C$)

2007 (15 mo) 2008 2009E 2010E

Cash from operations
Net income 928,589 (12,269,241) (1,247,039) 423,618

Amortization 2,660,507 2,571,697 1,904,701 2,114,165
Goodwill write down 15,107,935
(Gain) loss on sale of property, plant and equipment 582,624
Stock-based compensation 252,057 96,175 229,090 -
Loss on sale of equipment 308,873 - -
Future income tax (recovery) 476,645 (1,176,245) (509,354) 118,613

4,900,422 4,639,194 377,398 2,656,397

Changes in non-cash working capital (2,796,342) (2,786,414) 319,706 (490,907)
2,104,080 1,852,780 697,105 2,165,490

Financing activities
Increase in bank indebtedness 1,575,912 1,000,000 600,000
Decrease in vendor debt (587,267)
Proceeds from long-term financing 10,941,502 637,125
Proceeds from issue of common shares, 160,500
Share repurchase (68,516) (18,911)
Share capital issuance 10,043,066
Financing costs (131,818)
Repayment of long- term debt (8,752,279) (3,379,187) (1,900,690) (2,278,101)

11,513,204 (1,711,291) (282,476) (1,678,101)

Investing activities
Deferred financing costs
Additions to property, plant and equipment (7,608,253) (584,444) (1,000,000) (500,000)
Proceeds on disposition of property, plant and equipement 1,219,120 540,332
Acquisition of business (12,017,900) - -
Purchase of portfolio investment - -

(18,407,033) (44,112) (1,000,000) (500,000)

Increase (decrease) in cash flow (4,789,749) 97,377 (585,371) (12,611)
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Fundamental Research Corp. Equity Rating Scale:
Buy–Annual expected rate of return exceeds 12% or the expected return is commensurate with risk
Hold–Annual expected rate of return is between 5% and 12%
Sell–Annual expected rate of return is below 5% or the expected return is not commensurate with risk
Suspended or Rating N/A— Coverage and ratings suspended until more information can be obtained from the company regarding recent events.

Fundamental Research Corp. Risk Rating Scale:
1 (Low Risk) - The company operates in an industry where it has a strong position (for example a monopoly, high market share etc.) or operates in
a regulated industry. The future outlook is stable or positive for the industry. The company generates positive free cash flow and has a history of
profitability. The capital structure is conservative with little or no debt.

2 (Below Average Risk) - The company operates in an industry where the fundamentals and outlook are positive. The industry and company are
relatively less sensitive to systematic risk than companies with a Risk Rating of 3. The company has a history of profitability and has demonstrated
its ability to generate positive free cash flows (though current free cash flow may be negative due to capital investment).  The company’s capital 
structure is conservative with little to modest use of debt.

3 (Average Risk) - The company operates in an industry that has average sensitivity to systematic risk. The industry may be cyclical. Profits and
cash flow are sensitive to economic factors although the company has demonstrated its ability to generate positive earnings and cash flow. Debt use
is in line with industry averages, and coverage ratios are sufficient.

4 (Speculative) - The company has little or no history of generating earnings or cash flow. Debt use is higher. These companies may be in start-up
mode or in a turnaround situation. These companies should be considered speculative.

5 (Highly Speculative) - The company has no history of generating earnings or cash flow. They may operate in a new industry with new, and
unproven products. Products may be at the development stage, testing, or seeking regulatory approval. These companies may run into liquidity
issues, and may rely on external funding. These stocks are considered highly speculative.

Disclaimers and Disclosure
The opinions expressed in this report are the true opinions of the analyst about this company and industry. Any “forward looking statements” are our best estimates 
and opinions based upon information that is publicly available and that we believe to be correct, but we have not independently verified with respect to truth or
correctness. There is no guaranteethat our forecasts will materialize.   Actual results will likely vary.   The analyst and Fundamental Research Corp.  “FRC” does not 
own any shares of the subject company, does not make a market or offer shares for sale of the subject company, and does not have any investment banking business
with the subject company. Fees of less than $30,000 have been paid by E to FRC. The purpose of the fee is to subsidize the high costs of research and monitoring.
FRC takes steps to ensure independence including setting fees in advance and utilizing analysts who must abide by CFA Institute Code of Ethics and Standards of
Professional Conduct. Additionally, analysts may not trade in any security under coverage. Our full editorial control of all research, timing of release of the reports,
and release of liability for negative reports are protected contractually. To further ensure independence, E has agreed to a minimum coverage term including four
updates. Coverage cannot be unilaterally terminated. Distribution procedure: our reports are distributed first to our web-based subscribers on the date shown on this
report then made available to delayed access users through various other channels for a limited time.  The performance of FRC’s research is ranked byInvestars. Full
rankings and are available at www.investars.com.

The distribution of FRC’s ratings are as follows: BUY (69%), HOLD (10%), SELL (5%), SUSPEND (16%).
To subscribe for real-time access to research, visit http://www.researchfrc.com/subscription.htm for subscription options.

This report contains "forward looking" statements. Forward-looking statements regarding the Company and/or stock’s performance inherently involve risks and 
uncertainties that could cause actual results to differ from such forward-looking statements. Factors that would cause or contribute to such differences include, but are
not limited to, continued acceptance of the Company's products/services in the marketplace; acceptance in the marketplace of the Company's new product
lines/services; competitive factors; new product/service introductions by others; technological changes; dependence on suppliers; systematic market risks and other
risks discussed in the Company's periodic report filings, including interim reports, annual reports, and annual information forms filed with the various securities
regulators. By making these forward looking statements, Fundamental Research Corp. and the analyst/author of this report undertakes no obligation to update these
statements for revisions or changes after the date of this report. A report initiating coverage will most often be updated quarterly while a report issuing a rating may
have no further or less frequent updates because the subject company is likely to be in earlier stages where nothing material may occur quarter to quarter.
Fundamental Research Corp DOES NOT MAKE ANY WARRANTIES, EXPRESSED OR IMPLIED, AS TO RESULTS TO BE OBTAINED FROM USING THIS
INFORMATION AND MAKES NO EXPRESS OR IMPLIED WARRANTIES OR FITNESS FOR A PARTICULAR USE. ANYONE USING THIS REPORT
ASSUMES FULL RESPONSIBILITY FOR WHATEVER RESULTS THEY OBTAIN FROM WHATEVER USE THE INFORMATION WAS PUT TO.
ALWAYS TALK TO YOUR FINANCIAL ADVISOR BEFORE YOU INVEST. WHETHER A STOCK SHOULD BE INCLUDED IN A PORTFOLIO
DEPENDS ON ONE’S RISK TOLERANCE, OBJECTIVES, SITUATION, RETURN ON OTHER ASSETS, ETC.   ONLY YOUR INVESTMENT ADVISOR 
WHO KNOWS YOUR UNIQUE CIRCUMSTANCES CAN MAKE A PROPER RECOMMENDATION AS TO THE MERIT OF ANY PARTICULAR SECURITY
FOR INCLUSION IN YOUR PORTFOLIO. This REPORT is solely for informative purposes and is not a solicitation or an offer to buy or sell any security. It is
not intended as being a complete description of the company, industry, securities or developments referred to in the material. Any forecasts contained in this report
were independently prepared unless otherwise stated, and HAVE NOT BEEN endorsed by the Management of the company which is the subject of this report.
Additional information is available upon request. THIS REPORT IS COPYRIGHT. YOU MAY NOT REDISTRIBUTE THIS REPORT WITHOUT OUR
PERMISSION. Please give proper credit, including citing Fundamental Research Corp and/or the analyst, when quoting information from this report.

Fundamental Research Corp is registered with the British Columbia Securities Commission as a Securities Adviser which is not in any way an endorsement from the
BCSC. The information contained in this report is intended to be viewed only in jurisdictions where it may be legally viewed and is not intended for use by any
person or entity in any jurisdiction where such use would be contrary to local regulations or which would require any registration requirement within such jurisdiction.


