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Market Data

Symbol / Exchange
Coverage Initiated
Current Price

Price Target

Outstanding Shares

MaArKet Cap. .. ..ot $240M
52-Week Range $0.61- $2.75

Company Proele

MegaWest Energy Corporation (OTCBB: MGW SF) is a non-conventional oil
and gas company focusing on the North American heavy oil industry. The Com-
pany’s core business involves acquisition, exploration and development of large
North American heavy oil projects slated for early production. It has already
acquired majority interests in ¢ ve projects totaling approximately 105,000 acres
in Missouri, Kansas, Kentucky, Texas and Montana.

The Company has acquired majority interests in four promising heavy
oil projects in Missouri, Kansas, Texas and Kentucky. MegaWest has
raised initial funding of approximately $34 million for its development
programs and has initiated exploration drilling programs at all of these
projects, with the goal of establishing and producing signiecant re-
sources in 2007. The early results of drilling programs at the Deereeld
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Investment Highlights
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Heavy Oil Industry Dynamics

Exhibit 1: World Oil Demand (2005 vs. 2025)
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Exhibit 2: Crude oil prices for 2006-2007
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Source: Energy Information Administration (EIA)
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MegaWest Property Portfolio

Deerfield
Project

100%
working
interest in
7,500
acres.

Estimate of
28,000
barrels of
oil in place
per acre.

Exhibit 3: Acquisition strategy

Chetopa
Project

Holds 100%
working
interest in
392 net
acres.

15-acre
demo
project

Expected
recovery of
150,000
barrels from
the demo
project.
Additional
acreage
can be
developed.

Properties
Acquired

Kentucky
Reserves
Project

Holds
62.5%
working
rights in
the shallow
rights.

Holds
37.5%
working
interest in
deep
rights.

Current
land
position
exceeds
35,000
acres.

Source: Company Report

Trinity
Sands
Projects

Currently
holds 50%
working
interest in
20,600
acres.

After Earn-
Inis
complete,
working
interest
could
increase to
66.67%o0f
34,000
acres.

Montana
Big Sky
Project

Operatorsh-
ip and 40%
interest in
34,000
acres in 2
plays.

After Earn-
In, working
interest
increases
to 60%.

Estimates
of 400
million
barrels of
potential oil
in place.
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Business Strategy
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Heavy Oil Competitors
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Financial Analysis
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Valuation

Exhibit 4: Peer Group

Company Na me Share Market Ca Price / Net recoverable Value at $70
pany Price P- Cash flow oil reserves per barrel
1.6 billion

TXCO Resources Inc. $13.53 | $462 million 13.4 b
arrels

$112 billion

Pearl Exploration and

Production $3.10 | $441 million 31.5 NA NA

Murphy Oil Corporation $74.09  $14 billion 12.3 250&2:';2 $17.5 billion

Oil Sands Quest Inc. $5.79 $1.2 billion NA NA NA
Derek Oil and Gas $0.31 $15 million NA NA NA
Peer Average

Average for the Oil
and gas industry

Source: Reuters, Beacon Research
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Risk Factors
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Management

George T.
Stapleton, II,
President and Chief
Executive Oscer

R. William Thornton,
Chief Operations Oscer
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George Orr,
Chief Financial Oscer

Gerry Hampshire,
VP Exploitation

David Sealock,
VP Corporate Services

Wayne Sampson,
VP Land

Kelly Sledz,
VP Finance / Controller
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Disclaimer




