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MANGAGEMENT DISCUSSION AND ANALY SIS as of December 28, 2007

Management’s discussion and analysis (“MD&A") is a review of operations, current financial position and outlook
for MegaWest Energy Corp (“ MegaWest” or the “ Company”). It should be read in conjunction with the interim
consolidated financial statements and the notes thereto for the six months ended October 31, 2007 and 2006, the
annual consolidated financial statements for the year ended April 30, 2007 and 2006 and the related notes thereto,
prepared in accordance with Canadian generally accepted accounting principles.

NATURE OF BUSINESS

MegaWest is @ exploration stage non-conventional oil company with emphasis on North American heavy oil
projects. The Company has operatorship of, and owns or has the right to earn a majority interest in, over 110,000
acres of prospective oil sands|easesin Missouri, Kansas, Kentucky, Texas and Montana.

MegaWest’s current projects are:
Deerfield, Missouri;

Chetopa, Kansas;

Kentucky Reserves, Kentucky;
Trinity Sands, Texas; and

Big Sky, Montana.

R&R&RKRKR

MegaWest is continuing to seek additional oil and gas properties to add to its portfolio.
RESULTS OF OPERATIONS
Operational and Project Review

MegaWest' s projects are currently in the exploration stage. MegaWest's strategy is to evaluate, enhance and exploit
each project through:
& geoscience and engineering analysis to validate each project and identify technologies which may result in
€conomic recovery;
& field work including seismic, drilling and operation of pilot projects to corroborate engineering and
geoscience analysis, resulting in acommercial project design and development plan; and
& engage an independent third-party to establish the value of commercial reserves, leading to farm-out, sale,
or funding and execution of the commercial development plan.

The objectives of the Company’ sfiscal 2008 budget are to establish reserves and demonstrate commercial feasibility
through delineation drilling and the completion of athermal demonstration project or enhanced recovery production
tests. In addition to the existing Chetopa thermal project, MegaWest is targeting to have thermal demonstration
project operating on the Deerfield Missouri project and a thermal demonstration project designed and under
construction on the Kentucky Reserves project in fiscal 2008.

Deerfield Project, Missouri

The Deerfield Missouri project includes a 100 percent interest in approximately 8,300 undeveloped acres of oil and
gas leases in Vernon County, Missouri. In October 2007, MegaWest satisfied the terms of the Deerfield escrow
agreement that arose from the April 2007 Deerfield acquisition. As a result, the US$300,000 cash and 4,750,000
shares previously held in escrow were released. Of the cash released, US$100,000 plus interest was paid to
MegaWest for reimbursement of costs associated with |easing additional acreage.

During the six months ended October 31, 2007, MegaWest drilled fifteen exploration wells. The objectives of this

drilling program were to further define the commercial prospectivity of the Upper Warner sand formation, to
analyze the secondary Blue Jacket sand formation, and to validate the Roubidoux formation as a source water zone.
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All these formations are found at expected depths. Initial results show that the Upper Warner formation has an
average reservoir porosity of 20 percent, average net pay of 33feet, and average oil saturation exceeding 55 percent,
resulting in approximately 28,000 barrels of oil in place per acre. These initial drilling results confirm the
Company’s geological model and as aresult, MegaWest is aggressively moving forward with facilities construction
and development drilling for an enhanced oil recovery demonstration project (the “Marmaton River Project”).

The Marmaton River demonstration project will be a steam-flood with thirteen inverted seven-spot well patterns
covering ten acres. The facilities will include a 50 million BTU/hr steam generator along with production treating
vessels and tanks. Approximately 60 wells will be drilling for production, steam injection, source water and
disposal. Facility commissioning and start-up is expected within two-three months. This first project phase is
expected to produce up to 100,000 barrels of oil over an 18 — 24 month period. The average production rate is
forecast to be 220 barrels of oil per day (“bopd”) with a peak rate of 400 bopd achieved after 12 months of
operation. The produced oil will be sold at the plant gate to a local refinery and is expected to receive over 80
percent of the West Texas Intermediate posted price (“WTI"). During the quarter, the steam generator was moved
to the site, and other long lead items such as treating vessel s and tanks began construction.

Chetopa Project, Kansas

The Chetopa project is a small, heavy oil project located two miles south of Chetopa, Kansas. The assets acquired
include certain oil and gas equipment and a 100 percent interest in two oil and gas leases covering 392 unproved
acres. The land is undeveloped except for a 15 acre thermal project that includes 20 steam injector wells, 33
producer wells, awater well, a tank battery, steam generator and two transfer stations.

The Chetopa project was originally assessed to acquire the surface equipment and steam generator at a discount for
use in Missouri. However, the Company elected to refurbish the facilities and has commenced production. In June
the first truckload of oil was shipped from the facility. During the six months ended October 31, 2007, the
Company continued to operate in a pre-commercial stage, & the Company is still commissioning the project
facilities and as a result, capitalized the oil sales against capital costs in the period. Expenditures in the quarter
consisted of operating expenses, oil sales and capital expenditures on oil and gas assets. To date, consistent
commercial production rates have not been redlized. Produced ail is trucked and sold to a local refinery and to date
has been sold for over 80 percent of WTI. During the next six months MegaWest will evaluate the Chetopa
operating results and decide if additional acreage will be developed.

As part of the Chetopa acquisition, MegaWest is obligated to pay a net revenue interest up to a maximum of U.S.
$750,000 on net revenues generated from the Chetopa project. The net revenue interest becomes payable only after
the Company recovers 100 percent of its capital and operating costs, and will be paid quarterly from 25 percent of
the project’s net revenues. As at October 31, 2007 no net revenue interest has been paid as the Company has rot
recovered its capital and operating costs.

Kentucky Reserves Project, Kentucky

The Kentucky Reserves project includes a 62.5 percent working interest in the shallow rights and an additional 37.5
percent working interest in the deep rights, in certain oil and gas leases totaling approximately 35,000 unproved
acres in the Edmonson, Warren and Butler counties of Kentucky.

During the six months ended October 31, 2007, MegaWest drilled eight exploration wells. This drilling program
was designed to validate the Company’s geological model and confirm the presence of commercial quantities of
heavy oil resources. Core was recovered from each of the wellsin this program, confirming the existence of the Tar
Springs, the Hardinsburg and the Big Clifty sandstones. The core samples have been analyzed and show that the
primary target (the Big Clifty sandstones) in the area of our proposed demonstration site has an average reservoir
porosity of 15 percent, average net pay of 53 feet, with an average oil saturation of 45 percent, resulting in roughly
28,000 barrels of oil in place per acre. Based on these results, the Company has commenced permitting for a second
exploratory drilling program with the goa of finalizing the location for the first enhanced oil recovery
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demonstration project. The construction and commencement of thermal pilot project is planned to occur near the end
of the 2008 fiscal year. The Company has purchased a 50 million BTU/hr steam generator for this project.

The Company is committed to fund awork program over the next 30 months covering the first U.S. $15,000,000 of
exploration, testing and development expenditures on the project aimed at proving commercial recovery of the
potential oil contained in the leases. To October 31, 2007 the Company has spent $2 million towards this
commitment.

Trinity Sands Project, Texas

Currently, MegaWest’ sinterest in the project consists of, approximately, 34,000 unproved acresin Edwards County,
Texas. Pursuant to earn-in agreements the Company may earn up to a 66.67 percent working interest in all leased
acreage. Included in the total undeveloped acreage are 20,600 acres in which we have already earned a 50 percent
working interest and 13,400 acres in which we have earned a12.5 percent working interest, and have completed the
majority of the work to increase this earning to 33.33 percent.

During the quarter, MegaWest commenced an exploration drilling program with the goal to drill indentified
prospects and validate the Company’s geological model. To date, seven wells have been drilled and results are
currently being analyzed. This new datais being consolidated into an updated geological model.

Big Sky, Montana

On October 24, 2007 the Company completed the acquisition of a 40 percent working interest in two prospects in
Montana totaling 34,000 undeveloped acres in Chateau County, Montana. MegaWest will earn an addition 20
percent working interest in each prospect by carrying its working interest partner through the first U.S.$2.5 million
of work. In addition, MegaWest and its working interest partner have established a regional Area of Mutual Interest
(“AMI™) covering approximately 1,000,000 acres that shall remain active for the next two years. The interestin the
AMI shall be divided 65 percent to MegaWest and 35 percent to its partner. MegaWest shall pay for the lease
acquisition, initial geological and geophysical activity, drilling and completing of all wells, if any, comprising an
agreed upon initial work program for each new prospect within the AMI and shall receive 100 percent payout of all
such costs and expenses incurred br each such prospect prior to its partner receiving its respective share.
Subsequent to October 31, 2007 the Company acquired an additional 2,000 unproved acresin the project.

The Company is in the process of formulating an exploration plan that will include some seismic data acquisition to
identify future drilling locations.

Financial Review
Three Months Ended October 31, 2007

MegaWest reported a net loss of $2,230,876, $0.03 per share basic and diluted, for the three months ended October
31, 2007, compared with a net loss of $34,294, $0.01 per share, for the comparable 2006 period. The loss for the
2007 period was mainly attributable to general and administrative expenses of $1,176,105 and a foreign exchange
loss of $1,223,238.

During December 2006 the Company changed its focus to oil and gas exploration and a number of employees were
hired and a new office was established in Calgary, Alberta that resulted in salary and benefit costs, increased
professional fees, investor relation fees and office costs. General and administrative expenses for the three months
ended October 31, 2007 totaled $1,176,105, net of $402,728 capitalized to oil and gas projects. During the three
months ended October 31, 2006 the Company was seeking new business opportunities and total general and
administrative expenses was $34,295.
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Included in general administrative expense is stock—based compensation expense of $268,720 attributabl e to the cost
associated with granting stock options to new employees and consultants and $132,300 attributable to the cost
associated with issuing shares for consulting services. There were no stock option grants during the three months
ended October 31, 2006.

As noted above, the Company’s change in business plan resulted in the hiring of staff and as such the Company
incurred salary and benefit costs of $595,614 during the three months ended October 31, 2007 (2006 - $nil).

Professional fees totaled $210,722 (2006 - $28,667) and consist of audit, accounting and legal fees primarily related
to filing registration documents with the Securities and Exchange Commission (SEC) during the quarter and costs
related to the Company’ s annual general meeting.

In an effort to raise investor awareness of the Company we incurred investor relation expenses of $203,944 during
the three months ended October 31, 2007 (2006 - $nil).

Office and operations costs during the three months ended October 31, 2007 totaled $167,533 (2006 - $5,628) and
are primarily made up of office rent and supplies, information technology license and maintenance costs, insurance,
telephone and internet, travel and miscellaneous costs.

Since all of the Company’s projects are currently in the United States, the Company holds U.S. dollars to satisfy its
U.S. denominated project costs. The foreign exchange loss of $1,223,238 for the three months ended October 31,
2007 resulted primarily from the translation of our U.S. dollar denominated cash balances into our Canadian dollar
functional currency, as the Canadian dollar strengthened in value compared to the U.S. dollar during the quarter.
The Company has not entered into any hedging agreements.

The Company had interest income of $239,691 for the three months ended October 31, 2007 compared with $1 for
the comparable period. The increase in interest income for the 2007 period is related to interest earned on cash
balances generated from private placements that raised an aggregate amount of U.S. $34,011,050 in the third and
fourth fiscal quarters of 2007.

Six Months Ended October 31, 2007

MegaWest reported a net loss of $4,608,647, $0.06 per share basic and diluted, for the six months ended October 31,
2007, compared with a net loss of $57,119, $0.01 per share, for the comparable 2006 period. The loss for the 2007
period was mainly attributable to general and administrative expenses of $2,647,177 and a foreign exchange loss of
$2,352,669.

General and administrative expenses for the six months ended October 31, 2007 totaled $2,647,177, net of $723,328
capitalized to oil and gas projects. During the six months ended October 31, 2006 the Company was seeking new
business opportunities and total general and administrative expenses was $57,120.

Included in general administrative expense is stock—based compensation expense of $719,280 for the six months
ended October 31, 2007 and is attributable to the cost associated with granting stock options to employees and
consultants and $271,000 attributable to the cost associated with issuing shares for consulting services. There were
no stock option grants during the six months ended October 31, 2006.

As noted above, the Company’s change in business plan resulted in the hiring of staff and as such the Company
incurred salary and benefit costs of $1,246,103 during the six months ended October 31, 2007 (2006 - $nil).

Professional fees during the six months ended October 31, 2007 totaled $418,410 (2006 - $45,963) and are primarily

made up of audit, accounting, legal and filing costs of related to the year end audit, filing registration documents
with the SEC and costs related to the Company’ s annual general meeting.
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In an effort to raise investor awareness of the Company we incurred investor relation expenses of $301,451 during
the six months ended October 31, 2007 (2006 - $nil).

Office and operations costs during the six months ended October 31, 2007 totaled $414,261 (2006 - $11,157) and
are primarily made up of office rent and supplies, information technology license and maintenance costs, insurance,
telephone and internet, travel and miscellaneous costs.

Since all of the Company’s projects are currently in the United States, the Company holds U.S. dollars to satisfy its
U.S. denominated project costs. The foreign exchange loss of $2,352,669 for the six months ended October 31,
2007 resulted primarily from the translation of our U.S. dollar denominated cash balances into our Canadian dollar
functional currency, as the Canadian dollar strengthened in value compared to the U.S. dollar during the period. The
Company has not entered into any hedging agreements.

The Company had interest income of $530,567 for the six months ended October 31, 2007 compared with $1 for the
comparable period. The increase in interest income for the 2007 period isrelated to interest earned on cash balances
generated from private placements that raised an aggregate amount of U.S. $34,011,050in the third and fourth fiscal
quarters of 2007.

SUMMARY OF QUARTERLY RESULTS

2008 2007 2006
(000’'s) Q2 Q1 A Q3 Q2 Q1 4 Q3
Interest income $ 240 $ 201($ 258 $ 3 $ 1 $ 1| % - $ -
Loss (2231) (2378)| (3560) (3,276) (34) 23| (146) (23)
Loss per share (003 (003 | (0100 (021) (0.00) (0.00)| (0.02) (0.01)
Total Assets $57,167 $49,584 | $52,533 $11,013 $ 23 $ 30| $ 31 $ 149

Starting in December 2006, the Company began operations as an oil and gas company. As aresult, the increasesin
total assets relate to the cash proceeds from private placements and capital assets from acquisition of oil and gas
assets. The net lossis mainly attributable to:
?  stock-based compensation expense related to stock option and warrant grants to new employees, directors,
and consultants;
? foreign exhangelosson U.S. dollar cash balances translated to Canadian dollars; and
? administrative costs related to employee salaries and office operations costs.

LIQUIDTY AND CAPITAL RESOURCES

As the Company’s projects are in the exploration stage and profitable oil and gas operations have not been attained,
it is expected that existing working capital will be used to fund operations and the fiscal 2008 work plan. The
Company will need additional funds to continue operations and fund the ultimate devel opment of the Company’s oil
and gas projects, if proven commercial. Additional capital will be required in the form of equity, debt and or joint
venture farmouts. In addition to existing financial resources, the Company has 18,592,623 share purchase warrants
outstanding that could generate up to $21.8 million (U.S. $22.9 million) if exercised during their term, which ends
on August 28, 2008.

Cash and Financial Conditions
MegaWest had working capital of $15,194,718 as at October 31, 2007 compared to working capital of $28,152,901
as at April 30, 2007. Cash used in operating activities for the three months ended October 31, 2007, totaled

$1,016,077 on a $,230,876 net loss for the period. Cash used in operating activities for the six months ended
October 31, 2007, totaled $1,886,606 on a $4,608,647 net loss for the period.
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As at October 31, 2007, MegaWest had cash available of $16,678,241 which we consider sufficient to complete our
fiscal 2008 budgeted work plan. Additional capital may be required thereafter or should the budget or work plan be
amended for a number of reasons which include, but are not limited to, future events, possible business or property
acquisitions and actual results differing from our anticipated our work plan.

Investing Activities

Cash used in investing activities was $5,657,405 for the three months ended October 31, 2007 (six months ended -
$7,786,272) and included cash capital expenditures of $6,910,245 (six months ended — $8,883,712) incurred on the
Company’s oil and gas projects and corporate capital costs. Cash used in investing activities was nil for the three
and six month periods ended October 31, 2006.

Financing Activities

The Company’s debt obligations at October 31, 2007 consist of convertible promissory notes and potential cash
payout obligations on exchange shares.

The convertible promissory notes of U.S.$1,700,000 were assumed on December 20, 2006 in connection with the
acquisitions of Deerfield Kansas and Trinity. The principal and interest are convertible into common shares at US
$0.25 per share until June 20, 2008. The interest rate on the notesis six percent per annum.

The Company issued 95,000 class B shares of our subsidiary, MegaWest USA, as part of the consideration given to
acquire Trinity in April 2007. Each dass B exchange share is convertible into 100 common shares with up to
9,500,000 common shares of MegaWest to be issued. The holders of these MegaWest USA shares have the right to
exchange, or can receive a cash payment of US $950,000 (US $10.00 per exchange share) until July 31, 2008, after
which MegawWest can implement aforced exchange of the shares.

The Company’s shares trade in the United States on the Over-the-Counter Bulletin Board exchange (“OTC"). The
number of outstanding shares and the number of shares that could be issued if all of our dilutive instruments are
converted to shares at the following dates were:

December 28, October 31, April 30,
2007 2007 2007

Common shares outstanding 78,216,320 77,936,050 72,436,050
Exchange shares® 9,500,000 9,500,000 9,500,000
Stock options @ 10,383,730 10,259,000 9,669,000
Warrants

Private placement ©® 18,592,623 18,592,623 18,592,623

Incentive ¥ 19,500,000 19,500,000 19,500,000

Consulting © 6,000,000 6,000,000 6,000,000

Acquisition © 250,000 250,000 -
Unit rights ") 832,500 832,500 832,500
Convertible promissory notes ® 7,204,000 7,152,000 6,945,200
Common shares in escrow'® - - 4,750,000
Fully diluted common shares 150,479,173 150,022,173 148,225,373

Notes:

(1) Represents 95,000 class B shares of our subsidiary, MegaWest USA, as part of the consideration given
to acquire Trinity. Each class B exchange share is convertible into 100 of our common shares with up
to 9,500,000 common shares of MegaWest to beissued.
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@)
©)

4

®)

(6)
)

©)

©)

Represents stock options to purchase common shares at prices from U.S.$0.10 to U.S.$2.25 per share,
with expiry dates from March 15, 2008 through to March 15, 2012 and with various vesting terms.

Represents whole share purchase warrants issued in mnnection with our private placement offerings.
Each whole share purchase warrant is exercisable into one common share at prices from U.S.$1.00 to
U.S.$1.30, with expiry dates from January 5, 2008 to March 1, 2008. On December 14, 2007 the
Company extended the term of these warrants to July 5, 2008 and August 28, 2008.

Represents warrants that entitle the holder to purchase common shares of the Company at a price of
U.S.$0.10 per share after vesting if the holder thereof brings a project of merit (i.e. a project with a
potential economic value in the amount of at least U.S.$1.00 multiplied by the total number of warrants
issued to the holder) to the directors. To date, 19,000,000 of these warrants have vested. The expiry
date of these warrants has been extended to January 15, 2009.

Represents warrants granted to various investor relations and other contractors. The consulting
warrants are exercisable into one common share at an exercise price of U.S. $0.50 and expire on
January 5, 2009.

Represent warrants granted as part consideration for the acquisition of the Big Sky project in Montana.
Each warrant is exercisable into one common share at a price of U.S.$2.50 until April 24, 2009.

Represents rights to buy an additional 180,000 units under the same terms as the January U.S.$0.50
private placement (unit includes one common share and one half common share purchase warrant
exercisable at U.S.$1.00) and rights to buy a further 375,000 units under the same terms as the March
U.S.$1.00 private placement (unit includes one common share and one half common share purchase
warrant exercisable at U.S.$1.30). These rights, including the underlying common share purchase
warrants, expire between January 5, 2008 and March 1, 2008.

Represents common shares that could potentially be issued from convertible promissory notes in the

aggregate amount of US$1,700,000, including accrued interest at a rate of 6% per annum, which
together maybe converted into common shares at US$0.25 per share until June 20, 2008.

Represents shares held in escrow pursuant to the Deerfield Energy LLC acquisition. In October 2007
the terms of the escrow were met and the shares have been rel eased.

Contractual Obligations

The annual MD& A for the year ended April 30, 2007 includes a summary of the Company’s contractual obligations.

There have been no new material changes to those obligations during the six months ended October 31, 2007.

TRANSACTIONSWITH RELATED PARTIES

The Company incurred the following related party transactions in the period ended October 31, 2007. These

transactions were measured at the exchange amount, which is the amount agreed upon by the transacting parties.

D

)

(3) The Company incurred $15,500 in general and administrative costs to entities controlled by former directors

The Company’s Chief Financial Officer (“CFQ”) is affiliated with a private company that assisted Megawest
in completing previous share issue private placements and that currently provides the Company with ongoing
investor relations services. MegaWest paid $45,000 and $99,600 for these services for the three and six month

periods ended October 31, 2007, respectively (2006 — nil).

Pursuant to employment contracts, the Company paid $142,802 and $314,127 in salaries and benefits to the
Chief Executive Officer, Chief Operating Officer and CFO for the three and six months ended October 31,

2007, respectively (2006 — nil).

during the six months ended October 31, 2006.

CRITICAL ACCOUNTING POLICIESAND ESTIMATES
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Our accounting principles are described in Note 1 to the annual consolidated financial statements for the year ended
April 30, 2007 and 2006. We prepare our annual consolidated financial statements in conformity with GAAP in
Canada, which conform in all material respects to U.S. GAAP except for those items disclosed in Note 19 to the
annual consolidated financial statements. For U.S. readers, we have detailed the differences and have also provided
areconciliation of the differences between Canadian and U.S. GAAP in Note 19 to the annual consolidated financial
statements.

The preparation of our financial statements requires us to make estimates and judgments that affect our reported
amounts of assets, liabilities, revenue and expenses. On an ongoing basis we evaluate our estimates, including those
related to acquisitions, asset impairment, valuation allowances, volatility and market value of our share price and
contingencies. These estimates are based on information that is currently available to us and on various other
assumptions that we believe to be reasonable under the circumstances. Actual results could vary from those
estimates under different assumptions and conditions.

The critical accounting policies that affect the more significant judgments and estimates used in preparation of our
financial statements are described our annual MD&A for the year ended April 30, 2007 and have not changed to
date.

CHANGE IN ACCOUNTING POLICIES

On May 1, 2007, the Company adopted new Canadian accounting standards regarding other comprehensive income,
financial instruments and hedge accounting.

(1) Section 1530 Comprehensive Income (“S.1530") and Section 3251 Equity (“S.3251"):

S.1530 requires presentation of certain gains and losses outside of net income, such as unrealized gains or
losses related to hedges or other derivative instruments. Other comprehensive income represents items such as
the change in equity arising from unrealized gains and losses from financial instruments designated as
available-for-sale and changes in fair market value of derivatives designated as hedges, and is presented as a
separate component of shareholders’ equity on the balance sheet. S.3251 established standards for the
presentation of equity and changes in equity during the period.

(2) Section 3855 Financial Instruments — Recognition and Measurements (' S.3855") and Section 3861 Financial
Instruments — Disclosure and Presentation (“ S.3861"):

S.3855 establishes standards for recognizing and measuring financial assets and financial liabilities and non-
financial derivatives as required to be disclosed under S.3861. Financial instruments are required to be
classified in one of five ways: (i) held for trading, (ii) held to maturity, (iii) loans and receivables (iv)
available-for-sale, or (v) other financial liahilities.

At May 1, 2007 the Company’s financial instruments include cash and cash equivalents, accounts receivable,
marketable securities, accounts payable and accrued liabilities and convertible promissory notes. Cash and
cash equivalents and accounts receivable are considered held to maturity and are recorded at amortized cost.
Marketable securities are considered available-for-sale and are recorded at fair value, with the changes in fair
value recorded in comprehensive income. Convertible promissory notes are considered other financial
liabilities and are recorded at amortized cost.

(3) Section 3865 Hedges (“ S.3865"):

S.3865 establishes standards for how and when hedge accounting may be applied. The Company does not
currently participate in any hedging activities.

The Company also adopted Section 1506 Accounting Changes, the only impact of which is to provide disclosure of
when an entity has not applied a new source of GAAP that has been issued but is not yet effective. Thisis the case
with Sections 3862 Financial Instrument Disclosures and 3863 Financial Instruments Presentation, which are
required to be adopted for fiscal years beginning on or after October 1, 2007. The Company will adopt these
standards on May 1, 2008 and it is expected the only effect on the Company will be incremental disclosures
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regarding the significance of financial instruments for the entity’s financial position and performance; and the
nature, extent and management of risks arising from financial instruments to which the entity is exposed.

RISKS AND UNCERTAINTIES

The annua MD&A for the year ended April 30, 2007 includes an overview of certain business risks and
uncertainties facing the Company. Those risks remain in effect on October 31, 2007.

OFF BALANCE SHEET ARRANGEMENTS

The Company does not have any off balance sheet arrangements other than the items noted above in contractual
obligations.

FINANCIAL INSTRUMENTS

The Company is exposed to exchange rate fluctuations between the U.S. and Canadian dollars. The Company does
not engage in the use of derivative financial instruments.

INTERNAL CONTROLSOVER FINANCIAL REPORTING

The Company maintains a set of internal controls over financial reporting which have been designed to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements in
accordance with Canadian GAAP. For the three and six month periods ended October 31, 2007, there have been no
changes in the design of internal controls over financial reporting that have materially affected, or are reasonably
likely to materially affect, internal controls over financial reporting. Refer to the annual MD&A for the year ended
April 30, 2007 for afurther discussion of internal controls over financial reporting.

ADVISORY REGARDING FORWARD-LOOKING STATEMENTS

This document contains statements about expected or anticipated future events and financial results that are forward-
looking in nature and as a result, are subject to certain risks and uncertainties, such as general economic, market and
business conditions, the regulatory process and actions, technical issues, new legislation, competitive and general
economic factors and conditions, the uncertainties resulting from potential delays or changes in plans, the actual
presence or recoverability of estimated oil and gas resources, the occurrence of unexpected events, and the
Company's capability to execute and implement its future plans. Actual results may differ materially from those
projected by management. For such statements, we claim the safe harbour for forward-looking statements within the
meaning of the Private Securities Litigation Reform Act of 1995.

The risks and uncertainties that could affect future events or the Company's future financial performance are more
fully described in the Company's quarterly reports (on Form 6K filed in the U.S. and on Form 51-102F1 filed in
Canada), the Company's annual reports (on Form 20-F filed in the U.S. and Canada) and the other recent filings in
the U.S. and Canada. These filings are available at www.sec.gov in the U.S. and www.sedar.com in Canada.

Company Information

Additional information related to MegaWest is available on the Company’s website at www.megawestenergy.com,
SEDAR’s website at www.sedar.com and the EDGAR’ s website at www.sec.gov.

Page 9



