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The accompanying unaudited interim financial statements of the Corporation have been prepared by and are the
responsibility of the Corporation’s management.

The following Management Discussion and Analysis (“MD&A”) of financial results should be read in conjunction
with the unaudited interim financial statements and the accompanying notes for the period ended February 29, 2008,
the audited financial statements and accompanying notes thereto, and MD&A for the year ended August 31, 2007.
This MD&A is based on information available to April 22, 2008. Additional information on Wavefront Energy and
Environmental Services Inc.’s (the “Corporation” or “Wavefront”) is available on SEDAR at www.sedar.com.
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Management’s Responsibility

The management of the Corporation is responsible for the accuracy of the information disclosed in the Management
Discussion and Analysis. The interim and annual Management Discussion and Analysis of Financial Conditions and
Results of Operations are also reviewed and approved by the Audit Committee of the Corporation’s Board of Directors.
This Management Discussion and Analysis of Financial Conditions and Results of Operations contain information
available to April 22, 2008.

Overview of Business

The principal business of Wavefront Energy and Environmental Services Inc. (“Wavefront” or “the Corporation”) is
the development and commercialization of innovative technologies and processes for injection and recovery of
fluids in both the environmental and energy sectors. At the core of the Corporation’s strategic value proposition is
its patented fluid flow process marketed in the energy sector as Powerwave™ and in the environmental sector as
Primawave ™ (collectively known as ‘PW”).

The Corporation’s business model is to leverage its technology by licensing the end users access to the technology
under its process patents thereby creating a recurring revenue stream. In licensing the technology, the Corporation
provides the end users system to carry out the licensed process. As such the Corporation capitalizes the PW
systems. As the value proposition to the end client is in the process carried out, at no time are the Corporation’s
systems transferred or otherwise sold to third parties.

Powerwave has been successfully applied in heavy and light oil development. Powerwave has been proven to be an
effective method of increasing injection and production flow rates, production well efficiency, and oil recovery ratios in a
wide variety of configurations through the following techniques:

Short-term Well Intervention Applications Long-term Stimulation Applications
o Well intervention (single wells) e Add-on to all flooding approaches (water, CO2,
o Matrix Acid — typical near wellbore cleanup surfactant, polymer) for optimized fluid injectivity,
and maximized oil recovery factor
o Remedial sand control o Add-on to water disposal wells

e Acid treatments
o Paraffin removal

Groundwater quality remains a concern across the globe and the remediation of groundwater contaminants
continues to be a growing industry. Since the physics of fluid flow is similar in shallow groundwater conditions to
that of deep reservoirs associated with oil production, Wavefront provides Primawave as a value added approach to
service and consulting companies tasked with site clean-up . Primawave has also been verified as an environmental
remedial strategy by Environment and Industry Canada. The following are some applications of Primawave in the
environmental sector:

e Enhancement of “pump-and-treat” systems to extract contaminants; a similar approach to an oil field
waterflood;

e Improved injection of “in situ” or “in-ground” remedies, such as the injection of bioclogical agents,
chemical compounds or oxidants to neutralize groundwater contaminants; and,

e Rehabilitation of water wells.



Management’s Discussion and Analysis of Financial
Condition and Results of Operations

Whether employed in the oil or environmental sector the method of implementation of PW is specific to suit
site characteristics and depends upon, among other things, the characteristics of the fluid pressure pulse
created. Part of Wavefront’s value proposition is to monitor and model PW efficacy in order to maximize its
benefits. Thus, Wavefront’s intellectual property strategy is to maintain absolute control over its PW modeling
simulator known as the “PW Analyzer”. The simulator enables Wavefront to generate estimations on
potential outcomes of PW programs over a wide and varied range of geological conditions and to provide
those estimations to customers as a means of planning PW implementation strategies.

Energy and Environmental License Agents of PW

e  The Corporation continues to maintain Technology Licensing and Collaboration Agreements with
Halliburton Energy Services Inc. (“Halliburton”). The License Agreement provides Halliburton non-
exclusive rights in Canada and the United States to market Powerwave and exclusive rights outside of
Canada and the United States. In consideration of the exclusive component of the Licensing Agreement,
Wavefront entered into a Collaboration Agreement which allows both parties to jointly research, develop
and manufacture Powerwave systems for the improvement or enhancement of oil recovery, oil well
stimulation and oil field disposal methodologies.

e The sales cycle of environmental remediation projects has approximated between three to six months.
To gain market exposure the Corporation maintains a non-exclusive Technology License Agreement
with Environmental Resources Management (“ERM™), and utilizes outside service contractors,
companies providing remedial fluids, and outside sales agents to grow Primawave revenue in the
environmental sector.

In addition to offering PW services, the Corporation also provides oil field services for heavy oil production
optimization. Effective March 1, 2007, the Corporation acquired (the “Acquisition”) all of the issued and
outstanding shares of Top Gun Sand Pumps & Rentals Ltd. (“Top Gun”), a privately-held Saskatchewan company
that rents and sells specialized pumping equipment and services for use in heavy oil wells. Total consideration for
the Acquisition was $1,200,000 (the “Purchase Price™). Of the total Purchase Price, the Corporation paid $542,250
cash, issued 600,000 common shares in the capital of the Corporation valued at $1.00 per share, and repaid notes
payable in the amount of $57,750. On the acquisition date the Top Gun name was renamed “Wavefront Sand
Pumps & Rentals Ltd.” (“Wavefront Sand Pumps™) to conform to the Wavefront brand.

During the reporting period the Corporation revised its estimates associated with the purchase price allocation for
the Top Gun Acquisition. The finalization of the purchase price allocation included the assignment of $375,161 to
property, plant and equipment which Top Gun had previous expensed apposed to being capitalized and amortized.
The property, plant and equipment consists mainly of rental (i.e., pumping equipment for use in heavy oil wells)
and shop equipment, and is now being amortized consistently with the Corporations other property plant and
equipment. Any sale of rental equipment is recognized as a gain or loss on the disposition of property, plant and
equipment.

In addition to the above revision to the Top Gun property, plant and equipment, and to be consistent with
Handbook Section 3855, Financial Instruments, the Corporation revised the carrying value of the non-interest
bearing Shareholder notes, discounting the principal outstanding by $147,325, such that the Corporation is
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accruing interest at 8.5% on the Shareholder notes payable. The accruing of interest had an affect of increasing
interest for the current quarter by $22,088. Interest expense related to the Shareholder notes will approximate
$6,841 for the remainder of the fiscal year.

RESULTS OF OPERATIONS

The second quarter of fiscal 2008 was a continuation of the Corporation’s strategy of showcasing Powerwave in Rogers
County and the Greentree Farm-in to acquire auditable data on the affect of the Powerwave technology to push
technology adaptation. The strategy is designed to:

° Demonstrate the efficacy of Powerwave with a large number of permanently installed systems.
. Have a site where potential clients may have unencumbered access to observe Powerwave.

. Provide on-going results as to the efficacy of Powerwave to further support marketing efforts.
o Increase the Corporation’s revenue and asset base.

Rogers County has continued to meet the corporate objectives of showcasing Powerwave and tool durability.
Injectivity in Rogers County has increased from pre-Powerwave to post Powerwave by a factor of two. Production
in Rogers County is currently limited to 40 stripper production wells in 250 acres of total 1,370 acres under lease
(Oil wells are generally classified as stripper wells when they produce ten barrels or less per day or less for any
twelve month period). Total oil sold for the six month period ending February 29, 2008 was 1,489 barrels, with an
average daily barrel production of 12.8. The total oil sold for the three months period ending February 29, 2008
was 675 barrels with an average daily production of 11.98. The lower oil production in the three month period
ending February 29, 2008 was due to harsh winter weather conditions, inclusive of an ice storm, that negatively
affected oil production.

For the six month period ended February 29, 2008, the Corporation recognized its proportion of production revenue
totaling $43,812 related to Rogers County. The average gross price received per barrel of oil sold approximated
$99.60, with the average net priced (after royalties and taxes) received per barrel of oil sold approximated $77.99
for the six month period ended February 29, 2008.

Other production revenue from Rogers County in the amount of $71,971 originally attributable to Boulder Oil LLC
(“Boulder”), a related party, has been applied against the principal balance of the non-participation amounts due
(see the notes 6 and 13 to the financial statements for the period ended February 29, 2008). Till such time that
Rogers County can be classified as a “proven” producing property and the Corporation can obtain a reserve report,
all production revenue originally attributed to Boulder will be applied against the principal balance of the non-
participation amounts due. Once Rogers County is classified as a proven property and a reserve report can be
obtained, the Corporation will then recognize a portion of the production revenue originally attributed to Boulder as
interest revenue. The total interest due to the Corporation will approximate 2,196,288.

During the reporting quarter the Corporation finalized the supply of power to 4 additional production wells in
Rogers County across the acreage not currently under production. The Corporation will continue to develop the oil
field with the objectives of increasing and stabilizing overall production.
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In the Rodney South oil field, the Corporation had installed the Powerwave systems and reported the following
positive injection results: the injectivity index, a measure of the volume of water injected per psi pressure, was 0.11
without Powerwave and 0.52 with Powerwave, an approximate increase of five folds. Effective January 1, 2008,
the Corporation began recognizing its proportion of production revenue (i.e., a gross over-riding royalty) from
Rodney South, which amounted to $32,522 on total oil sold of 505 barrels at an average gross price per barrel of
$91.91.

The strategy employed and successes in Rogers County and Rodney South have directly resulted in a number of
projects in Canada and United States. Notably during the six months ended February 29, 2008 the Corporation had
installed 23 Powerwave systems, including those installed in Rogers County and Greentree. Consistent with both
the Rogers County and Rodney South ventures, a Powerwave installation with a major oil producer in Alberta led to
a direct pressure response in the reservoir, with increases in fluid production rates, increased casing head pressure
and fluid levels in the production wells and in a number of cases increased oil cuts and production rates. This result
led the major project’s oil producer to move the project to a commercial stage and to schedule additional
Powerwave systems for additional installation.

With current and scheduled projects throughout Canada and United States including those in Alberta, Alaska,
Pennsylvania, Texas, Oklahoma, and Ontario the Corporation anticipates a total of 58 Powerwave systems installed
and operational in the near term. The oil fields where these systems are, or will be installed, have an estimated
4,570 injectors, which the Corporation will continue to target for further commercialization of its technology. The
growing number of Powerwave systems installed and operating is a significant advancement to the Corporation
achieving its target objective of having 100 systems “deployed” by the end of the fiscal year. The sales and
installation cycle of Powerwave however, is dramatically affected by the timetable of an oil producer. Thus, the
scheduling of the installation of Powerwave systems can be beyond the control of Wavefront. As such, the revenue
generated by the Powerwave systems will be realized when the systems are installed and based on the commercial
terms agreed to with the client.

Over the reporting quarter the Corporation also undertook three significant Primawave projects with third party
environmental consulting firms. In one of the projects Primawave was used to inject a remedial fluid to neutralize a
groundwater contaminant in a retail gas chain in Florida. Primawave outperformed other conventional approaches
permitting the entire amount of remedial fluid to be injected while at the same time containing it to the subsurface
and in contact with the groundwater contaminant — a key factor in the remedial fluid success in returning the site to
mandated water quality standards.

Consolidated Results — six months ended February 29, 2008
Revenues

Total revenues for the six months ended February 29, 2008 were $627,104, an increase of $269,227 from the revenues
recognized in the corresponding period of 2007 of $357,877. The increase in revenue is primarily a result of the
acquisition of Wavefront Sand Pumps & Rentals Ltd.

The integration of Top Gun’s business with the Corporation’s “equipment and technology” business segment includes
rental revenue and sale of various pumps designed to increase production of heavy oil wells, which have been classified
as a component of property, plant and equipment. With the change in accounting estimates related to the Top Gun
Acquisition, the Corporation reduced its total revenue by $90,784, the total proceeds received from the sale of rental
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equipment, and recognized a gain on the sale of the equipment of $16,325. Inclusive of the gain on the sale of property
plant and equipment is a reduction of the gain by $49,149 to account for the revision in estimate in the property, plant and
equipment.

The Corporation also recognized production revenue, not including operator fees, of $77,886 (2007 - $20,668)
related to the Rogers County venture and Rodney South ventures, and interest income of $145,930 (2007 -
$205,625).

Geographically, $575,712 (2007 — $227,202) in revenue was generated in Canada, and $51,392 (2007 - $130,675) from
the United States of America.

Direct Expenses

Direct expenses related to revenue increased to $205,593 (or 52% of gross services and royalty revenue) compared to
$11,746 (or 24% of gross service and royalty revenues) for the corresponding period of 2007. The current periods
increase in direct costs relates to the service nature of the business associated with the rental and sale of associated pumps
and services related to the heavy oil sector versus a product mix with a heavier weighting towards the licensing of PW
services only. As PW commercialization and licensing revenue become the predominate factor in the product mix, it is
expected that the direct costs will decrease as a percentage of service revenue and royalties.

Other Operating Expenses

Other operating expense for the period amounted to $2,453,977, compared to $1,626,553 in 2007. The increase in
operating expenses of $827,424 was principally a result of the following changes:

i. General and administrative expenses totalling $1,495,341, an increase of $275,281 from the expenses recognized
in the corresponding period of February 28, 2007 of $1,220,060 comprised the largest increase in other operating
expenses. The following table provides comparative details for the general and administrative expenses.

2008 2007

Wages, employee benefits, and contract employees 847,805 639,610
Professional fees 237,396 231,691
Office 232,676 192,142
Vehicle 80,159 39,398
Repairs and maintenance 67,037 15,056
Consultants 217,228 101,573
Miscellaneous 3,040 590
1,495,341 1,220,060

Wages, employee benefits, and contract employees increased as result of increased wages paid, and the hiring
of sales personnel for the Corporation’s office Houston. The new hires have resulted in the Corporation
installing three Powerwave systems in Texas, with commitments for six additional systems, which could be
expanded to 18 systems in the near term. Wages are expected to increase for the next quarter as the
Corporation has recently hired a senior manager to be based in Calgary to head up sales in Canada and to assist
in maximizing production from the Corporation’s current oil producing assets.
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ii. Anincrease in “selling, marketing, and travel” of $178,703 which relates to increased activity in securing of
Powerwave projects across North America. Also included in the cost category are costs totalling $71,746 related
to pilot projects in Alberta, Saskatchewan and Pennsylvania.

iii. Research and development, totalling $159,191, comprised the largest increase in other operating expenses.
Included in the current period’s expenses is $122,074 of costs that were previously included in assets under
construction. During the reporting period these amounts were deemed to be development costs and were
expensed from assets under construction to development costs.

iv. Additional other operating expenses amounting to $247,384 relate to the following:

e Anincrease in “amortization, depreciation, depletion and accretion” expenses of $200,276 which
relates to an increase in the Corporation’s PW systems, the amortization of the assets acquired (and
assigned a value of $375,161) in the Top Gun Acquisition and amortization of intangible assets.

¢ An increase of “listing and public company fees” of $47,108 which relates to the investor relations
consultants and associated expenses related to developing a secondary market for the trading of the
Corporation’s securities.

The changes in operating expenses are a result of the focus on expediting the commercialization of PW as well as the
increased size of operations that resulted from efforts to push the technology in the market place through the acquisition
of Wavefront Sand Pumps.

Net Loss and Loss Per Share

The net loss for the six months ended February 29, 2008 was $2,145,810 ($0.04 per share), compared to $2,073,463
($0.04 per share) in 2007. Offsetting operating expense increases noted above were decreases in stock-based
compensation, the recognition of foreign currency gains associated with the translation of the Corporation’s United
State’s subsidiary, and the increase in revenues resulting from Wavefront Sand Pumps heavy oil services and PW
operations.

Consolidated Results — three months ended February 29, 2008
Revenues

Total revenues for the three months ended February 29, 2008 were $324,286, an increase of $173,266 from the revenues
recognized in the corresponding period of 2007 of $169,020. The increase in revenue is primarily a result of the
acquisition of Wavefront Sand Pumps & Rentals Ltd.

The Corporation also recognized production revenue, not including operator fees, of $57,218 (2007 - $13,205)
related to the Rogers County venture and Rodney South ventures, and interest income of $93,027 (2007 - $92,075).
The increase in production revenue is attributed to the commencement of production on the Rodney South oil field
and increased oil production in Rogers County.
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Direct Expenses

Direct expenses related to revenue increased to $62,320 (or 32% of gross services and royalty revenue). The current
period’s increase in direct costs relates to the service nature of the business associated with the rental and sale of
associated pumps and services related to the heavy oil sector versus a product mix with a heavier weighting towards the
licensing of PW services only.

Other Operating Expenses

Other operating expense for the period amounted to $1,308,421, compared to $857,141 in 2007. The increase in
operating expenses of $451,280 was principally a result of the following changes:

i. General and administrative expenses totalling $839,556 an increase of $191,076 from the expenses recognized in
the corresponding three month period ending February 28, 2007 of $648,480 comprised the largest increase in
other operating expenses. The following table provides comparative details for the general and administrative

expenses.
2008 2007
Wages, employee benefits, and contract employees 467,053 357,766
Professional fees 157,594 109,766
Office 119,823 108,541
Repairs and maintenance 45,609 20,365
Vehicle 23,397 45,041
Consultants 23,294 6,790
Miscellaneous 2,786 211
839,556 648,480

ii. Anincrease in “selling, marketing, and travel” expense of $121,085 which relates to increased activity in securing
of Powerwave projects and the inclusion of $71,746 of costs related to pilot projects in Alberta, Saskatchewan and
Pennsylvania.

iii. The other major increase in other operating expenses for the three months ended February 29, 2008 was an
increase in “amortization, depreciation, depletion and accretion” expenses of $169,008 which relates to an increase
in the Corporation’s PW systems, the amortization of the assets acquired (and assigned a value of $375,161) in the
Top Gun Acquisition and amortization of intangible assets.

Net Loss and Loss Per Share

The net loss for the three months ended February 29, 2008 was $1,127,539 ($0.02 per share), compared to $1,025,658
($0.02 per share) in 2007.
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Seasonality of Operations

Certain oil field services offered by the Corporation are seasonable and related to the product offering and
geographical extent to which products were offered for sale. The Corporation’s main product offering, in relation to
oil field services, are rental and sale of downhole equipment. The target geographical area of the product offering is
Alberta and Saskatchewan. Due to temperature influences on ground conditions, the months of December, March
and April have lower activities.

The Corporation however, is focusing its resources on Powerwave and Primawave technologies. There are no known
seasonal fluctuations in regards to oil production, where the Corporation has mineral rights or enters into licensing
or usage agreements in either targeted implementation sectors.

LIQUIDITY AND CAPITAL RESOURCES
Assets and Liabilities

Total assets increased by $10,408,826 to $26,928,580 since August 31, 2007, which was principally due to increases in
cash of $10,620,448, which relates to the closing of the December 24, 2007 and January 31, 2008 private placements (see
below section on Financing), and an increase in property, plant and equipment of $432,539 that principally relates to the
revised estimates associated with the Top Gun purchase price allocation. Offsetting these increases were decreases in
accounts receivable and the goodwill associated with the Top Gun acquisition.

The Corporation held a 40% working interest in an aggregate of 780 acres, consisting of four separate oil field leases, and
a 90% working interest in an aggregate of 580 acres, consisting of four separate oil field leases in Rogers County,
Oklahoma. These leases are classified as unproven, and as such are not subject to depletion or depreciation, as the oil
field is still under development. The Corporation also holds a 100% working interest in an aggregate of 16,079 acres,
consisting of multiple oil field leases in Young County, Texas. As at February 29, 2008 no development has occurred in
Young County.

The underlying oil field associated with the Greentree Rodney South Farm-in remains under development, and as such
not subject to depletion or depreciation.

The acquisition of Rogers County and Young County oil field leases and participation in the Greentree Farm-in are to
showcase the durability of the Powerwave systems and for the collection of data over a range of difficult geological
conditions that can be audited by potential third party Powerwave customers. Powerwave’s success in Rogers County
has directly led to the multiple projects in Alberta, Alaska, Saskatchewan, Pennsylvania and Texas.

Non-participation amounts due have been re-classified from the fiscal year end financial statements as a component
of property, plant and equipment, as the Corporation carries Boulder’s interest in the all rights and entitlement of the
assets till such time that the Corporation is repaid 200% of the costs incurred. No depletion or depreciation of the
non-participation amounts has been recorded as the underlying asset or the oil field, remains classified as an
unproven property. All production revenue originally attributable to Boulder has been recorded against the cost of
the non-participation amounts due.
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Total liabilities decreased by $397,757 to $1,435,992 since August 31, 2007. This was principally due to the decreased
of $251,609 in accounts payable and accrued liabilities and the re-valuation and repayment of the shareholder notes
payable associated with the Top Gun purchase price allocation.

Liquidity

As at the end of the period, the Corporation had working capital of $15,396,006. The Corporation believes that its
working capital position will continue to fluctuate as management believes positive results related to the Powerwave
projects will require the Corporation to ramp up Powerwave system inventories. Other projects that will affect the
Corporation’s working capital position include the completion of the developments of Rogers County and Greentree
farm-in; however, Management does not expect sizable financial commitments related to these projects for the
remainder of fiscal 2008.

The Corporation, however, anticipates greater cash inflows as a result of the following:

Additional Powerwave projects throughout Canada, the United States, and other jurisdictions.

Full commercialization of the existing Powerwave projects throughout Canada and the United States
Increasing production at Rogers County as the balance of the oil field is brought into production;
Bringing the Greentree Rodney South farm-in into full production;

Increased sales from Wavefront Sand Pumps & Rentals Ltd.; and

Expanding revenue from broader use of Primawave in the environmental sector.

Financings

During the reporting period, the Corporation closed the following two equity financings.

Effective December 24, 2007, the Corporation issued 4,985,678 units of the Corporation at a price of $0.95
per unit for gross proceeds of $4,736,394. The 4,985,678 units were issued by way of a brokered and
concurrent non-brokered private placement. Each unit consisted of one common share and one-half
common share purchase warrant (“Warrants™), with each full share purchase warrant entitling the holder to
acquire a common share at a price of $1.25 for a period of 12 months ended December 24, 2008, or subject
to earlier expiry. The common share purchase warrants were valued at $333,157. The Corporation paid
filing fees, finders fees, legal and agent expenses of $478,464, resulting in net cash proceeds of
$4,257,930.

Effective January 31, 2008, the Corporation issued 9,641,052 units of the Corporation at a price of $0.95
per unit for gross proceeds of $9,158,999. The 9,641,052 units were issued by way of a brokered and
concurrent non-brokered private placement. Each unit consisted of one common share and one-half
common share purchase warrant (“Warrants™), with each full share purchase warrant entitling the holder to
acquire a common share at a price of $1.25 for a period of 12 months ended January 31, 2009, or subject to
earlier expiry. The common share purchase warrants were valued at $324,871. The Corporation paid filing
fees, finders fees, legal and agent expenses of $611,879, resulting in net cash proceeds of $8,547,120.

Subsequent to the reporting period, on April 3, 2008, the Corporation provided holders of the Warrants issued in
connection with December 24, 2007 and January 31, 2008 private placements notice that the 20 day weighted
average price of the Corporation’s common shares traded above $1.50. In accordance with the Warrant terms the



Management’s Discussion and Analysis of Financial
Condition and Results of Operations

holder had till April 3, 2008 to exercise their warrants or they would expire. All 7,313,363 Warrants were exercised
at a price of $1.25 per Warrant providing the Corporation with gross proceeds of $9,141,704.

Liquidity risk associated with financial instruments is generally related to accounts receivable. The liquidity risk
associated with accounts receivable is believed to be low based on the Corporation’s history and the customers
generally serviced.

The Corporation did not default nor was it in arrears on any lease interest or principal payments or loan payments.
Capital Resources
Currently, the Corporation has the following commitments for capital expenditures:

Greentree Farm-in

In a prior year, the Corporation entered into a “Farm-in” Agreement with Greentree Gas & Oil Ltd. to develop
Greentree’s Rodney South oil field lease. Under the Farm-in Agreement the Corporation will supply its
Powerwave technology and fund up to $2.25 million for initial capital expenditures and working capital
requirements. Additional development costs are expected to be financed from cash from operations.

Greentree will act as the Operator of the lease and will contribute the petroleum leases, existing seismic and
geological data, and the use of its existing field facilities. Greentree will also provide its field maintenance
staff, administrative, and office support staff. In consideration for each party’s contributions, cash flows from
operating activities will be allocated 70% and 30% to the Corporation and Greentree, respectively, until payout
of the Corporation’s initial $2.25 million capital investment. Subsequent to payout, cash flow from operating
activities will be allotted 50% to the Corporation and Greentree respectively.

As at February 29, 2008, the Corporation has paid Greentree $2,165,923 (August 31, 2007 — $1,823,235) and
accrued $23,282 (August 31, 2007 — $132,828) under the Farm-in Agreement, which has been recorded as an
intangible asset on the consolidated balance sheet. The Corporation is obligated to the remaining balance of
up to $60,795 under the Farm-in Agreement. The resulting asset is classified as a finite life intangible asset.

Supplier Purchase Obligations

The Corporation has committed to purchase 82 Powerwave systems from third party suppliers totaling
$1,043,776.

Other commitments total $245,935 in various operating leases for premises, vehicles and contracts over the
next two years.

In addition, and in accordance with the Corporation’s strategic plan, cash resources will be required for the
following:

e To build additional Powerwave systems for deployment to external clients for use in waterfloods in

commercial projects. It is anticipated that commitments will be made for additional systems by the end
of the fiscal year.
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e To support the marketing efforts with, and to train all licensees, on the implementation of Powerwave
and Primawave.

e Toaugment the Corporation’s facilities in Edmonton, Alberta to include a testing facility to ensure
quality control over the PW systems prior to deployment. Currently the Corporation utilizes third party
facilities but anticipated demand necessitates moving such facilities in-house.

e Operation’s in the Rogers County leases in proportion to the Corporation’s working interest.
There are no known trends or expected fluctuations in the Corporation’s capital resources.

As of April 22, 2008, there are no amounts owed in respect of the lines of credit and the Corporation had
$24,591,805 of cash on hand.

Off-Balance Sheet Arrangements

The Corporation has no off balance sheet arrangements.

TRANSACTIONS WITH RELATED PARTIES
During the period ended February 29, 2008, the Corporation had the following related party transaction:

In fiscal 2006, the Corporation became the operator of record of the Rogers County venture, and Boulder, as a non-
operating partner and related party, exercised its non-participation rights in the Joint Operating Agreement. As at
February 29, 2008, amounts due to the Corporation by Boulder totaled $1,937,052 (August 31, 2007 - $2,040,896).
Under the Joint Operating Agreement, the Corporation will receive all production revenues from production wells
associated with the costs incurred until such time as the Corporation is repaid 200% of the costs incurred, after
which, production revenues will revert back to the party’s original working interest proportions.

During the reporting period a director of the Corporation exercised 40,000 incentive stock options at a price of
$0.50 per share, providing the Corporation with gross proceeds of $20,000.

In addition, during the reporting period ended February 29, 2008, 200,000 incentive stock options were issued to
directors and officers of the Corporation with an exercise price of $1.65. These incentive stock options are set to
expire five years from the date of issue on February 22, 2013.

PROPOSED TRANSACTIONS

Successful Powerwave results stemming from upcoming installations will require the Corporation to build a
significant number of Powerwave systems for broader commercial utilization as disclosed in the section on supplier
purchase obligations, above.

11



Management’s Discussion and Analysis of Financial
Condition and Results of Operations

OUTLOOK

Looking forward, some industry experts expect that the high price environment for crude oil and natural gas appears
to be sustainable for the foreseeable future. As a result, production efforts in North America and on a worldwide
asis are expected to remain strong. This focus on production will be a strong driver on how Powerwave is
commercialized and will affect the Corporation’s financial performance in fiscal 2008.

Efforts for fiscal 2008 will focus on assuring existing and pending Powerwave projects in Alberta, Texas, Alaska,
the United Kingdom, and elsewhere move to full commercialization. In moving the Corporation to a positive cash
flow position principal effort will be extended to: (1) increasing cash flow from production operations and
licensing; (2) the strategic acquisition of complimentary companies and technologies; (3) implementation of field-
wide Powerwave waterflood projects with mainstream producers; (4) expanding the business of Wavefront Sand

Pumps & Rentals Ltd.; and, (5) building a sound distribution network of service providers and consulting
companies to deliver Primawave to the environmental user community.

SUPPLEMENTARY INFORMATION

Summary of Quarterly Results
(Three months ended)

2" Qtr 1% Qtr 4" Qtr 39Qtr
Feb 29708 Nov 30°07 Aug 31°07 May 31°07
$ $ $ $
Revenue 342,286 248,818 389,344 600,959
Loss from Operations 1,028,455 1,004,011 800,514 594,833
Net Loss 1,127,539 1,018,271 1,239,655 1,036,947
Basic and diluted loss per share 0.021 0.021 0.026 0.022
Common share outstanding
Weighted average shares outstanding 51,920,405 48,572,112 47,937,111 47,927,816
Diluted shares outstanding
2" Qtr 1% Qtr 4" Qtr 3 Qtr
Feb 28’07 Nov 30’06 Aug 31’06 May 31’06
$ $ $ $
Revenue 169,020 188,857 294,863 203,345
Loss from Operations 674,982 605,440 810,182 540,336
Net Loss 1,025,658 1,047,805 1,302,976 801,700
Basic and diluted loss per share 0.020 0.022 0.035 0.024
Common share outstanding
Weighted average shares outstanding 47,918,911 47,913,796 34,940,952 33,926,976

Diluted shares outstanding

(1) This Financial data has been prepared in accordance with Canadian GAAP

(2) All amounts in Canadian dollars except share data

(3) Prior periods revenue, loss from operations and net loss have been reclassified to conform to current presentation.
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RISk FACTORS

The Corporation’s business risks are the same as disclosed in its annual MD&A issued for the year ended August
31, 2007.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The Corporation’s critical accounting policies and estimates are the same as disclosed in its annual MD&A issued
for the year ended August 31, 2007.

CHANGES IN ACCOUNTING POLICIES

Effective September 1, 2007 the Corporation adopted the recommendations of Canadian Institute of Chartered
Accountants (CICA) Handbook Section 3855, Financial Instruments — Recognition and Measurement, Section
3865, Hedges, Section 1530, Comprehensive Income, Section 3251, Equity and Section 3861, Financial Instruments
— Disclosure and Presentation. The application of these new standards did not have a significant effect on the
Corporation’s financial position or results of operations in the current periods presented.

FINANCIAL AND OTHER INSTRUMENTS

There are no significant changes, since the annual MD&A issued for the year ended August 31, 2007, in financial or
other instruments.

DiISCLOSURE CONTROLS

The Chief Executive Officer and Chief Financial Officer are responsible for designing internal control over
financial reporting or causing it to be designed under their supervision, to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with Canadian generally accepted accounting principles. There are inherent weaknesses in the systems of internal
control due to the small size of the Corporation and its inability to segregate incompatible functions and use of
manual systems as a result. The Corporation plans to remediate these weaknesses by expanding the number of
individuals involved in the accounting function as the Corporation grows and by implementing new accounting
related software. Effective disclosure controls and procedures are achieved, despite these weaknesses internal
controls over financial reporting, because of the Chief Financial Officer's direct involvement in the disclosure
controls and procedures process.

INTERNAL CONTROLS OVER FINANCIAL REPORTING

The Corporation undertook the documentation and assessment of the design of internal controls over financial
reporting for its operating and accounting processes. Similar to the evaluation of disclosure controls and procedures
referred to above, the design of internal controls over financial reporting was evaluated as defined in Multilateral
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Instrument 52-109. Based on the results of this evaluation, the President and Chief Executive Officer and the Chief
Financial Officer attested that the internal controls over financial reporting are designed to provide reasonable
assurance that its financial reporting is reliable and that Corporation’s consolidated financial statements were
prepared in accordance with Canadian GAAP.

Management also concluded that during the quarter ended February 29, 2008, no changes were made to internal
controls over financial reporting that would have materially affected, or would be reasonably considered to
materially affect, these controls.

Scope of Internal Controls Over Financial Reporting

The Corporation’s internal controls over financial reporting do not extend to that of Greentree Gas and Oil Ltd.
Additional procedures have been performed by the Corporation in order to ensure that the amounts relating to the
Greentree Farm-in Agreement in the consolidated financial statements were recorded in accordance with GAAP.

Management, including the CEO and CFO, believe that the Corporation is taking the appropriate steps necessary for
the remediation of the above weakness and will continue to monitor the effectiveness of these procedures and to
make any changes as is deemed appropriate.

FORWARD-LOOKING INFORMATION

Statements in this Management Discussion and Analysis relating to matters that are not historical facts are forward-
looking statements. Such forward-looking statements involve known and unknown risks and uncertainties which may
cause the actual results, performance or achievements of the Corporation to be materially different from any future
results implied by such forward-looking statements. Such factors include fluctuations in acceptance rates of Wavefront’s
Powerwave and Primawave technology, demand for products and services, fluctuations in the market for oil and gas
related products and services, the ability of Wavefront to attract and maintain key personnel, technology changes, global
political and economic conditions, and other factors that are described in further detail in Wavefront’s continuous
disclosure filings.

Powerwave and Primawave are registered trademarks of Wavefront Energy and Environmental Services Inc.
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