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WESTERNONE EQUITY

WESTERNONE EQUITY INCOME FUND

MANAGEMENT'S COMMENTS ON
UNAUDITED CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

NOTICE OF NO AUDITOR REVIEW OF CONDENSED INTERIM RANCIAL STATEMENTS

Under National Instrument 51-102, Part 4, subsacti@(3)(a), if an auditor has not performed aaevof
the interim financial statements, they must be agzanied by a notice indicating that the financtatements have
not been reviewed by an auditor.

The accompanying unaudited condensed interim cifadet! financial statements of WesternOne Equity
Income Fund (the “Fund”) have been prepared by amdthe responsibility of the Fund’'s managemene Th
unaudited condensed interim consolidated finanstatements are prepared in accordance with Inierzt
Financial Reporting Standards and reflect managémdiest estimates and judgment based on informatio
currently available.

The Fund’s independent auditor has not performedvaew of these financial statements in accordance
with standards established by the Canadian Institdit Chartered Accountants for a review of intefimancial
statements by an entity’s auditor.



WesternOne Equity Income Fund

CONDENSED INTERIM CONSOLIDATED STATEMENT OF FINANCI AL POSITION
(Unaudited)

) As at As at
(Canadian Dollars) Note June 30,2011  December 31, 2010
ASSETS
CURRENTASSETS

Cash and cash equivalents $ 16,534,507 $ 3,997,63

Accounts receivable 14 18,302,541 9,476,079

Inventories 6 10,346,817 2,058,753

Deposits and prepaid expenses 1,291,499 576,756

46,475,364 16,103,225
PROPERTY & EQUIPMENT 4 55,305,045 35,671,863
INTANGIBLE ASSETS 5 52,150,188 22,331,771
GOODWILL 5 46,792,852 9,492,731
DEFERRED INCOME TAX ASSSETS 8 8,952,194 7,868,561
TOTAL ASSETS $ 209,675,643 $ 91,468,151
LIABILITIES
CURRENT LIABILIITIES

Operating loans 7 $ 1,017,481 $ 2,608,3

Accounts payable and accrued liabilities 13,669,984 4,008,467

Distributions payable 789,475 694,452

Series A Debentures (Face Value $3,088,300) 13 4,545,360 9,778,717

Current portion of Units 9 - 600,000

Capital and acquisition loans 7 62,719,192 30,444,585

Other liabilities 715,101 365,844

83,456,593 48,500,383
FINANCE LEASES OBLIGATION 12 844,032 569,924
TERM MORTGAGE - 306,244
2010 DEBENTURES (Face Value $25,905,000) 13 32,186,963 27,876,000
2011 DEBENTURES (Face Value $86,250,000) 13 87,112,500 -
EXCHANGEABLE UNITS 9 742,500 495,000
FUND UNITS 9 - 45,491,616
UNIT BASED COMPENSATION 10 872,128 207,053
205,214,716 123,446,220
UNITHOLDERS’ EQUITY
FUND UNITS 9 56,568,289 -
ACCUMULATED DEFICIT (52,107,362) (31,978,069)
4,460,927 (31,978,069)
TOTAL LIABILITIES & UNITHOLDERS' EQUITY $ 209,675,643 $ 91,468,151

SUBSEQUENT EVENTS (Note 18)

See accompanying Notes to the Condensed Interim Consolidated Financial Statements
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WesternOne Equity Income Fund

CONDENSED INTERIM CONSOLIDATED STATEMENT OF COMPREH ENSIVE INCOME/(LOSS)
(Unaudited)

Three-month Three-month Six-month Six-month
(Canadian Dollars) Note period ended period ended period ended period ended
June 30, 2011 June 30, 2010 June 30, 2011 June 30, 2010
REVENUE
Modular building and equipment rentals $ 7,833,390 $ 5,931,075 $ 16,287,231 $ 10,907,446
Modular building and equipment sales 8,067,817 36,837 9,103,504 2,424,503
Parts, fuel, service and others 4,626,630 3,582,83 12,587,830 10,873,205
20,527,837 11,159,942 37,978,565 24,205,154
COST OF SALES
Cost of modular building and equipment 4,544,152 3,589,405 8,835,287 6,527,577
rentals, excluding depreciation
Cost of modular building and equipment sold 5,907, 1,504,199 6,796,714 2,189,116
Depreciation of rental equipment 2,284,523 2,024,5 4,416,691 3,655,593
Parts, fuel, service and others 1,790,211 1,262,79 5,545,694 4,774,381
14,546,190 8,380,923 25,594,386 17,146,667
GROSS PROFIT 5,981,647 2,779,019 12,384,179 7,058,487
OPERATING EXPENSES
General and administration (including
depreciation and amortization of operating 5,588,108 3,731,344 9,992,377 6,911,965
and intangible assets)
Business acquisitions 15 762,273 150,978 953,112 430,978
6,350,381 3,882,322 10,945,489 7,342,943
OTHER EXPENSES
Finance costs 7,13 7,376,200 582,449 13,252,819 2,329,100
Debenture issuance costs 4,848,963 - 4,848,963 331,60
Distributions to Unitholders 2,354,461 2,099,029 ,549,835 4,194,603
14,579,624 2,681,478 22,651,617 8,256,863
LOSS BEFORE INCOME TAXES (14,948,358) (3,784,781) (21,212,927) (8,541,319)
DEFERRED INCOME TAX RECOVERIES 8 (725,597) (513,923) (1,083,634) (948,838)
NET AND COMPREHENSIVE LOSS $ (14,222,761) $ (3,270,858) $ (20,129,293) $ (7,592,481)
Basic and diluted weighted average loss per unit 0.91) (0.23) (1.34) (0.54)
Basic and diluted weighted average number of units 15,549,264 13,987,729 14,982,774 13,978,926

outstanding

See accompanying Notes to the Condensed Interim Consolidated Financial Statements
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WesternOne Equity Income Fund

CONDENSED INTERIM CONSOLIDATED STATEMENT OF CHANGES IN UNITHOLDERS' EQUITY
(Unaudited)

(Canadian Dollars) Fund Units Retained deficit Total
BALANCE, January 1, 2010 $ - $ (16,911,069) $ (16,911,069)
Net and comprehensive loss for the period - (4,321,623) (4,321,623)
BALANCE, March 31, 2010 - (21,232,692) (21,2329
Net and comprehensive loss for the period - (3,270,858) (3,270,858)
BALANCE, June 30, 2010 $ - $ (24,503,550) $ (24,588
BALANCE, December 31, 2010 $ - $ (31,978,069) $ (31,978,069)
Net and comprehensive loss for the period - (5,906,532) (5,906,532)
BALANCE, March 31, 2011 $ - $ (37,884,601) $ (37,884,601)
Reclassification of Fund Units (Note 9) 56,568,289 - 56,568,289
Net and comprehensive loss for the period - (14,222,761) (14,222,761)
BALANCE, June 30, 2011 $ 56,568,289 $ (52,107,362) $ 4,460,

See accompanying Notes to the Condensed Interim Consolidated Financial Statements
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WesternOne Equity Income Fund

CONDENSED INTERIM CONSOLDIATED STATEMENT OF CASH FL OWS

(Unaudited)

(Canadian Dollars)

Three-month
period ended

Three-month
period ended

Six-month
period ended

Six-month

period ended

Note June 30,2011  June 30, 2010 June 30,2011 June 30, 2010
OPERATING ACTIVITIES
Loss for the period $  (14,222,761) $ (3,270,858)  $20,029,293) $ (7,592,481)
Items not affecting cash -
Amortization of rental equipment 4 2,284,523 2,024,520 4,416,691 3,655,593
Amortization of operating and intangible etss 4,5 1,322,047 1,285,614 2,659,469 2,422,386
Interest expense relating to amortizatiotrafisaction cost
and conversion of convertible debentures 114,984 56,298 209,621 56,770
Deferred tax recoveries 8 (725,597) (513,923) (1,083,634) (948,838)
Gain on derivatives (41,000) (41,182) (80,297) (108,203)
Unit-based compensation 10 377,219 16,094 682,433 61,422
Increase/(decrease) in fair value of coriblerdebentures 5,550,124 (2,301,631) 10,165,692 431,663
Increase/(decrease) in fair value of Excleabte Units 121,500 (4,500) 247,500 22,500
Gain on sale of property and equipment (356,593) (8,812) (463,232) (64,705)
Business acquisition costs 762,273 150,978 953,112 430,978
Debenture issuance costs 4,848,963 1,733,160 4,848,963 1,733,160
Finance costs 1,697,705 1,101,897 2,807,190 1,821,414
Distributions 2,354,461 2,099,029 4,549,835 4,194,603
4,087,848 2,326,684 9,784,050 6,116,262
Changes in non-cash working capital balances -
Accounts receivable 3,699,298 2,177,407 2,122,483 1,554,859
Inventories (2,681,989) 144,443 (2,807,280) (43,640)
Deposits and prepaid expenses (151,951) 77,049 (151,833) 100,044
Accounts payable and accrued liabilities 3,290,210 (625,795) 5,133,639 492,881
Unearned revenue 10,976 (6,547) 15,657 (25,693)
8,254,392 4,093,241 14,096,716 8,194,713
INVESTING ACTIVITIES
Cash held in trust - 13,500,000 - -
Purchase of property and equipment (5,486,211) (1,575,557) (7,226,197) (2,255,050)
Proceeds from the sale of property and equipment 1,230,012 558,892 1,723,266 729,416
Business acquisition 15 (100,699,419) (13,479,353) (100,890,258) (13,758),35
(104,955,618) (996,018) (106,393,189) (15,284,987)
FINANCING ACTIVITIES
Debentures issued for cash (net of expenses) 13 81,401,037 (62,669) 81,401,037 25,866,841
Finance costs (1,697,705) (1,101,897) (2,807,190) (1,821,414)
Distributions paid (2,316,187) (2,097,949) (4,454,812) (4,192,946)
Proceeds from option exercises 56,545 - 56,545 -
Repayment of term mortgage (4,406) (4,124) (8,854) (8,301)
Repayment of loans payable 32,920,130 (3,921,749) 30,652,617 (6,134,200)
110,359,414 (7,188,388) 104,839,343 13,709,980
NET CHANGE IN CASH AND EQUIVALENTS DURING THE PERID 13,658,188 (4,091,165) 12,542,870 6,619,706
CASH AND EQUIVALENTS, BEGINNING OF PERIOD 2,876,319 12,780,758 3,991,637 2,069,887
CASH AND EQUIVALENTS, END OF PERIOD $ 16,534,507 $ 8,689,593 $ 16,534,507 $ 8,689,593
Supplemental cash flow information:
Interest received 9,066 9,978 13,455 13,880
Interest paid 1,630,643 610,952 2,710,304 1,278,195
Assets under capital lease acquired 295,513 141,468 488,394 238,274

See accompanying Notes to the Condensed Interim Consolidated Financial Statements
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WesternOne Equity Income Fund

Notes to the Condensed Interim Consolidated Finanal Statements
June 30, 2011
(Unaudited)

1. CORPORATE INFORMATION

WesternOne Equity Income Fund (the “Fund”) is amncaorporated, open-ended, limited purpose trust
created on June 14, 2006 and under the declaratizost governed by the laws of British Columbide
Fund is authorized to issue an unlimited numbairofs (“Units”) and special voting units. Each heddf

a unit of the Fund (“Unitholder”) participates prata in any distribution of the Fund. The Fund was
established to indirectly acquire investments a&stthstees of the Fund (the “Trustees”) may deteemi
The Fund commenced operations on August 15, 20Ghvithcompleted its initial public offering (the
“Offering”).

Through its indirectly owned subsidiaries, the Fomkrates equipment rentals, sales and serviceds, an
modular building manufacturing and leasing busiasgsimarily in western Canada.

At June 30, 2011, the Fund has a working capitfitiéacy of $36,981,229 and incurred a loss for ghe
months ended June 30, 2011 of $20,129,293 (201 {oss of $7,592,481). Included in the working
capital deficiency are capital and acquisition waf $62,719,192 and Series A Debentures of $436405,

All Series A Debentures outstanding as at Jun@@D] were subsequently converted to Units in JOly12
except for $306,100 which were fully redeemed tgyFlind on July 29, 2011 (refer to Note 18). Excigdi
these items and including the current portion & tapital and acquisition loans repayable in twelve
months ending June 30, 2012 of $10,076,526 an8306,100 redemption of Series A Debentures on July
29, 2011, the Fund had a working capital balanc&18£900,697.

The Series A Debentures, 2010 Debentures and 2@b&rbures are convertible into Units at the optibn
the debenture holders or convertible into Unitstaturity at the option of the Fund. Based on tineent
trading price of the Units, management anticipdtest a significant portion of these debentures will
convert into Units prior to maturity as evidenchobugh the subsequent event described in Note 18.

The Fund has financed its business acquisitionseapdnsion of its rental fleet through bank delt ik
repayable on demand, although scheduled repaymenstoccur over the next five years (Note 7). The
Fund has used demand loans in order to minimizrast expense. The Fund believes it could convert
these loans into long term if desired, albeit vatthigher interest cost. In 2010, the Fund sucuabgsf
renegotiated these loans. As at June 30, 20115uhd was in compliance with all bank covenantse Th
Fund has consistently generated positive cashfflom operations.

Based on the performance of the Fund to date,ethegotiation of the capital and acquisition loansrd)
2010, and the support from the Bank to date, thedFidpes not believe there is any significant risk o
having to repay such loans on dates earlier thansttheduled repayment dates. As a result of this
determination, the Fund has concluded that itgeiag concern and that there is no substantial dasitho

the Fund’s ability to continue as a going concerthe foreseeable future.

2. BASIS OF PREPARATION
(a) Statement of compliance

The Fund prepares its financial statements in a@esme with Canadian Generally Accepted
Accounting Principles as set out in the Handbookhef Canadian Institute of Chartered Accountants
(“CICA Handbook™). In 2010, the CICA Handbook wassised to incorporate International Financial
Reporting Standards (“IFRS”), and requires publi@bcountable enterprises to apply such standards
effective for years beginning on or after January2011. Accordingly, the Fund has commenced
reporting on this basis in these interim consoéiddinancial statements. In these financial statesye
the term “Canadian GAAP” refers to Canadian Geheratcepted Accounting Principles before the
adoption of IFRS.
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WesternOne Equity Income Fund

Notes to the Condensed Interim Consolidated Finanal Statements
June 30, 2011
(Unaudited)

(b)

(©)

(d)

These condensed interim consolidated financiakstahts have been prepared in accordance with
International Accounting Standards (“IAS”) 34, ‘énim Financial Reporting”. The condensed interim
consolidated financial statements do not inclutiefahe information required for full annual fineial
statements.

An explanation of how the transition to IFRS hagpatted the reported financial position, financial
performance and cash flows of the Fund is providelote 19. This note includes reconciliations of
equity and total comprehensive income for compagaperiods reported under previous Canadian
GAAP to those reported under IFRS. The Fund hasistamtly applied the same accounting policies
in its opening IFRS statement of financial positianJanuary 1, 2010 and throughout all periods
presented, as if these policies had always beeffant.

The policies applied in these interim consoliddiedncial statements are based on IFRS issued and
outstanding as of August 5, 2011, the date theciire approved the statements. Any subsequent
changes to IFRS that are given effect in the Fuadisual consolidated financial statements for the
year ending December 31, 2011 could result in t@stant of these interim consolidated financial
statements, including the transition adjustmentegrized on change-over to IFRS.

The interim consolidated financial statements sthdnd read in conjunction with the Fund’s Canadian
GAAP annual financial statements for the year enbedember 31, 2010. Note 19 discloses IFRS
information for the six month period ended JuneZIL0 that is material to an understanding of these
interim consolidated financial statements.

The interim consolidated financial statements varihorized for issue by the trustees of the Fund on
August 5, 2011.

Basis of measurement

The interim consolidated financial statements Haaen prepared on the historical cost basis except f
the following material items in the statement offincial position:

e derivative financial instruments are measurediatviue;

¢ financial instruments, including debentures and Haxgeable Units, at fair value through
profit or loss are measured at fair value; and

o liabilities for cash settled unit based paymenamgements are measured at fair value.

Foreign currency

Canadian dollar is both the functional and pregamacurrency of the Fund. Transactions in foreign
currencies are translated to the respective funatiourrencies of the Fund at exchange rates at the
dates of the transactions. Monetary assets anditled denominated in foreign currencies at the
reporting date are retranslated to the functionatency at the exchange rate at that date. Foreign
currency differences arising on retranslation amgnized in profit or loss.

Use of estimates and judgments
The preparation of the condensed interim consdadldinancial statements in conformity with IFRS

requires management to make judgments, estimamsassumptions that affect the application of
accounting policies and the reported amounts ataskabilities, income and expenses.
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WesternOne Equity Income Fund

Notes to the Condensed Interim Consolidated Finanal Statements
June 30, 2011
(Unaudited)

Estimates and underlying assumptions are reviewe@ro ongoing basis. Revisions to accounting
estimates are recognized in the period in whicheimates are revised and in any future periods
affected.

The critical estimates and judgments utilized iagaring the Fund’s financial statements include the
valuation, impairment and useful life of intangibdssets, goodwill and property and equipment,
valuation of future income taxes, fair values ofaficial instruments, lease classification, provisio
and contingencies. Actual results may differ frdvase estimates.

3. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have beetiegpponsistently by the Fund and all of its sulzsiés
to all periods presentad these condensed interim consolidated finanda&kments and in preparing the
opening IFRS statement of financial position atudap 1, 2010 for the purposes of the transitiotFRS,
unless otherwise indicated.

(@)

(b)

Basis of consolidation
Subsidiaries

These condensed interim consolidated financiaéstahts are stated in Canadian dollars. The Fund
has consolidated the assets, liabilities and eafigil subsidiaries after the elimination of irtamtity
transactions and balances. The condensed interimsotidated financial statements include the
accounts of the Fund, and its wholly owned subsgiiaWesternOne Equity GP Inc. and WesternOne
Equity Operating Trust. These two subsidiariesumtinclude the accounts of their subsidiaries,
WesternOne Equity LP, WEQ Production Equipment &&, WEQ Production Equipment LP, WEQ
Old Country Rentals GP Inc., WEQ Old Country RentaP, WEQ C&N Rentals GP Inc., WEQ
C&N Rentals LP, WEQ Deerfoot Rentals GP Inc., WEE€eHoot Rentals LP, WEQ Heat & Propane
GP Inc., WEQ Heat & Propane LP, WEQ Britco GP langd WEQ Britco LP. Subsidiaries are those
entities controlled by the Fund. The financial sta¢nts of subsidiaries are included in the interim
consolidated financial statements from the daté ¢eatrol commences until the date that control
ceases.

Business combinations

The acquisition of businesses is accounted forgugia purchase method. The cost of the acquisition
is measured at the aggregate of the fair valuetheatlate of exchange of assets given, liabilities
incurred or assumed, and equity instruments issneexchange for control of the acquiree. The
acquiree’s identifiable assets, liabilities and tomgent liabilities that meet the conditions for
recognition under IFRS 3, “Business Combinatiorsissued in January 2008 are recognized at their
fair values at the acquisition date, except for-nomrent assets that are classified as held-fa-isal
accordance with IFRS 5, “Non-current Assets HeldSale and Discontinued Operations” which are
recognized and measured at fair value, less cosslit

To the extent the fair value of consideration paideeds the fair value of the net identifiable taleg
and intangible assets, goodwill is recognized. Amextent the fair value of consideration paicessl|
than the fair value of net identifiable tangibledamtangible assets, the excess is recognized in
income.

Transaction costs, other than those associatedthtissue of debt or equity securities, that thed~
incurs in connection with a business combinatienexpensed as incurred.
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WesternOne Equity Income Fund

Notes to the Condensed Interim Consolidated Finanal Statements
June 30, 2011
(Unaudited)

()

(d)

As part of its transition to IFRS, the Fund electedrestate only those business combinations that
occurred on or after January 1, 2010. In respeccgiisitions prior to January 1, 2010, goodwill
represents the amount recognized under previouadizam GAAP.

Property and equipment

Items of property and equipment are measured atiess accumulated depreciation and accumulated
impairment losses. Cost includes expenditures dhatdirectly attributable to the acquisition of the
asset.

Gains and losses on disposal of an item of property equipment are determined by comparing the
proceeds from disposal with the carrying amounpmiperty and equipment, and are recognized in
profit or loss.

The costs of the day-to-day servicing of propertg @aquipment are recognized in profit or loss as
incurred.

Depreciation

Depreciation is calculated over the depreciablewajovhich is the cost of an asset, less its regidu
value.

Depreciation is recognized in profit or loss ontiaight-line basis over the estimated useful life o
each part of an item of property and equipmentesthis most closely reflects the expected patiérn
consumption of the future economic benefits emtbdighe asset.

The estimated useful lives for the current and canaive periods are as follows:

ReNtal fle@t ... 1-20 years
(2101 (o 1 o To PP EEURPUUR 25 years
Automotive, tractors and trailers .......cccccuvvvvviviiiiiiiiiieiieeeeeee e 3-7 years
Furniture, fixtures and equipment ......cccccccee e 7D 3/€ATS
(@0 ] 4] o 10] (=T gt =To [ 11 o 41= | S PSR 2-5 years
Leasehold improvements ...... lesser of 5 yeadstlhe remaining term of the lease

Depreciation methods, useful lives and residualieslare reviewed at each financial year end and
adjusted if appropriate.

Goodwill and Intangible assets

Goodwill

Goodwill is not amortized but is reviewed for impaent at least annually or whenever events or
changes in circumstances indicate that the cargimgunt may be impaired. Goodwill is allocated to
the cash generating unit (“CGU”) to which it ret&he fund identifies CGU’s as identifiable groups
of assets that are largely independent of the icdlstws from other assets or groups of assets.

Other Intangible Assets

Finite life intangible assets are carried at cesslany accumulated amortization and any accundulate

impairment loss and are amortized on a straigbtbiasis over their estimated useful lives.
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WesternOne Equity Income Fund

Notes to the Condensed Interim Consolidated Finanal Statements
June 30, 2011
(Unaudited)

(e)

(f)

(9)

Indefinite life intangible assets are carried atdess any accumulated impairment loss.

Amortization is calculated based on the cost ofabeet, less its residual value.

Amortization is recognized in profit or loss onteagyht-line basis over the estimated useful ligés
intangible assets, other than goodwill and ind&difife intangible assets, from the date that they
available for use, since this most closely reflabes expected pattern of consumption of the future
economic benefits embodied in the asset.

The estimated useful lives for the current and canaive periods are as follows:

Customer relationships ..........cccvveeeemmeeeeeeeeeee e, 10 years

Non-competition agreements ...........cceeeeeeveveereeeeeeennn. 3-5 years

SOWEAIE .ot e 1-5 years

Brand Name .......cccoooeeiiiiiiiiiiee e indefinite
Inventories

New and used equipment inventories of the equipmesml business, as well as raw materials, work
in progress and finished goods inventories of theduar building manufacturing business are
recorded at the lower of cost and net realizablaeyawith cost determined on a specific item basis.
Inventory write-downs are included in cost of sales

Parts inventories are valued at the lower of cost et realizable value, with cost generally being
determined on a weighted-average basis. Partstiomewrite-downs are included in cost of sales.

Revenue recognition

Revenue from rental contracts and logistical supjsorecognized in the period in which the related
services have been provided and collectabilitg#&sonably assured.

Service and parts revenue comprised of the sgiamd$ and equipment servicing, is recognized when
the parts are delivered, the related services Hmen rendered, and collectability is reasonably
assured.

Revenue from fuel sales is recognized at the tirnenathe fuel is delivered, the related serviceghav
been rendered, and collectability is reasonablyrasis

Revenue from equipment sales is recognized atithe &t which the contract is signed by the
purchaser, all significant risks and rewards of ewship have been transferred to the purchaser, and
collectability is reasonably assured.

Revenue from manufacturing and sales of modulas e based upon contracts with customers that
include fixed prices. Revenue is recognized udiegpercentage of completion method based on costs
incurred to date over the total costs to complbte design, manufacture, transport and installation.
Deposits received prior to completion are deferraad recognized throughout the design,
manufacture, transport and installation.

Leased assets

Leases in terms of which the Fund assumes sulmtgrdll the risks and rewards of ownership are
classified as finance leases. Upon initial recagnithe leased asset is measured at an amounttequal
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WesternOne Equity Income Fund

Notes to the Condensed Interim Consolidated Finanal Statements
June 30, 2011
(Unaudited)

(h)

the lower of its fair value and the present valfithe minimum lease payments. Subsequent to initial
recognition, the asset is accounted for in accar@lamith the accounting policy applicable to that
asset.

Minimum lease payments made under finance leasespmnortioned between the finance expense and
the reduction of the outstanding liability. Thedice expense is allocated to each period during the
lease term so as to produce a constant periodic akinterest on the remaining balance of the
liability.

Other leases are operating leases and are notnigedgn the Fund’s statement of financial position
Payments under operating leases are recognizéa im¢ome statement on a straight-line basis over
the term of the lease. Lease incentives receivedemognized in the income statement as an integral
part of the total lease expense.

Warranty provision

Warranties are given to customers on modular prsdsold to them. A warranty provision is
recognized when products are sold. The provisiofbased on historical warranty data. Actual
warranty costs in the future may differ from théireates based on historical performance. The level
of warranty provision required is reviewed on aduct by product basis and adjusted accordingly in
light of actual experience.

Financial instruments
Loans and receivables

Loans and receivables are financial assets widtdfiar determinable payments that are not quoted in
an active market. The Fund initially recognizesn®and receivables on the date that they are
originated. The loans and receivables are derezednvhen the contractual rights to the cash flows
from the asset expire, or it transfers the rigbtsetceive the contractual cash flows on the fir@nci
asset in a transaction in which substantially fadl tisks and rewards of ownership of the financial
asset are transferred. Such assets are recogmniiallyi at fair value. Subsequent to initial
recognition, loans and receivables are measurachattized cost using the effective interest method,
less any impairment losses. Assets in this categmiyde accounts receivable and cash and cash
equivalents. Cash and cash equivalents consisasti on hand, plus short term investments with
stated maturity dates of 90 days or less.

Financial liabilities at fair value through profit or loss

Financial instruments in this category are recogphiznitially and subsequently at fair value.
Transaction costs are expensed in the statemermprehensive income. Gains and losses arising
from changes in fair value are presented in thiestant of comprehensive income within finance
costs in the period in which they arise. Finandiabilities at fair value through profit or lossear
classified as current except for the portion expadb be realized or paid beyond twelve months of
the date of the statement of financial positionjctare classified as non-current. The Fund has th
following financial liabilities at fair value thraih profit or loss: Series A Debentures, 2010
Debentures, 2011 Debentures and Exchangeable Units.
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WesternOne Equity Income Fund

Notes to the Condensed Interim Consolidated Finanal Statements

June 30, 20
(Unaudited)

11

)

Non-derivative financial liabilities

The Fund initially recognizes debt securities issoa the date that they are originated. All other
financial liabilities are recognized initially ohd trade date at which the Fund becomes a patheto
contractual provisions of the instrument.

The Fund derecognizes a financial liability whendbntractual obligations are discharged, cancelled
or expired. Financial assets and liabilities arfsaifand the net amount presented in the stateofent
financial position when, and only when, the Fund hdegal right to offset the amounts and intends
either to settle on a net basis or to realize theetaand settle the liability simultaneously. Such
financial liabilities are recognized initially aif value plus any directly attributable transattimsts.
Subsequent to initial recognition, these finantiabilities are measured at amortized cost usirg th
effective interest method.

Interest, losses and gains relating to the findntability are recognized in profit or loss.
Distributions to the Unitholders are also recogdizeprofit or loss.

The Fund has the following non-derivative finandiabilities: operating loans, accounts payable and
accrued liabilities, distributions payable, capiald acquisition loans, equipment financing payable
and term mortgage.

Financial derivatives not using hedge accounting

The Fund holds derivative financial instrumentsirmes to hedge its interest rate exposure. Financia
derivatives not using hedge accounting are recegniaitially at fair value; attributable transactio
costs are recognized in profit or loss as incur@absequent to initial recognition, derivatives are
recognized at fair value and changes therein areusted for in profit or loss.

Segment reporting
The Fund’s operating segments are organized baséltkooperating structure of the Fund’s business
and are reported in a manner consistent with tternal reporting provided to the chief operating

decision maker (“CODM"). The chief executive offichas authority for resource allocation and
assessment of the Fund'’s performance and is therdfe CODM.
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WesternOne Equity Income Fund

Notes to the Condensed Interim Consolidated Finanal Statements

June 30, 2011
(Unaudited)

4. PROPERTY AND EQUIPMENT

Furniture,
Tractor & Fixtures and Computer Leasehold
Rental fleet Building Land trailer equipment equith improvement Total
Cost
January 1, 2010 $ 35,912,836 $ 128,017  $ 481,138 1,972,295  $ 1,156,727  $ 146,627 $ 401,407 40899,042
Business Acquisition 7,572,350 ; ; 718,000 74380 0,080 ; 8,444,730
Additions 7,205,206 ; ; 1,030,466 201,272 . 50,701 8,496,645
Disposals (2,705,292) ; ; (32,406) (662) (73,943) - (2,812,303)
December 31,2010  $ 47,985,100 $ 128,017 $ 881,1 $ 3,688,355  $ 1,431,717  $ 152,684 $ 461,108 54,328,114
Additions 1,789,693 ; ; 232,529 8,881 17,787 138,61 2,182,507
Disposals (589,514) ; ; ; (289,110) ; . (878,624)
March 31 , 2011 $ 49,185,279 $ 128,017 $ 481,13% 3,920,884  $ 1,151,488  $ 170,471 $ 594,725 55%31,997
Business Acquisition 17,039,293 ; . 52,592 1,042,981 33,035 32,750  D8GEL
Additions 4,611,359 ; ; 786,188 45,205 24,070 2839  5720,821
Disposals (1,353,829) - - - - - - (1,353,829)
June 30, 2011 $ 69,482,102 $ 128,017 $ 481,133 4,759,664  $ 2,239,674  $ 227,576 $ 881,474 889D,640
Accumulated
Depreciation
January 1, 2010 $ 9859443 $ 12785 $ - $ 418860 $ 327,771  $ 58643  3BA52  $ 10,816,054
E::czzc'at'on for the 7,922,401 6,607 - 398,919 265,786 72,027 86,717  5284B7
Disposals (879,192) ; ; (32,406) (662) ; ; (912260
December 31,2010  $ 16,902,652 $ 19392 $ - $ 785373 $ 592895  $ 130,670 225,269 $ 18,656,251
E;’?;Zuat'on for the 2,132,168 1,626 ; 162,921 75,939 25,898 41,581 02188
Disposals (75,348) ; . ; (128,863) . ; (204,211)
March 31, 2011 $ 18,959472 $ 21018 $ - $ 048204 $ 539971  $ 156568 65,850 $ 20,892,173
E:ﬁ(:gdati"“ for the 2,284,523 1,626 - 112,311 48,130 17,730 18512 2082
Disposals (480,410) - - - - - - (480,410)
June 30, 2011 $ 20,763,585 $ 22,644 $ - $ 1608 $ 588101  $ 174,298 $ 285362 $ 229,
Carrying Amount
December 31,2010  $ 31,082,448 $ 108,625 $ 881,1 $ 2,902,982 $ 838822  $ 22014 $ 235,83% 35,671,863
June 30, 2011 48,718,517 105,373 481,133 3,699,059 1,651,573 53,278 596,112 55,305,045

A general security agreement providing a charge alléhe assets of the Fund has been provided as
collateral to the bank.
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WesternOne Equity Income Fund

Notes to the Condensed Interim Consolidated Finanal Statements

June 30, 2011
(Unaudited)

5. GOODWILL & INTANGIBLES

Customer Franchise Non-compete
Goodwill relationships Brand names agreement agreement Software Total

Cost

January 1, 2010 $ 8,430,418 $ 27,517,223 82,017  $ 1,164,448 $ 3,064,417  $ 223,721 1$182,244

Additions - - - - - 109,028 109,028
Fully amortized intangible assets - - - - (47,893) - (47,893)

Impairment - - (1,164,448) - - (1,164,448)
Acquisition 1,062,313 2,636,827 - - 134,742 - 3,882

December 31, 2010 $ 9,492,731  $ 30,154,050 $82,017 $ - $ 3,151,266 $ 332,749 $ 43,912,813
Fully amortized intangible assets - - - - (661,300) - (661,300)

March 31 , 2011 $ 9,492,731  $ 30,154,050 $782,017 % - $ 2489966 $ 332,749 $ 43251513
Acquisition 37,300,121 14,676,884 15,895,090 - 1,399,638 - 69,271,733

June 30, 2011

$ 46,792,852 $ 44,830,934 $ 16,677,107 $ - $ 3,889,604 $ 332,749

$ 112,523,246

Accumulated Amortization

January 1, 2010 $ - $ 6,580,216 $ - $ 181,945 $ 1,411,980 0,406 $ 8,244,547
Amortization for the period - 2,949,439 - 72,778 1,113,261 10,902 4,146,380
Fully amortized intangible assets - - - - (47,893) - (47,893)
Impairment - - (254,723) - - (254,723)
December 31, 2010 $ - $ 95296 $ - $ - $ 2,477,348 $ 81,308 $ 12,088,311
Amortization for the period - 753,889 - - 258,931 6,637 1,029,457
Fully amortized intangible assets - - - - (661,300) - (661,300)
March 31, 2011 $ - $ 10,283,544 $ - $ - $ 2074979 $ 97,945 $ 12,456,468
Amortization for the period - 876,159 - - 230,942 16,637 1,123,738
June 30, 2011 $ - $ 11,159,703 $ - $ - $ 2305921 $ 114582 $ 13,580,206
Carrying Amount

December 31, 2010 $ 9,492,731 $ 20,624,395 $ 782,017 $ - $ 673918 $ 251,441 $ 31,824,502
June 30, 2011 46,792,852 33,671,231 16,677,107 - 1,583,683 218,167 98,943,040

As at June 30, 2011, all goodwill and intangibleeds held by the Fund were acquired as part ohbssi

combinations.

Brand names are related to previous business d@iougs Based on the expected future use of thadr
names, they have been assigned an indefinite Aifeother intangible assets’ useful lives aretini

For the purpose of impairment testing, goodwilalkcated to the Fund’'s CGUs. CGUs are the Fund’s
operating divisions that represent the lowest levighin the Fund at which the goodwill is monitoréat
internal management purposes, which is not highear the Fund’s operating segments.
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Notes to the Condensed Interim Consolidated Finanal Statements
June 30, 2011
(Unaudited)

6. INVENTORIES

For the three and six month period ended June @D1,Xxhanges in inventory recognized as cost @efssal
amounted to $7,971,117 (2010 - $2,568,908) and0812757 (2010: $6,557,883) respectively and the
write-down of inventories to net realizable valuecanted to $nil (2010: $nil).

June 30, 2011 December 31, 2010

Raw materials $ 3,484,955 $

Work in progress 4,909,539

Finished goods 1,952,323 2,058,753
$ 10,346,817 $ 2,058,753

As at June 30, 2011, the Fund's operating loareacur®d by 50% of the Fund’'s acceptable inventory
balance (as defined in the operating loan agreément

7. CREDIT FACILITIES

The Fund’s credit facilities consist of the followi

June 30, 2011 December 31, 2010
Approved Carrying value Carrying value
Operating loans $ 5,750,000 $ 1,017,481 $ 2,608,318
Capital loans:
Non-revolving 1,411,952 1,411,952 1,638,920
Revolving: 14,500,000
Loan #1 5,594,648 6,089,445
Loan #2 1,949,065 2,088,437
Loan #3 655,208 720,000
Loan #4 1,518,979 1,691,000
Loan #5 865,838 972,000
Loan #6 - 692,813
Loan #7 1,183,291
Loan #8 716,257
Other - 969,001
15,911,952 13,895,238 14,861,616
Acquisition loans: 48,823,954
Loan #1 5,616,184 6,254,533
Loan #2 8,465,525 9,328,436
Loan #3 34,742,245
48,823,954 48,823,954 15,582,969
Capital and acquisition loans 64,735,906 62,713,19 30,444,585
Total credit facilities $ 70,485,906 $ 63,736,673 $ 33,0963

The following table illustrates the funding datemturity dates and interest rates as at June 3d, 20 the
Capital and Acquisition Loans described above:
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Notes to the Condensed Interim Consolidated Finanal Statements
June 30, 2011

(Unaudited)
Interest rate
Loan Funding date Maturity date at June 30, 2011
Non-Revolving August 14, 2006 August 13, 2013 4.20%
Revolving:
Loan #1 July 2, 2010 July 1, 2014 4.20%
Loan #2 July 2, 2010 July 1, 2015 4.70%
Loan #3 September 14, 2010 September 13, 2015 0%A.7
Loan #4 September 15, 2010 September 14, 2015 094.7
Loan #5 September 28, 2010 September 27, 2015 0%A.7
Loan #7 June 20, 2011 June 19, 2016 4.70%
Loan #8 June 20, 2011 June 19, 2016 4.70%
Acquisition Loans:
Loan #1 February 15, 2008 February 14, 2013 4.50%
Loan #2 October 1, 2008 September 30, 2013 4.50%
Loan #3 May 31, 2011 May 30, 2016 4.50%

A single Canadian chartered bank (the "Bank”) haslenthe above credit facilities available to vasiou
entities indirectly owned by the Fund to financey-tlazday operations, capital expenditures, and
acquisitions.

The Bank has provided the operating loans whichpas@ble upon demand. The operating loans aresat th
Bank’s prime rate plus 1.00% and are secured by 60%cceptable inventory and 75% of acceptable
accounts receivable (as defined in the operatiag Bigreement), minus priority claims. The operaliran
has no stated maturity date and is due on demand.

The capital and acquisition loans are repayablel@mand, and unless and until demanded in monthly
installments with interest, at the Fund’s optionthe Bank’s prime rate plus a range of 1.20% #®%, or

the Bank’s banker’'s acceptance rate plus a stanfpagvith a range of 2.70% to 3.20%. Unless repaid
demand to the Bank, the non-revolving capital Ishall be repaid in full by August 13, 2013. Unless
repaid on demand to the Bank, the revolving captal acquisition loans shall be repaid in full be t
fourth or fifth anniversary of the date of such adee made. The costs of obtaining the capital and
acquisition loans are being amortized over the seohthe respective loans, resulting in an effectiv
interest rate at June 30, 2011 of 4.54% (2010 898)#or the capital loans and 4.59% (2010 — 3.9#810)

the acquisition loans.

On July 2, 2008, the Fund entered into an intesstswap with the Bank. The swap had a threetgear,

a notional value of $9,312,000 at the commencemikthte swap, and a fixed rate of 4.08% plus a stagp
fee of 3.00% as at June 30, 2011. The Fund dichpply hedge accounting to this swap, and as atresul
recorded a financial derivative liability of $8,647 June 30, 2011 (2010 — $88,914). The Fund nthgks
value of this derivative to market every quartew any resulting gains/losses are recorded innuemnie.
The fair value of the interest rate swap is deteetiibased on inputs that are readily availableuinlip
markets or can be derived from information avadaibl publicly quoted markets. Therefore, the Fuad h
categorized this swap contract as Level 2. Ther@st rate swap expired on July 1, 2011.

The fair value of debt not due on demand was deternusing the discounted cash flow forecast, at an
appropriate market discount rate as at June 301.20he fair value of the interest rate swap was
determined by discounting the future expected ashdlows of the fixed and variable interest paytsen
using observable market data. The Fund’s creslit wias considered in the fair value calculatiorthef
interest rate swap.

The credit facilities have covenants specifyingiaimum current ratio of 1.25 to 1.0, a maximum fedd
debt to earnings (as defined in the credit faesitagreement) ratio of 3.0 to 1.0, a minimum debtise
coverage ratio of 1.25 to 1.0, and a restrictionimereases in distributions to Unitholders and fetu
acquisitions without the prior written consent bétBank. For purposes of calculating the curratiby
25% of the Series A Debentures and the capital atplisition loans that are due within one year are
included in current liabilities. As at June 30;12Ghe Fund was in compliance with all bank covénan
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June 30, 2011
(Unaudited)

A general security agreement providing a charge allessets of the Fund has been provided astedla
to the Bank.

Assuming that the contractual requirements of @ngital and acquisition loans are met, and the dédman
feature is not exercised by the Bank, the minimuimciple repayments required are as follows:

July 1 to December 31, 2011 $,975,682
2012 10,314,794
2013 16,626,826
2014 9,037,506
2015 7,462,709
Thereafter 14,559,429
$ 62,976,946
Balance of transaction COStS t0 aAMOItiZE ..cceemmrevvnieieieieeeee e, (257,754
$62,719,192

8. DEFERRED INCOME TAX

Income tax expense is recognized based on managienbest estimate of the annual income tax rate
expected for the full financial year applied to fite-tax income earned for the interim period. Foed's
consolidated effective tax rate is mainly affedigdchanges in the fair value of convertible debergiand
distributions to unitholders, which are non-deduietiexpenses for tax purposes.

The tax effect of temporary differences that gige to the deferred income tax asset/ (liability as

follows:
June 30, 2011 December 31, 2010

Deferred income tax asset/(liability):
Issue costs $ 1,338,838 $ 598,382
Intangible assets 2,989,470 3,236,581
Property and equipment 4,619,908 4,034,137
Others 3,978 (539)

$ 8,952,194 $ 7,868,561

9. FUND UNITS

An unlimited number of Units may be created andésssby the Fund pursuant to the declaration of.trus
Each Unit is transferable and represents an equiivided beneficial interest in any distributiomerf the
Fund. The Units are not subject to future callassessments, and entitle the Unitholders thereoh#o
vote at all meetings of voting Unitholders. The tdrdre redeemable at any time on demand by thetsold
thereof, subject to certain terms and conditiof® Fund’s Units have no set par value.

As at January 1, 2010, the Units were classifiefir@ncial liabilities as the Units are redeemadnhel the
Fund’'s declaration of trust contains a mandatoryuah distribution requirement to distribute all
undistributed income within the Fund, which congét a contractual obligation to deliver cash und&
32, “Financial Instruments: Presentation”. On J#)e2011, the Fund’s Unitholders approved the
amendment of certain terms of the Fund’s declamatibtrust, effective June 30, 2011. This amendmen
removed the mandatory annual distribution requirgnaé the Units. As a result of this amendmeng th
fund’s Units met the definition of equity instrumienunder IAS 32 and therefore, the Units were
reclassified to equity from liabilities on a carwgw basis on June 30, 2011.

Subsequent to the reclassification of Units frombilities to equity, the Fund measures the Units at
amortized cost and distributions are recorded tir¢o unitholders’ equity. The fair value of thénits,
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which was determined using the closing price atftbmnto Stock Exchange (the “Exchange”) as at June
30, 2011 was $104,210,654 (2010 - $61,111,688lfautstanding Units.

The following table summarizes changes to the Fahifiits for the six months ended June 30, 2011:

Fund Units and Exchangeable
Exchangeable Fund Units Units
Units??@ outstanding outstanding’
Issued capital
Balance at December 31, 2010 $ 46,586,616 13,289,0 125,000
Increase of fair value of Exchangeable Units 126,00 - -
Issuance of Units from conversion of Debentures 4527 1,134,998
Balance at March 31, 2011 $ 52,657,743 15,024,018 125,000
Increase of fair value of Exchangeable Units 120,50 - -
Issuance of Units from conversion of Debentures 54,843 752,325
Options exercised 73,903 13,150
Balance at June 30, 2011 $ 57,310,789 15,789,493 125,000

@ Amounts are net of transaction costs where apgéicab

@  On February 15, 2008, pursuant to the acquisitioth® assets of Deerfoot, WEQ Deerfoot Rentals drPindirect subsidiary of the Fund, issued
125,000 exchangeable units (“Exchangeable Units'$4a00 per unit for net proceeds of $500,000. Writle terms of the exchange agreement
dated February 15, 2008, the Exchangeable Unitcamegertible to Units of the Fund on a one-for-dresis at the option of the holder. The
Exchangeable Units do not have voting rights, aweheconomic rights equivalent to the Fund’s Unithe Exchangeable Units are measured at
fair value through profit and loss.

©®  Amount includes the Exchangeable Units of $742&0@t June 30, 2011.

10. UNIT BASED COMPENSATION

Since August 14, 2006, the Fund has had the 208#htive Unit Option Plan (the “2006 Option Plam) i
place for its senior executives, directors, trusteed certain employees and can issue Units aceptdi
the criteria detailed in the Fund’'s declaratiortrast. Grants under this plan are classified ab cettled
awards and are accounted for according to theviaiwe based method of accounting for unit-based
compensation and the number of options expectdzbteested. The maximum term of an option is 10
years from the date of grant. Grants under ttas jpire vested equally over five years of employrnagtit

the Fund from the grant date.

On May 10, 2011, the Fund’s board of trustees gdartiptions to certain employees to purchase in
aggregate, 165,000 Units under the 2006 Option &tan135,000 Units under a special option grarmstchE
option provides the holder with the right for uptém years to purchase one Unit at an exercise jofic
$5.89. Vesting of the options occurs equally ohernext five years of employment with the Fund.

Page 19



WesternOne Equity Income Fund

Notes to the Condensed Interim Consolidated Finanal Statements
June 30, 2011
(Unaudited)

The following table summarizes the details of théans granted:

Weighted average

Number of options Exercise price exercise price
Outstanding, at January 1, 2010 488,00 $4.90 $4.90
Granted 503,000 $4.30 $4.30
Exercised - - -
Forfeited (9,000) $4.30 - $4.90 $4.57
Outstanding, at December 31, 2010 957,000 $4.3090$ $4.59
Exercised - - -
Forfeited - - -
Outstanding, at March 31, 2011 957,000 $4.30 -(64.9 $4.59
Granted 300,000 $5.89 $5.89
Exercised (13,150) $4.30 $4.30
Forfeited - - -
Outstanding, at June 30, 2011 1,243,850 $4.3089%5. $4.90

Weighted average fair value of options granted
at June 30, 2011 $1.24

The following table summarizes additional inforroatirelating to the options outstanding at June28Q.1:

Options outstanding Options exercisable

Weighted average Weighted Weighted

Number outstanding Number exercisable

Range of exercise prices: June 30, 2011 cont::é?t?z:l?ll?fg average e);er:’glese June 30, 2011 exercgvee;rJari’i]:ee
$4.90 459,000 7.1years $4.90 184,200 $4.90
$4.30 484,850 8.7 years $4.30 99,600 $4.30
$5.89 300,000 9.9 years $5.89 - $5.89

The Fund expenses the fair value of stock optibasdre expected to vest over the vesting perid fair
value of each option granted is estimated at thee afneach reporting period using the Black-Scholes
options pricing model. Expected volatility is estited by considering historic average Unit price
volatility. Forfeiture of options was estimatedide minimal based on the forfeiture history of thdians.
The following table illustrates the assumptions:

At June 30, 2011

Grant date of options Unit price  Annual dividendlgiof options ~ Volatility = Risk-free interest rate xfected remaining life of options

July 9, 2008 $6.60 9.09% 42.01% 2.47% 7.1years
February 10, 2010 $6.60 9.09% 42.01% 2.90% 8arsye
May 10, 2011 $6.60 9.09% 42.01% 2.90% 9.9 years

At June 30, 2010

Grant date of options Unit price Annual dividenélgli of options Volatility — Risk-free interest rate xjected remaining life of options
July 9, 2008 $4.40 13.64% 47.06% 2.56% 8.1 years
February 10, 2010 $4.40 13.64% 47.06% 3.08% %bsye

For the three and six months ended June 30, 28&1Fund recognized $377,219 (2010 — $16,094) and
$682,433 (2010 — $61,422) of compensation expeddelune 30, 2011, the Fund recorded a liability fo
cash-settled unit based options of $872,128 (20$R07,053). The intrinsic value of the vested awdod

the period was $542,220 (2010 - $nil).
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11. OPERATING LEASE COMMITMENTS

The Fund, through its indirectly owned subsidiarless entered into operating lease agreementeftaic
operating assets.

Non-cancellable operating lease rentals are payebfellows:

June 30, 2011 December 31, 2010
Less than one year $ 4,858,974 $ 2,219,610
Between one and five years 15,681,267 4,776,431
More than five years 2,486,322 2,631,705

For the three and six months ended June 30, 2821Fund recognized an expense of $801,780 (2010 -
$635,452) and $1,385,081 (2010 - $1,135,408) ifitpyoloss in respect of operating leases.

The Fund’s most significant operating leases alaeaée to land and buildings with no purchase opgion

Certain of the land and building operating leassegetrenewal options.

12. FINANCE LEASE COMMTMENTS

The Fund, through its indirectly owned subsidiarieags entered into finance lease agreements ftaicer
tractors and trailers that are part of the propartg equipment. All finance lease agreements hiaee
option or requirement to purchase the assets wiitealetermined price or market price at the enthef
lease. These assets are being amortized consigtarthe fund’s amortization policy (see Note &yd as
at June 30, 2011 had a net carrying value of $15P91

There are no contingent rent agreements as p#redfund’s lease agreements.

Finance lease liabilities are payable as follows:

June 30, 2011 December 31, 2010
Future minimum Present value of  Future minimum Present value of
lease payments minimum lease lease payments minimum lease
payments payments
Less than one year $ 349,797 $ 314,024 $ 218,523 $ 171,304
Between one and five years 941,165 742,875 622,606 560,974
$ 1,290,962 $ 1,056,899 $ 841,129 $ 732,278

13. DEBENTURES
(@) Series A Debentures

As part of the Offering, the Fund issued 100,00@:&F 9% senior secured convertible debentures —
Series A (“Series A Debentures”) at $100 per Seki@ebenture, for proceeds of $10,000,000.

At any time after August 15, 2008, on not more tB&rdays’ notice and not less than 30 days’ notice,
the Fund may redeem the Series A Debentures ata @qual to the principal amount thereof plus
accrued and unpaid interest up to but excludingddie of redemption, provided that the current
market price (defined as “the weighted averageintpgrice of the Units on the Exchange for the 20
consecutive trading days ending on the fifth trgdiay preceding such date”) of the Units on the day
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(b)

preceding the date on which notice of redemptiogiven is at least 125% of the conversion price of
$4.20 per Unit. The redemption can be settled gt aa through the issuance of Units.

At maturity on August 15, 2011, the Fund shall seffee outstanding principal amount of the Series A
Debentures, along with any accrued or unpaid isteww, at the Fund’s sole option, upon providing
not less than 30 days’ notice and not more thaml@@’' notice, the Series A Debentures shall be
converted into such number of Units as is deterchimg dividing the principal amount of Series A
Debentures plus accrued and unpaid interest byahe of Units obtained by calculating 95% of the
weighted average trading price of the Units onERehange during the prior 20 consecutive days on
which Units are traded.

The holders of Series A Debentures are permittecbtovert all or any part of the principal of, and
accrued interest on, the Series A Debentures hettidm into Units at the conversion price of $4.20
per Unit at any time prior to the maturity of theres A Debentures, subject to anti-dilution
provisions.

The Fund has elected to measure the Series A Deberdt fair value through profit or loss, with the
fair value based on the closing price at the Exgkaas at the end of each financial period.

Cash financing costs in the amount of $1,060,332ewecurred in the issuance of the Series A
Debentures. The financing costs were expensed wierred.

The following summarizes the face and carrying eabfi the Series A Debentures at December 31,
2010 and June 30, 2011:

Face value Carrying value
Balance as at December 31, 2010 $ 939900 $ 9,778,717
Conversion to Units (6,405,600) (8,131,354)
Mark to market as at June 30, 2011 2,897,997
Balance as at June 30, 2011 $ 3,0883 $ 4,545,360

The Series A Debentures rank senior to the Un@i&p02ebentures (as defined under Note 13(b)) and
2011 Debentures (as defined under Note 13(c)), pessu in all respects with any other Series A
Debentures issued from time to time, and are suhatel to senior security and permitted
encumbrances.

The fair value of Series A Debentures, which waemeined using the closing price at the Exchange
as at June 30, 2011, was $4,545,360 (2010 — $9.¥78for all outstanding debentures.

On July 29, 2011, the Fund redeemed all outstanB@rges A Debentures (refer to Note 18).
2010 Debentures

On February 26, 2010, the Fund completed a pulflezing of 27,600 8.50% unsecured convertible
subordinated debentures (the “2010 Debentures'$1a000 per debenture, for gross proceeds of
$27,600,000. The 2010 Debentures will mature orebdaer 31, 2015.

On and after December 31, 2013 and prior to Decendie 2014, the 2010 Debentures are
redeemable in whole or in part from time to timetet Fund’s option at par plus accrued and unpaid
interest, provided that the volume-weighted avetsading price of the Units on the Exchange during
the 20 consecutive trading days ending on the fifiding day preceding the date on which notice of
redemption is given is not less than 125% of thevecsion price of $5.25 per Unit. On and after
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(©)

December 31, 2014, the 2010 Debentures are redéeiathe Fund’'s option at any time at par plus
accrued and unpaid interest. The redemption caethied in cash or through the issuance of Units.

At maturity on December 31, 2015, the Fund hasofiteon, upon not more than 60 nor less than 40
days’ prior notice, to satisfy its obligations taypon maturity, the principal amount of the 2010
Debentures, in whole or in part, by delivering fyeteadeable Units. Any accrued and unpaid interest
will be paid in cash. In such event, payment wil datisfied by delivering for each $1,000 due, that
number of freely tradeable Units obtained by divgd$1,000 by 95% of the volume-weighted average
trading price of the Units on the Exchange for 8econsecutive trading days ending five trading
days prior to the date of maturity.

The 2010 Debentures are convertible at the holdgteon into fully paid Units at any time prior to
the close of business on the earlier of maturity tire business day immediately preceding the date
fixed for redemption at a conversion price of $5025 Unit, subject to anti-dilutive provisions.

The Fund has elected to measure the 2010 Deberstufais value through profit or loss, with therfai
value based on the closing price at the Exchange the end of each financial period.

Cash financing costs in the amount of $1,733,16@ewecurred in the issuance of the 2010
Debentures. The financing costs were expensed wicerred.

The following summarizes the face and carrying ealfithe 2010 Debentures at December 31, 2010
and June 30, 2011:

Face value Carrying value
Balance as at December 31, 2010 $ PMe0 $ 27,876,000
Conversion to Units (1,695,000) (1,915,224)
Mark to market as at June 30, 2011 6,226,187
Balance as at June 30, 2011 $ 25,905,009 32,186,963

The payment of the principal of, and interest ¢/ 2010 Debentures are subordinated in right of
payment to all senior obligations of the Fund, uiihg all senior security and Series A Debentures.
The 2010 Debentures rank pari passu with othees@&f debentures issued under the trust indenture
of the 2010 Debentures, and rank senior to thesUnit

The fair value of 2010 Debentures, which was deit@ethusing the closing price at the Exchange as
at June 30, 2011, was $32,186,963 (2010 — $27,8@5f0r all outstanding debentures.

2011 Debentures

The Fund completed a public offering on June 1,126f75,000 and an overallotment on June 6,

2011 of 11,250 8.00% extendible convertible ser2sunsecured subordinated debentures

(collectively, the “2011 Debentures”) at $1,000 debenture, for gross proceeds of $86,250,000. The
2011 Debentures will mature on June 30, 2018.

On and after June 30, 2014 and prior to June 306,2Be 2011 Debentures are redeemable in whole
or in part from time to time at the Fund’s optidmar plus accrued and unpaid interest, providatl th
the volume-weighted average trading price of thédJon the Exchange during the 20 consecutive
trading days ending on the fifth trading day préegdhe date on which notice of redemption is given
is not less than 125% of the conversion price 05@per Unit. On and after June 30, 2016, the 2011
Debentures are redeemable at the Fund’s optionyatime at par plus accrued and unpaid interest.
The redemption can be settled in cash or througlisduance of Units.
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At maturity on June 30, 2018, the Fund has theoaptipon not more than 60 nor less than 40 days’
prior notice, to satisfy its obligations to pay maturity, the principal amount of the 2011 Debeasur

in whole or in part, by delivering freely tradeallaits. Any accrued and unpaid interest will bedpai
in cash. In such event, payment will be satisfigddblivering for each $1,000 due, that number of
freely tradeable Units obtained by dividing $1,d8095% of the volume-weighted average trading
price of the Units on the Exchange for the 20 consee trading days ending five trading days prior
to the date of maturity.

The 2011 Debentures are convertible at the holdgteon into fully paid Units at any time prior to
the close of business on the earlier of maturity tire business day immediately preceding the date
fixed for redemption at a conversion price of $7p80 Unit, subject to anti-dilutive provisions.

The Fund has elected to measure the 2011 Deberstufais value through profit or loss, with therfai
value based on the closing price at the Exchange the end of each financial period.

Cash financing costs in the amount of $4,848,963ewacurred in the issuance of the 2011
Debentures. The financing costs were expensed wicarred.

The following summarizes the face and carrying ealfithe 2011 Debentures at June 30, 2011:

Face value Carrying value
Issuance in June 2011 $ 86,250,000 $ 86,250,000
Mark to market as at June 30, 2011 862,500
Balance as at June 30, 2011 $ 86,250,009 87,112,500

The payment of the principal of, and interest ¢/ 2011 Debentures are subordinated in right of
payment to all senior obligations of the Fund, uidihg all senior security and Series A Debentures.
The 2011 Debentures rank pari passu with othees@f debentures issued under the trust indenture
of the 2011 Debentures, and rank senior to thesUnit

The fair value of 2011 Debentures, which was deiteethusing the closing price at the Exchange as
at June 30, 2011, was $87,112,500 (2010 — $nilxfautstanding debentures.

14. FINANCIAL INSTRUMENTS
(@) Comparison of fair value to carrying value

Financial instruments consist of cash and cashvafgrits, accounts receivable, financial derivatives
operating loans, accounts payable and accrueditiedi distributions payable, capital and acqiosit
loans, mortgage payable, equipment financing payaddries A Debentures, 2010 Debentures, 2011
Debentures and Exchangeable Units. The carryingegabf the financial instruments, except for the
capital and acquisition loans, mortgage payablajpsgent financing payable, Series A Debentures,
2010 Debentures, 2011 Debentures and Exchangealitie dre considered to approximate their fair
values due to their short term nature. The faceesbf the capital and acquisition loans approxémat
their fair values as they are due on demand. Tinevédues of the mortgage payable and equipment
financing payable are based on discounted futusé 8aws using discount rates that reflect current
market conditions for instruments having similarme and conditions. The fair value of
Exchangeable Units is based on observable marle and is disclosed in Note 9. The fair values of
the Series A Debentures, 2010 Debentures and 2@bgrilures are also based on observable market
price and are disclosed in Note 13.
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(b) Credit risk

Credit risk is the risk of financial loss to the rieuif a customer or counterparty to a financial
instrument fails to meet its contractual obligatidme maximum exposure to credit risk is the full

carrying value of the financial instrument.

The Fund is exposed to credit risk with respedtsdrade receivables, particularly from customiars
the construction and resource industries in BritShlumbia and Alberta due to the Fund’'s
concentration of business in these sectors. Thd Rtigates the risk by means of a diverse customer
base in the construction (industrial, commerciafrastructure, and residential), resource (oil &,ga
mining and forestry) as well as other sectors. af\slune 30, 2011, two of the Fund’s accounts
receivable balances were in excess of 10% of timel'Biconsolidated accounts receivable balance. In
assessing the credit risks in relation to these &woounts receivable balances, management has
considered the financial health of the respectiwemanies in terms of working capital position,
financial leverage, ability to generate operatingltflow, revenue base and profitability. Managemen
has also reviewed the payment history and averafjection cycle of these accounts and made
provisions where necessary. In general, the Funidjaies the risk by following a program of credit

evaluations of customers and limits the amountedit extended when deemed necessary.

The allowance for doubtful accounts in respectraflé receivables is used to record impairment
losses unless the Fund is satisfied that a recafettye amount owing is possible, at which poirg th

amounts are considered irrecoverable and are widffeagainst the trade receivables directly.

Objective evidence that trade receivables are irmgaian include default or delinquency by a debtor

and indications that a debtor will enter into bancy.

Aging of receivables is as follows:

June 30, 2011

December 31, 2010

Trade receivables, gross

6utstanding 1-30 days $ 7,257,584 $ 5,029,316

Outstanding 30 — 60 days (past due) 4,249,118 ,629517

Outstanding over 60 days (past due) 5,339,413 ,48D4

16,846,115 8,483,293

Allowance for doubtful accounts (558,942) (163,135)
Trade receivables, net 16,287,173 8,320,158
Sales tax and other receivables 2,015,368 1,155,921
Accounts receivable $ 18,302,541 $ 9,476,079

The movement in the allowance for doubtful accoimtgspect of trade receivables is as follows:

2011 2010
Balance as at January 1 $ 163,135 $ 239,032
Acquisition 276,792 -
Bad debt expenses 229,423 93,142
Wrote off against trade receivables (110,408) @g3)
Balance as at June 30 $ 558,942 $ 183,482

Based on historic default rates, the Fund beliehas, no impairment allowance is necessary in

respect of trade receivables not past due.
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(©)

(d)

Liquidity risk
Liquidity risk is the risk that the Fund will noelable to meet its obligations as they fall due.

The Fund manages its liquidity risk through cast debt management including monitoring debt

covenants and timely collection of accounts reddas As at June 30, 2011, the Fund had available
unused approved credit facilities of $6,749,233.e Thund also has accounts receivable of
$18,302,541, and cash and cash equivalents tg&li6,534,507.

A centralized treasury function ensures that thedRmaintains funding flexibility by assessing figur
cash flow expectations and by maintaining suffitiemadroom on its committed borrowing facilities.
Cash flow estimates are based on rolling forecafstsperating, investing and financing cash flows.
Such forecasting also takes into account borrowimds, cash restrictions and compliance with debt
covenants.

Cash which is surplus to working capital requiretaés managed by the centralized treasury function
which invests it in money market funds or bank momarket deposits, choosing maturities which are
aligned with expected cash needs based on thegdtirecast process.

Market risk

Interest rate risk

Interest rate risk is the risk that the fair valuefuture cash flows of a financial instrument will
fluctuate because of changes in market interessrat

The Fund’s credit facilities bear interest at vialearates.

The Fund is managing its interest rate risk, irt,pghArough interest rate swaps (see Note 7 and Note
18).

The Fund’'s Series A Debentures, 2010 Debenture@hdi Debentures bear a fixed interest rate of
9.0%, 8.5% and 8.0%, respectively, throughout énmtof the debentures and thus are not exposed to
any interest rate risk.

The Fund’s mortgage payable bears a fixed inteadst of 6.5% throughout the four-year term and
thus is not exposed to any interest rate risk.

The Fund’'s equipment financing payable bears fixedrest rates of up to 3.45% throughout the
terms of the respective financing and thus is mpbsed to any interest rate risk.

The Fund’s finance leases payable bear fixed istai@es from 4.20% to 15.30% throughout the
terms of the leases and thus are not exposed tmemgst rate risk.

Units and Exchangeable Units are not exposed terast rate risk as distributions paid are
discretionary.
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(e)

Foreign exchange risk

Foreign exchange risk is the risk that the faiueabr future cash flow of a financial instrumentl wi
fluctuate because of changes in foreign exchartge ra

The Fund’s cash flow exposure to foreign currescgie mainly to purchases of rental equipment and
replacement parts from suppliers in the UnitedeStat

As at June 30, 2011, the Fund’'s consolidated belaheet included $859,026 of accounts payable
(2010 - $135,457), $188,552 of operating line (20Mhil) and $291,572 of cash (2010 - $43,765)
which were U.S. currency denominated.

The Fund does not use hold or issue financialunsénts for trading or speculative purposes. At June
30, 2011 there were no foreign exchange contragttanding.

Capital Risk Management

The Fund’s capital currently consists of cash amshcequivalents, credit facilities (including capit
and acquisition loans), debentures and issuectapital.

The Fund’s objective when managing capital is taimé&e long-term Unitholder value by:

. maintaining a flexible capital structure that op#ies the cost of capital at acceptable risk and
preserves the ability to meet financial obligaticensd
« providing a return to Unitholders by delivering ntioly cash distributions.

In managing its capital structure, the Fund mogitperformance throughout the period to ensure
anticipated cash distributions, working capitaluiegments and maintenance capital expenditures are
funded from operations, available cash on depaositvahere applicable, bank borrowings. The Fund
will make adjustments to its capital structure teemnthe objectives of the broader corporate styateg
or in response to changes in economic conditionsris. In order to maintain or adjust the capital
structure, the Fund may adjust the amount of cashililitions to Unitholders, borrow funds and/or
issue new Units.

The Fund’s credit facilities have restrictive coaats relating to debt incurrence and distributitms
Unitholders. Furthermore, the credit facilities tin financial covenants, as described in Note 7
above, that also form the basis for the Fund toitapits capital. The Fund closely monitors the
business performance to evaluate compliance wétctvenants. As at June 30, 2011, the Fund was
in compliance with all such covenants.

15. BUSINESS COMBINATIONS

On May 16, 2011, WEQ Britco LP (“Britco”), a subiidy of the Fund, entered into an acquisition
agreement with Britco Structure LLP and Britco Liagd.td (collectively, the “Britco Group”) pursuatt
which Britco agreed to acquire the assets and tisinbss of the Britco Group (the "Acquisition).€lh
aggregate purchase price was paid in cash andijecsuo an earn-out provision whereby the previous
owners of the Britco Group will receive a portiohamy earnings above a prescribed threshold foy¢iae
ending May 31, 2012. The Acquisition was complaeiadiune 1, 2011.

Britco designs, manufactures and leases commgraitdble and permanent modular buildings.
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Management of the Fund believes the Acquisitiotéseficial to the Fund for a number of reasons,

including:

. the Acquisition represents a diversification of fhend's equipment rentals, sales and services
platform;

. the business platform of Britco can benefit frora #und's business networks and the Fund will

be able to offer an expanded range of productsandces to a wider customer base;

. Britco's first on-site presence through its modwéices or staff accommodation units at its
customers' locations provides an in-road for thed=uother product and service offerings.

. the Acquisition gives the Fund economies of saabgroving the Fund's information technology
infrastructure and leveraging sales and marketffugte; and

° the Acquisition gives the Fund's existing consinrciand infrastructure businesses a marketing
and sales channel in the high growth oil and gassé Alberta.

The purchase price was paid in cash, and the atqnisvas accounted for using the purchase methbd.
allocation of the purchase price to the estimas@dviilue of the net assets acquired is as follows:

Allocation of purchase price

Accounts receivable $ 10,948,945
Inventories 5,480,785
Prepaids 562,910
Accounts payable (4,527,878)
Property and equipment 18,200,651

Intangible assets:
Customer relationships 14,676,884
Brand name 15,895,090
Non-compete agreements 1,399,638
Goodwill 37,300,121
$ 99,937,146

Consideration:

Cash $ 99,391,442
Earn-out provision 545,704

The Goodwill is attributable mainly to 1) Britcaddrong business model which will enhance futurengno

in operation; 2) the synergies with the Fund’s ottsinesses expected to be achieved from thengaso
discussed above; and 3) Britco’s assembled wor&fof6% of the goodwill is expected to be deductibte
tax purposes pursuant to the Canadian Income Tax Ac

16. OPERATING SEGMENTS

The Fund operates in two operating (and reportaddgments: equipment rentals, sales & services and
modular building manufacturing & leasing, based tha way that management organizes the Fund’s
businesses for making operating decisions and sisgeperformance. The equipment rentals, sales &
services segment is engaged in the business girequt rentals, sales and services, and fuel wHelesal
distribution. The modular building manufacturingl&asing segment includes the manufacturing, salds a
leasing of modular buildings to provide space soiutfor workforce accommodations, resource,
commercial and industrial camps, custom office clexgs, hotels and motels, disaster relief housimy a
schools, among other uses.
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The seasonality of the Fund's business segmentxinitp quarterly operating results as follows:

(&) Equipment rentals, sales & service segment

(b)

The aerial and general rentals business is gepdaoaller from January through March as the winter
weather hampers construction activity. Constructi@ater rentals and related fuel supply and
wholesale during the winter months compensatetfersiow winter business cycle in the aerial and
general rentals sector. From April through Julg tantal demand for construction and general rental
equipment grows gradually as rental activities Bgege into the summer months. Expenditures on
inventory for sale and rental fleet are mostly imed during these months in anticipation of
equipment rental and sales in the summer andFadin August through November the demand for
rental equipment continues as construction compgastiéze to meet construction targets prior thet sta
of the holiday season in December. The construdtiester rentals and fuel wholesale business in
Alberta starts in November and continues througihéospring of the following year.

Modular building manufacturing and leasing segment

The modular building manufacturing division doed fmllow a specific seasonal trend. Modular
buildings are pre-fabricated buildings that are afactured in Britco's two production facilities (in
Agassiz and Penticton, BC) throughout the year, amednot subject to external weather conditions.
Production is scheduled based on the level of ptdjacklogs, timing of contracts signed and job
orders issued, product type and timing of deliveimilarly, the modular leasing division has not
historically been subject to seasonality. Commopliagtions of modular space units include work
camp accommodations, classrooms, temporary offam@sstruction site offices, sales offices, special
event headquarters and storage containers. UrikeFund's equipment rentals, sales and service
segment, the lease terms of modular space leasingypically longer (3 to 5 years, compared to
daily, weekly or monthly rentals), with the excepti of short-term event-driven modular space
rentals, which typically experience a higher lemehctivity during the summer months.

The method used for the allocation of assets jpumkd by the operating segments and costs anilitikssh
jointly incurred (mostly corporate costs) betweba bperating segments is based on a proportioadf e
segment’s assets, and for revenues and expensegroportion of each segment’s revenue.
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For the three-month period Modular Building Manufacturing

Equipment Rental, Sales & Service Consolidated

ended June 30 & Leasing
2011 2010 2011 2010 2011 2010

Total segment revenue 13,440,216 11,159,943 7,087,621 - 20,527,837 11,159,941%
Revenue with other segment 13,100 - 342 - 13,442 -
(eliminated in consolidation)
Depreciation & amortization of:

Property and equipment 2,367,511 2,255,524 115,321 - 2,482,832 2,255,524

Intangible and other assets 978,103 1,054,609 145,635 - 1,123,738 1,054,609
Finance cost 5,099,130 582,449 2,277,070 - 7,376,200 582,449
Income tax recoveries 475,048 513,923] 250,549 . 725,597 513,923|

Earnings before distributions,
finance costs, taxes,
depreciation, amortization,
write down of assets, foreign 3,122,321 2,335,794 1,181,011 - 4,303,332 2,335,794
exchanges gains/(losses),
business acquisition costs and
unit based compensation
expense

Purchase of property and
equipment (net of business 5,117,357 1,575,557 368,854 - 5,486,211 1,575,557
acquisitions)

Total identifiable assets? 88,311,580 91,468,151 121,364,063 - 209,675,643 91,468,151

MBalances for 2010 are balances as of Decembei03D, 2
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For the six-month period ended Equipment Rental, Sales & Service Modular Building Manufacturing Consolidated

June 30 & Leasing
2011 2010 2011 2010 2011 2010

Total segment revenue 30,890,944 24,205,154 7,087,621 - 37,978,565 24,205,154
Revenue with other segment 13,100 - 342 - 13,442 -
(eliminated in consolidation)
Depreciation & amortization of:

Property and equipment 4,807,644 4,044,624 115,321 - 4,922,965 4,044,626

Intangible and other assets 2,007,560 2,033,359 145,635 - 2,153,195 2,033,359
Finance cost 10,975,749 2,329,10 2,277,070 - 13,252,819 2,329,100
Income tax recoveries 881,428 948,838] 202,206 . 1,083,634 948,838

Earnings before distributions,
finance costs, taxes,
depreciation, amortization,
write down of assets, foreign 8,887,654 6,215,091 1,181,011 - 10,068,665 6,215,091
exchanges gains/(losses),
business acquisition costs and
unit based compensation
expense

Purchase of property and
equipment (net of business 6,857,343 2,255,05( 368,854 - 7,226,197 2,255,05(
acquisitions)

Total identifiable assets? 88,311,580 91,468,151 121,364,063 - 209,675,643 91,468,151

MBalances for 2010 are balances as of Decembei03D, 2

17. RELATED PARTIES
(@) Purchase of equipment

The Fund purchased equipment from a company in twhicboard member of the Fund has a
controlling interest, for $58,183 (2010 - $117,3358y $156,145 (2010 - $254,617) during the three
and six month period ended June 30, 2011. Thessactions arose during the normal course of
business and were recorded at fair market value.

(b) Rental obligations

The Fund currently rents premises in various locetifrom companies in which employees of the
Fund hold certain interests. The Fund paid $212,8BBl0 - $203,777) and $419,150 (2010 -
$403,986) in such rent during the three and sixtmperiod ended June 30, 2011 and a rental deposit
of $36,858 (2010 - $36,858) for such premises ae B0, 2011. The rent between the parties is at fai
market value.
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(c) Key Management Personal Compensation

The following table summarizes the compensatiothefFund’s key management:

Six-month period ended June 30, 2011 Six-month perd ended June 30, 2010

Short term employee benefits $ 330,206 $ 184,242
Post employment benefits

Other long term benefits

Termination benefits

Share based payments $ 265,086 $ 16,825

18. SUBSEQUENT EVENTS

a)

b)

<)

On July 29, 2011, pursuant to the debenture inderdated August 15, 2006, the Fund redeemed all
of its outstanding Series A Debentures. The redempgtrice was paid in cash and was $100 per $100
principal amount of the Series A Debentures outitay plus accrued and unpaid interest.

On August 10, 2011, the Fund entered into an iatesge swap with the Bank for a principal amount
of $20,000,000. The swap has a three-year termaafided rate of 1.43% plus a stamping fee of
3.00%.

From July 1, 2011 to August 12, 2011, 1,082,95%4Jniere issued as a result of the conversion of
$2,782,200 and $2,197,000 of Series A Debentures 20010 Debentures, respectively, thereby
reducing the balance of Debentures and increabmalance of Units.
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19. TRANSITION TO IFRS

The Fund adopted IFRS in accordance with IFRS ZIrstfime Adoption of International Financial
Reporting Standards”. The first date at which IRR&S applied was January 1, 2010 (“Transition Date”)
In accordance with IFRS, the Fund has:

provided comparative financial information;

applied the same accounting policies throughoyterilods presented;

retrospectively applied all effective IFRS standaad of January 1, 2010, as required; and

applied certain optional exemptions and certaindatory exceptions as applicable for first time IFRS
adopters.

The Fund's interim consolidated financial statemewere previously prepared in accordance with
Canadian GAAP.

Set forth below are the IFRS 1 applicable exemgtiand exceptions applied in the conversion from
Canadian GAAP to IFRS.

@)

(b)

IFRS exemption options

Business CombinationsIFRS 1 provides the option to apply IFRS 3, rgiexdively or prospectively
from the Transition Date. The retrospective basiguld require restatement of all business
combinations that occurred prior to the Transitixate. The Fund elected not to retrospectively apply
IFRS 3 to business combinations that occurred ptioiits Transition Date and such business
combinations have not been restated. Any goodw#iray on such business combinations before the
Transition Date has not been adjusted from theyirayvalue previously determined under Canadian
GAAP as a result of applying these exemptions.

IFRS mandatory exceptions
Estimates Hindsight is not used to create or revise estémalhe estimates previously made by the

Fund under Canadian GAAP were not revised for apptin of IFRS except where necessary to
reflect any difference in accounting policies.
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(c) Reconciliation of Canadian GAAP to IFRS

The following is a reconciliation of the Fund’s dincial position reported in accordance with Canadia

GAAP to IFRS:
Previous Canadian Effect of transition to
Note GAAP IFRS IFRS
June 30, 2010

ASSETS
CURRENT ASSETS
Cash & cash equivalents 8,689,593 8,689,593
Accounts receivable 5,381,172 5,381,172
Inventories 1,805,399 1,805,399
Deposits & prepaid expenses 473,549 473,549

16,349,713 16,349,713
PROPERTY & EQUIPMENT | 35,436,405 (142,129) 35296
INTANGIBLE ASSETS | 25,092,141 142,129 25,234,270
GOODWILL 1 9,923,709 (430,978) 9,492,731
DEFERRED INCOME TAX ASSSETS I, IV 6,766,868 737454 7,504,412
TOTAL ASSETS 93,568,836 93,875,402
LIABILITIES AND UNITHOLDERS’ DEFICIENCY
CURRENT LIABILITIES
Operating loans 852,972 852,972
Accounts payable and accrued liabilities 3,902,767 3,902,767
Distributions payable 693,589 693,589
Current portion of Units \2 - 600,000 600,000
Capital and acquisition loans 27,573,884 27,598,8
Other liabilities 201,272 201,272

33,224,484 33,824,484
FINANCE LEASE OBLIGATION 290,356 290,356
TERM MORTGAGE 314,035 314,035
FINANCIAL DERIVATIVES 194,483 194,483
SERIES A DEBENTURES v 8,940,606 1,007,930 9,938,5
2010 DEBENTURES v 23,459,447 4,278,553 27,738,000
EXCHANGEABLE UNITS \ - 495,000 495,000
FUND UNITS \Y - 45,416,618 45,416,618
UNIT BASED COMPENSATION 1 - 157,440 157,440

66,423,411 118,378,952
UNITS Vv 42,107,603 (42,107,603)) -
RETAINED DEFICIT II-v (18,742,083) (5,761,467) (24,503,550)
CONTRIBUTED SURPLUS m 114,584 (114,584) R
EQUITY COMPONENT OF

CONVERTIBLE DEBENTURES v 3,665,321 (3,665,321) )

27,145,425 (24,503,550)

TOTAL LIABILITIES & 93,568,836 93,875,402

UNITHOLDERS'’ DEFICIENCY
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The following is a reconciliation of the Fund’s cprahensive income reported in accordance with
Canadian GAAP to IFRS:

Canadian Eﬁ?‘.:t of Canadian Eff(_ac_:t of
Note GAAP transition to IFRS GAAP transition to IFRS
IFRS IFRS
Three-month period ended June 30, 2010 Six-month pged ended June 30, 2010
REVENUE
Equipment rental 5,931,075 5,931,075 10,907,446 10,907,446
Equipment sales 1,636,037 1,636,037 2,424,503 4242503
Parts, fuel, service and others 3,592,830 3,542,8 10,873,205 10,873,205
11,159,942 11,159,942 24,205,154 24,205,154
COST OF SALES
Cost of equipment rentals,
excluding depreciation 3,589,405 3,589,405 6,527,577 6,527,577
Depreciation of rental equipment 2,024,520 2,524, 3,655,593 3,655,593
Equipment sold 1,504,199 1,504,199 2,189,116 8116
Parts, fuel, service and others 1,262,799 1,262,7 4,774,381 4,774,381
8,380,923 8,380,923 17,146,667 17,146,667
GROSS PROFIT 2,779,019 2,779,019 7,058,487 74838
OPERATING EXPENSES
General and administration n 3,736,454 (5,110) 733,344 6,888,924 23,041 6,911,965
Business acquisitions Il - 150,978 150,978 - 438,97 430,978
3,736,454 3,882,322 6,888,924 7,342,943
RESULTS FROM OPERATING
ACTIVITIES (957,435) (1,103,303) 169,563 (284,456)
Finance costs v, vV 1,393,020 (810,571) 582,449 12,897 1,751,063 4,062,260
Distributions to Unitholders \ - 2,099,029 2,09902 - 4,194,603 4,194,603
LOSS BEFORE INCOME TAX (2,350,455) (3,784,781) ,1¢21,634) (8,541,319)
DEFERRED INCOME TAX
RECOVERY 1, IV (462,811) (51,112) (513,923) (433,965) (H7A3) (948,838)
TOTAL COMPREHENSIVE LOSS (1,887,644) (3,270,858) (1,707,669) (7,592,481)

The IFRS adjustments made to the comparative mtednsolidated statement of comprehensive loss
for the six months ended June 30, 2010 have beée moethe interim consolidated statement of cash
flows as at the same date. There were no otheffisigmt IFRS transition differences noted.

(d)

Software

Explanation note of transition to IFRS

l. Software was classified as property and equipmenthé previous Canadian GAAP
financial statements.

Starting from January 1, 2010 the Fund is requbedlassify software as intangible
assets in accordance with 1AS 38.

Business combinations

1. Acquisition-related costs incurred by the Fund weuded as part of goodwill under
previous Canadian GAAP.

Starting from January 1, 2010 the Fund is requiceeixpense acquisition related costs in
accordance with IFRS 3. This also led to an irsedna the temporary difference between
the accounting basis and tax basis of the intaagibbkets (including goodwill) compared
to Canadian GAAP.
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Unit based compensation

The Fund granted options to acquire Units for itealors, trustees and other employees.
These options vest evenly over five years. Undevipus Canadian GAAP, these options
were accounted for as equity settled options aad~tind had expensed the fair value of
these options with an equal amount every year theerespective vesting periods. Under
IFRS 2, “Share-Based Payment”, these options &k sattled options and the Fund is
required to account for each tranche of the optwith graded vesting as a separate
option grant and recognize the related expensdiaitities accordingly.

Financial instruments

V.

Under previous Canadian GAAP, the Series A Debestand the 2010 Debentures
(collectively, the “Debentures”) were bifurcated tween the equity and liability
components using the residual method and the detedasaction costs were deferred and
amortized through the life of the Debentures. Unb® 39, “Financial Instruments:
Recognition and Measurement”, the Fund electecetord its Debentures at their fair
values based on the trading price at the ExchalRgehermore, since the Units were
classified as liabilities under 1AS 39, no bifuicat between the equity and the liability
components of the debenture was required. Als®uhAlS 39, the related transactions
costs for issuing the Debentures were expensed wbearred. This led to an increase in
the temporary difference between the accountingsbasd tax basis of the deferred
transaction costs compared to Canadian GAAP.

Financial instrument classification and presentation

V.

The Fund’s Units and Exchangeable Units were diadsias equity under previous
Canadian GAAP. Under IAS 32, since the Units @a@eemable and the Fund has a
contractual obligation to distribute the Fund’sdme according to the Fund’s declaration
of trust, the Units and Exchangeable Units are irequo be classified as liabilities and
the Units that are redeemable within 12 months fteendate of the statement of financial
position are required to be classified as curriahillties.

Fund Units

The related issuance costs of the Units have bemnrtiaed fully using the effective
interest rate method in accordance with IAS 39 tes Eund’s Units are carried at
amortized cost. Distributions declared are recom@egart of the Fund’'s comprehensive
income in accordance with IAS 32.

Exchangeable Units

The Exchangeable Units are carried at fair valueutph profit or loss with changes in
their fair value being recorded as part of the Fsiadmprehensive income.
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