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WESTERNONE EQUITY

MANAGEMENT’'S RESPONSIBILITY

To the Unitholders of
WesternOne Equity Income Fund (the “Fund”):

Management is responsible for the preparation aredeptation of the accompanying financial statement
including responsibility for significant accountipgdgments and estimates in accordance with Canagpiaerally
accepted accounting principles and ensuring thlainfdrmation in the annual report is consistenthwthe
statements. This responsibility includes selectappropriate accounting principles and methods, rnating
decisions affecting the measurement of transactioméich objective judgment is required.

In discharging its responsibilities for the intégrand fairness of the financial statements, mamage designs and
maintains the necessary accounting systems antedelaternal controls to provide reasonable assgrahat
transactions are authorized, assets are safeguandefihancial records are properly maintainedrtavige reliable
information for the preparation of financial statsts.

The Audit Committee of the Board of Trustees of thend is responsible for overseeing managemenhén t
performance of its financial reporting responsital, and for approving the financial informatiarciuded in the
annual report. The Audit Committee fulfils thesspensibilities by reviewing the financial informati prepared
by management and discussing relevant mattersméthagement and external auditors. The Audit Coremit
also responsible for recommending the appointmetiteoFund’s external auditors.

Meyers Norris Penny LLP, an independent firm of @&@d Accountants, has been appointed by the Audit
Committee to audit the financial statements andntegirectly to the Unitholders; their report folls. The
external auditors have full and free access to bleghAudit Committee and management to discuss tnedit
findings.

January 31, 2008
“Darren Latoski”

Chief Executive Officer
WesternOne Equity Income Fund

WESTERNONE EQUITY INCOME FUND
Suite 910, 925 West Georgia Stredfancouvere British Columbiae Canada» V6C 3L2 e Telephone (604) 678-4042Fax (604) 681-5969
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Auditors' Report

To the Unitholders of:

WesternOne Equity Income Fund:

We have audited the consolidated balance she¥testernOne Equity Income Fund as at December 3T, @8d 2006 and the
consolidated statements of income and comprehemsigene, unitholders' equity and cash flows foryaar ended December 31, 2007
and the period from June 14, 2006 to December @16.2 These financial statements are the respdnsilfithe Fund's management.

Our responsibility is to express an opinion on éf@sancial statements based on our audit.

We conducted our audits in accordance with Canagbarrally accepted auditing standards. Thoselatea require that we plan and
perform an audit to obtain reasonable assurancéhehthe financial statements are free of mateniastatement. An audit includes
examining, on a test basis, evidence supportingith@unts and disclosures in the financial statesnefih audit also includes assessing
the accounting principles used and significannestties made by management, as well as evaluatiray#nall financial statement

presentation.

In our opinion, these consolidated financial staets present fairly, in all material respects,fihancial position of the Fund as at
December 31, 2007 and 2006 and the results gbésations and its cash flows for the year endectdéer 31, 2007 and the period from

June 14, 2006 to December 31, 2006 in accordartbeGainadian generally accepted accounting pringiple

aes o flexesy 14

Nanaimo, British Columbia

January 31, 2008 Chartered Accountants

The accompanying notes are an integral part of these financial statements
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WesternOne Equity Income Fund

CONSOLIDATED BALANCE SHEETS

As at

December 31, 2007

As at
December 31, 2006

ASSETS
CURRENT ASSETS
Cash $ 5,514,594 $ 387,397
Cash in trust 2,015,000 -
Short term investments 2,173,062 1,224,942
Accounts receivable 3,112,105 2,417,748
Inventories 1,340,213 708,419
Deposits and prepaid expenses 247,480 285,798
14,402,454 5,024,304
PROPERTY AND EQUIPMENT (Note 4) 19,758,705 13,520,808
DEFERRED FINANCING COSTS (Note 5) - 1,207,906
INTANGIBLE ASSETS (Note 6) 13,510,782 13,451,499
GOODWILL (Note 7) 2,725,261 -
FUTURE INCOME TAXES (Note 10) 1,452,238 -
$ 51,849,440 $ 33,204,517
LIABILITIES AND UNITHOLDERS' EQUITY
CURRENT LIABILITIES
Operating loan (Note 8) $ 1515432 $ 61,596
Accounts payable and accrued liabilities 996,144 550,359
Distributions payable 587,184 389,731
Equipment financing payable - Current (Note 9) 95,770 -
Capital loans (Note 8) 4,338,128 6,427,117
7,532,658 7,428,803
EQUIPMENT FINANCING PAYABLE - NON-CURRENT (Note 9) 10652 -
SERIES A DEBENTURES (Note 11) 8,238,358 8,964,209
15,877,668 16,393,012
UNITHOLDERS' EQUITY 35,971,772 16,811,505
$ 51,849,440 $ 33,204,517
COMMITMENTS (Note 14)
SUBSEQUENT EVENTS (Note 20)
APPROVED ON BEHALF OF THE BOARD OF TRUSTEES
"Darren Latoski" "Douglas Scott"
Trustee Trustee

See accompanying Notes to the Consolidated Financial Statements
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WesternOne Equity Income Fund
CONSOLIDATED STATEMENT OF UNITHOLDERS' EQUITY

For the periods ended December 31, 2006 and 2007

Equity component
of convertible

Fund Units debentures Cumulative Cumulative Units
(note 12) (note 11) earnings distributions Total Outstandig

Balance, June 14, 2006 - - -
Issurance of units to founders on June 23, 2006 320,000 320,000 1,600,000
Issuance of units on initial public offering on August 15,200 16,000,000 16,000,000 4,571,429
Issuance costs of units on initial public offering on Audi&st2006 (1,696,531) (1,696,531)
Issuance of units on over-allotment on August 31, 2006 835,174 835,174 238,621
Issuance costs of units on over-allotment on August 31, 2006 102,965) (102,965)
Fair value of Agents' Option (note 13) 129,111 129,111
Equity component of Series A Debentures 1,116,250 1,116,250
Net income for the period 1,528,372 1,528,372
Distributions declared (1,317,906) (1,317,906)
BALANCE, December 31, 2006 $ 15,484,789% 1,116,250$% 1,528,37% (1,317,906 16,811,505 6,410,050
Adjustment to Fund Units and Cumulative earnings under
CICA Handbook sec 3855 (Note 3 (a) (i) (129,111) 52,525 (76,586)
BALANCE, January 1, 2007 $ 15,355,678% 1,116,250$% 1,580,89% (1,317,906 16,734,919 6,410,050
Issuance of units on June 1, 2007 public offering 18,000,000 18,000,000 4,500,000
Issuance costs of units on June 1, 2007 public offering (1826,5 (1,536,502)
Issuance of units to Old Country Rentals Ltd. on June 1, 2007 ,0@150 450,000 150,000
Issuance of units on over-allotment on June 14, 2007 2,700,000 2,700,000 675,000
Issuance costs of units on over-allotment on June 14, 2007 0,418 (230,475)
Issuance of units upon exercise of agent options on July %, 200 30,187 30,187 8,625
Net income for the period 5,321,914 5,321,914
Distributions declared (5,498,271) (5,498,271)
BALANCE, December 31, 2007 $ 34,768,888% 1,116,250$ 6,902,818 (6,816,177% 35,971,772 11,743,675

See accompanying Notes to the Consolidated Financial Statements
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WesternOne Equity I ncome Fund

CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME

Year ended
December 31, 2007

201-day
period ended
December 31, 2006

REVENUE
Equipment rental $ 13,662,608 $ 4,605,164
Equipment sales 5,698,556 1,143,741
Logistical support 1,364,481 545,286
Parts and service 1,562,274 353,314
Interest and Other Income 245,867 14,931
22,533,786 6,662,436
COST OF SALES
Equipment sold 4,772,182 935,732
Commission 866,658 291,813
Re-rental 451,758 216,399
Other 575,650 96,277
6,666,248 1,540,221
GROSS INCOME 15,867,538 5,122,215
OPERATING EXPENSES
General and administrative 2,518,372 576,034
Freight 1,765,605 633,974
Service 2,309,763 665,844
Sales 985,997 143,535
Interest on Series A Debentures 1,015,230 340,274
Interest on short term debt 29,028 1,187
Interest on long term debt 358,956 154,568
Amortization of property and equipment 1,395,445 401,668
Amortization of intangible assets 1,406,987 596,300
Accretion of Series A Debentures 212,477 80,459
11,997,860 3,593,843
INCOME BEFORE PROVISION FOR INCOME TAXES 3,869,678 1,528,372
FUTURE INCOME TAXES/(RECOVERIES) (1,452,236) -
NET INCOME $ 5321914 % 1,528,372
OTHER COMPREHENSIVE INCOME $ - $ -
Basic weighted average income per unit $ 056 $ 0.30
Diluted weighted average income per unit 0.53 0.25
Basic weighted average number of units outstanding 9,473,711 5,055,335
Diluted weighted average number of units outstanding 11,961,806 7,543,430

See accompanying Notes to the Consolidated Financial Statements
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WesternOne Equity I ncome Fund

CONSOLIDATED STATEMENTS OF CASH FLOWS

Year ended
December 31, 2007

201-day
period ended
December 31, 2006

OPERATING ACTIVITIES

Income 5,321,914 1,528,372
Items not affecting cash -
Amortization of property and equipment 1,395,445 401,668
Amortization of intangible assets 1,406,987 596,300
Interest expense relating to amortization of transaction costs 156,084 -
Accretion of Series A Debentures 212,477 80,459
Future Income Taxes/(Recoveries) (1,452,236) -
Loss on write down of assets - 16,721
Gain on sale of property and equipment (328,544) (74,746)
6,712,127 2,548,774
Changes in non-cash working capital balances -
Accounts receivable 45,533 12,757
Inventories (193,439) 177,802
Deposits and prepaid expenses 62,103 (264,378)
Cash held in trust (2,015,000) -
Accounts payable and accrued liabilities 228,693 (629,822)
4,840,017 1,845,133
INVESTING ACTIVITIES
Purchase of short term investments (948,119) (1,224,942)
Purchase of property and equipment (6,250,390) (1,084,848)
Proceeds from the sale of property and equipment 2,382,130 301,550
Acquisition (Note 15) (8,410,588) (29,181,910)
(13,226,967) (31,190,150)
FINANCING ACTIVITIES
Distributions paid (5,300,818) (928,175)
Unitsissued for cash (net of expenses) 19,413,210 -
Floor plan financing payable - -
Costs to obtain new credit facilities - (123,469)
Loans payable (2,052,081) 6,427,117
Issuance of Fund Units to founders - 320,000
Initital public offering of Fund Units, net of expenses - 14,303,469
Over-alotment of Fund Units, net of expenses - 732,208
Issuance of Series A Debentures - 8,939,668
12,060,311 29,670,818
NET CHANGE IN CASH DURING THE PERIOD 3,673,361 325,801
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD (NET) 325,801 -
CASH AND CASH EQUIVALENTS, END OF PERIOD (NET) 3,999,162 325,801
Cash 5,514,594 387,397
Operating Loan (1,515,432) (61,596)
Cash and cash equivalents, end of period (net) 3,999,162 325,801
Supplemental cash flow information:
Interest received 180,175 14,931
Interest paid 1,218,102 496,030

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

Notes to the Consolidated Financial Statements
For the Year Ended December 31, 2007

1. ORGANIZATION AND NATURE OF OPERATIONS

(&) Organization

WesternOne Equity Income Fund (the “Fund”) is amnoorporated, open-ended, limited purpose
trust created on June 14, 2006 and governed byleéckration of trust governed by the laws of
British Columbia. The Fund is authorized to issneualimited number of units and special voting
units. Each holder of a unit of the Fund (“Unithel) participates pro rata in any distribution bét
Fund.

The Fund was initially established to indirecthygaite the assets of Production Equipment Rentals
Company and such other investments as the trustées Fund (the “Trustees”) may determine.

(b) Nature of operations

The Fund commenced operations on August 15, 2086énvit completed its initial public offering
(the “Offering”) and its indirect subsidiary, WEQdéuction Equipment LP (a limited partnership
established under the laws of Manitoba on June 2086), acquired the assets of Production
Equipment Rentals Company (“PER”) (see note 15R Bfecializes in renting, selling and servicing
quality high reach and material handling equipreerd providing logistical support to its customers
in British Columbia.

On June 1, 2007, the Fund completed a new issueits (see note 12), and its indirect subsidiary
WEQ Old Country Rentals LP (a limited partnerstgpablished under the laws of Manitoba on April
20, 2007) acquired the assets of Old Country Rerittl., an equipment rental company with two
locations on Vancouver Island which specializeseinting, selling and servicing quality high reach,
material handling and other general rental equigm(ere note 15).

Subsequent to the year ended December 31, 2007:

i. the Fund’s indirect subsidiary, WEQ C&N Rentals (&Plimited partnership established
under the laws of Manitoba on August 27, 2007)u&egl the assets of C&N Motors Ltd.,
an equipment rental, sales and services compaatelbon central Vancouver Island (see
note 20 — Subsequent Events).

ii. the Fund's indirect subsidiary, WEQ Deerfoot RentdlP (a limited partnership
established under the laws of Manitoba on Janu&ry2P08), acquired the assets of
Deerfoot Equipment Rental Inc., an equipment rergales and services company with
two locations in Calgary and Lethbridge, Albertaspectively (see note 20 — Subsequent
Events).

2. BASIS OF PRESENTATION

The Fund has consolidated the assets, liabilitres equity of all subsidiaries after the eliminatioh
inter-entity transactions and balances. The codated financial statements include the accounthef
Fund, and its wholly owned subsidiaries, Western@qeity GP Inc. and WesternOne Equity Operating
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WesternOne Equity Income Fund

Notes to the Consolidated Financial Statements
For the Year Ended December 31, 2007

Trust. These two subsidiaries in turn include tleeoants of their own wholly owned subsidiaries,
WesternOne Equity LP, WEQ Production Equipment &®, WEQ Production Equipment LP, WEQ Old
Country Rentals GP Inc., and WEQ Old Country Renit&.

3. SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements and acaoyimga notes (“Financial Statements”) have been
prepared in accordance with Canadian generallypéedeaccounting principles (“GAAP”).

(@) Changes in Accounting Policies

As required by the CICA, on January 1, 2007, thedradopted CICA Handbook Section 1530,
‘Comprehensive Income’; Section 3251, °‘Equity’; Bae 3855, ‘Financial Instruments —
Recognition and Measurement’; Section 3861, ‘Fimgriostruments — Disclosure and Presentation’;
and Section 3865, ‘Hedges’. The adoption of theew standards resulted in changes in the
accounting for financial instruments and hedgeswal as the recognition of certain transition
adjustments that have been recorded in opening lativeiearnings and fund units. As required by
the implementation of these new standards, the aomtipe consolidated financial statements have
not been restated. The principal changes in theuating for financial instruments and hedges due
to the adoption of these accounting standardseseridbed below:

i. Section 3855 - Financial Instruments — Recognitiod Measurement
Section 3861 - Financial Instruments — Disclosuné &resentation

Under these standards, financial assets and fiablabilities are initially recognized at their
fair value and their subsequent measurement isndepé on their classification as described
below. Their classification depends on the purgdosenhich the financial instruments were
acquired or issued, their characteristics, andrined's designation of such instruments. The
standards require that all financial assets ariilii@s be classified either as held-for-trading,
available-for-sale, held-to-maturity, loans and eregbles, or other liabilities. Financial
instruments held for trading are measured at falmes with gains and losses recognized in net
income. Available-for-sale financial instrument® aneasured at fair value, with unrealized
gains and losses recognized in comprehensive incéimancial instruments classified as
held-to-maturity, loans and receivables, and olilaéilities are measured at amortized costs.

The following is a summary of the accounting mathel Fund has elected to apply to each of
its significant categories of financial instrumentgstanding as of January 1, 2007:

Cash .o Held-for-trading
Cash held in trust ... Held-for-trading
Short term investments .................................... Held-fordiag
Accounts receivable ... Loans and reables
Operatingloan ..............cccocceeveiiieiiiei e eeen... Other liabilige
Accounts payable and accrued liabilities .............1 the@ liabilities
Distributions payable ..............cccoiii i Other liabikis
Capital 10ans ... .o Other liabilities
Series Adebentures ..o Other lialpdg
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WesternOne Equity Income Fund

Notes to the Consolidated Financial Statements
For the Year Ended December 31, 2007

Transaction costs that were previously disclosedefexred financing costs on the consolidated
financial statements and are directly attributabléhe acquisition or issue of a financial asset
or financial liability, are netted against the famlue of the financial instrument on initial
recognition, with the exception of transaction sostlated to financial instruments that are
classified as held for trading. These transactmstscare then amortized over the expected life
of the financial instrument using the effectiveeirgst method (“EIM”). Transaction costs
related to held for trading financial instruments axpensed as incurred.

Under the EIM, interest income and expense is taled and recorded using an effective
interest rate, which is the rate that exactly dists estimated future cash payments or receipts
over the expected life of the financial instrumentwhen appropriate, a shorter period, to the
initial net carrying amount of the financial assetliability so as to produce a constant rate of
interest over that term.

As a result of adopting these standards the Fucatded the following transition adjustments
to opening balances at January 1, 2007:

Cumulative earnings increased by $52,525;
Proceeds from issuing fund units decreased by $129,
Series A debentures decreased by $1,053,557;
Loans payable decreased by $60,233;

Property and equipment increased by $17,529; and
Deferred financing costs decreased by $1,207,906.

If the accounting policy had not been implemeniadihe consolidated statement of income
and comprehensive income for the year ended Decedih@007:

e Accretion of Series A Debentures would be incredse$il0,773;

¢ Interest expense would be decreased by $156,084;

e Amortization of intangible assets and transactiasts would be increased by
$279,797; and

¢ Amortization of property and equipment would berdased by $3,790.

Section 1530 - Comprehensive Income

This standard requires a new component of unitmslaguity, comprehensive income, to be
included in the Fund’s consolidated financial stagats. In addition, the standard requires a
statement of comprehensive income. The major coetmsrof the statement of comprehensive
income may include items such as unrealized gawdsl@sses on financial assets classified as
available-for-sale, deferred gains and lossesrayifiom the settlement of historic cash flow
hedging transactions and changes in the fair vafuthe effective position of cash flow
hedging instruments.

As there are currently no differences between nebrne and comprehensive income, or
unitholders’ equity and accumulated other comprstvenincome, no statement has been
included with these consolidated financial stateisien
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WesternOne Equity Income Fund

Notes to the Consolidated Financial Statements
For the Year Ended December 31, 2007

iii. Section 3865 — Hedges

This standard describes when hedge accountingpi®ppate. Hedge accounting ensures that
all gains, losses, revenues and expenses frometivative and the item it hedges are recorded
in the statements of income and comprehensive irdanthe same period. The Fund does not
have transactions that relate to hedging and hngsection is not applicable.

iv. Section 3251 — Equity

This standard establishes standards for the piesamf equity and changes in equity during
the reporting period.

(b) Measurement uncertainty

The preparation of financial statements in confeymiith GAAP requires management to make
estimates and assumptions that affect the reparteslints of assets and liabilities and disclosure of
contingent assets and liabilities at the date effthancial statements and the reported amounts of
revenues and expenses during the reporting peraodas requiring significant management
estimates include the valuation, impairment andulidée of intangible assets and property and
equipment, and future income taxes. These estinsateseviewed periodically (at least annually)
and, as adjustments become necessary, they ardegkpo earnings in the period in which they
become known.

Other areas requiring the use of management estsnatlude the allocation of accounts receivable
for the calculation of the period end accruals, #mel valuation of accounts receivable and service
parts inventory.

Changes to the underling assumptions and estinoatisgislative changes in the near term could
have a material impact on any provision recognized.

(c) 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 revenue, comprised of the sale of partsegugment servicing, is recognized when the parts
are delivered, the related services have been retdaend collectability is reasonably assured.

Revenue from equipment held for resale is recogh&ethe time at which the contract is signed by
the purchaser, all significant risks and rewardevafiership have been transferred to the purchaser,
and collectability is reasonably assured.
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WesternOne Equity Income Fund

Notes to the Consolidated Financial Statements
For the Year Ended December 31, 2007

(d)

(€)

Cash and cash equivalents

Cash and cash equivalents consist of cash on hadhdank balances, plus short term investments
with stated maturity dates of less than 90 days tlee operating loan. Short term investmentsis th
category are valued at market value at the periadd e

Cash held in trust
Cash held in trust consists of cash paid into amosaccount, pursuant to the completion of the

acquisition of the assets of C&N Motors Ltd. suhseg to December 31, 2007. (see note 20 -
Subsequent Events)

() Short term investments
Short term investments consist of guaranteed imest certificates (“GICs”) with stated maturity
dates of between 90 days and one year at the peniddThese amounts may be converted to cash at
any time prior to maturity. However, if they arenwerted within 30 days of their initiation, any
accrued interest will be forfeited.

(9) Inventories
New and used equipment inventories are recordégeabwer of cost and net realizable value, with
cost determined on a specific item basis. New ased uequipment 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 *first-in, first-out” basis. Paiitsventory write-downs are included in service
expense.

(h) Property and equipment

Property and equipment is recorded at cost. Thel lenmortizes its property and equipment over their
estimated useful lives on a straight-line basifobows:

Rental fleet* ...... ..o 10 yeESS
Tractors and trailers ...... ... 7 s
Furniture, fixtures and equipment ..................ceeveve e een D yeArS
Computer equipment and software .............ccooiiiiii i i e 5 years
Leasehold improvements ..... lesser of 5 yeargtla@dhitial term of the lease

*net of 25% salvage value.
Amortization commences in the month in which thiatesl assets are acquired, and therefore there is
no reduction in the rate for the year of acquisitio

Management reviews these assets for impairmenbdieally (at least annually) or whenever
changes in circumstances indicate that the carrgmmgunt of an asset may not be recoverable from
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WesternOne Equity Income Fund

Notes to the Consolidated Financial Statements
For the Year Ended December 31, 2007

(i)

()

(k)

expected undiscounted future cash flows from tlegpected use and eventual disposition. If such
assets are considered to be impaired, the impatrtodre recognized is measured as the amount by
which the carrying amount of the assets exceeds #stimated fair value. Any impairment is
included in income for the period in which the inrpzent is recognized.

Intangible assets
Identifiable intangible assets are recorded at, dess any provision for permanent impairment. The

Fund does not amortize its assets with indeternteniales. The Fund amortizes its intangible assets
with determinable lives over their estimated usbfids on a straight-line basis:

Customer relationships ..........ccoocoeveiiiiiiiiiiic i e eenn. 10 yea@rs
Non-competition agreements ......coc.oeviiiieiie i e e, 1 -3 years
Brand name ...........coiiiiii i e N
SUPPlIEr AgIrEEMENTS c e et e e e e e nil

Management reviews these assets for impairmenbgieailly (at least annually) for changes in
circumstances that indicate that the carrying arhafnan asset may not be recoverable from
expected undiscounted future cash flows from tlegpected use and eventual disposition. If such
assets are considered impaired, the impairmeng t@dognized is measured as the amount by which
the carrying amount of the assets exceed theimagtd fair value. Fair value is estimated using
discounted cash flows. Any impairment is includedricome for the period in which the impairment
is recognized.

Goodwill

Goodwill represents the excess of the cost of ajuieed enterprise over the net of the amounts
assigned to assets acquired and liabilities assuessdany subsequent writedowns for impairment.
Goodwill is not amortized and is reviewed for inpaént at least annually or whenever events or
changes in circumstances indicate that the carrgimgunt may be impaired. Goodwill impairment
is assessed based on a comparison of the fair whlaereporting unit to the underlying carrying
value of the reporting unit’s net assets, includgogdwill. If goodwill is considered to be impaired
the impairment to be recognized is measured asatheunt by which the carrying amount of the
goodwill exceeds its estimated fair value.

Foreign currency translation

Assets bought and sold during the period and tcioses relating to income in foreign currencies

are translated into Canadian dollars at the ratefiect at the time of the related transaction.

Monetary assets and liabilities in foreign currescat the close of the period are translated into
Canadian dollars at the rate prevailing at theqoeend.

Foreign exchange gains or losses arise from reugrdhe difference between foreign currency

balances translated at rates prevailing at pematand balances translated at rates prevailing on
transaction dates. Foreign currency gains and dosee included in the results of operations in the
period in which they occur.
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WesternOne Equity Income Fund

Notes to the Consolidated Financial Statements
For the Year Ended December 31, 2007

()

Income taxes and future income taxes

As the Fund will allocate all of its taxable incorard taxable capital gains to the Unitholders, the
Fund itself will not be subject to income taxes.

In June 2007, the Government of Canada substgnéatcted new legislation to tax distributions of
publicly traded income trusts, commencing in 20A%. a result, the Fund is now required to
recognize the future income tax assets and lisdsliéxpected to arise when the tax on distributions
becomes applicable.

Future income tax assets and liabilities are datesdhbased on the temporary differences between
the tax basis of the Fund’s assets and liabildaied the amounts reported in the financial statespent
to the extent that such temporary differences apeaed to reverse on or after January 1, 2011.
Future tax assets or liabilities are calculatechgisihe tax rates for the periods in which the
differences are expected to be settled. Curreh#dyehacted or substantively enacted tax rate 5/29.
for 2011 and 28.5% thereafter. Future tax assetsemognized to the extent that they are considered
more likely than not to be realized.

(m) Income per unit

(n)

Basic income per unit of the Fund is calculatedliwding income by the weighted average number
of units outstanding during the reporting periodlui@d income per Unit is calculated by dividing
income by the sum of the weighted average numbanité outstanding used in the basic income per
Unit calculation and the number of units that woblkel issued assuming a dilutive effect of the
conversion of the Series A Debentures (note 11)jaarte exercise of the Agents’ Option (note 13).
The impact of the conversion feature is calculatsihg the if-converted method, and the impact of
the Agents’ Option is calculated using the treastiogk method.

Long-term incentive plan

Under the terms of a long-term incentive plan (“BT), 15% to 20% of distributable cash in excess
of an established threshold may be set aside, dubj@pproval of the Compensation Committee, to
purchase units of the Fund, as required, in theketdor certain employees. The cost is accrued in
the period when distributable cash exceeds theslioids established by the LTIP and amortized to
general and administrative expenses in the veginipd of the applicable employee award.

For the year ended December 31, 2007, the Compensadmmittee approved $Nif LTIP (2006 -
$100,000).

(o) Cash flows statements disclosure

Amendments to CICA Handbook Section 1540, Cash &IBtatements, require entities to disclose
total cash distributions on financial instrumensssified as equity in accordance with a contrdctua
agreement and the extent to which total cash Higidns are non-discretionary. This disclosure
requirement is effective for interim and annuakbficial statements for fiscal periods ending on or
after March 31, 2007. The determination to dectare make payable distributions from the Fund are
at the discretion of the Board of Trustees of thad-and, until declared payable by the Board of

Page 14



WesternOne Equity Income Fund

Notes to the Consolidated Financial Statements
For the Year Ended December 31, 2007

(P)

(@)

Trustees of the Fund, the Fund has no contracteqlimrement to pay cash distributions to
Unitholders. For the year ended December 31, 2@3/50 million in cash distributions were
declared payable by the Board of Trustees of thadFuand were subsequently paid to the
Unitholders. (2006 - $1.32 million)

Fair value of financial instruments

The fair value of a financial instrument on initi@cognition is the value of the consideration give

or received. Subsequent to initial recognitionafinial instruments measured at fair value that are
qguoted in active markets are based on bid pricedifancial assets and offer prices for financial
liabilities. Financial instruments designated alsltier-trading are initially recorded at fair valaad
subsequently measured at fair value. Financiatunstnts designated as loans and receivables and
other liabilities are initially recorded fair valugshich approximates the original book value, and
subsequently measured at amortized costs.

Future accounting changes

There are three new accounting standards thatffeatiee for the Fund’'s 2008 fiscal year — CICA
Handbook Section 3031, ‘Inventories’; Section 388ZAnancial Instruments — Disclosure’; and
Section 3863, ‘Financial Instruments — Presentation

Section 3031 replaces the existing Section 303fvettories’. The new section provides more
extensive guidance to facilitate CICA’'s move towaildternational Financial Reporting Standards
(“IFRS”), and to reduce the number of alternatifeethe measurement of inventories.

Sections 3862 and 3863 replace the existing Se@8&1, ‘Financial Instruments — Disclosure and
Presentation’. These new sections revise and eehdisclosure requirements, and carry forward
unchanged existing presentation requirements. Tihese sections require disclosures about the
nature and extent of risks arising from financratruments and how the entity manages those risks.

These new sections will be effective for the Furfog quarter of 2008. The Fund expects the impact
from these accounting changes to be immaterial.
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4. PROPERTY AND EQUIPMENT

December 31, 2007
Accumulated Net Book

Cost Amortization Value
Rental fleet $ 20,657,958 $ 1,589,737 $ 19,068,221
Tractors and trailers 497,457 53,248 444,209
Furniture, fixtures and equipment 79,403 13,767 686,
Computer equipment and software 120,759 15,419 3205,
Leasehold improvements 97,071 21,772 75,299

$ 21,452,648 $ 1,693,943% 19,758,705

December 31, 2006
Accumulated Net Book

Cost Amortization Value
Rental fleet $ 13,667,235 $ 383,061 $ 13,284,174
Tractors and trailers 119,535 6,530 113,005
Furniture, fixtures and equipment 30,681 2,311 78,3
Computer equipment and software 32,894 1,159 31,735
Leasehold improvements 68,301 4,777 63,524

$ 13,918,646 $ 397,838 $ 13,520,808

5. DEFERRED FINANCING COSTS

December 31, 2007
Accumulated Net Book

Cost Amortization Value
Costs for issuance of Series A Debentures $ - % - 8 -
Fair value of Agents’ Option - - -
Costs to obtain new credit facilities - - -
$ - $ - $ -

December 31, 2006
Accumulated Net Book

Cost Amortization Value
Costs for issuance of Series A Debentures $ 01362 $ 79,525 % 980,807
Fair value of Agents’ Option 129,111 16,139 112,972
Costs to obtain new credit facilities 123,469 9,342 114,127

$ 1,312,912 $ 105,006 $ 1,207,906

Effective January 1, 2007 the Fund adopted theusxtowy policy changes described in Note 3(a)(i)vabo
and reclassified all the costs that were previotestprded as Deferred financing costs.
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6. INTANGIBLE ASSETS

December 31, 2007
Accumulated Net Book

Cost Amortization Value
Customer relationships $ 13,994,697 $ 1,847,7% 12,146,971
Brand name 999,348 n/a 999,348
Non-competition agreements 118,595 50,555 68,040
Supplier agreements 296,423 n/a 296,423

$ 15,409,063 $ 1,898,281 $ 13,510,782

December 31, 2006
Accumulated Net Book

Cost Amortization Value
Customer relationships $ 12,961,793 $ M.,2$ 12,470,499
Brand name 713,000 n/a 713,000
Non-competition agreements - - -
Supplier agreements 268,000 n/a 268,000

$ 13,942,793 $ 491,294 $ 13,451,499

7. GOODWILL

December 31, 2007 December 31, 2006
Net Book Net Book
Cost Write down Value Cost Write down Value
$ 2,725,261 nil $ 2,725,261 n/a n/a n/a

8. OPERATING LOAN AND CAPITAL LOANS

Approved December 31, 2007 December 31, 2006
Operating loan $ 2,000,000 $ 1,515,432 $61,596
Capital loans:
Non-revolving 3,500,000 2,937,554 * 3,456,790
Revolving 4,000,000 1,400,574 2,970,327
7,500,000 4,338,128 6,427,117
$ 9,500,000 $ 5,853,560 $ 6,488,713

* Inclusive of banker's acceptance of $2,635,00@umag on July 14, 2008.
A single Canadian chartered bank (the “Bank”) haslenthe above operating loan and capital loans
available to WEQ Production Equipment LP, whichnidirectly owned by the Fund. A member of the
Fund’s board of trustees has been appointed sgutimantor of the loans.

The Bank has provided the operating loan, payabte Wlemand, on an interest only basis. The operatin
loan is at the Bank’s prime rate plus 1.00% peruamrand, in addition to covenant requirements, is
secured by 50% of inventory up to a limit of $0Mm8lion and 75% of acceptable accounts receivable,
minus priority claims. The covenant requirementdude a minimum level of tangible net worth of $3.2
million, a minimum debt service coverage ratio &5Lto 1.0, a minimum current ratio of 1.2 to 1a0,
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maximum debt to tangible net worth of 3.0 to 1.8d @ restriction on distributions to Unitholdersth
would cause any breach of the covenants withouptie written consent of the Bank. As at December
31, 2007 the Fund was in compliance with all baokeoantsThe operating loan has no stated maturity
date.

The capital loans are repayable on demand, andssirdad until demanded are paid in monthly
installments, with interest at the Bank’s primeerg@ius 0.65% per annum or 1.60% above banker’s
acceptance rates, secured by a general securggragnt. The capital loans, unless repaid on dermand
the Bank, shall be repaid in full by August 31, 20The costs of obtaining the loans are being dreatt
over the terms of the loans, resulting in an effecinterest rate of 7.06%. (2006 — 6.71%) The iegd
requirements include definitions of the eligibility assets subject to financing, and covenantsifyjrey

a minimum level of tangible net worth of $3.25 naifl, a minimum debt service coverage ratio of @5
1.0, a minimum current ratio of 1.2 to 1.0, a maximdebt to tangible net worth of 3.0 to 1.0, and a
restriction on distributions to Unitholders thatwla cause any breach of the covenants without thoe p
written consent of the Bank. As at December 31072¢he Fund was in compliance with all bank
covenants. The capital loans have a stated matlatg/of August 31, 2011. Excluding the effect fribra
accounting treatment adopted by the Fund desciibéibte 3 (a)(i) above, the actual capital loarabak
outstanding as at December 31, 2007 was $4,381,250.

A general security agreement providing a charge alleassets has been provided as collateral to the
Bank.

Assuming that the contractual requirements of th@tal loans are met, and the demand feature is not
exercised by the Bank, the minimum repayments reduexcluding interest) are as follows:

2008 .. $ 722,976
2000 o 722,976
2000 L e e 2,212,322

9. EQUIPMENT FINANCING PAYABLE

The Fund, through its wholly-owned indirect subsigi WEQ Old Country Rentals LP, assumed seven
capital leases relating to rental equipment andatppey assets, for a total of $202,422 of equipment
financing payable. The equipment financing payapieunts require monthly payments ranging from
$474 to $2,267 (exclusive of taxes, insurance amdharges), at interest rates ranging from 0% 9643.
per annum, and have maturity dates ranging to @ctbf, 2011. The current and non-current portidns o
the total gross payments are as follows:

2008 .. $ 95,772
20009 .o 67,284
2000 e 35,576
200 e 5,350
Total gross payment $ 203,982
Less: Imputed interest (1,560)
202,422
Less: Current portion (95,770)
Non-current portion $ 106,652
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A security agreement providing a charge over thépgent specifically relating to the financing abov
has been provided as collateral to the financimgpzamy.

As at December 31, 2007, the net book value of rérgal equipment and operating assets under
equipment financing was $277,306.

10. FUTURE INCOME TAXES

A reconciliation of income taxes at Canadian stajutates with reported income taxes is as follows:

For the year ended For the year ended
December 31, 2007 December 31, 2006

Earnings before income taxes $ 3,869,678 $528,372
Combined Canadian federal and provincial tax rates 34.12% 34.12%
Income tax expense at statutory rates $ 13203 % 521,481
Increase/(Decrease) resulting from:
Non-deductible expenses 14,571 -
Payment of tax deductible distributions (1,3850 (521,481)
Effect of enacted future rates on temporary (1,452,238) -
differences
Income tax expense/(recoveries) $ (1,452,238) $ -

The temporary differences comprising the futureime tax asset/(liability) are estimated as follows:
December 31, 2007 December 31, 2006

Future income tax asset/(liability):

Issue Costs $ 423,249 $ -
Intangible Assets 895,849 -
Property, Plant and Equipment 147,817 -
Others (14,677) -

$ 1,452,238 $ -

11. SERIES A DEBENTURES

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

At maturity the Fund shall repay the outstandinigg@pal amount of the Series A Debentures, along wi
any accrued or unpaid interest, or at the Fund ggtion upon providing not less than 30 daysiageot
and not more than 60 days’ notice, the Series Aebrlyes shall be converted into such number ofunit
as is determined by dividing the principal amoun®eries A Debentures plus accrued and unpaiddster
by the value of units obtained by calculating 95%he weighted average trading price of the unitsrdy

the prior 20 consecutive days that the units tradedhe TSX Venture Exchange or Toronto Stock
Exchange (collectively the “Exchange”).

The holders of Series A Debentures are permittedotovert all or any part of the principal of, and
accrued interest on, the Series A Debentures hettdm into units at the conversion price of $4p20
Unit at any time prior to the maturity of the Serie Debentures except in respect of the 15 daysdein
interest payment date or the maturity date, sulbgeanti-dilution provisions which provide for adjment
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to the conversion price in certain circumstances;luding a subdivision, redivision, reduction,

combination or consolidation of units. In ordercmnvert the Series A Debentures, a holder of Seies

Debentures must present the Series A DebenturéSotoputershare Trust Company of Canada in
accordance with the terms of the Series A Debesture

The Fund may not redeem the Series A Debenturasyetime before August 16, 2008. At any time after
August 15, 2008, providing not less than 30 daygice and not more than 60 days’ notice, the Fuagt m
redeem the Series A Debentures at a price equbktprincipal amount thereof plus accrued and uhpai
interest up to but excluding the date of redemptmovided that the Current Market Price (defined a
“the weighted average trading price of the unitstibe Exchange for the 20 consecutive trading days
ending on the fifth trading day preceding such dat¢he units of the day preceding the date”) dmciv
notice of redemption is given is at least 125%hef tonversion price.

As required by Canadian GAAP, the Fund separatedi#iility and equity component of the Series A
Debentures. The Fund determined the fair valudefiability component of the Series A Debenturgs b
calculating the present value of the associatet #iawss, using a discount rate that reflects thads
underlying rate of borrowing. The Fund determinked fair value of the conversion feature at thedssu
date of the Series A debentures using the Blaclol8stpricing model, using the assumptions disclased
note 13, except that the expected life is five gedihe resulting pro-rata fair values of the liepil
component of the Series A Debentures and the csioverfeature of the Series A Debentures, were
$8,883,750 and $1,116,250 respectively. The lightbmponent will be accreted to $10,000,000 okier t
term of the Series A Debentures through the rengrdf an accretion expense using the effectivedste
method, until such date when the underlying Seki€ebentures are converted into units.

Cash financing costs in the amount of $1,060,332ewacurred in the issuance of the Series A

Debentures. The financing costs were netted agahestSeries A Debentures and amortized using
effective interest method. The effective interestierfor the year ended December 31, 2007 was 12.6%
(2006 — 12.6%)

The following summarizes the face and carrying ®adtithe liability and equity component of the $eri
A Debentures at December 31, 2006 and Decemb&(0BU;

Liability Equity
Component Component
Face Value Carrying Value Carrying Value
Issuance of Series A Debentures $ 10,000,000 883850 $ 1,116,250
Accretion expense, period ended Dec 31, 2006 80,45
Balance as at December 31, 2006 $ 10,000,000 964209 $ 1,116,250
Transaction costs relating to the debentures 01332)
Adjustment to January 1, 2007 balance due to
implementation of CICA Handbook Section 3855 6,775
Amortization expense relating to transaction costs 115,229
Accretion expense, for the year ended December
31, 2007 212,477
Balance as at December 31, 2007 $ 10,000,000 238858 $ 1,116,250

The Series A Debentures rank senior to the unasi jpassu in all respects with any other Series A
Debentures issued from time to time, and are suhatrel to senior security and permitted encumbrances
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12. FUND UNITS

An unlimited number of units may be created andadspursuant to the Declaration of Trust. Each Unit
is transferable and represents an equal undivideéfizial interest in any distributions from theniél
whether of income, net realized capital gains (otttean net realized capital gains distributed to
redeeming Unitholders) or other amounts and inntsteassets of the Fund in the event of termination
winding up of the Fund. All units are of the sanhess with equal rights and privileges. The units aot
subject to future calls or assessments, and enhideUnitholders thereof to one vote at all meetiong
voting Unitholders.

The units are redeemable at any time on demandhdyholders thereof, subject to certain terms and
conditions. The total amount payable by the Funckespect of those units and all other units terdiére
redemption in the same calendar month shall naezk&50,000, provided that the Trustees of the Fund
may, in their sole discretion, waive this limitatian respect of all units tendered for redemptiorany
calendar month

(&) Founders Units and August 15, 2006 Initial Publitfe@ing

Following the creation of the Fund, 1,600,000 umitse issued to the founders of the Fund on June
23, 2006 at $0.20 per Unit, for cash proceeds aDER0.

As part of the Offering, the Fund issued 4,571,42&s at $3.50 per Unit for net proceeds of
$14,303,469, after deducting related expenses,60$61531.

The Fund granted the agents of the Offering (thgel#s”) the option to purchase additional units,
exercisable for a period of 30 days from Closirtge (tOver-Allotment”). Prior to the expiry of the
Over-Allotment, the Agents purchased 238,621 aalditi units on August 31, 2006, for net proceeds
of $732,209, after deducting related expenses @2 ®b5.

During the period from the creation of the FundJome 14, 2006 to December 31, 2006, a total of
6,410,050 units were issued for $17,155,174, exctudffering costs and Agents’ Option (see note
13).

(b) June 1, 2007 New Issue

On May 25, 2007, the Fund filed a short form presge and on June 1, 2007, the Fund closed a
new issue of units under this short-form prospectusereby the Fund issued 4,500,000 units at
$4.00 per Unit for net proceeds of $16,463,49&rafeducting related expenses of $1,536,502.

In addition, the Fund granted the agents of this iesue the option to purchase additional units,
exercisable for a period of 30 days from closinge (tNew Issue Over-Allotment”). Prior to the

expiry of the New Issue Over-Allotment, the agenftshe new issue purchased 675,000 additional
units on June 14, 2007, for net proceeds of $25880 after deducting related expenses of $230,475.

(c) June 1, 2007 Private Issue

On June 1, 2007, pursuant to the acquisition ofagsets of Old Country Rentals Ltd. (see note 15),
the Fund issued 150,000 units at $3.00 per Unibhé&rproceeds of $450,000.
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(d) July 4, 2007 New Issue Pursuant to Exercise of Ag€@ptions

On July 4, 2007, pursuant to the Agents’ Options¢dided in note 13), the Agents performed a
partial exercise of their Agents’ Option, wherebhgZb units were issued at $3.50 per trust unit, for
total net proceeds of $30,187.

During the period from the creation of the FundJome 14, 2006 to December 31, 2007, a total of

11,743,675 units were issued for $38,335,361 exufudffering costs and Agents’ Option (see note
13).

13. AGENTS’ OPTION

At closing of the initial public offering, the Agenwere granted an option to purchase, for addition
consideration, that number of units and principabant of Series A Debentures equal to 5% of thésuni
and principal amount of Series A Debentures issueter the Offering at a price equal to the pricdain
the Offering ($3.50 per Unit and $100.00 per SefieBebenture) (the “Agents’ Option”). The Agents’
Option will expire on August 14, 2009.

As required by Canadian GAAP, the Fund determire fair value of the Agents’ Option using the
Black-Scholes pricing model. Prior to the changeadcounting policy adopted by the Fund as destribe
in Note 3(a)(i) above, the fair value of the optitm purchase Series A Debentures was included in
deferred financing costs. Effective January 1, 208@ fair value of the option was charged to opgni
Fund Units. The fair value of the option to purchasits of $510,695 was not recorded as it woulkha

had no impact on assets, liabilities, unitholdeguity or income. The following assumptions weredus
to estimate the fair value:

Risk free interest rate of 4.3%
Expected life of 3 years
Expected volatility of 100%
Expected distribution of $0.49.

14. COMMITMENTS

(@) Minimum operating lease commitments

WEQ Production Equipment LP

The Fund has entered into 18 operating lease agrésrfor vehicles and trailers. The leases require
monthly payments ranging from $510 to $2,657 (esiuk of taxes, insurance and surcharges) and
have maturity dates ranging to July 27, 2012. Theimum operating lease commitments are as

follows:
2008 e $ 284,339
2000 e 214,225
200 L 98,034
2002 e 35,765
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WEQ Old Country Rentals LP

The Fund does not currently have any operatingelegseements under WEQ Old Country Rentals
LP.

(b) Minimum rental commitments

WEQ Production Equipment LP

The current lease agreement was renegotiated oaniNmr 30, 2006 and covers the five year period
commencing December 1, 2006 and ending NovembeP@D]. The lease requires annual rental
payments of $168,000, payable in monthly instalmeof $14,000. The minimum rental
commitments are as follows:

2008 .. $ 168,000
2000 o 168,000
200 154,000

WEQ Old Country Rentals LP

The current lease agreement covers the two opgrktoations of the business, and is for the tem yea
period commencing June 1, 2007 and ending May 807 2with two five year renewal options. The

lease requires annual rental payments of $188@@&ble in monthly instalments of $15,667, with a
2% increase per annum in each year following thgt fyear of the lease. The minimum rental

commitments are as follows:

2008 e $ 190,202
2000 e 197,886
200 e s 201,843
2012 and after.......cccoiiiiiii e, 1,165,029

The Fund periodically rents temporary space onsarequired basis.

15. ACQUISITION

On August 15, 2006 the Fund used the net procdeihe ®ffering, together with funds from new credit
facilities, to acquire a 100% indirect interest#EQ Production Equipment LP for $29,181,910.

The purchase price was paid in cash, and the &ilbocaef the purchase price to the estimated falueaf
the net assets acquired is as follows:

Allocation of purchase price:

Accounts receivable, net $ 2,430,505
Inventories 886,221
Prepaids 21,420
Accounts payable (354,962)
Due to Vendors (825,219)
Property and equipment 13,081,152
Intangible assets (note 6) 13,942,793

$ 29,181,910
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On January 29, 2007, the Fund announced that isiggebd a letter of intent to purchase the asdeia o
equipment rental company with two locations on \Garnver Island.

On May 2, 2007 the Fund filed a Material ChangedRepith its regulatory authorities relating to the
proposed acquisition.

On June 1, 2007, pursuant to an acquisition agneedaed April 25, 2007, WEQ Old Country Rentals
LP, a limited partnership established under theslafvManitoba on April 20, 2007, and an indirect
subsidiary of the Fund, purchased the assets ofQ@lechtry Rentals Ltd. from the shareholders of Old
Country Rentals Ltd. (the “Shareholders”).

The purchase price was paid in cash and units tfam@llocation of the purchase price to the estahat
fair value of the net assets acquired is as follows

Allocation of purchase price:

Accounts receivable, net $ 739,890
Inventories 438,355
Prepaids 23,786
Accounts payable (217,091)
Property and equipment 3,234,117
Intangible assets 1,466,270
Goodwill 2,725,261

$ 8,410,588
Cash position at acquisition 1,200

$ 8,411,788

Note - For the purposes of the Consolidated Statesnef Cash Flows, the investment has been
recorded as the net of the consideration of $878Blless the cash position at acquisition of $1,200

Consideration:

Cash $ 7,795,240

Issuance of units (150,000 units @ $3.00AUnit 450,000

Assumption of equipment financing payable 6,588
$ 8,411,788

16. FINANCIAL INSTRUMENTS

The fund, through its financial assets and lialb#itis exposed various risks. The following analysi
provides a measurement of risks as at balance dhggtDecember 31, 2007.

(@) Comparison of fair value to carrying value

Financial instruments consist of cash, cash inttrsisort term investments, accounts receivable,
operating loan, accounts payable and accrued itiabijl distributions payable, capital loans and
Series A Debentures. The carrying value of thetahfwans is considered to approximate their fair
market values as the interest rates flow with theng rate.The carrying value of the financial
instruments, except for the capital loans and SefNeDebentures, are considered to approximate
their fair values due to their short term naturkee Tair value of Series A Debenture, as at December
31, 2007, was $10,275,000 (2006 - $9,500,000).
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(b) Interest rate risk

©

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

The Fund’s operating loan and capital loans paybadéde interest at variable rates. The Fund has the
option to enter into fixed rate interest arrangetsen order to reduce its exposure to interest rate
risk.

The Fund’s Series A Debentures bear a fixed intesde of 9% throughout the five-year term and
thus are not exposed to any interest rate risk.

Foreign exchange risk

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

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

As at December 31, 2007, the Fund’s consolidatdenba sheet included $33,358 of accounts
payable (2006 - $38,013) and $15,034 of operatirzgn 1(2006 — $Nil) which were U.S. currency
denominated. The Fund believes the amounts are tenmkafor the Fund to be exposed to any
substantial foreign exchange risks.

The Fund does not use hold or issue financial unsénts for trading or speculative purposes. At
December 31, 2007 there were no foreign exchangass outstanding.

(d) Credit risk

Credit risk is the risk of financial loss to therfeuif a customer or counterparty to a financial
instrument fails to meet its contractual obligation

The Fund is exposed to credit risk with respedtst@ccounts receivable, particularly from custosner
in the construction industry due to its concentratdf business in that sector. The Fund mitigdtes t
risk by means of a wide customer base in the cocistn as well as other sectors, in which there was
no single account receivable balance in exces®%f df the Fund’s consolidated accounts receivable
balance as at December 31, 2007. In general, thd Futigates the risk by following a program of
credit evaluations of customers and limits the amadfi credit extended when deemed necessary. The
Fund maintains provisions for potential credit &sssand historical losses have been within
management’s expectations.

The Fund is exposed to credit risk with respedtsghort-term investments. The Fund mitigates the
risk by only investing in money market securiti€slGs and bankers’ acceptances) with major
financial institutions.

(e) Liquidity risk

Liquidity risk is the risk that the Fund will noelable to meet its obligations as they fall due.
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The Fund believes that the liquidity risk is mitige given its current cash reserve, together with
future operating cash flow from existing operations

17. RISK MANAGEMENT

As part of the Fund’'s risk management practices, risks that are significant to the business are
identified, monitored and controlled. The most ffigant risks include credit risk, foreign exchanmgk
and interest rate risk. The nature of these risic low they are managed is described in detaihén t
MD&A.

18. SEGMENTED INFORMATION

Through its indirect ownership of WEQ Productionuiment LP and WEQ Old Country Rentals LP, the
Fund currently operates in one industry segmert:rémting, selling and servicing of quality equiprne
and the provision of logistical support to its amsers in British Columbia.

19. RELATED PARTY TRANSACTIONS

The Fund purchased equipment from a company intwhiboard member has a controlling interest, for
$120,259 during the year ended December 31, 200&seltransactions arose during the normal course of
business and have been recorded at exchange aagreed upon by the two parties.

20. SUBSEQUENT EVENTS
(a) Business acquisition

On January 1, 2008, the Fund announced that it doaapleted the purchase of the assets and
business of C&N Motors Ltd. (“C&N”) for $2,015,00@yith an additional provision of up to
$300,000 based on future earnings of C&N. C&N mated in Comox in central Vancouver Island,
British Columbia and has been a major equipmenafgnsales and repair business in that region for
over 25 years.

Subsequent to December 31, 2007, the Fund complleegurchase of the assets and business of
Deerfoot Equipment Rental Inc. for $13,000,000, chhconsisted of a combination of cash, debt
financing, and the issuance of 125,000 exchangeatts convertible to public units of the Fund on

a one-for-one basis. Deerfoot is located in CalgAHyerta and is a major provider of rented heaters
generators, and compact construction equipmenbtoebuilders and commercial builders in that
region.

(b) Credit facility agreement

On January 10, 2008, the Fund entered into a cfadility agreement with the same Canadian
chartered bank in Note 8 above. Subject to conditiorecedent to the bank’s obligation to make the
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credit facilities available to the Fund and the éfsncompliance with certain covenants and

conditions, the credit facility agreement providég following credit facilities in addition to the
existing facilities summarized in Note 8 above:

e A $14,000,000 demand non-revolving loan (“AcqusitiLoan”) to assist in financing future
acquisitions. The loan bears an annual interefteabank’s prime rate plus 0.65% or 1.70%

over bankers’ acceptance rate. Unless repaid omderoy the bank, the facility is to be fully
repaid by February 28, 2013; and

e A $2,000,000 increase from the existing demandlvevy capital loan, from $4,000,000 to
$6,000,000. Interest rate and repayment terms remmathanged at the bank’s prime rate
plus 0.65% or 1.60% over bankers’ acceptance aaie fully repaid by August 31, 2011.

(c) Agents’ Option

Pursuant to the Agents’ Option (described in n@g &n January 16, 2008, the Agents performed a

partial exercise of their Agents’ Option, whereb§@ trust units were issued at $3.50 per trugt uni
for total net proceeds of $8,750.
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