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WESTERNONE EQUITY

MANAGEMENT’S DISCUSSION AND ANALYSIS
February 20, 2008

The following management’s discussion and anal/M®&A”) should be read in conjunction with the
consolidated financial statements and accompanyiates (“Financial Statements”) of WesternOne
Equity Income Fund and its subsidiaries (colledtiienown as the “Fund” below, unless the context
otherwise requires) for the year ended December2BD;7. Results have been prepared in accordance
with Canadian generally accepted accounting prifesp(*GAAP”) and reported in Canadian dollars
unless otherwise indicated.

This MD&A contains forward-looking information. Rlee see “Forward-Looking Information” and
“Risks and Uncertainties” for a discussion of thisks, uncertainties and assumptions relating tchsuc
information. This MD&A also makes reference to agrinon-GAAP measures to assist in assessing the
Fund's financial performance. Non-GAAP measuresndb have any standard meaning prescribed by
GAAP and are therefore unlikely to be comparablsitoilar measures presented by other issuers. See
“Non-GAAP Measures” and “Reconciliation of Cash Rided by Operating Activities to Distributable
Cash”.

FORWARD-LOOKING INFORMATION

Forward-looking information is included in this M which involves known and unknown risks,
uncertainties and other factors that may causeahcgsults, performance or achievements or industry
results, to be materially different from any futuresults, performance or achievements expressed or
implied by such forward-looking information. Forwdalooking information is identified by the use efmns

and phrases such as “anticipate”, “believe”, “ctultestimate”, “expect”, “intend”, “may”, “plan”,
“predict”, “project”, “will", “would”, and similar terms and phrases, including references to assomspti
Such information may involve but are not limiteddomments with respect to strategies, expectations,
planned operations or future actions.

Forward-looking information reflects current exdimins of management regarding future events and
operating performance as of the date of this MD&M\ch information involves significant risks and
uncertainties, should not be read as guaranteesuse performance or results, and will not necelysbe
accurate indications of whether or not such result$e achieved. A number of factors could caastial
results to differ materially from the results dissed in the forward-looking information, includirmyt not
limited to, the following factors: financial healtf the Fund’'s subsidiaries and their related dasis,
competitive and economic environment, seasonafity ffuctuations in results, expansion, interesesat
foreign exchange, cash distributions are not gueeanand will fluctuate with the performance of
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subsidiaries, nature of Units, and federal incomme thanges with respect to Canadian income tax
treatment of income trusts, as discussed undek$Riad Uncertainties” below.

Although the forward-looking information containéd this MD&A is based upon what the Fund's
management believes to be reasonable assumptien&und cannot assure investors that actual results
will be consistent with such information. Forwaoibking information reflects management’'s current
beliefs and is based on information currently al#dé to the Fund. Such information reflects current
assumptions regarding future events and operatmfprimance including, without limitation, a strong
economy in British Columbia, stable interest radesl continued strength in the equipment rental and
equipment sales industry in which the Fund opeyated speaks only as of the date of this discus3ibe
forward-looking information is made as of the datehis MD&A and the Fund assumes no obligation to
update or revise such information to reflect neengés or circumstances.

OVERVIEW OF THE FUND

The Fund is based in Vancouver, British Columbiagd &as been established to seek opportunities to
acquire predominantly equipment and infrastructetated businesses located primarily in the Western
Canadian provinces of British Columbia, Alberta &adskatchewan, in order to generate stable and
growing distributions to its unitholders as welltasachieve overall capital appreciation.

The Fund is an unincorporated, open-ended, linptegose trust created on June 14, 2006 and governed
by its declaration of trust and the laws of BritiSblumbia. The Fund is authorized to issue an utadn
number of units and special voting units. Each déotef a unit participates pro rata in any distritwitof

the Fund.

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

The Fund holds a 100% indirect interest in WEQ Bctidn Equipment LP (“PE”), a limited partnership
established under the laws of Manitoba on Jun2086. The Fund commenced operations on August 15,
2006, when PE acquired the assets of PER (the if@l)sPE specializes in renting, selling and sgng
quality high reach and material handling equipmemti providing logistical support to its customers,
located primarily in the lower mainland of BritiSlolumbia.

The Fund holds a 100% indirect interest in WEQ Otdintry Rentals LP (“OCR”), a limited partnership
established under the laws of Manitoba on April2007. The Fund’s operations within OCR commenced
on June 1, 2007, when OCR acquired the assetshandusiness of Old Country Rentals Ltd (“OCR
Ltd.”). OCR Ltd. has been operating for more th&rydars, and is one of the largest and most dfieisi
equipment rentals, sales and repair businessesuatouver Island in British Columbia.

The Fund holds a 100% indirect interest in WEQ C&mntals LP (“C&N”), a limited partnership
established under the laws of Manitoba on August 2007. The Fund’'s operations within C&N
commenced on January 2, 2008, when C&N acquirecasbets and the business of C&N Motors Ltd.
(“C&N Ltd.”). C&N Ltd. has been operating for motkan 25 years, and is a major equipment rentals,
sales, and repair business on central Vancouvandsh British Columbia.
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The Fund holds a controlling indirect interest IrEQY Deerfoot Rentals LP (“Deerfoot”), a limited
partnership established under the laws of Manitmbaanuary 25, 2008. The Fund’s operations within
Deerfoot commenced on February 15, 2008, when Baedcquired the assets and the business of
Deerfoot Equipment Rental Inc. (“Deerfoot Inc.”)e@foot Inc. is a major provider of rented heaters,
generators, and compact construction equipmentoitoehuilders and commercial builders in Calgary,
Alberta.

The Fund units (“Units”) and the senior secured vedible debentures — Series A (“Series A
Debentures”) trade on the TSX Venture Exchangeruhgerespective symbols WEQ.UN and WEQ.DB.

BASIS OF MANAGEMENT’S DISCUSSION AND ANALYSIS

The Fund's results of operations reflect the Furaisrations for the three months and twelve months
ended December 31, 2007. The Fund was inactiveitsnéicquisition of a 100% interest in PE on Augus
15, 2006. However, in order to enhance the usefald this MD&A, certain unaudited financial and
operating results of the Fund for the three mormthd twelve months ended December 31, 2007 are
compared to the unaudited results of PER for theetimonths and twelve months ended December 31,
2006 combined with the unaudited results of OCR. li¢d the three months and seven months ended
December 31, 2006. Such information is provided riference purposes only and is not intended to
represent a comprehensive comparison of the cdased financial results.

SUMMARY FINANCIAL REVIEW

The Fund reported substantial increases in saless gncome, EBITDA, net income and distributions t
unitholders this year while maintaining a low dehtio and healthy payout percentage. Driving such
increases were (i) the organic growth within PEjclwrexperienced a 19.7% revenue growth year-over-
year through an expanding customer base and rideggl and (ii) the acquisition of the assets of ROC
Ltd, which brought in incremental earnings andvedld us to expand our business into Vancouver Island
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Summary Financial Review Three months ended 201-day period ende Twelve months ended

December 31 December 31 December 31

($000's, except unit amounts) 2006 2007 2006 2007
Revenue $ 4,300 $ 6,089 $ 6,662 $ 22,534
Cost of sales (1,243) (1,387) (1,540) (6,666)
Gross income 3,057 4,702 5,122 15,868

Gross margin 71.1% 77.2% 76.9% 70.4%
Operating expensét (1,330) (2,336) (2,019) (7,760)
EBITDA @ 1,727 2,366 3,103 8,108
Interest expense (342) (409) (497) (1,223)
Amortization and accretion (578) (675) (1,078) (3,015)
Income before future income taxes 807 1,282 1,528 3,870
Future income recoveries/(taxes) - 1,452 - 1,452
Net income $ 807 $ 2,734 % 1,528 $ 5,322
Maintenance cape® $ 165 $ 29 % 173 $ 102
Basic weighted average earnings per Unit $ 0.%6 023 $ 0.30 $ 0.56
Diluted weighted average earnings per Unit 0.15 0.21 0.25 0.53
Distributable cash generat8t $ 1374 $ 2,084 $ 2,376 $ 6,939
Distributable cash per Urif? 0.2143 0.1774 0.3707 0.7325
Distributions declared 913 1,762 1,318 5,498
Distributions declared per Unit 0.1424 0.1500 0.2056 0.5666
Coverage ratio 1.50 1.18 1.80 1.26
Payout percentage 66.5% 84.5% 55.5% 79.2%

Notes:

(1) Before interest, amortization and accretion.

(2) See definition of EBITDA, Distributable cash andiltanance capex under “Non-GAAP Measures”.
(3) Calculated based on weighted average number a. unit

This is the Fund’s first year to operate on a figttal year basis, compared to only 201 days ir6200
2006 the Fund was inactive between its inceptionJone 14, 2006 and August 14, 2006, when it
commenced operations after it acquired the asseRRER. Therefore, the 2006 financial information
above essentially reflects 139 days of operatioos201 days.

More detailed discussions of the financial restdtsthe three months and twelve months ended Desemb
31, 2007 are provided under “Operating Resultstuwel

The Fund’s revenue increased significantly by 288.2r $15.9 million, to $22.53 million for the twel
months ended December 31, 2007 from $6.66 milligreaxr ago. Factoring in the partial fiscal year in
2006, revenue from PER increased by 19.7% yearymaar. The construction industry continued to be
fuelled by strong demands from the residential, mencial and industrial sectors, as well as largdesc
infrastructure projects currently underway in vasgarts of lower mainland, such as the Canada Line
rapid transit system in Vancouver, the Golden EBaidge in Maple Ridge, and the Vancouver Trade and
Convention Centre.

The Fund’s acquisition of the assets of OCR LtdJune, 2007 was a significant step to consolidage t
equipment rentals and sales market, as well asetbe Fund’s business into Vancouver Island. Sinee
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acquisition, OCR has contributed $3.49 million méremental revenue for the year ended December 31,
2007.

Gross Income increased by 209.8%, or $10.75 million$15.87 million for the twelve months ended

December 31, 2007 from $5.12 million a year agcatéring in the partial fiscal year in 2006, gross

income from PER achieved a 15.1% growth year-oear.yOCR, since the Fund’s acquisition on June 1,
2007, has contributed an incremental $2.38 millaingross income for the twelve months ended
December 31, 2007.

Gross margin decreased to 70.4% from 76.9% duleetgignificant growth in equipment sales this year
(see revenue discussion in “Operating Results”vijeléuelled by the strong construction and general
equipment and tool sectors. Equipment sales typibale a lower margin than equipment rentals.

EBITDA increased by 161.2%, or $5.01 million, to. B million for the twelve months ended December
31, 2007 from $3.10 million a year ago. Factoringthe partial year in 2006, EBITDA from PER
achieved a 14.9% growth year-over-year. OCR, sthee Fund’'s acquisition on June 1, 2007, has
contributed an incremental $1.07 million of EBIT D&k the twelve months ended December 31, 2007.

Basic and diluted income per Unit for the twelvenths ended December 31, 2007 was $0.56/Unit and
$0.53/Unit on a weighted average basis, respegti(®0.41/Unit and $0.41/Unit respectively when
excluding impact from future income taxes. For iietaee “Future Income Taxes” below). This is
compared to $0.30/Unit (basic) and $0.25/Unit ¢dilf) for the twelve months ended December 31, 2006.

For the three months ended December 31, 2007, basidiluted income per Unit was $0.23/Unit and
$0.21/Unit on a weighted average basis, respegti(®D.11/Unit and $0.11/Unit respectively when
excluding impact from future income taxes). Thisc@mpared to $0.16/Unit (Basic) and $0.15/Unit
(Diluted), for the three months ended Decembe2806.

The Fund generated distributable cash of $6.94omil($0.7325 per Unit) for the twelve months ended

December 31, 2007, and $2.08 million ($0.1774 pet)Wor the three months ended December 31, 2007.
Total distributions declared were $5.50 million 866 per Unit) for the twelve months ended Decembe

31, 2007 and $1.76 million ($0.1500) per Unit fbe tthree months ended December 31, 2007. The
distributions represent a payout percentage of%9(@quivalent to a coverage ratio of 1.26x) for the

twelve months ended December 31, 2007, and 84.6%r@ge ratio of 1.18x) for the three months ended
December 31, 2007.

RECENT EVENTS
Business Acquisition

As mentioned above, on January 2, 2008, the Fundusged that it had completed the purchase of the
assets and business of C&N Motors Ltd. (“C&N”) &&#.02 million, with an additional provision of up t
$0.3 million based on future earnings of C&N. Theusition will allow the Fund to further consolida
the equipment rentals market on Vancouver Islamd;onjunction with the acquisition of the assets of
OCR in June 2007.
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As mentioned above, on February 15, 2008, the landunced that it had completed the purchase of the
assets and business of Deerfoot Equipment Rertta(“Deerfoot”) for $13.0 million. The acquisiticset
a new milestone for the Fund to expand operatiatosAlberta.

Bank Financing

On January 10, 2008, the Fund entered into a cfadilty agreement with its principal Canadian
chartered banker. Subject to conditions precederthé bank’s obligation to make the credit fa@sti
available to the Fund and the Fund’s complianch ed&rtain covenants and conditions, the creditifiaci
agreement provides the following credit facilitivsaddition to the existing facilities summarizedNote 8
of the Fund'’s consolidated financial statementgHertwelve months ended December 31, 2007:

e A $14 milion demand non-revolving loan (“Acquisiti Loan”) to assist in financing future
acquisitions. The loan bears an annual interestealbank’s prime rate plus 0.65% or 1.70% over
bankers’ acceptance rate. Unless repaid on dematigelbank, the facility is to be fully repaid
by February 28, 2013; and

e A $2 million increase in the existing demand reirg@vcapital loan, from $4 million to $6 million,
to assist in future capital expenditures. Interat and repayment terms remain unchanged at the
bank’s prime rate plus 0.65% or 1.60% over bankarseptance rate, and fully repaid by August
31, 2011.

Going forward the Fund will continue to seek growithough accretive acquisitions and organic growth
within existing operations.

FUTURE INCOME TAXES

On October 31, 2006, the Minister of Finance annedrmproposed changes to the income tax treatment of
“flow-through entities”, including income trusts.nQlune 22, 2007 the Government of Canada enacted
new legislation imposing a tax on distributions doddy publicly traded income trusts in Canada,
commencing in 2011. Unitholders will be treatedifathey have received an eligible dividend from a
Canadian public corporation equal to the taxabletiggo of their distributions and will be taxed
accordingly.

Prior to June 22, 2007, the Fund estimated theduficome tax on certain temporary differences betw
amounts recorded on its balance sheet for bookangurposes at nil tax rate. Under the newly exhct
legislation, the tax rate on the post-2010 revep#these temporary differences is estimated td98%
for 2011 and 28.5% thereafter. Temporary differsresersing prior to December 31, 2010 will stVley
rise to nil future income taxes. Based on its asaatl liabilities as at December 31, 2007, the Fhax
estimated the amount of its temporary differenchElvwere previously not subject to tax and thegoler
in which these differences will reverse.

As a result of this new legislation, Canadian aotiog guidance requires that the Fund record aréutu
tax liability/asset and a corresponding, one-timan-cash charge/recovery to net income. The redult
this treatment is the creation of a non-cash, &focome tax asset of $1.45 million created dutirey

fourth quarter of 2007. This future income tax tneent is based on the assumption that the Fundwill
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a taxable entity in 2011. In future periods, adpesits to this future tax asset will be requirededasn
changes in the differences between the tax basidiaancial statement basis of the Fund's asseats an
liabilities. These adjustments could be materiabn€istent with the initial recognition, any future
adjustments will be non-cash in nature and willeiber a charge or an addition to net income of the
period.

Since this tax will not be in effect until 2011, yachanges to the tax legislation, or to the legaicture of
the Fund prior to that time could have a mateffigce on the level of the future income taxes rdedrby
the Fund.

OPERATING RESULTS

To enhance the comparability with the current yedinancial results under this section, the Fund's
audited financial results for the 201-day periodeshDecember 31, 2006 have been combined with the
unaudited financial results for PER and OCR Ltdiprpto the Fund's acquisition of the companies’
assets. The unaudited information is for informafurposes only and should not be relied upon under
any circumstances.

Revenue
Total revenues were $6.09 million for the three therended December 31, 2007 (2006 — $5.93 million)

and $22.53 million for the twelve months ended Dawer 31, 2007 (2006 - $18.78 million). The revenues
comprised of the following:

Summary of Revenues ($000's) Three months ended Twelve months ended
December 31 December 31
2006 2007 2006 2007
Equipment Rentals $ 3,871 % 4198 % 12,464 $ 13,663
Equipment Sales 1,274 926 3,907 5,699
Logistical Support 422 360 1,263 1,364
Parts and Services 350 488 1,116 1,562
Ohters 10 117 25 246
$ 5,927 6,089 $ 18,775 $ 22,534

® Combined totals of the Fund’s audited financiauits for the 201-day period ended December 316 2plis unaudited financial results of PER
for the period January 1 — August 14, 2006, plusudited financial results of OCR Ltd. for the pdritune 1 — December 31, 2006.

Total revenues of $22.53 million for the twelve riienended December 31, 2007 increased by 20.0%, or
$3.75 million, compared to $18.78 million for theetve months ended December 31, 2006. The growth in
total revenues is attributed to an increase inFilned’s four primary revenue sources: equipmentafent
equipment sales; logistical support; and partssendce activities, as discussed below.

For the three months ended December 31, 2007, r@tehues of $6.09 million increased by 2.7%, or
$0.16 million, compared to $5.93 million for thexsaperiod last year.

Revenue from equipment rentals of $13.66 million fiee twelve months ended December 31, 2007
increased by 9.6%, or $1.20 million, compared t2.4& million for the twelve months ended December
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31, 2006. This increase is a result of the contngr@wth of the Fund’s customer base and equipment
rental fleet, fuelled by the continuing strengthtlire construction and general rental sectors. Tgie h
reach and material-handling equipment rental Yleethe Lower Mainland and Vancouver Island, as at
December 31, 2007 comprised of 718 pieces, whichb®en growing steadily from 669 pieces as at
December 31, 2006.

For the three months ended December 31, 2007, reqotprental revenue of $4.20 million increased by
8.4%, or $0.33 million, compared to $3.87 millioor fthe same period last year. The increase is
attributable to the strong construction activitiesthe Lower Mainland of British Columbia which
extended well into the winter months. Major indtdn projects, such as the Vancouver Trade and
Convention Centre, and various other commercial resdlential projects had completed roofing by the
end of the fall season. This allowed interior canstion work to continue throughout the winter nfent
and in turn drive up demand for rental equipmerihe®significant sources of equipment rental reeenu
include service and maintenance industries, shifsyargovernment agencies and special event
coordinators.

To accommodate short-term market fluctuations wiemand for its rental equipment exceeds supply, the
Fund chooses to rent equipment on a limited basis flocal competitors. Generally, the Fund will
recognize a 10% - 15% profit on these re-rentats imore importantly, maintains the revenue and the
relationship with the customer. Re-rentals aredstedh practice within the equipment rental indusémd

are a useful method for management to evaluateavibtare investment dollars should be targeted.

Revenue from equipment sales of $5.70 million Fer twelve months ended December 31, 2007 increased
significantly by 45.9%, or $1.79 million, comparéd $3.91 million for the twelve months ended
December 31, 2006. This increase is dependent dporand for equipment purchases by the Fund's
customers and can fluctuate significantly over years. The current year’s increase is due to larger
volume purchases from construction companies hamdhajor infrastructure projects, in which the
purchases of the equipment became a more costratfegption to these customers than renting.
Equipment sold will in turn generate parts and isesszincome relating to future repairs and schedule
maintenance. In the Fund, the revenue from the afa¢équipment is recognized at the time at whingh t
contract is signed by the purchaser, all significeaks and rewards of ownership have been trarsféo

the purchaser, and collectability is reasonablyiiesk

For the three months ended December 31, 2007, ragoipsales revenue of $0.93 million decreased by
27.3%, or $0.34 million, compared to $1.27 millimn the same period last year. Significant equigmen
sales were recorded in 2006. Numerous powerfuhstan November and December 2006 sharply drove
up demand for equipment such as power generatdrg/ater pumps, as the storms caused power outages
and floodings.

Revenue from logistical support of $1.36 milliorr fthe twelve months ended December 31, 2007
increased by 8.1%, or $0.10 million, compared t@6Imillion for the twelve months ended December
31, 2006. This increase is a result of the contingr@wth of the Fund’s customer base and equipment
rental fleet. In addition, the continued demandréhiable logistical support demanded by the custsnof

the high reach and material handling equipmentstigiuincluding the on-time delivery of equipmeat t
specified locations, has helped to increase thentex from logistical support. Management beliehes t

1 . .
Excludes general rental equipment, tools and asdessrom OCR.
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changes in revenue volumes achieved from equipmemals and equipment sales generally have a
corresponding effect on the revenue realized fiagistical support activities.

For the three months ended December 31, 2007 ticaisupport revenue of $0.36 million decreased by
14.7%, or $0.06 million, compared to $0.42 millimn the same period last year. Lower rental a@twit

in the film sector, resulting from the strike fratme Writers Guild of America since early November,
2007, drove down delivery volume for the 3 monthsleel December 31, 2007. The strike ended on
February 10, 2008.

Revenue from parts and services of $1.56 million tfee twelve months ended December 31, 2007
increased by 40.0%, or $0.44 million, compared1d. & million for the twelve months ended December
31, 2006. The increase in the cumulative numbemds sold to its customers by the Fund has geserat
a loyal customer base for the parts and servicetas of the business, as customers return te hiaeir
equipment serviced by the dealer. Management lesli¢ivat this increase is a result of the continued
demand for high-quality services within the highale, material handling and general equipment amid to
industry.

For the three months ended December 31, 2007, aadtservices revenue of $0.49 million increased by
39.6%, or $0.14 million, compared to $0.35 millifor the same period last year. The increase is
consistent with the general annual growth mentiaizsal/e.

Revenue from other sources amounted to $0.25 milbo the twelve months ended December 31, 2007,
compared to $0.03 million for the twelve monthsesh@®ecember 31, 2006. The revenue relates mostly to
income generated from short-term investments sgchuaranteed investment certificates and bankers’
acceptances.

For the three months ended December 31, 2007, othienue amounted to $0.12 million, compared to
$0.01 million for the same period last year.

Gross margin and gross income

Gross margin was 70.4% for the twelve months emEstmber 31, 2007. This is compared to 76.9% for
the twelve months ended December 31, 2006. Theaseris due to the significant growth in equipment
sales this year (see revenue discussion aboveghwipically have a lower margin than equipment
rentals.

Gross income of $15.87 million for the twelve mant#nded December 31, 2007 increased by 15.0%, or
$2.07 million, compared to $13.80 million for theetve months ended December 31, 2006.

For the three months ended December 31, 2007, gnasgin and gross income was 77.2% and $4.70
million respectively, compared to 69.5% and $4.1iflian for the same period last year. The sharp

increase in equipment sales during the winter samiNovember and December 2006 resulted in a lower
gross margin for the three months ended Decemhe2@16, as equipment sales typically have a lower
margin than rental or service revenues.
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Cost of sales

Cost of sales as a percentage of total revenu@ &8s for the twelve months ended December 31, 2007
compared to 23.1% for the twelve months ended DieeeBil, 2006.

For the three months ended December 31, 2007,ofcstles as a percentage of revenue was 22.8%,
compared 28.9% for the same period last year.

Costs associated with equipment sales was $21.28tabfrevenue for the twelve months ended December
31, 2007, compared to 17.2% for the twelve montite@ December 31, 2006. The increase is consistent
with the higher equipment sales revenue (25.3%tall tevenue) this year compared to last year (20.8
of total revenue). As mentioned above, revenue femmipment sales is dependent upon demand for
equipment purchases by the Fund's customers anfiucdaumate significantly over the years.

For the three months ended December 31, 2007, asstxiated with equipment sales was 11.9% of total
revenue, compared to 21.0% for the same periogédast The decline is directly related to the losaies
volume compared to the same period last year, whmmmber of wind storms took place.

Costs associated with commissions was 3.8% of tetadnue for the twelve months ended December 31,
2007, compared to 3.4% for the twelve months emdsmbmber 31, 2006. Commissions for sales people
are paid based upon equipment sales and rent@suvin addition, incentive compensation paidtout
the management team of PE and OCR, which is detednising an earnings-based calculation, is also
included in commissions. Since the Fund’s acqoisitof the businesses the compensation of the sales
force has been structured to be more commissiontfrbased, which explains the higher percentage th
year.

For the three months ended December 31, 2007, asstxiated with commissions was 3.6% of total
revenue compared to 3.3% for the same period &sst y

Costs associated with re-rentals was 2.0% of teetnue for the twelve months ended December 31,
2007, compared to 3.3% for the twelve months eridedember 31, 2006. Re-rentals are the costs
associated with renting equipment from other eqeigmrental companies in order to fulfill the
requirements of the Fund’'s customers. This decrisaseesult of the continued growth of the Furidgh
reach and material handling equipment rental flaet therefore its increased ability to satisfytaoner
requirements while decreasing the amount rented third parties.

For the three months ended December 31, 2007, essisciated with re-rentals was 3.8% of total
revenue, compared to 3.1% for the same periodyksest The unexpected strong demand for high-reach
and material handling equipment in the three moetided December 31, 2007, due to a higher level of
interior construction activity and vessel maintereawork in shipyards, required PE and OCR to nerhf
other rental companies to fill the orders.

Operating expenses

Operating expenses, before interest, amortizatiwh accretion, of $7.76 million for the twelve masth
ended December 31, 2007 increased by 34.7%, o0 $illlon, compared to $5.76 million for the twelve
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months ended December 31, 2006. $0.85 million ®firtbrease is the incremental growth in costsingat
to public company, reporting, governance and gratacquisition related items, not present in the
business prior to IPO in August, 2006. The remaginiitrease in operating expenses is attributedhto a
increase in general and administrative, freightessand service expenses. This is a direct re$uhieo
growth in operating revenues compared to the puswear.

After removing the additional public company codiscussed above, the adjusted operating expenses
before interest, amortization and accretion, w&®3$ million for the twelve months ended Decembigr 3
2007, which increased by 19.9%, or $1.15 milliammpared to $5.76 million for the twelve months ehde
December 31, 2006. The increase is consistenttigt20.0% growth in revenue for the year.

Operating expenses, before interest, amortizationa@cretion, as a percentage of total revenueineah
stable at 30.6% for the twelve months ended Decerdibe 2007, compared to 30.7% for the for the
twelve months ended December 31, 2006.

For the three months ended December 31, 2007, togerexpenses, before interest, amortization and
accretion, of $2.34 million increased by 27.1%$0r50 million, compared to $1.84 million for thersa
period last year. The increase is due to growthverhead from expanded operations.

EBITDA (see “Non-GAAP Measures”)

EBITDA of $8.11 million for the twelve months endBe&cember 31, 2007 increased by 0.9%, or $0.07
million, compared to $8.04 million for the twelveonths ended December 31, 2006. After adjusting for
the incremental costs relating to public compaeporting, governance and strategic acquisitionedla
items that were not present in the business poidP®© in August, 2006, adjusted EBITDA for the tveel
months ended December 31, 2007 was $8.96 millidichwgave rise to a 11.4%, or $0.92 million,
increase from last year.

EBITDA margin, as a percentage of total revenuesreased to 39.8% for the twelve months ended
December 31, 2007 from 42.8% for the for the twehanths ended December 31, 2006. The decrease is
due to the significant growth in equipment salés ylear (see revenue discussion above), whichaipic
have a lower margin than equipment rentals.

For the three months ended December 31, 2007, EBIGTS2.37 million increased by 3.7%, or $0.09
million, compared to $2.28 million for the same ipdrlast year. EBITDA as a percentage of total
revenues increased slightly to 38.9%, from 38.5f/4tfe same period last year.

Net income

Net income of $5.32 million for the twelve montheled December 31, 2007 increased by 8.4%, or $0.41
million, compared to $4.91 million for the twelveonths ended December 31, 2006. Net income for 2007
included a non-cash future income tax adjustmesta aesult of the new tax legislation, enactedhey t
Government of Canada in June, 2007, to tax dididbs of public traded income trusts commencing
2011. The accounting treatment resulted in a nsh-cacognition of future income tax recoveries of
$1.45 million for the twelve months ended Decentiker2007. Excluding the impact from future income
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taxes, adjusted net income for the twelve monttieedrDecember 31, 2007 was $3.87 million, which
declined 21.1% or $1.04 million, from $4.91 milliéor the twelve months ended December 31, 2006. The
decline is largely due to the different corporat@icture of the businesses before and after thel'Eun
acquisition and its subsequent IPO, which gave tesencremental public company related costs and
different non-cash related amortization policies.

For the three months ended December 31, 2007, rdetrie of $2.73 million increased significantly by
116.7%, or $1.47 million, compared to $1.26 millfon the same period last year. Excluding the impac
from future income taxes, adjusted net income tierthree months ended December 31, 2007 was $1.28
million, compared to $1.26 million for the sameipérast year.

SELECTED QUARTERLY FINANCIAL INFORMATION

in $000's except per Unit amounts Q4'07 Q3'07 Q2'07 Q1'07 Q4'06 47-day period
ended Sep 30,
06
Revenue $ 608 $ 6650 $ 6046 $ 3,749 $ 4300 $ 2,362
Cost of Sales (1,387) (1,832) (2,450) (997) (1,243) (297)
Gross income 4,702 4,818 3,596 2,752 3,057 2,065
Gross margin 77.2% 72.4% 59.5% 73.4% 71.1% 87.4%
Operating expensés (2,336) (2,028) (1,671) (1,725) (1,330) (689)
EBITDA **/ $ 2366 $ 279 $ 1925 $ 1027 $ 1,727 $ 1,376
Net Income $ 2734 $ 1644 $ 844 $ 100 $ 807 $ 721
Distributable cash generatét $ 2084 $ 2327 $ 1629 $ 899 $ 1374 $ 1,002
Distributable cash per Un*” 0.1774 0.2115 0.2034 0.1402 0.2143 0.1564
Distribution declared $ 1,762 $ 1,762 $ 1,164 $ 810 $ 913 $ 405
Distribution per Unit 0.1500 0.1500 0.1400 0.1266 0.1424 0.0632
Coverage ratio 1.18 1.32 1.40 1.11 1.50 2.47
Payout percentage 84.5% 75.7% 71.4% 90.4% 66.5% 40.4%

High reach and material
handling equipment fleé? 718 715 717 579 560 556

Notes:

(1) Before interest, amortization and accretion.

(2) See definition of EBITDA and Distributable cash antNon-GAAP Measures”.
(3) Calculated based on weighted average number a. unit

(4) Excludes general rental equipment, tools and amdesorm OCR.

Additional quarterly financial information for tHeund is not available. As a private company, PER di
not prepare quarterly reports for its shareholdeshad a different financial year end of March 31.

Seasonality
Typical seasonality of the business impacts opegatesults as follows: Business activity levels are

generally lower from January through March as winteather hampers construction activities. From

WESTERNONE EQUITY INCOME FUND

Suite 910, 925 West Georgia Stredfancouvere British Columbiae Canada» V6C 3L2 e Telephone (604) 678-4042Fax (604) 681-5969
Page 13




April through July the demand for rental equipmecteases as construction activities acceleratetive
summer months. Expenditures on inventory for saié @ental fleet are mostly incurred during these
months due to robust equipment rental and salearmmer and fall. From August through November the
demand for rental equipment continues to be stesngonstruction companies strive to meet constmicti
progress prior the start of the holiday seasondodber, which then sees a slowing trend into thieiv
months of the subsequent year.

In addition to the seasonal nature of the Fundsintass, the quarterly changes above are also die to
organic growth through adding new equipment torérgal fleet; and (ii) the acquisition of the asset
OCR Ltd. on June 1, 2007 (Q2 '07).

CASH FLOW AND LIQUIDITY

The following table provides an overview of the Bisncash flows from operating, investing and finagc
activities for the three months and twelve montided December 31, 2007.

Summary of cash flows ($000's) Three months ended Twelve months ended
December 31, 2007 December 31, 2007
Net change of cash related to:
Operations $ 494 $ 4,840
Investing 772 (13,227)
Financing (2,007) 12,060
Net change in cash during the period (741) 3,673

As mentioned above, the revenue and operatingtsestithe predecessor businesses of the Fund have
historically displayed seasonal variations througtibe year, and this variation is expected toinaetin

the foreseeable future. While certain of the Fungisiable costs can be managed to match seasonal
patterns, a significant portion of its costs akedi and cannot be adjusted for seasonality. Tlotuition

in future results of operations may require tha Eund relies on lines of credit for working capita
financing at certain times of the year.

A single Canadian chartered bank (the “Bank”) hawiged a $2.0 million operating loan on an interes
only basis, that is payable upon demand, on whieth&d drawn $1.52 million as at December 31, 2007.
The operating loan is at the Bank’s prime rate @u30% per annum and, in addition to covenant
requirements, is secured by 50% of inventory um ttmit of $0.75 million and 75% of acceptable
accounts receivable, minus priority claims. Theet@ant requirements include a minimum level of thalegi
net worth of $3.25 million, a minimum debt servamerage ratio of 1.25 to 1.0, a minimum curretibra

of 1.2 to 1.0, a maximum debt to tangible net watt8.0 to 1.0, and a restriction on distributidos
Unitholders that would cause any breach of the mants without the prior written consent of the Bank
The operating loan has no stated maturity date.

The Fund was in compliance with all of the Banlosenants as at December 31, 2007.
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DISTRIBUTABLE CASH AND DISTRIBUTIONS

The Fund reviews its historic and expected resuits regular basis. This review includes consig@rat

of economic conditions, including seasonality, ¢benpetitive environment, and future cash requirésen

In order to ensure the Fund's continued financtaérgth, and providing a reasonable return to its
unitholders, the Fund has considered it financiatlydent not to distribute 100% of Distributables@an
order to address the seasonality nature of thenkssiand unforeseen events, should they occur. The
Fund's policy is to make stable monthly distribn8do Unitholders.

Distribution history Distributions per Unit
August, 2006~ $ 0.0224
September, 2006 0.0408
October, 2006 0.0408
November, 2006 0.0408
December, 2006 0.0608
Total for the 130-day period ended December 31, 260 $ 0.2056
January, 2007 $ 0.0408
February, 2007 0.0408
March, 2007 0.0450
Total for the three month period ended March 31, 207 $ 0.1266
April, 2007 $ 0.0450
May, 2007 0.0450
June, 2007 0.0500
Total for the three month period ended June 30, 200 $ 0.1400
July, 2007 $ 0.0500
August, 2007 0.0500
September, 2007 0.0500
Total for the three month period ended September 3@007 $ 0.1500
October, 2007 $ 0.0500
November, 2007 0.0500
December, 2007 0.0500
Total for the three month period ended December 312007 $ 0.1500
Total for the twelve month period ended December 322007 $ 0.5666
Note:

(1) 17-day period from August 15-31, 2006

Distributions are paid on or about the 15th dagasfh month to Unitholders of record on the lastriass
day of the preceding month. Unitholders who are-mesdents of Canada will be subject to withholding
taxes payable on any distributions by the Fund.
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Reconciliation of cash provided by operating actigs to distributable cash

The following table reconciles cash flow from ogerg activities to distributable cash for the thessd
twelve months ended December 31, 2007.

Reconciliation of cash flow from operating actiegito distributable cash For the three months For the twelve months
($000's, except for Unit amounts) ended Dec 31, 2007 ended Dec 31, 2007
Cash flow from operating activities $ 494 $ 4,840

Changes in non-cash working capital balances 1,547 1,872

2,041 6,712

Gain on sale of assets 72 329

Maintenance capital expenditdte (29) (102)
Distributable cash generated $ 2,084 $ 6,939
Distributions declared $ 1,762 $ 5,498
Distributable cash generated per Unit $ 0.1774 $ 0.7325
Distributions declared per Unit 0.1500 0.5666
Payout ratid” 1.18x 1.26x
Payout percentad@ 84.5% 79.2%
Notes:

(1) See definition of “Maintenance capital expendittrggder “Non-GAAP Measures”.
(2) Amounts calculated using distributable cash angiibigions declared for the related period, nopenUnit amounts.

NON-GAAP MEASURES

References to “EBITDA” are to earnings before ies¢r income taxes, amortization and accretion.
EBITDA is a measure used by many investors to coejzsuers on the basis of ability to generate cash
flow from operations. EBITDA is not an earnings @& recognized by GAAP, does not have
standardized meanings prescribed by GAAP and iseftire unlikely to be comparable to similar
measures presented by other issuers. The Fund'agmeent believes that EBITDA is an important
supplemental measure in evaluating the Fund’s pedoce and in determining whether to invest in $Jnit

Readers of this information are cautioned that EBATshould not be construed as an alternative to net
income or loss determined in accordance with GA&Rndicators of the Fund’s performance or to cash
flows from operating, investing and financing atk as measures of the Fund's liquidity and cash
flows. The Fund's method of calculating EBITDA mdiffer from the methods used by other issuers and,
accordingly, the Fund's EBITDA may not be compaeabl similar measures presented by other issuers.

References in this MD&A to “Distributable Cash” aoecash available for distribution to the Unithesisl

by the Fund. Distributable Cash is not a recognimeehsure under GAAP and does not have a
standardized meaning prescribed by GAAP. Canadwem-ended income trusts, such as the Fund, use
distributable cash as an indicator of financiaff@enance and it should not be seen as a measurefent
liquidity or a substitute for comparable metricsegared in accordance with GAAP. The Fund's
Distributable Cash may differ from similar compigas as reported by other issuers and, accordingly,
may not be comparable to distributable cash agteghby such issuers. The Fund’'s management bglieve
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that, in addition to net income, Distributable Casha useful supplemental measure that may assist
investors in assessing the return on their invedtnme Units. See “Reconciliation of Cash Provided b
Operating Activities to Distributable Cash”.

“Maintenance capital expenditures” is not a recogpmhi measure under GAAP. Maintenance capital
expenditures include those required to upgradetiegigproperty and equipment. Maintenance capital
expenditures for the Fund are calculated as theéatagost at the time of acquisition less the nebko
value at time of sale for rental equipment, plesdbst of replacements to operating assets.

CAPITAL RESOURCES
The Fund has maintained two capital loans withstlime Canadian chartered bank that has provided the
Fund with its $2.00 million interest only demanderatting loan (see “Cash Flow and Liquidity”). As at

December 31, 2007 the two capital loans are asvisll

(1) Non-revolving capital loan of $2.94 million (inciue of a banker's acceptance for $2.64 million
maturing on July 14, 2008); and

(2) Revolving capital loan for $4.00 million, of whic$il.40 million was outstanding at December 31,
2007.

These capital loans are repayable on demand atessuand until demanded, in monthly installments,
with interest at the Bank’s prime rate plus 0.6586 annum or 1.60% above banker’'s acceptance rates,
secured by a general security agreement. Both loaves a stated maturity date of August 31, 2011.

The Fund was in compliance with all of the Banldsenants as at December 31, 2007.

On January 8, 2008, the Fund entered into a diacliity with the same Canadian chartered bank kvhic
provided additional credit facilities for futureaasitions and capital expenditures. See “Receenisv
above.

OFF-BALANCE SHEET FINANCING

The Fund has no off-balance sheet arrangements.

CONTRACTUAL OBLIGATIONS

Assuming that the contractual requirements of tgtal loans are met, and the demand feature is not
exercised by the Bank, the minimum repayments reddor the capital loans are as follows:

Loans payable ($000's) 2008 2009 2010 2011
Loans Payable $ 723 $ 723 % 723 % 2,212
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The Fund has the following rental, equipment fimag@nd operating lease commitments:

Contractual obligations ($000's) 2008 2009 2010 2011 After 2011
Rental commitments $ 358 $ 362 $ 366 $ 356 $ 1,165
Equipment financing commitments 96 67 36 5 -
Operating leasée?’ 284 251 214 98 36

$ 738 % 680 $ 616 $ 459 $ 1,201

(1) PE maintains 18 operating lease agreements foclestand trailers, with monthly payments rangirar$510 to $2,657 and maturity dates
ranging to July 27, 2012. OCR does not maintaingpgyating lease agreements.

LONG TERM INCENTIVE PLAN

Key employees of the Fund will be eligible to peapate in the Fund’'s long term incentive plan (the
“LTIP"). The purpose of the LTIP is to provide ébte participants with compensation opportunitiestt
will enhance the Fund’s ability to attract, retaimd motivate key personnel and reward key empldgees
significant performance that result in the Fundeexiing its cash available for distribution targets.
Pursuant to the LTIP, the Fund will set aside d pbfunds based upon the amount, if any, by witieh
cash available for distribution per Unit (as meaduon a fully diluted basis) exceeds certain ddfine
threshold amounts. The Fund or a third-party teust#l purchase Units in the market with this podl
funds and will hold the Units until such time asnanship vests to each participant. LTIP participamit

be entitled to receive distributions on all Unitdchfor their account prior to the applicable vagtdate.
Unvested Units held by the third-party trusteedarLTIP participant will be forfeited if the parpant
resigns or is terminated for cause prior to thdiegiple vesting date, and those Units will be sotd the
proceeds returned to the Fund.

The Compensation Committee will have the poweatopng other things: (i) determine those individuals
who will participate in the LTIP; (ii) determinedHhevel of participation of each participant; anmg (
determine the time or times when LTIP awards vatvor be paid to each participant.

The Compensation Committee from time to time mayodeally adjust the threshold. In fiscal 2007e th
LTIP will provide for awards that may be earned duth®n the amount by which cash available for
distribution per Unit (as measured on a fully dithibasis), exceeds a base distribution threshc®.65
per Unit per annum. The percentage amount of tkegss which forms the LTIP incentive pool will be
determined as follows:

Percentage by which Cash Available for Distributi@n Unit exceeds Maximum Proportion of Excess Cash Available fostBbution for
Base Distribution Threshold LTIP Payments

over 5% to 10% 15% of any excess over 5% to 10%

greater than 10% 20% of any excess over 10%

For the year ended December 31, 2007, the Compams2ammittee approved $Nil of LTIP to the senior
management.
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WESTERNONE EQUITY 2006 INCENTIVE UNIT OPTION PLAN

At Closing, the Fund reserved an aggregate of £88lMnits for issuance under the WesternOne Equity
2006 Incentive Unit Option Plan (the “WesternOnealiBgOption Plan™). Under the WesternOne Equity
Option Plan, options to purchase the Fund’s Uniay tme granted to the Trustees and to the directors,
officers and employees of, and service providerghe Partnership or its affiliates. The purposé¢hef
WesternOne Equity Option Plan is to provide sudlitdé participants with compensation opportunities
that will encourage ownership of Units, enhance Ehed’s ability to attract, retain and motivate key
personnel, and reward directors, officers, empleyeel service providers for significant performaand
growth in the Fund's cash flow. No options haverbgeanted under the WesternOne Equity Option Plan
as at the date of this MD&A.

TRANSACTIONS WITH RELATED PARTIES

The Fund purchased equipment from a company inhamaiboard member has a controlling interest, for
$120,259 during the three and twelve months endsmbiber 31, 2007. These transactions arose during
the normal course of business and have been retatdxchange values agreed upon by both parties.

VOTING UNITS AND PRINCIPAL UNITHOLDERS

As at December 31, 2007, 11,743,675 Units wereetsaimd outstanding, each of which entitles thednold
to one vote at Unitholder meetings. To the knowdedijthe Fund, no person beneficially owns, diyectl
indirectly, or exercises control or direction ovéinits carrying more than 10% of the voting rights
attached to all the issued and outstanding Units.

CRITICAL ACCOUNTING ESTIMATES

The preparation of financial statements in conformith GAAP requires management to make estimates
and assumptions that affect the reported amountsseéts and liabilities and disclosure of contibhgen
assets and liabilities at the date of the FinanStatements and the reported amounts of revenwks an
expenses during the reporting period. Areas ramyisignificant management estimates include the
valuation, impairment and useful life of intangilalesets and property and equipment, and futurengco
taxes. These estimates are reviewed periodicallgdat annually), and, as adjustments become seges
they are reported in earnings in the period in tviiey become known. The Fund's significant acdagnt
policies are described in Note 3 of the Fund's oltidated financial statements for the period ended
December 31, 2007. Management believes that thenob items represent the Fund's most critical
accounting estimates.

Inventory valuation
New and used equipment inventories are recordéoedbwer of cost and net realizable value, witktco

determined on a specific item basis. New and ugagment inventory write-downs are included in cost
of sales.
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Parts inventories are valued at the lower of cost met realizable value, with cost generally being
determined on a “first-in, first-out” basis. Pairtgentory write-downs are included in service exggen
Property and equipment

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

Rental fleet* ... e 10 yeEIS
Tractors and trailers ..o e, (OES
Furniture, fixtures and equipment .............coooiii i e 5 years
Computer equipment and software ...............ccoceveeiins 5 years
Leasehold improvements ..... lesser of 5 yeardlanditial term of the lease

*net of 25% salvage value.

Amortization commences in the month in which thatesl assets are acquired, and therefore them is n
reduction in the rate for the year of acquisition.

If such assets are considered impaired, the imeairio be recognized is measured as the amount by
which the carrying amount of the assets exceed és¢imated fair value. Any impairment is included
income for the period.

Intangible assets
Identifiable intangible assets are recorded at, ¢es$ any provision for permanent impairment. Foed

does not amortize its assets with indeterminabiesli The Fund amortizes its intangible assets with
determinable lives over their estimated usefukliga a straight-line basis:

Customer relationships ..........ooovii i 10 yea
Non-competition agreements ......occ.oooovviiiiine e eiieaenes 1to 3 years
Brand Name ... ..o Nil
Supplier agreemMENES ... e iveiie e Nil

If such assets are considered impaired, the imeairio be recognized is measured as the amount by
which the carrying amount of the assets exceed és¢imated fair value. Any impairment is included
income for the period in which the impairment isagnized.

Revenue recognition

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

Service revenue, comprised of the sale of partsegngpment servicing, is recognized when the pans
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delivered and the related services have been mshdend collectability is reasonably assured.

Revenue from equipment held for resale is recogniethe time at which the contract is signed &y th
purchaser, all significant risks and rewards of enship have been transferred to the purchaser, and
collectability is reasonably assured.

NEW ACCOUNTING STANDARDS ADOPTED

As required by the CICA, on January 1, 2007, thed~adopted CICA Handbook Section 1530,
‘Comprehensive Income’; Section 1540, ‘Cash Float&nents’; Section 3251, ‘Equity’; Section 3855,
‘Financial Instruments — Recognition and MeasurdéineBection 3861, ‘Financial Instruments —
Disclosure and Presentation’; and Section 3865ddgde’. The adoption of these new standards resulted
changes in the accounting for financial instrumesmtsl hedges as well as the recognition of certain
transition adjustments that have been recordedpgming cumulative earnings and fund units. The
adoption of these standards has had no materialdngn the Fund's net income or cash flows. Theroth
effects of the implementation of the new standardsdiscussed below.

Financial instruments

The financial instruments standard establishesat@gnition and measurement criteria for finanagsdets,
financial liabilities and derivatives. All finandianstruments are required to be measured at &luevon
initial recognition of the instrument, except foer@in related party transactions. Measurement in
subsequent periods depends on whether the finainstalment has been classified as “held-for-trgigin
“available-for-sale”, “held-to-maturity”, “loans dmreceivables”, or “other financial liabilities” afined

by the standard.

Financial assets and financial liabilities “held-foading” are measured at fair value with changdsose
fair values recognized in net earnings. Finanaakts “available-for-sale” are measured at fauealith

changes in those fair values recognized in othempcehensive income (“OCI”). Financial assets “Held-
maturity”, “loans and receivables” and “other ficgl liabilities” are measured at amortized coshgshe

effective interest method of their amortization.eTrhethods used by the Fund in determining fairevalu
financial instruments are unchanged as a resihgiEmenting the new standard.

Cash and cash equivalents, cash held in trust hod term investments are designated as “held-for-
trading”. Accounts Receivable are designated amn8cand receivables”. Operating loan, accountsipyaya
and accrued liabilities, distributions payable,itpgoans and Series A debenture are designatéo faer
liabilities”.

Comprehensive income

This standard requires a new component of unithgldsuity, comprehensive income, to be included in
the Fund's consolidated financial statements. Iditee, the standard requires a statement of
comprehensive income. The major components of thieereent of comprehensive income may include
items such as unrealized gains and losses on falaassets classified as available-for-sale, defegains
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and losses arising from the settlement of histoaish flow hedging transactions and changes indine f
value of the effective position of cash flow hedpinstruments.

As there are currently no differences betweennmeme and comprehensive income, or unitholderstyequ
and accumulated other comprehensive income, nenstat has been included with these consolidated
financial statements.

Hedges

This standard describes when hedge accountingpsppate. Hedge accounting ensures that all gains,
losses, revenues and expenses from the derivato/eéhe item it hedges are recorded in the stateofent
earnings in the same period. The Fund does not fniamsactions that relate to hedging and hence this
section is not applicable.

Equity

This standard establishes standards for the peggenbf equity and changes in equity during theoreéng
period. As a result of adopting this section, thend has included a financial statement entitled
“Consolidated Statement of Unitholders’ Equity” lvthe consolidated financial statements.

Cash flow statements

Amendments to CICA 1540, Cash Flow Statements,inee@untities to disclose total cash distributions o
financial instruments classified as equity in ademce with a contractual agreement and the extent t
which total cash distributions are non-discretigndihis disclosure requirement is effective foemn and
annual financial statements for fiscal periods mmdin or after March 31, 2007. The determination to
declare and make payable distributions from thedFane at the discretion of the board of Trusteehef
Fund and, until declared payable by the board afstees of the Fund, the Fund has no contractual
requirement to pay cash distributions to the Uihittis. During the three months and twelve montloeen
December 31, 2007, $1.76 million and $5.50 mill{pespectively) in cash distributions were declared
payable by the board of Trustees of the Fund abdesjuently paid to the Unitholders.

RISKS AND UNCERTAINTIES

In addition to the risks and uncertainties disafogsethe Fund’s Prospectus dated July 31, 2006k timel
believes that the following items represent sigaffit areas for consideration.

Financial health of the Fund’s subsidiaries and tlrerelated cash flows

The Fund is entirely dependent on the operatiors assets of its subsidiaries through its indirect
ownership interests. The Fund’s ability to makeulag distributions to Unitholders is dependent be t
cash flow generated by these subsidiaries. Thigffected by the profitability, fluctuations in wank

capital, margin sustainability and capital expandis of the underlying businesses. Although the
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subsidiaries are intended to distribute their casghilable for distribution, there can be no asstgan
regarding the amounts of income to be generatethdysubsidiaries and amounts paid to the Fund. The
failure of any subsidiary to make its anticipatéstributions could adversely impact the Fund’s ficial
condition and cash flows and therefore distribigitmUnitholders.

Competitive and economic environment

Currently, the Fund’s indirect operating subsidiariare engaged in the equipment rentals, sales and
servicing industries in British Columbia and Al@ertvhich are highly fragmented and highly compegiti

In addition to competing with smaller competitothe Fund competes with larger companies with
operations across Canada, the United States amdeage These companies may have greater financial
resources than the Fund, more advantageous mameaeffiliations, and may rent and sell many & th
same products as the Fund.

From time to time, the Fund or its competitors raigmpt to compete aggressively by lowering priges.
the extent that the Fund lowers prices in an attémpcrease or retain market share, operatingyimsr
may be adversely impacted. In some cases, the faydnot be able to match larger competitors’ price
reductions because of their greater financial nessu If the Fund does not match competitors’ grice
reductions, it may lose market share, resultindeicreased revenue and cash flow.

The Fund seeks to mitigate these risks by maimigiai strong network of advisors, active boards, and
retaining experienced and dedicated management.

Seasonality and fluctuations in results

The revenue and operating results of the predecessiness of PE and OCR have historically displaye
seasonal variations throughout the year, and #nstion is expected to continue in the foreseehltige.
See ‘Seasonalityabove.

Expansion

Existing or future competitors may compete with Ehend for acquisition candidates, which may inceeas
acquisition prices and reduce the number of suatabbuisition candidates. Existing or future corbpret
may also compete with PE for new locations, whichymeduce the number of suitable expansion
locations. If the Fund is not able to compete éiffely in this regard, its future growth may be atgely
impacted. In addition, there is no guarantee thiairé growth initiatives will be successful.

Interest rates
The Fund’s operating loan and capital loans paybaése interest at variable rates. The Fund is ntlyre

using a short-term instrument in the form of a lmiskacceptance to reduce exposure to interestiskte
on its non-revolving capital loan. See “Financrattuments”.
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Foreign exchange

Foreign exchange risk is primarily limited to cureg fluctuations between the Canadian and U.Sadoll
The majority of the equipment purchased by the Figndenominated in U.S. dollars. Furthermore, a
portion of PE’s business relates to equipment ramtilne film industry in B.C. and is sensitivettze U.S.
dollar currency fluctuations. The Fund does notdese/ative instruments to reduce these risks.

Cash distributions are not guaranteed and will fluate with the performance of subsidiaries

Although the Fund intends to distribute the intesesd distributions received by the Fund on thedJand
notes of the Trust, less expenses and amountsy,ifpaid by the Fund in connection with the redeompt

of Units, there can be no assurance regardingrtioeiiats of income to be generated by PE and OCR and
paid indirectly to the Fund. The actual amountrifisted in respect of the Units will depend upon
numerous factors associated with PE and OCR, imgutheir profitability, fluctuations in working
capital, sustainability of margins, interest ex@snand their requirements for repayment of indeletssl
and incurrence of capital expenditures.

The market value of the Units may deteriorate &gantly if the Fund is unable to continue to distite
cash to Unitholders at current distribution levels.

Nature of Units

The Units share certain attributes common to bqtlity securities and debt instruments. The Unitsiato
represent a direct investment in the businessédobr OCR and should not be viewed by investors as
direct securities of PE or OCR. The Units represefactional interest in the Fund. Unitholders
have the statutory rights normally associated witmership of shares of a corporation including, for
example, the right to bring oppression or deriatetions. The price per Unit is a function of eipated
distributable income, interest rates and otherofact

The Fund’'s primary assets are its 100% intereshennotes and units of WesternOne Equity Operating
Trust (the “Trust”). The Trust, in turn, is a lied partner in WesternOne Equity LP (the “LP”). Theis

a limited partner of PE, and PE is a limited parofeOCR. This structure was established to fatdithe
growth and acquisition objectives of the Fund. Phiee per Unit is, in part, a function of anticipdt
distributable income, distributions, as well as tt@nsolidated indebtedness, net of cash and cash
equivalents of the Fund including the net indeb¢sdrof PE and OCR. The price per Unit may also be a
function of interest rates or expected returns labkd, or perceived to be available, on alternative
investments.

Federal income tax changes

On June 22, 2007, the Parliament of Canada passedaw Bill C-52, an Act to implement certain
provisions of the federal budget tabled in Parliaimen March 19, 2007, which included legislation to
implement the proposal announced by the Ministdfioshnce on October 31, 2006 to tax certain publicl
traded trusts and partnerships on the taxablegomodi their distributions. As a result of the emaent of
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Bill C-52 commencing January 1, 2011 (subject togbalification below regarding the possible losthe
four year grandfathering period in the case of tienéxpansion”), the Fund will not be entitled talale
certain of its distributed income (referred to gecified income) and the Fund will be subject to a
distribution tax on the specified income at a sgecate estimated to be 29.5% for 2011 and 28.5%
thereafter.

The Fund may be subject to this distribution taxespect of a taxation year of the Fund commencing
earlier than January 1, 2011 if, prior to such gedite Fund engages in “undue expansion” as sehdbe
guidelines released by the Department of FinancBerember 15, 2006 and which was incorporated by
reference in Bill C-52.

The implementation of the legislation could have adverse effect on the Fund, its ability to pay
distributions and the market value of its units.

FINANCIAL INSTRUMENTS

The Fund’s operations are exposed to financiakriblat arise from fluctuations in interest ratestérms
of the credit facilities) and foreign exchange safm terms of U.S. dollar-denominated purchasasj
concentration of its business in the constructimustry.

Interest rate risk

Interest rate risk is the risk that the fair vatuefuture cash flows of a financial instrument Wiillctuate
because of changes in market interest rates.

The Fund’s operating loan and capital loans payabker interest at variable rates. The Fund has the
option to enter into fixed rate interest arrange@norder to reduce its exposure to interestmnake

The Fund's Series A Debentures bear a fixed inteags of 9% throughout the five-year term and thots
exposed to any interest rate risk.

Foreign exchange risk

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

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

As at December 31, 2007, the Fund’'s balance shetided $33,358 of accounts payable (2006 -
$38,013) and $15,034 of operating loan (2006 —)$Miich were U.S. currency denominated. The Fund
believes the amounts are immaterial for the Furlzetexposed to any substantial foreign exchangs. ris

The Fund does not use hold or issue financialunstnts for trading or speculative purposes. At Des
31, 2007 there were no foreign exchange contradttanding.
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Credit risk

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

The Fund is exposed to credit risk with respeats@ccounts receivable, particularly from custarier
the construction industry due to its concentratbbusiness in that sector. The Fund mitigatesigheby
means of a wide customer base in the construcsonedl as other sectors, in which there was nolesing
account receivable balance in excess of 10% oFtimel’'s consolidated accounts receivable balana as
December 31, 2007. In general, the Fund mitigdtesisk by following a program of credit evaluasaof
customers and limits the amount of credit exterwdeeh deemed necessary. The Fund maintains pravision
for potential credit losses, and historical logs@ge been within management’s expectations.

The Fund is exposed to credit risk with respeatsshort-term investments. The Fund mitigatesrisie
by only investing in money market securities (Gl@sd bankers’ acceptances) with major financial
institutions.

DISCLOSURE CONTROLS AND PROCEDURES

Disclosure controls and procedures are designeg@rovide reasonable assurance that all relevant
information is gathered and reported to senior mament, including the Chief Executive Officer and
Chief Financial Officer, on a timely basis so tlagdpropriate decisions can be made regarding public
disclosure.

INTERNAL CONTROL OVER FINANCIAL REPORTING

Management is responsible for designing such iateoontrols over financial reporting, to provide
reasonable assurance regarding the reliability iredntial reporting and the preparation of financial
statements for external purposes in accordanceGwhP.

No changes were made in the Fund's internal cowtret financial reporting during the three montid an
twelve month period ended December 31, 2007, tha¢ Imaterially affected, or are reasonably likely t
materially affect, the Fund’s internal control oWi@ancial reporting.

OUTLOOK

The information contained in this section is fordidwoking information. Please see “Forward-looking
Information” for a discussion of the risks and ut&iaties in connection with forward-looking infoation.

The Fund intends to continue to grow its cash tlowugh sustained growth in operating results. Fined
intends to leverage the scalability of its existinfyjastructure to continue to improve the utilizatof its
equipment fleet thereby generating increased dashviith minimal incremental investment. In additjo
following the acquisition of the assets of OCR ladd C&N Ltd., the Fund has integrated OCR and C&N
under a common management, focus and growth sgraf@jowing the success of the OCR acquisition
which has generated significant contributions te tund in 2007, the Fund intends to seek new
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acquisitions in expanding product and service bffgy to increase its market share both within artidide
British Columbia, as evidenced in the acquisitibnhe assets of Deerfoot. The Fund is actively ping
organic growth by hiring additional sales peopleirtorease sales of its equipment, parts and service
offerings, and evaluating the opening of new brasabr developing sub-dealer relationships as a snefan
expanding into further markets it does not curyesérvice.

The Fund continues to seek to acquire additionalnesses that will supplement existing or anti@gat
operations or which have complimentary product sexvice offerings as part of a disciplined acceetiv
acquisition program.

ADDITIONAL INFORMATION

Additional information relating to the Fund, inclnd the Fund’'s Annual Information Form and other
public filings, is available on SEDAR atww.sedar.conor on the Fund’s website atvw.weqg.ca

For more information, please contact:

Carlos Yam, Chief Financial Officer
WesternOne Equity Income Fund
Suite 910, 925 West Georgia Street
Vancouver, BC V6C 3L2

Phone: (604) 678-4042

E-mail: cyam@weq.ca

INVESTOR RELATIONS

For investor relations information, please contact:

Andrew Greig, Manager of Investor Relations
WesternOne Equity Income Fund

Suite 910, 925 West Georgia Street
Vancouver, BC V6C 3L2

Phone: (604) 678-4042

E-mail: agreig@weqg.ca

TRADING SYMBOLS
TSX Venture Exchange: WEQ.UN and WEQ.DB
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