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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 arebeptation of the accompanying financial statement
including responsibility for significant accountipgdgments and estimates in accordance with Canagiaerally
accepted accounting principles and ensuring thlainfdrmation in the annual report is consistenthwthe
statements. This responsibility includes selectappropriate accounting principles and methods, nating
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 antkdelaternal 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 responsita@l, and for recommending to the Board of Trusteespprove
the financial information included in the annuapog. The Audit Committee fulfils these responsikas by
reviewing the financial information prepared by ragament and discussing relevant matters with maneige
and external auditors. The Audit Committee is aksponsible for recommending the appointment offthied’s
external auditors.

KPMG LLP, an independent firm of Chartered Accomt$a has been appointed by the Audit Committeautbta
the financial statements and report directly toWmétholders; their report follows. The externad#ars have full
and free access to both the Audit Committee andagrament to discuss their audit findings.

March 13, 2009
“Darren Latoski”

Chief Executive Officer
WesternOne Equity Income Fund

WESTERNONE EQUITY INCOME FUND

Suite 910, 925 West Georgia Streefancouvere British Columbiae Canadas V6C 3L2 e Telephone (604) 678-4042Fax (604) 681-5969
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KPMG LLP Telephone  604-691-3000
Chartered Accountants Fax 604-691-3031
FO Box 10426 777 Dunsmuir Street Internet WWW.kpmMyg.ca
Vancouver BC V7Y 1K3

Canada

AUDITORS' REPORT TO THE UNITHOLDERS

We have audited the consolidated balance sheet of WesternOne Equity Income Fund as at December
31, 2008 and the consolidated statements of income and comprehensive income, unitholders’ equity
and cash flows for the year then ended. These financial statements are the responsibility of the
Fund's management. Our responsibility is to express an opinion on these financial statements based
on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the
financial position of the Fund as at December 31, 2008 and the results of its operations and its cash
flows for the year then ended in accordance with Canadian generally accepted accounting principles.

The financial statements as at and for the year ended December 31, 2007 were audited by another
firm of chartered accountants, who expressed an opinion without reservation on these statements in
their report dated January 31, 2008.

Chartered Accountants

L& 2P
e

Vancouver, Canada

February 27, 2009

KPMG LLP a Canadian mited liability par
member firm of KPMG Intern




WesternOne Equity Income Fund

CONSOLIDATED BALANCE SHEETS

As at As at
December 31, 2008 December 31, 2007
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 2,014,494 $ 5,514,594
Cash in trust - 2,015,000
Short term investments - 2,173,062
Accounts receivable 8,234,528 3,112,105
Inventories 1,701,980 1,340,213
Deposits and prepaid expenses 352,654 247,480
12,303,656 14,402,454
PROPERTY AND EQUIPMENT (Note 4) 35,495,003 19,758,705
INTANGIBLE ASSETS (Note 5) 28,224,196 13,510,782
GOODWILL (Note 6) 8,430,418 2,725,261
FUTURE INCOME TAXES (Note 10) 3,202,004 1,452,238
$ 87,655,277 $ 51,849,440
LIABILITIES AND UNITHOLDERS' EQUITY
CURRENT LIABILITIES
Operating loans (Note 7) $ 1,978,657 $ 1,515,432
Accounts payable and accrued liabili 4,189,30! 996,14«
Distributions payable 660,843 587,184
Current portion of equipment financing payable @8} 92,031 95,770
Current portion of capital leases payable (Note 14) 169,483 -
Current portion of mortgage payable (Note 9) 15,760 -
Unearned revenue 119,645 -
Capital and acquisition loans (Note 7) 35,747,115 4,338,128
42,972,839 7,532,658
EQUIPMENT FINANCING PAYABLE - NON-CURRENT (Note 8) 3429 106,652
CAPITAL LEASES PAYABLE (Note 14) 84,775 -
TERM MORTGAGE - NON-CURRENT (Note 9) 335,929 -
FINANCIAL DERIVATIVES (Note 7) 525,079 -
SERIES A DEBENTURES (Note 11) 8,343,855 8,238,358
52,357,906 15,877,668
UNITHOLDERS' EQUITY 35,297,371 35,971,772
$ 87,655,277 $ 51,849,440
COMMITMENTS (Note 13)
SUBSEQUENT EVENT (Note 21)
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 STATEMENTS OF UNITHOLDERS' EQUITY

Equity component

of convertible Total
Fund Units Contributed debentures Retained Unitholders'
(Note 12) Surplus (Note 11) earnings/(deficit) Equity
BALANCE, December 31, 2006 15,484,789 - 1,116,250 210,466 16,811,505
Adjustment to Fund Units and Cumulative earnings under
CICA Handbook sec 3855 (129,111) 52,525 (76,586)
Issuance of Units (net of issuance costs) 19,413,210 19,413,210
Net and Comprehensive 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 86,634 35,971,772
Issuance of Units (net of issuance costs) 5,053,816 (6,139) 5,047,677
Employee unit-based compensation for the period 24,926 24,926
Equity portion relating to issuance of Series A Debentures (17,541) (17,541)
Net and Comprehensive income for the period 1,479,365 1,479,365
Distributions declared (7,208,828) (7,208,828)
BALANCE, December 31, 2008 39,822,704 24,926 1,092,570 (5,642,829) 35,297,371

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 Year ended
December 31, 2008 December 31, 2007
REVENUE
Equipment rental $ 21,145,057 $ 13,662,608
Equipment sales 5,449,160 5,698,556
Fuel wholesale and distribution 3,584,227 -
Logistical support 1,783,879 1,364,481
Parts and service 5,382,466 1,562,274
Interest and other income 235,646 245,867
37,580,435 22,533,786
COST OF SALES
Equipment sold 4,652,025 4,772,182
Fuel wholesale and distribution 1,678,075 -
Commission 878,335 866,658
Re-rental 1,243,603 451,758
Parts and service 3,069,622 575,650
11,521,660 6,666,248
GROSS PROFIT 26,058,775 15,867,538
OPERATING EXPENSES
General and administrative 6,081,809 2,518,372
Freight 2,882,510 1,765,605
Service 3,141,005 2,309,763
Sales 2,407,455 985,997
Interest 2,392,914 1,403,214
Amortization and depreciation 5,064,549 2,802,432
Accretion of Series A Debentures 217,526 212,477
22,187,768 11,997,860
OTHER EXPENSES
Loss on derivatives (Note 7) 575,355 -
Impairment of equipment 237,205 -
Impairment of intangible assets 1,593,693 -
Impairment of goodwill 1,735,155 -
4,141,408 -
INCOME (LOSS) BEFORE PROVISION FOR INCOME TAXES (270,401) 3,869,678
FUTURE INCOME TAXES/(RECOVERIES) (1,749,766) (1,452,236)
NET AND COMPREHENSIVE INCOME $ 1,479,365 $ 5,321,914
Basic weighted average income per unit $ 012 $ 0.56
Diluted weighted average income per unit 0.12 0.53
Basic weighted average number of units outstanding 11,925,725 9,473,711
Diluted weighted average number of units outstanding 11,925,725 11,961,806

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

CONSOLIDATED STATEMENTSOF CASH FLOWS

Year ended
December 31, 2008

Year ended
December 31, 2007

OPERATING ACTIVITIES

Net Income 1,479,365 5,321,914
Items not affecting cash -
Amortization of property and equipment 2,568,327 1,395,445
Amortization of intangible assets 2,496,222 1,406,987
Interest expense relating to amortization of transaction costs 213,221 156,084
Accretion of Series A Debentures 217,526 212,477
Future income taxes/(recoveries) (1,749,766) (1,452,236)
Loss on derivatives 525,079 -
Unit-based compensation 24,926 -
Writedown of fixed assets 237,205 -
Writedown of intangible assets 1,593,693 -
Writedown of goodwill 1,735,155 -
Gain on sale of property and equipment (172,646) (328,544)
9,168,307 6,712,127
Changes in non-cash working capital balances -
Accounts receivable (1,825,900) 45,533
Inventories 268,007 (193,439)
Deposits and prepaid expenses 17,744 62,103
Cash held in trust 2,015,000 (2,015,000)
Accounts payable and accrued liabilities 1,651,400 228,693
Unearned Revenue 119,645 -
11,414,203 4,840,017
INVESTING ACTIVITIES
Sale/(Purchase) of short term investments 2,173,062 (948,119)
Purchase of property and egquipment (9,522,429) (6,250,390)
Proceeds from the sale of property and equipment 1,780,933 2,382,130
Acquisitions (Note 15) (38,639,487) (8,410,588)
(44,207,921) (13,226,967)
FINANCING ACTIVITIES
Distributions paid (7,135,169) (5,300,818)
Unitsissued for cash (net of expenses) 4,139,816 19,413,210
Debentures issued for cash (net of expenses) 115,900 -
Proceeds from term mortgage payable 349,902 -
Proceeds from/(repayment of) loans payable 31,823,169 (598,245)
29,293,618 13,514,147
NET CHANGE IN CASH AND EQUIVALENTS DURING THE YEAR (3,500,100) 5,127,197
CASH AND EQUIVALENTS, BEGINNING OF YEAR 5,514,594 387,397
CASH AND EQUIVALENTS, END OF YEAR 2,014,494 $ 5,514,594
Supplemental cash flow information:
Interest received 131,941 180,175
Interest paid 2,229,968 1,218,102
Conversion of convertible debentures into fund units 414,000 -
Exchangeabl e Units issued upon acquisition 500,000 -
Fund Units issued upon acquisition - 450,000
Assets under capital lease 254,258 -

See accompanying Notes to the Consolidated Financial Statements
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Wester nOne Equity Income Fund

Notes to the Consolidated Financial Statements
December 31, 2008

1. ORGANIZATION AND NATURE OF OPERATIONS

WesternOne Equity Income Fund (the “Fund”) is amaoorporated, open-ended, limited purpose trust
created on June 14, 2006 and governed by the déolarof trust governed by the laws of British
Columbia. The Fund is authorized to issue an umdéichnumber of units (“Units”) and special voting
units. Each holder of a unit of the Fund (“Unithel§ participates pro rata in any distribution bkt
Fund. The Fund was initially established to indiyeacquire the assets of Production Equipment &ent
Company and such other investments as the trusfetbe Fund (the “Trustees”) may determine. The
Fund commenced operations on August 15, 2006 wherompleted its initial public offering (the
“Offering”).

Through its indirectly owned subsidiaries, the Fapérates equipment rental, sale and service, weid f
wholesale and distribution businesses in Britisfubia and Alberta.

2. ADOPTION OF NEW ACCOUNTING STANDARDS

Effective January 1, 2008, the Fund adopted tHewiihg accounting standards:

a)

b)

c)

CICA HB Section 1400 — Going Concern

In June 2007, Section 1400 was amended to incladairements for management to assess and
disclose an entity’'s ability to continue as a goaogcern. This section applies to interim and ahnua
periods beginning on or after January 1, 2008. tABexember 31, 2008 the principal lender of the
Fund (the “Bank”) advanced $35,747,115 of capitad acquisition loans to the Fund to continue its
strategic growth initiatives through business asijons and expansion of rental fleet. The capital
and acquisition loans, as described in detail ite Mo are repayable on demand by the Bank. While
management believes the acquisitions and capitaralitures will continue to generate significant
revenue and earnings growth as the Fund benefiisn fiVestern Canada’s construction and
infrastructure sectors, the success of the Fun@raipon the ongoing financial support from the
Bank, by allowing the Fund to service its debt galions based on existing repayment schedules. As
at December 31, 2008, the Fund was in compliantte ai bank covenants.

The accompanying consolidated financial statembiatge been prepared assuming the Fund will
continue as a going concern, which contemplatesréaézation of assets and the satisfaction of
liabilities in the normal course of business.

CICA HB Section 1535 — Capital Disclosures

Effective January 1, 2008, the Fund adopted themerendation of Canadian Institute of Chartered
Accountants ("CICA") Handbook Section 1535 that cHipes the disclosure of: (i) an entity's
objectives, policies and processes for managingtatalfii) quantitative data about what the entity
regards as capital; (iii) whether the entity hampled with any established capital requirements;
and, (iv) if it has not complied, the consequencksuch non-compliance. The disclosures are
provided in note 16.

CICA HB Section 3031 - Inventories

This section requires inventory to be measurechatlower of cost and net realizable value. This
standard provides additional guidance on the tghests that can be capitalized and requires the
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Wester nOne Equity Income Fund

Notes to the Consolidated Financial Statements
December 31, 2008

reversal and disclosure of previous inventory writevns if economic circumstances have changed to
support higher inventory values. The adoption & gtandard did not have any impact on the Fund’s
consolidated financial statements.

d) CICA HB Section 3862 and 3863 — Financial InstruteenDisclosures and Presentation

The Fund has also adopted CICA Handbook Sectioi? Zthd 3863, which replace Handbook
Section 3861, Financial Instruments - Disclosure and Presentdtioevising and enhancing its
disclosure requirements, and carrying forward itespntation requirements. These new sections
place increased emphasis on disclosures aboutatugenand extent of risks arising from financial
instruments and how the entity manages these ribke. disclosures are provided in note 17.

e) Future accounting changes

In February 2008, the CICA issued Handbook Seci@®4, "Goodwill and intangible assets," which

replaces the existing standards. This revised arah@stablishes guidance for the recognition,
measurement and disclosure of goodwill and intdeg#mssets, including internally generated
intangible assets. This standard is effective 0 The Fund is currently evaluating the impact of
adopting this standard on its consolidated findrat@tements.

In February 2008, the Accounting Standards Boardicoed the date of changeover from GAAP to
International Financial Reporting Standards (“IFRSCanadian publicly accountable enterprises
must adopt IFRS for their interim and annual finahstatements relating to fiscal years beginning
on or after January 1, 2011. The Fund is curred#yeloping its IFRS conversion plan and
evaluating the effect of the new standards ondissolidated financial statements.

3. SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements are prdpaneler Canadian generally accepted accounting
principles and are stated in Canadian dollars. Himel has consolidated the assets, liabilitieseauty

of all subsidiaries after the elimination of inemtity transactions and balances. The consolidated
financial statements include the accounts of thediFand its wholly owned subsidiaries, WesternOne
Equity GP Inc. and WesternOne Equity Operating fTritiese two subsidiaries in turn include the
accounts of their subsidiaries, WesternOne Equiy WEQ Production Equipment GP Inc., WEQ
Production Equipment LP, WEQ OIld Country Rentals I8, WEQ OIld Country Rentals LP, WEQ
C&N Rentals GP Inc., WEQ C&N Rentals LP, WEQ DeetfRentals GP Inc., WEQ Deerfoot Rentals
LP, WEQ Heat & Propane GP Inc., and WEQ Heat & BnapLP.

Certain comparative figures have been reclasstfiedonform with presentation adopted in the current
year.

(&) Financial Instruments

The Fund’s financial assets and financial liakgbtiare initially recognized at their fair value and
their subsequent measurement is dependent ondhssification or designation as described below.
Their classification or designation depends onphepose for which the financial instruments were
acquired or issued and their characteristics. FKi@himstruments classified or designated as hald f
trading are measured at fair value with gains @sdds recognized in net income. Available-for-sale
financial instruments are measured at fair valu#) wnrealized gains and losses recognized in other
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Wester nOne Equity Income Fund

Notes to the Consolidated Financial Statements
December 31, 2008

comprehensive income. Financial instruments cliassifis held-to-maturity, loans and receivables,
and other liabilities are measured at amortizedl cos

The following is a summary of each significant gatg of financial instruments outstanding
as at December 31, 2008:

Cash and cash equivalents.................coueummn. Held-for-trading
Short term investments ..........cccccovviiieeeecne. Held-for-trading
Financial derivatives* ............cccccoeiiicceeeennn. Held-for-trading
Accounts receivable ... Loans and receivables
Operating [0ans .........ccccoeeiiiiiiiiiiieeecceeen, Other liabilities
Accounts payable and accrued liabilities .......... Other liabilities
Distributions payable ............ccccooiiiiice. Other liabilities
Capital and acquisition loans .............ccc...... Other liabilities
Equipment financing payable....................... Other liabilities
Mortgage payable ...........ccccoeiiiiiiiiiii Other liabilities
Series A debentures .........cccviiiiiiiiee e Other liabilities

* These derivative instruments have not been dasighas hedges for accounting purposes
and are fair valued on a quarterly basis

Transaction costs that are directly attributabletite acquisition or issue of a financial asset or
financial liability are netted against the fair walof the financial instrument on initial recogaiti
with the exception of transaction costs relatefirtancial instruments that are classified as held f
trading. These transaction costs are then amortizedthe expected life of the financial instrument
using the effective interest method (“EIM”). TranBan costs related to held for trading financial
instruments are expensed as incurred.

(b) Measurement uncertainty

The preparation of financial statements in confoynith 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 perodas requiring significant management
estimates include the valuation, impairment anduli$iée of intangible assets, goodwill and propert
and equipment, valuation of future income taxes] &air values of financial instruments. These
estimates are reviewed periodically (at least alyjuand, as adjustments become necessary, they are
reported in earnings in the period in which thegdmee known.

Other areas requiring the use of management esttnmatlude the accrual of unbilled revenue at year
end, and the valuation of accounts receivable andce parts inventory.

Changes to the underling assumptions and estinoatésgislative 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.
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Wester nOne Equity Income Fund

Notes to the Consolidated Financial Statements
December 31, 2008

(d)

(€)

(f)

(@)

(h)

Service revenue, comprised of the sale of partsegiugoment servicing, is recognized when the parts
are delivered, the related services have been retdand collectability is reasonably assured.

Revenue from fuel wholesale and distribution igetzed at the time when the fuel is delivered, the
related services have been rendered, and colléttabireasonably 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.

Cash and cash equivalents
Cash and cash equivalents consist of cash on hadhdbank balances, plus short term investments

with stated maturity dates of less than 90 daysriSlerm investments in this category are valued at
market value at the year end.

Cash held in trust

Cash held in trust consists of cash paid into amogsaccount, pursuant to the completion of the
acquisition of the assets of C&N Motors Ltd. onuary 1, 2008. (see note 15 - Acquisitions)

Short term investments
Short term investments consist of guaranteed imast certificates (“GICs”) with stated maturity

dates of between 90 days and one year at the pelarTese amounts may be converted to cash at
any time prior to maturity.

Inventories

New and used equipment inventories are recordédealower of cost and net realizable value, with
cost determined on a specific item basis. New ased uvequipment inventory write-downs are
included in cost of sales.

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

Property and equipment

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

Rental fleet * ..o e 1Gaye

Tractors and trailers. ... 7 years
Furniture, fixtures and equipMeNt ............ccovvviiiiinieeiiiiiineeeeeeenn, 5 years
Computer equipment and software............ccceeeeveiiiiiiiiiiinneees 5 years
Leasehold improvements ............... lesser yd#drs and the initial term of the lease

*net of estimated salvage value.
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Wester nOne Equity Income Fund

Notes to the Consolidated Financial Statements
December 31, 2008

()

(k)

Amortization commences in the month in which thHatesl assets are acquired, and therefore there is
no reduction in the rate for the year of acquisitio

Management reviews these assets for impairment eveerchanges in circumstances indicate that
the carrying amount of an asset may not be recbhlefiom expected undiscounted future cash flows
from their expected use and eventual dispositibisu¢h assets are considered to be impaired, the
impairment to be recognized is measured as the @immyuwhich the carrying amount of the assets
exceeds their estimated fair value. Any impairmenihcluded in income for the period in which the
impairment is recognized.

Intangible assets

Identifiable intangible assets are recorded at, dess any provision for permanent impairment. The
Fund does not amortize its intangible assets wittheterminable lives. The Fund amortizes its
intangible assets with determinable lives overrthstimated useful lives on a straight-line basis:

Customer relationShips ......ooooeuviiiiiiiieeee e 10 years
Non-competition agreemMEeNts .............coee e e eeeeerieeeeeeiinnnns 3 years
Franchise Agreements.........oouuii i 12 years
Brand NaAmMEe .......oooiiiiiiiiii e nil
Supplier agrEeemMENTS. ......ccuvuuiiiiiiii e et nil

Management reviews intangible assets with defifiites for impairment whenever changes in

circumstances indicate the carrying amount of asetamay not be recoverable from expected
undiscounted future cash flows from their expectesg and eventual disposition. Management
reviews intangible assets with definite lives fanpairment at least annually. If such assets are
considered impaired, the impairment to be recoghizemeasured as the amount by which the
carrying amount of the assets exceed their estin#d@ 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 write-downs for impairment.
Goodwill is not amortized and is reviewed for inpaént at least annually or whenever events or
changes in circumstances indicate that the cargingunt may be impaired. Goodwill impairment is
assessed based on a comparison of the fair valaeegorting unit to the underlying carrying value
of the reporting unit’'s net assets, including goiiduf goodwill is considered to be impaired, the
impairment to be recognized is measured as the mimoy which the carrying amount of the
goodwill exceeds its estimated fair value.

Foreign currency translation

Assets bought and sold during the period and ticioses relating to income in foreign currencies are
translated into Canadian dollars at the rate iacefat the time of the related transaction. Monetar
assets and liabilities in foreign currencies atdlose of the year are translated into Canadialadol
at the rate prevailing at the year-end.
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Wester nOne Equity Income Fund

Notes to the Consolidated Financial Statements
December 31, 2008

()

Foreign exchange gains or losses arise from revgrtle 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.

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 current incoragds.

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 ddatexdhbased 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 G927.
for 2011 and 25.5% 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 periodluigd 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 11jaariie exercise of the Agents’ Options (note 12).
The impact of the conversion feature is calculatsihg the if-converted method, and the impact of
the Agents’ Options is calculated using the treastock 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, @ubj@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 thesltioids 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, 2008, the Compensadmmittee approved $Nif LTIP (2007 -
$Nil).

CICA HB Section 3870 — Unit-based CompensationQ@iter Unit-based Payments

The Fund grants Unit options to directors, trustees employees pursuant to a Unit-based
compensation plan described in Note 19. Compemnsatipense is recorded for Unit options issued to
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Wester nOne Equity Income Fund

Notes to the Consolidated Financial Statements
December 31, 2008

employees using the fair value method with a cpeding increase in contributed surplus. Any
consideration received on exercise of options erpilrchase of Units is credited to fund units.

Under the fair value based method, Unit based paigrmaade to employees are measured at the grant
date and amortized on a straight-line basis owenésting period of the options.

4. PROPERTY AND EQUIPMENT

December 31, 2008
Accumulated Net Book

Cost Amortization Value

Rental fleet $ 35,501,921 $ 3,618,163 $ 31,883,758
Building 126,888 6,149 120,739
Land 481,133 - 481,133
Tractors and trailers 1,707,350 181,306 1,526,044
Furniture, fixtures and equipment 1,093,185 99,146 994,039
Computer equipment and software 311,871 63,491 3308,
Leasehold improvements 311,167 70,257 240,910

$ 39,533,515 $ 4,038,512% 35,495,003

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

At December 31, 2008 the Fund performed an impaitrtest of its property and equipment. As a result
of these tests, $237,205 of rental fleet was degmbéd impaired.

5. INTANGIBLE ASSETS

December 31, 2008
Accumulated Net Book

Cost Amortization Value
Customer relationships $ 27,517,223 $ 3,828,4%1 23,688,729
Brand name 782,017 - 782,017
Franchise Agreements 1,164,448 84,908 1,079,540
Non-competition agreements 3,064,417 390,507 29813,

$ 32,528,105 $ 4,303,909 $ 28,224,196
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December 31, 2007
Accumulated Net Book

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

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

At December 31, 2008 the Fund performed an impaitrtest of its intangible assets. As a resulhete
tests, $225,887 of customer relationships, $999,88rand name, $72,035 of non-competition
agreements and $296,423 of supplier agreementsdeeraed to be impaired and the cost amounts have
been written down to nil.

The circumstance that led to the impairment of braames is the fact that the Fund has stopped using
certain brand names which were acquired in the. past circumstances that led to the impairment of

customer relationships, non-competition agreementd, supplier agreements are similar to those which

led to the impairment of Goodwill as described iotéN6, below.

6. GOODWILL

December 31, 2008 December 31, 2007
Net Book Net Book
Cost Write down Value Cost Write down Value
$ 10,165,573 $ 1,735,155 $ 8,430,418 $2,725,261 $Nil $ 2,725,261

The additions to Goodwill between December 31, 2808 December 31, 2007 represent the addition of
further costs associated with the acquisition dfibesses (see note 15).

At December 31, 2008 the Fund performed an impaitntest of intangible assets and goodwill to
compare its carrying value to fair value, using tligcounted cash flow approach. The test requined t
fair value to be allocated to each individual asset liability, as it would be in a business conalion for
each business that the Fund had previously acquiier performing this allocation the fair valué o
each individual asset and liability was comparedht® respective carrying value, and accordingly the
difference of $1,735,155 of goodwill was deemebteéampaired.

The circumstance that led to the impairment of gelbdis the current economic slowdown. The
contributing factor is the reduced pace of growthhe construction industry in Western Canada, wisc
expected to put pressure on cash flow from futgremment rental and related revenues.

In determining fair value management relied on anber of factors including forecasted operating
results, business plans, anticipated future cashwsfland marketplace data. There are inherent
uncertainties related to these factors and managg&sng@dgment in applying them to the analysis of
goodwill impairment.
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7. CREDIT FACILITIES

The Fund’s credit facilities consist of the followi:

December 31, 2008

December 31, 2007

Approved QOutstanding Outstanding
Operating loans $ 4,750,000 $ 1,978,657 1$515,432
Capital loans:
Non-revolving 2,519,830 2,519,830 2,937,554
Revolving: 9,000,000
Loan #1 1,244,185 1,400,574
Loan #2 510,144 -
Loan #3 766,327 -
Loan #4 1,440,668 -
Loan #5 740,794 -
Loan #6 1,880,233 -
Other Loans 878,411 -
11,519,830 9,980,592 4,338,128
Acquisition loans: 25,766,523
Loan #1 8,614,683 -
Loan #2 12,551,840 -
Loan #3 4,600,000 -
25,766,523 25,766,523 -
Capital and Acquisition loans 37,286,353 35,745,11 4,338,128
Total Credit Facilities $ 42,036,353 $ 37,7727 5,853,560

The following table illustrates the funding datesaturity dates and

2008 for the Capital and Acquisition Loans desatihbove:

interest rates as at Decemher 3

Loan Funding Date Maturity Date Interest Rate at.[3d, 2008
Non-Revolving August 14, 2006 August 13, 2011 4.70%
Revolving:
Loan #1 August 14, 2006 August 13, 2011 4.70%
Loan #2 April 9, 2008 April 8, 2013 4.70%
Loan #3 May 27, 2008 May 26, 2013 4.70%
Loan #4 July 18, 2008 July 17, 2013 4.70%
Loan #5 September 26, 2008 September 25, 2013 09%4.7
Loan #6 October 22, 2008 October 21, 2013 4.70%
Acquisition Loans:
Loan #1 February 15, 2008 February 14, 2013 5.00%
Loan #2 October 1, 2008 September 30, 2013 5.00%
Loan #3 December 31, 2008 December 30, 2010 5.00%

A single Canadian chartered bank (the “Bank”) haslenthe above credit facilities, available to vasio
entities indirectly owned by the Fund to financey-tizday operations, capital expenditures, and

acquisitions.

The Bank has provided the operating loans paygtbe ulemand. The operating loans are at the Bank’s
prime rate plus 1% and are secured by 50% of imwvgnand 75% of acceptable (as defined in the
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operating loan agreement) accounts receivable, snimiority claims. The operating loan has no stated
maturity date.

The capital and acquisition loans are repayablel@nand, and unless and until demanded in monthly
installments with interest, at the Fund'’s optionthee Bank’s prime rate plus a range of 1.2% t&4,.br

a stamping fee with a range of 2.7% to 3.0% abtne Bank’s banker’'s acceptance rate. The non-
revolving capital loan, unless repaid on demanth&éBank, shall be repaid in full by August 13, 201
The revolving capital and acquisition loans, unleggid on demand to the Bank, shall be repaidilin f
on the fifth anniversary of the date of such adeantade. The costs of obtaining the capital and
acquisition loans are being amortized over the $eonhthe respective loan, resulting in an effective
interest rate at December 31, 2008 of 4.97% (20006%) for the capital loans and 5.30% (2007 } nil
for the acquisition loans.

On July 2, 2008, the Fund entered into an interest swap with the Bank. The swap has a three-year
term, a notional value of $9,312,000 at the comraerant of the swap, and a fixed rate of 4.08% plus a
stamping fee of 3.0% as at December 31, 2008. Timel Ras not applied hedge accounting to this swap,
and as a result recorded a financial derivativbilltg of $525,079 at December 31, 2008. The Fund
marks the value of this derivative to market evgugrter, and any resulting gains/losses are redarde
net income.

On December 31, 2008 the Fund amended its credlititss with the Bank. Under the amended terms the
capital and acquisition loans entailed interesthatFund’s option, at the Bank’s prime rate plusge

of 1.2% to 1.5%, or a stamping fee with a rang2.@f6 to 3.0% above the Bank’s banker’s acceptance
rate. The covenants were also amended to excledetio of debt to tangible net worth, set the miam
current ratio of 1.25 to 1.0 for periods subsequentthe year ended December 31, 2008, restrict
distribution to Unitholders and future acquisitiowghout the prior written consent of the Bank, and
repay $4,600,000 in full by December 30, 2010.

The fair value of debt was determined using theadisted cash flow forecast (“DCF”), at an appragria
market discount rate as at December 31, 2008. dinedlue of the interest rate swap was determbyed
discounting the future expected net cash flow$effixed and variable interest payments using obsbe
market data.

The credit facilities have covenants specifying iaimum current ratio of 1.15 to 1.0 for the yeaded
December 31, 2008 and 1.25 to 1.0 thereafter, amem funded debt to earnings (as defined in the
credit agreement) ratio of 3.0 to 1.0, a minimunbtdservice coverage ratio of 1.25 to 1.0, and a
restriction on distributions to Unitholders anduftg acquisitions without the prior written consehthe
Bank. For purposes of calculating the currentore26% of the capital and acquisition loans thatdue
within one year are included in current liabilitieAs at December 31, 2008 the Fund was in comgdian
with all bank covenants.

A general security agreement providing a charge @k assets of the Fund has been provided as
collateral to the Bank.
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Assuming that the contractual requirements of #ygtal and acquisition loans are met, and the deman
feature is not exercised by the Bank, the minimuinggpal repayments required are as follows:

2009 L. $ 4,79992

2000 .o 8,51%01
2001 o 6,58213
2002 o 4,23806
2003 e 11,8710
36,005,305

Balance of transaction costs to amortize ............cccccceeeee (258,190)
$ 35,747,115

8. EQUIPMENT FINANCING PAYABLE

The Fund, through its wholly-owned indirect subsidds, arranged for equipment financing relating to
rental equipment and operating assets. The equipfireancing payable amounts require monthly
payments, at interest rates of up to 3.9% per an@amth have maturity dates ranging to December, 2011
The current and non-current portions of the totakg payments are as follows:

2009 L. $ 92,031
2000 . 67,896
2001 e 27,864
Total gross PaymMent ........oocieuiuiiiiieiicee e 187,791
Less: Imputed INterest ..........i i, (381
187,460
Less: Current Portion ...........oooeieiuuicocee e, (92,081
NON-CUIMTENT POFION .....enieiiiiii et $ 95,429

The fair value of equipment financing payable is materially different from its carrying value.

A security agreement providing a charge over thépgent specifically relating to the financing abov
has been provided as collateral to the financimgpamy.

As at December 31, 2008, the net book value of rérgal equipment and operating assets under
equipment financing was $250,708.

9. TERM MORTGAGE

The Fund has obtained, through a wholly-owned sdisubsidiary, a term mortgage, during 2008. The
initial term of this mortgage is 4 years, and isnjeamortized over a period of 15 years. The fixed
nominal interest rate of the mortgage is 6.5%, thedeffective interest rate, including the amotiara of
transaction costs is 7.37%. This mortgage conseisbdended principal and interest payments. At th
end of the initial four-year term (April 11, 2012% principal amount of $303,349 will remain
outstanding. A general security agreement progidencharge over all assets of the Fund has been
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provided as collateral to the lending institutidihe minimum principal payments of the initial teoh
this mortgage are as illustrated:

2009 L. $ 15,760

2000 .o 16,815

2001 e 17,941

2002 e 309,574
360,090

Balance of transaction costs to amortize ............cccccceeeee (8,401)
351,689

Less current POrtion ............ooeeiieuun oo (15,760)
$ 335,929

As at December 31, 2008 the market rate of the gage payable was 6.5%, the same as the nominal
rate. Therefore, the fair value of the mortgageabbeyis the same as the carrying value.

10. FUTURE INCOME TAXES

The reconciliation to statutory tax rate is asdioft:

December 31, 2008 December 31, 2007
Earnings/(loss) before taxes $ (270,401) $3,869,678
Statutory tax rate 30.25% 34.12%
Expected tax expense/(recovery) $ (81,796) % 1,320,334
Current year’s loss/(income) not deductible/taxable 81,796 (1,320,334)
for tax purposes
Impact of rate changes on future income taxes 0D45,0 -
Increase in future income tax recovery resulting
from a change during the period in temporary
differences expected to reverse after 2010 (1,8%4,7 (1,452,238)
Future income tax recovery (1,749,766) (1,452,238)

The temporary differences comprising the futureoine tax asset/(liability) are estimated as follows:

December 31, 2008 December 31, 2007

Future income tax asset/(liability):

Issue costs $ (1,845) $ 423,249
Intangible assets 2,156,169 895,849
Property, plant and equipment 1,065,778 147,817
Others (18,098) (14,677)

$ 3,202,004 $ 1,452,23€

11. SERIESA 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.
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At maturity the Fund shall repay the outstandinigg@pal amount of the Series A Debentures, along wi
any accrued or unpaid interest. At any time aftegést 15, 2008, the Fund may redeem the Series A
Debentures at a price equal to the principal amdlieteof plus accrued and unpaid interest up to but
excluding the date of redemption.

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, subject to anti-dilution provisions

As required by Canadian GAAP, the Fund separatedi#iility and equity component of the Series A
Debentures. Proceeds from the issuance of thesSAriBebentures were allocated to the equity and
liability components of the Debentures using thedweal method. The fair value of the equity compadne
was determined using the Black-Scholes pricing mddee difference between the proceeds received and
the fair value of the equity component calculatedh& date of issuance was allocated as the ligbili
component. The liability component will be accretketbugh the term of the Series A Debentures thtoug
the recording of an accretion expense using thextffe interest method, until such date if or wiadin
underlying Series A Debentures are converted initsu

Cash financing costs in the amount of $1,060,332ewacurred in the issuance of the Series A
Debentures. The financing costs were netted ag#iesSeries A Debentures and amortized the using
effective interest method. The effective interederas at December 31, 2008 was 15.0% (2007 — 15.0%

The following summarizes the face and carrying ®adtithe liability and equity component of the $eri
A Debentures at December 31, 2007 and Decemb&(0BB;

Liability Equity
Component Component

Face Value Carrying Value Carrying Value
Balance as at December 31, 2007 $ 10,000,000 238858 $ 1,116,250
Conversion to Units on May 30, 2008 (20,000) (17)76 (2,233)
Conversion to Units on July 11, 2008 (15,000) (28)3 (1,675)
Conversion to Units on July 22, 2008 (20,000) (&7)7 (2,233)
Exercise of Agents’ Options on July 30, 2008 118,90 93,367 22,533
Conversion to Units on October 30, 2008 (159,000) 141(252) (17,748)
Conversion to Units on November 26, 2008 (200,000) (177,676) (22,324)
Amortization and Accretion 379,917
Balance as at December 31, 2008 $ 9,701,900 3843®/55 $ 1,092,570

At closing of the Offering, the Fund granted themtg an option to purchase a certain principal rermb
of Series A Debentures equal to 5% of the princgrabunt of Series A Debentures under the Offering.
The price to purchase the Series A Debentures uhdehgents’ Options was equal to the price under t
Offering, which was $100 per Series A Debenturee Blgents’ Options will expire on August 14, 2009.
As at December 31, 2008, the Fund had 3,841 of Agelmts’ Options unexercised.

The Series A Debentures rank senior to the Uniasi passu in all respects with any other Series A
Debentures issued from time to time, and are suhatrel to senior security and permitted encumbrances

The fair value of Series A Debentures, which waermieined using the closing price at the Torontalsto
Exchange as at December 31, 2008, was $7,955,888 (2$10,275,000 for all outstanding debentures).
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12. FUND UNITS

An unlimited number of Units may be created andiegsby the Fund pursuant to the Declaration of
Trust. Each Unit is transferable and representscaral undivided beneficial interest in any disttibos
from the Fund. The Units are not subject to futakls or assessments, and entitle the Unitholdeneof

to one vote at all meetings of voting Unitholdérke Units are redeemable at any time on demantey t
holders thereof, subject to certain terms and c¢mm.

The following summarizes changes to the Fund’s 4Jioit the year ended December 31, 2007 and 2008:

Fund Units* Fund Units Exchangeable Units

Outstandin Outstanding
g

Balance as at December 31, 2006 $ 15,484,789 10M30 -

Adjustment to Fund Units under CICA HB (129,111) -

Sec. 3855

Issuance of Units from offering 19,383,023 5,328,00

Issuance of Units from exercise of Agents’ 30,187 8,625

Options
Balance as at December 31, 2007 $ 34,768,888 43575 -

Issuance of Units from offering 3,955,274 1,322,500

Issuance of Units from exercise of Agents’ 171,780 49,080

Options

Issuance of Units from conversion of Series A 426,762 101,610

Debentures

Issuance of exchangeable unitst 500,000 - 125,000
Balance as at December 31, 2008 $ 39,822,704 18B@5 125,000

*  Amounts are net of transaction costs where appl&

T On February 15, 2008, pursuant to the acquisifdhe assets of Deerfoot (see note 15), DeetfBot
an indirect subsidiary of the Fund, issued 125,80¢hangeable units (“Exchangeable LP Units”) at
$4.00 per unit for net proceeds of $500,000. Uniker terms of the exchange agreement dated
February 15, 2008, the Exchangeable LP Units angeastible to Units of the Fund on a one-for-one
basis at the option of the holder. The ExchangehBldJnits do not have voting rights, but have
economic rights equivalent to the Fund’s Units.

During the period from the creation of the Fund Jame 14, 2006 to December 31, 2008, a total of
13,216,865 Units and 125,000 Exchangeable LP Umése issued for $44,062,653 excluding offering
costs.

On December 23, 2008, the Fund issued 1,322,506s,Uncluding the exercise of an over-allotment
option of 172,500 Units, for net proceeds of $3,2%8 after deducting expenses of $673,476. Afrups
of the Offering, the Fund granted the agents amogtAgents’ Options”) to purchase a certain numbe
of Units equal to 5% of the Units issued under @fiering. The price to purchase the Units was etmal
the price under the Offering, which was $3.50 paitUThe Agents’ Options will expire on August 14,
2009. As at December 31, 2008, the fund had 1700866ch Agents’ Options unexercised.
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13. COMMITMENTS
(@) Minimum operating lease commitments
The Fund, through its indirectly owned subsidigriess entered into operating lease agreements for

its operating assets. The leases require monthisn@ats, and have maturity dates ranging from
June, 2009 to August, 2014. The minimum operati#ageé commitments, over the next five years, are

as follows:
2009 e ———————— $ 632,816
2000 i ———————— 542,761
2000 e ———————— 343,502
2002 e ————————— 208,575
2003 e ———————— 76,113
TREIEAMEL .iviiii e e s 25,751

(b) Minimum rental commitments

The Fund, through its indirectly owned subsidigrtess the following minimum rental commitments
for premises over the next five years:

2009 e ————————————— $ 1,308;1
2000 i ———————— 1,29595
2000 i ———————— 1,24%73
2002 e —————————— 1,112829
2003 e ————————— 900,693
TREIEAMEL o.eeiii i e e 3,703,422

The Fund periodically rents temporary space onsarequired basis.

14. CAPITAL LEASES

The Fund, through one of its indirectly owned sdiasies, has entered into a capital lease agreefoent
assets that are part of the rental fleet. Theeledl conclude with the final payment in June 2040
which point the option exists to acquire the asfatsas sum of $250. The assets are being amortized
consistent with the fund’s amortization policy (sege 3). Minimum lease payments for the lease are
$169,483 in 2009 and $84,775 thereafter. As ofebdwer 31, 2008, the assets had a book value of
$254,258, and accumulated amortization of $1,589.

15. ACQUISITIONS

On June 1, 2007, pursuant to an acquisition agneedated 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.
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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:
Customer relationships 1,032,904
Brand name 286,348
Distributorship agreement 28,423
Non-compete agreements 118,595
Goodwill 2,725,261
$ 8,410,588
Cash position at acquisition 1,200
$ 8,411,788
Consideration:
Cash $ 7,635,241
Issuance of units (150,000 units @ $3.00AUnit 450,000
Assumption of equipment financing payable 6,588
Direct acquisition costs 159,999
$ 8,411,788

On January 1, 2008, pursuant to an acquisitioneageat dated December 21, 2007, WEQ C&N Rentals
LP (“C&N LP"), a limited partnership establishedder the laws of Manitoba on August 27, 2007, and an
indirect subsidiary of the Fund, purchased thetasfeC&N Motors Ltd. (“C&N”) from the shareholders
of C&N.

The purchase price was paid in cash, and the atiqmisvas accounted for using the purchase method.
The allocation of the purchase price to the eseéh&ir value of the net assets acquired is asvist|

Allocation of purchase price:

Accounts receivable, net $ 219,403
Inventories 203,284
Prepaids 16,941
Accounts payable (125,401)
Property and equipment 1,097,002
Intangible assets:

Customer relationships 263,974

Non-compete agreements 99,676
Goodwill 560,922

$ 2,335,801

Cash position at acquisition 600

$ 2,336,401

Consideration:

Cash $ 2,216,430
Direct acquisition costs 119,971

$ 2,336,401
Note - For the purposes of the Consolidated Statesnef Cash Flows, the investment has been
recorded as the net of the consideration of $248R6less the cash position at acquisition of $600.
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Pursuant to the acquisition agreement dated Deae1he2007, an additional $300,000 (the “Earnout
Provision”) may be paid out to the shareholder€&N, subject to completion of financial statemefuis
C&N LP for the years ended December 31, 2008 anzeimber 31, 2009 with earnings achieved above a
certain threshold that was agreed upon by bothgzarmNo earnout provision has been recognized én th

purchase price above, or in the Fund’s consolidtethcial statements for the year ended Decembger 3
2008.

On February 15, 2008, pursuant to the acquisitgre@ement dated February 14, 2008, WEQ Deerfoot
Rentals LP (“Deerfoot LP”), a limited partnershigtablished under the laws of Manitoba on January 25
2008, and an indirect subsidiary of the Fund, paseld the assets of Deerfoot Equipment Rental Inc.
(“Deerfoot”) from the shareholders of Deerfoot.

The purchase price was paid in a combination di eamsl through issuance of 125,000 Exchangeable LP
Units (see note 12). The acquisition was accoufdedsing the purchase method. The allocation ef th
purchase price to the estimated fair value of #teasgsets acquired is as follows:

Allocation of purchase price:

Accounts receivable, net $ 1,933,503
Inventories 28,424
Prepaids 13,554
Accounts payable (1,225,852)
Property and equipment 5,407,830
Intangible assets:

Customer relationships 3,574,994

Franchise Agreement 1,164,448

Non-compete agreement 426,882
Goodwill 1,941,340

$ 13,265,123

Consideration:

Cash $ 12,669,780
Issuance of Exchangeable LP Units (125,006 @@ $4.00/unit) 500,000
Direct acquisition costs 95,343

$ 13,265,123

On July 1, 2008, pursuant to an acquisition agreerdated June 30, 2008, WEQ Production Equipment
LP, an indirect subsidiary of the fund, purchadesldssets of a private and independent equipmet#lre
company, of Vancouver, British Columbia.
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The purchase price was paid in cash, and the atiqmisvas accounted for using the purchase method.
The allocation of the purchase price to the eseéh&ir value of the net assets acquired is asvist|

Allocation of purchase price

Property and equipment $ 80,000
Intangible assets:
Customer relationships 237,776
Non-compete agreements 80,039
Goodwill 17,024
$ 414,839
Consideration:
Cash $ 400,000
Direct acquisition costs 14,839
$ 414,839

On October 1, 2008, pursuant to the acquisitiore@gent dated September 12, 2008, WEQ Heat &
Propane LP (“H&P LP”), a limited partnership estsibd under the laws of Manitoba on August 26,
2008, and an indirect subsidiary of the Fund, paseld the assets of Sure-Fire Propane Ltd and Davis
Heater Service Ltd. (collectively “Davis Sure-Fiyéom the shareholders of Davis Sure-Fire.

The purchase price was paid in cash, and the atiqmisvas accounted for using the purchase method.
The allocation of the purchase price to the eséah&ir value of the net assets acquired is asvist|

Allocation of purchase price:

Accounts receivable, net $ 1,143,617
Inventories 398,065
Prepaids 92,422
Accounts payable (190,508)
Property and equipment 3,785,660

Intangible assets:
Customer relationships 9,683,558
Non-compete agreements 2,489,965
Brand names 782,017
Goodwill 4,938,926
$ 23,123,722

Consideration:

Cash $ 22,952,022
Direct acquisition costs 171,700
$ 23,123,722

The purchase price above includes a $2,000,000ngrmtt consideration that may be paid out to the
shareholders of Davis Sure-Fire, subject to congletf financial statements for H&P LP for the twel
months ended September 30, 2009 with earnings \aegi@bove a certain threshold that was agreed
upon by both parties. The contingent consideratias been included in the Fund’s financial statement
for the year ended December 31, 2008 as part afdghsideration of the acquisition.
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16. CAPITAL DISCLOSURES

The Fund’s capital currently consists of cash amshoequivalents, credit facilities (including capand
acquisition loans), debentures and issued unitaapi

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

e Maintaining a flexible capital structure that opittes the cost of capital at acceptable risk and
preserves the ability to meet financial obligatiosusd

e Providing a return to Unitholders by delivering niidy cash distributions.

In managing its capital structure, the Fund mositperformance throughout the year to ensure
anticipated cash distributions, working capital uiegments and maintenance capital expenditures are
funded from operations, available cash on depositwhere applicable, bank borrowings. The Fund wil
make adjustments to its capital structure to mieetdbjectives of the broader corporate strateginor
response to changes in economic conditions and tislorder to maintain or adjust the capital stnoe,

the Fund may adjust the amount of cash distribatit; Unitholders, borrow funds and/or issue new
Units.

The Fund’s credit facilities have restrictive coasts relating to debt incurrence and distributioms
Unitholders. Furthermore, the credit facilities @in financial covenants, as described in note agvab
that also form the basis for the Fund to moniter aapital. The Fund closely monitors the business
performance to evaluate compliance with the covenaAs at December 31, 2008, the Fund is in
compliance with all such covenants.

17. FINANCIAL INSTRUMENTS

(@) Comparison of fair value to carrying value

Financial instruments consist of cash and cashvabpiits, accounts receivable, operating loans,
accounts payable and accrued liabilities, distidmg payable, capital and acquisition loans,
mortgage payable, equipment financing payable,Zartes A Debentures. The carrying values of the
financial instruments, except for the capital arudjugsition loans, mortgage payable, equipment
financing payable, and Series A Debentures, arsidered to approximate their fair values due to
their short term nature. The carrying values ofdhgital and acquisition loans approximate thair fa
values as the related interest rates were at matkgtar-end due to the recent amendment to the
credit facilities. The Fund has considered cregk m making this determination and concluded no
material adjustments would be required. The falueaof the mortgage payable and equipment
financing payable are based on discounted futush @aws using discount rates that reflect current
market conditions for instruments having similains and conditions.

(b) Credit risk
Credit risk is the risk of financial loss to therfelif a customer or counterparty to a financial

instrument fails to meet its contractual obligatidihe maximum exposure to credit risk is the full
carrying value of the financial instrument.
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©

(d)

The Fund is exposed to credit risk with respedtst@ccounts receivable, particularly from custosner
in the construction industry in British ColumbiadaAlberta due to its concentration of business in
that sector. The Fund mitigates the risk by medna diverse customer base in the construction
(industrial, commercial, infrastructure, and resititd) 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, 2008. 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 &sss

Aging of receivables is as follows:

December 31, 2008 December 31, 2007

Trade receivables, gross

Outstanding 1-30 days $ 4.841,77% 1,481,236
Outstanding 30-60 days 1,907,026 812,877
Outstanding over 60 days 1,059,835 486,207
7,808,633 2,780,320
Allowance for doubtful accounts (239,552) (81,648)
Trade receivables, net 7,569,081 2,698,672
Sales tax and other receivables 665,447 413,433

Accounts Receivable $ 8,234528 $ 3,112,105

Liquidity risk

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

The Fund manages its liquidity risk through cast dabt management. As at December 31, 2008,
the Fund had available unused approved credititfasilof $4,310,581. The Fund also has accounts
receivable of $8,234,528, and cash and cash eguitgaiotalling $2,014,494.

The timing of cash outflows relating to financiaHilities and capital lease obligations are owttin
in the table below:

1 year 2-3 years 4-5 years beyond 5 years Total Carkyahge

Accounts payable and accrued liabilities $ 4,189,305 $ 4,189,305 $ 4,189,305
Distributions payable 660,843 660,843 660,843
Equipment financing payable 92,031 95,429 187,460 187,460
Capital Leases 169,483 84,775 254,258 254,258
Term mortgage 15,760 34,756 309,574 360,090 351,689
Interest Rate Swap 252,853 282,424 535,277 525,079
Capital and acquisition loans* 4,792,299 15,103,335 16,109,671 36,005,305 35,747,115
Series A Debentures 9,701,900 9,701,900 8,343,855
Totals $ 10,172,574 $ 25,302,619% 16,419,245% - $ 51,894,438% 50,259,604

* The capital and acquisition loans are repayabldemand.

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
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(€)

The Fund’s credit facilities bear interest at valgarates. The Fund has the option to enter inxexfi
rate interest arrangements in order to reducexgsstire to interest rate risk.

For the twelve month months ended December 31,,20@8increase or decrease in net earnings for
each one percent change in interest rates onrfpasite debt amounts to $226,694.

The Fund is managing its interest rate risk, irt,garough an interest rate swap (see note 7)

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.

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

The Fund’s equipment financing payable bears firéetest rates of up to 3.9% throughout the terms
of the respective financing and thus is not expasexhy interest rate risk.

Foreign exchange risk

Foreign exchange risk is the risk that the faiueabr future cash flow of a financial instrumentl wi
fluctuate because of changes in foreign 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, 2008, the Fund’'s consolidatddnba sheet included $242,254 of accounts
payable (2007 - $33,358), $Nil of net operatingnlg@007 — $15,034), and $8,095 of cash (2007 -
$Nil) which were U.S. currency denominated.

The Fund does not use hold or issue financial unsénts for trading or speculative purposes. At
December 31, 2008 there were no foreign exchangass outstanding.

18. RELATED PARTY TRANSACTIONS

(@)

(b)

©

Purchase of equipment

During 2008, the Fund purchased equipment fromnapemy in which a board member of the Fund
has a controlling interest, for $397,097. Thesendaations arose during the normal course of
business and have been recorded at fair market.valu

Purchase of land and building

The Fund purchased land and a building from a coyppawhich employees of the Fund held a non-
controlling interest, for $575,000. These transact arose during the normal course of business and
have been recorded at fair market value.

Rental Obligations
The Fund currently rents premises in various locegtifrom companies in which employees of the

Fund hold certain interests. In the fiscal year&0be Fund has paid $268,709 in such rent. The
rent between the parties is at fair market value.
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19. UNIT BASED COMPENSATION

At December 31, 2008, the Fund had a unit-basegepsation plan in place, as described below. Grant
under this plan are accounted for according tofdlirevalue based method of accounting for unit-dase
compensation. The plan was initiated on August2D86. For the year ended December 31, 2008, the
Fund recognized $24,926 of compensation expen$¥ (2il).

On July 9, 2008, the Fund granted options to aeqd®3,000 units to directors, trustees and other
employees. Under this plan, the exercise priceach option is equal to the market value of the ani
the date of grant. These options vest evenly bveryears. The expiry of the options is ten ydaom

the date of initial grant.

A summary of the details of the options grantetbius:

Weighted
Number of Average
Options Exercise Price Exercise Price
Outstanding, at January 1, 2008 - - -
Granted 463,000 $4.90 $4.90
Exercised - - -
Forfeited - - -
Outstanding, at December 31, 2008 463,000 $4.90 4.96

Exercisable at December 31, 2008 -
Weighted average fair value of options granted
to December 31, 2008 $ 0.55

The following table illustrates the fixed unit amtis outstanding, as of December 31, 2008:

Outstanding Options Options Exercisable
Weighted
Number Average Weighted Number Weighted

Outstanding  Remaining Average Exercisable  Average
December 31, Contractual Exercise December 31, Exercise
Range of Exercise Prices: 2008 Life Price 2008 Price

$4.90 463,000 9.5 years $4.90 - -

The fair value of each option granted was estimatethe date of grant using the Black-Scholes agtio
pricing model. The following table illustrates thesumptions of the model:

Annual Dividend Risk-Free Expected life
Grant date of options: Yield of Options Volatility Interest Rate of the options
July 9, 2008 13.00% 52.25% 4.07% 10 years
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20. SEGMENTED REPORTING

The Fund operates in two reportable segments:sBrifiolumbia Platform and Alberta Platform, based on
the way that management organizes its businessnfaking operating decisions and assessing
performance. Both platforms are engaged in thenlessi of equipment rentals, sales and services and
involve similar products, processes and marketingtegies. The Alberta platform is also involvedtie
business of fuel wholesale and distribution.

The method used for the allocation of assets jpinded by the operating segments and costs and
liabilities jointly incurred (mostly corporate cejtbetween the operating segments is based on a
proportion of each segment’s assets, and for resm@and expenses on a proportion of each segment’s
revenue.

British Columbia Alberta Consolidated
For Year Ended,
December 31 2008 2047 2008 2007 2008 2007

Total segment
revenue $25,753,212 $22,533,7B6  $11,827,223 $- ,588435 $22,533,78

o7

Earnings before
interest, tax,
depreciation,
amortization,
impairment,
derivative loss and
foreign exchange
gains/(losses) 7,788,761 8,107,626 3,807,110 - 9B18F1 8,107,62

Depreciation and

amortization
Property and
equipment 1,951,910 1,395,445 616,417 - 2,568,327 ,395]445
Intangible and
other assets 1,524,409 1,406,987 971,813 - 2,496,222 1,406,987

Impairment of Assets 2,203,155 - 1,362,898 - 3068, -

Identifiable assets
excluding goodwill 41,715,128 49,124,179 37,509,731 - 79,224,859 49,124,17
Goodwill 2,726,613 2,725,26 5,703,805 - 8,430,418 2,725,261
Total identifiable
assets 44,441,741 51,849,440 43,213,536 - 87,6b5,2751,849,440

=
O

Net purchases of
property and
equipment during thg
period (net of
business acquisitionyg,
see note 15) 5,417,831 6,250,390 4,104,598 - 912392, 6,250,39(
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21. SUBSEQUENT EVENT

(@) Private Placement of Fund Units, February 2009

On February 19, 2009, the Fund completed a priglteement of 558,659 units, at $3.80 per Fund
Unit for gross proceeds of $2,122,904.
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