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WESTERNONE EQUITY

MANAGEMENT'S DISCUSSION AND ANALYSIS
March 13, 2009

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 December2B08. 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 “Distributable Cash and Bibutions — Reconciliation of Cash Provided
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 is not limited eomments 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 caastual
results to differ materially from the results dissed in the forward-looking information, includirmyt not
limited to, the following factors: reliance on kpgrsonnel, financial health of the Fund’s subsiegaand
their related cash flows, failure to realize apited benefits of acquisitions, regulation, genecahomic
conditions and levels of economic activity, curréinfincial conditions, growth initiatives, comptt,
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interest rates, labour shortages, employee refgtiseasonality, resale of rental equipment, equipme
availability, supply disruptions, environmental ukgion and health and safety matters, import pcbdu
restrictions and foreign trade risks, financing stomints, insurance coverage, dependence on infimma
systems and technology, dependence upon WesterBQuiy LP to fund cash distributions, cash
distributions are not guaranteed and will fluctuatith the performance of subsidiaries, distribusi@re
discretionary, nature of the Units, limited liatyili unpredictability and volatility of Unit pricesttributes

of securities distributed on redemption of Unitsd aermination of the Fund, dilution, leverage and
restrictive covenants, investment eligibility, ingb@f changes to tax treatment of income trusidivwdend
tax credits, taxation of the Fund and WesternOngatizd.P, nature of distributions, limitations onttue
growth and cash flow, restrictions on the ownersiipnits by non-residents of Canada, indemnitiegdeu
acquisition agreements and unitholders are notradtb certain statutory rights. A description ofsine
factors can be found under “Risks and Uncertaihbetow.

Although the forward-looking information containéd this MD&A is based upon what the Fund's
management believes to be reasonable assumptieng&und cannot assure investors that actual results
will be consistent with such information. Forwaoabking 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 operagniprmance including, without limitation, stability

the economy in western Canada, interest rates langduipment rental and sales and fuel wholesale
markets in which the Fund operates, and speaksasnbf the date of this discussion. The forwardkitogp
information is made as of the date of this MD&A ahd Fund assumes no obligation to update or revise
such information to reflect new events or circumesés, except as may be required by applicable law.

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, linpteghose 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 (“Units”) and special voting unitSach holder of a Unit participates pro rata in any
distribution of the Fund.

The Fund was initially established to acquire iedily 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 Bectidn Equipment LP (“PE”), a limited partnership
established under the laws of Manitoba on Jun2@86. The Fund commenced operations on August 15,
2006, when PE acquired the assets and the busihéd¥sR (the “Closing”). PE specializes in renting,
selling and servicing quality high reach and matdrandling equipment and providing logistical sohp

to its customers, located primarily in the lowernmt@nd of British Columbia.

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
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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 dfiesi
equipment rentals, sales and repair businessesuatouver Island in British Columbia.

The Fund holds a 100% indirect interest in WEQ C&untals 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 acquirechsbets 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 VancouverdsteBritish Columbia.

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 operates under the franchise of Volvo Rents
worldwide system of franchised construction equipihmmental business, and is a major provider ofent
heaters, generators, and compact construction requipto homebuilders and commercial builders in
Calgary, Alberta.

The Fund holds a 100% indirect interest in WEQ HeeRropane LP (“H&P”), a limited partnership
established under the laws of Manitoba on August 288. The Fund’'s operations within H&P
commenced on October 1, 2008, when H&P acquiregslsets and the businesses of SureFire Propane
Ltd. (“SureFire Ltd.”) and Davis Heater Service L{tDavis Ltd.”) (the combined businesses of SureFi
Ltd. and Davis Ltd. are referred to as “Davis SineFoelow), an equipment rental, construction heat
and propane wholesale and distribution businesh i@itations in Edmonton and Calgary, Alberta.
Together, SureFire and Davis has been a markeerleadthe northern Alberta equipment rental,
construction heat, and propane wholesale andliion industry for over 30 years.

To ensure operational efficiency within the bussessacquired, specifically, PE, OCR, C&N, Deerfoot
and H&P (collectively known as “Business LPs” belpthe Fund structures its platform businessestase
on market and geographic boundaries. Currently, buginesses consist of two geographic platforms
within the equipment rental, sales and service,faeldvholesale and distribution industries — oaedd in
British Columbia and one in Alberta:

British Columbia Platform (“BC Platform”)This platform currently includes:

e WEQ Production Equipment LP;
e WEQ Old Country Rentals LP; and
e WEQ C&N Rentals LP.

The businesses within the BC Platform began fosmalberating under a unified brand name,
“WesternOne Rentals and Sales”, on July 3, 2008.

Alberta Platform This platform currently includes:

e WEQ Deerfoot Rentals LP; and
o WEQ Heat & Propane LP.

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

Page 4



In addition to the original location in south CailgaAlberta, Deerfoot officially opened a seconddton
in Lethbridge, Alberta on June 6, 2008.

The Units and the Fund’s senior secured convertiblentures — Series A (“Series A Debentures”)etrad
on the Toronto Stock Exchange under the respesyivibols WEQ.UN and WEQ.DB.

RECENT EVENTS

On December 23, 2008, the Fund completed a urdtrioff, in which the Fund sold 1,322,500 Units
(including 172,500 Units from the exercise of arereallotment option) at a price of $3.50 per Unit
through a syndicate of underwriters. The offerieguited in total gross proceeds of $4.63 million.

On December 31, 2008, the Fund entered into an dedecredit facility with its principal lender (the
“Bank”). The Fund reduced overall debt by $8.4 iomllthrough paydown of part of the acquisition loan
pertaining to the acquisition of the assets andtisinesses of Davis SureFire. Borrowing undectbdit
facility will bear interest at the Bank’s prime egtlus a range of 1.2% to 1.5%, or a stamping fdeav
range of 2.7% to 3.0% above the Bank's banker'®ptemce rate. The covenants were also amended to
exclude the ratio of debt to tangible net worth, tee minimum current ratio of 1.15 to 1.0 for tyear
ended December 31, 2008 and 1.25 to 1.0 for pesoldsequent to the year ended December 31, 2008,
restrict distribution to Unitholders and future aisitions without the prior written consent of tBank,

and repay $4.60 million in full by December 30, @01

On February 19, 2009, the Fund completed a prpfaisement financing, in which the Fund sold 558,659
Units at a price of $3.80 per Unit, for gross peatseof $2.12 million.

BASIS OF MANAGEMENT’S DISCUSSION AND ANALYSIS

The Fund's results of operations reflect the Fugisrations for the year December 31, 2008. Cordpare
to the year ended December 31, 2007 in which timel'Bbusiness comprised PE and OCR (acquired June
1, 2007), for the year ended December 31, 2008 tme has incorporated the full years operation of
OCR, and added the businesses of C&N, DeerfooH#f since their respective acquisition on January
1, February 15 and October 1, 2008. Therefore,rderoto enhance the usefulness of this MD&A,
specifically for discussions of operating resutis the year ended December 31, 2008 under “Opgratin
Results” below, certain financial and operatingultssof the Fund for the year ended December 32820
are compared to the results of the Fund for the wealed December 31, 2007, combined with the
unaudited results of OCR Ltd., C&N Ltd., Deerfont. and Davis SureFire for the year ended December
31, 2007. Such information is provided for refeeemurposes only and is not intended to represent a
comprehensive comparison of the consolidated fiahnesults.

SUMMARY FINANCIAL REVIEW

The Fund reported strong growth in sales, gros$itpand EBITDA (for definition see “Non-GAAP
Measures” below) for the three and twelve monthdegnDecember 31, 2008, compared to the same
periods last year. The strong growth in earningsgdly due to the acquisition of businesses duitieg
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year, enhanced the Fund’'s unitholders’ value byeiggimg incremental cash flow which resulted in a
payout percentage of 66.7% for the three monthedemecember 31, 2008 and 82.1% for the twelve
months ended December 31, 2008.

Summary Financial Overiew Three months ended Year ended
December 3 December 3

($000's, except unit amounts) 2008 2007 2006 2008 2007 2006'"
Revenue $ 13,448 % 6,089 $ 4,300 $ 37,580% 22,534% 6,662
Cost of sales (4,532) (1,387)  (1,243)  (11,521) (6,666)  (1,540)
Gross profit 8,916 4,702 3,057 26,059 15,868 5,122

Gross margin 66.3% 77.2% 71.1% 69.3% 70.4% 76.9%
Operating Expensé;aJ (4,862) (2,336) (1,330) (14,463) (7,760) (2,019)
EBITDA @ 4,054 2,366 1,727 11,596 8,108 3,103
Interest Expens@ (902) (409) (342) (2,262)  (1,223) (497)
Amortization, accretion and othefs (2,395) (675) (578) (6,039)  (3,015)  (1,078)
Impairment of assets (3,515) - - (3,566) - -
Income before future income taxes (2,758) 1,282 807 (271) 3,870 1,528
Future income tax (expense)/recoveries 2,220 1,452 - 1,750 1,452 -
Net income $ (538)$ 2,734% 807 $ 1,479% 5322% 1,528
Adjustments:

Impairment of assets 3,515 - - 3,566 - -

Loss on derivatives 416 - - 575 - -

Future income tax recoveries (2,220) (1,452 - (1,750) (1,452) -

Non-recurring expenses 27 - - 186 - -

. . 2), (5
Adjusted net income®*© $ 1200% 1,282% 807 $ 4,056$ 3,870$ 1,528

Basic weighted avg income/(loss) per Unit $ (0.08) 023 % 013 $ 0.12 $ 0.56 $ 0.30
Diluted weighted avg income/(loss) per Unit (0.04) 0.21 0.12 0.12 0.53 0.25
Basic weighted avg income/(loss) per Unit - adjdste 0.10 0.11 0.13 0.34 0.41 0.30
Diluted weighted avg income/(loss) per Unit - atids 0.09 0.11 0.12 0.32 0.41 0.25
Total Assets $ 87655% 51,849% 33205 $ 87,655% 51,849% 33,205
Maintenance Capital Expenditufé 297 29 165 563 102 173
Distributable cash generatél $ 2799% 2084% 1374 $ 8778% 6,939% 2376
Distributable cash per urlfY 0.2314 0.1774 0.2143 0.7361 0.7325 0.3707
Distributions declared 1,867 1,762 913 7,209 5,498 1,318
Distributions declared per Unit 0.1500 0.1500 0.1424 0.6000 0.5666 0.2056
Payout percentage 66.7% 84.5% 66.5% 82.1% 79.2% 55.5%
Notes:

(1) Excludes items relating to interest, amortizat@megretion, loss on financial derivatives relatinghe recording of the fair market value of the
fixed interest rate swap, foreign exchange gaissds, and impairment of assets.

(2) See definition of EBITDA, Adjusted net income, Dilstitable Cash and Maintenance capital expenditumdsr “Non-GAAP Measures”.

(3) Net of interest income.

(4) Includes amortization, accretion, loss on finandiivatives relating to the recording of the faarket value of the fixed interest rate swap, and
foreign exchange gains/losses.

(5) Net income adjusted for impairment of assets, dms8nancial derivatives relating to the recordafghe fair market value of the fixed interest
swap, future income taxes, and non-recurring exggergdating to re-branding.

(6) Calculated based on weighted average number of.Unit

(7) For the 201-day period ended December 31, 2006.
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More detailed discussions of the financial restdisthe three and twelve months ended December 31,
2008 are provided under “Operating Results” below.

The Fund benefited from H&P’s operation which comossl in the fourth quarter of 2008 and capitalized
on the start of northern Alberta’s constructiontbeaeason. For the quarter ended December 31,tR808
payout percentage was 66.7% (equivalent to a coeaio of 1.50x). For the year ended December 31,
2008 the payout percentage was 82.1% (coverageoffi.22x). The Fund generated distributable cash
(for definition see “Non-GAAP Measures” below) o2.80 million ($0.2314 per Unit) for the three
months ended December 31, 2008 and $8.78 million7@1 per Unit) for the twelve months ended
December 31, 2008. Total distributions declaredevit.87 million ($0.15 per Unit) and $7.21 million
($0.60 per Unit) in the respective periods.

The Fund’s revenue increased by 120.8%, or $7.3mfor the three months ended December 31,
2008. For the twelve months ended December 31, ,20@8Fund's revenue increased by 66.8%, or
$15.05 million. The addition of C&N, Deerfoot an&HR contributed $7.84 million for the three months
ended December 31, 2008 and $14.34 million for tthelve months ended December 31, 2008. In
particular, H&P’s commencement of operation on ®etol, 2008 coincided with the beginning of the
winter construction heater season and gave riaestoong fourth quarter with additional revenu&®54
million generated. PE and OCR contributed reveriugbdb8 million and $23.12 million for the threedan
twelve months ended December 31, 2008. SpecificRlEy and OCR’s revenue from rental and service
operation was $4.89 million in the fourth quartand on an annual basis PE and OCR achieved an
organic growth of 4.4%, due to strong activitiestle construction, filming and vessel maintenance
sectors, particularly in the first three quartefshe year. PE and OCR’s revenue from equipmermssal
was $0.70 million for the fourth quarter compareds0.93 million for the same period last year. Tikis
primarily due to higher sales volume in 2007 assHteet renewal program continued throughout 2007.

Gross profit increased by 89.6%, or $4.22 millionthe three months ended December 31, 2008. Eor th
twelve months ended December 31, 2008 the Fundssgorofit increased by 64.2%, or $10.19 million.
The addition of C&N, Deerfoot and H&P contributedadal of $4.92 million and $9.14 million for the
three and twelve months ended December 31, 2088ectvely. In particular, H&P’s contribution total
$3.25 million as it commenced operation on Octdhe?008. Together PE and OCR contributed $3.96
million for the fourth quarter, compared to $4.58iam for the same period last year or a 13.5%lidec
The variance is mainly due to 1) a general slowdowtihe economy in the fourth quarter of 2008; ) a
unusually high volume of equipment sales in 200@ thufleet renewal;, and 3) significant snowfall in
December 2008 in southern British Columbia whicimpered the construction activity level. For the
twelve months ended December 31, 2008 PE and O@R&s profit was $16.80 million, compared to
$15.62 million last year, during which OCR commehite operations on June 1, 2007.

Gross margin declined from 77.2% to 66.3% for tireeé months ended December 31, 2008. The lower
margin is attributable to the following factors: The addition of H&P, in which the propane wholesal
division, although contributing an incremental $1@illion of gross profit (out of total gross priobf
$3.31 million contributed by H&P), has a lower grasargin than the Fund’s equipment rental and
service business. 2) Competition in the equipmenttait sector leads to a decline in rent rates. Bjgher
proportion of re-rental revenue, as strong activéyel in the filming sector resulted in high rdnta
demands for certain equipment on our fleet. As suehwere required to re-rent equipment from other
local rental companies and thereby earn a lowegimam order to fulfill our customers’ demands. Foe
twelve months ended December 31, 2008 gross mavg 69.3%, compared to 70.4% for the same
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period last year.

EBITDA (for definition see “Non-GAAP Measures” belpincreased by 71.3%, or $1.69 million for the
three months ended December 31, 2008. For the awabnths ended December 31, 2008 EBITDA
increased by 43.0%, or $3.49 million. C&N, Deerfaod H&P contributed a total of $2.98 million ireth
fourth quarter and $4.56 million for the year. brficular, the Fund benefited from H&P’s operatibat
commenced on October 1, 2008, in which H&P gendr@®55 million as it capitalized on the start o t
construction heater season. PER contributed $1.ii@mmand $6.71 million for the three and twelve
months ended December 31, 2008, respectively. QRilouted $0.25 million and $1.69 million for the
three and twelve months ended December 31, 20@pectvely. EBITDA was offset by corporate
overhead of $0.66 million and $1.37 million for ttheee and twelve months ended December 31, 2008,
respectively.

At December 31, 2008, management performed asgeatiiment tests and accordingly a total charge of
$3.57 million was recorded as impairment of thedssiassets. Of that amount, $1.00 million related t
the write-off of intangible assets associated piteviously acquired brand names in the BC Platf@s,
the Fund launched a new brand name, WesternOnalRemtd Sales, during 2008. $2.33 million of the
impairment related to the write-down of other igiate assets and goodwill to reflect a change arne
term projected cash flow from businesses acqupadicularly in Calgary due to the economic slowdow
The remainder of the impairment of $0.24 milliofated to the write-down of certain rental equipment
reflect the associated net realizable value.

The Fund generated a net loss of $0.54 milliontlier three months ended December 31, 2008 and net
income of $1.48 million for the twelve months end2ecember 31, 2008. Included in the figures were
charges relating to asset impairments describedeabdoss on financial derivatives relating to the
recording of the fair market value of the fixedemdst swap, future income taxes, and non-recurring
expenses relating to re-branding. After excludirgse items the Fund'’s adjusted net income (fonitiefi

see “Non-GAAP Measures” below) was $1.20 milliord &#.06 million for the three and twelve months
ended December 31, 2008 respectively, compared.283$nillion and $3.87 million for the same periods
last year.

FUTURE INCOME TAXES

On October 31, 2006, the Minister of Finance annedrproposed changes to the income tax treatment of
“flow-through entities”, including income trusts.nune 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 tdh8%
for 2011 and 25.5% thereafter. Temporary differsrmesersing prior to December 31, 2010 will stVley
rise to nil future income taxes. Based on its asaatl liabilities as at December 31, 2008, the Fhax
estimated the amount of its temporary differenchelvwere previously not subject to tax and thegoler

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

Page 8



in which these differences will reverse.

As a result of this new legislation, Canadian aotiog guidance required that the Fund record aréutu
tax asset and a corresponding non-cash recovergttmcome of $1.45 million in the fiscal year 2007
This future income tax treatment is based on tearaption that the Fund will be a taxable entit2@i1.
Adjustments to this future income tax asset areaired based on changes in the differences betvirgen t
tax basis and financial statement basis of the Buagbets and liabilities. Accordingly, the Fundareled
an adjustment representing a non-cash, future iedam recovery of $2.22 million for the three manth
ended December 31, 2008, and $1.75 million fortwsdve months ended December 31, 2008.

Since this tax will not take effect until 2011, agtyanges to the tax legislation or to the legalcitire 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 mksidinancial results under this section, the Fand’
financial results for the three and twelve monthdeel December 31, 2007 have been combined with the
unaudited financial results for OCR Ltd., C&N Lt@eerfoot Inc. and Davis SureFire prior to the Fsind
acquisition of the companies’ assets and busifidss.unaudited information is for information pusgs

only and should not be relied upon under any cistances.

Revenue

The following table summarizes the revenues forttinee and twelve months ended December 31, 2007
and 2008.

Summary of Revenues ($000'

Three months ended Year ended
December 31 December 31
2008 2007 2008 2007

Equipment Rentals $ 5,684 6,517 $ 21,145 $ 20,937
Parts and Services 2,559 2,893 5,382 5,499
Logistical Support 473 432 1,784 1,701
Total Rental and Service Revenue $ 8,716% 9,842 $ 28,311 $ 28,137
Equipment Sales 1,048 1,527 5,449 8,152
Fuel Wholesale 3,584 3,704 3,584 3,704
Others 100 224 236 386
Total Revenues $ 13,448% 15297 $ 37,580 $ 40,379

Note:

(1) Combined totals of the Fund's financial resultstfmee and twelve months ended December 31, 2003 umaudited financial results of 1)
OCR Ltd for the five months ended May 31, 2007C&N Ltd. for the three and twelve months ended Demer 31, 2007; 3) Deerfoot Inc. for
the three months and 319 days ended December GT; 80d 4) Davis SureFire for the three months étEzember 31, 2007.

Revenue from equipment rentals of $21.15 million flee twelve months ended December 31, 2008
increased by 1.0 %, or $0.21 million, compared26.$4 million a year ago. Despite a slowdown ie th
economy in western Canada, the region continuéenefit from a moderate level of construction aigtiv
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in the non-residential and infrastructure sectaswell as strong rental demands from the filmind a
vessel maintenance sectors, particularly in Bri@sftumbia. Major infrastructure projects in the &es
Vancouver Regional District (GVRD), such as the &auver Trade and Convention Centre, Vancouver
International Airport expansion project, CanadaelLiapid transit system, Golden Ears bridge, Olympic
Athletes’ Village, along with various other commatcand multi-family residential projects, were
underway and continued to fuel the demand for quipenent. The moderate increase in rental revamue i
British Columbia was partially offset by a declimrevenue from Alberta, in which the economy was
impacted by the lower oil price and a saturatedsimgumarket.

For the three months ended December 31, 2008, reqotprental revenue of $5.68 million decreased by
12.8%, or $0.84 million, compared to $6.52 millidfhe decline was largely due to price competition
amongst equipment rental companies as the econlomwed down and resulted in an excess supply of
rental equipment in the market. The decline was atfibutable to factors relating to weather. hitigh
Columbia, the unusually large amount snowfall irc&eber 2008 caused construction sites to shut down
early for the holiday season. In Alberta, the abaverage temperature from mid-November through to
mid-December reduced the demand for constructi@ieh® This was followed by an unusually large
amount of snowfall for the remainder of 2008, whigtused construction sites to shut down.

Revenue from parts and services of $5.38 million tfee twelve months ended December 31, 2008
decreased marginally by 2.1%, or $0.12 million, paned to $5.50 million a year ago. The increaghen
cumulative number of units sold to our customeestigularly in British Columbia, has generated yalo
customer base for the parts and service actividfethe business, as customers return to have their
equipment serviced by the dealer. Accordingly, $arid service revenue from the BC Platform incietase
by 25.8%, or $0.50 million. However, the increaseswoffset by the reduced parts and services volume
from the Alberta Platform, which reported a declifid 7.3%, or $0.62 million.

For the three months ended December 31, 2008, padtservices revenue of $2.56 million decreasgd b
11.5%, or $0.33 million, compared to $2.89 million the same period last year.

Revenue from logistical support of $1.78 milliorr fthe twelve months ended December 31, 2008
increased by 4.9%, or $0.08 million, compared to/@Imillion a year ago. For the three months ended
December 31, 2008, logistical support revenue of Bnillion increased by 9.4%, or $0.04 millionprin
$0.43 million a year ago. The increase was duéedcigher rental volume in the filming sector, ebhi
gave rise to increased deliveries.

Revenue from equipment sales of $5.45 million lfer tivelve months ended December 31, 2008 decreased
by 33.2%, or $2.70 million, compared to $8.15 wmillia year ago. Equipment sales declined from the
unusually high sales level a year ago, when PE aadjnificant amount of older equipment to renesw i
fleet in order to optimize the residual value afesl equipment when sold to the market. Furtherntbee,
renewal of the fleet enhances the operating efiigieand avoids significant repair and maintenarstsc

and breakdowns.

For the three months ended December 31, 2008, ragoipsales revenue of $1.05 million decreased by
31.4%, or $0.48 million, compared to $1.53 milliaryear ago. The decline is largely due to a reduced
level of general equipment retail sales which isngpact of the economic slowdown.

Revenue from the wholesale of fuel relates to $o and distributed by H&P to a diverse custonaereh
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including industrial, commercial, residential arahstruction customers as well as propane retaildrs.
fuel sold is used primarily for closed-in constractheating, structure heating, thawing, concreteéng
and retailing. Revenue for the three months endeceiber 31, 2008 was $3.58 million, compared to
$3.70 million for the same period last year. Thelide of $0.12 million, or 3.2% primarily relatelwer
sales in November 2008 due to the unusually warativee when compared to 2007.

Revenue from other sources amounted to $0.24 milbo the twelve months ended December 31, 2008,
compared to $0.39 million for the same period igstr. For the three months ended December 31, 2008
the revenue was $0.10 million, compared to $0.2omia year ago. The revenue relates mostly to
income generated from short-term investments sa@uaranteed investment certificates.

Gross margin and gross profit

Gross margin was 66.3% and 69.3% for the three taustlle months ended December 31, 2008,
respectively. This is compared to 62.9% and 65.@f4He same periods last year. The increase isadue
lower equipment sales (see revenue discussion pbewech typically have a lower margin than
equipment rentals and services.

Gross profit of $26.06 million for the twelve mostlended December 31, 2008 was slightly lower
compared to $26.30 million last year, a marginakeese of 0.9% or $0.24 million. Gross profit of%8
million for the three months ended December 31 82@€creased by 7.3%, or $0.70 million, compared to
$9.62 million last year. Price competition amonggtiipment rental companies intensified in the tourt
guarter and caused the gross profit to decline.

Cost of sales

Cost of sales as a percentage of total revenug8:&%6 and 30.7%, respectively, for the three araviev
months ended December 31, 2008, compared to 3/htl%84a9% for the same periods last year.

Costs associated with equipment sales were 85.4%gupment sales revenue for the twelve months
ended December 31, 2008, which increased from 81a4%9/ear. For the three months ended December
31, 2008, costs associated with equipment sales 9%6%, compared to 75.8% last year. While margins
of equipment retail sales remained relatively cstesit throughout the year, the higher cost pergenta

the fourth quarter relates to sales of fleet egaiinm auctions, which result in fluctuating masginom
time to time.

Costs associated with wholesale fuel were 46.8%uelf wholesale revenue for the three and twelve
months ended December 31, 2008, compared to 6:a88yéar. The higher margin in 2008 reflects the
continuing strong demand for propane in the comimkrindustrial, infrastructure and construction
sectors as well as retail business in northernrédbe

Costs associated with commissions were 2.3% off tevenue for the twelve months ended December 31,
2008, compared to 2.2% last year. Commissionsdi@sgeople are paid based upon equipment sales and
rental revenue. In addition, incentive compensapiaid out to the management team of the Business LP
which is determined using an earnings-based caionjas also included in commissions. For the ¢hre
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months ended December 31, 2008, costs associathdcaimmissions were 1.6% of total revenue,
compared to 1.5% last year.

Costs associated with re-rentals were 5.9% of tetathl revenue for the twelve months ended Decembe
31, 2008, compared to 5.3% last year. For the thhaeths ended December 31, 2008, costs associated
with re-rentals were 8.0% of total rental revencanpared to 5.8% last year. Re-rentals are thes cost
associated with renting equipment from other eqeigmrental companies in order to fulfill the
requirements of the Fund’'s customers. The highvet t&f re-rentals was driven by the higher demaaothf

the filming sector, which started in the second bathe year when the writer strike ended eailiethe

year and the Canadian currency weakened, causinglax of filming productions into the region. Thi
resulted in higher demands for certain equipmenvwnrental fleet. As such we were required toers-r
equipment from other local rental companies in otddulfill our customers’ demands.

Costs associated with parts and service were 8f2%tad revenue for the twelve months ended Decembe
31, 2008, consistent with 7.9% last year. Costeuttus category relate mostly to purchases of fiorel

the rental fleet, and expenditures of parts for rdq@air and maintenance of the rental equipment and
servicing of customers’ equipment. For the threathm® ended December 31, 2008, costs associated with
parts and service were 8.8% of total revenue, comp#o 10.7% last year. The lower percentage is
primarily due to lower fuel costs for the rentaefl.

Operating expenses

Operating expenses, before interest, amortizatiotretion and loss on financial derivatives refatmthe
recording of the fair market value of the fixedeirgst rate swap was 38.6% of total revenue, or5$14.
million for the twelve months ended December 310&0r his is compared to 30.7% of total revenue, or
$12.41 million, a year ago. Included in the currgefr's operating expenses were non-recurring costs
associated with the re-branding strategy in theF&iform, which amounted to $0.18 million. Excluglin
those expenses, operating expenses were 37.9%tabfréwenue. Compared to last year, the higher
percentage is attributable to increases in gererdladministrative, freight, sales and service esg®
due to factors such as the growth in fleet sizecwhiesulted in higher service and freight costs, th
expansion of operation into Lethbridge, higher faests for internal operations, and higher cormorat
overhead in relation to incremental regulatory climmge costs as the Fund graduated to the Toronto
Stock Exchange from the TSX Venture Exchange duheg/ear.

For the three months ended December 31, 2008, topmpraxpenses, before interest, amortization,
accretion and loss on financial derivatives retatio the recording of the fair market value of fixed
interest rate swap was 36.6% of total revenue, 4092 million. This is compared to 26.5% of total
revenue, or $4.05 million, a year ago.

EBITDA (for definition see “Non-GAAP Measures” below)

EBITDA of $11.60 million for the twelve months emtd®ecember 31, 2008 decreased by 15.0%, or $2.04
million, compared to $13.64 million for the sameipe last year. Excluding effects from the loweseli
sales at PE and non-recurring costs associatedredtinanding, adjusted EBITDA was $11.51 million,
compared to $13.01 million last year. The 11.5%lieds attributable to higher operating coststieta
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to fuel, one-time integration costs and higher l&guy compliance costs due to the Fund’'s grado&to
the Toronto Stock Exchange from the TSX Venturetaxge during the year.

EBITDA of $4.05 million for the three months endedcember 31, 2008 decreased by 26.0%, or $1.43
million, compared to $5.48 million for the sameipérlast year. Excluding effects from the lowerefle
sales at PE and non-recurring costs associatedredtinanding, adjusted EBITDA was $4.05 million,
compared to $5.35 million last year. The declinéargiely attributable to reduced rental margin te
price competition in a saturated market, and urusmaunt of snowfall in December 2008.

Net income

Net income of $1.48 million or 3.9% of total revenfor the twelve months ended December 31, 2008
decreased by 83.2%, or $7.35 million, compared3t83 million or 21.9% of total revenue for the same
period last year. Net income for the twelve morghded December 31, 2008 included a number of non-
cash GAAP-related accounting adjustments, includimtparge of $3.57 million relating to the impainne

of the value of the Fund's fleet assets, intangiseets and goodwill. Furthermore, the Fund recdoade
charge of $0.58 million in association with theareting of the fair value of the Fund’s fixed intereate
swap which the Fund entered into in July 2008 (€&pital Resources” below), a future income tax
recovery of $1.75 million (see “Future Income Tédxabove), and non-recurring expenses of $0.18
million associated to re-branding. Excluding thie@f of these accounting adjustments, the adjusted
income (for definition see “Non-GAAP Measures” lvgJofor the twelve months ended December 31,
2008 was $4.06 million or 10.8 % of total revenwhjch decreased 45.0% or $3.32 million, from the
adjusted net income of $7.38 million in 2007 (be®®83 million adjusted for future income tax reexgv

of $1.45 million). The decline is due to higher atization, interest and other operating expensas the
larger pool of capital assets for the Fund as abawed entity, lower fleet equipment sales at PBhdui

fuel costs, and different corporate structurehs&f businesses before and after the Fund’'s acquisiti
which gave rise to incremental costs associateld regulatory compliance as a public reporting issue
and different non-cash related amortization pdicie

For the three months ended December 31, 2008, theesea net loss of $0.54 million, compared to net
income of $4.93 million last year. Excluding thepmat from asset impairments, future income taxes,
charges relating to the mark-to-market of fixeceiast swap, and non-recurring re-branding expenses
totaling $1.74 million, adjusted net income was2®1million for the three months ended December 31,
2008, compared to the adjusted net income of $&Midn (being $4.93 million adjusted for future
income recovery of $1.45 million) in 2007.
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SELECTED QUARTERLY FINANCIAL INFORMATION

The following table provides quarterly historicadncial data for the Fund for each of the eighsimo
recently completed quarters. This information stidug read in conjunction with the applicable imteri
unaudited and annual audited consolidated finasta@éments and related notes thereto.

in $000's except per Unit amounts Q4 '08 Q3'08 Q2'08 Q1'08 Q4'07 Q3'07 Q2'07 Q1'07
(unaudited)

Revenue $ 13448'$ 8813 $ 7,952 $ 7,367 $ 6,089 $ 6,650 $ 6,046 $ 3,748
Cost of sales (4532) (2,537)  (2,258) (2,195) (1,387) (1,832)  (2,450) (996)
Gross profit 8,016 6,276 5,694 5172 4,702 4,818 3,596 2,752
Gross margin 66.3% 71.2% 71.6% 70.2% 77.2% 72.4% 59.5% 9%73.4

Operating expenses (4,862) (3,418) (3,359) (2,823) (2,336) (2,029) (1,671) (1,724)
EBITDA @ $ 4054 $ 2858 $ 2335 $ 2349 $ 2366 $ 2,789 $ 1,925 $ 1,028
Net Income/(Loss) $ (538)$ 623 $ 655 $ 740 $ 2,734 $ 1644 $ 844 $ 100
Distributable cash generatét $ 2,799 $ 2126 $ 1873 $ 1980 $ 2,084 $ 2,328 $ 1,629 $ 899
Distributable cash per Urf? 0.2314 0.1784  0.1589 0.1677 0.1774 0.2115  0.2034  0.1402
Distribution declared $ 1867 $ 1,790 $ 1,781 $ 1,771 $ 1762 $ 1,762 $ 1,164 $ 809
Distribution per Unit 0.1500  0.1500  0.1500 0.1500 0.1500 0.1500  0.1400 0.1266
Coverage rati&” 1.50 1.19 1.05 1.12 1.18 1.32 1.40 1.11
Payout percentad@ 66.7% 84.2% 95.1% 89.5% 84.5% 75.7% 71.4% 90.1%
Notes:

(1) See definition of EBITDA and Distributable cash antNon-GAAP Measures” below.
(2) Calculated based on weighted average number of.Unit
(3) Amounts calculated using distributable cash angiilbigions declared for the related period, nopenUnit amounts.

Seasonality

The seasonality of the Fund’'s business impactoperating results as follows: the Fund's business
activity levels in the BC Platform are generallyvéy from January through March as winter weather
hampers construction activities. The low activigydls are addressed by the Fund’'s acquisition ef th
assets of Deerfoot Inc. on February 15, 2008 andsCureFire on October 1, 2008. Construction meate
rentals and related fuel supply and wholesale dutie winter months in the Alberta Platform compeas
for the slow winter business cycle in British Cohien From April through July, the rental demand for
construction and general rental equipment growduwgilly as rental activities accelerate into the reiem
months. Expenditures on inventory for sale andatdtget are mostly incurred during these monthes tdu
robust equipment rental and sales in summer ahdFRiam August through November the demand for
rental equipment continues to be strong as corig8inucompanies strive to meet construction targaty

the start of the holiday season in December. Thetoaction heater rentals and fuel wholesale basiire
Alberta starts in November and continues througihécspring of the following year.

In addition to the seasonal nature of the Fund'sinmss, the quarterly changes above are also due to
organic growth in the business and timing of adgtjarsof assets.
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CASH FLOW AND LIQUIDITY

The following table provides an overview of the Bisncash flows from operating, investing and finagc
activities for the three and twelve months endededer 31, 2008.

Summary of cash flows ($000's) Three months ended Year ended
December 31 December 31
2008 2007 2008 2007
Net change of cash related to:
Operations $ 2,097 $ 494 % 11,414 $ 4,840
Investing (23,980) 772 (44,208) (13,227)
Financing 20,125 (938) 29,294 13,514
Net change in cash during the period $ (1,758)$ 328 $ (3,500% 5,127

As mentioned above, the revenue and operatingtsestithe predecessor businesses of the Fund have
historically displayed seasonal variations througrbe year. While certain of the Fund’s varialbsts

can be managed to match seasonal patterns, aicgighiportion of its costs are fixed and cannot be
adjusted for seasonality. The fluctuation in futtesults of operations may require the Fund to oalyts
operating loans for working capital financing attaa times of the year.

The Bank has provided a $4.75 million operatinghlam an interest only basis, that is payable upon
demand, on which the operating entities of the Fhamtidrawn $1.98 million as at December 31, 2008.

Working capital management continues to be an itaporelement of cash generation for the Fund.
During 2008, management continued to generateiy®msish flow from operations. Accounts receivable,
accounts payable, deposits and prepaid expensenedory levels have all increased year over year
with the corresponding increase in sales. Managemquects that receivables are collectible and that
payments to suppliers will also continue under enirterms.

During the three months ended December 31, 20@8Ftind’s operating activities generated cash of
$2.10 million, with $3.13 million of cash generatidm operating earnings, partially offset by $1.03
million relating to negative changes from non-cashking capital which represented a normal coufse o
fluctuation in the Fund’s businesses.

Significant components of changes in non-cash wgrkapital included the following:

e Accounts receivable increased by $1.61 millionmarily relating to the addition of H&P in the
fourth quarter;

e Deposits and unearned revenue increased by $0.8ibnmireflecting the ramp-up of the
construction heater season in the Alberta platf@mat

e Other increases of $0.21 million relating to ongaaperations.

During the three months ended December 31, 200Buhd invested $23.98 million. The Fund purchased
the assets of Davis for $23.12 million on OctobePd08. The Fund also purchased rental equipmeht an
other operating assets of $1.23 million (net ofcpeals from sale of fleet equipment of $0.34 mi)li@nd
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transferred funds of $0.37 million from its shaetsh investments for daily operation.

During the three months ended December 31, 20@8Ftmd obtained $17.96 million from its credit
facilities for the purchase of the assets of D&uiseFire, equipment financing and ongoing operafibre
Fund also completed an equity financing by issuif®22,500 Units (including 172,500 Units from the
exercise of an over-allotment option) at $3.50 ieit for net proceeds of $3.97 million. Finallyetkund
paid $1.80 million of distributions to the unithetd during the quarter.

Liquidity Risks
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 castl debt management. As at December 31, 2008, the
Fund had available unused approved credit fasiliigerating, capital and acquisition loans contjioé
$4.31 million. The Fund also has accounts recetvalbl$8.23 million and cash and cash equivalents
totaling $2.01 million.

The timing of cash outflows relating to financiailities and capital lease obligations are oetliin the
table below:

in $000's 1 year 2-3years 4-5years beyond 5 years Total Carlyaige
Accounts payable and accrued liabilities ~ $ 4,189 $ 4,189 $ 4,189
Distributions payable 661 661 661
Equipment financing payable 92 95 187 187
Capital Leases 169 85 254 254
Term mortgage 16 35 310 361 352
Interest Rate Swap 253 282 535 525
Capital and acquisition loaf 4,792 15,103 16,110 36,005 35,747
Series A Debentures 9,702 9,702 8,344

Totals $ 10,172 $ 25,302 $ 16,420 $ - $ 51894% 50,259
Notes:

(1) The capital and acquisition loans are repayablgenmand.

CAPITAL RESOURCES

In addition to the $4.75 million interest-only demdaoperating loan described in “Cash Flow and
Liquidity” above, the Bank has made capital andugition loans available to the Fund to finance its
capital expenditures and future acquisitions. ADatember 31, 2008, $37.29 million of capital and
acquisition loans were approved by the Bank and7&3illion were outstanding.

The credit facilities have covenants specifyingiaimum current ratio of 1.15 to 1.0 for the yeadeth
December 31, 2008 and 1.25 to 1.0 thereafter, anmax funded debt to earnings (as defined in the
credit agreement) ratio of 3.0 to 1.0, a minimunbtdgervice coverage ratio of 1.25 to 1.0, and a
restriction on distributions to Unitholders andulg acquisitions without the prior written consehthe
Bank. For purposes of calculating the currenbraéb% of the capital and acquisition loans thatdre
within one year are included in current liabilitieds at December 31, 2008 the Fund was in cong#ian
with all bank covenants.
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On December 31, 2008 the Fund amended its crailities with the Bank. Under the amended terms the
capital and acquisition loans entailed interesthatFund's option, at the Bank’s prime rate plusuage

of 1.2% to 1.5%, or a stamping fee with a rang2.@%6 to 3.0% above the Bank’'s banker’'s acceptance
rate. The credit facilities were also amended tdusle the ratio of debt to tangible net worth from
covenant calculations, set other covenants as stigedan the preceding paragraph, and repay $4.60
million in full by December 30, 2010. Managemenpests to fund the repayment through cash flow
generated from operations.

On July 2, 2008, the Fund entered into an inter@st swap with the Bank. The swap has a three-year
term, a notional value of $9,312,000 and a fixetd raf 4.08% plus a stamping fee of 3.0% as at

December 31, 2008. The Fund has not applied hedgriating to this swap, and as a result recorded a
financial derivative liability of $525,079 at Decker 31, 2008. The Fund marks the value of this

derivative to market every quarter, and any rasgiijains/losses are recorded net income.

DISTRIBUTABLE CASH AND DISTRIBUTIONS (for definitio n of Distributable Cash see
“Non-GAAP Measures” below)

The Fund reviews its historic and expected resuits regular basis. This review includes considerat

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

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 distribusdo unitholders.
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The following shows the Fund'’s distribution hist@ipce the Offering on August 15, 2006:

Distribution history Distributions per Unit
August, 2008V $ 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
April, 2007 0.0450
May, 2007 0.0450
June, 2007 0.0500
July, 2007 0.0500
August, 2007 0.0500
September, 2007 0.0500
October, 2007 0.0500
November, 2007 0.0500
December, 2007 0.0500
Total for the twelve months ended December 31, 2007 $ 0.5666
January, 2008 $ 0.0500
February, 2008 0.0500
March, 2008 0.0500
April, 2008 0.0500
May, 2008 0.0500
June, 2008 0.0500
July, 2008 0.0500
August, 2008 0.0500
September, 2008 0.0500
October, 2008 0.0500
November, 2008 0.0500
December, 2008 0.0500
Total for the twelve months ended December 31, 2008 $ 0.6000
Note:

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

Distributions are paid on or about the 15th dagaxth month to unitholders of record on the lasiness
day of the preceding month. Unitholders who are-memdents of Canada will be subject to withholding
taxes payable on any distributions by the Fund.
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Distributable cash and distributions - Reconciliat of cash provided by operating activities to

distributable cash

The following table reconciles cash flow from ogerg activities to distributable cash for the thessd

twelve months ended December 31, 2008.

Reconciliation of cash flow from operating actig&ito distributable ca

($000's, except for Unit amounts)

Three months end
December 31

December 31

Cash flow from operating activities 2,097 $ 11,414
Changes in non-cash working capital balances 1,033 (2,246)
3,130 9,168
Gain on sale of assets (34) 173
Maintenance capital expenditite (297) (563)
Distributable cash generat€ti 2799 $ 8,778
Distributions declared 1,867 $ 7,209
Distributable cash generated per Unit 0.2314 $ 0.7361
Distributions declared per Unit 0.1500 0.6000
Payout ratid? 1.50x 1.22x
Payout percentad®@ 66.7% 82.1%
Net income (538) $ 1,479
Shortfall of net income over distributions declared (2,405)% (5,730)

Notes:
(1) See definition of “Maintenance capital expenditliggsd “Distributable Cash” under “Non-GAAP Measures
(2) Amounts calculated using distributable cash angiilbigions declared for the related period, nopenUnit amounts.

Net income was $2.41 million and $5.73 million lowkan cash distributions to unitholders for thes¢h
and twelve months ended December 31, 2008. An sxafedistributions over net income is expected to
continue in the future and is largely due to actiogntreatment of net income, which, under GAAP,
reflects non-cash items such as amortization apdedmtion as well as changes in future incomestaxe
due to tax rate changes and temporary differenegelen amounts recorded on the balance sheetdr bo
and tax purposes, all of which do not impact césh.fDepreciation and amortization do not necelsari
represent the cost of maintaining productive cdpatherefore, cash required for maintenance may be
lower than depreciation expense.

NON-GAAP MEASURES

References in this MD&A to “EBITDA” are to earnindsefore interest, income taxes, depreciation,
amortization, accretion, loss on financial derweadi relating to the recording of the fair markelueaof

the fixed interest rate swap, foreign exchangesgasses, and write-down of fleet assets, intaagiskets
and goodwill. EBITDA is a measure used by manystmes to compare issuers on the basis of ability to
generate cash flow from operations. EBITDA is notearnings measure recognized by GAAP, does not
have standardized meanings prescribed by GAAP saniderefore unlikely to be comparable to similar
measures presented by other issuers. The Fund'agmeent believes that EBITDA is an important
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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” @pecash available for distribution to the unittestsi

by the Fund. Distributable Cash is not a recognimezhsure under GAAP and does not have a
standardized meaning prescribed by GAAP. Canadmem-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 asteghby such issuers. The Fund’'s management bglieve
that, in addition to net income, Distributable Casha useful supplemental measure that may assist
investors in assessing the return on their invastmeUnits. See “Distributable Cash and Distribos -
Reconciliation of Cash Provided by Operating Atieg to Distributable Cash”.

“Adjusted net income” is not a recognized measurdeu GAAP. Adjusted net income is net income
adjusted for charges relating to asset impairmess, on financial derivatives relating to the relog of
the fair market value of the fixed interest swajufe income taxes, and non-recurring expensesiséetj
net income is used to compare the Fund’s currahipainr years’ profitability on a consistent basis.

“Maintenance capital expenditures” is not a recogghi 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.

OFF-BALANCE SHEET FINANCING

The Fund has no off-balance sheet arrangements.

CONTRACTUAL OBLIGATIONS

The minimum repayments required for the currentlystanding capital and acquisition loans are as
follows:

Loans payable ($000's) 2009 2010 2011 2012 2013
Loans Payable $ 4792 $ 8,519 $ 6,584 $ 4237 % 11,873
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The Fund has the following rental, equipment fimagc capital lease and operating lease
commitments:

Contractual obligations ($000's) 2009 2010 2011 2012 2013 20;fztte?nd
Rental commitments $ 1,308 $ 1,296 $ 1,244 $ 1,112 $ 901 $ 3,703
Equipment financing commitments 92 68 28 - - -
Capital leases 169 85 - - - -
Operating leases 633 543 344 209 76 26
$ 2,202 % 1,992 $ 1,616 $ 1,321 $ 977 $ 3,729

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. A third-party trustee will puasé Units in the market with this pool of funds anidl
hold the Units until such time as ownership vesteach participant. LTIP participants will be datitto
receive distributions on all Units held for thegcaunt prior to the applicable vesting date. Urea4$inits
held by the third-party trustee for an LTIP papamt will be forfeited if the participant resigns ie
terminated for cause prior to the applicable vegstlate, and those Units will be sold and the prdgee
returned to the Fund.

The Compensation Committee has the power to, arothry things: (i) determine those individuals who
will participate in the LTIP; (ii) determine thevid of participation of each participant; and (@gtermine
the time or times when LTIP awards will vest orgaed to each participant.

The Compensation Committee from time to time mapsidthe threshold. In fiscal 2008, the LTIP
provided for awards that may be earned based oamioeint by which cash available for distributiomn pe
Unit (as measured on a fully diluted basis), exseeedase distribution threshold of $0.65 per Uait p

annum (the “threshold”). The percentage amounhat excess which forms the LTIP incentive pool is
determined as follows:

Percentage by which cash available for distribugienUnit Maximum proportion of excess cash available fetritiution for
exceeds 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, 2008, the caskableafor distribution per Unit did not exceed the
threshold. Accordingly, no payments were approvetkuthe LTIP for the 2008 fiscal year.
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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 Uniky tme granted to the Trustees and to the directors,
officers and employees of, and service providerstiie WesternOne Equity LP or its affiliates. The
purpose of the WesternOne Equity Option Plan israwide such eligible participants with compengatio
opportunities that will encourage ownership of Bnénhance the Fund's ability to attract, retaid an
motivate key personnel, and reward directors, @ffic employees and service providers for significan
performance and growth in the Fund’s cash flow.

On July 9, 2008, the Fund granted options to sesxecutives, directors, Trustees and certain erap®y
to purchase, in aggregate, up to 463,000 Unitsh Bption provides the holder with the right for tapten
years to purchase one Unit at an exercise pri¢d §0. Vesting occurs equally over the next fivarge

As at December 31, 2008, the Fund did not issuelaitg relating to the WesternOne Equity OptionnPla
as none of the options have been vested.

TRANSACTIONS WITH RELATED PARTIES

The Fund purchased equipment from a company inhadiboard member of the Fund has a controlling
interest, for $397,097 during 2008. These transastarose during the normal course of business and
have been recorded at fair market value.

The Fund purchased land and a building from a cosna which employees of the Fund held a non-
controlling interest, for $575,000. These transastarose during the normal course of busines$avel
been recorded at fair market value.

The Fund currently rents premises in various locatifrom companies in which employees of the Fund
hold certain interests. In the fiscal year 200& Fund has paid $268,709 in such rent. The exchange
between the parties is at fair market value.

FUND UNITS AND PRINCIPAL UNITHOLDERS

As at the date of this MD&A, 13,775,524 Units wessued and outstanding, each of which entitles the
holder to one vote at Unitholder meetings. Furtleeen97,019 Series A Debenture unit were issued and
outstanding. In addition, 125,000 exchangeablesuffiExchangeable LP Units”) were issued by a
subsidiary indirectly controlled by the Fund on feby 15, 2008. The Exchangeable LP Units have no
voting rights but have economic rights equivalentite Fund's Units, and are exchangeable to thesUni
on a one-for-one basis. To the knowledge of thedFuoa person beneficially owns, directly or indthgc

or exercises control or direction over, Units cangymore than 10% of the voting rights attachedltthe
issued and outstanding Units.
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CRITICAL ACCOUNTING ESTIMATES

The Fund's accounting policies are described ie Bodf the Financial Statements. The preparatidheof
Financial Statements in conformity with generallgepted accounting principles requires manageroent t
make estimates and assumptions that affect theteghbamounts of assets and liabilities and discéssu
of contingent assets and liabilities at the date¢hef Financial Statements and the reported amaints
revenue and expenses during the reporting periotuafresults could differ from those estimatese Th
Fund considers the following policies to be mogdiaal in understanding the judgments that are lirea

in preparing the Financial Statements and the taiogies that could affect the Fund’'s results of
operations, financial condition and cash flows.

Financial Instruments

The Fund’s financial assets and financial lialg$itiare initially recognized at their fair value ahdir
subsequent measurement is dependent on theirficassn or designation as described below. Their
classification or designation depends on the pwpos which the financial instruments were acquioed
issued and their characteristics. Financial insénis classified or designated as held for tradirg a
measured at fair value with gains and losses réoednn net income. Available-for-sale financial
instruments are measured at fair value, with uzeghlgains and losses recognized in other compsetgen
income. Financial instruments classified as helth&durity, loans and receivables, and other liaddiare
measured at amortized costs.

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

Cash and cash equivalents..................cccccuee......  Held-for-trading

Short term investments ...........cccccevvvimmmcmeennnnnn. Held-for-trading

Financial derivative§ ..............c..ccocooovieviceieien. Helol-ftrading

Accounts receivable ............ccooooiiiiiiiie Loans and receivables

Operating 10ans .........ccooovieiiiiiiiiieeeec e Other liabilities

Accounts payable and accrued liabilities ...........  Other liabilities

Distributions payable ... Other liabilities

Capital and acquisition loans ............ccccceeeeeeeees Other liabilities

Equipment financing payable.................ccccc..... Other liabilities

Mortgage payable ..........ocooiiiiiiiiii Other liabilities

Series A debentures ............oooeeeiiiiiceeeeenee e Other liabilities

E\Ilc))te. These derivative instruments have not besigdated as hedges for accounting purposes arfdiav@lued on a quarterly
basis.

Transaction costs that are directly attributabléht acquisition or issue of a financial assetimmarfcial
liability are netted against the fair value of fimancial instrument on initial recognition, withet exception

of transaction costs related to financial instrutméhat are classified as held for trading. Thesesaction
costs are then amortized over the expected lif¢heffinancial instrument using the effective ingtre
method (“EIM”). Transaction costs related to hetwt frading financial instruments are expensed as
incurred.
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Revenue Recognition

Revenue from rental contracts and logistical supmmrecognized 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 pamgs
delivered, the related services have been rendaneld;ollectability is reasonably assured.

Revenue from fuel wholesale and distribution iogeized at the time when the fuel is delivered rédtated
services have been rendered, and collectabilityasonably assured.

Revenue from equipment held for resale is recognatethe time at which the contract is signed ke th

purchaser, all significant risks and rewards of enship have been transferred to the purchaser, and
collectability is reasonably assured.

Inventory valuation

New and used equipment inventories are recordédealbower of cost and net realizable value, witktco
determined on a specific item basis. New and ugegbment inventory write-downs are included in aafst
sales.

Parts inventories are valued at the lower of cost met realizable value, with cost generally being
determined on a weighted-average basis. Partstonyenrite-downs are included in cost of sales.
Property and equipment

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

Rental fleef?) ..o 10 years
Tractors and trailers...........oooveeiiiiiccecee e 7 years
Furniture, fixtures and equipment............cccceeiveiieiinneeeinnnnnnn. 5 years
Computer equipment and software............ccoveeeeiieereiiiieenee. 5 years
Leasehold improvements .......... lesser of $syaad the initial term of the lease

Note:

2) Net of estimated salvage value.
Amortization commences in the month in which thiatesl assets are acquired, and therefore there is n
reduction in the rate for the year of acquisition.

Management reviews these assets for impairment aveerchanges in circumstances indicate that the
carrying amount of an asset may not be recoverfatme expected undiscounted future cash flows from
their expected use and eventual disposition. Ihsissets are considered to be impaired, the impairta

be recognized is measured as the amount by whehcdirying amount of the assets exceeds their
estimated fair value. Any impairment is includedimeome for the period in which the impairment is
recognized.
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Intangible assets

Identifiable intangible assets are recorded at, dess any provision for permanent impairment. Fbad
does not amortize its intangible assets with indateble lives. The Fund amortizes its intangildsets
with determinable lives over their estimated uskiels on a straight-line basis:

Customer relationships ..........coovviiiiicee e 10 years
NoNn-competition agreements ................om e eeeeeenneeeeennnnns. 3 years
Franchise Agreements .........ccuuuiiiieieisccccceeee e e 12 years
Brand Name ..........coooiiiiiiiii e nil
Supplier agreemeNtS .........coovvviiiiiiis e nil

Management reviews intangible assets with defidites for impairment whenever changes in
circumstances that indicate the carrying amouniamfasset may not be recoverable from expected
undiscounted future cash flows from their expeaied and eventual disposition. Management reviews
intangible assets with definite lives for impairmanleast annually. If such assets are considenedired,

the impairment to be recognized is measured asut@int by which the carrying amount of the assets
exceed their estimated fair value. Fair value tsreded using discounted cash flows. Any impairment
included in income for the period in which the inmpgent is recognized.

Goodwill

Goodwill represents the excess of the cost of guieed enterprise over the net of the amounts asditp
assets acquired and liabilities assumed less admgeguent write-downs for impairment. Goodwill is no
amortized and is reviewed for impairment at leastually or whenever events or changes in circuros&n
indicate that the carrying amount may be impair€hodwill impairment is assessed based on a
comparison of the fair value of a reporting unithie underlying carrying value of the reportingtisnnet
assets, including goodwill. If goodwill is considdrto be impaired, the impairment to be recogniged
measured as the amount by which the carrying amaiuhe goodwill exceeds its estimated fair value.

Accrual of unbilled revenue

Revenue from rental contracts and related serigcgsnerated through cycle billing to customerscraal
of revenue relating to invoices not yet issuedust@mers at period-end is estimated by managerasedb
on rental rates specified in rental contracts ampeteted length of the rental periods.

Provision for Doubtful Accounts

The Fund is exposed to credit risk with respeadts@ccounts receivable, particularly from custasrer

the construction industry in British Columbia antbéta due to its concentration of business in that
sector. The Fund mitigates the risk by means oivargke customer base in the construction, industria
commercial, infrastructure, and residential as wasllother sectors, in which there was no singletattc
receivable balance in excess of 10% of the Fundissaidated accounts receivable balance as at
December 31, 2008. In general, the Fund mitigdtesisk by following a program of credit evaluasaoof
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customers and limits the amount of credit exterwdeeh deemed necessary. The Fund maintains pravision
for potential credit losses.

Unit based compensation

The Fund grants Unit options to directors, trusteed employees pursuant to a unit based compensatio
plan described in note 19 of the Financial Statésnédompensation expense is recorded for Unit nptio
issued to employees using the fair value methol avitorresponding increase in contributed sur@ng.
consideration received on exercise of options er gbrchase of Units is credited to fund units under
Unitholders’ Equity in the Fund’s balance sheet.

Under the fair value based method, unit based patgnmade to employees are measured at the grant dat
and amortized on a straight-line basis over thénggperiod of the options.

Income taxes and future income taxes

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

In June 2007, the Government of Canada substgngathicted new legislation to tax distributions of
publicly traded income trusts, commencing in 2044 a result, the Fund is now required to recogthee
future income tax assets and liabilities expeategkise when the tax on distributions becomes equiple.

Future income tax assets and liabilities are detedrbased on the temporary differences betweetathe
basis of the Fund's assets and liabilities ancatheunts reported in the financial statements, eéceittent
that such temporary differences are expected tersevon or after January 1, 2011. Future tax assets
liabilities are calculated using the tax rates tlwe periods in which the differences are expectetiet
settled. Currently the enacted or substantivel\ctenhtax rate is 27.0% for 2011 and 25.5% theneafte
Future tax assets are recognized to the extenthéytare considered more likely than not to bézedh

ADOPTION OF NEW ACCOUNTING STANDARDS

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

CICA HB Section 1400 — Going Concern

In June 2007, Section 1400 was amended to inckgierements for management to assess and discilose a
entity’s ability to continue as a going concernisT$ection applies to interim and annual periodgrimng

on or after January 1, 2008. As at December 31820@& Bank advanced $35,747,115 of capital and
acquisition loans to the Fund to continue its sgi&t growth initiatives through business acquisgi@and
expansion of rental fleet. The capital and acdaisibans, as described in detail in note 8 offimancial
Statements, are repayable on demand by the Banile Whanagement believes the acquisitions and dapita
expenditures will continue to generate significestenue and earnings growth as the Fund benebits fr
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Western Canada’s construction and infrastructuctos® the success of the Fund depends on therangoi
financial support from the Bank, by allowing thenButo service its debt obligations based on exstin
repayment schedules.

The accompanying consolidated financial statemieat® been prepared assuming the Fund will continue
as a going concern, which contemplates the remizaf assets and the satisfaction of liabilitinsthe
normal course of business.

CICA HB Section 1535 — Capital Disclosures

Effective January 1, 2008, the Fund adopted themmeendation of CICA Handbook Section 1535 that
specifies the disclosure of: (i) an entity's obyexs, policies and processes for managing capiiil;
guantitative data about what the entity regardsagstal; (iii) whether the entity has complied wihy
established capital requirements; and, (iv) ifas mot complied, the consequences of such non-@oropl
The disclosures are provided in note 16 of therkiz Statements.

CICA HB Section 3031 - Inventories

CICA Handbook Section 3031 requires inventory tomeasured at the lower of cost and net realizable
value. This standard provides additional guidancénhe types of costs that can be capitalized amaines

the reversal and disclosure of previous inventoriyevdowns if economic circumstances have changed t
support higher inventory values. The adoption @ #tandard did not have any impact on the Fund's
Financial Statements.

CICA HB Section 3862 and 3863 — Financial Instrumen— Disclosures and Presentation

The Fund has also adopted CICA Handbook Sectiof2 38d 3863, which replace Handbook Section
3861, Financial Instruments - Disclosure and Ptesen, revising and enhancing its disclosure
requirements, and carrying forward its presentateguirements. These new Sections place increased
emphasis on disclosures about the nature and eftesks arising from financial instruments andvhan
entity manages these risks. The disclosures aréded in note 17 of the Financial Statements.

Future accounting changes

In February 2008, the CICA issued Handbook SecB064, "Goodwill and intangible assets," which
replaces the existing standards. This revised atdndestablishes guidance for the recognition,
measurement and disclosure of goodwill and intdagissets, including internally generated intamgibl
assets. This standard is effective for 2009. ThedFs currently evaluating the impact of adoptihg t
standard on its consolidated financial statements.
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International Financial Reporting Standards

In February 2008, the Canadian Accounting Stand&ualsrd confirmed that International Financial
Reporting Standards will replace Canada’s curremergplly accepted accounting principles for puplicl
accountable profit-oriented enterprises for inteamd annual financial statements effective Jandary
2011. The Fund is presently considering the etfeese standards will have on its financial statésneh
project plan is being developed and resource amdirtig requirements are being assessed. Over #te ne
two years changes will be implemented and workgoeréd to ensure the accuracy and effectivenesseof t
transition to IFRS. At this time it is not possiltéedetermine how reporting according to IFRS waiffect
future financial statements.

RISKS AND UNCERTAINTIES

In addition to the risks and uncertainties disaosethe Fund’s Annual Information Form dated Ma2éh
2008 and in any subsequent Annual Information Fortne Fund believes that the following items
represent significant areas for consideration.

General economic conditions

The Fund’s business is subject to changes in rafiddorth American or global economic conditions,
including but not limited to, recessionary or itft@ary trends, equity market levels, consumer itred
availability, interest rates, consumers’ disposableome and spending levels, job security and
unemployment, and overall consumer confidence. @émm any of the above economic conditions could
have a material adverse effect on the Fund's bssjrfenancial condition, results of operations aadh
flows.

Current financial conditions

Current financial conditions globally have beenjsaibto unprecedented volatility and numerous foman
institutions have either gone into bankruptcy orehhad to be rescued by governmental authoritiesegs
to financing has been negatively impacted by boti®ime mortgages and the liquidity crisis affiegtihe
asset-backed commercial paper market. The Fundisyab maintain sufficient operating, capital and
acquisition credit facilities may be adversely etféel by these market conditions.

Financial health of Business LPs and cash flows

The Fund is entirely dependent on the operatiorts amsets of the Business LPs through its indirect
ownership interests. The Fund’'s ability to makeutag distributions to unitholders is dependent loa t
cash flow generated by the Business LPs. This fectefd by the profitability, fluctuations in workjn
capital, margin sustainability and capital expandis of the Business LPs. Although the Business LPs
intend to distribute their cash available for disition, there can be no assurance regarding tloeiats of
income to be generated by the Business LPs andraspaid to the Fund. The failure of any BusineBs L
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to make its anticipated distributions could adugrgapact the Fund’s financial condition and cakdws
and therefore distributions to Unitholders.

Dependence upon WesternOne Equity LP to fund cagdtributions

The Fund is an unincorporated, open-ended trust whih ultimately be entirely dependent on the
operations and assets of WesternOne Equity LP. @ethbutions to unitholders will ultimately be
dependent on, among other things, the ability ofsMf@One Equity LP to make cash available for
distributions. The Fund'’s ability to make cash ritigttions or other payments or advances will bgesiib
to applicable laws and regulations and contraatestrictions contained in the instruments goverming
indebtedness of WesternOne Equity LP, includinfri@se covenants in the credit facility agreement

Cash distributions are not guaranteed and will fliuate with business performance

Although the Fund intends to distribute the casstrithiutions ultimately received by the Fund, less
expenses and amounts, if any, paid by the Fundrinection with the redemption of Units, there camb
assurance regarding the amounts of income to beragex by the business of WesternOne Equity LP or
ultimately distributed to the Fund. The Fund’s #pito make cash distributions, and the actual arhou
distributed, will ultimately be entirely dependemt the operations and assets of WesternOne EqRity L
and will be subject to various factors including financial performance, its obligations under the
applicable credit facility, fluctuations in its vkang capital, the sustainability of its margins atgdcapital
expenditure requirements.

Distributions are discretionary

The Fund is not obligated to pay distributions ba Units. The payment of distributions is at thé& so
discretion of the Trustees and the board of dirsctd WesternOne Equity LP, and they may decide to
eliminate or reduce any distributions paid on thts) or retain cash otherwise available for disttion

for investment in the Fund’s business. Any reducto elimination of distributions could cause therket
price of the Units to decline and could further ssathe Units to become less liquid, which may tasul
losses to unitholders.

Nature of the Units

Securities like the Units share certain attribw@simon to both equity securities and debt instrasnérhe
Units do not represent a direct investment in thsiress of WesternOne Equity LP and should not be
viewed by investors as direct securities of WeSdaEquity LP. The Units represent a fractionadriest

in the Fund. The price per Unit is a function ofieipated distributable income, interest rates atiebr
factors.
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Unpredictability and volatility of Unit prices

The market price of the Units could be subject igmiBcant fluctuations in response to variatioms i
guarterly operating results, monthly distributiorend other factors. In addition, industry specific
fluctuations in the stock market may adverselycaftee market price of the Units regardless offtied’s
operating performance. There can be no assuraatéh price of the Units will remain at currentdls.
The annual yield on the Units as compared to threianyield on other financial instruments may also
influence the price of Units in the public tradimgarkets. In addition, the securities markets have
experienced significant price and volume fluctuagiérom time to time in recent years that oftenehaeen
unrelated or disproportionate to the operatinggrernce of particular issuers. These broad fluingt
may adversely affect the market price of the Units.

Failure to realize anticipated benefits of acquisihs

The Fund'’s future growth depends in large parttsnability to acquire additional businesses, manage
expansion, control costs in its operations and amae businesses into its organization. In punga
strategy of acquiring other businesses, the Fuodsfaisks commonly encountered with growth through
acquisitions. These risks include, but are nottéichito, incurring significantly higher capital exyp@ures

and operating expenses, failing to integrate theradmns and personnel of the acquired businesses,
entering new unfamiliar markets, incurring undisaed liabilities at acquired businesses, disruptingg
Fund's ongoing business, diverting the Fund's mensmt resources, failing to maintain uniform
standards, controls and policies, impairing refediops with employees, suppliers and customers as a
result of changes in management, causing increageehses for accounting and computer systems and
incorrectly valuing acquired entities.

The Fund may not adequately anticipate all the desidahat its growth will impose on its personnel,
procedures and structures, including its finanaia reporting control systems, data processingsyst
and management structure. Moreover, the Fund'arétio retain qualified management personnel at any
acquired businesses may increase the risk assbaedte integrating the businesses. If the Fund oann
adequately anticipate and respond to these deménasy fail to realize acquisition synergies at&l i
resources will be focused on incorporating new ajans into its structure rather than on areas it

be more profitable. In addition, although the Fuwmhducts what it believes to be a prudent level of
investigation regarding the operating conditiorthaf businesses it purchases, in light of the cistantes

of each transaction, an unavoidable level of reskains regarding the actual operating conditiothese
businesses. Until the Fund actually assumes opgratintrol of such business assets, it may nobleeta
ascertain the actual value of the acquired entity.

Growth Initiatives

The Fund's ability to successfully grow through axfdacquisitions will be dependent on a number of
factors, including: the identification of suitaldequisition targets in both new and existing markéte
negotiation of purchase agreements on satisfacterys and prices; securing attractive financing
arrangements; and the integration of newly acquipetations into the existing business. Any actjarsi
will involve a number of risks, including: the intly to integrate the operations, personnel arfidrimation
systems of the acquired business; the potentialisiign of previously undisclosed liabilities; arioe
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potential disruption of the Fund’s ongoing businasd the diversion of management’s attention frtsm i
day-to-day operations. An unsuccessful acquisitiomd have a material adverse impact on the Fusd, i
results of operations and financial condition. boltlers are totally dependent upon managementtois:
and Trustees in making investment decisions. Thest€es have a fiduciary duty to ensure that all
investments are made in the best interests ofaldéhs.

Competition

There can be no assurances that the Fund will ke tabsuccessfully compete against its respective
competitors or that such competition will not havenaterial adverse effect on its businesses, fiaanc
condition, results of operations and cash flows thiedefore distributions to unitholders. Existingfature
competitors may also compete with the Fund for ediipn candidates, which may increase acquisition
prices and reduce the number of suitable acquisitiandidates. If the Fund is not able to compete
effectively in this regard, its future growth mag tregatively impacted.

Financing Constraints

The indebtedness represented by the operating ftwam, plan financing, credit facility for equipmien
purchases and capital leases that the Fund ufiearnce the Business LPs’ new equipment invent@res
rental fleet acquisitions could limit the futureadability of debt financing to fund acquisitiong&n
extension to the acquisition loan under the exgstiredit facility agreement may not be availablehe
Fund on favourable terms from its current or otlkeaders. We may be required to use available cash o
other sources of debt or equity financing. Usinghctd complete acquisitions may substantially afflee
Fund’s operating or financial flexibility. If theuRd is unable to obtain financing on acceptablasemwe
may be required to reduce the scope of our prgsenticipated expansion, which may materially and
adversely affect our growth strategy.

Supply disruptions

Various businesses of the Fund are dependent ostehdy supply of fuels for their business openatio
with respect to fuel sales, equipment rentals amei@l logistics. Potential disruptions of fuel glyfrom
the existing suppliers could negatively impactfued’s revenues and operating results if the Faisl to
secure alternate fuel supplies.

Seasonality and fluctuations in results

The revenue and operating results of the predecbssmess of each of the Business LPs have fuattyri
displayed seasonal variations throughout the yead this variation is expected to continue in the
foreseeable future. See “Seasonality” above.
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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 the Fund for new locationsiclv may reduce 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 credit facilities bear interest at vialearates. The Fund is currently using a combinaab
fixed interest rate swaps and short-term instrunmetite form of a banker’s acceptance to reducesxe
to interest rate risk on a portion of its loans.

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 Fantahe film industry in British Columbia which is
sensitive to the U.S. dollar currency fluctuationbe Fund does not use derivative instruments doce
these risks.

As at December 31, 2008, the Fund’s consolidatéahba sheet included $242,254 of accounts payable
(2007 - $33,358), $Nil of net operating loan (260%15,034), and $8,095 of cash (2007 - $Nil) which
were U.S. currency denominated.

Federal income tax changes

On October 31, 2006 the Minister of Finance (Cahagftemounced proposed changes to the taxation of
certain publicly-traded trusts and partnerships nail unitholders. These changes (the “SIFT Ryles”
were enacted and became law on June 22, 2007.IFheR&iles apply, in the case of trusts, to a tthat

is resident in Canada for purposes of the Tax &atl the units of which are listed on a stock exghan
other public market (a specified investment flowstigh trust, or “SIFT trust”). In the case of a Bliffust

the units of which were already publicly traded@ctober 31, 2006, which includes the Fund, the SIFT
Rules generally will not take effect until Janudry 2011, provided the trust does not exceed "normal
growth" before then. On December 15, 2006 the Nénisf Finance issued guidelines with respect tatwh
would be considered "normal growth" for this pumoghich guidelines were effectively incorporatgd b
reference into the Tax Act when the SIFT Rules vesiacted.

Under the SIFT Rules, commencing January 1, 20%l Fund will become subject to tax on its income
and taxable capital gains from dispositions, tsapaid or payable to Unitholders, at a rate equdhe
then prevailing corporate income tax rate (curyesit at 27.0% for 2011 and 25.5% thereafter).
Distributions of such income to Unitholders would treated as dividends paid by a taxable Canadian
corporation. This will result in the Fund's incobreing subject to the tax, and distributions of sacbme
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by the Fund to its Unitholders being treated agldivds paid by a taxable Canadian corporation.rRgtu
of capital by the Fund to its Unitholders would betaffected by the SIFT Rules and would contioueet
taxed in the same manner as done currently.

It is not expected that the Fund will become sulije¢he SIFT Rules until 2011. However, when tHeTS
Rules commence to apply to the Fund, such rulegxgrected to result in adverse tax consequendée to
Fund and Unitholders and may impact cash distoistirom the Fund. Furthermore, the SIFT Rules may
reduce the value of the Units, which would be etgreto increase the cost to the Fund of raisingalap

the public capital markets.

As noted above, the Fund could become subjectettRT Rules before 2011 if it experiences growth,
other than "normal growth", before that time. Untlee "normal growth” guidelines, the Fund will be
considered to have experienced only "normal grovftis issuances of new equity (which for this pose
includes trust units and debt that is convertibte trust units, but does not include non-convirtdebt)

do not exceed, for each of the intervening pergeisforth below, a safe harbour measured by referen
the Fund's market capitalization as of the endaafihg on October 31, 2006 (measured solely byahee

of the Fund’'s issued and outstanding publicly-tdadeust units as of that date). The Trust's market
capitalization as of October 31, 2006 was $22.44omi The intervening periods and their respectiaée
harbour amounts are as follows:

Time Period Safe Harbour Amount
November 1, 2006 to December 31, 2007 Greater @idilion or 40% of October 31, 2006 Market Capiation

January 1, 2008 to December 31, 2008 Greater of $50 million or 20% of October 31, 2006rkkt Capitalization
January 1, 2009 to December 31, 2009 Greater of $50 million or 20% of October 31, 2006rkkt Capitalization
January 1, 2010 to December 31, 2010 Greater of $50 million or 20% of October 31, 2006rkkt Capitalization

The “normal growth” guidelines provide that thesmal safe harbour amounts are cumulative, and that
replacing debt that was outstanding as of Octolke2B806 with new equity, whether through a debentur
conversion or otherwise, will not be consideredaghofor these purposes.

The effect of the legislation could have an adveffet on the Fund, its ability to pay distributsoand the
market value of its Units.

DISCLOSURE CONTROLS AND PROCEDURES AND INTERNAL CONTROL OVER
FINANCIAL REPORTING

The Fund’'s management, under the supervision @htsf Executive Officer (“CEQO”) and Chief Finankia
Officer (“CFQO"), is responsible for establishing dammaintaining disclosure controls and procedures
(“DC&P”) and internal control over financial reporg (“ICFR”). DC&P are designed to provide
reasonable assurance that information require@ tidzlosed by the Fund in annual filings, intefilings

or other reports filed or submitted under secwitiegislation is recorded, processed, summarizedd an
reported within the time periods specified in teeuwsities legislation. Furthermore, DC&P are desito
ensure that information required to be disclosedhgsy Fund in annual filings, interim filings or eth
reports filed or submitted under securities legisfais accumulated and communicated to the Fund's
management, including its CEO and CFO, as apptaepta allow timely decisions regarding required
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disclosure. ICFR is designed to provide reasonasderance regarding the reliability of financigdaeing
and the preparation of financial statements foerew! purposes in accordance with Canadian geyerall
accepted accounting principles.

As at December 31, 2008, the Fund's managemengruig supervision of its CEO and CFO has
completed an assessment of the design of DC&P @RR I In making this assessment, management used
the criteria set forth by the Committee of SponspriOrganizations of the Treadway Commission
(“*COSO”) in Internal Control — Integrated Framework

The Fund’'s management has not yet evaluated tigndd#sDC&P and ICFR related to H&P, a subsidiary
indirectly owned by the Fund which acquired theetss@nd businesses of Davis SureFire on October 1,
2008. H&P had revenues of $5.54 million during 280®e the commencement of operation on October 1,
2008. This represents 14.7% of the total revenuk8af58 million for the twelve months ended Decambe
31, 2008. The Fund’'s management expects H&P’s usvas a percentage of the Fund’s total revenue will
increase in 2009, as H&P enters into a full yeaop#ration. The Fund’'s management anticipatestiieat
integration of H&P will be completed prior to Sepiger 30, 2009 at which time it will be under the
Fund’s existing control environment.

During the year the Fund’'s management, under tpersision of its CEO and CFO, has evaluated the
effectiveness and operation of its DC&P and ICFR whe exception of H&P. This evaluation includes
risk evaluation, documentation of key processes tasts of effectiveness conducted on a sample basis
throughout the year. Due to the inherent limitagiamall control systems, an evaluation of the DCa&fd
ICFR can only provide reasonable assurance ovesftbetiveness of the controls. As a result, DC&¥d a
ICFR are not expected to prevent and detect afitatisments due to error or fraud.

As at December 31, 2008, two material weaknessesteen identified with the Fund’s financial refrayt
procedures over segregation of duties. Specificallycounting duties relating to the preparation and
subsequent review of manual, non-routine journatie=sn were not properly segregated due to limited
staffing resources. Furthermore, financial closaing reporting procedures were not formally docuetgnt
again due to limited staffing resources.

As part of the integration process, the Fund wippand its resources in the financial reporting fiom;
thereby enhancing the effectiveness of the curcemtrols through proper segregation of duties and
documentation of roles involved in the financialsthg and reporting procedures.

Due to the evaluation in the preceding paragrafitess CEO and CFO have concluded that the Fund's
DC&P and ICFR, as defined in National Instrumentl®®, Certification of Disclosure in Issuers’ Anhua
and Interim Filings, are not effective to ensurat information required to be disclosed in reptitg are
filed or submitted under Canadian securities lagsh and regulation is recorded, processed, surnedar
and reported within the times specified in thodesand forms.

There has been no change in the Fund’'s ICFR tlatrieed during the fourth quarter of fiscal 2008ttha
has materially affected, or is reasonably likelyriaterially affect, the Fund’s ICFR.
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OUTLOOK

The following discussion is qualified in its entiydy the “Forward-looking information” at the baging
of this MD&A, and the section titled “Risks and Wmntainties”.

While the economic downturn is posing challengeth®business environment that the Fund operates in
management sees that its primary markets in thastrficture and construction sectors in westerra@an
may benefit from the rollout of infrastructure pcis from economic stimulus packages announcebeby t
federal and provincial governments. The potentiexhdiit stems from the Fund's existing network of
operations both within and across the British CdliznPlatform and the Alberta Platform. Followinge th
first quarter of operation of H&P’s propane wholesand heater rental business in northern Albéhia,
Fund has enhanced its product line and diversisedustomer base, which can be leveraged to fuéloe
growth in other geographical areas.

Amidst the current recession the Fund continueactively review the cost structure of each platform
business through assessing staff resources, padtsneentory procurement, logistics management and
other major operational areas to optimize operati@fficiency. Management views this as a critical
process in order to sustain earnings growth thr@aatireving a streamlined business model.

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
Toronto Stock Exchange: WEQ.UN and WEQ.DB
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