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@WESTERNONE EQUITY

MANAGEMENT’S DISCUSSION AND ANALYSIS
March 14, 2011

The following management’s discussion and analyM®&A”) should be read in conjunction with the
consolidated financial statements and accompanyiotes (“Financial Statements”) of WesternOne
Equity Income Fund and its direct and indirect ddiagies (collectively known as the “Fund” below,
unless the context otherwise requires) for the yealed December 31, 2010. Results have been prepare
in accordance with Canadian generally accepted aotiog principles (“GAAP”) and reported in
Canadian dollars unless otherwise indicated.

This MD&A contains forward-looking information. Rige 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 agrtnon-GAAP measures to assist in assessing the
Fund’s financial performance. Non-GAAP measuresndbhave 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 Bributions — 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 causeabcasults, performance, achievements or industry
results, to be materially different from any futuesults, performance, achievements or industrylises
expressed or implied by such forward-looking infation. Forward-looking information is identified by
the use of terms and phrases such as “anticipdtelieve”, “could”, “estimate”, “expect”, “intend”,
“may”, “plan”, “predict”, “project”, “will", “would ", and similar terms and phrases, including refeesn

to assumptions. Such information may involve, lsuat limited to, comments with respect to straegi
expectations, planned operations or future actiboswvard-looking information included in this MD&A
includes, but is not limited to, statements withpect to: the intention of the Fund to continueniake
monthly cash distributionshe outlook of the Fund’s business and the WedBamadian economy, the
performance characteristics of the Fund’'s asdetssupply and demand for products and serviceshend
related impact on rental pricing, the Fund's aptlit fund debt maturities, the ability to meet emtrand
future obligations, the impact of the federal ineotax changes on the Fund, critical accounting
estimates, management’s assessment of future pladsoperations, and discussion of the Fund’'s
adoption of the International Financial Reportirigriélards

Forward-looking information reflects current exmgins of management regarding future events and
operating performance as of the date of this MD&Aich information involves significant risks and
uncertainties, should not be read as guarantekgue performance or results, and will not necelssa
be accurate indications of whether or not suchltesuill be achieved. A number of factors could sau
actual results to differ materially from the resudiscussed in the forward-looking information Jurging,

but not limited to, the following factors: curreetonomic conditions, failure to access financirgdit
facilities risk, financial health of the Fund’s lited partnerships and cash flows, failure to realiz
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anticipated benefits of acquisitions, reliance ey gersonnel, competition for acquisition targetserest
rates, regulation, sensitivity to general econonuanditions and levels of economic activity, finargi
constraints, supply disruptions, adverse weathedition, seasonality and fluctuations in result®vgh
initiatives, competition, discontinuation of tax centives, labour shortages, employee relations,
expansion, impact on demand due to interest reaages, foreign exchange, resale of rental equipment
equipment availability, environmental regulationdamealth and safety matters, import product
restrictions and foreign trade risks, insuranceecage, dependence on existing sites, dependence on
information systems and technology, dependence WesternOne Equity LP to fund cash distributions,
cash distributions are not guaranteed and willtélate with business performance, distributions are
discretionary, nature of the Units (as defined unu®e 1 of the Financial Statements), leverage and
restrictive covenants, limitations on future grovethd cash flow, limited liability, unpredictabilitgnd
volatility of Unit prices, attributes of securitiestributed on redemption of Units of terminatiohthe
Fund, prior ranking indebtedness, conversion fdlmw certain transactions, dilution, investment
eligibility, income tax matters, restrictions onettownership of Units by non-residents of Canada,
indemnities under acquisition agreements and Uliithe are not afforded certain statutory rights. A
description of these factors can be found undesk®and Uncertainties” below.

Although the forward-looking information containéal this MD&A is based upon what the Fund’'s
management believes to be reasonable assumptienund cannot assure investors that actual results
will be consistent with such information. Forwaobking information reflects management’s current
beliefs and is based on information currently adé to the Fund. Such information reflects current
assumptions regarding future events and operatniggmance including, without limitation, stability

the economy in Western Canada, interest rates laeéduipment rental and sales and fuel wholesale
markets in which the Fund operates, and speaks aslgf the date of this discussion. The forward-
looking information is made as of the date of MiB&A and the Fund assumes no obligation to update
or revise such information to reflect new eventscaocumstances, except as may be required by
applicable law.

OVERVIEW OF THE FUND

The Fund is based in Vancouver, British Columbiad &as been established to seek opportunities to
acquire businesses in the sector of constructiah iafrastructure services located primarily in the
western Canadian provinces of British Columbia,elfh and Saskatchewan, in order to generate stable
and growing distributions for its Unitholders aslivées to achieve overall capital appreciation.

The Fund is an unincorporated, open-ended, linptegose trust created on June 14, 2006 and governed
by its declaration of trust and the laws of BritiSbhlumbia. The Fund is authorized to issue an Ltdiin
number of units (“Units”) and special voting uniach 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 and such other investments as the trustélee Fund (the “Trustees”) may determine.

The Fund holds a 100% indirect interest in WEQ Bobdn Equipment LP (“PER”), a limited
partnership established under the laws of Manitmbaune 15, 2006. The Fund commenced operations
on August 15, 2006, when PER acquired the assetshenbusiness of Production Equipment Rentals
Company. PER specializes in renting, selling andigag quality high reach and material-handling
equipment and providing logistical support to stomers, located primarily in Metro Vancouver.

The Fund holds a 100% indirect interest in WEQ Otdintry Rentals LP (“OCR”), a limited partnership

established under the laws of Manitoba on April2007. OCR’s operation commenced on June 1, 2007
when it acquired the assets and the business o€Qlatry Rentals Ltd. This business has been apgrat
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for more than 45 years, and is one of the largedtraost diversified equipment rentals, sales apdire
businesses on Vancouver Island, British Columbia.

The Fund holds a 100% indirect interest in WEQ C&Entals LP (“C&N"), a limited partnership
established under the laws of Manitoba on Augus2P®7. C&N'’s operation commenced on January 2,
2008, when it acquired the assets and the busoigS&N Motors Ltd. This business has been operating
for more than 25 years, and is a major equipmenttl® sales and repair business on central Vamcouv
Island, British Columbia.

The Fund holds a controlling indirect interest irEQ/ Deerfoot Rentals LP (“Deerfoot”), a limited
partnership established under the laws of Manitapa January 25, 2008. Deerfoot’'s operation
commenced on February 15, 2008, when it acquirechfisets and the business of Deerfoot Equipment
Rental Inc. Deerfoot is a major provider of renteéaters, generators and compact construction
equipment to homebuilders and commercial builder€algary and Lethbridge, Alberta. On April 1,
2010, Deerfoot acquired the assets and the busim&xs*Site Equipment (*OnSite”). OnSite has a egnt
fleet of over 450 aerial and material-handling miaek, and has operating locations in Edmonton, Red
Deer, Calgary and Lethbridge.

The Fund holds a 100% indirect interest in WEQ Hgdtropane LP (“H&P”), a limited partnership
established under the laws of Manitoba on Augus2P68. H&P’s operation commenced on October 1,
2008, when it acquired the assets and the busmesdeavis Heater Service Ltd. and Sure-Fire Prepan
Ltd. (collectively, “Davis SureFire”) These busises have been market leaders in the Northern Albert
equipment rental, construction heat, and propar@eshle and distribution industry for over 30 years

To ensure operational efficiency within the bussessacquired (PER, OCR, C&N, Deerfoot and H&P, or
collectively known as “Business LPs” below), thenBustructures its platform businesses based on
market and geographic boundaries. Currently, thediBubusinesses consist of two geographic regions
within the equipment rental, sales and service,faablwholesale and distribution industries — oasda

in British Columbia (the “BC Region”) and one inb&rta (the “Alberta Region”).

The BC Region began formally operating under aiesibrand name, “WesternOne Rentals and Sales”,
on July 3, 2008. The businesses in the Alberta dtegiere also integrated into the unified branding

strategy in 2010, following the acquisition of OwSin April 2010 and the ending of the franchise

agreement with Volvo Rents in October 2010.

The Units and the Fund’s senior secured convertlblgentures — Series A (“Series A Debentures”) and
unsecured convertible subordinated debentures (@‘2DE&bentures”) trade on the Toronto Stock
Exchange (the "Exchange") under the respective sistWEQ.UN, WEQ.DB and WEQ.DB.B.

SUMMARY FINANCIAL REVIEW

Following a third quarter which saw significant ye&er-year growth in its operating results, thendru
continued to record strong growth for the three therended December 31, 2010. Revenue, gross profit
and EBITDA grew by 43.5%, 55.0% and 81.7%, respebtj compared to the fourth quarter in 2009.
The increase was attributable to strong organievtrofrom the Fund’'s existing businesses, which
recorded increases of 20.5% and 54.7% in revendéE8iT DA, respectively, due to continued strength
in the construction sector in Alberta, along withoaust filming sector in Metro Vancouver and aryea
arrival of winter in Northern Alberta which led w&irong demand for heating fuel and related rentals.
Incremental contributions from OnSite (acquiredpril 2010) also generated $2.38 million of revenue
and $0.72 million of EBITDA in the fourth quarter.
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The strong operating results in the fourth quagave rise to a payout percentage of 58.5% for the
quarter. For the year ended December 31, 2010pdlyeut percentage was 99.4%, which improved
significantly from the trailing twelve months raid 124.4% as at September 30, 2010.

Summary Financial Overiew

Three months ended

December 31

Year ended
December 31

($000's, except per Unit amounts and percentages) 10 20 2009 2008 2010 2009 2008 .
Revenue $ 14,827 $ 10,333 $ 13,448 $ 50,252 $ 41,660 % 37,580
Cost of sales (4,003) (3,348) (4,532) (15,380) (13,595) (11,521)
Gross profit 10,824 6,985 8,916 34,872 28,065 26,059 .
Gross margin 73.0% 67.6% 66.3% 69.4% 67.4% 69.3%
Operating expensés (5,974) (4,317) (4,862) (21,399) (16,216) (14,463)_
EBITDA @ 4,850 2,668 4,054 13,473 11,849 11,596
Interest expens@ (1,279) (622) (902) (4,528) (2,556) (2,262)
Amortization, accretion and othefs (3,731) (3,059) (2,395) (13,493) (11,292) (6,039)
Franchise termination fe&s - - - (816) - -
Impairment of intangible assefs - - (3,515) (910) - (3,566)
Loss before future income taxes (160) (1,013) (2,758) (6,274) (1,999) (271)-
Future income tax recoveries 2 1,986 2,220 798 3,130 1,750
Net income/(loss) $ (158) $ 973 $ (538) $ (5,476)$ 1,131 $ 1,479
Adjustments: '
Franchise termination fe&s - - - 816 - -
Impairment of intangible assefs - - 3,515 910 - 3,566
Adjusted net income/(loss)? $ (158) % 973 $ 2,977 $ (3750)$ 1,131$ 5,045
Basic and diluted weighted avg income/(loss) peitUi$ (0.01) $ 0.07$ (0.04) % (0.39)$ 0.08 $ 0.12
Basic weighted avg income/(loss) per Unit - adjdste (0.01) 0.07 0.25 (0.27) 0.08 0.42
Diluted weighted avg income/(loss) per Unit - atias (0.01) 0.07 0.22 (0.27) 0.08 0.42
Total assets $ 91,162 $ 78,829 $ 87,655 91,162 $ 78,829 % 87,655
Total long-term liabilities 24,615 9,698 9,385 24,615 9,698 9,385
Maintenance capital expenditufe 104 203 297 865 563 563
Distributable cash generat@&d $ 3,593 % 1,893 8% 2,799 8,446 $ 8,903% 8,778
Distributable cash per Un® 0.2564 0.1356 0.2314 0.6035 0.6428 0.7361
Distributions declared 2,102 2,095 1,867 8,399 8,328 7,209
Distributions declared per Unit 0.1500 0.1500 0.1500 0.6000 0.6000 0.6000
Payout percentage” 58.5% 110.6% 66.7% 99.4% 93.5% 82.1%

Notes:

(1) Excludes items relating to interest, amortizatacgretion, gain/loss on financial derivatives liaigto changes in the fair market value of
the fixed interest rate swap, foreign exchangegjlisses, impairment of assets and costs reladiriget termination of the Volvo Rents

franchise.

(2) See definition of EBITDA, distributable cash, maimhnce capital expenditures and adjusted net inftmseeunder “Non-GAAP

Measures”.
(3) Net of interest income.

(4) Includes amortization, accretion, gain/loss onrtial derivatives relating to the changes in thierfaarket value of the fixed interest rate

swap, and foreign exchange gains/losses.

(5) Related to the termination of the Volvo Rents fiage effective October 1, 2010 and the write-offte# associated intangible assets. The
one-time, non-recurring cost relating to the frasehermination was excluded from EBITDA.

(6) Calculated based on basic weighted average nurhhhnits.

(7) Amounts calculated using distributable cash antridigions declared for the related period, notper Unit amounts. Calculated as

distribution declared divided by distributable casmerated.

More detailed discussions of the financial restdisthe three and twelve months ended December 31,

2010 are provided under “Operating Results” below.
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The Fund’s revenue increased by 43.5%, or $4.48omiffor the three months ended December 31, 2010
and 20.6%, or $8.59 million, for the twelve mon#hieded December 31, 2010 compared to the same
periods a year ago. The increase was primarilyedrilsy organic growth from the Fund's equipment
rental, sales, fuel distribution and related busses due to: 1) continued strength in Alberta’s
construction activity in the winter months, whiadlto strong demand for heating fuel and other-heat
related products and services; and 2) a robustnignsector in Metro Vancouver, which increased
demand for equipment rentals and related servides.revenue growth was also due to the addition of
OnSite to the Fund’s Alberta operation following @cquisition on April 1, 2010. OnSite contributed
incremental revenue of $2.38 million for the quagied $7.14 million since its acquisition.

Gross profit increased by 55.0%, or $3.84 millitor, the three months ended December 31, 2010 and
24.3% or $6.81 million for the twelve months endtember 31, 2010, compared to the same periods a
year ago. OnSite contributed $2.05 million and &58llion in the respective periods. Gross profi\y
organically by 25.6% for the fourth quarter compi®a year ago.

Gross margin was 73.0% and 69.4% for the three tamlive months ended December 31, 2010,
respectively, and improved from 67.6% and 67.4%peetively, during the same periods a year ago.

Interest expense (net of interest income) was $hill®n or 8.6% of total revenue for the three rien
ended December 31, 2010 and $4.53 million or 9.0%ot@l revenue for the twelve months ended
December 31, 2010. This is compared to $0.62 mi{l&0% of total revenue) and $2.56 million (6.186 o
total revenue), respectively, for the same permgsar ago. The higher amount during 2010 was mainl
due to additional interest payments for the 201@ddéures, which were issued in February 2010. A
portion of the net proceeds from the 2010 Debentwas used towards the acquisition of OnSite on
April 1, 2010. The remainder of the 2010 Debentuvas used towards repayment of debts and working
capital requirements.

Amortization and accretion expenses were $3.75anilbr 25.5% of total revenue for the three months
ended December 31, 2010 and $13.48 million or 260®%otal revenue for the twelve months ended
December 31, 2010. This is compared to $3.05 mill[@9.5% of total revenue) and $11.27 million
(27.0% of total revenue), respectively, for the sgmariods a year ago. The higher amount during 201
was due to incremental amortization relating tordrgal fleet equipment from the OnSite acquisitowl
incremental capital expenditures during the year.

Net loss was $0.16 million or $0.01 per Unit foe tthree months ended December 31, 2010 and $5.48
million or $0.39 for the twelve months ended Decem®l1, 2010. This is compared to a net income of
$0.97 million ($0.07 per Unit) and $1.13 millionO(®8 per Unit), respectively, for the same periads
year ago. Included in this year's figures was a ods$0.82 million relating to the termination dfet
Volvo Rents franchise, which the Fund announcedotober 1, 2010 and incurred as a non-recurring
expense in the quarter ended September 30, 20&0FTd also recorded a write-down of $0.91 million
from its intangible assets in association with teamination of this franchise in the quarter ended
September 30, 2010. Excluding these non-recurtamgg, adjusted net loss remained the same at $0.16
million ($0.01 per Unit) for the fourth quarter a8.75 million ($0.27 per Unit) for the twelve mbat
ended December 31, 2010.

Total assets were $91.16 million as at Decembe2B10, compared to $78.83 million a year ago. The
difference was primarily due to incremental as$edsn the OnSite acquisition, changes in working
capital as a result of the normal course of theénass, amortization of capital assets and recagnibf
future income tax assets.

Long-term liabilities were $24.62 million as at Reaber 31, 2010, compared to $9.70 million a year ag
The difference was primarily due to the issuancehef 2010 Debentures (net of the associated equity
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portion, which was recorded under Unitholders’ Eglipartially offset by the reclassification ofeth
Series A Debentures to current liabilities as tivdlymature on August 15, 2011.

FUTURE INCOME TAXES

In 2007, the Federal Government of Canada amenuedntome Tax Act to impose an entity level
specified investment flow-through tax (the “SIFT xTaon Canadian publicly listed income trusts
effective January 1, 2011. As a result of the Si&, starting from January 1, 2011, the Fund i§ex

to income taxes at a rate approximately equal ¢éorttie applicable to income earned by a Canadian
public corporation, and is prevented from deductnugt distributions when calculating taxable ineom
The Fund has undepreciated capital costs and leligigpital properties which can be used for tax
deductions when calculating taxable income.

The SIFT Tax also recharacterizes such distribgtian eligible dividends received from a taxable
Canadian corporation. Eligible dividend treatmémt distributions to unitholders will generally be
beneficial to Canadian resident investors holdivgrtunits in taxable accounts compared to theiposv
characterization primarily as ordinary income.

Future income taxes are recorded on the tempoiffarahces arising between the accounting and tax
bases of balance sheet assets and liabilities.

Under the SIFT Tax rules, the tax rate on the @040 reversal of temporary differences is estimated
the Fund to be 26.5% for 2011 and 25.0% theredfmporary differences reversing prior to December
31, 2010 will give rise to nil future income tax&ased on its assets and liabilities as at Deceldber
2010, the Fund has estimated the amount of its desmp differences and the period in which these
differences will reverse.

As a result of the SIFT Tax rules, Canadian acangnguidance required that the Fund record a
cumulative future tax asset of $7.13 million at #vel of the fiscal year 2010. Accordingly, the &un
recorded an adjustment representing a non-caslrefinicome tax recovery of $0.01 million and $0.80
million, respectively, for the three and twelve rttemended December 31, 2010.

OPERATING RESULTS

Basis of discussion and analysis

The Fund’s operating results reflect its operatiforsthe three and twelve months ended December 31,
2010. For the purposes of discussing operatindtsesfithe Fund under this section, only BusineBs L
that have operated for two full fiscal years ptiorthe year ended December 31, 2010 are included fo
discussion. This allows management to utilize feianinformation that is consistently maintainedthg
Fund to conduct year-over-year comparisons. In ¢aise the operating results from all of PER, OCR,
C&N, Deerfoot (excluding OnSite as it was acquimed April 1, 2010), H&P and overhead and other
expenses at the Fund’s corporate level are inclémtediscussion.

Revenue

The following table summarizes the revenues (exotu®nSite) for the three and twelve months ended
December 31, 2009 and 2010.
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Summary of Revenues ($000' Increase/(Decrease) Increase/(Decrease)

Three months ended Year ended Three months ended Year ended

December 31 December 31 December 31 December 31

2010 2009 2010 2009 $ % $ %
Equipment Rentals $ 5,983% 4,557 $ 20,185 $ 19,287 $ 1,426 31.3% $ 898 4.7%
Equipment Sales 965 726 4,274 3,903 239 32.8% 371 9.5%
Parts, Fuel, Service and Others 5,503 5,050 18,657 18,470 453 9.0% 187 1.0%
Total Revenues $ 12,451 $10,333 $ 43,116 $ 41,660 $ 2,118 20.5% $ 1,456 3.5%

Revenue from equipment rentals of $5.98 million fbe three months ended December 31, 2010
increased by 31.3%, or $1.42 million, compared4®& million a year ago. For the twelve months ende
December 31, 2010, revenue from equipment remaleased by 4.7%, to $20.19 million from $19.29
million a year ago. The increase in rental revewas primarily due to the higher rental volumehe t
Fund’s Southern Alberta operation. In addition t@laust single-home residential construction sethar
Fund’s increased presence in the commercial cartgirusector led to higher fleet utilization in tha
region. The increase in rental revenue was alsotaltiee higher demand for rental equipment from the
robust film production sector in Metro Vancouvemhelyear-over-year revenue growth in the fourth
guarter also resulted in an overall 4.7% increaséke year.

Revenue from equipment sales of $0.97 million Far three months ended December 31, 2010 increased
by 32.8%, or $0.24 million, compared to $0.73 roillia year ago. For the twelve months ended
December 31, 2010, revenue from equipment salegdreed by 9.5%, to $4.27 million from $3.90
million a year ago. During 2010, C&N, the Fund’srithern Vancouver Island operation, entered into a
dealership arrangement with Polaris Industries Itw. sell all-terrain vehicles for construction,
agricultural, forestry and recreational applicasionThis new line of products contributed $0.10lioml

and $0.52 million for the three and twelve monthdexl December 31, 2010, respectively. In addition,
the retail sales of lawn and garden equipment aeleded merchandise at the Southern Vancouver Island
operation grew by 24.4% and 22.4% for the three amelve months ended December 31, 2010,
respectively, from the same periods last year.

Revenue from parts, fuel, service and others dsGillion for the three months ended December 31,
2010 increased by 9.0%, or $0.45 million, compacei5.05 million a year ago. For the twelve months
ended December 31, 2010, the revenue increased%y, 10 $18.66 million from $18.47 million a year
ago. The increase in the fourth quarter revenuepriagarily due to increased fuel sales, driven tghlr
commodity prices and the early arrival of winterAlberta. Logistic-related revenue also increasea a
result of the higher rental volume from the filmoguction sector in Metro Vancouver and the
commercial construction sector in Southern Albeftae year-over-year revenue growth in the fourth
quarter helped offset the slower construction Beason in the spring of 2010.

Gross margin and gross profit

Gross margin was 70.5% and 67.1% for the three tamiive months ended December 31, 2010,
respectively. This is compared to 67.6% and 67.4%tlhe same periods a year ago. Gross profit
increased by 25.6% for the three months ended Deee81, 2010, to $8.77 million from $6.98 million a

year ago and increased by 3.1% for the twelve nsatided December 31, 2010, to $28.94 million from
$28.06 million a year ago. The margin for the fbuguarter improved year-over-year primarily due to
higher rental rates charged on specialty aeriaipeggnt and related services in the film production
sector.
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Cost of sales

Cost of sales as a percentage of total revenue2@#&86 and 32.9% for the three and twelve months
ended December 31, 2010, respectively, comparéd.#®o and 32.6% for the same periods a year ago.

Costs associated with equipment sales were 74.208@&0% of equipment sales revenue for the three
and twelve months ended December 31, 2010, comparé8l9% and 90.7% for the same periods a year
ago. While margins of retail equipment and mercieamndales remained relatively consistent compared t

last year, margins from sales of used aerial eqeitritom the fleet tend to fluctuate from time itod.

Costs associated with parts, fuel, service andretivas 23.8% and 24.4% of total revenue for theethr
and twelve months ended December 31, 2010, respBgtcompared to 26.9% and 24.1% for the same
periods a year ago. Costs under this categoryeralastly to purchases of fuel for the rental fieed fuel
distribution sales, expenditures of parts for thevising of customers’ equipment, and costs oferging
equipment from other rental companies. The lowecgrgage in the fourth quarter compared to the same
period last year was primarily due to the econorhgaale from the higher rental volume. The higher
percentage for the year ended December 31, 2010maisy due to higher fuel costs and higher reaknt
costs to satisfy one-off demand from customers @vegpto the same period last year.

Operating expenses

Operating expenses, before interest, amortizatiooretion, gain/loss on financial derivatives fiaato
changes in the fair market value of the fixed ies¢rate swap, asset impairments and costs relatiting
termination of the Volvo Rents franchise was 37 &3d 41.2% of total revenue for the three and twelve
months ended December 31, 2010, respectively, cadpa 41.7% and 38.8% for the same periods a
year ago. The percentage for the fourth quarteuoed year-over-year as the higher revenue base
improved the operating leverage. The higher peagenfor the year ended December 31, 2010 was
attributable to increased repairs and maintenarmg& an the equipment fleet and higher cartage asts

a result of increased deliveries and higher fueles:

EBITDA

EBITDA (for definition see “Non-GAAP Measures” b&) as a percentage of total revenue was 33.2%
and 25.9% for the three and twelve months ende@miber 31, 2010, compared to 25.8% and 28.4% for
the same periods a year ago. Improvement in th@ BRImargin for the fourth quarter was primarily
due to 1) increased demand for specialty aeriaipeggnt rentals and related services in the film
production sector; and 2) increased fuel saledlyera due to the early arrival of winter.
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SELECTED QUARTERLY FINANCIAL INFORMATION

The following table provides quarterly historicatdncial data of the Fund for each of the eight tmos
recently completed quarters. This information stidag read in conjunction with the applicable interi
unaudited and annual audited consolidated finastaé&ments and related notes thereto.

in $000's except per Unit Q4 '10 Q310 Q210 Q110 Q4 '09 Q3'09 Q2'09 Q1 '09
amounts and percentages
(unaudited)
Revenue $ 14,827 $ 11,220 $ 11,160 $ 13,045 $ 10,333 $ 7,741 $ 9,485 $ 14,100
Cost of sales (4,003) (3,217) (3,408) (4,752) (3,348) (2,247) (2,991) (5,008)
Gross profit 10,824 8,003 7,752 8,293 6,985 5,494 6,494 9,092
Gross margin 73.0% 71.3% 69.5% 63.6% 67.6% 71.0% 68.5% %4.5
Operating expenses (5,974) (5,595) (5,416) (4,414) (4,317) (3,910) (3,910) (4,080)
EBITDA © $ 4850 $ 2,408 $ 2,336 $ 3879 $ 2668 $ 1584 $ 2584 $ 5,012
Net income/(loss) $ (158)$% (3,610) $ (1,887) $ 180 $ 973 $ (1,649) $ (372) $ 2,180
Income/(Loss) per Unit
Basic (0.01) (0.26) (0.13) 0.01 0.07 (0.12) (0.03) 0.16
Diluted (0.01) (0.26) (0.13) 0.01 0.07 (0.12) (0.03) 0.15

Distributable cash generatéd $ 3593 $ 1,004 $ 811 $ 3,038 $ 1,893 $ 883 $ 1,826 $ 4,300

Distributable cash per Un® 0.2564 0.0717 0.0579 0.2175 0.1356 0.0634 0.1314 0.3163
Distribution declared $ 2,102$% 2,102 $ 2,099 $ 2,096 $ 2,095 $ 2,092 $ 2,085 $ 2,057
Distribution per Unit 0.1500 0.1500 0.1500 0.1500 0.1500 0.1500 0.1500 0.1500
Payout percentad® 58.5% 209.3% 259.0% 69.0% 110.6% 236.9% 114.2% 47.8%
Notes:

(1) See definition of EBITDA and distributable cash antNon-GAAP Measures” below.

(2) Calculated based on basic weighted average nurhhbnits.

(3) Amounts calculated using distributable cash antribligions declared for the related period, notp®r Unit amounts. Calculated as
distribution declared divided by distributable cagmerated.

Seasonality

The seasonality of the Fund’'s business impactgperating results as follows: the Fund’s aerial and
general rentals business is generally lower fronudey through March as the winter weather hampers
construction activity. Construction heater rentatsl related fuel supply and wholesale during thetewi
months compensate for the slow winter busines®dydhe aerial and general rentals sector. Froni Ap
through July, the rental demand for constructiod general rental equipment grows gradually as renta
activities accelerate into the summer months. Ediperes on inventory for sale and rental fleet are
mostly incurred during these months in anticipawbequipment rental and sales in the summer dhd fa
From August through November the demand for reatglipment continues as construction companies
strive to meet construction targets prior the stdirthe holiday season in December. The constmctio
heater rentals and fuel wholesale business in #dbstarts in November and continues through to the
spring of the following year.

In addition to the seasonal nature of the Fund'sifass, the quarterly changes above are also due to
organic growth in the business and timing of aatjars of assets.

CASH FLOW AND LIQUIDITY

The following table provides an overview of the Blsncash flows from operating, investing and
financing activities for the three and twelve manémded December 31, 2010.
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Summary of cash flows ($000's) Three months ended Year ended

December 31 December 31
2010 2009 2010 2009
Net change of cash related to:
Operations
Cash generated from operating earnings $ 3,582 2,054 % 8,213 $ 9,505
Changes from non-cash working capital (5,164) (2,145) (2,321) 838
Investing (2,622) (760) (19,864) (774)
Financing (762) (2,429) 15,894 (9,514)
Net change in cash during the period $ (5.036) (3,280) $ 1,922 % 55

As mentioned above, the revenue and operatingtsesfithe businesses of the Fund have historically
displayed seasonal variations throughout a yearildAertain of the Fund’s variable costs can be
managed to match seasonal patterns, a significatibp of its costs are fixed and cannot be adjifbe
seasonality. The fluctuation in future results péations may require the Fund to rely on its djega
loans for working capital financing at certain tenaf the year.

A single Canadian chartered bank (the "Bank”) hawiped a $5.75 million operating loan on an insére
only basis, that is payable upon demand, on whiehBusiness LPs had drawn $2.61 million as at
December 31, 2010.

Working capital management continues to be an itapoelement of cash generation for the Fund. As at
December 31, 2010, management expects that neitvables are collectible and that payments to
suppliers will also continue under current terms.

The Fund had a working capital deficiency of $31ri#lion as at December 31, 2010. The Fund’s
working capital includes items expected for norrogkrations, such as cash and cash equivalents,
accounts receivable, inventories, prepaid expendgepgosits, operating loans, accounts payable and
accrued liabilities, distributions payable, unedrmevenue, financial derivatives, the current portof
capital lease obligations and term mortgage payaiid Series A Debentures which will mature on
August 15, 2011. As at December 31, 2010, the wgrkiapital deficiency included $30.44 million of
capital and acquisition loans. As at December B8102the outstanding capital and acquisition loaee
advanced from the Bank with maturity dates randiogh February 2013 to November 2015. Since the
capital and acquisition loans could be repayabledemand before their maturity dates, they were
classified as current liabilities in the financséhtements of the Fund. As at December 31, 202 timd

had made all monthly payments related to the dagitd acquisition loans according to the payment
schedule of the Bank and the Fund was in compliavitte its covenants. The Fund had total cash and
cash equivalents of $3.99 million as at December2810. For the twelve months ended December 31,
2010, the Fund generated $5.89 million of cash foparating activities. The Fund does not anticipate
any problems in meeting future obligations as tlhegome due given the level of funds from its
operations and its ability to make monthly loanmants according to the payment schedule of the Bank

During the three months ended December 31, 20H)Ftind generated cash of $3.52 million from
operating earnings. This is offset by $5.16 milli@ating to changes from non-cash working capital
which largely related to an increase in accounteiv@ble due to the construction heat and fuel
distribution sales in the winter. The changes frion-cash working capital represented a normalseour
of fluctuation in the Fund’s businesses.

During the three months ended December 31, 20 Ftind purchased rental equipment and other
operating assets of $3.16 million and received geds of $0.54 million from sales of fleet equipment
The Fund also received net bank financing of $Ir@#on for capital expenditures of fleet equipment
and distributed $2.10 million to the Unitholders.
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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 dabt management. As at December 31, 2010, the
Fund had available unused approved credit fadlif@erating, capital and acquisition loans contdijine
of $4.42 million. The Fund also had accounts readdir of $9.48 million and cash and cash equivalents
totaling $3.99 million. Management expects to disge the Fund’s liabilities by means of cash flow
generated from operations, existing cash resemgsedinancing of debt instruments.

As at December 31, 2010, the timing of cash outfloelating to financial liabilities are outlined the
table below:

in $000's 1 year 2years 3years 4-5years Total Carnyéhge
Accounts payable and accrued liabilitiesh 4,040 $ 4,040 $ 4,040
Distributions payable 694 694 694
Capital leases 219 207 234 181 841 732
Term mortgage 39 319 358 324
Interest rate swap 80 80 89
Capital and acquisition loars 6,886 6,848 12,529 7,454 33,717 30,445
Convertible debentured 12,374 2,346 2,346 29,946 47,012 32,883

$ 24,332 $9,720 $15,109 $37,581 $86,742 $ 69,207

Note:

(1) The capital and acquisition loans are repayabldemnand. The cash outflow reflects the scheduleayrapnt term.

(2) The Series A Debentures will mature on August 08,12 At maturity, at the Fund's sole option, thee3eA Debentures shall be converted
into such number of Units as is determined by dingahe principal amount of Series A Debentures plocrued and unpaid interest by the
value of Units obtained by calculating 95% of theigited average trading price of the Units on tikxehBnge during the prior 20
consecutive days on which Units are traded.

CAPITAL RESOURCES

In addition to the $5.75 million interest-only demdaoperating loan described in “Cash Flow and
Liquidity” above, the Bank has made capital anduisition loans available to the Fund to finance its
capital expenditures and future acquisitions. ADatember 31, 2010, $31.72 million of capital and
acquisition loans were approved by the Bank and483illion were outstanding.

The Fund’s credit facilities have covenants spaugfya minimum current ratio of 1.25 to 1.0, a maxim
funded debt to earnings (as defined in the credilifies agreement) ratio of 3.0 to 1.0, a minimdeit
service coverage ratio of 1.25 to 1.0, and a &@&in on increases in distributions to Unitholdarxl
future acquisitions without the prior written consef the Bank. For purposes of calculating theremnt
ratio, 25% of Series A Debentures that will mataneAugust 15, 2011 and capital and acquisitiondoan
that are due within one year are included in cudiabilities. As at December 31, 2010, the Furabwin
compliance with all bank covenants.

Under the current terms, the capital and acquisiti@mns charge interest, at the Fund’s optionhat t
Bank’s prime rate plus a range of 1.2% to 1.7%therBank’s banker’s acceptance rate plus a stamping
fee with a range of 2.7% to 3.2%.

DISTRIBUTABLE CASH AND DISTRIBUTIONS

The Fund reviews its historic and expected resuita regular basis. This review includes considmarat

of economic conditions, including seasonality, tbenpetitive environment, future cash requirements a
projected accretion from newly acquired businedses the Fund’s normal policy not to distribut@QPbo

of distributable cash (for definition see “Non-GAAReasures” below) on a calendar year basis in order
to address the seasonality nature of the busimesargoreseen events, should they occur. With etspe
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the Fund’s ongoing strategy of monthly distribuspmanagement and the board of Trustees consigler th
current and projected business activity level ef fund’s existing operations as well as impact ftben
projected accretion from the recent acquisitiorOofSite. While it is the Fund’s policy to make stabl
monthly distributions to Unitholders, unforeseereré may occur and cause the board of Trustees to
decide to reduce or suspend monthly distributiensporarily or permanently.

The following shows the Fund’s distribution hist@ipnce its initial public offering on August 15,38

Distribution history (per Unit) 2006 2007 2008 2009 2010 2011
January $0.0408 $0.0500 $0.0500 $0.0500 $0.0500
February 0.0408 0.0500 0.0500 0.0500 0.0500 @
March 0.0450 0.0500 0.0500 0.0500

April 0.0450 0.0500 0.0500 0.0500

May 0.0450 0.0500 0.0500 0.0500

June 0.0500 0.0500 0.0500 0.0500

July 0.0500 0.0500 0.0500 0.0500

August $ 0.0224®  0.0500 0.0500 0.0500 0.0500

September 0.0408 0.0500 0.0500 0.0500 0.0500

October 0.0408 0.0500 0.0500 0.0500 0.0500

November 0.0408 0.0500 0.0500 0.0500 0.0500

December 0.0608 0.0500 0.0500 0.0500 0.0500

Total $0.2056 $0.5666 $0.6000 $0.6000 $0.6000 $0.1000
Notes:

(1) 17-day period from August 15-31, 2006.
(2) Declared on February 16, 2011.

Distributions are paid on or about the 15th dagaxth month to Unitholders of record on the lastriass
day of the preceding month.
Reconciliation of cash provided by operating activities to distributable cash

The following table reconciles cash flow from opara activities to distributable cash for the thasa
twelve months ended December 31, 2010.

Reconciliation of cash flow from operating actiegito distributable cash Three months ended Year ended
($000's, except for per Unit amounts and perces)age December 31, 2010 December 31, 2010
Cash flow from operating activities $ (1,642)% 5,892
Changes in non-cash working capital balances 5,164 2,321
3,522 8,213
Loss on sale of assets 175 282
Maintenance capital expendit " (104) (865)
Franchise termination fe'” - 816
Distributable cash generat@fj $ 3,593 $ 8,446
Distributions declared $ 2,102 $ 8,399
Distributable cash generated per Unit $ 0.2564 $ 0.6035
Distributions declared per Unit 0.1500 0.6000
Payout percenta 58.5% 99.4%
Net income/(loss) $ (158) $ (5,476)
Deficit of net loss below distributions declared $ (2,260)$ (13,875)
Notes:

(1) See definition of “maintenance capital expendituegsl “distributable cash” under “Non-GAAP Meastirbslow.

(2) Related to the termination of the Volvo Rents ftase effective October 1, 2010. The one-time, remuring cost relating to the franchise
termination was excluded from distributable cash.

(3) Amounts calculated using distributable cash antridigions declared for the related period, notper Unit amounts. Calculated as
distribution declared divided by distributable cagmerated.
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NON-GAAP MEASURES

References in this MD&A to “EBITDA” are to earnindgefore interest, income taxes, depreciation,
amortization, accretion, gain/loss on financialivhives relating to changes in the fair marketueabf

the fixed interest rate swap, foreign exchange gjmisses, write-down of fleet assets, intangibketss
and goodwill, and non-recurring items such as th&tscrelating to the termination of the Volvo Rents
franchise. EBITDA is a measure used by many investo 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 silderefore unlikely to be comparable to similar
measures presented by other issuers. The Fund'agearent believes that EBITDA is an important
supplemental measure in evaluating the Fund’'s paence and in determining whether to invest in
Units.

Readers of this information are cautioned that EBYTshould not be construed as an alternative to net
income or loss determined in accordance with GAARhdicators of the Fund’s performance or to cash
flows from operating, investing and financing aitibs 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 compagsatol similar measures presented by other issuers.

References in this MD&A to “distributable cash” @cecash available for distribution to the Unithersl

by the Fund. Distributable cash is not a recognimeghsure under GAAP and does not have a
standardized meaning prescribed by GAAP. Canadw@m-ended income trusts, such as the Fund, use
distributable cash as an indicator of financiafgmenance and it should not be seen as a measurerhent
liquidity or a substitute for comparable metriceeared in accordance with GAAP. The Fund’s
distributable cash may differ from similar compidas as reported by other issuers and, accordingly,
may not be comparable to distributable cash asrtegdoy such issuers. The Fund’'s management
believes that, in addition to net income, distrdilé cash is a useful supplemental measure that may
assist investors in assessing the return on tmeiestment in Units. See “Distributable Cash and
Distributions - Reconciliation of cash provideddyyerating activities to distributable cash”.

“Adjusted net income/(loss)” is not a recognizecamge under GAAP. Adjusted net income/(loss) is net
income/(loss) adjusted for charges relating totasseairment and fees related to the terminatiothef
Volvo franchise. Adjusted net income/(loss) is usedcompare the Fund’'s current and prior years’
profitability on a consistent basis.

“Maintenance capital expenditures” is not a recpgdi measure under GAAP and does not have a
standardized meaning prescribed by GAAP. The Fumtsiders maintenance capital expenditures as
expenditures that are required to maintain theieergapacity of the Fund’s rentable equipment fleet
(defined as equipment that has generated rentanuev equal to or exceeding 10% of the original
acquisition cost of such equipment in the immedgpeeceding 12 months) and operating assets which
include vehicles, trailers, furniture and fixturespmputer equipment and software and leasehold
improvements. The maintenance capital expenditfweshe Fund are calculated as the difference
between the original acquisition cost and the eelabet book value upon the disposition of such
equipment, plus the cost of replacement of opegaissets.

OFF-BALANCE SHEET FINANCING
The Fund has no off-balance sheet arrangementspekar the operating leases relating to the Fund'’s

various operating assets, as disclosed in note) Tf(éhe Financial Statements. The operating lease
arrangements represent a normal course of the Findinesses.
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CONTRACTUAL OBLIGATIONS

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

Loans payable ($000's) 2011 2012 2013 2014 2015
Loans Payable $ 5,559 $ 5,850 $ 11,931 % 4,163 $ 2,968

The Fund has the following rental, term mortgaggital lease and operating lease commitments:

Contractual obligations ($000's) 2011 2012 2013 2014 2015 Thereafter
Rental commitments $ 1,809 $ 1565 $ 1,288 $ 899 $ 649 $ 2,632
Term Mortgage 18 310 - - - -
Capital leases 219 207 234 163 18

Operating leases 411 242 101 33

$ 2457 $ 2,324 $ 1623 $ 1,095 $ 667 $ 2,632

LONG TERM INCENTIVE PLAN

Trustees, directors, officers and key employeethefFund and its direct and indirect subsidiaries a
eligible to participate in the Fund’s long termentive plan (the “LTIP”). The purpose of the LTt
provide eligible participants with compensation ogipnities that will enhance the Fund’s ability to
attract, retain and motivate key personnel and mway employees for significant performance that
results in the Fund exceeding its cash availablaigtribution targets. Pursuant to the LTIP, thendr
sets aside a pool of funds based upon the amduarty; by which the cash available for distributioer
Unit (as measured on a fully diluted basis) excesgi$ain defined threshold amounts. A third-party
trustee will purchase Units in the market with thol of funds and hold the Units until such tine a
ownership vests to each participant. LTIP participaare entitled to receive distributions on alliten
held for their account prior to the applicable igtdate. Unvested Units held by the third-partistee
for an LTIP participant will be forfeited if the gaipant resigns or is terminated for cause ptthe
applicable vesting date, and those Units will bd smd the proceeds returned to the Fund.

The Fund's compensation committee has the poweramoong other things: (i) determine those
individuals who will participate in the LTIP; (idletermine the level of participation of each p#ptat;
and (iii) determine the time or times when LTIP asgwill vest or be paid to each participant.

The compensation committee from time to time majsidhe threshold amounts. In fiscal 2010, the
LTIP provided for awards that may be earned basedhe amount by which cash available for
distribution per Unit (as measured on a fully dilibasis), exceeds a base distribution threshab® .66
per Unit per annum (the “threshold”). The perceatagnmount of that excess which forms the LTIP
incentive pool is determined as follows:

Percentage by which cash available for distribugenUnit Maximum proportion of excess cash available fstribution 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, 2010, the cashkableafor distribution per Unit did not exceed the
threshold. Accordingly, no payments were appraueder the LTIP for the 2010 fiscal year.
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WESTERNONE EQUITY INCENTIVE UNIT OPTION PLAN

Under the WesternOne Equity Incentive Unit Optidani options to purchase the Fund’'s Units may be
granted to senior executives, directors, Trusteggain employees of, and service providers toFilned
and its direct and indirect subsidiaries. The psepof the WesternOne Equity Incentive Unit OptidanP

is to provide such eligible participants with compation opportunities that will encourage ownersifip
Units, enhance the Fund’s ability to attract, metand motivate key personnel, and reward directors,
officers, employees and service providers for iggmt performance and growth in the Fund’s castvfl

On March 17, 2009, the Trustees approved the amemidio the WesternOne Equity Incentive Unit
Option Plan by changing the maximum number of Unétserved for issuance under the WesternOne
Equity Incentive Unit Option Plan from 463,000 Wnib 10% of the outstanding Unit capital of thedun
on a rolling basis. The amendment was subsequapfiyoved by the Unitholders at the Fund’s annual
meeting on April 17, 2009.

On February 10, 2010, the Fund granted optionsetdos executives, directors, Trustees and certain
employees to purchase, in aggregate, an additEB&BD00 Units. Each option provides the holder with
the right for up to ten years to purchase one dhién exercise price of $4.30. Vesting of the oo
occurs equally over the next five years.

As at the date of this MD&A, no options granted hed been exercised and 9,000 options had been
forfeited and cancelled due to the departure adfraployee.

TRANSACTIONS WITH RELATED PARTIES

The Fund purchased equipment from 0798319 BC atdgmpany in which a board member of the Fund
has a controlling interest, for $93,102 (2009 -,882) and $437,417 (2009 - $336,972) during theethr
and twelve months ended December 31, 2010, regpBctiThese transactions arose during the normal
course of business and have been recorded at daiketrvalue.

The Fund currently rents premises in various locatifrom companies in which an officer and certain
general managers of Business LPs hold interesecifgally, the Fund rents premises in its opeiatin
locations in Comox (British Columbia), Calgary (AHlea) and Edmonton (Alberta) from Mahatta
Holdings Ltd., Eastlake Properties Inc. and MYR 8lepments Ltd., respectively. The Fund paid
$204,941 (2009 - $200,000) and $811,410 (2009 1$5301) aggregately in rent to such companies
during the three and twelve months ended Decenthe2®L0, respectively. The rent between the artie
is at fair market value. The terms of the leasagaedrom renewal on a monthly basis (with a terrima
notice of three months given either by the tenardmdlord) to August 31, 2023.

FUND UNITS AND PRINCIPAL UNITHOLDERS

As at the date of this MD&A, 14,602,559 Units assuied and outstanding, each of which entitles the
holder to one vote at Unitholder meetings. Furtteren 65,309 Series A Debentures and 27,600 2010
Debentures are issued and outstanding with anamulistg balance of $6.53 million and $27.60 million
respectively. Upon conversion of Series A Deberstared 2010 Debentures, an additional 1,554,976 and
5,257,142 Units, respectively, would be issualiieddition, 125,000 exchangeable units (“Exchanigeab
LP Units”) were issued by a subsidiary indirectiyntrolled by the Fund on February 15, 2008. The
Exchangeable LP Units have no voting rights butehesonomic rights equivalent to the Fund’s Units,
and are exchangeable to the Units on a one-forbases. To the knowledge of the Fund, no person
beneficially owns, directly or indirectly, or exéses control or direction over, Units carrying menan
10% of the voting rights attached to all of theuess and outstanding Units.
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FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

The Fund’'s financial assets and liabilities congstnarily of cash and cash equivalents, accounts
receivable, operating loans, accounts payable ecried liabilities, distribution payable, term nuage,
capital and acquisition loans, financial derivasiveot designated in an effective hedging relatigmsh
Series A Debentures and 2010 Debentures. Theancfal instruments arise from the Fund’s normal
course of business, with respect to the financihgsoday-to-day operations, capital expenditured a
acquisitions.

The carrying values of the financial instruments;ept for the capital and acquisition loans, maytga
payable, Series A Debentures and 2010 Debentusespasidered to approximate their fair valuestdue
their short term nature. The carrying values of ¢hpital and acquisition loans approximate their fa
values as the related interest rates of the loars &t market as at December 31, 2010. The Fund has
considered credit risk in making this determinatemmd concluded no material adjustments would be
required. The fair values of the mortgage payablgaised on discounted future cash flows using digco
rates that reflect current market conditions fatrimments having similar terms and conditions. Tetie
values of Series A Debentures and 2010 Debentueesletermined based on the closing prices at the
Exchange as at December 31, 2010.

As required by Canadian GAAP, the Fund separatedialhility and equity component of each of the
Fund’'s convertible debentures. Proceeds from theaisce of the Fund’'s convertible debentures were
allocated to the equity and liability componentdiad convertible debentures using the residual aakth
The fair value of the equity component was deteedhimising the Black-Scholes pricing model. The
difference between the proceeds received and theadlae of the equity component calculated atdage

of issuance was allocated as the liability companEme liability component will be accreted throutle
term of the convertible debentures through the nding of an accretion expense using the effective
interest method, until such date if or when alleniyging convertible debentures are converted inidJ

In addition to liquidity risk described in “Cashd# and Liquidity” above, the Fund is exposed tadidre
interest rate and foreign exchange risks associattidits financial assets and liabilities. Overdhe
Trustees have responsibility for the establishnaertt approval of the Fund’s risk management policies
Management continually performs risk assessmentsngure that all significant risks related to the
Fund’s operations have been reviewed and assessezfléct changes in market conditions and the
Fund’s operating activities.

Credit risk

Credit risk is the risk of financial loss to therfelif a customer or counterparty to a financiatrinment
fails to meet its contractual obligation. The maximexposure to credit risk is the full carryingualof
the financial instrument. The Fund is exposed ®ditrrisk with respect to its accounts receivable,
particularly from customers in the constructionustly in British Columbia and Alberta due to its
concentration of business in that sector. The Fuitiiates the risk by means of a diverse custoraseb
in the construction (industrial, commercial, infrasture and residential) as well as other sectiors,
which there was no single account receivable baldncexcess of 10% of the Fund’'s consolidated
accounts receivable balance as at December 31, RO@6neral, the Fund mitigates the risk by follogv

a program of credit evaluations of customers amdtdi the amount of credit extended when deemed
necessary. The Fund maintains provisions for piatietrtedit losses. As at December 31, 2010, thedFu
had provisions for potential uncollectible accourgseivable of $0.16 million and the related babtde
expense is classified as an operating expense iAuhd’'s income statement.
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| nterest raterisk

Interest rate risk is the risk that the fair vatuduture cash flows of a financial instrument willctuate
because of changes in market interest rates. Thd'$-term mortgage, Series A Debentures and 2010
Debentures all bear fixed interest rates, and haneanot exposed to any interest rate risk. ThedBun
credit facilities bear interest at variable ratesthis case the Fund is managing its interest riste
through entering into an interest rate swap agreeméh the Bank for a portion of the outstanding
acquisition loan. The Fund does not hold or use danvative instruments for trading or speculative
purposes. For the twelve months ended Decembe2(10), the increase or decrease in net earnings for
each one percent change in interest rates onrftpasite debt amounts to $309,944. Interest expense
classified as part of operating expenses in thelBuncome statement.

Foreign exchangerisk

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

The Fund’s cash flow exposure to foreign currerscgue mainly to purchases of rental equipment and
replacement parts from suppliers in the UnitedeStatFor the twelve months ended December 31, 2010,
the Fund recorded foreign exchange losses of $1/53&ign exchange gains or losses are classified a
part of operating expenses in the Fund’s inconterstant.

As at December 31, 2010, the Fund’s consolidatéghba sheet included $135,457 of accounts payable
(2009 - $440,247), and $43,765 of cash (2009 —&B&) ,which were U.S. currency denominated.

The Fund does not use, hold or issue foreign exgghaantracts for trading or speculative purposes.
CRITICAL ACCOUNTING ESTIMATES

The preparation of the Financial Statements in @onity with generally accepted accounting princéple
requires management to make estimates and assosphiat affect the reported amounts of assets and
liabilities and disclosures of contingent assets labilities as at the date of the Financial Stegats and
the reported amounts of revenue and expenses diringeporting period. The Fund has taken into
account the current economic environment when ohiémg the provision for inventory obsolescence,
provision for doubtful accounts and any impairmeingoodwill and other assets. As conditions change
2011, actual results could differ from those estemaThe Fund’s significant accounting policies are
described in note 3 of the Financial Statements. Hind bases its estimates on historical experiande
various other assumptions that are believed te@asanable in the circumstances. The Fund congiuers
following to be most critical in understanding flaelgments that are involved in preparing the Fimgnc
Statements and the uncertainties that could atffiecEund’s results of operations, financial cowditand
cash flows.

Provision of inventory obsolescence

The valueof the Fund’s inventory, which includes equipméot resale and parts inventories, is
evaluated by management throughout each year. \\agrired, reserves are recorded to ensure that the
book value of the resale equipment is valued atldleer of cost or estimated net realizable value.
Management identifies slow moving or obsolete pameentories (if any) and estimates appropriate
obsolescence provisions related thereto. Assungtioerlying management’s evaluation of inventory
obsolescence include stability in inventory prieeels and estimates of customer demand and prdjecte
level of repairs and maintenance needed for théalrdifeet. Depending on the future economic
environment, there is a risk that the Fund coulkkhen increase in inventory obsolescence which dvoul
result in an increased charge to net income.

Page 18



Provision for doubtful accounts

The Fund is exposed to credit risk with respecdts@ccounts receivable, particularly from custosrier

the construction industry in British Columbia antbérta due to its concentration of business in that
sector. Management mitigates the risk by meansdbfexse customer base in the construction (ingistr
commercial, infrastructure and residential) as wslbther sectors, in which there was no singlewatc
receivable balance in excess of 10% of the Fundissalidated accounts receivable balance as at
December 31, 2010. In general, the Fund mitigdtegisk by following a program of credit evaluaton

of customers and limits the amount of credit exéehavhen deemed necessary. The Fund maintains
provisions for potential credit losses, and anyhslasses to date have been within management’s
expectations. Assumptions underlying managementauation of provision for doubtful accounts
include stability of the business environment tistomers operate in and financial health of custsm
The provision for doubtful accounts at December Z110 did not reflect any significant increase in
expected losses compared to prior years. Howeeperdling on the future economic environment, there
is a risk that the Fund could experience a graaterber of defaults which would result in an inceshs
charge to net income.

Property and equipment

Management reviews property and equipment for impemt whenever changes in circumstances
indicate that the carrying amount of an asset nmybe recoverable from expected undiscounted future
cash flows from their expected use and eventuglogition. If such assets are considered to be i@gai
the impairment to be recognized is measured aarimint by which the carrying amount of the assets
exceeds their estimated fair value. Any impairmenincluded in income for the period in which the
impairment is recognized. Assumptions underlyinghagement’s evaluation of property and equipment
impairments include estimates of the physical stditthe assets and customers’ demand for the rental
fleet equipment. Depending on the future economigrenment, there is a risk that the Fund couldehav
an increase in property and equipment impairmerigwwould result in an increased charge to net
income.

| ntangible assets

Management reviews intangible assets with definites for impairment whenever changes in

circumstances indicate the carrying amount of asetagnay not be recoverable from expected
undiscounted future cash flows through its expecig®l and eventual disposition. Management reviews
intangible assets with indefinite lives for impagnt at least annually. If such assets are considere
impaired, the impairment to be recognized is maabas the amount by which the carrying amount of
the assets exceeds their estimated fair value.Viaiie is estimated using discounted cash flows: An

impairment is included in income for the periodwhich the impairment is recognized. Assumptions

underlying management’s evaluation of intangibleeasmpairments include estimates of future cash
flow generated from and expected lives of the rethpe intangible assets, and future costs of chpita

Depending on the future economic environment, tie risk that the Fund could have an increase in
intangible asset impairments which would resuliinincreased charge to net income.

Goodwill

Goodwill represents the excess of the cost of aupieed enterprise over the net of the amounts asdig

to assets acquired and liabilities assumed lesssabgequent write-downs for impairment. Goodwill is
not amortized and is reviewed for impairment atsieannually or whenever events or changes in
circumstances indicate that the carrying amount beaimpaired. Goodwill impairment is assessed based
on a comparison of the fair value of a reporting tm the underlying carrying value of the repogtin
unit's net assets, including goodwill. If goodwii considered to be impaired, the impairment to be
recognized is measured as the amount by whichatimgisg amount of the goodwill exceeds its estirdate
fair value. Assumptions underlying management'duatean of goodwill impairments include estimates

Page 19



of future operations of, and related cash flow gateel from, the Fund’s reporting units, and marleetp
data. Depending on the future economic environmnibetge is a risk that the Fund could have an irs@ea
in goodwill impairments which would result in arcieased charge to net income.

Accrual of unbilled revenue

Revenue from rental contracts and related senisegenerated through cycle billing to customers.
Accrual of revenue relating to invoices not yetusd to customers at period-end is estimated by
management based on rental rates specified inl mmaacts and expected length of the rental perio

Future income taxes

In 2007, the Federal Government of Canada amenuedntome Tax Act to impose an entity level
specified investment flow-through tax (the “SIFT xTlaon Canadian publicly listed income trusts
effective January 1, 2011. As a result of the S#&X, starting from January 1, 2011, the Fund yjesu

to income taxes at a rate approximately equal ¢orttie applicable to income earned by a Canadian
public corporation, and is prevented from deductingt distributions when calculating taxable ineom

Future income tax assets and liabilities are deterthbased on the temporary differences between the
tax basis of the Fund’s assets and liabilities #daedamounts reported in the financial statement¢he
extent that such temporary differences are expectadverse on or after January 1, 2011. Future tax
assets or liabilities are calculated using thertdes for the periods in which the differencesexeected

to be settled. Future tax assets are recognizéektextent that they are considered more likely that to

be realized. Assumptions underlying the compositibriuture income tax assets include estimates of
future results of operations, the timing of reverdfatemporary differences, as well as the taxgated
laws in each province at the time of the expects@nsal. The composition of future income tax aswset
reasonably likely to change from period to perioé tb the uncertainties surrounding these assungtio

ADOPTION OF NEW ACCOUNTING STANDARDS

International Financial Reporting Standards

In February 2008, the Canadian Accounting Stand&uwlsrd confirmed that International Financial

Reporting Standards (“IFRS”) will replace Canadaisrent generally accepted accounting principles fo
publicly accountable profit-oriented enterprises fioterim and annual financial statements effective
January 1, 2011. The Fund will be required to repader IFRS for its interim and annual financial

statements for the fiscal year ending Decembel@1].

The Fund has developed an IFRS transition work ptarsisting of three phases as follows:

Phase 1: Preliminary study and diagnostic

a. lIdentification of the IFRS standards that will reg@uchanges with regard to measurement in the
consolidated financial statements and disclosure.

b. Rank of standards based on their anticipated impactthe Fund’'s consolidated financial
statements and the effort their implementation reitjuire.

Status: Completed
Phase 2: Standards analysis

a. Analysis of the difference between GAAP and IFRS.
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b. Selection of the accounting policies that the Fwiidapply on an ongoing basis.

c. The Fund’s selection of IFRS 1 exemptions at #ite @f transition which is January 1, 2010 (the
“Transition Date”), calculation of the quantitativmpact on the consolidated financial statements
and disclosure analysis.

Status: Completed
Phase 3: Implementation
a. Preparation of the opening balance sheet at thesifien Date.

b. Production of template for the interim and annuahsolidated financial statements and the
associated disclosure for the fiscal year endingeDder 31, 2011.

c. lIdentification and implementation of changes reegirfor information technology, internal
control over financial reporting, disclosure colgrand procedure, business activities, financial
reporting expertise and training.

Status: Substantially completed. Certain finanogglorting processes, business processes andahtern
controls are being reassessed as a result of théHfRS guidance and developments.

Based on the work that has been completed to thetdsund has identified the following key aread tha
may have a significant effect in converting its GAMAalance sheet to its opening IFRS statement of
financial position on the Transition Date. The exjed impacts are as follows:

1. Classification of the Fund’s Units

The Fund’s Units are currently classified as equitder GAAP. According to IFRS, the Units
should be classified as liability as the Fund'slaietion of trust contains an annual distribution
requirement to distribute all undistributed incomeéthin the Fund, which constitutes a
contractual obligation to deliver cash under In&gional Accounting Standards (“IAS”) 32. The
related transaction costs incurred for issuing Wimts are charged to retained earnings of the
Fund. As a result, on transition to IFRS, the Fsirbilities will increase and equity will
decrease. Consequently, distributions declarent #ie Transition Date will be recorded as part
of the Fund’s comprehensive income as they woulddiegorized as expense. The Fund will
account for the Units using the amortized cost wekthThe Fund is currently evaluating whether
the Units, as a liability, would be considered euatror long-term.

2. Convertible debentures
The Fund’s Series A and 2010 Debentures will becééd in the following ways:

a) Under GAAP, the Fund separated the debt and eqoityponents of the convertible
debentures by using the residual method, wherebytimd determined the fair value of
the equity component of the convertible debent(resthe conversion feature), and then
subtracted it from the fair value of the instrumasta whole to arrive at the value of the
liability component. Under IFRS, while the bifutice of the convertible debentures
would still need to take place, it is the liabilipmponent which needs to be valued
initially, with the equity component being assigngw residual value. This would
normally have an effect on the Fund’s statemeffinahcial position, however, since the
Fund’'s Units are to be classified as a liability (@escribed above), the convertible
debentures cease to have an equity componentrty #rel as a result, are not bifurcated.
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b) Under GAAP, the carrying value of the liability pion of the Fund’'s convertible
debentures are based on their amortized cost. ¥Yarweince the debentures will not
have an equity component and will be consideredhdity in their entirety (as described
above), IFRS allows the Fund to determine the aagryalue of its convertible
debentures based on their fair market values. Turel Felected to use the fair market
values of the convertible debentures in determitimajy carrying values, as these values
are readily available given the Fund’'s convertitddentures are traded publicly on the
Exchange, and thus, would provide more meaningfidrmation to Unitholders. As a
result, on transition to IFRS, the Fund’s liabdgi will increase. Subsequent to the
Transition Date, the Fund will need to mark its wenible debentures to market at the
end of each reporting period and the differencefain values of the convertible
debentures will be recorded as part of the Funolsprehensive income.

Other significant IFRS elections that the Fundnasle are as follows:

1.

Election of options and application of exemptionsler IFRS 1

IFRS 1 is the standard that provides guidance featithg the Fund's first IFRS financial
statements. The standard provides elective optionthe opening balance and mandatory
exceptions to retrospective application of IFRS@ntain circumstances. The Fund has assessed
the impact of the mandatory exceptions and madgi@hs from the available options under IFRS
1.

As a result of the assessment, the Fund has eleotad apply IFRS 3 retrospectively before the
Transition Date. The Fund has also elected to umeas property, plants and equipments at
historical cost under IFRS.

Impairment of assets

According to IAS 36, an impairment loss is recoguiif an asset’'s or cash generating unit's
(including goodwill) carrying value exceeds itsaeerable amount. GAAP generally uses a two-
step approach to impairment testing: first comgamsset carrying values with undiscounted
future cash flows to determine whether impairmetiste, and then measuring impairment by
comparing asset carrying values to their fair valwhich is calculated using discounted cash
flows). IAS 36 uses a one-step approach for tgsind measuring impairment, with asset
carrying values compared directly with the highkfair value less costs to sell and value in use
(which uses discounted cash flows). This may p@kyn result in write-downs where the
carrying value of assets were previously suppouteder GAAP on an undiscounted cash flow
basis, but could not be supported on a discourdst ftow basis. This difference could lead to
income statement and earnings volatility in futyreriods, but is not expected to have a
significant impact on the Fund’s opening IFRS stegst of financial position on the Transition
Date.

The Fund is in the final stage in assessing theceféf IFRS on operations and business processes as
follows:

1.

Information system and business process

The Fund has substantially completed the assessofermhanges required to the Fund's

information system, accounting and business presed& date, no significant requirements of
changes were identified. The Fund is also in tloegss of assessing the impact of IFRS on the
Fund’s covenants.
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2. Internal controls over financial reporting

The Fund has substantially completed the assessofiegdditional control requirements as a
result of changes to the Fund’'s operating and @inreporting processes. To date, no
significant requirements of changes to internalticds were identified. The Fund is also
performing an assessment to identify key disclaswneder IFRS and the potential additional
control requirements.

3. Training and financial reporting expertise

The Fund engaged additional financial reportingsodtants to assist with the IFRS transition.
The Fund’s financial reporting professionals hatteraled training sessions and seminars in
order to familiarize themselves with IFRS. The é&sraudit committee Chairman has completed
a certification program from the Institute of Clesetd Accountants of England and Wales. Other
members of the Fund’s audit committee and boardirettors and Trustees continue to receive
IFRS briefings and updates from the Fund’s audéod financial reporting professionals to
ensure they are IFRS literate. In addition, thentmers of the board and audit committee receive
briefings from auditors and management on thetl#f€¥S developments.

RISKS AND UNCERTAINTIES

For risks and uncertainties associated with thedFrefer to the Fund’'s Annual Information Form dhte
March 31, 2010. In particular, the Fund believeat the following items represent significant aréars
consideration:

Current economic conditions

The Fund’s business is subject to changes in rafiddorth American or global economic conditions,
including but not limited to, recessionary or itikmary trends, equity market levels, consumer icred
availability, interest rates, consumers’ disposalleome and spending levels, job security and
unemployment, and overall consumer confidence. @ésnn any of the above economic conditions
could have a material adverse effect on the Fumaksness, financial condition, results of operatiand
cash flows.

Current economic conditions at both a local andonat level may impact customer demand for the
Fund’s products and services. Changes in intesgst,r consumer and business confidence, corporate
profits, credit conditions, foreign exchange, conditoprices and the level of government infrastouet
spending may influence the Fund’s customers’ opeyatnd capital spending, and therefore the Fund’s
revenues and results of operations. Although thelFhas attempted to address its exposure to bgsines
and industry cyclicality by diversifying its opei@ts by geography, product offerings and custorasep
there can be no assurance that the Fund's re$ufs®emations, and the cash flows, will not be adebr
affected by changes in economic conditions.

Failure to access financing

The Fund's ability to grow successfully through -addacquisitions and rental fleet capital expendiu
is dependent on its ability to obtain financing.efé can be no assurance that the Fund will betable
access financing on satisfactory terms and pri€asure to access future financing may adverseigcaf
the Fund's ongoing operations and execution ofjtbeth strategy.
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Credit facilitiesrisk

The Fund is required to comply with covenants untdecredit facilities. In the event that the Fuihaks

not comply with covenants under such credit faesit its access to capital could be restricted or
immediate full repayment of the credit facilitieeutd be required. As mentioned in "Cash Flow and

Liquidity" above, the Fund's senior credit facilisyrepayable on demand, although scheduled repayme

terms occur over the next five years. While thed-bhas made all monthly debt repayments according to
the Bank's payment schedule and was in compliariteall bank covenants as at December 31, 2010,
the Bank may demand immediate repayment of theeeatedit facility. In such an event, the Fund may

need to refinance the credit facility either by waf issuing Units or debentures, or reducing or

eliminating distributions.

Financial health of Business LPs and cash flows

The Fund is entirely dependent on the operatiomns assets of the Business LPs through its indirect
ownership interests. The Fund’s ability to makeutagdistributions to Unitholders and make inteweasd
principal payments on the Series A Debentures &t Debentures when due is dependent on the
cashflow generated by the Business LPs. This isctd@l by the profitability, fluctuations in working
capital, margin sustainability and capital expewmdis of the Business LPs. Although the Business LPs
intend to distribute their cash available for digition, there can be no assurance regarding tloeiats

of income to be generated by the Business LPs mwodirsts paid to the Fund. The failure of any Busines
LP to make its anticipated distributions could ade&y impact the Fund’s financial condition andttas
flows and therefore distributions to Unitholderslgrayments to holders of Series A Debentures at 20
Debentures.

Dependence upon WesternOne Equity LP to fund cash distributions

The Fund is an unincorporated, open-ended trugt ulié ultimately be entirely dependent on the
operations and assets of WesternOne Equity LPudigy the Business LPs. Cash distributions to
Unitholders and interest and principal paymenthé&Series A Debentures and 2010 Debentures holders
will ultimately be dependent on, among other thjrthe ability of WesternOne Equity LP to make cash
available for distributions. The Fund’s ability neake cash distributions or other payments or add&nc
will be subject to applicable laws and regulatiang contractual restrictions contained in the umagnts
governing any indebtedness of WesternOne Equity inBluding restrictive covenants in the credit
facilities agreement.

Cash distributions are not guaranteed and will fluctuate with business performance

Although the Fund intends to make the cash didioha ultimately received by the Fund, less expgnse
and amounts, if any, paid by the Fund in connectdth the redemption of Units, there can be no
assurance regarding the amounts of income to bergieadl by the business of WesternOne Equity LP or
ultimately distributed to the Fund. The Fund'’s épito make cash distributions, and the actual amhou
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 facilities, fluctuations in itsovking capital, the sustainability of its marginsdaits
capital expenditure requirements.

Distributions are discretionary

The Fund is not obligated to pay distributions ba Units. The payment of distributions is at thie so
discretion of the Trustees and the board of diresabd WesternOne Equity GP Inc., and they may decid
to eliminate or reduce any distributions paid oe fHnits, or retain cash otherwise available for
distribution for investment in the Fund’s busine&sy reduction or elimination of distributions cdul
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cause the market price of the Units to decline emuald further cause the Units to become less liquid
which may result in losses to Unitholders.

Nature of the Units

Securities like the Units share certain attributesymon to both equity securities and debt instrumen
The Units do not represent a direct investmenhentiusiness of WesternOne Equity LP and should not
be viewed by investors as direct securities of \e€ne Equity LP. The Units represent a fractional
interest in the Fund. The price per Unit is a fiorcof anticipated distributable income, intereges and
other factors.

Prior ranking indebtedness

The likelihood that purchasers of the Series A Délres and the 2010 Debentures will receive paysnent
owing to them under the respective terms of sudiedeires will depend on the financial health of the
Fund and its creditworthiness. Series A Debentaressubordinate in right of payment to all of the
Fund’'s existing and future senior indebtedness,levBD10 Debentures are subordinate in right of
payment to Series A Debentures as well as all efRbind’s existing and future senior indebtedness.
Therefore, if the Fund becomes bankrupt, liquidéteassets or enters into certain other trangsagtithe
Fund’s assets will be available to pay its obligagi with respect to such debentures only afteastpaid

all of its senior indebtedness in full. There may ibsufficient assets remaining following the senio
indebtedness payments to pay amounts due on allyajrsuch debentures then outstanding.

Conversion following certain transactions

In the case of certain transactions, the SeriesBebtures and 2010 Debentures will become conieertib
into the securities, cash or property receivabla lhplder of Units in the kind and amount of sd®sj
cash or property into which the Series A Debentusad the 2010 Debentures were convertible
immediately prior to the transaction. This changeld substantially lessen or eliminate the valu¢hef
conversion privilege associated with such debeatur¢he future.

Unpredictability and volatility of Unit prices

The market price of the Units could be subjectigmificant fluctuations in response to variatioms i
quarterly operating results, monthly distributioremd other factors. In addition, industry specific
fluctuations in the stock market may adversely ffthe market price of the Units regardless of the
Fund'’s operating performance. There can be no aisserthat the price of the Units will remain atreat
levels. The annual yield on the Units as compaoethé¢ annual yield on other financial instrumentsym
also influence the price of Units in the publicdireg markets. In addition, the securities marketgeh
experienced significant price and volume fluctuagidrom time to time in recent years that oftenehav
been unrelated or disproportionate to the operagiagormance of particular issuers. These broad
fluctuations may adversely affect the market patéhe Units.

Failure to realize anticipated benefits of acquisitions

The Fund’s future growth depends in large partterability to acquire additional businesses, manage
expansion, control costs in its operations and daete businesses into its organization. In punga
strategy of acquiring other businesses, the Fuoesfaisks commonly encountered with growth through
acquisitions. These risks include, but are nottéohito, incurring significantly higher capital expltures

and operating expenses, failing to integrate theragpns and personnel of the acquired businesses,
entering new unfamiliar markets, incurring undise@d liabilities at acquired businesses, disruptireg
Fund’'s ongoing business, diverting the Fund’'s menant resources, failing to maintain uniform
standards, controls and policies, impairing retatiops with employees, suppliers and customers as a
result of changes in management, causing increageehses for accounting and computer systems and
incorrectly valuing acquired entities.
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The Fund may not adequately anticipate all the deimahat its growth will impose on its personnel,
procedures and structures, including its finanarad reporting control systems, data processinggyst
and management structure. Moreover, the Fund'sréaib retain qualified management personnel at any
acquired businesses may increase the risk assbeidtte integrating the businesses. If the Fund oann
adequately anticipate and respond to these demdnusy fail to realize acquisition synergies atsl i
resources will be focused on incorporating new agens into its structure rather than on areasriret

be more profitable. In addition, although the Fumhducts what it believes to be a prudent level of
investigation regarding the operating conditioreath business it purchases, in light of the cir¢cantes

of each transaction, an unavoidable level of reskains regarding the actual operating conditioaauh
such business. Until the Fund actually assumesatipgrcontrol of business assets, it may not be &bl
ascertain the actual value of such assets.

Growth initiatives

The Fund’s ability to grow successfully through amdacquisitions is dependent on a number of factor
including: the identification of suitable acquieiti targets in both new and existing markets; the
negotiation of purchase agreements on satisfademys and prices; securing attractive financing
arrangements; and the integration of newly acquopeetations into the existing business. Any actjarsi

will involve a number of risks, including: the inlity to integrate the operations, personnel and
information systems of the acquired business; theential acquisition of previously undisclosed
liabilities; the potential disruption of the Funddgoing business and the diversion of management’s
attention from its day-to-day operations. An unsssful acquisition could have a material adverse
impact on the Fund, its results of operations amahicial condition.

In addition, the Business LPs’ abilities to suctdfs expand through opening new branches is
dependent upon many factors, including their abiit negotiate acceptable lease terms for addition
sites in both new and existing markets; effectivieire, train, manage and retain qualified persannel
create brand awareness in new markets; and sugltggsiter and compete in new geographic markets in
which the Fund has no previous experience

Competition

There can be no assurances that the Fund will ke tabcompete successfully against its respective
competitors or that such competition will not havenaterial adverse effect on its businesses, fiahnc
condition, results of operations and cash flows #retefore distributions to Unitholders. Existing o
future competitors may also compete with the Fumd dcquisition candidates, which may increase
acquisition prices and reduce the number of sugtaloiquisition candidates. If the Fund is not able t
compete effectively in this regard, its future gtbwnay be negatively impacted.

Financing constraints

The indebtedness represented by the operating ¢oadit facilities for equipment purchases and tedpi
leases that the Fund uses to finance the BusinBs$ mew equipment inventories and rental fleet
acquisitions could limit the future availability debt financing to fund acquisitions. An extensiorthe
acquisition loan under the existing credit faaiitiagreement may not be available to the Fund on
favourable terms from its current or other lendditse Fund may be required to use available cash or
other sources of debt or equity financing. Usinghc complete acquisitions may substantially afflee
Fund’s operating or financial flexibility. If theuRd is unable to obtain financing on acceptablmseit
may be required to reduce the scope of its prgsamticipated expansion, which may materially and
adversely affect its growth strategy.
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Supply disruptions

Various businesses of the Fund are dependent osteéhdy supply of fuels for their business openstio
with respect to fuel sales, equipment rentals agmkal logistics. Potential disruptions of fuel glyp
from the existing suppliers could negatively imptoet Fund’s revenues and operating results if thedF
fails to secure alternate fuel supplies.

Seasonality and fluctuationsin results

The revenue and operating results of the businfesaal of the Business LPs have historically diggda
seasonal variations throughout the year, and thigaton is expected to continue in the foreseeable
future. See “Seasonality” above.

Adverse weather conditions

Adverse weather conditions may affect construcsicimedules. Prolonged rain, snowfall or extreme cold
weather may shut down construction sites. This meayce demand for equipment and propane usages,
particularly in the areas of outdoor constructioctivity and space heating. On the other hand,
unseasonably warm weather in the winter may rediereand for heating fuel and related equipment
rentals. As a result, the Fund’s revenues and tipgreesults may be negatively affected.

Expansion

Existing or future competitors may compete with flund for acquisition candidates, which may inceeas
acquisition prices and reduce the number of stabtjuisition candidates. Existing or future coritpest
may also compete with the Fund for new locationsictv may reduce the number of suitable expansion
locations. If the Fund is not able to compete divety in this regard, its future growth may be aggely
impacted. In addition, there is no guarantee thiatré growth initiatives will be successful.

| nterest rates

The Fund's credit facilities bear interest at Viblgarates. The Fund is currently using a combimatb
fixed interest rate swaps and short-term instrumenthe form of a banker's acceptance to reduce
exposure to interest rate risk on a portion ofla@ns. Fluctuations in interest rates may signifilya
increase debt serving costs on the variable ratiopoof the credit facilities, and may have an ede
effect on the Fund’s future earnings and cash fldRising interest rates may also have the effect of
depressing demand in the interest rate sensitipects of the Business LPs’ businesses, particutemly
and used equipment sales, because many of thawnoeis finance their equipment purchases. As a
result, rising interest rates may have the efféceducing the Fund’s revenues.

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 Fisndenominated in U.S. dollars. Furthermore, a
portion of PER’s business relates to equipmentaténtthe film industry in British Columbia whicls i
sensitive to the U.S. dollar currency fluctuatiofibe Fund does not use derivative instrumentsdoae
these risks.

As at December 31, 2010, the Fund’s consolidatéshba sheet included $135,457 of accounts payable
and $43,765 of cash which were U.S. currency denatad.
Discontinuation of tax incentives

Currently the Government of British Columbia praddrefundable tax credits through the Production
Services Tax Credit Program to accredited prodoctorporations who produce accredited films or
videos in British Columbia. These credits are aldé to both domestic and foreign producers. This
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creates an incentive for film productions in thevyince and fuels demand for associated products and
services from businesses such as PER, which is jar rmapplier of logistics equipment in Metro
Vancouver. Unless the government continues suchirnegntives with terms that are competitive
compared to other jurisdictions such as Ontario @uebec, it may affect the level of production
activities in British Columbia. This may impact tik@ind’'s revenues and operating results from this
sector.

| ncome tax matters

Under the SIFT Tax rules, which are discussed iaidender “Future Income Taxes”, commencing
January 1, 2011, the Fund is subject to incomestaka rate approximately equal to the rate apgkcto
income earned by a Canadian public corporation, iangrevented from deducting trust distributions
when calculating taxable income. Unitholders wéltbeated as if they have received an eligibledgind
from a Canadian public corporation equal to thealdex portion of their distributions and will be &k
accordingly.

The payment for the SIFT Tax may reduce the casl ff the Fund, thereby reducing the amount
available for distribution to Unitholders. As a u#sthe Fund may not be able to maintain its aqurre
level of distributions.

DISCLOSURE CONTROLS AND PROCEDURES AND INTERNAL CONTROL OVER
FINANCIAL REPORTING

The Fund's management, under the supervision ofCHg&ef Executive Officer (“CEQ”) and Chief
Financial Officer (“CFQ”), is responsible for eslishing and maintaining disclosure controls and
procedures (“DC&P”) and internal control over ficgal reporting (“ICFR”). DC&P are designed to
provide reasonable assurance that information reguio be disclosed by the Fund in annual filings,
interim filings or other reports filed or submittethder securities legislation is recorded, proabsse
summarized and reported within the time periodsci§ipd in the securities legislation. Furthermore,
DC&P are designed to ensure that information reguio be disclosed by the Fund in annual filings,
interim filings or other reports filed or submittathder securities legislation is accumulated and
communicated to the Fund’'s management, includiegCiEO and CFO, as appropriate to allow timely
decisions regarding required disclosure. ICFR sEgieed to provide reasonable assurance regarding th
reliability of financial reporting and the prepaoat of financial statements for external purposes i
accordance with Canadian generally accepted adogymtinciples.

The Fund’'s ICFR may not prevent or detect all mtgshents because of the inherent limitations of any
control system. Additionally, projections of anyatation of effectiveness to future periods argestiio

the risk that controls may become inadequate becafishanges in conditions or deterioration in the
degree of compliance with the Fund’s policies aratedures.

As at December 31, 2010, the Fund’'s managementruheéesupervision of its CEO and CFO has
completed an assessment of the design and effeetisgeof DC&P and ICFR. In making this assessment,
management used the criteria set forth by the Catmenof Sponsoring Organizations of the Treadway
Commission (*COSQO") in Internal Control — Integrateéramework. Based on this assessment, the CEO
and CFO concluded that the Fund maintained effedi@&P and ICFR for the year ended December 31,
2010.

There has been no change in the Fund's DC&P an® ikt occurred during the year ended December

31, 2010 that has materially affected, or is reabbnlikely to materially affect, the Fund’'s DC&mP&
ICFR.
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OUTLOOK

The following discussion is qualified in its entyeby the “Forward-looking Information” at the
beginning of this MD&A, and the section titled “R&sand Uncertainties”.

The Fund has benefited from the gradual econonsimviegy in 2010, particularly in the second halttod
year when it recorded positive year-over-year aiggnowth. Management attributes the growth to the
strong construction activity in Alberta, a stal@liz construction climate in BC, and a rebound in the
filming and oil & gas sectors which are the Fungy niche markets.

Management sees improving market conditions comtgjuaking into account factors such as the low
interest rate environment, recent strength in &s®urce-based economy in Western Canada (oil & gas,
precious metals, forestry), and favourable govemrpelicies in areas such as film production taedis

and infrastructure project roll-outs. In respectlad high Canadian dollar, management sees theedela
impact on the Fund’s business, particularly thgydnid sector (as the higher Canadian dollar makes i
less attractive for US cruise ships to come to @arfar maintenance) to be largely offset by the net
benefit from the Fund's ability to source cheapental fleet equipment in the US, as well as
management’s focus on increasing business volurtie@&nadian-based businesses such as BC Ferries.

Management seeks future organic growth throughrdgieg its integrated network of 12 operations and
its unified brand name, “WesternOne Rentals & Salese network of complete equipment rental and
fuel distribution solutions allows the Fund’'s ogema to mobilize fleet efficiently, while the intezfed
marketing strategy identifies cross-selling oppoittes within the Fund’s existing markets and pradu
offerings.

Management continues to actively review its rerftaét condition and execute a growth capital
expenditure strategy through selectively purchabigy-utilization equipment in order to meet théufe
market demands. Furthermore, management contirmesedk external growth through identifying
accretive acquisition opportunities in the condimucand infrastructure services sector.

ADDITIONAL INFORMATION

Additional information relating to the Fund, inclad the Fund’s Annual Information Form and other
public filings, is available on SEDAR atww.sedar.conor on the Fund’'s website aivw.weqg.ca
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For moreinformation, 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@weq.ca

TRADING SYMBOLS
Toronto Stock Exchange: WEQ.UN, WEQ.DB and WEQ.DB.B
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