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WESTERNONE EQUITY

MANAGEMENT’S DISCUSSION AND ANALYSIS
August 12, 2008

The following management’s discussion and anal/M®&A”) should be read in conjunction with the
unaudited interim consolidated financial statemeatsd accompanying notes (“Interim Financial
Statements”) of WesternOne Equity Income Fund endubsidiaries (collectively known as the “Fund”
below, unless the context otherwise requires) lierthree and six months ended June 30, 2008. Result
have been prepared in accordance with Canadian gdigeaccepted accounting principles (“GAAP”)
and reported in Canadian dollars unless otherwisdigated. The fiscal year-end of the Fund is
December 31.

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

FORWARD-LOOKING INFORMATION

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

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

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

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

OVERVIEW OF THE FUND

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

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

the Fund.

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

The Fund holds a 100% indirect interest in WEQ Bectidn Equipment LP (“PE”), a limited partnership
established under the laws of Manitoba on Jun2A86. The Fund commenced operations on August 15,
2006, when PE acquired the assets of PER (the if@I)sPE specializes in renting, selling and sgng
quality high reach and material handling equipmemti providing logistical support to its customers,
located primarily in the lower mainland of BritiSlolumbia.

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

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

To ensure operational efficiency within the bussess acquired, specifically, PE, OCR, C&N, and
Deerfoot, (collectively known as “Business LPs"dve), the Fund structures its platform businesssgsdba
on market and geographic boundaries. Currently, buginesses consist of two geographic platforms
within the equipment rental, sales and servicestigu- one based in British Columbia and one ineAi:

British Columbia PlatformThe businesses within this platform are:

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

The businesses within the British Columbia Platfdoegan operating under a unified brand name,
WesternOne Rentals and Sales, on July 3, 2008'R&eent Events” below for further details.

Alberta Platform WEQ Deerfoot Rentals LP is currently the onlyibass within the Alberta platform. In
addition to the original location in south Calgafyberta, Deerfoot officially opened a second lamain
Lethbridge, Alberta on June 6, 2008. See “RecernhtsV below for further details.

The Fund units (“Units”) and the senior secured vedible debentures — Series A (“Series A
Debentures”) trade on the Toronto Stock Exchangerthe respective symbols WEQ.UN and WEQ.DB.

RECENT EVENTS

On May 15, 2008, the Fund received approval forlifimg of its Units and Series A Debentures aa th
Toronto Stock Exchange (“the “TSX”). The graduatiohtrading of the Fund’'s Units and Series A
Debentures, from the TSX Venture to the TSX, congadron May 20, 2008.

On June 6, 2008, Deerfoot officially launched tsgicond location in Lethbridge, Alberta under tlodvg
Rents franchise operation in an effort to expamdRitind’s market in the construction, infrastructane
agricultural sectors surrounding southern Alberta.

On July 2, 2008, the Fund entered into an inteig@st swap agreement with the chartered bank prayidi
the credit facilities for the Fund. This swap exohed the variable-rate acquisition loan, which aad
outstanding balance of $9,312,861 as at June 3B, 24ith a fixed interest rate of 5.78% for a péra
three years.

On July 3, 2008, the Fund announced its new braitiative in BC with the launch of WesternOne
Rentals and Sales, creating a streamlined andedngffesence in the BC equipment rentals and sales
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market for its three BC Platform businesses: PER@@d C&N.

On July 10, 2008, the Fund announced that the bafardistees had granted options to senior exeesjtiv
directors, trustees and certain employees to paecha aggregate, up to 463,000 Units. Each option
provides the holder with the right for up to teraggeto purchase one Unit at an exercise price &054
Vesting occurs equally over the next five years.

On July 29, 2008, the Fund announced that it hguakdi a letter of intent for the purchase of thetsssf
an equipment rental and propane distribution bgsifecated in Edmonton, Alberta.

BASIS OF MANAGEMENT’S DISCUSSION AND ANALYSIS

The Fund's results of operations reflect the Fugherations for the three and six months ended 30ne
2008. Compared to the three and six months endeel3Q, 2007 in which the Fund’s business comprised
PE and OCR (acquired June 1, 2007), for the thnees&k months ended June 30, 2008 the Fund has
incorporated the full three and six months of opens of OCR, and added the businesses of C&N and
Deerfoot since the acquisition on January 1, 26@BFebruary 15, 2008 respectively. Therefore, deor

to enhance the usefulness of this MD&A, certainugiited financial and operating results of the Ffond

the three and six months ended June 30, 2008 ampaced to the unaudited results of the Fund for the
three and six months ended June 30, 2007, comhiitedhe unaudited results of OCR Ltd., C&N Ltd.,
and Deerfoot Inc. for the three and six months @nlisme 30, 2007. Such information is provided for
reference purposes only and is not intended teesept a comprehensive comparison of the consalidate
financial results.

SUMMARY FINANCIAL REVIEW

The Fund continued to report positive growth iresalgross income and earnings for the three and six
months ended June 30, 2008, compared to the saidpkast year. The growth was attributable to: 1)
the acquisition of the assets of C&N and Deerfadirst quarter of 2008; and 2) organic growth with
the Fund’s operations. In particular, OCR grew By52 for revenue and 89.8% for EBITDA year-over-
year for the three months ended June 30, 20085.32d and 33.5% respectively for the six months énde
June 30, 2008. The significant increase was maioly to the strong vessel maintenance sector on
Vancouver Island which continued to fuel high dedsafor aerial and general rental equipment.
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Summary Financial Review Increase/(Decrease) Increase/(Decrease)
Three months end Six months ende Three months end Six months ende
June 3 June 3 June 3l June 3
($000's, except unit amounts) 2007 2008 2007 2008 $ % $ %
Revenue $ 6046 $ 7,952 $ 9,794 $ 15319 $ 1,905 31.5% $ 5,524 56.4%
Cost of sales (2,450) (2,258) (3,446) (4,453) (192) -7.8% 1,006 29.2%
Gross income 3,596 5,694 6,348 10,866 2,097 58.3% 4,518 71.2%
Gross margin 59.5% 71.6% 64.8% 70.9% 12.1% 6.1%

Operating expensé’g (1,671) (3,359) (3,274) (6,182) 1,687 101.0% 2,908 88.8%
EBITDA @ 1,925 2,335 3,074 4,684 410 21.3% 1,610  52.4%
Interest expense (316) (486) (641) (842) 170 53.7% 201 31.3%
Amortization and accretion (765)  (1,187) (1,488) (2,195) 422 55.2% 707 47.5%
Income before future income taxes 844 662 945 1,647 (182) -21.5% 702 74.4%
Future income recoveries/(taxes) - (7) - (252) (7) 0.0% (252) 0.0%
Net income $ 844 % 655 $ 945 $ 1,395 $  (189) -22.4% $ 450 47.7%
Maintenance cape® $ (TS 24 $ (1458 75 $ 95  134.4%$ 220 152.0%
Basic and diluted weighted avg earnings per Unit $ 70.8 0.06 $ 0.08% 0.12

Distributable cash generatgﬂ $ 1679 $ 1873 $ 2576 $ 3,854

Distributable cash per unf 0.1431 0.1589 0.2195 0.3255

Distributions declared 1,164 1,781 1,975 3,553

Distributions declared per Unit 0.1400 0.1500 0.2666 0.3000

Coverage ratio 1.44 1.05 1.30 1.08

Payout percentage 69.3% 95.1% 76.7% 92.2%

Notes:
(1) Before interest, amortization and accretion.

(2) See definition of EBITDA, Distributable cash andiltanance capex under “Non-GAAP Measures”.

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

More detailed discussions of the financial restdtsthe three and six months ended June 30, 2068 ar

provided under “Operating Results” below.

The Fund’s revenue increased by 31.5%, or $1.9%omilor the three months ended June 30, 2008. For
the six months ended June 30, 2008 the Fund’'s wevercreased by 56.4%, or $5.52 million. The
addition of C&N and Deerfoot contributed $2.64 ioill for the three months ended June 30, 2008 and
$4.41 million for the six months ended June 30,800he increase was also due to the Fund’'s strong
organic growth from OCR, as mentioned above. PEB\®nue from its rental and service operation
declined by 6.0%, or $0.20 million, for the threenths ended June 30, 2008 although it maintained a
positive growth of 2.2% or $0.13 million for thexanonths ended June 30, 2008. In 2007 PER sold a
significant amount of its older rental equipmentain effort to re-generate a newer fleet with higher
operating efficiency. This gave rise to sales oft®3million for the six months ended June 30, 2007,
compared to $1.30 million for the same period yleiar which reflects a more typical sales trend. flees
re-generation initiative reduced the average adgdE®R's fleet from six years to five years.

Gross Income increased by 58.3%, or $2.10 mill@rttie three months ended June 30, 2008. Forxhe si
months ended June 30, 2008 the Fund's gross inewreased by 71.2%, or $4.52 million. C&N and
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Deerfoot contributed a total of $1.66 million ari&4 million for the three and six months endedeJ3,
2008, respectively. OCR contributed $1.17 million the three months ended June 30, 2008 and $2.23
million for the six months ended June 30, 2008piyanic growth of 22.7% and 16.3% respectively when
compared to the same periods last year. Gross lémm PER'’s rental and service operation declined
7.2% in the second quarter of 2008, from $2.96ianilto $2.75 million, but remained consistent at585
million year-to-date. Gross income from PER’s eqépt sales decreased by $0.18 million and $0.26
million for the three and six months ended JuneZBD8, again due to an unusually high volume assal

in 2007 due to fleet re-generation.

Gross margin increased significantly from 59.5% 106% for the three months ended June 30, 2008 and
from 64.8% to 70.9% for the six months ended June2B08. The higher margins are due to the Fund's
lower equipment sales volume, which typically detai lower gross margin than the rental and service
revenues.

EBITDA increased by 21.3%, or $0.41 million for ttleee months ended June 30, 2008. For the six
months ended June 30, 2008 EBITDA increased byl1$inélion or 52.4%. C&N and Deerfoot
contributed a total of $0.65 million and $1.26 moill for the three and six months ended June 308,200
respectively. PER contributed $1.43 million andd82million for the three and six months ended Rhe
2008, respectively. OCR contributed $0.52 milliorfar the three months ended June 30, 2008 an® $0.9
million for the six months ended June 30, 2008,ciwhieflects an organic growth of 89.8% and 33.5%
respectively when compared to the same periodydast

Basic and diluted income per Unit for the three therended June 30, 2008 was $0.06/Unit on a weighte
average basis, compared to $0.07/Unit a year agonie per Unit for the six months ended June 30,
2008 was $0.12/Unit. This is compared to $0.08/dryear ago.

The Fund generated distributable cash of $1.87Tomi{t50.1589 per Unit) for the three months endeteJ
30, 2008 and $3.85 million ($0.3255 per Unit) foe six months ended June 30, 2008. Total distahsati
declared were $1.78 million ($0.1500 per Unit) &&155 million ($0.3000 per Unit) in the respective
periods. The distributions represent a payout péage of 95.1% (equivalent to a coverage ratio of
1.05x) for the three months ended June 30, 2008arkP6 (coverage ratio of 1.08x) for the six months
ended June 30, 2008. Due to the seasonal nattine &und’s business, in which the rental actiwatyels
typically follow a growth trend into the monthssommer and fall as construction activities reastpéak
during the year, management believes this will leerresponding effect to reduce the payout paagen

in the second half of the year due to higher disteble cash generated.

FUTURE INCOME TAXES

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

Prior to June 22, 2007, the Fund estimated theduficome tax on certain temporary differences betw
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amounts recorded on its balance sheet for bookangurposes at nil tax rate. Under the newly exhct
legislation, the tax rate on the post-2010 revep#these temporary differences is estimated td98%
for 2011 and 28.5% thereafter. Temporary differsresersing prior to December 31, 2010 will stVley
rise to nil future income taxes. Based on its asaet liabilities as at March 31, 2008, the Funsgl ha
estimated the amount of its temporary differenchelvwere previously not subject to tax and thegoler
in which these differences will reverse.

As a result of this new legislation, Canadian aotiog guidance required that the Fund record aréutu
tax asset and a corresponding non-cash recovergttmcome of $1.45 million in the fiscal year 2007
This future income tax treatment is based on tearaption that the Fund will be a taxable entit2@i1.
Adjustments to this future income tax asset willreguired based on changes in the differences batwe
the tax basis and financial statement basis oFthel’s assets and liabilities. Accordingly, an atjent
representing a non-cash, future income tax chafr§®.@5 million during the six months ended June 30
2008 was recorded.

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

OPERATING RESULTS

To enhance the comparability with the current mksidinancial results under this section, the Fend’
unaudited financial results for the three and sontins ended June 30, 2007 have been combinedheith t
unaudited financial results for OCR Ltd., C&N Ltdnd Deerfoot Inc. prior to the Fund’s acquisitain
the companies’ assets. The unaudited informatigor imformation purposes only and should not biede
upon under any circumstances.

Revenue

Total revenues form rentals and services were $dlbn and $12.44 million for the three and six
months ended June 30, 2008, which increased by I¥%©6 million) and 5.3% ($0.63 million)
respectively. Total revenues from equipment salee\81.48 million and $2.78 million for the threeda
six months ended June 30, 2008, which decreasé&? 896 ($1.66 million) and 40.2% ($1.87 million),
largely due to PER’s fleet re-generation progrardd07 which resulted in an unusual level of equipme
sales. The revenues comprised of the following:
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Summary of Revenues ($000's) Increase/(Decrease) Increase/(Decrease)

Three months ended Six months ended  Three months ended Six months ended
June 30 June 30 June 30 June 30

2007 2008 2007 2008 $ % $ %
Equipment Rentals $ 4,924$ 5003 $ 9,086 $ 9595 $ 80 1.6% $ 508 5.6%
Logistical Support 368 451 793 816 83 22.4% 23 2.9%
Parts and Services 1,071 969 1,933 2,028 (102) -9.5% 95 4.9%
Total Rentals and Services Revenue $ 6,363 6,423 $ 11,812 $ 12,439 $ 61 1.0% $ 627 5.3%
Equipment Sales 3,144 1,484 4,641 2,775 (1,660) -52.8% (1,866) -40.2%
Ohters 65 45 81 105 (21) -32.0% 23 28.6%
Total Revenues $ 9572% 7952 $ 16534 $ 15319 $ (1,620) -16.9% $ (1,216) -7.4%

® Combined totals of the Fund's unaudited finanoéabilts for three and six months ended June 307,2610s unaudited financial results of C&N
Ltd. and Deerfoot Inc. for the three and six momthded June 30, 2007.

Revenue from equipment rentals of $9.60 milliontfar six months ended June 30, 2008 increasedby 5.
%, or $0.51 million, compared to $9.09 million aayeago. This increase is a result of the continued
growth of the Fund’s customer base and equipmenalréleet, fuelled by the continuing strength e t
construction, vessel maintenance and general reetabrs. Major projects in the Greater Vancouver
Regional District (GVRD), such as the Vancouver deraand Convention Centre, Canada Line rapid
transit system, Golden Ears bridge, Olympic Atldeddllage, along with various other commercial and
multi-family residential projects, are underway acwohtinue to fuel the demand for our equipment.
Continued from the first quarter of 2008 the vesmaintenance sector in Vancouver Island remained
strong in the second quarter. Despite the softesimgle housing market in Calgary, the Fund’s ojana

in that region experienced a 4.3% increase as wreased our focus on gaining market share in the
commercial and multi-family residential sectorsvasl as the official launch of our Lethbridge ogigon

in southern Alberta in June, 2008.

For the three months ended June 30, 2008, equimeetat revenue of $5.00 million increased by 1.6%,
or $0.08 million, compared to $4.92 million. Thaditional ramp-up of construction activities indat
spring was deterred by an unusual amount of rdinfathe BC and Alberta regions, especially in the
month of May.

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

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

Revenue from logistical support of $0.82 milliorr ihe six months ended June 30, 2008 increased by
3.0%, or $0.03 million, compared to $0.79 millioryear ago. For the three months ended June 30, 2008
logistical support revenue of $0.45 million incredsdy 22.4%, or $0.08 million, from $0.37 million a
year ago. The increase was largely due to the growthe shipyard-related rental businesses, wigcke

rise to increased deliveries of equipment on Vawnepoisland.

Revenue from parts and services of $2.03 milliantfe six months ended June 30, 2008 increased by
4.9%, or $0.10 million, compared to $1.93 millioryear ago. The increase in the cumulative number of
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units sold to its customers by the Fund has geegratloyal customer base for the parts and service
activities of the business, as customers retuhrat@ their equipment serviced by the dealer. Manage
believes that this increase is a result of theigoatl demand for high-quality services within thghh
reach, material handling and general equipmenta@old industry.

For the three months ended June 30, 2008, partseamides revenue of $0.97 million decreased b%69.5
or $0.10 million, compared to $1.07 million for th@me period last year.

Revenue from equipment sales of $2.78 million foe six months ended June 30, 2008 decreased by
40.2%, or $1.86 million, compared to $4.64 millianyear ago. As mentioned above (See “Summary
Financial Review”), equipment sales for the six therended June 30, 2008 declined from the unusually
high sales level a year ago, when PER sold a &gnifamount older equipment in an effort to reegate

a newer fleet with higher operating efficiency. &sesult of the fleet re-generation initiative theerage

age of PER’s fleet was reduced from six yearsv®years. Management feels that this initiativen®ian
important strategy to optimize the residual valtielder equipment when sold to the market. Furtloeen

the re-generation enhances the operating efficievicyhe fleet and avoids significant repair and
maintenance costs, and machine breakdowns whicetatlypbecome more prevalent when the machines
are six to seven years old.

For the three months ended June 30, 2008, equipsakrd revenue of $1.48 million decreased by 52.8%,
or $1.66 million, compared to $3.14 million a yeao.

Revenue from other sources amounted to $0.11 millio the six months ended June 30, 2008, compared
to $0.08 million for the same period last year. Hw three months ended June 30, 2008 the revemsie w
$0.05 million, compared to $0.07 million a year aghe revenue relates mostly to income generated fr
short-term investments such as guaranteed investradificates.

Gross margin and gross income

Gross margin was 71.6% and 70.9% for the threesanohonths ended June 30, 2008, respectively. This
is compared to 61.4 and 64.5% for the same peléatis/ear. The increase is due to the lower equipme
sales (see revenue discussion above), which typibale a lower margin than equipment rentals and
services and hence drive up gross margin.

Gross income of $10.87 million for the six monthsled June 30, 2008 increased by 1.9%, or $0.21
million, compared to $10.66 million last year. Gsascome of $5.69 million for the three months ehde
June 30, 2008 decreased by 3.1%, or $0.19 miliompared to $5.88 million last year.

Cost of sales

Cost of sales as a percentage of total revenue284d86 and 29.1% for the three and six months ended
June 30, 2008, compared to 38.6% and 35.5% fa&tre periods last year.

Costs associated with equipment sales was 83.986wpment sales revenue for the six months ended
June 30, 2008, which increased slightly from 8312%b year. For the three months ended June 30,,2008
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costs associated with equipment sales was 83.6%h wduced from 85.4% last year.

Costs associated with commissions were 2.5% of tet@nues for the six months ended June 30, 2008,
which is consistent with 2.4% last year. Commissifor sales people are paid based upon equipment
sales and rentals revenue. In addition, incentorapensation paid out to the management team of the
Business LPs, which is determined using an earsbaged calculation, is also included in commissions

For the three months ended June 30, 2008, costxiaiesl with commissions were 2.2% of total
revenues, which is consistent with 2.1% last year.

Costs associated with re-rentals were 4.6% of tamfal revenues for the six months ended June 30,
2008, compared to 5.2% last year. Re-rentals & edhts associated with renting equipment fromrothe
equipment rental companies in order to fulfill teguirements of the Fund’'s customers. This decrisaese
result of the continued growth of the Fund’s higaah and material handling equipment rental fized,
therefore its increased ability to satisfy customeguirements while decreasing the amount rentaa fr
third parties.

For the three months ended June 30, 2008, costeiaiesl with re-rentals were 4.9% of total rental
revenues, compared to 5.1% last year.

Costs associated with other items were 8.5% of tetaenues for the six months ended June 30, 2008,
compared to 6.9% last year. Costs under this cgtegtate mostly to purchases of fuel for the renta
fleet, and expenditures of parts for the repair amaahtenance of the rental equipment and servioing
customers’ equipment. The increase is consistahttive current period’s higher proportion of equgmin
rental and services-related revenue, as a pereemfatptal revenues (81.2%), compared to last year
(71.4%).

For the three months ended June 30, 2008, costsiatexl with other items were 7.5% of total revenue
compared to 5.9% last year. Proportion of equipmemial and services-related revenue, as a pegeenta
of total revenues, was 80.8% compared to 66.5%y&est

Operating expenses

Operating expenses, before interest, amortizatiwh accretion, was 39.8% of total revenues, or $6.10
million for the six months ended June 30, 2008.sTiki compared to 33.6% total revenues, or $5.56
million, a year ago. The higher amount is attribuie an increase in general and administrativegtite
sales and service expenses, mostly as a resuielofdst increases.

For the three months ended June 30, 2008, opemtpenses, before interest, amortization and acuoret
was 42.0% of total revenues, or $3.34 million foe 5ix months ended June 30, 2008. This is compared
to 31.3% total revenues, or $3.00 million, a yego.al he increase is attributed to higher fuel casid
incremental operating costs incurred at the Letlgeriocation during the startup phase.

EBITDA (see “Non-GAAP Measures”)
EBITDA of $4.68 million for the six months endedn@u30, 2008 decreased by 6.7%, or $0.34 million,
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compared to $5.02 million for the same period Mestr. The decline is largely due to the reduced
equipment sales when compared to last year (Seerffawy Financial Review” above), as well as
operating costs relating to the startup of the letlye location. Excluding the foregoing factorse t
adjusted EBITDA was $4.26 million for the currerripd and $4.17 million last year, or a 2.2% inseea

EBITDA margin, as a percentage of total revenuamained consistent at 30.6% for the six monthsdende
June 30, 2008, compared to 30.4% for the sameddlexsd year.

For the three months ended June 30, 2008, EBITD$2d4 million decreased by 17.0%, $0.47 million,
compared to $2.81 million for the period last ydaxcluding the factors relating to reduced equipgmen
sales and Lethbridge operating costs, adjusted BBIWas $2.25 million for the current period and
$2.33 million last year, or a 3.4% decline whichpismarily due to higher general operating expenses
relating to fuel.

EBITDA margin, as a percentage of total revenuesjained consistent at 29.4% for the three months
ended June 30, 2008 and for the same period last ye

Net income

Net income of $1.40 million or 9.1% of total revesuor the six months ended June 30, 2008 decreased
by 36.0%, or $0.78 million, compared to $2.18 millior 13.2% of total revenues last year. Net income
for the six months ended June 30, 2008 includednacash future income tax charge, as a resulteof th
tax legislation, enacted by the Government of Cariadlune, 2007, to tax distributions of publicizd
income trusts commencing 2011. The accountingrrestt resulted in a non-cash recognition of future
income tax charge of $0.25 million for the six mended June 30, 2008. Excluding the impact from
future income taxes, adjusted net income for tRenwinths ended June 30, 2008 was $1.65 million or
10.8% of total revenues, which decreased 24.3%0 &33million, from $2.18 million for the same petio

last year.

For the three months ended June 30, 2008, net saafn®$0.66 million or 8.2% of total revenues
decreased by 52.0%, or $0.71 million, compared1t@% million or 14.3% of total revenues last year.
Excluding the impact from future income taxes ofdgOmillion, adjusted net income was $0.67 million.

The decline is largely due to the reduced equipreatgs when compared to last year, higher fuekgost
incremental Lethbridge operating costs, and diffecerporate structure of the businesses beforatied
the Fund’s acquisition and its subsequent IPO, hvga&ve rise to different non-cash related amortnat
policies.
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SELECTED QUARTERLY FINANCIAL INFORMATION

in $000's except per Unit amounts Q2'08 Q1'08 Q4'07 Q3'07 Q2'07 Q1'07 Q4'06 47-daippe

ended Sep 3(

06
Revenue $ 7952 $ 7367 $ 6,08 $ 6650 $ 6,046 $ 3,749 $ 4,300 $ 2,362
Cost of Sales (2,258)  (2,194) (1,387) (1,832) (2,450) (997) (1,243) (297)
Gross income 5,694 5,173 4,702 4,818 3,596 2,752 3,057 2,065
Gross margin 71.6% 70.2% 77.2% 72.4% 59.5% 73.4% 71.1% 987.4

Operating expens¢* (3,359) (2,824) (2,336) (2,028) (1,671) (1,603) (1,330) (689)
EBITDA ' $ 2335 $ 2349 $ 2366 $ 2,790 $ 1,925 $ 1,149 $ 1,727 $ 1,376
Net Income $ 655 $ 740 $ 2,734 $ 1644 $ 844 $ 100 $ 807 $ 721
Distributable cash generatét $ 1,873 $ 1,980 $ 2,084 $ 2327 $ 1679 $ 899 $ 1,374 $ 1,002
Distributable cash per Urt® 0.1589 0.1677 0.1774 0.2115 0.1431 0.1402 0.2143 0.1564
Distribution declared $ 1,781 $ 1,771 $ 1,762 $ 1,762 $ 1,164 $ 810 $ 913 $ 405
Distribution per Unit 0.1500  0.1500 0.1500 0.1500 0.1400 0.1266 0.1424 0.0632
Coverage ratit"” 1.05 1.12 1.18 1.32 1.44 1.11 1.50 2.47
Payout percentac” 95.1% 89.5% 84.5% 75.7% 69.3% 90.4% 66.5% 40.4%
Notes:

(1) Before interest, amortization and accretion.

(2) See definition of EBITDA and Distributable cash antNon-GAAP Measures”.

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

(4) Amounts calculated using distributable cash angiilbigions declared for the related period, nopenUnit amounts.

Seasonality

Typical seasonality of the Fund’'s business imp#ést®perating results as follows: The Fund’s bussne
activity levels in the British Columbia Platformhieh consists of PE, OCR and C&N (see “Overview of
the Fund” above), is generally lower from Januéirpuigh March as winter weather hampers construction
activities. The low activity levels are addressgdh® Fund’s acquisition of the assets of Deerfoot on
February 15, 2008. Strong rental activity levelsiry the winter months in the Alberta Platform, efi
consists of Deerfoot’s two locations in Calgary &ethbridge, partially compensate the slow cyclB@

as Deerfoot has a large fleet of heaters of var®mss for rent to customers in order for constonct
activities to continue under low temperatures. Fégonil through July the demand for rental equipment
grows gradually as construction and general tootateactivities accelerate into the summer months.
Expenditures on inventory for sale and rental feet mostly incurred during these months due tasbb
equipment rental and sales in summer and fall. FAoigust through November the demand for rental
equipment continues to be strong as constructionpaaies strive to meet construction targets pher t
start of the holiday season in December, which gems a slowing trend into the winter months of the
subsequent year.

In addition to the seasonal nature of the Fundsirtess, the quarterly changes above are also dije to
PE’s organic growth through expanding its custob@se; and (ii) the acquisition of the assets of OCR
Ltd. on June 1, 2007 (Q2 '07), and C&N Ltd. and @& Inc. on January 2, 2008 and February 15,
2008 respectively (Q1 '08).

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

Page 13



CASH FLOW AND LIQUIDITY

The following table provides an overview of the Bisncash flows from operating, investing and finagc
activities for the three and six months ended Bihe€008.

Summary of cash flows ($000's) Three months ended Six months ended
June 30 June 30
2007 2008 2007 2008

Net change of cash related to:

Operations $ 411 % 1,723 % 1,866 $ 7,192

Investing (17,089) (2,963) (18,127) (18,210)

Financing 15,591 (126) 14,892 8,048
Net change in cash during the period $ (1,087)$ (1,366) $ (1,369% (2,970)

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

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

in future results of operations may require th&t Fund relies on its operating loans for workingitzd
financing at certain times of the year.

During the six months ended June 30, 2008 the Buongerating activities generated cash of $7.19
million. This was comprised of $3.80 million fromar@ings and amortization, and an increase of $3.39
million in working capital which represented a natroourse of fluctuation in the Fund’s businesses.

A single Canadian chartered bank (the “Bank”) hawigded a $4.75 million operating loan on an insére
only basis, that is payable upon demand, on whiclous operating entities of the Fund had drawB31.
million as at June 30, 2008. The operating loaon@with the cash of $2.55 million held by the Fund
formed the cash and cash equivalent balance o8$tillon as at June 30, 2008.

The operating loan is at the Bank’s prime rate @u30% per annum and, in addition to covenant
requirements, is secured by 50% of inventory arfh 0% acceptable accounts receivable, minus priority
claims. The operating loan has no stated matuatg.dRefer to the Fund'’s Interim Financial Statésien
note 7 for a description of the bank covenants. Fhad was in compliance with all of the Bank’'s
covenants as at June 30, 2008.

CAPITAL RESOURCES

In addition to the $4.75 million interest-only demdaoperating loan described in the “Cash Flow and
Liquidity” section above, the Bank has made twoiteddoans and an acquisition loan (the “credit
facilities”) available to the Fund to finance itapital expenditures and future acquisitions. Aduate 30,
2008 the capital and acquisition loans are summa@s follows:
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(1) Non-revolving capital loan of $2.73 million;

(2) Approved revolving capital loan of $6.00 milliorf, which $3.17 million was outstanding at June 30,
2008; and

(3) Approved acquisition loan of $14.00 million, of whi$9.18 million was outstanding at June 30, 2008.

The credit facilities are repayable on demand amigss and until demanded, in monthly instaliments,
with interest at the Bank’s prime rate plus 0.6586 @nnum or 1.60% above banker's acceptance rates
for the capital loans and 1.70% above banker’saoee rates for the acquisition loan. The loaes ar
secured by a general security agreement. The nohsg capital loan, unless repaid on demand & th
Bank, shall be repaid in full by August 31, 201heTrevolving capital loan and acquisition loan,essl
repaid on demand to the Bank, shall be repaidlirofuthe fifth anniversary of the date of such ate
made. Refer to the Fund's Interim Financial Stat@snote 7 for a description of the bank covenants
The Fund was in compliance with all of the Banldsenants as at June 30, 2008.

As mentioned above (see “Recent Events”), on Jul0P8 the Fund entered into an interest rate swap
agreement with the Bank. This swap exchanged #mable-rate acquisition loan, which had an
outstanding balance of $9,312,861 as at June 3@, 2Gth a fixed exchange rate of 5.78% for a kdb
three years.

DISTRIBUTABLE CASH AND DISTRIBUTIONS

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

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

In order to ensure the Fund's continued financtaérgth, and providing a reasonable return to its
unitholders, the Fund has considered it financiatlydent not to distribute 100% of Distributables@an
order to address the seasonality nature of thenkssiand unforeseen events, should they occur. The
Fund's policy is to make stable monthly distribu8do unitholders.
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Distribution history Distributions per Unit

August, 2006~ $ 0.0224
September, 2006 0.0408
October, 2006 0.0408
November, 2006 0.0408
December, 2006 0.0608
Total for the 130-day period ended December 31, 260 $ 0.2056
January, 2007 $ 0.0408
February, 2007 0.0408
March, 2007 0.0450
April, 2007 0.0450
May, 2007 0.0450
June, 2007 0.0500
July, 2007 0.0500
August, 2007 0.0500
September, 2007 0.0500
October, 2007 0.0500
November, 2007 0.0500
December, 2007 0.0500
Total for the twelve months ended December 31, 2007 $ 0.5666
January, 2008 $ 0.0500
February, 2008 0.0500
March, 2008 0.0500
April, 2008 0.0500
May, 2008 0.0500
June, 2008 0.0500
Total for the three months ended March 31, 2008 $ 0.3000
Note:

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

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

The following table reconciles cash flow from ogerg activities to distributable cash for the thessd
six months ended June 30, 2008.

Reconciliation of cash flow from operating actig&ito distributable ca Three months end Six months ende
($000's, except for Unit amounts) June 30, 2008 June 30, 2008
Cash flow from operating activities $ 1,723 $ 7,192

Changes in non-cash working capital balances 89 (3,391)

1,812 3,801

Gain on sale of assets 85 128

Maintenance capital expenditdte (24) (75)
Distributable cash generated $ 1,873 $ 3,854
Distributions declared $ 1,781 $ 3,553
Distributable cash generated per Unit $ 0.1589 $ 0.3255
Distributions declared per Unit 0.1500 0.3000
Payout ratic” 1.05x 1.08x
Payout percentade 95.1% 92.2%
Notes:

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

NON-GAAP MEASURES

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

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

References in this MD&A to “Distributable Cash” @pecash available for distribution to the unittestsi

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

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

OFF-BALANCE SHEET FINANCING

The Fund has no off-balance sheet arrangements.

CONTRACTUAL OBLIGATIONS

Assuming that the contractual requirements of tieelit facility are met, and the demand featureat n
exercised by the Bank, the minimum repayments reddor the capital loans are as follows:

Loans payable ($000's) July 1 to
December 31, 2009 2010 2011 2012 2013
2008
Loans Payable $ 1,032 $ 2,115 $ 2,232 % 4,247  $ 1,781 $ 3,849

The Fund has the following rental, equipment fimag@nd operating lease commitments:

Contractual obligations ($000's) July 1 to

December 31, 2009 2010 2011 201 ~ 2013and
2008 after
Rental commitments $ 309 $ 662 $ 657 $ 630 $ 504 $ 4,006
Equipment financing commitments 49 92 68 28 - -
Operating leases 256 476 363 199 94 -
$ 614 $ 1,230 $ 1,088 $ 857 $ 598 $ 4,006

LONG TERM INCENTIVE PLAN

Key employees of the Fund will be eligible to peapate in the Fund’'s long term incentive plan (the
“LTIP"). The purpose of the LTIP is to provide ébte participants with compensation opportunitiestt
will enhance the Fund’s ability to attract, retaimd motivate key personnel and reward key empldgees
significant performance that result in the Fundeexiing its cash available for distribution targets.
Pursuant to the LTIP, the Fund will set aside d pbfunds based upon the amount, if any, by witieh
cash available for distribution per Unit (as meaduon a fully diluted basis) exceeds certain ddfine
threshold amounts. The Fund or a third-party teust#l purchase Units in the market with this podl
funds and will hold the Units until such time asnanship vests to each participant. LTIP participamitl
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be entitled to receive distributions on all Unitdchfor their account prior to the applicable vagtdate.
Unvested Units held by the third-party trusteedarLTIP participant will be forfeited if the parpant
resigns or is terminated for cause prior to thdiegiple vesting date, and those Units will be sotd the
proceeds returned to the Fund.

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

The Compensation Committee from time to time mayodeally adjust the threshold. In fiscal 2008e th
LTIP will provide for awards that may be earned duh®n the amount by which cash available for
distribution per Unit (as measured on a fully dithibasis), exceeds a base distribution threshc®.65
per Unit per annum. The percentage amount of tkegss which forms the LTIP incentive pool will be
determined as follows:

Percentage by which Cash Available for Distribui@n Unit exceeds Maximum Proportion of Excess Cash Available fostBbution for
Base Distribution Threshold LTIP Payments
over 5% to 10% 15% of any excess over 5% to 10%
greater than 10% 20% of any excess over 10%

For the six months ended June 30, 2008, the corapensommittee of the Fund has not approved any
payments under the LTIP for the 2008 fiscal yeaddt for senior management of the Fund.

WESTERNONE EQUITY 2006 INCENTIVE UNIT OPTION PLAN

At Closing, the Fund reserved an aggregate of £88ltnits for issuance under the WesternOne Equity
2006 Incentive Unit Option Plan (the “WesternOnaliBgOption Plan™). Under the WesternOne Equity
Option Plan, options to purchase the Fund’s Unigy tme granted to the Trustees and to the directors,
officers and employees of, and service providershe Partnership or its affiliates. The purpose¢hef
WesternOne Equity Option Plan is to provide sudlitdé participants with compensation opportunities
that will encourage ownership of Units, enhance Ehed’s ability to attract, retain and motivate key
personnel, and reward directors, officers, empleyeel service providers for significant performaand
growth in the Fund’s cash flow.

On July 10, 2008, the Fund announced that the bafardistees had granted options to senior exeesjtiv
directors, trustees and certain employees to paecha aggregate, up to 463,000 Units. Each option
provides the holder with the right for up to teraggto purchase one Unit at an exercise price &054
Vesting occurs equally over the next five years.

TRANSACTIONS WITH RELATED PARTIES

The Fund purchased equipment from a company inhamaiboard member has a controlling interest, for
$107,524 and $263,529 during the three and six msoenhded June 30, 2008 respectively. These
transactions arose during the normal course ohkasiand have been recorded at exchange valuesl agre
upon by both parties.
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FUND UNITS AND PRINCIPAL UNITHOLDERS

As at June 30, 2008, 11,751,863 Units were issnddoatstanding, each of which entitles the holder t
one vote at Unitholder meetings. In addition, 1P8,@xchangeable units (“Exchangeable LP Units”)ewer
issued by a subsidiary indirectly controlled by thend on February 15, 2008. The Exchangeable LP
Units have no voting rights but have economic sgfquivalent to the Fund’'s Units, and are exchadiigea
to the Units on a one-for-one basis. To the knogédeaf the Fund, no person beneficially owns, diyemt
indirectly, or exercises control or direction ovéinits carrying more than 10% of the voting rights
attached to all the issued and outstanding Uniterdhan:

Percentage of Units
Name Class and Number of Securities Outstanding

Darren T. Latoski® 1,247,393 Units 10.61%

Note:
(1) Of the 1,244,293 units, 1,207,000 units are owneB®&rren Financial Group Inc. which is controlled Mr. Latoski. The remaining 40,393
units are owned by Mr. Latoski personally.

CRITICAL ACCOUNTING ESTIMATES

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

Inventory valuation

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

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

Property and equipment is recorded at cost. Thel Feumortizes its property and equipment over their
estimated useful lives on a straight-line basis;epk for building which is amortized on a declining
balance basis, and land which is not amortized:

Rental fleet* ...... ..o e 10 yeESS
Tractors and trailers ... 7 s
BUIIAING e 4% annually
Furniture, fixtures and equipment ..................cceeveve e een D yeArS
Computer equipment and software ...........ccccooiiiiiii i, 5 years
Leasehold improvements ........... lesser of 5 yeadstha initial term of the lease
Land.... ...t e e e sene e e eeeen. N

*net of 25% salvage value.

The building and land relate to the business prsnid C&N and were acquired as part of the opmyati
assets.

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

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

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

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

Customer relationships ... 10 years
Non-competition agreements ......occ..ooeeiiiiiiiiiie e eeeenen. 1to 3 years
Brand Name ....... ..o Nil
Supplier agreemMENES ... iveie e Nil

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

Revenue recognition

Revenue from rental contracts and logistical supmmrecognized in the period in which the related
services have been provided and collectabilitg@&sonably assured.
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Service revenue, comprised of the sale of partsegngpment servicing, is recognized when the pans
delivered and the related services have been mshdend collectability is reasonably assured.

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

NEW ACCOUNTING STANDARDS ADOPTED

Effective January 1, 2008, the Fund adopted thea@an Institute of Chartered Accountants’ new
Handbook Sections; 1535 “Capital Disclosures”, 303hventories” 3862 “Financial Instruments —
Disclosures” and 3863 “Financial Instruments — Bmnestion”. Handbook sections 3862 and 3863 replace
section 3861 “Financial Instruments — Disclosurd Bnesentation”. These recommendations have been
incorporated into the Fund’s Interim Financial 8taénts.

a) Section 1535 — Capital Disclosures

This section establishes standards for disclosifgmation about an entity's capital and how
it is managed. Under this standard the Fund isimedjuo disclose information that enables
users of the financial statements to evaluate thlB objectives, policies and processes for
managing capital.

b) Section 3031 - Inventories

This section requires inventory to be measuredatdwer of cost and net realizable value.
This standard provides additional guidance on yped of costs that can be capitalized and
requires the reversal and disclosure of previougeniory write-downs if economic
circumstances have changed to support higher ionemtilues. The adoption of this standard
did not have any impact on the Fund’s interim cbdated financial statements.

c) Section 3862 — Financial Instruments — Disclosures

This Section requires entities to provide disclesofr quantitative and qualitative information
in their financial statements that enable usergualuate (a) the significance of financial
instruments for the entity's financial position greformance; and (b) the nature and extent of
risks arising from financial instruments to whidte tentity is exposed during the period and at
the balance sheet date, and management’s objectivésies and procedures for managing
such risks.

d) Section 3863 — Financial Instruments — Presentation

This Section establishes standards for presentafidinancial instruments and non-financial
derivatives.
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e) Future accounting changes

In February 2008, the CICA issued Handbook Se@@y, "Goodwill and intangible assets,"
which replaces the existing standards. This revsteshdard establishes guidance for the
recognition, measurement and disclosure of goodnil intangible assets, including internally
generated intangible assets. This standard is tieffedor 2009. The Fund is currently
evaluating the impact of adopting this standarit®nonsolidated financial statements.

In February 2008, the Accounting Standards Boardircoed the date of changeover from
GAAP to International Financial Reporting StandafiédRS). Canadian publicly accountable
enterprises must adopt IFRS for their interim andual financial statements relating to fiscal
years beginning on or after January 1, 2011. ThedFs currently developing its IFRS

conversion plan and evaluating the effect of the sandards on its consolidated financial
statements.

RISKS AND UNCERTAINTIES

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

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

The Fund is entirely dependent on the operatiors assets of its subsidiaries through its indirect
ownership interests. The Fund’'s ability to makeutag distributions to unitholders is dependent loa t
cash flow generated by these subsidiaries. Thigffected by the profitability, fluctuations in wank
capital, margin sustainability and capital expandis of the underlying businesses. Although the
subsidiaries are intended to distribute their cashilable for distribution, there can be no asstgan
regarding the amounts of income to be generatethdsubsidiaries and amounts paid to the Fund. The
failure of any subsidiary to make its anticipatéstributions could adversely impact the Fund’s ficial
condition and cash flows and therefore distribwgitmunitholders.

Competitive and economic environment

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

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

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

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

Seasonality and fluctuations in results

The revenue and operating results of the predecdsstiness of the Business LPs have historically
displayed seasonal variations throughout the yead this variation is expected to continue in the
foreseeable future. Se8éasonalityabove.

Expansion

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

Interest rates

The Fund's credit facilities bear interest at vialearates. The Fund is currently using a combinatb
fixed interest rate swaps and short-term instrunmetite form of a banker’s acceptance to reducesxe
to interest rate risk on a portion of its loans.

Foreign exchange

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

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

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

of Units, there can be no assurance regardingrtiwiats of income to be generated by the Business LP
and paid indirectly to the Fund. The actual amadistributed in respect of the Units will depend npo
numerous factors associated with the Business ineliding their profitability, fluctuations in woikg
capital, sustainability of margins, interest ex@snand their requirements for repayment of indeletssl
and incurrence of capital expenditures.
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The market value of the Units may deteriorate &gantly if the Fund is unable to continue to distite
cash to unitholders at current distribution levels.

Nature of Units

The Units share certain attributes common to bqtlity securities and debt instruments. The Unitsiato
represent a direct investment in the businesséisedBusiness LPs and should not be viewed by iok&st
as direct securities of the Business LPs. The Usjisesent a fractional interest in the Fund. Wrakbrs
do not have the statutory rights normally assodiatgh ownership of shares of a corporation inatggli
for example, the right to bring oppression or dafixe actions. The price per Unit is a function of
anticipated distributable income, interest rates @her factors.

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

a limited partner, directly or indirectly, of theuBiness LPs. This structure was established tbtfaeithe
growth and acquisition objectives of the Fund. Phiee per Unit is, in part, a function of anticipdt
distributable income, distributions, as well as tt@nsolidated indebtedness, net of cash and cash
equivalents of the Fund including the net indeb¢sdrof the Business LPs. The price per Unit may lads

a function of interest rates or expected returnsilave, or perceived to be available, on alteueati
investments.

Federal income tax changes

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

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

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

Under the SIFT Rules, commencing January 1, 20%l Fund will become subject to tax on its income
and taxable capital gains from dispositions, tsapaid or payable to Unitholders, at a rate equdhe
then prevailing corporate income tax rate (curyesit at 29.5% for 2011 and 28.0% thereafter).
Distributions of such income to Unitholders would treated as dividends paid by a taxable Canadian
corporation. This will result in the Fund's incobreing subject to the tax, and distributions of sacbme

by the Fund to its Unitholders being treated agldivds paid by a taxable Canadian corporation.rRgtu

of capital by the Fund to its Unitholders would betaffected by the SIFT Rules and would contioueet
taxed in the same manner as currently.

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

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

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

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

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

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

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

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

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

DISCLOSURE CONTROLS AND PROCEDURES

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

INTERNAL CONTROL OVER FINANCIAL REPORTING

No changes were made in the Fund's internal comvel financial reporting during the three and six
months ended June 30, 2008, that have materiddigtall, or are reasonably likely to materially efffehe
Fund’s internal control over financial reporting.
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OUTLOOK

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

The Fund intends to continue to grow its cash tlowugh sustained growth in operating results. Fined
intends to leverage the scalability of its existinfyjastructure to continue to improve the utilizatof its
equipment fleet thereby generating increased dashwith minimal incremental investment.

Following the recent acquisitions of the asset€&N Ltd. and Deerfoot Inc., the Fund has integrated
C&N and Deerfoot under a common management, fondsgyeowth strategy. Further, the Fund structures
its platform businesses based on geographic boesdaand aligns the Business LPs under regional
leadership.

The Fund intends to seek new acquisitions in expgrtoduct and service offerings to increase skt
share both within and outside the current Britisiiughbia and Alberta Platforms. The Fund is actively
pursuing organic growth by hiring additional sapesople to increase sales of its equipment, parts an
service offerings, and evaluating the opening @ beanches or developing sub-dealer relationshipa a
means of expanding into further markets it doescoatently service.

The Fund continues to seek to acquire additionsinesses in the equipment and infrastructure settat
will supplement existing or anticipated operatiarswhich have complementary product and service
offerings as part of a disciplined accretive adtjors program.
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ADDITIONAL INFORMATION

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

For more information, please contact:

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

Phone: (604) 678-4042

E-mail: cyam@weq.ca

INVESTOR RELATIONS
For investor relations information, please contact:

Andrew Greig, Manager of Investor Relations
WesternOne Equity Income Fund

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

Phone: (604) 678-4042

E-mail: agreig@weqg.ca

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