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WESTERNONE EQUITY

MANAGEMENT'S DISCUSSION AND ANALYSIS
November 12, 2009

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) lfierthree and nine months ended September 30, 2009.
Results have been prepared in accordance with Ganadenerally accepted accounting principles
(“GAAP") and reported in Canadian dollars unlesshetwise indicated.

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

FORWARD-LOOKING INFORMATION

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

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

Forward-looking information reflects current exdimins of management regarding future events and
operating performance as of the date of this MD&M\ch information involves significant risks and
uncertainties, should not be read as guaranteesuse performance or results, and will not necelysbe
accurate indications of whether or not such result$e achieved. A number of factors could caastual
results to differ materially from the results dissed in the forward-looking information, includirmyt not
limited to, the following factors: reliance on kpgrsonnel, financial health of the Fund’s subsiegaand
their related cash flows, failure to realize apited benefits of acquisitions, regulation, genecahomic
conditions and levels of economic activity, curréinfincial conditions, growth initiatives, comptt,
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interest rates, labour shortages, employee refgtispasonality, weather, resale of rental equipment
equipment availability, supply disruptions, envimental regulation and health and safety mattengoiitn
product restrictions and foreign trade risks, fiag constraints, insurance coverage, dependence on
information systems and technology, dependence MpesternOne Equity LP to fund cash distributions,
cash distributions are not guaranteed and willtdlate with the performance of subsidiaries, distidns

are discretionary, nature of the Units, limitedbiidy, unpredictability and volatility of Unit pces,
attributes of securities distributed on redempwbrunits and termination of the Fund, dilution, deage
and restrictive covenants, investment eligibilitypact of changes to tax treatment of income trosts
dividend tax credits, tax incentives offered by gownent for film and production services, taxatbihe
Fund and WesternOne Equity LP, nature of distrdng]j limitations on future growth and cash flow,
restrictions on the ownership of units by non-resid of Canada, indemnities under acquisition ageats
and unitholders are not afforded certain statutmiyts. A description of these factors can be founder
“Risks and Uncertainties” below.

Although the forward-looking information containéd this MD&A is based upon what the Fund's
management believes to be reasonable assumpti@n&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 operatnipnmance including, without limitation, stability

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

OVERVIEW OF THE FUND

The Fund is based in Vancouver, British Columbiagd &as been established to seek opportunities to
acquire predominantly equipment and infrastructelated 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 (“Units”) and special voting unit8ach 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 (“PE”) and such other investments as tistdes of the Fund (the “Trustees”) may determine.

The Fund holds a 100% indirect interest in WEQ Betidn Equipment LP (“PER”), a limited
partnership established under the laws of Manitwbadune 15, 2006. The Fund commenced operations on
August 15, 2006, when PER acquired the assetshenousiness of PE (the “Closing”). PER specializes
in renting, selling and servicing quality high reaand material handling equipment and providing
logistical support to its customers, located pritpan the lower mainland of British Columbia.

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

The Fund holds a controlling indirect interest irEQY Deerfoot Rentals LP (“Deerfoot”), a limited
partnership established under the laws of Manitmbaanuary 25, 2008. The Fund’s operations within
Deerfoot commenced on February 15, 2008, when Baedcquired the assets and the business of
Deerfoot Equipment Rental Inc. (“Deerfoot Inc.”)e@foot operates under the franchise of Volvo Rents
worldwide system of franchised construction equipintental business, and is a major provider ofent
heaters, generators, and compact construction requipto homebuilders and commercial builders in
Calgary and Lethbridge, Alberta.

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

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

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

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

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

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

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

SUMMARY FINANCIAL REVIEW

The Fund reported positive growth in sales, grasditpand EBITDA (for definition see “Non-GAAP
Measures” below) for the nine months ended Septe®®e2009 compared to the same period last year.
The year to date growth was achieved despite a-oxgaryear decline in the third quarter operating
results, caused by weak demand for the Fund’s eggripand services in the construction sector uthder
prevailing general economic conditions. Meanwhid@struction heat and propane distribution activity
remained low in summer before entering its seasamap-up in fall and winter.
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Summary Financial Overiew

Three months ended

Nine months ended

(unaudited September & September &
($000's, except unit amounts) 2009 2008 2007 2009 2008 07 20
Revenue $ 7,741 $ 8,813% 6,650 $ 31,326% 24,132% 16,444
Cost of sales (2,247) (2,537) (1,832) (10,246) (6,990) (5,278)
Gross profit 5,494 6,276 4,818 21,080 17,142 11,166
Gross margin 71.0% 71.2% 72.4% 67.3% 71.0% 67.9%
Operating expenséjg (3,910) (3,418) (2,029) (11,900) (9,600) (5,424)
EBITDA @ 1,584 2,858 2,789 9,180 7,542 5,742
Interest expens@ (632) (518) (294) (1,933) (1,359) (935)
Amortization, accretion and othéfs (2,725)  (1,498) (851) (8,233)  (3,695)  (2,219)
Income before future income taxes (1,773) 842 1,644 (986) 2,488 2,588
Future income tax (expense)/recoveries 124 (219) - 1,145 (470) -
Net income/(loss) $ (1,649)$ 623 $ 1,644 $ 159 $ 2,018% 2,588
Adjustments:
Depreciation of property and equipmésl)]t 867 - - 2,709 - -
Loss on derivatives 32 160 - 39 160 -
Future income tax expense/(recoveries) (124) 219 - (1,145) 470 -
Adjusted net income/(lossf* © $  (874)$  1002$ 1,644 $ 1,762% 2,648% 2,588
Basic and Diluted weighted avg income/(loss) peit Un $ 0.12) $ 0.05 $ 0.14 $ 0.01 $ 0.17 $ 0.30
Diluted weighted avg income/(loss) per Unit (0.12) 0.05 0.14 0.01 0.17 0.29
Basic weighted avg income/(loss) per Unit - adjdste (0.06) 0.08 0.14 0.13 0.22 0.30
Diluted weighted avg income/(loss) per Unit - atids (0.06) 0.08 0.14 0.13 0.22 0.29
Total assets $ 80,028% 66914% 51,307 $ 80,028% 66,914% 51,307
Maintenance capital expenditlﬁ’é 119 190 12 360 265 73
Distributable cash generatt $ 883 $ 2,126% 2328 $ 7,010$ 50979% 4,856
Distributable cash per UrifY 0.0634 0.1784 0.2115 0.5075 0.5039 0.5551
Distributions declared 2,092 1,790 1,762 6,234 5,342 3,735
Distributions declared per Unit 0.1500 0.1500 0.1500 0.4500 0.4500 0.4166
Payout percentage 236.9% 84.2% 75.7% 88.9% 89.3% 76.9%

Notes:

(1) Excludes items relating to interest, amortizat@egretion, loss on financial derivatives relatingchanges in the fair market value of the fixed
interest rate swap, foreign exchange gains/loasesimpairment of assets (if any).
(2) See definition of EBITDA, Adjusted net income/([pdBistributable cash and Maintenance capital ediperes under “Non-GAAP Measures”.

(3) Net of interest income.

(4) Includes amortization, accretion, loss on finandeidivatives relating to the changes in the fairkaavalue of the fixed interest rate swap, and

foreign exchange gains/losses.

(5) Effective January 1, 2009, the Fund prospectivRBnged its estimates of the useful life of itsabfieet. If depreciation for the three and nine
months ended September 30, 2009 were calculatesistantly with the same periods in 2007 and 2008guthe previous estimate of 10-year
straight-line depreciation less estimated salvadeey depreciation for the three and nine montide@september 30, 2009 would have been

decreased by $0.87 million and $2.71 million retipely.

(6) Net income/(loss) adjusted for impairment of as&étmy), depreciation of property and equipmesihg estimates consistent with prior years,
loss on financial derivatives relating to the chemip the fair market value of the fixed interegerswap, and future income taxes.

(7) Calculated based on basic weighted average nurhbiits.

More detailed discussions of the financial residtshe three and nine months ended September(8®, 2
are provided under “Operating Results” below.

The Fund's revenue decreased by 12.2%, or $1.0iomfibr the three months ended September 30, 2009
and increased by 29.8% or $7.19 million for theenimonths ended September 30, 2009. The year-over-
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year decline in the Fund’s revenue in the thirdrigravas due to reduced demand for equipment sental
sales and related services primarily in the cownstm sector under the prevailing economic conadgio
The decline was partially offset by incrementaleraye from H&P’s fuel-related sales and servicesndur
the quarter, which generated $1.65 million. Thedsyear-to-date revenue was higher than the same
period last year due to the additional revenue fid&P’s construction heat and fuel distribution
operation, which generated $11.86 million for tireermonths ended September 30, 2009.

Gross profit decreased by 12.5%, or $0.78 millionthe three months ended September 30, 2009 and
increased by 23.0% or $3.94 million for the ninenths ended September 30, 2009. H&P’s contribution
totaled $0.95 million and $7.16 million for the ¢kr and nine months ended September 30, 2009
respectively.

Gross margin declined from 71.2% to 71.0% for time¢ months ended September 30, 2009 and from
71.0% to 67.3% for the nine months ended SepteBMe2009. The lower margin is attributable to renta
rate competition in the equipment rental sector.

EBITDA (for definition see “Non-GAAP Measures” befpdecreased by 44.6%, or $1.28 million for the
three months ended September 30, 2009 and incrégsed.7% or $1.64 million for the nine months
ended September 30, 2009. Decline in EBITDA dueht slowdown in the construction sector was
partially offset by additional earnings from H&Phieh generated $0.19 million and $4.91 million floe
three and nine months ended September 30, 2008ctesty.

Interest expense was $0.63 million or 8.2% of toéskenue for the three months ended September 30,
2009 and $1.93 million or 6.2% of total revenue tfoe nine months ended September 30, 2009. This is
compared to $0.52 million (5.9% of total revenuedl 1.36 million (5.6% of total revenue) for therea
periods a year ago. The increase was due to theding of a larger fleet, as well as the acquisitaan
drawn for acquiring the businesses of Davis SueaRiOctober, 2008.

Amortization and accretion expenses were $2.7liomibr 35.0% of total revenue for the three months
ended September 30, 2009 and $8.22 million or 26dt%otal revenue for the nine months ended
September 30, 2009. This is compared to $1.24omi{lL4.1% of total revenue) and $3.44 million (24.3
of total revenue) for the same periods a year @pe.increase was due to higher capital and inténgib
assets as a result of internal fleet growth andnkss acquisitions. The increase was also dueeto th
change in management’s estimate of the rentaldiseful life on January 1, 2009, based on manag&snen
review of the Fund'’s fleet mix subsequent to theifmess acquisitions completed in 2008.

Net loss was $1.65 million or $0.12 per Unit foe tthree months ended September 30, 2009 and net
income was $0.16 million or $0.01 per Unit for thme months ended September 30, 2009. Net
income/(loss) included gains/losses on financiaiveéves from changes in the fair market valudhef
fixed interest rate swap and future income taxdterAexcluding the impact from financial derivasye
future income taxes, and adjustments resulting flleenchange in management’s estimate of the rental
fleet useful life on January 1, 2009 as discussdtie preceding paragraph, the Fund’s adjustetbs®t

(for definition see “Non-GAAP Measures” below) w&8.87 million or $0.06 per Unit for the three
months ended September 30, 2009 and adjustedcosténof $1.76 million or $0.13 per Unit for theain
months ended September 30, 2009.
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FUTURE INCOME TAXES

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

Prior to June 22, 2007, the Fund estimated theduficome tax on certain temporary differences betw
amounts recorded on its balance sheet for bookangurposes at nil tax rate. Under the newly exhct
legislation, the tax rate on the post-2010 revep#these temporary differences is estimated t@t8%
for 2011 and 25.0% thereafter. Temporary differsresersing prior to December 31, 2010 will stVley
rise to nil future income taxes. Based on its asaptl liabilities as at September 30, 2009, thel hars
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 a
cumulative future tax asset and a correspondingcash recovery to net income of $3.20 million & th
end of the fiscal year 2008. This future incomettaatment is based on the assumption that the Wwilind
be a taxable entity in 2011. Adjustments to thisifer income tax asset are required based on changes
the differences between the tax basis and finastakement basis of the Fund’'s assets and liailiti
Accordingly, the Fund recorded an adjustment regmtgsy a non-cash, future income tax recovery of
$0.12 million and $1.15 million for the three arnidenmonths ended September 30, 2009 respectively.

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

OPERATING RESULTS
Basis of discussion and analysis

The Fund's operating results reflect the Fund'srajpens for the three and nine months ended Segiemb
30, 2009. For the same periods in 2008 the Fund&nbss comprised three and nine full months of
operation at PER, OCR and C&N, and 92 and 228 dagperation at Deerfoot (acquired on February
15, 2008) respectively. In 2009, the Fund's operatifor the three and nine months ended Septeniber 3
2009 comprised three and nine full months of opaenait PER, OCR, C&N, Deerfoot and H&P.

For the purposes of discussing operating resultshef Fund for the three and nine months ended
September 30, 2009 under this section, only Busih®s that have operated for the full three and nin

months ended September 30, 2008 and 2009 are éocfod discussion. This includes PER, OCR, and
C&N, and excludes Deerfoot (acquired on February2088) and H&P (acquired on October 1, 2008).
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Revenue

The following table summarizes the revenues forthinee and nine months ended September 30, 2008 and
20009.

Summary of Revenues ($000' Increase/(Decrease)  Increase/(Decrease)
(unaudited) Three months ended Nine months ended  Three months ended Nine months ended
September 30 September 30 September 30 September 30
2009 2008 2009 2008 $ % $ %
Equipment Rentals $ 3,345% 4,876 $ 9,840 $ 12,472 % (1,531) 314% $  (2,632) -21.1%
Equipment Sales 621 1,474 2,793 4,145 (853) -57.9% (1,352) -32.6%
Parts, Fuel, Service and Others 891 1,057 2,609 3,045 (166) -15.7% (436) -14.3%
Total Revenues $ 4,857 $ 7,407 $ 15,242 $ 19,662 $ (2,550) -34.4% $ (4,420) -22.5%

Revenue from equipment rentals of $3.35 million foe three months ended September 30, 2009
decreased by 31.4%, or $1.53 million, compared4t8& million a year ago. For the nine months ended
September 30, 2009, revenue from equipment redesiseased by 21.1%, to $9.84 million from $12.47
million a year ago. Impact from the prevailing emaic conditions continued from the first half ofGZ0
which gave rise to weakness in the constructiomosed@ his resulted in lower project starts in Bifiti
Columbia and Alberta and in turn decreased demanddntal equipment. Excess supply of rental
equipment in the market continued to intensify @rammpetition amongst rental companies. Falling
commodity prices due to reduced demand, partigulerlthe forestry sector, led to several mill and
logging closures on the Vancouver Island whichumtimpacted the Fund’'s general rental operation in
that region. The decline was partially compenséted sustained level of equipment rental actiityhe
infrastructure and filming sectors, which remaingdust in the current economic environment.

Revenue from equipment sales of $0.62 million Far three months ended September 30, 2009 decreased
by 57.9%, or $0.85 million, compared to $1.47 aryago. For the nine months ended September 30,
2009, revenue from equipment sales decreased B%6320 $2.79 million from $4.15 million a year ago.
The economic recession has posed challenges irfFuhd’'s aerial equipment sales as well as retail
equipment and merchandise sales due to weak demand.

Revenue from parts, fuel, service and others d%anillion for the three months ended September 30,
2009 decreased by 15.7%, or $0.17 million, comp#&wedll.06 million a year ago. For the nine months
ended September 30, 2009, revenue decreased 5,1 $2.61 million from $3.05 million a year ago.
Reduced fleet utilization due to the slow down angtruction activity resulted in lower revenue from
related services.

Gross margin and gross profit

Gross margin was 76.5% and 70.6% for the threenamel months ended September 30, 2009. This is
compared to 71.1% and 71.0% for the same perigisyar. Gross profit decreased by 29.5%, from

$5.27 million to $3.72 million for the three montbeaded September 30, 2009, and reduced by 22.9%
from $13.96 million to $10.76 million for the nimeonths ended September 30, 2009.
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Cost of sales

Cost of sales as a percentage of total revenue@:&86 and 29.4% for the three and nine months ended
September 30, 2009, compared to 28.9% and 29.0%d®ame periods last year.

Costs associated with equipment sales were 98.200311% of equipment sales revenue for the three
and nine months ended September 30, 2009, whickased from 83.2% and 83.8% for the same periods
last year. While margins of retail equipment andramendise sales remained relatively consistent
compared to last year, higher cost percentages seerein sales of used aerial fleet equipment ctias

and could result in fluctuating margins from tirogtitne.

Costs associated with parts, fuel, service andstivas 10.9% and 12.3% of total revenue for theethr
and nine months ended September 30, 2009, comfmfieti3% and 11.3% in the same periods last year.
Costs under this category relate mostly to purchaséuel for the rental fleet, expenditures oftpdor

the repair and maintenance of the rental equiparemiservicing of customers’ equipment, and costg-of
renting equipment from other rental companies. glieenges in the percentage were primarily due to re-
rentals of equipment from other rental companiddl tone-off demand from customers.

Operating expenses

Operating expenses, before interest, amortizasiooretion and gain/loss on financial derivativdatireg

to changes in the fair market value of the fixdenest rate swap was 49.2% and 47.8% of total teven
for the three and nine months ended September@®. Zhis is compared to 36.0% and 39.2% of total
revenue for the same periods a year ago. Aside fhentdecline in revenues, the higher percentages ar
attributable to increases in general and adminigé;afreight, sales and service expenses duectoria
such as the growth in fleet size which resultethigher service and freight costs, and higher caigor
overhead in relation to incremental regulatory ciiemge and IT-related integration costs.

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

EBITDA as a percentage of total revenue was 26.8% 22.6% for the three and nine months ended
September 30, 2009, compared to 35.4% and 31.5%héosame periods a year ago. The decline is
largely attributable to lower margins from rentatsl sales due to price competition and higher ¢ipgra
costs due to a larger fleet.
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SELECTED QUARTERLY FINANCIAL INFORMATION

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

in $000's except per Unit amounts Q3 '09 Q2'09 Q1'09 Q4'08 Q3'08 Q2'08 Q1'08 Q4'07
(unaudited)

Revenue $ 7,741 $ 9485 $ 14,100 $ 13448 $ 8813 $ 7,952 $ 7,367 $ 6,089
Cost of sales (2,247) (2,991) (5,008) (4,532) (2,537)  (2,258) (2,195)  (1,387)
Gross profit 5,494 6,494 9,092 8,916 6,276 5,694 5,172 4,702
Gross margin 71.0% 68.5% 64.5% 66.3% 71.2% 71.6% 70.2% %7.2
Operating expenses (3,910) (3,910) (4,080) (4,862) (3,418) (3,359) (2,823) (2,336)
EBITDA @ $ 1584 $ 2584 $ 5012 $ 4,054 $ 2,858 $ 2335 $ 2349 $ 2,366
Net Income/(Loss) $  (1,649)% (372) $ 2,180 $ (538) $ 623 $ 655 $ 740 $ 2,734

Distributable cash generatét $ 883 $ 1,826 $ 4,300 $ 2799 $ 2126 $ 1873 $ 1980 $ 2,084

Distributable cash per Unft 0.0634 0.1314 0.3163 0.2314  0.1784  0.1589  0.1677  0.1774
Distribution declared $ 2092% 208 $ 2057 $ 187 $ 1,790 $ 1,781 $ 1,771 $ 1,762
Distribution per Unit 0.1500 0.1500 0.1500 0.1500  0.1500  0.1500  0.1500  0.1500
Coverage rati&” 0.42 0.88 2.09 1.50 1.19 1.05 112 1.18
Payout percentad@ 236.9% 114.2% 47.8% 66.7% 84.2% 95.1% 89.5% 84.5%
TTM payout percentagd® 82.6% 70.6% 67.5% 82.1% 88.1% 85.6% 80.5% 79.2%
Notes:

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

(2) Calculated based on basic weighted average nurhbiits.

(3) Amounts calculated using distributable cash angiilbigions declared for the related period, nopenUnit amounts.
(4) Calculated based on distributable cash generatediatmibutions declared in the past twelve months.

Seasonality

The seasonality of the Fund’'s business impactoperating results as follows: the Fund's business
activity levels in the BC Platform are generallywés from January through March as the winter weathe
hampers construction activity. Construction heegatals and related fuel supply and wholesale dutia
winter months in the Alberta Platform compensatetlie slow winter business cycle in British Coluenbi
From April through July, the rental demand for d¢omstion and general rental equipment grows graylual
as rental activities accelerate into the summertinsorExpenditures on inventory for sale and reiteat

are mostly incurred during these months in anttaypaof equipment rental and sales in summer altd fa
From August through November the demand for restgipment continues as construction companies
strive to meet construction targets prior the stdrthe holiday season in December. The constnuctio
heater rentals and fuel wholesale business in fbstarts in November and continues through to the
spring of the following year.

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

The following table provides an overview of the Bisncash flows from operating, investing and finagc
activities for the three and nine months endedepeipér 30, 2009.

Summary of cash flows ($000's) Three months ended Nine months ended
(unaudited) September 30 September 30
2009 2008 2009 2008
Net change of cash related to:
Operations
Cash generated from operating earnings $ 1,064 $ 2,238 % 7,451 % 6,039
Changes from non-cash working capital (38) (113) 2,983 3,279
Investing 42 (2,518) (14) (20,728)
Financing (2,048) 1,611 (7,085) 9,668
Net change in cash during the period $ (980) $ 1,218 $ 3,335% (1,742)

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

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

A single Canadian chartered bank (“the Bank”) hawigded a $5.75 million operating loan on an insére
only basis, that is payable upon demand, on wtiehoperating entities of the Fund had drawn $1.37
million as at September 30, 2009.

Working capital management continues to be an itaporelement of cash generation for the Fund. As at
September 30, 2009, management expects that neiakles are collectible and that payments to
suppliers will also continue under current terms.

During the three months ended September 30, 20@9Ftind’s operating activities generated cash of
$1.02 million, with $1.06 million of cash generatBdm operating earnings, offset by $0.04 million
relating to changes from non-cash working capitaictvrepresented a normal course of fluctuatictinén
Fund's businesses.

During the three months ended September 30, 2009%timd purchased rental equipment and other
operating assets of $0.33 million and received ggds of $0.37 million from sales of fleet equipment

During the three months ended September 30, 20@9-und repaid $0.18 million of net bank debt and
distributed $2.09 million to the unitholders. Thené also issued 63,110 Units for $0.22 million jouarst

to exercises of 63,110 Agents Options at $3.50 o

Liquidity Risks

Liquidity risk is the risk that the Fund will noelable to meet its obligations as they fall due.
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The Fund manages its liquidity risk through cast debt management. As at September 30, 2009, the
Fund had available unused approved credit fasiliigerating, capital and acquisition loans contjioé
$5.49 million. The Fund also had accounts recee/aihl$4.08 million and cash and cash equivalents
totaling $5.35 million. Management expects to disge the Fund's liabilities by means of cash flow
generated from operations and existing cash reserve

As at September 30, 2009, the timing of cash ou#floelating to financial liabilities and capitabke
obligations are outlined in the table below, foogl items that have changed significantly fromnibies
to the consolidated financial statements as atieee31, 2008:

in $000's 1 year 2-3years 4-5years beyond 5 years Total Carlyaige
Accounts payable and accrued liabilities ~ $ 3,147 $ 3,147 $ 3,147
Equipment financing payable 80 42 122 122
Capital leases 173 108 117 398 398
Interest rate swap 219 127 346 357

$ 3,619 $ 277 $ 117 $ - % 4,013 % 4,024

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 andugition loans available to the Fund to finance its
capital expenditures and future acquisitions. ASeptember 30, 2009, $34.54 million of capital and
acquisition loans were approved by the Bank and4i3@illion were outstanding.

The Fund’s credit facilities have covenants spewjfya minimum current ratio of 1.25 to 1.0, a maxim
funded debt to earnings (as defined in the cregliéement) ratio of 3.0 to 1.0, a minimum debt servi
coverage ratio of 1.25 to 1.0, and a restrictionimameases in distributions to Unitholders and ffetu
acquisitions without the prior written consent loé Bank. For purposes of calculating the currahoy
25% of the capital and acquisition loans that arewithin one year are included in current liaieidit As
at September 30, 2009 the Fund was in complianteaNibank covenants.

Under the current terms the capital and acquisikb@ms charge interest, at the Fund’s option, at th
Bank’s prime rate plus a range of 1.2% to 1.7%a stamping fee with a range of 2.7% to 3.5% above
the Bank’s banker’s acceptance rate.

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

The Fund reviews its historic and expected resuits regular basis. This review includes consid@rat
of economic conditions, including seasonality, ¢benpetitive environment, and future cash requirésen
In order to ensure the Fund's continued financtaérgth, and providing a reasonable return to its
unitholders, the Fund has considered it financiatlydent not to distribute 100% of DistributablesG@n

an annual basis in order to address the seasonalitye of the business and unforeseen eventsldshou
they occur. The Fund’s policy is to make stable thigrdistributions to unitholders.
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The following shows the Fund'’s distribution histaigice the Offering on August 15, 2006:

Distribution history (per Unit) 2006 2007 2008 2009
January $ 0.0408 $ 0.0500 $ 0.0500
February 0.0408 0.0500 0.0500
March 0.0450 0.0500 0.0500
April 0.0450 0.0500 0.0500
May 0.0450 0.0500 0.0500
June 0.0500 0.0500 0.0500
July 0.0500 0.0500 0.0500
August $ 00224 ®  0.0500 0.0500 0.0500
September 0.0408 0.0500 0.0500 0.0500
October 0.0408 0.0500 0.0500 0.0500@
November 0.0408 0.0500 0.0500

December 0.0608 0.0500 0.0500

Total $ 02056 $ 0.5666 $ 0.6000 $ 0.5000
Notes:

(1) 17-day period from August 15-31, 2006.
(2) Declared on October 21, 2009.

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

Distributable cash and distributions - Reconciliat of cash provided by operating activities to
distributable cash

The following table reconciles cash flow from ogerg activities to distributable cash for the thessd
nine months ended September 30, 2009.

Reconciliation of cash flow from operating actig&ito distributable ca Three months end Nine months ende
(unaudited) ($000's, except for Unit amounts) September 30 September 30
Cash flow from operating activities $ 1,026 $ 10,435

Changes in non-cash working capital balances 38 (2,983)

1,064 7,452

Loss on sale of assets (62) (81)

Maintenance capital expenditdte (119) (360)
Distributable cash generat'” $ 883 $ 7,011
Distributions declared $ 2,092 $ 6,234
Distributable cash generated per Unit $ 0.0634 $ 0.5075
Distributions declared per Unit 0.1500 0.4500
Payout ratid® 0.42x 1.12x
Payout percenta/'”’ 236.9% 88.9%
Net income $ (1,649)$ 159
Surplus/(Deficit) of net income over/(below) dibitions declared $ (3,741) % (6,075)
Notes:

(1) See definition of “Maintenance capital expenditligg®d “Distributable cash” under “Non-GAAP Measutes
(2) Amounts calculated using distributable cash angiilbigions declared for the related period, nopenUnit amounts.
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NON-GAAP MEASURES

References in this MD&A to “EBITDA” are to earnindsefore interest, income taxes, depreciation,
amortization, accretion, gain/loss on financiaiasives relating to changes in the fair marketieadf the
fixed interest rate swap, foreign exchange gaissés, and write-down of fleet assets, intangibéetas
and goodwill (if any). EBITDA is a measure usedrbgny investors to compare issuers on the basis of
ability to generate cash flow from operations. EBA'is not an earnings measure recognized by GAAP,
does not have standardized meanings prescribedd®P@nd is therefore unlikely to be comparable to
similar measures presented by other issuers. Tal'$sumanagement believes that EBITDA is an
important supplemental measure in evaluating thedBuperformance and in determining whether to
invest in Units.

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 ack 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 metricseared 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
that, in addition to net income, Distributable Casha useful supplemental measure that may assist
investors in assessing the return on their invastmeUnits. See “Distributable Cash and Distribos -
Reconciliation of Cash Provided by Operating Atieg to Distributable Cash”.

“Adjusted net income/(loss)” is not a recognizecamee under GAAP. Adjusted net income/(loss) is net
income/(loss) adjusted for charges relating to tasspairment (if any), depreciation of property and
equipment for the three and nine months ended @bpte30, 2009 using estimates consistent with prior
years, gain/loss on financial derivatives relatiogchanges in the fair market value of the fixenest
swap, future income taxes, and non-recurring exggemddjusted net income/(loss) is used to comgare t
Fund's current and prior years’ profitability ortaensistent basis.

“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.
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CONTRACTUAL OBLIGATIONS

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

Loans payable ($000's) 2009 2010 2011 2012 2013 2014
Loans Payable $ 1,308 $ 8,901 $ 6,906 $ 4,604 $ 11,440 $ 440

The Fund has the following rental, equipment fimagc capital lease and operating lease
commitments:

Contractual obligations ($000's) 2009 2010 2011 2012 2013 20;sztte?nd
Rental commitments $ 338 $ 1,351 $ 1323 $ 1,142 % 924 % 3,724
Equipment financing commitments 20 70 30 2 - -
Term Mortgage 4 17 18 310 - -
Capital leases 60 154 68 68 79 29
Operating leases 160 556 361 216 76 26
$ 582 $ 2,148 $ 1,800 $ 1,738 % 1,079 $ 3,779

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 results in the Fundeexling its cash available for distribution targets
Pursuant to the LTIP, the Fund will set aside d pbfunds based upon the amount, if any, by witieh
cash available for distribution per Unit (as meaduon a fully diluted basis) exceeds certain ddfine
threshold amounts. A third-party trustee will puasé Units in the market with this pool of funds anidi
hold the Units until such time as ownership vesteach participant. LTIP participants will be datitto
receive distributions on all Units held for thegcaunt prior to the applicable vesting date. Urea$inits
held by the third-party trustee for an LTIP papamt will be forfeited if the participant resigns ie
terminated for cause prior to the applicable vegstlate, and those Units will be sold and the prdgee
returned to the Fund.

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

The Compensation Committee from time to time mapsidthe threshold. In fiscal 2009, the LTIP
provided for awards that may be earned based oamioeint by which cash available for distribution pe
Unit (as measured on a fully diluted basis), exseedase distribution threshold of $0.65 per Uait p

annum (the “threshold”). The percentage amounhat excess which forms the LTIP incentive pool is
determined as follows:
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Percentage by which cash available for distribugienUnit Maximum proportion of excess cash available fetritiution for

exceeds base distribution threshold LTIP Payments
over 5% to 10% 15% of any excess over 5% to 10%
greater than 10% 20% of any excess over 10%

As at September 30, 2009, the compensation conenaftéhe Fund did not approve any payments under
the LTIP for the 2009 fiscal year to date for semm@nagement of the Fund.

WESTERNONE EQUITY 2006 INCENTIVE UNIT OPTION PLAN

At Closing, the Fund reserved an aggregate of £88lMnits for issuance under the WesternOne Equity
2006 Incentive Unit Option Plan (the “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 providerstiie WesternOne Equity LP or its affiliates. The
purpose of the WesternOne Equity Option Plan israwide such eligible participants with compengatio
opportunities that will encourage ownership of Bnénhance the Fund's ability to attract, retaid an
motivate key personnel, and reward directors, @ffic employees and service providers for significan
performance and growth in the Fund’s cash flow.

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

On March 17, 2009, the Trustees of the Fund apprdwe amendment to the WesternOne Equity Option
Plan by changing the maximum number of Units ofRbed reserved for issuance under the WesternOne
Equity Option Plan from 463,000 Units to 10% of thestanding Unit capital of the Fund on a rolling
basis. The amendment was subsequently approvdtelynitholders at the Fund’'s annual general meeting
on April 17, 2009.

As at September 30, 2009, the Fund did not issyelmits relating to the WesternOne Equity Option
Plan as none of the options have been vested.

TRANSACTIONS WITH RELATED PARTIES

The Fund purchased equipment from a company inhadiboard member of the Fund has a controlling
interest, for $108,220 (2008 - $24,771) and $282(PB08 - $288,300) during the three and nine nonth
ended September 30, 2009 respectively. These t@msaarose during the normal course of busineds a

have been recorded at fair market value.

The Fund currently rents premises in various locatifrom companies in which employees of the Fund
hold certain interests. The Fund paid $200,000 §20$31,523) and $601,541 (2008 - $57,733) in such
rent during the three and nine months ended Septe®, 2009 respectively. The rent between the
parties is at fair market value.
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FUND UNITS AND PRINCIPAL UNITHOLDERS

As at the date of this MD&A, 13,838,634 Units wessued and outstanding, each of which entitles the
holder to one vote at Unitholder meetings. Furtleeen97,019 Series A Debenture unit were issued and
outstanding. In addition, 125,000 exchangeablesu(fiExchangeable LP Units”) were issued by a
subsidiary indirectly controlled by the Fund on feby 15, 2008. The Exchangeable LP Units have no
voting rights but have economic rights equivalentite Fund's Units, and are exchangeable to thesUni
on a one-for-one basis. To the knowledge of thedFuoa person beneficially owns, directly or indthgc

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

CRITICAL ACCOUNTING ESTIMATES

The Fund's accounting policies are described ine ndtof the Interim Financial Statements. The
preparation of the Interim Financial Statementsconformity with generally accepted accounting
principles requires management to make estimatésaasumptions that affect the reported amounts of
assets and liabilities and disclosures of contingseets and liabilities at the date of the Intdfimancial
Statements and the reported amounts of revenuexqahses during the reporting period. Actual result
could differ from those estimates. The Fund comsidée following policies to be most critical in
understanding the judgments that are involved ep@ring the Interim Financial Statements and the
uncertainties that could affect the Fund’s resofitgperations, financial condition and cash flows.

Financial instruments

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

The following is a summary of each significant gaty of financial instruments outstanding as of
September 30, 2009:

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

Short term investments ...........cccccevvvimmmccceennnnnn. Held-for-trading
Financial derivative§ ..............c..ccocoovieviceieien. Helol-ftrading
Accounts receivable .............ccoooiiiiiiiie Loans and receivables
Operating 10ans .........ccooviieiiiiiiiiiieee e Other liabilities
Accounts payable and accrued liabilities ...........  Other liabilities
Distributions payable ...........cc.ooooiiiieccce Other liabilities
Capital and acquisition loans ............ccccceeeeeeees Other liabilities
Equipment financing payable.................ccccc.... Other liabilities
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Mortgage payable ...........coiiiiiiiiiii Other liabilities

Series A debentures ... Other liabilities

Note:

(1) These derivative instruments have not besigdated as hedges for accounting purposes arfdiav@lued on a quarterly
basis.

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

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

Revenue recognition

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

Revenue from sales of parts and equipment servisingcognized when the parts are delivered, tlagece
services have been rendered, and collectabilityasonably assured.

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

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

Inventory valuation

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

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

Property and equipment

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

Rental fleef?) ..o 3 -7 years
Tractors and trailers...........oooveeiii i ccecee e 7 years
Furniture, fixtures and equipment............ccccceiveiiiiiineeeennnnnnn. 5 years
Computer equipment and software............ccoveeeeeiiiereiinieenees 5 years
Leasehold improvements .......... lesser of $syaad the initial term of the lease
Note:

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

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

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

Intangible assets
Identifiable intangible assets are recorded at, dess any provision for permanent impairment. Fbad

does not amortize its intangible assets with indateble lives. The Fund amortizes its intangildsets
with determinable lives over their estimated uskies on a straight-line basis:

Customer relationships ..........cooviiiiiicee e 10 years
NON-COMPELItioN agreemMENtS .............u.. s eeeeeeeeeennnannns 3 years
Franchise Agreements .........ccuuuiieeieisccccceeae e e 12 years
Brand Name ..........cooooiiiiiiii e nil
Supplier agreemeNntS .........coovvvviiiiiis e nil

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

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

Goodwill

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

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

Provision for doubtful accounts

The Fund is exposed to credit risk with respeadts@ccounts receivable, particularly from custasmer
the construction industry in British Columbia antbéta due to its concentration of business in that
sector. The Fund mitigates the risk by means oivargke customer base in the construction, industria
commercial, infrastructure, and residential as wasllother sectors, in which there was no singletattc
receivable balance in excess of 1036 the Fund’s consolidated accounts receivable noalaas at
September 30, 2009. In general, the Fund mitightesisk by following a program of credit evaluasoof
customers and limits the amount of credit exterwdeeh deemed necessary. The Fund maintains pravision
for potential credit losses.

Unit based compensation

The Fund grants Unit options to directors, trusteed certain employees pursuant to a unit based
compensation plan described in note 14 of the imt&inancial Statements. Compensation expense is
recorded for Unit options issued to employees uiegair value method with a corresponding incedas
contributed surplus. Any consideration receivecerercise of options or the purchase of Units islitzd

to fund units under Unitholders’ Equity in the Fisndalance sheet.

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

Income taxes and future income taxes

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

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

Future income tax assets and liabilities are detedrbased on the temporary differences betweetathe
basis of the Fund's assets and liabilities andatheunts reported in the financial statements, eéceittent
that such temporary differences are expected tersevon or after January 1, 2011. Future tax assets
liabilities are calculated using the tax rates tlwe periods in which the differences are expectetiet
settled. Currently the enacted or substantivel\ctenhtax rate is 26.5% for 2011 and 25.0% theneafte
Future tax assets are recognized to the extenthéytare considered more likely than not to bézed
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ADOPTION OF NEW ACCOUNTING STANDARDS

Effective January 1, 2009, the Fund adopted thewviolg accounting standards:

CICA HB Section 3064 — Goodwill and Intangible Adse

Effective January 1, 2009, the Fund adopted themswendation of Canadian Institute of Chartered
Accountants (“CICA”) Handbook Section 3064, "Gooltiveind intangible assets," which replaced the
previous standards. This revised standard establigiuidance for the recognition, measurement and
disclosure of goodwill and intangible assets, idirlg internally generated intangible assets. Tdugpton

of this standard did not have any impact on theduconsolidated financial statements or notes.

CICA HB Section 1582 — Business Combinations

In January 2009, the CICA issued Section 1582, ri&gsi Combinations, replacing Section 1581, Business
Combinations. This section establishes the stasdémdthe accounting of business combinations, and
states that all assets and liabilities of an aeguibusiness will be recorded at fair value at tgusition
date. The standard also states that acquisitiatecel costs will be expensed as incurred and that
restructuring charges will be expensed in the derifter the acquisition date. This new section el
applicable to financial statements relating todisgears beginning on or after January 1, 2011ligear
adoption is permitted. The Fund is currently asegsthe future impact of this new standard on its
financial statements.

CICA HB Section 1601 — Consolidated Financial Statents

In January 2009, the CICA issued Section 1601, @olaged Financial Statements, which replaces the
existing standards. This section establishes #edatrds for preparing consolidated financial statém
and is effective for fiscal years beginning on fiemJanuary 1, 2011. Earlier adoption is permitfEde
Fund is currently assessing the future impactisfriaw standard on its financial statements.

International Financial Reporting Standards

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

In addition to the risks and uncertainties disaosethe Fund’s Annual Information Form dated Magdh
2009, the Fund believes that the following itengresent significant areas for consideration.

General economic conditions

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

Current financial conditions

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

Financial health of Business LPs and cash flows

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

and therefore distributions to Unitholders.

Dependence upon WesternOne Equity LP to fund cagdtributions

The Fund is an unincorporated, open-ended trust whh ultimately be entirely dependent on the
operations and assets of WesternOne Equity LP. @ethbutions to unitholders will ultimately be
dependent on, among other things, the ability ofsMf@One Equity LP to make cash available for
distributions. The Fund'’s ability to make cash ritigttions or other payments or advances will bgesiib
to applicable laws and regulations and contraatestrictions contained in the instruments goverming
indebtedness of WesternOne Equity LP, includinfri@se covenants in the credit facility agreement
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Cash distributions are not guaranteed and will fluate with business performance

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

Distributions are discretionary

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

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

Nature of the Units

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

in the Fund. The price per Unit is a function ofieipated distributable income, interest rates atiebr
factors.

Unpredictability and volatility of Unit prices

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

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

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

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

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

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

Growth initiatives

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

Competition

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

Financing constraints

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

Supply disruptions

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

Seasonality and fluctuations in results

The revenue and operating results of the predecbssmess of each of the Business LPs have fuattyri
displayed seasonal variations throughout the yead this variation is expected to continue in the
foreseeable future. See “Seasonality” above.

Weather

Adverse weather conditions may affect constructiohedules. Prolonged rain, snowfall or extreme cold
weather may shut down construction sites. This nealyce demand for equipment and propane usages,
particularly in the areas of outdoor constructiaiivity and space heating. As a result, the Fund's
revenues and operating results may be negativisgtad.

Expansion

Existing or future competitors may compete with hend 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 thiaré growth initiatives will be successful.
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Interest rates

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

Foreign exchange

Foreign exchange risk is primarily limited to cureg fluctuations between the Canadian and U.Sadoll
The majority of the equipment purchased by the Figndenominated in U.S. dollars. Furthermore, a
portion of PER’s business relates to equipmentatantthe film industry in British Columbia whicls i
sensitive to the U.S. dollar currency fluctuationbe Fund does not use derivative instruments doce
these risks.

As at September 30, 2009, the Fund’s consolidadghbe sheet included $100,670 of accounts payable
and $110,117 of net debt which were U.S. curremscywuohinated.

Tax incentives offered by government for film andggpluction services

Currently the Government of British Columbia pra@sdrefundable tax credits through the Production
Services Tax Credit Program to accredited prodnct@porations who produce accredited films or agde
in British Columbia. These credits are availabldotwh domestic and foreign producers. This creates
incentive for film productions in the province afugtls demand for associated products and sensces,

as PER which is a major supplier of logistics emapt in the lower mainland of British Columbia.

Unless the government continues such tax incentits terms that are competitive compared to other
jurisdictions such as Ontario and Quebec, it magcafthe level of production activities in British
Columbia. This may impact the Fund’s revenues goailaiing results from this sector.

Federal income tax changes

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

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

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

Under the SIFT Rules, commencing January 1, 20%l Fund will become subject to tax on its income

and taxable capital gains from dispositions, tsapaid or payable to Unitholders, at a rate equdhe
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then prevailing corporate income tax rate (curyesit at 26.5% for 2011 and 25.0% 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 done currently.

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

the public capital markets.

As noted above, the Fund could become subjectet5tRT Rules before 2011 if it experiences growth,
other than "normal growth", before that time. Untlee "normal growth” guidelines, the Fund will be
considered to have experienced only "normal grovftis issuances of new equity (which for this pose
includes trust units and debt that is convertibte trust units, but does not include non-convirtdebt)

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

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

Time Period Safe Harbour Amount

November 1, 2006 to December 31, 2007 Greater @idilion or 40% of October 31, 2006 Market Capiation
January 1, 2008 to December 31, 2008 Greater ofiiion or 20% of October 31, 2006 Market Capitalion
January 1, 2009 to December 31, 2009 Greater ofiiion or 20% of October 31, 2006 Market Capitalion
January 1, 2010 to December 31, 2010 Greater ofiiion or 20% of October 31, 2006 Market Capitalion

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

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

DISCLOSURE CONTROLS AND PROCEDURES AND INTERNAL CONTROL OVER
FINANCIAL REPORTING

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

or other reports filed or submitted under secwitiegislation is recorded, processed, summarizedd an
reported within the time periods specified in teeuwsities legislation. Furthermore, DC&P are desito
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ensure that information required to be disclosedhsy Fund in annual filings, interim filings or eth
reports filed or submitted under securities legisfais accumulated and communicated to the Fund's
management, including its CEO and CFO, as apptaept@ allow timely decisions regarding required
disclosure. ICFR is designed to provide reasonassderance regarding the reliability of financigdaeing

and the preparation of financial statements foerew! purposes in accordance with Canadian geyerall
accepted accounting principles.

As at September 30, 2009, two material weaknesage been identified with the Fund's financial
reporting procedures over segregation of dutieeciBpally, accounting duties relating to the pregimon
and subsequent review of manual, non-routine jduenties were not properly segregated due toduinit
staffing resources. Furthermore, financial closaing reporting procedures were not formally docuetgnt
again due to limited staffing resources.

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

Changes have occurred in the Fund’'s DC&P and ICHfihgl the third quarter of fiscal 2009, in which a
new computer system and related control procedwess implemented at H&P, a subsidiary indirectly
owned by the Fund which acquired the assets anddsses of Davis SureFire on October 1, 2008.

OUTLOOK

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

The prevailing economic conditions continue to pebellenges to the Fund's business environment,
particularly in the construction sector. Reducechaled for rental equipment, along with decliningtaén
rates due to competition, has had a direct impa¢he Fund’s revenue base in the third quarter twhas
traditionally been a robust season for the Fundigipenent rentals operation. Management expects the
winter heat and fuel distribution season will séalfow and generate incremental operating cash Hoa
earnings.

To remain competitive, the Fund’'s management coesinto seek new revenue sources by means of
leveraging the Fund's diversified product offeriagd geographical exposure established through its
previous acquisitions. Efforts include the expamsibthe general rental operation and propaneilligion
operation into Lower Mainland in British Columbiadasouthern Alberta, respectively. Business it

will benefit from the management’s ability to depline Fund's existing rental fleet and leverageriml
product and market expertise across its networ&peirations to achieve optimized fleet utilizatiamda
operating cash flows.

The Fund continues to monitor actively its opemgtexpenses and maintains flexibility to adjust to
changing economic circumstances. Review of theatjpgr cost structure of each platform business is
constantly undertaken to assess staff resourcds, guad inventory procurement, logistics managerardt
other major operational areas in order to optirojzerational efficiency.
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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
Toronto Stock Exchange: WEQ.UN and WEQ.DB
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