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Finning Announces Fourth Quarter and Annual Results
Highlights from Continuing Operations

» Record quarterly revenues achieved this quartenuAhrevenues in 2008 of almost $6 billion were
also a record and were up 6% from prior year

* Annual diluted earnings per share was $0.55. Exatudertain non-recurring items of $0.06 per share
and a non-cash goodwill impairment charge of $@&8share, annual diluted earnings per share was
$1.49, down 4% from 2007.

e Cash flow provided by operating activities in 200froved almost $130 million, year over year, to
$72.7 million

» Actions taken in the fourth quarter to respondltigl economic downturn

Vancouver, Canada- Finning International Inc. (Finning) today refeat record quarterly revenues of
almost $1.6 billion for the fourth quarter of 20@8, increase of 7.3% over the fourth quarter of’200
driven by strong demand for customer support sesvids a result of certain non-recurring costs and
charges in the fourth quarter of 2008, the Compmperienced a loss from continuing operations leefor
interest and income taxes (EBIT) of $84.5 milliand fourth quarter net loss from continuing opersti
was $106.8 million or $0.62 diluted loss per shake non-recurring costs included a non-cash gdbdwi
impairment charge as a result of a deterioratiamamket conditions, and restructuring costs in eation
with the business support integration in the U.&well as the restructuring of Hewden’s nationwide
depot network. In addition, in response to theenirmarket conditions, Finning initiated certaiti@gs in
the fourth quarter of 2008 to reduce costs thatlted in restructuring charges globally. Excludthgse
non-recurring costs, diluted earnings per shama ftontinuing operations for the fourth quarter 602
would have been $0.33 per share, 15.4% lower tinafourth quarter of 2007.

“Fourth quarter earnings were solid at 33 centsamsistent with expectations, excluding non-reogrr
items,” said Mike Waites, Finning’s President arfl(C “Revenues were at record levels and Free Cash
Flow (before dividends) was also very strong atZbdfillion. While challenging business conditionglwi
impact 2009 revenues, we have acted quickly aniigtety to reduce our costs and adjust our staffing
levels where needed. Having said that, | want tpteamize that the large fleet of Caterpillar equiptie
our territories continues to provide us with goodtomer support growth. We achieved $1.9 billion of
customer support revenues in 2008, well on ourtwachieving our target of $2.3 billion of customer
support revenues in 2010. Our balance sheet ithlyeshd our net debt to net debt plus equity ngtio
expected to be towards the lower end of our tanagege of 40-50% by the end of 2009.”
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Three months ended December 3 Twelve months ended December 31
$ millions, except per share data 2008 2007 Change 2008 2007 Change
Revenue 1,566.7 1,459.5 7.3% 5,991.4 5,662.2 5.8%
Earnings from continuing operations

before interest and income taxe§’
before goodwill impairment 66.9 112.2 (40.4)% 388.1 455.8 (14.9)%
goodwill impairment (151.4) — — (151.4) — —
(84.5) 112.2 (175.3)% 236.7 455.8 (48.1)%9
Net income (loss}?
before goodwill impairment 44.6 70.5 (36.7)% 247.4 280.1 (11.7)%4
goodwill impairment (151.4) — — (151.4) — —
from continuing operations (106.8) 70.5 (251.5)% 96.0 280.1 (65.7)%4
Diluted Earnings (Loss) Per Sharé?
before goodwill impairment $ 026 $ 0.39 (33.3)4 | $ 143 % 1.55 (7.7%)
goodwill impairment (0.88) — — (0.88) — —
from continuing operations $ (062 $ 0.39 (259.0094 | $ 055 $ 155 (64.5)%
Cash flow after changes in working
capital 169.0 221.3 (23.6)%4 278.1 404.4 (31.2)%4

M This amount does not have a standardized meanitey generally accepted accounting principles. Facanciliation of this
amount to net income from continuing operations,tbe heading “Description of Non-GAAP Measurethie Company’s
management discussion and analysis which accongp#redourth quarter and annual consolidated firsustatements.

@ On July 31, 2007, the Company’s U.K. subsidiargwden Stuart Plc, sold its Tool Hire Division. Asansequence, the
results of operations of the Tool Hire Division weeclassified as discontinued operations in 20@7paior periods. The net
loss from discontinued operations for the year dridecember 31, 2007 was $2.0 million and dilutess lper share was $0.01.

Fourth Quarter Results

Finning’s revenues from continuing operations i@ fiburth quarter were almost $1.6 billion, up 7.3%
from the fourth quarter of 2007 and were the higlesrterly revenues ever recorded by Finning. iRmn
achieved record quarterly revenues driven primdylystrong customer support services, particuliarly

the Company’s Canadian and South American opesatR®avenue growth in Canada and South America
was driven primarily by strong demand from mininggtomers. In the U.K., revenues were down in the
fourth quarter of 2008 compared with the same pdast year, with reduced new equipment sales and
lower rental activity in the Hewden rental busingsatially offset by higher customer support seesi
revenues experienced at the Company’s UK dealership

Finning’s global order book or backlog (the retailue of new equipment units ordered by custonars f
future deliveries) is approximately $1.5 billiontae end of the fourth quarter of 2008, lower ttan
December 2007 level of $1.7 billion and the Septen@®08 level of $2.0 billion. Backlog and new asde
were down in all operations, reflecting the globabnomic slowdown, and as a result, Finning has
reduced and cancelled certain orders with Catarpil the fourth quarter of 2008 in order to alith
inventory orders with slower market demand.

In the fourth quarter of 2008, EBIT included cemtaosts which are considered by the Company to be
non-recurring and as a result, the Company expaxta loss before interest and taxes of $84.5anilli
These non-recurring items, which totalled $166.4ioni, included a non-cash goodwill impairment
charge, business support and depot restructuristg aothe U.K., and restructuring costs incurred
globally by Finning in the fourth quarter of 2008light of current market conditions. Excluding ke
restructuring costs and a non-cash goodwill impaittharge, EBIT would have been $81.9 million,
27.0% lower than the fourth quarter of 2007.
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» EBIT from Finning’s Canadian reporting segment 47 & million in the fourth quarter of 2008 was

32.0% lower than the fourth quarter of 2007. Therelase in 2008 was primarily due to higher selling,

general, and administrative costs, in part to stppestomer demand and growth in the Alberta oil

sands. In addition, higher costs were incurrediéndesign of a new information technology system

which is expected to provide benefits in the fut@®well as restructuring costs incurred in respon

to the current market conditions.

e EBIT for Finning’s South American operations in foerth quarter of 2008 of $38.3 million was
35.8% higher than the 2007 fourth quarter. Thetfoquarter of 2008 includes the positive impact of
translating U.S. dollar results with a weaker Caaadiollar and in functional currency (the U.S.
dollar), EBIT was 10.0% higher than the fourth qgeam 2007, reflecting strong volumes in most
lines of business.

» For the UK Group, EBIT in the fourth quarter of Bd@as a loss of $9.7 million, compared with EBIT
of $16.1 million in the comparable period last ye&djusting for the restructuring costs incurred in
connection with the business support integratiahdepot closures, EBIT from continuing operations
in the fourth quarter of 2008 would have been a tfs$3.7 million, primarily reflecting lower regsl
from the UK Group’s rental business.

Finning recorded a net loss from continuing opereifor the quarter of $106.8 million compared wigt
income of $70.5 million for the same period in 20Adjusting for the non-recurring restructuring tOs
and non-cash goodwill impairment charge noted abo@eincome from continuing operations would
have been $55.9 million, and diluted earnings pares(EPS) from continuing operations for the cgrart
would have been $0.33, down 15.4% compared witticieh quarter of 2007. The total positive impact
due to the stronger Canadian dollar in the foudtartgr of 2008 compared to the same period last yea
was approximately $0.09 per share.

Cash flow after changes in working capital for therth quarter was $169.0 million, down from caktwf
of $221.3 million generated in the same periodyasir. Strong demand, particularly in South America
from mining customers resulted in increased investisin inventory for committed orders for deliesyi
in early 2009. Working capital demands stabilizethie fourth quarter of 2008 and, combined with
initiatives to improve cash cycle times, have resiiin the improvement in cash flow after changes i
working capital in the fourth quarter of 2008 (gext®n of $169.0 million) compared to the third gea
of 2008 (generation of $84.1 million).

Annual 2008 Results

On an annual basis, revenue from continuing opmratincreased by 5.8% to almost $6 billion. EBIT of
$236.7 million from continuing operations in 200&luded certain items that are considered by the
Company to be non-recurring. These items, whichlled $169.1 million, included a non-cash goodwill
impairment charge, costs related to the integratimhtransition of Collicutt Energy Services Inc.
(Collicutt), business support and depot restruatudosts in the U.K., restructuring costs incuigkxbally
by Finning in the fourth quarter of 2008 in ligtittbe current market conditions, and the gainshensiale
of certain properties at Hewden. Adjusting for thasn-recurring items, EBIT for 2008 would haverbee
$405.8 million, 11.0% lower than the prior year.

* Annual revenue was up 9.6% at the Company’s Canaxfiarations, reflecting growth in most lines of
business, particularly new equipment sales andmest support services. Adjusting for non-recurring
costs related to the transition and integratio@aolicutt and restructuring costs, EBIT from Fingis
Canadian reporting segment would have been $258i@mfor 2008, down 10.9% from 2007. The
results of 2008 were negatively impacted by higlegrable operating costs, in part to support the
growth in the Alberta oil sands, and costs rel&atetthe design of a new information technology
system.
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» For the year ended December 31, 2008, revenuestiei@ompany’s South American operations
were at record levels. Finning South America’s reas increased 13.3% (12.7% increase in
functional currency) over last year, most notablgustomer support services, new equipment sales,
and rentals. Annual EBIT for 2008 of $148.2 millimas 16.3% higher compared to 2007 (17.9% in
functional currency).

* Annual revenues from the UK Group decreased 9.12008 compared with last year (1.0% decrease
in local currency), and EBIT decreased 26.6% (2213%cal currency). Adjusting for the
restructuring costs related to the business suppedration, depot closures, and restructuringeot
above, net of the gain on the sale of properti@TErom continuing operations for 2008 would have
been 31.9% lower than the comparable period in 2006& results from Hewden were lower than the
prior year, in part due to the significant openasibchanges experienced in the second half ofehe y

Consolidated net income from continuing operatior2008 was $96.0 million compared with $280.1
million in 2007. Adjusting for the non-recurringihs noted above, net income from continuing op&rati
would have been $257.8 million, 8.0% lower than288sults.

Basic EPS from continuing operations for the yemteel December 31, 2008 of $0.56 included the non-
recurring items described above. Adjusting the 2@38its for these non-recurring items, includimg t
goodwill impairment charge, basic EPS would havent®1.50 for the year ended December 31, 2008
compared with $1.57 in 2007, a decrease of 4.5%.tdtal negative impact due to the stronger Canadia
dollar in 2008 compared to the prior year was apipnately $0.10 per share.

Cash flow after changes in working capital for ylear ended December 31, 2008 was $278.1 million,
compared with cash flow of $404.4 million generate@007. Throughout all operations, management
continues to focus on improving cash cycle times$ @perating efficiencies while ensuring appropriate
levels of working capital exist to support currantivity levels.

The Company made a net investment in rental aeé&®04.8 million in 2008, which was less than half
of what was invested in 2007. As a result of softgdemand, rental investment moderated in 2008
compared to the very high demand for rental asse2607, particularly at the Company’s Canadian and
Hewden operations.

As a result of these items, cash flow provided pgrating activities was $72.7 million in 2008 comguh
to cash flow used by operating activities of $5@ilfion in 2007.

Important New Business

In December 2008, Finning announced that its SAuatlerican mining division secured a sale of six 793
mining trucks to Minera Argentina Gold, a subsigiaf Barrick Gold Corporation and operator of the
Veladero gold mine in Argentina. Finning also sedua one year extension on its Maintenance and
Repair Contract (MARC) with Minera Argentina Goltat covers 28 existing 793 mining trucks and 18
pieces of support equipment. The combined valubexe deals is approximately $70 million. The new
trucks will be delivered in the first quarter of@@and used in the existing operations at the \éztad
mine. The Veladero mine is located approximatelyy BBbometres northwest of the city of San Juan in
Argentina, close to the Chilean border.



Finning International Inc.
Fourth Quarter and Annual 2008 Results

Executive Appointment

Mr. David S. Smith has been appointed Executivee\Reesident and Chief Financial Officer of Finning
International Inc. effective February 2, 2009. mith was Chief Financial Officer of Ballard Power
Systems Inc. since December 2002 and was BalMicksPresident, Controller from October, 2000.
Immediately prior to joining Ballard, he spent l&ays with Placer Dome Inc. in various senior posg|
including Vice President, Corporate Relations, \leesident, Business Development, and as regional
Vice President and Chief Financial Officer in theitdd States, Chile, and Canada. Mr. Smith also was
with Price Waterhouse for four years in the Unifdtes, is a Certified Public Accountant and halds
Bachelor of Science, Business Administration, fiGalifornia State University, Sacramento.

Director Appointment

In December 2008, The Honourable David Emersonapasinted to the Board of Directors. Mr.
Emerson has extensive senior leadership experierimesiness, as an elected Member of Parliament and
in the Canadian Federal Cabinet. Mr. Emerson hiakdesior positions in government that include
Minister of Foreign Affairs, Minister of Industrijinister of International Trade and Minister fordife
Gateway and Vancouver - Whistler Olympics. In BtitiColumbia he served as Deputy Minister of
Finance, Deputy Minister to the Premier and Pregidéthe British Columbia Trade Development
Corporation. Mr. Emerson also held executive lestuiprroles in the private sector including Presiden
and CEO of Canfor Corporation, President and CEeWancouver International Airport Authority and
Chairman and CEO of Canadian Western Bank. Mr. Eamereceived his doctorate degree in economics
from Queen's University and also attended the Unsityeof Alberta where he obtained his bachelond a
master's degrees in economics.

Common Share Dividend

The Board of Directors approved the Company’s @ubrtividend at $0.11 per common share, payable
on March 18, 2009, to shareholders of record onchidy 2009.

For more information

Please call Tom Merinsky, Vice President, InveRelations & Corporate Affairs
Phone: (604) 331-4950
Email: investor_relations@finning.ca
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Fourth Quarter / Annual Results Conference Call

Management will hold an investor conference cal\ednesday, February 18, 2009 at 3080 Eastern Time. Dial-in
numbers:

1-866-898-962@anywhere within Canada and the US)
(416) 340-221gfor participants dialing from Toronto and oversea

The call will be webcast live &ttp://www.finning.com/investors/investors.aspxd subsequently archived on the Finning
website. Playback recording will be availabled &800-408-3053rom 6:00 pm Eastern Time on February 18, 2009 thdiend
of business day on February 25, 2009. The pasdoaatess the playback recording is 3280317 fokblyethe number sign.

About Finning International

Finning International Inc. sells, rents, and pregaustomer support services for Caterpillar eqaigrand engines, and
complementary equipment, in Western Canada (AlpBriitish Columbia, the Northwest Territories ahé tYukon Territory
and a portion of Nunavut), the U.K. and South Areeii{Argentina, Bolivia, Chile and Uruguay). Headdered in Vancouver,
B.C., Canada, Finning International Inaww.finning.con) is a widely held, publicly traded corporatiorstéid on the Toronto
Stock Exchange (symbol FTT). Complete financiatesteents and Management's Discussion and Analysidbeaaccessed at
www.finning.com

Forward-Looking Disclaimer

This report (including the attached Management'scD$sion and Analysis) contains forward-lookingestents and
information, which reflect the current view of Fing International Inc. with respect to future eseeand financial performance.
Any such forward-looking statements are subjecisikks and uncertainties and Finning's actual resaflbperations could differ
materially from historical results or current exfaions. Finning assumes no obligation to publighglate or revise its forward-
looking statements even if experience or futurengba make it clear that any projected results egaakor implied therein do
not materialize.

Refer to Finning's annual report, management inédion circular, annual information form and othiéinfjs with Canadian
securities regulators, which can be foundnatv.sedar.comfor further information on risks and uncertaisttbat could cause
actual results to differ materially from forwardsking statements contained in this report.

Next Quarterly Results May 14, 2009

Finning International’s first quarter for 2009 wllé released and an investor conference call wilidld on May 14, 2009.

Annual General Meeting

The Company’s annual general meeting will be helth@ Terminal City Club, 837 West Hastings Strétmcouver, British
Columbia, at 10:00 am Pacific Time on Thursday NMay2009.
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MANAGEMENT’'S DISCUSSION AND ANALYSIS

This discussion and analysis of the financial fssofl Finning International Inc. (Finning or the i@pany)
should be read in conjunction with the consoliddieancial statements and accompanying notes. The
results reported herein have been prepared in dacoe with Canadian generally accepted accounting
principles (GAAP) and are presented in Canadiatadolnless otherwise stated. Additional informmatio
relating to the Company, including the Company’sidal Information Form, can be found on the SEDAR
(System for Electronic Disclosure and Retrievalpgite atwww.sedar.com

Results of Operations

The results from continuing operations include &éhokacquired businesses from the date of their
purchase and exclude results from operations that been disposed or are classified as discontinued
Results of operations from businesses that qual#gediscontinued operations in 2007 have been
reclassified to that category in 2007 and prioiqus presented unless otherwise noted. Pleaséesee t
section entitled “Discontinued Operations — ToaleéHDivision” for a discussion of these operations.

Fourth Quarter Overview

Q4 2008 Q4 2007 Q4 2008 Q4 2007
($ millions) (% of revewe’
Revenue $ 1,566.7 $ 1,459.5
Gross profit 432.2 408.9 27.6% 28.0%
Selling, general & administrative expenses (348.7) (297.5) (22.3)% (20.4)%
Other income (expenses) (16.6) 0.8 (1.00% 0.1%
66.9 112.2 4.3% 7.7%
Goodwill impairment (151.4) — (9.7)% —
Earnings from continuing operations before intergst
and income taxes (EBITY (84.5) 112.2 (5.4)% 7.7%
Finance costs (21.7) (18.9) (1.4)% (1.3)%
Provision for income taxes (0.6) (22.8) (0.0)% (1.6)%
Net income $ (106.8) $ 705 (6.8)% 4.8%

W ERIT as defined above and referred to throughastNMfanagement’s Discussion and Analysis (MD&A) does have a
standardized meaning under generally accepted atingwprinciples. For a reconciliation of this ambto net income from
continuing operations, see the heading “DescriptibNon-GAAP Measure” in this MD&A.

Revenue by Operation Fourth quarter consolidated revenues from contgpuin
($ millions) operations of almost $1.6 billion increased 7.38rfithe
Three months ended December 31 fourth quarter of 2007 and were the highest quigrter

revenues ever recorded by Finning. Finning achiegedrd
quarterly revenues driven primarily by strong dechéor
customer support services, particularly in Canaah%outh
America.

1,000 02007 E2008

826.0

750.3

4643

500 -

348.0
361.2

2764

Canada South America UK Group

Revenues from the Company’s Canadian operatiomsased 10.1% in the fourth quarter of 2008
compared with the same period last year, primaeflecting strong revenues from customer support
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services. The increase in customer support servesenues was primarily due to servicing the stgadi
increasing number of Caterpillar units in the Comps Canadian dealership territory and the
accompanying demand for Caterpillar parts. The @Giameoperations’ revenues also reflected solid etark
demand and growth in the mining sector, particularithe Alberta oil sands. Revenues from the
Company’s South American operations increased 38d%pared with the fourth quarter of 2007 driven
primarily by higher customer support services ammleaased equipment sales in the mining sectoridfore
exchange also had a positive impact on revenuesdudirg the impact of foreign exchange when
translating results, revenues for the fourth quat€008 in functional currency (the U.S. dollar)
increased by 8.0% in the Company’s South Amerigaerations over the fourth quarter of 2007. In the
U.K., revenues were down 23.5% over 2007 drivemanly by reduced new equipment sales and lower
rental activity in the Hewden rental business,iplytoffset by higher customer support servicegraies
experienced at the Company’s UK dealership. Inllogerency, revenues were 19.3% lower when
compared to last year’s fourth quarter.

Revenue by Line of Business From a line of business perspective, strong demand

($ millions)
Three months ended December 31

02007 02008

continued in the fourth quarter of 2008 for custome
support services, dominating the revenue growth a#it
increase of 28.7% over the same period in 2007eiRkec

strong demand for equipment in the mining and
infrastructure sectors has resulted in an incrgase
demand for customer support services in ordermacee
the larger population of equipment. Used equipment
revenues were slightly higher in the fourth quaafe?008
and typically vary depending on product availapijlit
customer buying preferences, and exchange rate
considerations. Lower rental revenues in the fourth
quarter of 2008 reflected the lower rental activityhe
Hewden rental business.

610.3
624.8
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188.0
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Revenue mix in the fourth quarter of 2008 was wigidhmore towards customer support services as the
Company services the large population of equipreeltat to customers. Customer support services
revenues made up 32.3% of total revenues in théhfouarter of 2008, compared with 27.0% of total
revenues in the same period last year.

Finning’s global order book or backlog (the retailue of new equipment units ordered by custonars f
future deliveries) continues to be strong at $1ll®b at the end of the fourth quarter of 2008haligh is
lower than the December 2007 level of $1.7 billkod the September 2008 level of $2.0 billion. Bagkl
and new orders were down in all operations, reflgahe worldwide economic slowdown. The Company
has proactively reconfirmed orders with customersupport the balances in the backlog. Finning has
reduced and cancelled certain equipment orders@atkrpillar without any penalty.

The Company is dependent on Caterpillar Inc. (@dtar) for the timely supply of parts and equiprhém
fulfill its deliveries and meet the requirementslid Company’s service maintenance contracts.
Avalilability of equipment has improved overall, afidining continues to work closely with Caterpillar
and customers to ensure that demand for partsqngdreent can be met. Although Caterpillar has
recently announced significant layoffs, this is empected to impact the timely delivery of equipitnam
order.
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Gross profit of $432.2 million in the fourth quartg 2008 increased 5.7% over the same period/&est
As a percentage of revenue, gross profit for treatgu was 27.6%, down slightly when compared with
28.0% achieved in the fourth quarter of 2007. Tdveelr gross profit as a percentage of revenue (gross
profit margin) on a consolidated basis was primatie to lower rental and used equipment margihs. T
Canadian operations earned a higher gross profgimprimarily due to price realization from custem
support services. The South American operationsrgpced lower gross profit margins primarily dae t
lower margins earned on certain new equipment s@lesss profit margin for the UK Group was lower
when compared to the prior year’s quarter duewetanargins earned by the rental business in thke U.
This was partially offset by a higher gross praférgin achieved by the UK dealership, due to adrigh
proportion of revenues from customer support sesjivhich typically have higher margins.

The Company performed its annual goodwill impairimeniew in the fourth quarter of 2008 and
determined that the fair value of Hewden Stuart(RlEwden) was less than its book value, which idetu
goodwill recorded on acquisition. This determinatresulted from a decline in market multiples and a
reduction of fair value as determined using a disted cash flow methodology due to a change in
assumptions in order to reflect current market dots. This resulted in a full goodwill impairment
charge of $151.4 million for Hewden in the fourtiagter of 2008. The goodwill impairment charge is
non-cash in nature and does not affect the Compaiayiidity, cash flows from operating activities,

debt covenants and is not expected to have anys&lirpact on future operations. The Company espect
no income tax deduction from this charge. A furttiscussion regarding the non-cash goodwill
impairment charge can be found in the Goodwill Impant section of this MD&A.

EBIT by Operation Earnings from continuing operations before inteaest
($ millions) income taxes (EBIT) for the fourth quarter of 200&e a
Three months ended December 31 loss of $84.5 million. EBIT in the fourth quarter2008
included certain costs which are considered byCbpany
o [J2007 mzo08 to be non-recurring. These items, which totalle6i6ba

70 million, included the goodwill impairment chargéating to
o Hewden, restructuring costs in connection withlibsiness

30 . 8 - support integration in the U.K., and costs incumedted to
| [

471

the restructuring of Hewden’s nationwide depot ety
with the closure or merger of 22 depots. In additio
response to deteriorating global market conditidinsning

. : . undertook certain actions that resulted in restmiag
Séﬁg*v‘i{.ﬁ‘?m°;2}i;°epn?a“°”5 corporate head offud charges in the fourth quarter of 2008. Excludingsth
restructuring costs and goodwill impairment, EBldud
have been $81.9 million, 27.0% lower than the fogdarter
of 2007.

(9.7)

(10) [ .

Canada South America UK Group

The lower EBIT in the fourth quarter of 2008 wasarily due to costs incurred in the design and
implementation of a new global information techrpl@ystem to benefit future periods as well as éigh
variable operating costs to support the increaseel bof activity anticipated in the near future for
deliveries and product support. In addition, loag# incentive plan (LTIP) charges were $11.0 millio
higher in the fourth quarter of 2008 compared ®same period in 2007. The mark-to-market impact on
the valuation of certain stock-based compensatias fwlly hedged in 2008, whereas the fourth quantter
2007 included a favourable unhedged mark-to-mankp#ct.

The Company’s EBIT margin (EBIT divided by revenexcluding the restructuring costs and goodwill
impairment charge noted above, was 5.2% in theliaywarter of 2008, down from 7.7 % earned in the
fourth quarter of 2007.
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Consolidated net loss from continuing operatiomgte quarter was $106.8 million compared with net
income of $70.5 million for the same period in 208djusting for the restructuring costs and gootwil
impairment noted above, net income from continwipgrations would have been $55.9 million.

Basic loss per share from continuing operationsHerquarter was 0.63. Excluding the restructuciosts
and goodwill impairment charge, basic earningsspare (EPS) was $0.33 compared with $0.40 in the
same period last year, a decrease of 17.5%. Takpositive impact due the stronger Canadian daollar
the fourth quarter of 2008 compared to the samegdast year was approximately $0.09 per share.

Cash Flow

Cash flow after changes in working capital for therth quarter was $169.0 million, down from cakswf
of $221.3 million generated in the same periodyasir. Strong demand, particularly in South America
from mining customers resulted in increased investifin inventory for committed orders that will be
delivered in early 2009. Working capital demandegehstabilized in the fourth quarter of 2008 and,
combined with initiatives to improve cash cycledgnhave resulted in the improvement in cash fltier a
changes in working capital in the fourth quarte2008 (generation of $169.0 million) compared t® th
third quarter of 2008 (generation of $84.1 million)

The Company generated proceeds on the disposahta mssets in excess of additions in the amdunt o
$8.4 million in the fourth quarter of 2008, compAreith a net investment in rental assets of $14IRom

in the same period in 2007. With lower utilizatiofrental assets in 2008, asset additions were ratzte
and underutilized assets were sold.

As a result of these items, cash flow from opera#intivities was $177.2 million in the fourth quearof
2008 compared to $207.3 million in the fourth geadf 2007. The cash flow generated in the fourth
guarter of 2008 compares favourably to the previbtee quarters in 2008.

During the fourth quarter of 2008, under the noromlrse issuer bid in place, the Company repurchase
and cancelled 934,996 common shares at an averiageop$18.68 for an aggregate amount of $17.5
million. During the fourth quarter of 2007, the Cpamy repurchased and cancelled 2,465,200 common
shares at an average price of $27.31 for an aggregaount of $67.3 million.
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2008 2007 2008 2007
($ millions) (% of revenue
Revenue $ 59914 $ 5,662.2
Gross profit 1,714.7 1,599.2 28.6% 28.2%
Selling, general & administrative expenses (1,309.8) (1,144.8) (21.8)% (20.2)%
Other income (expenses) (16.8) 14 (0.3)% —

388.1 455.8 6.5% 8.0%

Goodwill impairment (151.4) — (2.5)% —
Earnings from continuing operations before intergst
and income taxes (EBITY 236.7 455.8 4.0% 8.0%
Finance costs (83.6) (72.8) (1.4)% (1.3)%
Provision for income taxes (57.1) (102.9) (1.0)% (1.8)%
Net income from continuing operations 96.0 280.1 1.6% 4.9%
Loss from discontinued operations, net of tax — (2.0) — —
Net income $ 960 $ 278.1 1.6% 4.9%

W ERIT as defined above and referred to throughdstManagement’s Discussion and Analysis (MD&A) daes have a
standardized meaning under generally accepted atagwprinciples. For a reconciliation of this améto net income from
continuing operations, see the heading “DescriptioNon-GAAP Measure” in this MD&A.

Revenue by Operation
($ millions)
Twelve months ended December 31

For the sixth consecutive year, consolidated regsmaached
record levels. Annual revenues from continuing apens of
almost $6 billion increased 5.8%, year over yeamifrg
achieved record annual revenues for 2008 drivangrily by

B A [J2007 2008 . . - -
Sl I strong new equipment sales in Canada and an ircieas
& customer support services revenues in all deafershi
@ operations.
2,000 g

1,325.6
1,400.4
1,272.9

Canada South America UK Group

Revenues from the Company’s Canadian operatiomearsed 9.6% in 2008 compared with 2007. New
equipment sales continued to dominate revenue grom€Canada as a result of extremely strong demand
for equipment during the year, primarily in the mopsector and particularly in the Alberta oil sand
Revenues from the Company’s South American opersiiecreased 13.3% in 2008 compared with the
prior year, with a significant increase in custorsgpport services revenues. The higher revenuss fro
customer support services reflected the higher murabCaterpillar units operating in the field ahe
increased coverage across the region as a reghi @@ompany’s investment in branches. In the U.K.
revenues were down 9.1%, reflecting the negatiygehfrom the strength of the Canadian dollar netat
to the U.K. pound sterling. In local currency, reues generated by the UK Group were only marginally
lower than the 2007 level, with reduced new equipinsales, reflecting the softening of the market] a
lower rental activity in the Hewden rental busingsstially offset by improved customer supportvasss
revenues.
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Revenue by Line of Business From a line of business perspective, strong demand
($ millions) continued in 2008 for new equipment and customer
Twelve months ended December 31 support services. These two lines of business cisetpr
71.4% of consolidated revenues in 2008, comparéd wi
(12007 02008 69.5% in 2007. The demand from the mining and

infrastructure sectors for new equipment was hngh i
2008, and customer support services have incraéased
service the larger population of equipment, palidy

in South America. This is expected to continue into
2009 as the population of equipment in the Commany’
territories increased in 2008. The increase inaust

3,000 -

2,2335
| 2,3769

1,701.2
1,899.5

1,500 A

781.2

503.0
551.7
417.6
431.8
712.8

T 53 support services revenues occurred in spite obngdr
0 . . . . —— earning any revenues from the fuels and lubricants
New  Power& Used Equip CSS Other . . . . . .
Equp Erergy Equip  Rental distribution business with Shell Canada which was

terminated in the fourth quarter of 2007. Excluding
revenues from the Shell business in 2007, customer
support services revenues were 17.5% higher in 2008
compared with the prior year. Lower rental revennes
2008 reflected the lower rental activity in the Hm
rental business.

Gross profit of $1,714.7 million in 2008 increased% over 2007 and was also slightly higher as a
percentage of revenue. The gross profit marginsgpoofit divided by revenues) in the Canadian
operations for 2008 was higher when compared tetioe year. This resulted primarily from higher
margins earned on customer support services, |hadiéset by the shift in revenue mix to lower
margined new equipment sales. South America car@tba higher gross profit margin due to its reeenu
mix shift towards higher margined customer suppervices. The UK Group had a lower gross profit
margin, reflecting lower rental utilization ratemreed from the UK rental business partially oftsgt
higher gross profit margins earned on customeratgervices from the UK dealership.

EBIT by Operation — continuing operations EBIT was $236.7 million in 2008. Results in 2008luded

($ millions) certain items that are considered by the Compaibg taon-
Twelve months ended December 31 recurring. These items, which totalled $169.1 i
included the Hewden goodwill impairment, coststesdao
% 2007 [2008 the integration and transition of Collicutt, buseeupport

300

2345

and depot restructuring costs in the U.K., restnuigy costs
incurred globally by Finning in the fourth quartdr2008 in
. light of the current market conditions partiallys#t by the
e gains on the sale of certain properties in Hewdalusting
|_’L‘ for these non-recurring items, EBIT for 2008 wobh&le
' been $405.8 million, 11.0% lower than the priorryea

148.2

127.4

150 +

0

Canada South America UK Group

Excluding other operations — corporate head ofiive
goodwill impairment

The lower EBIT in 2008 can be attributed to a sgemCanadian dollar, on average for the year, and
higher variable operating costs to support theeiased level of activity that was anticipated fdivegies
and product support through to the end of the yearecasted activity levels are being adjustedke t
into account current global market conditions aciibas have been taken by the Company globally to
respond to the deteriorating economic conditioine feduction in EBIT was partially offset by LTIP
charges that were $8.6 million lower in 2008 corepawith the same period in 2007. Mark-to-market
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volatility was significantly reduced in 2008 thrdug compensation hedge, the cost of which is regdont
the Other operating unit.

Consolidated net income from continuing operatior2008 was $96.0 million compared with $280.1
million in 2007. Adjusting for the non-recurringihs noted above, net income from continuing op&rati
would have been $257.8 million, 8.0% lower than2B67 level.

Basic EPS from continuing operations for the yewteel December 31, 2008 of $0.56 included a number
of non-recurring items as described above. Adjgstie 2008 results for these non-recurring items,
including the goodwill impairment charge, basic B/A&uld have been $1.50 for the year ended December
31, 2008 compared with $1.57 in 2007, a decreadeb8b. The total negative impact due to the stronge
Canadian dollar in 2008 compared to the prior yeas approximately $0.10 per share.

Cash Flow After Changes in Working Capital

Cash flow after changes in working capital for ylear ended December 31, 2008 was $278.1 million,
compared with cash flow of $404.4 million generate@007. Throughout all operations, management
continues to focus on improving cash cycle times$ @perating efficiencies while ensuring appropriate
levels of working capital exist to support currantivity levels.

The Company made a net investment in rental aeg&204.8 million in 2008, which was less than half
of what was invested in 2007. As a result of softgdemand, rental investment moderated in 2008
compared to the very high demand for rental ass&2607, particularly at the Company’s Canadian and
Hewden operations.

As a result of these items, cash flow provided pgrating activities was $72.7 million in 2008 conmguh
to cash flow used by operating activities of $5@ilfion in 2007.

For the year ended December 31, 2008, under a sdfauechase program, the Company repurchased and
cancelled 5,901,842 common shares at an averageqir$24.99 for an aggregate amount of $147.5
million. For the year ended December 31, 2007 Qbmpany repurchased and cancelled 3,691,400
common shares at an average price of $27.82 faggregate amount of $102.7 million.

Foreign Exchange

The Company’s reporting currency is the Canadidladddiowever, due to the geographical diversity of
the Company’s operations, a significant portiomexenue and operating expenses are in a different
currency. The most significant currencies in whité Company transacts business are the Canadian
dollar, the U.S. dollar, and the U.K. pound steylimhe most significant foreign exchange impacthen
Company’s net income is the translation of foreigrency based earnings into Canadian dollars.

Compared to the fourth quarter of 2007, foreignhaxge had a positive impact of approximately $150
million on consolidated revenues earned by the Gomjn the fourth quarter of 2008 compared to the
prior year due to the 23.5% weaker Canadian dalative to the U.S. dollar, partially offset by 8%
stronger Canadian dollar relative to the U.K. poatetling. As a result, net income was positively
impacted by approximately $0.09 per share in thetfoquarter of 2008 compared to the same peristd la
year.

Net income was negatively impacted by approxima@lyL0 per share in 2008 compared to the year
ended December 31, 2007 as the Canadian dollamagginally stronger (0.8%) in 2008 relative to the
U.S. dollar, and 8.7% stronger relative to the Lp&und sterling.

The impact of foreign exchange due to the moveroktite Canadian dollar relative to the U.S. dodlad
the U.K. pound sterling is expected to continuaffect Finning’s results in 2009. The sensitivifytloe
Company’s net earnings to fluctuations in the ager@annual foreign exchange rates is summarized on
page 32.
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The following tables provide details of revenue &RIT contribution by operation and the foreign
exchange impact for the three and twelve monthse@iecember 31, 2008.

Three months ended December 31 South UK
($ millions) Canada  America Group Consolidated
Revenues — Q4 2007 $ 7503 $ 3480 $ 3612 $ 1,4595
Foreign exchange impact 79.7 80.7 (9.0) 151.4
Operating revenue increase (decrease) (4.0) 35.6 5.8)(7 (44.2)
Revenues — Q4 2008 $ 8260 $ 4643 $ 2764 $ 1566.7
Total revenue increase (decrease) $ 757 $ 1163 $ (848) $ 107.2
- percentage increase (decrease) 10.1% 33.4% (23.5)% 7.3%
- percentage increase, excluding foreign exchange (0.5)% 10.2% (21.0)% (3.00%
Twelve months ended December 31 South UK
($ millions) Canada America Group Consolidated
Revenues — 2007 Annual $ 29362 $ 1,3256 $ 1,4004 $ 5,662.2
Foreign exchange impact (78.7) 6.9 (112.8) (184.6)
Operating revenue increase (decrease) 359.4 169.1 14.7)( 513.8
Revenues — 2008 Annual $ 32169 $ 15016 $ 12729 $ 59914
Total revenue increase (decrease) $ 2807 $ 176.0 $ (1275 % 329.2
- percentage increase (decrease) 9.6% 13.3% (9.1)% 5.8%
- percentage increase, excluding foreign exchange 12.2% 12.8% (1.0)% 9.1%
Three months ended December 31 South UK Goodwill
($ millions) Canada America Group Other Impairment  Consolidated
EBIT — Q4 2007 $ 69.3 % 282 % 161  $ a4 $ —$ 112.2
Foreign exchange impact 8.9 12.4 (0.2) — — 21.1
Operating EBIT increase (decrease) (31.1) (2.3) .6025 (7.4) (151.4) (217.8)
EBIT — Q4 2008 $ 471  $ 383 % 9.7 $ (8.8) $151.4) $ (84.5)
Total EBIT increase (decrease) $ (222 % 101 $ (258 % (7.4) $ (1514) $ 941)
- percentage increase (decrease) (32.0)% 35.8% (160.2)% — — (175.3)%
- percentage increase (decrease),

excluding foreign exchange (44.9Y% (8.2)% (159.0)% — — (194.1)%
Twelve months ended December 31 South UK Goodwill
($ millions) Canada America Group Other Impairment  Consolidated
EBIT — 2007 Annual $ 2863 $ 1274 % 730 $ 930 % — 3 455.8
Foreign exchange impact (18.1) (2.5) (5.2) — — 825.
Operating EBIT increase (decrease) (33.7) 23.3 2§14. (17.3) (151.4) (193.3)
EBIT — 2008 Annual $ 2345 $ 1482 $ 536 $ .28 $ (1514) $ 236.7
Total EBIT increase (decrease) $ (518 % 208 $ (194 $ (173) $ (1514) $ 2191
- percentage increase (decrease) (18.1)% 16.3% (26.6)% — — (48.1)%
- percentage increase (decrease),

excluding foreign exchange (11.8)% 18.3% (19.5)% — — (42.4)%

Results by Business Segment

The Company and its subsidiaries operate primarigne principal business, that being the selling,
servicing, and renting of heavy equipment and eel@troducts in various markets worldwide as noted
below. Finning’s operating units are as follows:

» Canadian operationsBritish Columbia, Alberta, the Yukon Territorjneé Northwest Territories, and a
portion of Nunavut.

* South American operation€hile, Argentina, Uruguay and Bolivia.

» UK Group operationsEngland, Scotland, Wales, Falkland Islands, &aeddhannel Islands

* Other. corporate head office.
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The table below provides details of revenue by afp@ns and lines of business for continuing operesti

For year ended December 31, 2008 UK Revenue

($ millions) Canada South America Group Consolidated percentage
New mobile equipment $ 1,464.9 $ 575.9 $ 336.1 $ 2,376.9 39.7%
New power & energy systems 205.7 161.7 184.3 551.7 9.2%
Used equipment 252.8 37.2 141.8 431.8 7.2%
Equipment rental 296.6 58.8 357.4 712.8 11.9%
Customer support services 981.8 664.4 253.3 1,899.5 31.7%
Other 15.1 3.6 — 18.7 0.3%
Total $ 3,216.9 $ 1,501.6 $ 11,2729 $ 59914 100.0%
Revenue percentage by operations 53.7% 25.1% 21.2% 100.0%

For year ended December 31, 2007 South UK Revenue

($ millions) Canada America Group Consolidated percentage
New mobile equipment $ 1,253.2 $ 574.4 $ 405.9% 2,2335 39.4%
New power & energy systems 194.9 108.7 1994 503.0 8.9%
Used equipment 269.3 42.8 105.5 417.6 7.4%
Equipment rental 290.1 46.6 444.5 781.2 13.8%
Customer support services 905.8 550.3 2451 1,701.2 30.0%
Other 22.9 2.8 — 25.7 0.5%
Total $ 2,936.2 $ 1,325.6 $ 1,400.4 $ 5,662.2 00.0%
Revenue percentage by operations 51.9% 23.4% 24.7%  100.0%

The table below provides selected income statemérimation by business segment for continuing
operations:

For year ended December 31, 2008 South UK Goodwill

($ millions) Canada America Group Other Impairment  Consolidated
Revenue from external sources $ 3,2169 $ 1,501.6 $ 11,2729 $ — $ — $ 59914
Operating costs (2,801.8) (1,313.8) (1,099.8) (46.7) — (5,262.1)
Depreciation and amortization (164.5) (34.2) (125.5) (0.2) — (324.4)
Other income (expenses) (16.1) (5.4) 6.0 (1.3) — (16.8)
Goodwill impairment — — — — (151.4) (151.4)

Earnings before interest and taxes$ 2345 % 1482 $ 536 $ (48.2) $ (151.4) $ 236.7

Earnings before interest and tax

- percentage of revenue 7.3% 9.9% 4.2% — — 4.0%
- percentage by operations (excluding

goodwill) 60.4% 38.2% 13.8% (12.4)% — 100%
For year ended December 31, 2007 South UK Goodwill
($ millions) Canada America Group Other Impairment  Consolidated
Revenue from external sources $ 29362 $ 1,3256 $ 11,4004 $ — $ — $ 5,662.2
Operating costs (2,486.0) (1,171.7) (1,191.3) (30.9) — (4,879.9)
Depreciation and amortization (165.5) (25.9) (136.5) — — (327.9)
Other income (expenses) 1.6 (0.6) 0.4 — — 1.4
Earnings before interest and taxes ~ $ 286.3 $ 1274 $ 73.0 $ (309) $ — $ 455.8
Earnings before interest and tax
- percentage of revenue 9.8% 9.6% 5.2% — — 8.0%
- percentage by operations 62.8% 28.0% 16.0% (6.8)% — 100%
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Canadian Operations

The Canadian operating segment primarily refldotsrésults of the Company’s operating division,
Finning (Canada). This reporting segment also oetuthe Company’s interest in OEM Remanufacturing
Company Inc. (OEM), which is separately managethffonning (Canada), and a 25% interest in
PipeLine Machinery International (PLM). On Janu&By 2008, Finning (Canada) acquired the issued and
outstanding common shares of Collicutt, a leadiagddian oilfield service company. The results of
Collicutt’'s operations have been included in thesmidated financial statements since the acqorsiti

date.

The table below provides details of the resultenftbe Canadian operating segment:

For years ended December 31

($ millions) 2008 2007
Revenue from external sources $ 3,216.9 $ 2,936.2
Operating costs (2,801.8) (2,486.0)
Depreciation and amortization (164.5) (165.5)
Other income (expenses) (16.1) 1.6
Earnings before interest and taxes $ 234.5 $ 286.3
Earnings before interest and taxes (EBIT)

- as a percentage of revenue 7.3% 9.8%
- as a percentage of consolidated EBIT (excludmagdgvill impairment) 60.4% 62.8%

Canada — Revenue by Line of Business Record revenues were achieved in the Company’sdiama

($ millions) operations in 2008. Revenues increased 9.6% oge2(7
Twelve months ended December 31 levels to $3,216.9 million. Revenues from mostdioé
012007 C12008 business in Canada increased over 2007 levels, motably

in new equipment sales and customer support sstvice

1464.9

1,500

1253.2

The increase in new equipment revenues was priynaril
attributable to strong market demand and growtheénmining
sectors, particularly the Alberta oil sands.

905.8
981.8
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290 1
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o
N 0
N A

New Eqmp Power& Used Equip CSss Other
Energy Equip Rental

New equipment orders from customers declined duhiedast quarter of 2008, reflecting the current
slowdown in the global economy and as a resultbeklog in Finning (Canada) is lower than the
September 2008 level. Finning (Canada) has redaicédancelled certain orders with Caterpillar as a
result of the slowdown. However, the backlog camtmto reflect future deliveries to the mining sect
which is the key strategic sector for Finning’s @dian operations. Although global economic condgio
are currently weaker in most sectors, activity ining is expected to partially counter weaknesstirer
market areas.

Higher revenues from customer support services mengarily a result of servicing the steadily
increasing population of Caterpillar units in then@pany’s Canadian dealership territory and the
accompanying demand for Caterpillar parts. Thisaase in revenues occurred in spite of no longer
earning any revenues from the fuels and lubricdistsibution business with Shell Canada which was
terminated in the fourth quarter of 2007. Reverftm® the Shell business were approximately $84
million in 2007.
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Used equipment revenues are approximately 6% ltveer the prior year, reflecting the slowdown in the
general economy. Rental revenues increased ovar&98 result of strong customer demand in this
sector, particularly in the last quarter of thery&anning (Canada) increased the number of the
Company’s Cat Rental Stores in operation in WesBamada to 37 at December 31, 2008, compared with
34 stores at December 31, 2007.

Revenues from the Company’s 25% investment in RieMachinery International (PLM) increased
32% over the prior year to $111.0 million. While timajority of revenues were earned in North America
PLM has experienced growth in international acyivit

In Canada, overall gross profit as a percentagewanue was slightly up compared to the prior y&his
reflects higher margins from customer support sesjiprimarily due to price realization, partiadfyset
by lower margins earned on the sale of used equipme

Selling, general, and administrative (SG&A) cost2008 increased both in absolute dollars and as a
percentage of revenue compared with 2007. The higysts in 2008 were primarily incurred to meet the
long term strategic growth objectives of the Caaadiperations, including an increase in its product
support capability and its support of the higheivity levels in the Alberta oil sands.

A large part of the higher SG&A was driven by aaregased investment in people in two strategic areas
one area being the development of a heavy equipoesiite of excellence in Red Deer, Alberta, and the
second was the Alberta oil sands. The integratfid@adlicutt was also a contributing factor to inased
SG&A costs in 2008 as compared to 2007. In addistendard variable selling costs such as warranty
and freight have increased with the growth in nguwigment revenues.

In the fourth quarter of 2008, the Canadian openatreacted to the downturn in the economy by
downsizing its salaried workforce by approximat2®b people. The restructuring costs of $8.0 million
primarily severance, were included in other expensé&so included in other expenses was the Canadian
operations’ share of the costs related to the implgation of a new information technology system fo
the Company’s global operations.

EBIT of $234.5 million in 2008 was 18.1% lower thifne $286.3 million earned in 2007. EBIT margin
(EBIT divided by revenues) of the Canadian opegasegment was 7.3% in 2008, down from 9.8% last
year. The decline in EBIT margin is attributed paity to the increase in SG&A costs as discussedab

In the first quarter of 2008, the Company complatedacquisition of Collicutt and incurred costghe
first two quarters of 2008 to integrate and traosithe Collicutt operations to support Finningtonser
service work. Excluding the costs incurred wittstimtegration and transition and the restructudosts
noted above, the 2008 EBIT margin for 2008 wouldehiaeen 8.0% compared with 9.8% achieved in
2007. This decrease reflects the higher costsiiedun 2008 to meet the long term strategic growth
objectives, as discussed above.

The aggregate purchase price on the acquisiti@obicutt was $136.4 million. The purchase priceswa
funded through $84.3 million in cash, and 15,408wcwmn shares of the Company with a value of $0.4
million. Acquisition costs of $6.9 million were inred and paid on the transaction. On the datkeof t
acquisition, the Company repaid $44.8 million ofl€att’s existing bank debt resulting in aggregate
consideration of $136.4 million.

This acquisition is expected to provide Finningri@€a@a) with the opportunity to expand its capacity o
regional branches to enable Finning to undertakesrhigher-margin customer service work, accelerate
throughput of new equipment prepared for delivergustomers, and increase the ability to undertake
machine overhaul and rebuild work. Finning (Canddes) relocated its Edmonton-based new equipment
preparation to its new facilities in Red Deer, Athe This heavy equipment centre of excellence is
expected to free up existing service facility cafyagnd give the Company the opportunity to devedop
mining/heavy equipment overhaul rebuild capabilityRed Deer.
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Finning, Finning (Canada), and OEM have been irs@lwn legal proceedings for the past three yeafs wi
the Alberta division of the International Assoamatiof Machinists and Aerospace Workers — Local leodg
99 relating to Finning (Canada)’s outsourcing ahponent repair and rebuilding services to OEM in
2005. These legal proceedings are continuing, anth@er of applications are currently before the
Alberta Labour Relations Board. Finning expects ihwaill be able to continue to manage the operai
impacts of these proceedings.

South America

The Company’s South American operations includedlalts of its Caterpillar dealerships in Chile,
Argentina, Uruguay, and Bolivia.

The table below provides details of the resultenftbe South American operations:

For years ended December 31

($ millions) 2008 2007
Revenue from external sources $ 1,501.6 $ 1,3256
Operating costs (1,313.8) (1,171.7)
Depreciation and amortization (34.2) (25.9)
Other expenses (5.4) (0.6)
Earnings before interest and taxes $ 148.2 $ 127.4
Earnings before interest and taxes (EBIT)
- as a percentage of revenue 9.9% 9.6%
- as a percentage of consolidated EBIT (excludimadgvill impairment) 38.2% 28.0%
South America — Revenue by Line of Annual 2008 revenues of $1,501.6 million were abrd
Business($ millions) levels for Finning’s South American operations airb
Twelve months ended December 31 Canadian dollars and functional currency (U.S.ats)),
surpassing the previous record achieved in 200Aifkg
O2007 C2008 South America’s revenues increased 13.3% overé&sst

(12.7% in functional currency), reflecting higherenues in

most lines of business, most notably in customppett

services, new equipment sales, and rentals. Neipmagat

8§ N g = © o order backlog remains strong and is comparablieddevels
— achieved at the end of 2007.

T T T T T T
New Equip  Power & Used Equip Equip Css Other
Energy Rental
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Strong growth in customer support services, up%@drom 2007, was primarily driven by the higher
number of Caterpillar units operating in the fielthe higher revenues also reflect the increasimghmaus

of mining maintenance and repair contracts entetedover the past couple of years as well as the
increased coverage across the region as a redtiltmhg’s investment in branches. Customer support
services revenues dominated revenue growth in 2888 ow make up 44.2% of total revenues (41.5% in
2007). The continued strong new equipment reveimu2808 were attributable to the demand in the
mining sector. Power and energy system revenues algo up compared with the prior year, primarily i
Chile with higher demand for energy.

Gross profit increased in 2008 both in absoluteseaind as a percentage of revenue. This occurred
partially due to the revenue mix shift towards oustr support services, which typically have higher
margins. The stronger margins achieved by cust@ungport services reflect price realization to dffse
inflationary cost and foreign exchange pressures.

18



Finning International Inc.
Fourth Quarter and Annual 2008 Results

SG&A costs have increased in absolute dollarsabw percentage of revenue were comparable to 2007.
In order to meet customer service demand and tireasing number of service maintenance contracts,
over 300 additional revenue-generating employedssapport staff were hired, representing a 6%
increase over December 2007 levels. As a restiltenincreased headcount, SG&A expenses included
higher salaries and benefit costs in 2008. Thesam® in other SG&A costs was mostly driven by
increased activity levels with higher associatdtingecosts, and continued to reflect the upwarelsgure
of inflationary increases. Where possible, pricgeéases have been implemented to offset rising cast
cost controls have been put in place to mitigagegéneral inflationary pressures in the regionefgor
exchange did not have a significant impact on EBdThe Canadian dollar relative to the U.S. dddar
the year ended December 31, 2008 was comparaBoia

In light of the current market conditions, FinniBguth America restructured its operations in thetfo
guarter of 2008, and incurred costs of $1.0 millidrich were included in other expenses. Also inetud
in other expenses was the South American operasbase of the costs related to the implementabioea
new information technology system for the Compamytbal operations.

EBIT of the Company’s South American operation$b48.2 million for the year ended December 31,
2008, was 16.3% higher than 2007, reflecting thengtrevenue growth. EBIT as a percentage of revenu
for Finning South America increased to 9.9%, upnfi®.6% in 2007. The improvement was primarily a
result of higher price realization as well as aeigproportion of customer support services revermie
2008, which earns a higher margin.

In the third quarter and early in the fourth quaae2008, the Company successfully renewed the
collective agreements with the three unions reprtasg the vast majority of Finning (Chile) emplogee
The new collective agreements have a four year, tetnch include an enhanced wage settlement. The
contract enhancement will assist the Company einigtg and attracting the employees needed to meet
future demand.

19



Finning International Inc.
Fourth Quarter and Annual 2008 Results

United Kingdom (“UK™ Group

The Company’s UK Group includes the following threarket units: Construction, Power Systems, and
Rental (Hewden). In the fourth quarter of 2008, the Group combined Heavy Construction and General
Construction into one market unit.

On July 31, 2007, Hewden sold its Tool Hire Divisid he results from the Tool Hire Division are
recorded as discontinued operations with priorqeeresults restated accordingly.

The table below provides details of the resultghefcontinuing operations from the UK Group:

For years ended December 31

($ millions) 2008 2007
Revenue from external sources $  1,272.9 $ 1,400.4
Operating costs (1,099.8) (1,191.3)
Depreciation and amortization (125.5) (136.5)
Other income (expenses) 6.0 0.4
Earnings before interest and taxes $ 53.6 $ 73.0
Earnings before interest and taxes (EBIT)
- as a percentage of revenue 4.2% 5.2%
- as a percentage of consolidated EBIT (excludimagdgvill impairment) 13.8% 16.0%
UK Group — Revenue by Line of Business  Annual 2008 revenues of $1,272.9 million were d@aiPo
($ millions) from the prior year. Foreign exchange had a negatinpact
Twelve months ended December 31 on the translation of revenues due to the 8.7% gthening of
02007 ©2008 the Canadian dollar relative to the U.K. poundlstgryear
> 0 over year. In local currency, revenues were conipanaith
5007 & o I =
S g B oo 2007.
250 g 3 o 3 N8 In local currency, revenues from customer suppamtises
|i|—”| and used equipment sales improved compared witf.200
o Revenues from other lines of business in 2008 Veaver
Energy compared to the prior year, reflecting the softgrohthe

market for new equipment sales.

Rental revenues continue to be affected by lowiézation rates at Hewden. A reorganization of this
business unit is underway to improve its focus elivdring on its commitments to customers, redudisig
overall cost structure, and improving the perforoeaaf its assets.

Gross profit for the year ended December 31, 2088 lawer compared with the same period last year in
absolute terms and as a percentage of revenueemted business experienced lower margins in 2008
compared to the prior year for the reasons notegteggland margins were also lower in new and used
equipment.

SG&A costs were lower in 2008 compared with 200@bsolute terms, and comparable as a percentage of
revenue. The reduction is a result of variousatiies and management’s focus on realizing cost
efficiencies.

Other income / expenses in 2008 include a numbeow{frecurring items.

» As part of the ongoing reorganization of the UK @ydusiness units first announced in the fourth
guarter of 2006, it was announced in early 2008 Firaning would centralize the business support
services of its Finning UK Group into a single lboa at Cannock, England. As a result, Hewden has
closed its administration offices in TannochsideamGlasgow and is strengthening a Hewden
operational support team in Manchester. Combinel iwvestments in new information technology
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last year, the move is designed to achieve loweralvoperating costs and better integrated
information technology, finance, and other supgervices across the Finning UK Group. Other
expenses for 2008 included restructuring costppfaimately $7.8 million incurred in connection
with this integration of support services. A funtl$2 million is anticipated to be spent during 2009
This integration will promote efficiencies and igpected to substantially reduce administrative
support costs over time.

* Inthe fourth quarter of 2008, Hewden announceek&uicturing of its nationwide depot network, with
the closure or merger of 22 depots. This restrugguncluded costs of approximately $2.5 million
which were incurred in 2008. A further $6 milliananticipated to be spent during 2009. The
organization structure was simplified to providgraater focus on the customer combined with
opportunities for cost savings.

* Inlight of the current market conditions, the UKo@Gp also further restructured their operations and
incurred restructuring costs of $0.5 million. Otierome / expenses in 2008 also included a $14.7
million pre-tax gain on the sale of certain prosriat Hewden, and Finning (UK)'s share of the €ost
related to the implementation of a new informatiechnology system for the Company’s global
operations.

In 2008, the UK Group contributed EBIT of $53.6 lioih, compared with $73.0 million in 2007. After
adjusting for the restructuring costs related whihsiness support integration, depot closuresgboiml
restructuring noted above, as well as the gairherptoperties sale, EBIT would have been $49.7anill
lower by 31.9% compared with last year. Excludingse same costs, EBIT as a percentage of revenue fo
the UK Group of 3.9% in 2008 was lower than thé/bachieved in 2007.

Discontinued Operations — Tool Hire Division

On July 31, 2007, the Company sold its Tool Hirgi§lon. This division is classified as discontinued
operations within the consolidated income statem&mtall periods presented prior to the dispositio

The table below provides details of the discontthaperations of the Tool Hire Division for the year
ended December 31, 2007, excluding the gain arsddosale:

For year ended December 31, 2007

(% thousands)

Revenue from external sources $ 113.3
Operating costs (82.2)
Depreciation and amortization (23.4)
Other expenses (8.0)
Earnings before interest and taxes $ (0.3)

Approximately 1,200 employees were transferred withsale of the Tool Hire Division.
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Corporate and Other Operations

For years ended December 31

($ millions) 2008 2007
Operating costs — corporate $ (25.8) $ (27.0)
Operating costs — mark to market and equity investm (20.9) (3.9)
Depreciation and amortization (0.2) —
Other expenses (1.3) —
Earnings before interest and taxes $ (48.2) $ (30.9)

For the year ended December 31, 2008, corporat@timg costs decreased to $25.8 million compared
with $27.0 million in 2007.

Equity earnings from the Company’s investment ierggst B.V. in 2008 were lower by $1 million
compared with 2007. The mark-to-market LTIP expenserred at the corporate level in 2008 was $16.0
million higher than in 2007. The Company enterdd ancompensation hedge at the end of 2007 which
offsets the mark-to-market impact relating to dertdock-based compensation plans. The 2007 balance
reflects the mark-to-market impact following théuadion of certain stock-based compensation plahe.
2008 balance primarily reflects the mark-to-masegiense of the compensation hedge which offsets the
LTIP mark-to-market gains recorded by the operatmgpanies. On a consolidated basis, the LTIP mark-
to-market impact, net of hedging costs, is minifoa2008.

Costs included in other expenses in 2008 relateedmplementation of a new information technology
system for the Company’s global operations.

Goodwill Impairment

Goodwill is assessed for impairment at the repgrtinit level at least annually. Any potential goaltiw
impairment is identified by comparing the fair valof a reporting unit to its carrying value. If thagr
value of the reporting unit exceeds its carryinpgagoodwill is considered not to be impairedhi
carrying value of the reporting unit exceeds its Yalue, a more detailed assessment must be @akeert
to determine the fair value of goodwill. A goodwithpairment charge is recognized to the extent titat
the reporting unit level, the carrying value of daadll exceeds its fair value.

The Company determines the fair value of the repgunit using a discounted cash flow model
corroborated by other valuation techniques suahaget multiples. The process of determining tHiase
values requires management to make estimates anthpsons including, but not limited to, projected
future sales, earnings and capital investmentpdisicrates, and terminal growth rates. Projectéaréu
sales, earnings, and capital investment are censigiith strategic plans presented to the Company’s
Board of Directors. Discount rates are based omdunstry weighted average cost of capital. These
estimates are subject to change due to uncertampetitive and economic market conditions or changes
in business strategies.

In the fourth quarter of 2008, the Company perfatg annual goodwill impairment test and determdine
that the carrying value of goodwill establishedtlo@ acquisition of Hewden in 2001 exceeded its
respective fair value. As a result, the Compangnmeed in other expenses a full goodwill impairment
charge of $151.4 million. The Company expects morfme tax deduction from this non-cash goodwill
impairment charge. The determination that thevialue of goodwill was less than its carrying value
resulted from a decline in market multiples. It veéso due to a reduction of fair value as deterohumgng
the discounted cash flow methodology, primarily ttua change in market assumptions principally from
the increasing economic uncertainty in the globatkat. Although the market conditions have changed
the fourth quarter of 2008, management believe€trapany’s strategy and rationalization efforts for
Hewden are sound.
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Earnings Before Interest and Taxes (EBIT)

On a consolidated basis, EBIT was $236.7 millioB®8. Gross profit increased 7.2% to $1,714.7
million in 2008 compared with 2007, and gross gnofargin (gross profit as a percentage of revenues)
was 28.6%, up from the prior year gross profit nragf 28.2%. However, the increase in gross prés
offset by higher SG&A costs, which were incurredrteet anticipated growth and customer demand
primarily in the mining sector, as well as costreases in both Western Canada and South America.

Results in 2008 included certain items that aresictiamed by the Company to be non-recurring. These
included the Hewden goodwill impairment chargetsoslated to the integration and transition of
Collicutt, business support and depot restructuciogts in the U.K., restructuring costs incurreabglly

by Finning in the fourth quarter of 2008 in ligtittbe current market conditions, partially offsgtthe

gains on the sale of certain properties in Hewdeljusting for these non-recurring items, EBIT f@03
would have been $405.8 million, 11.0% lower thamphior year. EBIT as a percentage of revenue would
have been 6.8%, compared with 8.0% for 2007.

EBIT by operation Major components of the annual EBIT variance were:
($ millions) ($ millions)
Twelve months ended December 31 5007 EBIT 455.8
s0- & ,  DOwo7Hzo08 Net change in operations (19.7)
3
= N Foreign exchange impact (25.8)
150 - § g . Hewden goodwill impairment charge (151.4)
: 2 Gain on sale of certain properties in Hewden 14.7
o Collicutt integration and start-up costs (12.6)
Ganada South America v Group Restructuring costs in the U.K. (20.3)
Excluding other operations — corporate head otiive Global restructuring costs (9.5)
goodwill impairment Lower LTIP costs 8.6
Other net expenses (13.1)
2008 EBIT 236.7

Finance Costs

Finance costs for the year ended December 31, @0$83.6 million were 14.8% higher than 2007. The
higher finance costs in 2008 were primarily duéigher debt in 2008 as a result of the acquisitibn
Collicutt, the repurchase of the Company’s comntwares as part of a normal course issuer bid, dsawel
to support the Company’s higher working capitaliegments.
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Provision for Income Taxes

Finning’s 2008 annual income tax expense was $ilibn (37.3% effective tax rate) compared with
$102.9 million (26.9% effective tax rate) for 200he higher effective tax rate in 2008 reflectauanber
of non-recurring items, primarily the goodwill impaent charge recorded in the fourth quarter of800
which is not deductible for tax purposes. Adjustiogthe non-recurring gains and costs discussed
throughout this MD&A, as well as the Hewden goodwilpairment charge, the effective tax rate would
have been approximately 20%. This is lower tharR0@/ effective tax rate as well as management’s
guidance of 25-30% for 2008 primarily due to tharoye in the Company’s earnings mix with
proportionately more income earned in lower taisplictions. In addition, the Company benefited from
tax adjustments resulting from the closure of prasly open tax years, lower capital tax rates appio
the sale of properties in the U.K., and a tax hénetognized on the wind up of Collicutt.

Net Income

Finning’s net income from continuing operation2008 was $96.0 million compared with $280.1 million
in 2007. Finning’s 2008 earnings included certéamis considered by the Company to be non-recurring.
These included a non-cash goodwill impairment obacgsts related to the integration of Collicutt,
business support and depot restructuring costseittK., as well as global restructuring costs iredi by
Finning in the fourth quarter of 2008 in light bietcurrent market conditions. These non-recurrogjc
were partially offset by gains on the sale of aarfaoperties in Hewden. Adjusting for these non-
recurring items, net income from continuing openasi would have been $257.8 million, 8.0% lower than
the 2007 level. The Company realized improved nmargi 2008 but this was more than offset by higher
costs to meet customer demand.

Basic EPS from continuing operations for the yewteel December 31, 2008 of $0.56 included a number
of non-recurring items as described above. Adjgdtie 2008 results for these non-recurring items,
including the goodwill impairment charge, basic B/A&uld have been $1.50 for the year ended December
31, 2008 compared with $1.57 in 2007, a decreadeb8b. The total negative impact due to the stronge
Canadian dollar in 2008 compared to the prior yeas approximately $0.10 per share.

Liquidity and Capital Resources

Management of the Company assesses liquidity mg@f Finning’s ability to generate sufficient cash
flow to fund its operations. Net cash flow is atlt by the following items:

* operating activities, including the level of acctaireceivable, inventories, accounts payable, renta
equipment, and financing provided to customers;

* investing activities, including acquisitions of cplementary businesses, divestitures of non-core
businesses, and capital expenditures; and

» external financing, including bank credit facilgiecommercial paper, and other capital market
activities, providing both short and long-term ficang.
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Cash Flow from Operating Activities

For the year ended December 31, 2008, cash flew afirking capital changes was $278.1 million, a
decrease from cash flow of $404.4 million generdastlyear. Throughout all operations, management
continues to focus on improving cash cycle times$ @perating efficiencies while ensuring appropriate
levels of working capital exist to support currantivity levels.

The Company made a net investment in rental as§8204.8 million during 2008, less than half of th
$474.6 million invested in 2007, and slightly belovanagement’s annual guidance given in the third
quarter of 2008 of $220 million to $250 million. kel investment moderated in 2008 compared to the
very high demand for rental assets in 2007, pddibuat the Company’s Canadian operations. With
utilization of rental assets decreasing in 2008taleexpenditures were reduced wherever possilale an
underutilized assets were sold.

Overall, cash flow generated by operating actisiti@s $72.7 million in 2008 which improved from the
use of cash from operating activities of $56.7 inillin 2007.

Free cash flow (before dividends) is defined a$ ¢msv provided by operating activities less nepital
expenditures, discussed below. The Company’s fisk iow (before dividends) for 2008 was $23.2
million, below the annual guidance provided of $120 million primarily due to the timing of cash
receipts and higher inventory levels than expertetbuth America to support deliveries in early 200

Cash Used For Investing Activities

Net cash used in investing activities in 2008 teth$198.1 million compared with cash provided by
investing activities of $181.3 million in 2007. Themary use of cash in 2008 related to the actjoisdf
Collicutt for $135.8 million, net of cash receivéithe primary source of cash in 2007 was the netgads
of $242.9 million received on the sale of the THak division in the U.K.

Gross capital additions for the year ended Decer@bge2008 were $100.4 million compared with $74.2
million for the year ended December 31, 2007. Nital expenditures in 2008 of $49.5 million were
slightly below management’s annual guidance givetiié third quarter of 2008 of $60 million to $75
million due to further delays in certain capitabjgcts. The capital additions in 2008 and 200 & cefl
general capital spending to support operationsit@aditions in 2008 also included capitalizedtso
related to the Company’s new global informationays and capital additions in the prior year also
included the capitalization of certain costs raeldtethe development of Hewden’s new information
system. The Company has committed to pay approgign@ié million over the next three years for
consulting and implementation support for the neferimation technology system solution for its globa
operations.

Investing activities in 2008 included approximat®8.6 million in proceeds on the sale of vehicles a
Hewden. These vehicles were subsequently leasédulpaer an operating lease.

In 2008, the Company increased its investment iergyst B.V. by $11.5 million, increasing its equity
investment to 25.4%. In both 2008 and 2007, the o1 acquired one Cat Rental Store for $1.3 million
and $2.7 million, respectively. Also in 2007 then@many paid proceeds of approximately $4.1 million o
the settlement of foreign currency forwards thatdesl foreign subsidiary investments.

The Company believes that internally generated ttash supplemented by borrowing from existing
financing sources, if necessary, will be sufficiemteet anticipated capital expenditures and atagh
requirements in 2009. Management believes tha2@8 results will by highlighted by stronger cash
generation as working capital requirements areaediuexpenditures on equipment for the rentaldlaet
significantly reduced, and capital expendituresaatérely managed, depending on business condjtions
over the course of the year. At this time, the Canypdoes not reasonably expect any presently known
trend or uncertainty to affect our ability to accesir historical sources of cash.
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Financing Activities

As at December 31, 2008, the Company’s short amgHerm borrowings totalled $1.6 billion, an insea
of $430.0 million, or 36.5% since December 31, 2@@¥inarily to support the acquisition of Collicatbd
the repurchase of common shares as part of a naouede issuer bid, as well as support the Comgany’
higher working capital requirements.

To complement the internally generated funds frgarating and investing activities, the Company has
approximately $1.3 billion in unsecured credit fiéieis. Included in this amount, Finning has contett
bank facilities totalling approximately $870 milliavith various Canadian and U.S. financial insiitns.
The largest of these facilities ($800 million) msglace until December 2011. As at December 318200
over $300 million was available under these comadifacilities and no term debt matures until Decemb
2011. Availability of these facilities, seasonaéds for working capital, and the discretionary rainf
some of the outflows like rental additions and shauybacks mean that the Company has sufficient
liquidity to meet operational needs in the forebéméuture.

Longer-term capital resources are provided by tisecess to capital markets. The Company is rated b
both Standard & Poor’s (S&P) and Dominion Bond Rgitservice (DBRS). In 2008, the Company’s
long-term debt rating was upgraded to A (low) byRB and was confirmed at BBB+ by S&P. The
Company’s short-term debt rating was reconfirme®BRS at R-1 (low). The Company continues to
utilize the Canadian commercial paper market as aggborrowings under its credit facilities as its
principal sources of short-term funding in Canalde&e Company’s commercial paper program is
backstopped by the global syndicated credit fgcilit February 2008, the maximum authorized linfit o
the Company’s commercial paper program was incceiieen $500 million to $600 million.

In May 2008, the Company issued two unsecured Mediarm Notes (MTN). The 5-year, $250 million
MTN has a coupon interest rate of 5.16% per anmpayable semi-annually commencing September 3,
2008. The 10-year, $350 million MTN has a coupderiest rate of 6.02% per annum, payable semi-
annually commencing December 1, 2008. Proceedstiese issuances were used for debt repayment,
including the repayment of the Company's existia@@million 7.40% MTN which matured in June 2008
as well as outstanding commercial paper borrowings.

Financing activities in 2008 also included a payh@$8.9 million on the settlement of a derivatihat
hedged future cash flows associated with the neMBuances noted above.

In 2007, an additional pension payment of $17.lionilwas made to fund the UK pension plans as ajgree
at the time of the sale of the Materials Handlingi€on. In addition, the Company repurchased
previously securitized receivables for cash of dion.

As a result of the Board’s confidence in the futeaenings for the Company and its ongoing commitmen
to the return of value to its shareholders, the gamy increased its quarterly dividend in May 2098 b
one cent to eleven cents per common share. Asli, rélwidends paid to shareholders increased 0820
by $9.5 million to $74.0 million.

The Company has an active share repurchase prograifiect until July 8, 2009. For the year ended
December 31, 2008, the Company repurchased anél=h8,901,842 common shares at an average
price of $24.99 for an aggregate amount of $147lkom For the year ended December 31, 2007, the
Company repurchased and cancelled 3,691,400 corsh@as at an average price of $27.82 for an
aggregate amount of $102.7 million.

The Company’s overall net debt to total capital@aratio was 48.9% at the end of 2008, compared wi
40.8% at the end of 2007. This ratio is higher tthenprior year due to the higher debt in 2008ngrily

as a result of the acquisition of Collicutt and tepurchase of the Company’s common shares asfpart
normal course issuer bid. The non-cash goodwillaimmpent charge did not have a significant impact on
the net debt to total capitalization ratio.

26



Finning International Inc.
Fourth Quarter and Annual 2008 Results

Contractual Obligations
Payments on contractual obligations in each ohthé five years and thereafter are as follows:

($ millions) 2009 2010 2011 2012 2013 Thereafter Total
Long-term debt
- principal repayment $ 26 % 34 $ 5570 $ —$ 504.9 $ 3500 $ 14179
- interest 63.3 63.2 63.1 47.2 47.2 4.89 378.8
Operating leases 71.2 63.2 49.7 31.7 235 150.8 390.1
Capital leases 26.3 6.8 1.2 1.1 1.1 714, 51.2

Total contractual obligations $ 1634 $ 136.6 %710 $ 80.0 $ 576.7 $ 6103 $ 2,238.0

The above table does not include obligations ta fo@nsion benefits, although the Company is making
regular contributions to their registered definedéfit pension plans in Canada and the UK in oraer
fund the pension plans as required. Contributiguirements are based on periodic (at least tri&nnia
actuarial funding valuations performed by the Cony&(or plan Trustees’) actuaries. For 2008,
approximately $50 million was contributed towarde Company’s defined benefit pension plans.
Currently, the Company is committed to maintaimnailar level of funding during 2009. However, the
decreases in security values in global financialkeis in the latter part of 2008 will likely increa
required pension funding levels in 2010. The amadiimicrease will be determined over the next 12-18
months as new funding valuations are performed thi¢ resulting new funding requirements likely to
come into effect commencing in 2010. Managementigates any increase in funding requirements will
be manageable.

Off-Balance Sheet Arrangement

In 2002, the Company entered into an arrangemehsald a $45.0 million co-ownership interest in a
pool of eligible non-interest bearing trade recblea to a multi-seller securitization trust (theust”), net
of overcollateralization. Under the terms of theeggnent, which expired on November 29, 2007, the
Company could sell co-ownership interests of uplt0.0 million on a revolving basis. The Company
retained a subordinated interest in the cash flmgsng from the eligible receivables underlying th
Trust’s co-ownership interest. The Trust and itestors did not have recourse to the Company’s othe
assets in the event that obligors failed to payutiderlying receivables when due. Pursuant to the
agreement, the Company serviced the pool of underhgceivables.

On the expiry date, the Company terminated theveoeoship interests, ceased all securitizationsof it
accounts receivable, and repurchased previousiyiteed receivables for cash of $45.0 million.

For the 2007 period up to the repurchase of theivables held by the Trust, the Company recognézed
pre-tax loss of $1.&illion relating to these transfers. In 2007, preate from revolving reinvestment of
collections were $451 Sillion.

Employee Share Purchase Plan

The Company has an employee share purchase plas @anadian employees. Under the terms of this
plan, eligible employees may purchase common sludrte® Company in the open market at the current
market price. The Company pays a portion of thelpase price to a maximum of 2% of employee
earnings. At December 31, 2008, 62% of Canadiari@maps were contributing to this plan. The
Company has an All Employee Share Purchase OwipePsan for its employees in Finning (UK) and
Hewden. Under the terms of this plan, employees coayribute up to 10% of their salary to a maximum
of £125.00 per month. The Company will provide coenmon share, purchased in the open market, for
every three shares the employee purchases. At Deredth, 2008, 26% and 13% of eligible employees in
Finning (UK) and Hewden, respectively, were conttilhg to this plan. These plans may be cancelled by
Finning at any time.
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Accounting Estimates and Contingencies
Accounting, Valuation and Reporting

Changes in the rules or standards governing acicguedn impact our financial reporting. The Company
employs professionally qualified accountants thramg its finance group and all of the operating uni
financial officers have a reporting relationshighe Chief Financial Officer (CFO). Senior finarcia
representatives are assigned to all significanepts that impact financial accounting and repartin
systems. Policies are in place to ensure complssegred accuracy of reported transactions. Key
transaction controls are in place, and there egaegation of duties between transaction initigtion
processing, and cash receipt or disbursement,bemd is restricted physical access to the Treamsualy
cash settlements area. Accounting, measuremengtiai, and reporting of accounts, which involve
estimates and / or valuations, are reviewed qugigrthe CFO and the Audit Committee of the Boafd
Directors. Significant accounting and financialittgpand issues are presented to and discussedheith
Audit Committee.

Management’s discussion and analysis of the Conmipéimancial condition and results of operations ar
based on the Company’s consolidated financial rsiates, which have been prepared in accordance with
Canadian GAAP. The Company’s significant accoungialicies are contained in Note 1 to the
consolidated financial statements. Certain of tipedieies require management to make estimates and
assumptions that affect the reported amounts etgdgbilities, revenues, expenses, and disatostir
contingent assets and liabilities. These policiay require particularly subjective and complex jundgts
to be made as they relate to matters that areentigruncertain and because the likelihood thaenwedty
different amounts could be reported under diffecamditions or using different assumptions. The
Company has discussed the development, selectidrg@plication of its key accounting policies, dne
critical accounting estimates and assumptions itmneglve, with the Audit Committee. The more
significant estimates include: fair values for gadtimpairment tests, allowance for doubtful acots;
provisions for inventory obsolescence, reservesvlaranty, provisions for income tax, the deterrtiora
of employee future benefits, the useful lives & tantal fleet and related residual values, casts@ated
with maintenance and repair contracts, and prowssfor restructuring costs.

A significant portion of goodwill recorded on therssolidated balance sheets related to the Company’s
investment in Hewden Stuart plc (Hewden), acquine2D01. The Company performs impairment tests on
its goodwill balances on at least an annual bas#s avarranted by events or circumstances. Duhag t
year, the Company performed its assessment of gbdwestimating the fair value of operations to

which the goodwill relates using the present valiexpected discounted future cash flows. The Camppa
determined that the fair value of Hewden was Ikas its book value, primarily due to the highertads
capital assumptions in the valuation methodologftecting year-end market conditions. As a reshé,
Company recorded a full goodwill impairment chao§&151.4 million. The goodwill impairment charge

is non-cash in nature and does not affect the Cogipéiquidity, cash flows from operating activisieor

debt covenants and will not have an impact on &utperations.

Due to the size, complexity, and nature of the Camy{s operations, various legal and tax matters are
pending. In the opinion of management, none ofameatters will have a material effect on the
Company’s consolidated financial position or resolt operations.

Income Taxes

The Company exercises judgment in estimating tbeigion for income taxes. Provisions for federal,
provincial, and foreign taxes are based on thee@sge laws and regulations in each jurisdictiothwi
which the Company operates. These complex lawsemdations are potentially subject to different
interpretation between the Company and the resgetak authority. Due to the number of variables
associated with the differing tax laws and regoladiacross the multiple jurisdictions, the precisaod
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reliability of the resulting estimates are subjectincertainties and may change as additional rimdion
becomes known.

Future income tax assets and liabilities are coseprdf the tax effect of temporary differences leetv
the carrying amount and tax basis of assets ahtlities as well as the tax effect of undeductedltsses,
and are measured according to the income tax latigtexpected to apply when the asset is reabzed
liability settled. Assumptions underlying the comsfiimn of future income tax assets and liabiliiiedude
estimates of future results of operations andithang of reversal of temporary differences as vaslthe
tax rates and laws in each respective jurisdictiotime time of the expected reversal. The composaf
future income tax assets and liabilities is reabbnigkely to change from period to period due e t
uncertainties surrounding these assumptions.

Description of Non-GAAP Measure

EBIT is defined herein as earnings from continwopgrations before interest expense, interest income
and income taxes and is a measure of performaiizedty management to measure and evaluate the
financial performance of its operating segmentis #iso a measure that is commonly reported adelwi
used in the industry to assist in understandingcamaparing operating results. EBIT does not hawe an
standardized meaning prescribed by GAAP and igfber unlikely to be comparable to similar measures
presented by other issuers. Accordingly, this meashould not be considered as a substitute or
alternative for net income or cash flow, in eackecas determined in accordance with GAAP.

A reconciliation between EBIT and net income froomiinuing operations is as follows:

For years ended December 31

($ millions) 2008 2007
Earnings from continuing operations before interiestome taxes, and goodwill

impairment charge $ 388.1 $ 455.8
Goodwill impairment (151.4) —
Earnings from continuing operations before inteegst income taxes (EBIT) 236.7 455.8
Finance costs (83.6) (72.8)
Provision for income taxes (57.1) (102.9)
Net income from continuing operations $ 96.0 $ 280.1

Finning’s 2008 earnings included certain items atered by the Company to be non-recurring. These
included a non-cash goodwill impairment chargetsosated to the integration of Collicutt, busses
support and depot restructuring costs in the LaKwell as global restructuring costs incurred ioyiRg
in the fourth quarter of 2008 in light of the curtenarket conditions. These non-recurring costewer
partially offset by gains on the sale of certaiogarties in Hewden.

A reconciliation between Basic EPS and Adjusted®BPS, reflecting the per share impact of the non-
recurring items noted above, is as follows:

For years ended December 31 Three months ended Twelve months ended
($ millions) December 31, 2008 December 31, 2008
Basic earnings (loss) per share $ (0.63) $ 0.56
Per share impact of non-recurring items
Goodwill impairment charge 0.89 0.88
Other non-recurring items 0.07 0.06
Adjusted basic earnings per share 0.33 1.50
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Risk Management

Finning and its subsidiaries are exposed to mafiketncial, and other risks in the normal courséheir
business activities. The Company has adopted aritige Risk Management (ERM) approach in
identifying, prioritizing, and evaluating risks. iIBFEERM framework assists the Company in managing
business activities and risks across the organizati order to achieve the Company’s strategicalyjes.

The Company is dedicated to a strong risk managecutre to protect and enhance shareholder value.
The processes within Finning's risk managementtfanare designed to ensure that risks are properly
identified, managed, and reported. The Companyaties all of its key risks in its most recent Annua
Information Form (AIF) with key financial risks alsncluded herein. On a quarterly basis, the Compan
assesses all of its key risks and any changesytéiriancial or business risks are disclosed in the
Company’s quarterly MD&A. On a quarterly basis, #iiedit Committee reviews the Company’s process
with respect to risk assessment and managememetyaidks, including the Company’s major financial
risks and exposures and the steps taken to mamtbcontrol such exposures. Changes to the key risk
are also reviewed by the Audit Committee.

Financial Derivatives

The Company uses various financial instruments asdhterest rate swaps, forward foreign exchange
contracts, and collars as well as foreign curredetyt to manage its foreign exchange exposuresesite
rate exposures, and stock-based compensation egehsch fluctuate with share price movements (see
Notes 3 and 4 of Notes to the Consolidated FinaSt&ements). The Company uses derivative finhncia
instruments only in connection with managing redaisk positions and does not use them for trading
speculative purposes.

The Company continually evaluates and manages aissaciated with financial derivatives, which
includes counterparty credit exposure.

Financial Risks and Uncertainties
LiQuiDITY RISK

Liquidity risk is the risk that the Company will nbe able to meet its financial obligations as tfadlydue.
The Company’s approach to managing liquidity ieisure, as far as possible, that it will alwaysehav
sufficient cash flows to fund its operations andneet its liabilities when due, under both normral a
stressed conditions. The Company also maintainaineredit facilities which can be drawn upon as
needed.

Financing arrangements

The Company will require capital to finance itsuitg growth and to refinance its outstanding debt
obligations as they come due for repayment. Ifcheh generated from the Company’s business, tagethe
with the credit available under available banklfaes, is not sufficient to fund future capital
requirements, the Company will require additionahtdor equity financing in the capital markets. The
Company’s ability to access capital markets on seitmat are acceptable will be dependent upon
prevailing market conditions, as well as the Conyfmfuture financial condition. Further, the Comgan
ability to increase its debt financing may be leditoy its financial covenants or its credit rating
objectives. Although the Company does not antieiety difficulties in raising necessary funds ia th
future, there can be no assurance that capitabeiddvailable on suitable terms and conditionshair
borrowing costs and credit ratings will not be adedy affected. In addition, the Company’s current
financing arrangements contain certain restriatieeenants that may impact the Company’s future
operating and financial flexibility.

30



Finning International Inc.
Fourth Quarter and Annual 2008 Results

CREDIT RISK

Credit risk is the risk of financial loss to ther@pany if a customer or counterparty to a financial
instrument fails to meet its contractual obligatipand arises principally from the Company’s reakigs
from customers, instalment notes receivables, anigative counterparties. The Company has a large
diversified customer base, and is not dependeangrsingle customer or group of customers. Creshkt r
is minimized because of the diversification of @@mpany’s operations as well as its large custdrase
and its geographical dispersion. Although thenasigally no significant concentration of credit rigkated
to the Company’s position in trade accounts or hiodeeivable, the Company does have a certain elegre
of credit exposure arising from its derivative gaots and investments. There is a risk that copatges
to these derivative contracts and investments neégudt on their obligations. However, the Company
minimizes this risk by ensuring there is no excassbncentration of credit risk with any single
counterparty, by active credit management and raong, and by dealing only with financial institoris
that have a credit rating of at least A- from S&fl & (low) from DBRS.

MARKET RISK

Market risk is the risk that changes in marketgsicsuch as foreign exchange rates and interestwait
affect the Company’s income or the value of itdimads of financial instruments. The objective ofrked
risk management is to manage and control marlkeesposures within acceptable parameters.

The Company buys and sells derivatives in the argicourse of business, and also incurs financial
liabilities, in order to manage market risks. Alch transactions are carried out within the gunbsiset
by the Company’s Global Hedging Policy approvedHhsyAudit Committee.

Currency Risk

The Company is geographically diversified, withrigant investments in several different countriéise
Company transacts business in multiple currentiesmost significant of which are the U.S. dollar
(USD), the Canadian dollar (CAD), the U.K. pounerlshg (GBP), and the Chilean peso (CLP). As a
result, the Company has foreign currency exposiitenespect to items denominated in foreign
currencies. The three main types of foreign exchargk of the Company can be categorized as follows

Investment in Foreign Operations

All of the Company’s foreign operations are consideself-sustaining. Accordingly, assets and
liabilities are translated into Canadian dollarmmgshe exchange rates in effect at the balancetshe
dates. Any unrealized translation gains and loaeesecorded as an item of comprehensive income and
accumulated other comprehensive income.

It is the Company’s objective to manage its exp@sarcurrency fluctuations arising from its foreign
investments. The Company has hedged a portios &rieign investments through foreign currency
denominated loans and other derivative contraaty.echange gains or losses arising from the
translation of the hedging instruments are recqrdetlof tax, as an item of comprehensive inconte an
accumulated other comprehensive income. Cumulatimeency translation adjustments, net of gains or
losses of the associated hedging instrumentseaognized in net income when there is a reduction i
the Company’s net investment in the self-sustaifomgign operations. A 5% hypothetical strengthgnin
of the Canadian dollar relative to all other cudies from the December 2008 month end rates,
assuming the same current level of hedging instrisp@vould result in an after-tax deferred unresliz
loss of approximately $29 million.

Transaction Exposure

Many of the Company’s operations purchase, seit, Bnd lease products as well as incur costs
throughout the world using different currenciesislinismatch of currencies creates transactional
exposure at the operational level, which may affieetCompany’s profitability as exchange rates
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fluctuate. It may also impact the Company’s contpetiposition as relative currency movements affect
the business practices and/or pricing strategidseoCompany’s competitors.

It is the Company’s objective to manage the imp@etxchange rate movements and volatility in result
Each operation manages the majority of its transaak exposure through sales pricing policies and
practices. The Company also enters into forwardhamxge contracts to manage residual mismatches in
foreign currency cash flows. As a result, the fgneexchange impact on earnings with respect to
transactional activity is not significant.

Translation Exposure

The most significant foreign exchange impact onGbenpany’s net income is the translation of foreign
currency based earnings into Canadian dollars espgrting period. All of the Company’s foreign
subsidiaries report their operating results in@uncies other than the Canadian dollar. Therefore,
exchange rate movements in the U.S. dollar and pokind sterling relative to the Canadian dollat wil
impact the consolidated results of the South Anaerignd U.K. operations in Canadian dollar terms. In
addition, the Company’s Canadian results are ingobloy the translation of their U.S. dollar based
earnings. Some of the Company’s earnings translaposure is offset by interest on foreign curyenc
denominated loans and derivative contracts assuotwith the net investment hedges.

Sensitivity to variances in foreign exchange rates

The sensitivity of the Company’s net earnings ttilations in average annual foreign exchange raites
summarized in the table below. A 5 percent stresmgtig of the Canadian dollar against the following
currencies for a full year relative to the DecemBEr2008 month end rates would increase / (degyeas
annual net income by the amounts shown below. dindysis assumes that all other variables, in
particular volumes, relative pricing, interest satend hedging activities are unchanged.

Increase (decrease) in annual net income

Currency December 31, 2008 month end rates $ millions
uUsD 1.2246 (22)

GBP 1.7896 )]

CLP 0.0019 1

The sensitivities noted above ignore the impaexaehange rate movements on other
macroeconomic variables, including overall levdldemand and relative competitive advantages.
If it were possible to quantify these impacts, tbgults would likely be different from the
sensitivities shown above.

Interest Rate Risk

The Company’s interest bearing financial assetspeim® instalment note receivables, which bear @ster
at a fixed rate. The Company’s debt portfolio coisgs both fixed and floating rate debt instrumewntt)
terms to maturity ranging up to ten years. In refato its debt financing, the Company is exposed t
potential changes in interest rates, which maye#us Company’s borrowing costs to fluctuate. Fiapt
rate debt exposes the Company to fluctuationsantgbrm interest rates, while fixed rate debt esgm
the Company to future interest rate movements upefmancing the debt at maturity. Fluctuations in
current or future interest rates could result material adverse impact on the Company’s finaneisiilts
by causing related finance expense to rise. Furtherfair value of the Company’s fixed rate debt
obligations and the mark-to-market on the crossecuy interest rate swaps may be negatively affieaye
changes in interest rates, thereby exposing thep@oynto potential losses on early settlements or
refinancing. The Company minimizes its interest r&gk by balancing its portfolio of fixed and ftogy
rate debt, as well as managing the term to matafitts debt portfolio. At certain times the Compgan
utilizes derivative instruments such as interets savaps to adjust the balance of fixed and flgatate
debt to appropriately determined levels.
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Commodity Prices

The Company’s revenues can be indirectly affectefiugtuations in commodity prices; in particular,
changes in views on long-term commodity priceCémada, commodity price movements in the forestry,
metals, coal, and petroleum sectors can have aacihgm customers’ demands for equipment and
customer service. In Chile and Argentina, significBuctuations in the price of copper and gold baxe
similar effects, as customers base their capitaépditure decisions on the long-term outlook fotatse

In the U.K., changes to prices for thermal coal nmagact equipment demand in that sector. Signitican
fluctuations in commodity prices could result imaterial adverse impact on the Company’s financial
results. With significantly lower commodity priceemand is reduced as development of new projects i
slowed or stopped and production from existingguty can be curtailed, both leading to less derfand
equipment. However, product support growth has baed will continue to be, important in mitigating
the effects of downturns in the business cycleniffigis customer support services revenues typically
contribute higher gross margins than new equipreaies.

Stock -BASED COMPENSATION RISK

Stock-based compensation is an integral part o€ttrapany’s compensation program, and can be in the
form of the Company’s common shares or cash paysibat reflect the value of the shares. Since
Canadian GAAP require certain stock-based compiemsatich is accounted for as liability-based
awards to be recorded on a mark-to-market basmspensation cost can vary significantly as the poice
the Company’s common shares changes. The Compargntered into a derivative contract to manage
this potential exposure, called a Variable Rate&Rkarward (VRSF).

A 5% strengthening or weakening in the Companyaalprice as at December 31, 2008, all other
variables remaining constant, would have increasatkcreased net income by approximately $0.9
million as a result of revaluing certain of the Gmany’s stock-based compensation. As the Company’s
share price changes, the mark-to-market impadieictk® the stock-based compensation liability is
effectively offset by the mark-to-market impactateld to the VRSF.

Controls and Procedures Certification
Disclosure Controls and Procedures

Management is responsible for establishing and taiaing a system of controls and procedures ower th
public disclosure of financial and non-financialanmation regarding the Company. Such controls and
procedures are designed to provide reasonableassuthat all relevant information is gathered and
reported to senior management, including the Gbxefcutive Officer (CEO) and Chief Financial Officer
(CFO), on a timely basis so that appropriate dexscan be made regarding public disclosure.

The CEO and the CFO, together with other membensasfagement, have designed the Company’s
disclosure controls and procedures in order toidereasonable assurance that material information
relating to the Company and its consolidated sudnses would have been known to them, and by others
within those entities.
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The Company has a Disclosure Policy and a Discbo®ammittee in place to mitigate risks associated
with the disclosure of inaccurate or incomplet®infation, or failure to disclose required infornoati

» The Disclosure Policy sets out accountabilitiesharized spokespersons, and Finning’s approach to
the determination, preparation, and disseminatfanaterial information. The policy also defines
restrictions on insider trading and the handlingaifidential information.

» A Disclosure Committee, consisting of senior managat and external legal counsel, review all
financial information prepared for communicatiorttie public to ensure it meets all regulatory
requirements and is responsible for raising alétaunding issues it believes require the attentiadhe
Audit Committee prior to recommending disclosuretfmt Committee’s approval.

Internal Control over Financial Reporting

Management is responsible for establishing and taiaing adequate internal control over financial
reporting. Management have designed internal cbower financial reporting to provide reasonable
assurance regarding the reliability of financigdaging and the preparation of financial statememnts
accordance with Canadian GAAP. There has been arogehin the design of the Company’s internal
control over financial reporting during the quareded December 31, 2008, that would materiallycaff
or is reasonably likely to materially affect, ther@pany’s internal control over financial reporting.

Evaluation of Effectiveness

As required by National Instrument 52-1@rtification of Disclosure in Issuers’ Annual alderim

Filings (NI 52-109) issued by the Canadian Securitiesleggry authorities, an evaluation and testing of
the effectiveness of the design and operationefdbmpany’s disclosure controls and procedures and
internal control over financial reporting were cantéd as of December 31, 2008, by and under the
supervision of management, including the CEO an® Q& making the assessment of the effectiveness of
the Company’s internal control over financial rapa, management used the criteria set forth by the
Committee of Sponsoring Organizations of the Tread@ommission (COSO) imternal Control —
Integrated FrameworKkThe evaluation included documentation review,ugmegs, and other procedures
considered by management to be appropriate initbenastances.

Based on that evaluation, the CEO and CFO havduaent that the Company’s disclosure controls and
internal control over financial reporting were etige as of December 31, 2008.

Regular involvement of Internal Audit and quartedyporting to the Audit Committee and the Company’s
external auditors assists in providing reasonasdeir@nce that the objectives of the control system

met. While the officers of the Company have degigihe Company’s disclosure controls and procedures
and internal control over financial reporting, treypect that these controls and procedures may not
prevent all errors and fraud. A control systempraiter how well conceived or operated, can onlyigi®
reasonable, not absolute, assurance that the migeci the control system are met.
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Selected Quarterly Information

$ millions, except for share

and option data 2008 2007
Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1

Revenué?

Canada $ 8260 $ 7489 $ 8491 $ 7929 $ 750.3 3906 $ 846.4 $ 699.6

South America 464.3 389.7 340.7 306.9 348.0 317.4 21.63 338.6

UK Group 276.4 324.6 341.5 330.4 361.2 371.8 329.6 337.8
Total revenue $1566.7 $ 14632 $1,531.3 $ 1430 $1,459.5 $1,329.1 $1,497.6 $1,376.0
Net income (loss{P @

from continuing operations $ (106.8) $ 648 $67.2 $ 708 $ 705 $ 63.6 $ 753 $ 707
from discontinued operations — — — — — — (1.2) (0.8)
Total net income $(1068) $ 648 $ 672 9$70.8 $ 705 $ 636 $ 74.1 $ 69.9
Basic Earnings (Loss) Per Sh&é? @

from continuing operations $ (063) $ 038 $3%. $ 041 $ 040 $ 035 $ 042 $ 0.39
from discontinued operations — — — — — — (0.01) —
Total basic EPS $ (063) $ 038 $ 039 $ 041 $ 040 $ 035 $ 041 $ 0.39
Diluted Earnings (Loss) Per Shatd? @

from continuing operations $ (062) $ 037 $3%0. $ 0.40 $ 039 $ 035 $ 042 $ 0.39
from discontinued operations — — — — — — (0.01) —
Total diluted EPS $ (062) $ 037 $ 039 $ 040 $ 039 $ 035 $ 041 $ 0.39
Total asset) $ 47204 $ 46044 $ 46038 $4,527.8 $ 4,134$24,079.7 $ 4,434.4 $ 4,386.2
Long-term debt

Current $ 26 $ 25 $ 1005 $ 2159 $ 2157 $ 2046 2041 $ 2.2

Non-current 1,410.7 1,313.1 1,121.8 605.7 590.4 554.5 600.6 753.8
Total long-term debf) $ 14133 $13156 $1,222.3 $ 8216 $ 806.1 $8.775$ 8047 $ 756.0
Cash dividends paid per common
share® $ 011 $ 011 $ 011 _$ 0.10 $ 010 $ 009 $ 0.09 08
Common shares outstanding
(000's)® 170,445 171,356 172,692 172,623 176,132 178,521 9,601 179,272
Options outstanding (000’8} 6,037 6,200 6,343 4,576 4,656 4,737 34,9 3,606

(1) On January 15, 2008 the Company’s Canadiaratipas purchased Collicutt Energy Services Ltd. fdseilts of operations and
financial position of Collicutt are included in t2808 figures above.

On July 31, 2007, the Company’s U.K. subsidiarywHen Stuart Plc, sold its Tool Hire Division. Resdtom the Tool Hire

Division qualify as discontinued operations andenbeen reclassified to that category for all pexipeesented. Included in the loss
from discontinued operations in the third quarfe2@07 is the after-tax gain on the sale of thelHice Division of $0.1 million.
Restructuring and other costs associated with idgodition of $2.0 million after tax were recordadhe second and third quarters of
2007. Revenues from the UK Tool Hire Division h#eesn excluded from the revenue figures above. Adsan the Tool Hire
Division have been included in the total assetsrég for periods prior to their sale.

(2) The Company performed its annual goodwill imneint review in the fourth quarter of 2008 and daieed that the fair value of
Hewden was less than its book value, which inclugleetwill on acquisition. As a result, the Compaagorded a full goodwill
impairment of $151.4 million for Hewden in the ftuquarter of 2008. The goodwill impairment chaigaon-cash in nature and
does not affect the Company’s liquidity, cash fldvesn operating activities, or debt covenants andadt expected to have any
adverse impact on future operations. The Compapga@s no income tax deduction from this charge.

(3) On May 9, 2007, the Company’s shareholdersaygat a split of the Company’s outstanding commanreshon a two-for-one
basis. Each shareholder of record at the closesifibss on May 30, 2007, received one additiorealesfor every outstanding share
held on the record date. All share and per-shaweltave been adjusted to reflect the stock splitiig 2008, the Company
repurchased 5,901,842 common shares at an avaiagep$24.99 as part of a normal course isswkruring 2007, 3,691,400
common shares were repurchased at an averageopfe.82.

Earnings per share (EPS) for each quarter hasdmeputed based on the weighted average numbeasissued and outstanding
during the respective quarter; therefore, quar@mypunts may not add to the annual or year-to-idéaé

(4) In the second quarter of 2008, the Compasiyeid two unsecured Medium Term Notes (MTN); a jiear $250 million MTN
and a 10 year $350 million MTN. Proceeds from tlisseances were used for debt repayment, inclutimgepayment of a $200
million MTN which expired in June 2008 as well agsianding commercial paper borrowings.
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New Accounting Pronouncements
Changes Adopted in 2008

Effective January 1, 2008, the Company adoptedaifeving new accounting standards issued by the
Canadian Institute of Chartered Accountants (CIC8g&ction 3031nventories Section 3862Financial
Instruments — Disclosureand Section 3863F;inancial Instruments — Presentatiohhe principal changes
related to these standards are described below.

(i) Inventories

The new standard provides more guidance on theurezasnt and disclosure requirements for
inventories. Specifically the new pronouncementnes inventories to be measured at the lower sf co
and net realizable value, and provides guidanddenletermination of cost and its subsequent rattogn
as an expense, including any write-down to neizable value.

The new standard has been applied prospectivatprdingly comparative periods have not been redtate
However, prior period financial statements retrovaty reflect the classification of external unbdl

service work in progress, which was previously enésd in inventory. Adjustments to the previous
carrying amount of inventories have been recognazedn adjustment of the balance of retained egsnin
as at January 1, 2008.

As at January 1, 2008, the impact on the conse@ldlatlance sheet as a result of the adoption séthe
standards was an increase in inventory of $8.7anijllan increase in future income tax liability®#.4
million; and an increase in retained earnings o8%$8illion.

The effect on net income for the year ended Dece®be?2008 as a result of adopting the new stanidard
not material.

Details of the specific impact of these standardthe Company are disclosed in Note 1 to the Coripan
Consolidated Interim Financial Statements

(i) Financial Instrument Disclosures

Section 386Financial Instruments — Disclosuresd Section 386Binancial Instruments — Presentation
together comprise a complete set of disclosurepagskentation requirements that revise and enhance
current disclosure requirements for financial imstents, as discussed further in Note 4 to the dnladed
financial statements. Section 3862 requires discief additional detail by financial asset antiliy
categories. Section 3863 establishes standargsdeentation of financial instruments and non-faiain
derivatives. It deals with the classification afdncial instruments, from the perspective of thees,
between liabilities and equity, the classificatafirelated interest, dividends, losses, and gaing,the
circumstances in which financial assets and firdn@bilities are offset.

Future Accounting Pronouncements

(a) Goodwill and Intangible Assets

In February 2008, the CICA issued Section 3@dodwill and Intangible Asseteeplacing Section 3062,
Goodwill and Other Intangible Assedad Section 345®esearch and Development Codtise new
pronouncement establishes standards for the recmgnineasurement, presentation, and disclosure of
goodwill subsequent to its initial recognition asfdntangible assets by profit-oriented enterprises
Standards concerning goodwill are unchanged franstaAndards included in the previous Section 3062.
This Section is effective in the first quarter ®08, and the new standard does not have a matapatt

on the Company’s consolidated financial statements.
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(b) Business Combinations
In January 2009, the CICA issued Section 1E&iness CombinationSection 1601Consolidations
and Section 1602yon-controlling InterestsThese new standards are harmonized with Intemeiti
Financial Reporting Standards (IFRS). Section 1§@tifies a number of changes, including: an
expanded definition of a business; a requirementdgasure all business acquisitions at fair value; a
requirement to measure non-controlling interestaiat/alue; and a requirement to recognize actjaisi
related costs as expenses. Section 1601 estabiishstandards for preparing consolidated financial
statements. Section 1602 specifies that non-cadingahterests be treated as a separate compohent o
equity, not as a liability or other item outsideegfuity. The new standards will become effectivéGi 1.
Early adoption is permitted.

(c) Convergence with International Financial ReportingStandards

In February 2008, Canada’s Accounting Standardsdoanfirmed that Canadian GAAP, as used by
public companies, will be converged with InternatibFinancial Reporting Standards (IFRS) effective
January 1, 2011. The transition from Canadian GAAR-RS will be applicable for the Company for the
first quarter of 2011 when the Company will prepao¢h the current and comparative financial
information using IFRS.

While IFRS uses a conceptual framework similar am&lian GAAP, there are significant differences on
recognition, measurement, and disclosures. The @oypnpommenced its IFRS conversion project in late
2007. The project consists of four phases: raisreness; assessment; design; and implementatidin. Wi
the assistance of an external expert advisor, tmepgany has completed a high level review of theomaj
differences between Canadian GAAP and IFRS ascgipi to the Company. While a number of
differences have been identified, the areas ofdsgpotential impact include property, plant and
equipment, certain aspects of revenue recognit@ome taxes, foreign currency, employee future
benefits, stock-based compensation, presentatidmlianlosure, as well as the initial adoption dR8-
under the provisions of IFRSHirst Time AdoptionThe Company expects the transition to IFRS to
impact financial reporting, business processesrmal controls, and information systems.

The Company will initiate the design phase in 2@0fch will involve establishing issue-specific work
teams to focus on generating options and makingmmetendations in the identified risk areas. The
Company will also establish a communications pegin to develop staff training programs, and
evaluate the impact of the IFRS transition on othesiness activities.

Earnings Coverage Ratio

The following earnings coverage ratio is calculdtadhe twelve months ended December 31, 2008 and
constitutes an update to the earnings coveragedasicribed in the Company's short form base shelf
prospectus dated May 5, 2008.

Twelve months ended December 31, 2008
Earnings coverage ratio 2.8

The earnings coverage ratio is calculated by digd{a) the Company’s earnings from continuing
operations before interest and taxes for the pestatkd; by (b) finance costs incurred over théper
stated.

The earnings coverage ratio was negatively impdaayettie non-cash goodwill impairment charge noted
throughout this MD&A. Excluding the impact of thikarge, the earnings coverage ratio would have been
4.6.
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Outstanding Share Data

As at February 13, 2009
Common shares outstanding 170,533,067
Options outstanding 5,837,770

Market Outlook

The world’s financial crisis and liquidity concerasntinued through the fourth quarter of 2008. The
resultant expected economic slowdown has occumdccammaodity prices have fallen to comparatively
low levels. Spending has been curbed by consumer®st parts of the world. Reduced consumer
demand, lower availability of credit and reducedess to capital markets will impact some of Finfgng
customers who will have less demand for new equiprag a result.

However, Governments around the world have respbndld stimulus packages that include significant
amounts of capital spending directed to infrastrreeprojects. Much of this construction will recguir
heavy equipment and will provide work for some ofrfing’s customers.

In Western Canada, existing operations in theambs as well as the larger coal and copper mining
operations continue to operate at high levels deoto maximize cash flow and achieve lowest cest p

ton economics. High equipment operating levels stgginning’s parts and service business. Some new
projects have been delayed or deferred and caxpenditure plans have been scaled back pending a
return to higher commodity prices. Constructionrgjpeg continues on infrastructure projects, espigcia

by Governments. Engine sales to gas compressidagers, for international sales, continues at good
levels. The residential construction, forestry, andventional oil and gas industries in Westernadan
continue to experience considerably slower businesditions and equipment purchases are expected to
remain at lower levels. This situation is expedtedontinue through 2009.

Heavy equipment markets in Chile remain comparBbtikealthy and demand for the Company's products
and services continues at reasonable levels grédsent time. Demand for equipment and supportcasv
for the Chilean construction industry is fairly gb&ales of engines for power generation have slowe
considerably. While copper prices are significatdhyer, they are expected to remain at levels which
support economic operations at most of Finning’gdé&South American mining customers. These
companies are among the lowest cost producersppiecon the world, and parts and service reventes a
expected to continue to grow reflecting the impeatew equipment sales to the industry in the recen
past.

In Argentina, significant inflationary cost presssircontinue and constrained liquidity in the bagkin
sector is challenging customers in arranging fimanéor equipment purchases. Finning has beenelgtiv
managing its business in Argentina to reduce thel lef exposure to an economic crisis in that count
This includes keeping parts and equipment inveesaat modest levels, ensuring accounts receivable a
as current as possible and by managing its opesat@mrun as efficiently as possible with cost éases
arising from inflation promptly passed along in them of price increases.

Business at the Caterpillar dealership in the UK $lawed in most sectors. Demand for equipment from
the coal mining sector remains satisfactory, betdbwnturn in the UK housing market and slowing
business conditions are being felt in most othetass. Market conditions in the UK plant hire (gouient
rental) industry are also challenging. The busimessghly competitive and utilization rates arevéy.

A significant portion of Finning’s business is dexil from the sale of parts and service for previossid
equipment operating in Finning’s geographic teri@®. Given the large volumes of new equipment sold
in recent years, the demand for parts and sersiegpected to remain reasonably good. Finninggelar
mining and oil sands customers continue to rurr gegiipment at high levels and continue to require
significant parts and service from Finning.
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Given the current economic uncertainty, managersa@athfidence in predicting future business levels i
lower than in the past. The current outlook isléever new equipment sales compared to 2008 and for
parts and services revenues to grow, but at a moreest rate than the prior year. 2009 resultslace a
expected to generate higher cash flow than 20@8dsng capital requirements are reduced, and
assuming budgeted levels of equipment sales arevach Overall expenditures on equipment additions
Finning'’s rental fleets are expected to be meanihgfeduced in 2009; however, demand for rental
equipment, as an alternative to purchasing, isaging among Finning’s customers, especially inaGan

Finning’s financial condition is strong. The Compdras committed bank facilities totalling
approximately $870 million with various CanadiamansS. financial institutions. The largest of these
facilities ($800 million) is committed until Decemb2011. At December 31, 2008 over $300 million was
available under these facilities. At January 3)28pproximately $230 million was available. Firgin
expects to generate higher cash flow in 2009 asuwtrof lower capital spending, lower rental equent
additions, and reduced working capital requireme@igen the expected improved cash flow, the
committed credit facilities, and the discretionaature of some of Finning’s cash outflows, sucheasal
additions and capital expenditures, as well asbsence of any term debt maturities until late 2011
management believes that Finning has sufficierditesd liquidity to meet operational needs in the
foreseeable future.

Finning has taken extensive action to reduce is$sco the face of lower demand for equipment. In
response to the current market conditions, Finmogrred restructuring costs globally during thartb
guarter of 2008, resulting in a reduction of heaoit@f approximately 700 employees. However, itglo
term strategy is unchanged as it continues to foauke parts and service business as well as ithiagn
and heavy construction sectors. Finning expect®mndinue to invest in technical training, and imso
locations additional human resources are still ireguto meet the projected strategic growth. These
include Fort McMurray, Edmonton, and some miningrnahes in Chile.

The decreases in security values in global findms&kets in the latter part of 2008 will have erpact

on the pension funding and expense levels of Fgisidefined benefit pension plans going forwarde Th
predominant pension arrangement in Canada goingaforis a defined contribution plan, with the
existing defined benefit plan having been closedew members (other than executives) since 2004. Th
Company’s South American employees do not partieippa Company pension plan. As such, the more
significant impact on pension funding and pensigmease would relate to the UK operations althoungh t
UK defined benefit plans are also essentially ddsenew entrants (new hires now participate in a
defined contribution arrangement, if any), a sigaift liability still exists. At present, managerhen
anticipates that the changes to the funded lewtlalated pension expense of its defined benefisipa
plans will be manageable.

Finning’s financial results are impacted by changethe value of the Canadian dollar compared ¢o th
U.S. dollar and the U.K. pound sterling in the slation of its foreign currency earnings. The Compsa
2008 results were negatively impacted as a re$tianslating foreign currency based earnings ftben
strengthening of the Canadian dollar in the fidf bf 2008. Nominal changes in average foreign
exchange rates in the third quarter of 2008 hadhammal impact on third quarter financial result®r&ign
exchange had a positive impact on net income irficileh quarter due to the weaker Canadian dollar
relative to the U.S. dollar, compared to the pyiear’s fourth quarter. For the year ended Decer@ber
2008, net income was negatively impacted by apprately $0.10 per share compared to last year. The
impact of foreign exchange due to the movementh@iGanadian dollar relative to the U.S. dollar tred
U.K. pound sterling is expected to continue to &ffénning’s results in 2009.

February 18, 2009

39



Finning International Inc.
Fourth Quarter and Annual 2008 Results

Selected annual information

($ millions, except for share data) 2008 2007 2006
Total revenue” 5,991.4 5,662.2 4,853.2
Net income (loss)’ @
before goodwill impairment 247.4 280.1 236.2
goodwill impairment (151.4) — —
from continuing operations 96.0 280.1 236.2
from discontinued operations — (2.0 (32.1)
Total net income 96.0 278.1 204.1
Basic Earnings (Loss) Per Sh&é&
before goodwill impairment 1.44 1.57 1.32
goodwill impairment (0.88) — —
from continuing operations 0.56 1.57 1.32
from discontinued operations — (0.01) (0.18)
Total basic EPS 0.56 1.56 1.14
Diluted Earnings (Loss) Per Share? ©
before goodwill impairment 1.43 1.55 131
goodwill impairment (0.88) — —
from continuing operations 0.55 1.55 131
from discontinued operations — (0.01) (0.18)
Total diluted EPS 0.55 1.54 1.13
Total assetS’ ® 4,720.4 4,134.2 4,200.8
Long-term debt”
Current 2.6 215.7 2.2
Non-current 1,410.7 590.4 735.9
1,413.3 806.1 738.1
Cash dividends declared per common skare 0.43 0.36 0.275

1) On July 31, 2007, the Company’s U.K. subsidistgywden Stuart Plc, sold its Tool Hire Division. Gaptember 29, 2006,
the Company’s U.K. subsidiary, Finning (UK), salsl Materials Handling Division.

Results from the Tool Hire and Materials Handlimgsions qualify as discontinued operations andehbeen reclassified to
that category for all periods presented. Includethe loss from discontinued operations in 20QRésafter-tax gain on the sale
of the Tool Hire Division of $0.1 million. Included the loss from discontinued operations in 260the after-tax loss on the
sale of the Materials Handling Division of $32.7limn or $0.18 per share. Revenues from the UK Thiok and Materials
Handling divisions have been excluded from the meresfigures above. Assets from the Tool Hire andeials Handling
divisions have been included in the total assetséis for periods prior to their sale.

On January 15, 2008 the Company’s Canadian opasatiorchased Collicutt Energy Services Ltd. Thelte®f operations

and financial position of Collicutt are includedthre 2008 figures above.

(2) The Company performed its annual goodwill innpegnt review in the fourth quarter of 2008 and dateed that the fair
value of Hewden was less than its book value, whictuded goodwill on acquisition. As a result, thempany recorded a full
goodwill impairment charge of $151.4 million for Ween in the fourth quarter of 2008. The goodwilpeirment charge is
non-cash in nature and does not affect the Compdigylidity, cash flows from operating activitie®, debt covenants and is
not expected to have any adverse impact on fufpeeations. The Company expects no income tax dieguitbm this charge.

(3) On May 9, 2007, the Company'’s shareholdersamat a split of the Company’s outstanding commareshon a two-for-
one basis. Each shareholder of record at the ofolsasiness on May 30, 2007, received one additismare for every
outstanding share held on the record date. Alleshad per-share data have been adjusted to réfeestock split. During 2008,
the Company repurchased 5,901,842 common shaaesaaterage price of $24.99 as part of a normalseoissuer bid. During
2007, 3,691,400 common shares were repurchasedaatesage price of $27.82.

Earnings per share (EPS) for each quarter hasdmuputed based on the weighted average numbeacésissued and
outstanding during the respective quarter; theegfquarterly amounts may not add to the annuaéar-to-date total.

(4) In 2008, the Company issued two unsecured Mediarm Notes (MTN); a five year $250 million MTNca 10 year $350
million MTN. Proceeds from these issuances werd @izedebt repayment, including the repayment $280 million MTN
which expired in June 2008 as well as outstandarmgroercial paper borrowings.
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Attachment 1

Supplementary Information

Quarterly Segmented Revenue Information

Three months ended

December 31, 2008 South UK Revenue

($ millions) Canada America Group Consolidated percentage
New mobile equipment $ 356.6 $ 195.5 $ 72.7 $ 624.8 39.9%
New power & energy systems 58.3 45.1 311 134.5 8.6%
Used equipment 77.5 10.7 35.3 123.5 7.9%
Equipment rental 81.6 15.3 75.7 172.6 11.0%
Customer support services 248.0 197.1 61.6 506.7 32.3%
Other 4.0 0.6 — 4.6 0.3%
Total $ 826.0 $ 464.3 $ 276.4 $ 1,566.7 100.0%
Revenue percentage by operations 52.7% 29.6% 17.7% 100.0%

Three months ended

December 31, 2007 South UK Revenue

($ millions) Canada America Group Consolidated percentage
New mobile equipment $ 341.8 $ 154.1 $ 114.4 $610.3 41.8%
New power & energy systems 45.9 35.9 61.1 142.9 %9.8
Used equipment 81.1 9.2 26.8 117.1 8.0%
Equipment rental 73.6 9.2 105.2 188.0 12.9%
Customer support services 201.6 138.5 53.7 393.8 .07
Other 6.3 1.1 — 7.4 0.5%
Total $ 750.3 $ 348.0 $ 361.2 $ 1,459.5 100.0%
Revenue percentage by operations 51.4% 23.9% 24.7% 100.0%
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Attachment 1 [continued]

Supplementary Information

Quarterly Segmented EBIT Information

Three months ended

December 31, 2008 South UK Goodwill
(% thousands) Canada America Group Other Impairment ~ Consolidated
Revenue from external sources $ 8260 $ 4643 $ 2764 $ — $ — $ 1,566.7
Operating costs (719.6) (410.7) (250.5) (16.5) — (1,397.3)
Depreciation and amortization (45.2) (10.4) (30.2) (0.2) — (85.9)
Other income (expenses) (14.2) (4.9) (5.4) 7.8 — (16.6)
Goodwill impairment — — — — (151.4) (151.4)
Earnings before interest and taxesp 471  $ 383 % 9.7 $ (8.8) $ (151.4) $ (84.5)
Earnings before interest and tax
- percentage of revenue 5.7% 8.2% (3.5)% — — (5.4)%
- percentage by operations (excluding

goodwill impairment) 70.4% 57.3% (14.5)% (13.2)% — 100.0%
Three months ended
December 31, 2007 South UK Goodwill
(% thousands) Canada America Group Other Impairment  Consolidated
Revenue from external sources $ 7503 $ 3480 $ 3612 % — $ — $ 1,459.5
Operating costs (642.4) (312.7) (309.4) (1.4) — (1,265.9)
Depreciation and amortization (40.6) (5.5) (36.1) — — (82.2)
Other income (expenses) 2.0 (1.6) 0.4 — — 0.8
Earnings before interest and taxes ~ $ 69.3 $ 282 $ 16.1 $ 14 $ — $ 1122
Earnings before interest and tax
- percentage of revenue 9.2% 8.1% 4.5% — — 7.7%
- percentage by operations 61.8% 25.1% 14.3% 1.2)% — 100.0%
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Attachment 1 [continued]

Supplementary Information

Quarterly Consolidated Statements of Income

Three months ended December 31 2008 2007
($ thousands, except share and per share amounts) unaudited unaudited
Revenue
New mobile equipment $ 624843 $ 610,301
New power and energy systems 134,498 142,907
Used equipment 123,461 117,079
Equipment rental 172,582 188,021
Customer support services 506,747 393,831
Other 4,617 7,355
Total revenue 1,566,748 1,459,494
Cost of sales 1,134,567 1,050,678
Gross profit 432,181 408,816
Selling, general, and administrative expenses 348,632 297,491
Other expenses (income) 16,611 (870)
Goodwill impairment 151,373 —
Earnings before interest and income taxes (84,435) 112,195
Finance costs 21,765 18,943
Income (loss) before provision for income taxes (106,200) 93,252
Provision for income taxes 629 22,732
Net income (loss) $ (106,829) $ 70,520
Earnings per share — basic $ (0.63) $ 0.40
Earnings per share — diluted $ (0.62) $ 0.39

Weighted average number of shares outstanding
Basic 170,518,739 177,594,478
Diluted 170,971,810 179,097,027
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Attachment 1 [continued]
Supplementary Information

Quarterly Consolidated Statements of Cash Flow

Three months ended December 31 2008 2007
(% thousands) unaudited unaudited
OPERATING ACTIVITIES
Net income (loss) $ (106,829) $ 70,520
Add items not affecting cash
Depreciation and amortization 86,660 82,198
Future income taxes (2,331) 21,246
Stock-based compensation 3,008 (5,195)
Gain on disposal of capital assets (2,824) (3,340)
Goodwill impairment 151,373 —
Other (117) (178)
128,940 165,251
Changes in working capital items 40,102 56,023
Cash provided after changes in working capital #em 169,042 221,274
Rental equipment, net of disposals 8,404 (14,162)
Equipment leased to customers, net of disposals (270) 150
Cash flow provided by operating activities 177,176 207,262
INVESTING ACTIVITIES
Additions to capital assets (31,619) (22,455)
Proceeds on disposal of capital assets 6,161 10,640
Acquisition of businesses (9,373) —
Payment of contingent consideration — (500)
Proceeds on settlement of foreign currency forwards — 673
Cash used in investing activities (34,831) (11,642)
FINANCING ACTIVITIES
Decrease in short-term debt (143,267) (79,740)
Increase in long-term debt 83,317 62,887
Repurchase of securitized accounts receivable — (45,000)
Issue of common shares on exercise of stock options 125 625
Repurchase of common shares (17,468) (67,325)
Dividends paid (18,746) (17,791)
Cash used in financing activities (96,039) (146,344)
Effect of currency translation on cash balances 6,975 (7,801)
Increase in cash and cash equivalents 53,281 41,475
Cash and cash equivalents, beginning of period 56,491 20,385
Cash and cash equivalents, end of period $ 109,772 $ 61,860
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CONSOLIDATED STATEMENTS OF INCOME

For years ended December 31
($ thousands, except share and per share amounts)
Revenue

New mobile equipment

2008

2007

$ 2,376,933 $ 2,233,512

New power and energy systems 551,710 503,012
Used equipment 431,804 417,613
Equipment rental 712,791 781,194
Customer support services 1,899,483 1,701,253
Other 18,704 25,660
Total revenue 5,991,425 5,662,244
Cost of sales 4,276,749 4,063,079
Gross profit 1,714,676 1,599,165
Selling, general, and administrative expenses 1,309,756 1,144,753
Other expenses (income) (Note 2) 16,801 (1,435)
Goodwill impairment (Note 17) 151,373 —
Earnings from continuing operations before inteagst income taxes 236,746 455,847
Finance costs (Notes 3 and 4) 83,636 72,842
Income from continuing operations before providimnincome taxes 153,110 383,005
Provision for income taxes (Note 6) 57,114 102,898
Net income from continuing operations 95,996 280,107
Loss from discontinued operations, net of tax (Ndgg — (2,050)
Net income $ 95996 $ 278,057
Earnings (loss) per share — basic
From continuing operations (Note 9) $ 0.56 $ 1.57
From discontinued operations — (0.01)
$ 0.56 $ 1.56
Earnings (loss) per share — diluted
From continuing operations (Note 9) $ 0.55 $ 1.55
From discontinued operations — (0.01)
$ 0.55 $ 1.54
Weighted average number of shares outstanding
Basic 172,361,881 178,844,411
Diluted 173,318,957 180,459,955

The accompanying Notes to the Consolidated FinaBteéements are an integral part of these statesmen
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CONSOLIDATED BALANCE SHEETS
December 31

(% thousands) 2008 2007
ASSETS
Current assets
Cash and cash equivalents (Note 20) $ 109,772 $ 61,860
Accounts receivable 840,810 728,696
Service work in progress 102,607 83,742
Inventories (Note 10) 1,473,504 1,207,802
Other assets (Note 11) 288,102 166,842
Total current assets 2,814,795 2,248,942
Finance assets (Note 12) 11,671 26,714
Rental equipment (Note 13) 987,835 1,028,301
Land, buildings, and equipment (Note 14) 470,859 348,923
Intangible assets (Note 14) 38,344 24,548
Goodwill (Note 17) 99,278 251,099
Other assets (Note 11) 297,593 205,636
$ 4,720,375 4,134,163
LIABILITIES
Current liabilities
Short-term debt (Note 3) $ 193,635 370,942
Accounts payable and accruals 1,316,818 1,106,392
Income tax payable 3,187 32,440
Current portion of long-term debt (Note 3) 2,643 215,663
Total current liabilities 1,516,283 1,725,437
Long-term debt (Note 3) 1,410,727 590,382
Long-term obligations (Note 18) 96,296 101,699
Future income taxes (Note 6) 129,965 98,848
Total liabilities 3,153,271 2,516,366
Commitments and Contingencies (Notes 24 and 25)
SHAREHOLDERS’ EQUITY
Share capital (Note 7) 554,966 571,402
Contributed surplus 25,441 15,356
Accumulated other comprehensive loss (176,444) (232,223)
Retained earnings 1,163,141 1,263,262
Total shareholders’ equity 1,567,104 1,617,797
$ 4,720,375 $ 4,134,163

The accompanying Notes to the Consolidated FinaBteéements are an integral part of these statesnen
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For years ended December 31

(% thousands) 2008 2007
Net income $ 95,996 $ 278,057
Other comprehensive income (loss), net of incorre ta
Currency translation adjustments 60,536 (194,452)
Unrealized gains on net investment hedges, netxabft $1.7 million (2007: net
of tax of $20.6 million) 2,154 47,394
Realized translation adjustment, net of investnhewlges, reclassified to
earnings on disposition of investment, net of tR8®2 million — 443
Unrealized losses on cash flow hedges, net of t&8.®& million (2007: net of
tax of $1.5 million) (8,276) (3,512)
Realized losses (gains) on cash flow hedges, sfitabto earnings, net of tax
of $0.3 million (2007: net of tax of $0.8 million) 1,365 (747)
Comprehensive income $ 151,775 $ 127,183

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

Accumulated Other
Comprehensive Income

Share Capital (Loss)
Foreign
Currency
Translation
and Gains /
(Losses) on Gains /
Net (Losses) on
($ thousands, except share Contributed Investment  Cash Flow Retained
amounts) Shares Amount Surplus Hedges Hedges Earnings Total
Balance, January 1, 2007 179,090,738 573,482 7,791 (77,046) (4,303) 1,140,415 1,640,339
Comprehensive income (loss) — — — (146,615) (4,259) 278,057 127,183
Issued on exercise of stock
options 732,541 9,848 (1,695) — — — 8,153
Repurchase of common shares (3,691,400) (11,928) — — — (90,764) (102,692)
Stock option expense — — 9,260 — — — 9,260
Dividends on common shares — — — — — (64,446) (68)4
Balance, December 31, 2007 176,131,879 $ 571,402 15,356 $ (223,661) $ (8,562) $1,263,262 $1,617,79
Transition adjustment (Note 1) — — — 6,282 6,282
Balance, January 1, 2008 176,131,879 $ 571,402 $ 15356 $ (223,661) $ (9,5681,269,544 $ 1,624,079
Comprehensive income (loss) — — — 62,690 (6,911) 95,996 151,775
Issued on exercise of stock
options 199,627 2,260 (341) — — — 1,919
Issued for acquisition (Note 15) 15,403 398 65 — — — 463
Repurchase of common shares
(Note 7) (5,901,842) (19,094) — — — (128,402) (147,496)
Stock option expense — — 10,361 — — — 10,361
Dividends on common shares — — — — — (73,997) (73,997)

Balance, December 31, 2008 170,445,067 $ 554966 $ 25441 $ (160,971) $ (1,475 1,163,141 $ 1,567,104

The accompanying Notes to the Consolidated FinaBtaéements are an integral part of these stattsmen
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CONSOLIDATED STATEMENTS OF CASH FLOW
For years ended December 31

(% thousands) 2008 2007
OPERATING ACTIVITIES
Net income $ 95996 $ 278,057
Add items not affecting cash
Depreciation and amortization 326,095 351,289
Future income taxes 9,822 18,393
Stock-based compensation 14,144 25,540
Gain on disposal of capital assets (Note 2) (19,892) (6,552)
Goodwill impairment 151,373 —
Gain on disposal of discontinued operations (N6 1 — (38,590)
Other (816) (5,122)
576,722 623,015
Changes in working capital items (Note 20) (298,589) (218,588)
Cash provided after changes in working capital #em 278,133 404,427
Rental equipment, net of disposals (204,800) (474,566)
Equipment leased to customers, net of disposals (652) 13,449
Cash flow provided by (used in) operating actigtie 72,681 (56,690)
INVESTING ACTIVITIES
Additions to capital assets (100,417) (74,226)
Proceeds on disposal of capital assets 50,954 20,212
Proceeds from sale of discontinued operations (l6}e — 242,851
Acquisition of businesses (Notes 11, 15 and 17) (148,639) (2,670)
Payment of contingent consideration — (767)
Payments on settlement of foreign currency forwards — (4,065)
Cash provided by (used in) investing activities (198,102) 181,335
FINANCING ACTIVITIES
Decrease in short-term debt (198,147) (43,608)
Increase of long-term debt 589,861 135,642
Payment on settlement of derivative (8,914) —
Repurchase of securitized accounts receivable (Riite — (45,000)
Defined benefit pension plan special funding (N2i¢ — (17,066)
Issue of common shares on exercise of stock options 1,919 8,153
Repurchase of common shares (Note 7) (147,496) (102,692)
Dividends paid (73,997) (64,446)
Cash provided by (used in) financing activities 163,226 (129,017)
Effect of currency translation on cash balances 10,107 (12,253)
Increase (decrease) in cash and cash equivalents 47,912 (16,625)
Cash and cash equivalents, beginning of year 61,860 78,485
Cash and cash equivalents, end of year $ 109,772 $ 61,860

See supplemental cash flow information, Note 20

The accompanying Notes to the Consolidated FinaBtaéements are an integral part of these statesmen
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Notes to Consolidated Financial Statements
1. SIGNIFICANT ACCOUNTING POLICIES

These Consolidated Financial Statements have brepaned in accordance with Canadian generally
accepted accounting principles (GAAP) and are piteskin Canadian dollars, unless otherwise stated.

The significant accounting policies used in thesasdlidated Financial Statements are as follows:

(a) Principles of Consolidation

The Consolidated Financial Statements include tieeunts of Finning International Inc. (“Finning” or
“Company”), which includes the Finning (Canada)ision, Finning’s wholly owned subsidiaries, and its
proportionate share of joint venture investmentsdipal operating subsidiaries include Finning (UK
Ltd., Finning Chile S.A., Hewden Stuart plc (“Hewndg Finning Argentina S.A. and Finning Soluciones
Mineras S.A. (in Argentina), Finning Uruguay S.And Finning Bolivia S.A. The Company’s principal
joint venture is PipeLine Machinery InternationBL{M), in which Finning has a 25% interest.

For interests acquired or disposed of during thee,y@e results of operations are included in the
consolidated statements of income from, or uphe date of the transaction, respectively.

(b) Use of Estimates

The preparation of consolidated financial statesméenticcordance with Canadian GAAP requires the
Company’s management to make estimates and assunsptbout future events that affect the reported
amounts of assets, liabilities, revenues, expemasesdisclosure of contingent assets and lialslittectual
amounts may differ from those estimates.

Significant estimates used in the preparation e$¢hconsolidated financial statements includeat®ihot
limited to, fair values for goodwill impairment tesallowance for doubtful accounts, provisions for
inventory obsolescence, reserves for warranty,ipiavs for income tax, the determination of empkye
future benefits, the useful lives of the rentaéfland related residual values, costs associatid wi
maintenance and repair contracts, and provisiongegtructuring costs.

(c) Foreign Currency Translation

Transactions undertaken in foreign currenciesrarsstated into Canadian dollars at exchange rates
prevailing at the time the transactions occurrectodint balances denominated in foreign currencies a
translated into Canadian dollars as follows:

* Monetary assets and liabilities are translateckelh@&nge rates in effect at the balance sheet dates
non-monetary items are translated at historicaharge rates.

» Exchange gains and losses are included in incomepéxvhere the exchange gain or loss arises from
the translation of monetary items designated agé®dn which case the gain or loss is deferred and
accounted for in conjunction with the hedged asset.

Financial statements of foreign operations, allstdered self-sustaining, are translated from tinetional
currency into Canadian dollars as follows:

» Assets and liabilities are translated using thdarge rates in effect at the balance sheet dates.

* Revenue and expense items are translated at avexelgange rates prevailing during the period that
the transactions occurred.

* Unrealized translation gains and losses are redadan item of other comprehensive income and
accumulated other comprehensive income. Cumulatimeency translation adjustments are recognized
in net income when there is a reduction in themetstment in the self-sustaining foreign operation

The Company has hedged some of its investmentséngh subsidiaries using derivatives and foreign
currency denominated borrowings. Exchange gaitgsses arising from the translation of the hedge
instruments are accounted for as items of othempcehensive income and presented in the accumulated
other comprehensive loss account on the consofidatkance sheet.
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(d) Cash and Cash Equivalents

Short-term investments, consisting of highly raded liquid money market instruments with original
maturities of three months or less, are consideréxd cash equivalents and are recorded at faieyal
which approximates cost.

(e) Securitization of Trade Receivables

In 2002 and 2004, the Company sold a co-ownersigast in certain accounts receivable in Canada to
securitization trust (the “Trust”). These transaes were accounted for as sales to the extentttibat
Company was considered to have surrendered canveolthe interest in the accounts receivable and
received proceeds from the Trust, other than aflmeslanterest in the assets sold. The Companyised
the receivables and recognized a servicing lighdit the date of the transfer, which was amortiped
income over the expected life of the transferregirable interest. In November 2007, the co-owriprsh
interest was repurchased from the Trust and therisieation program was terminated.

(f) Inventories

Inventories are assets held for sale in the orginaurse of business, in the process of produdtiosale,
or in the form of materials or supplies to be caned in the production process or in the rendering o
services. Inventories are stated at the lower sf and net realizable value. Cost is determined on
specific item basis for on-hand equipment, and arighted average cost basis for parts and supplies
The cost of inventories includes all costs of pas#) conversion costs, and other costs incurred in
bringing inventories to their existing location atwhdition. In the case of internal service work in
progress on equipment, cost includes an appropsfeate of overhead costs based on normal operating
capacity.

(g) Other Assets

Investments in which the Company exercises sigmtienfluence, but not control, are accounted &ng
the equity method. A long-term investment is coesad impaired if its fair value falls below its ¢osnd
the decline is considered other than temporary.

(h) Income Taxes

The asset and liability method of tax allocatiomsed in accounting for income taxes. Under thithook
temporary differences arising from the differeneénN®en the tax basis of an asset and a liabilidyitsn
carrying amount on the balance sheet are useddolate future income tax assets or liabilitiesture
income tax assets or liabilities are calculatedgisax rates anticipated to be in effect in thequkr that
the temporary differences are expected to revé@ise effect of a change in income tax rates on &utur
income tax assets and liabilities is recognized@ome in the period that the change becomes
substantively enacted.

(i) Finance Assets
Finance assets comprise instalment notes receigabdlequipment leased to customers on long-term
financing leases.

Instalment notes receivable represents amountfraloecustomers relating to financing of equipment
sold and parts and service sales. These receivatdescorded net of unearned finance charges.

Depreciation of equipment leased to customersasiged in equal monthly amounts over the termsef t
individual leases after recognizing the estimagtsidual value of each unit at the end of each lease

() Rental Equipment

Rental equipment is available for short and mediemm rentals and is recorded at cost, net of
accumulated depreciation. Cost is determined @eaific item basis. Rental equipment is depreci&ted
its estimated residual value over its estimateduliiée on a straight-line or on an actual usagsib.
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(k) Capital Assets

Land, buildings, and equipment are recorded at oastof accumulated depreciation. Depreciation of
these capital assets is recorded in selling, gerserd administrative expenses in the consolidated
statement of income.

Buildings and equipment are depreciated over gstimated useful lives on either a declining badamric
straight-line basis using the following annual sate

Buildings 2% - 5%
General equipment 10% - 33%
Automotive equipment 20% - 33%

Intangible assets with indefinite lives are not amed. Intangible assets with finite lives are atized on
a straight-line basis over their estimated uséfels, which range to a maximum period of ten years.
Amortization is recorded in selling, general, addhaistrative expenses in the consolidated statewfen
income.

() Goodwill
Goodwill represents the excess cost of an invedtmesr the fair value of the net assets acquiretlisin
not amortized.

(m) Asset Impairment

The Company reviews both long-lived assets to lie dned used and identifiable intangible assets with
finite lives for impairment whenever events or ajp@sin circumstances indicate that the carryinguarno
of such assets may not be fully recoverable. Datextion of recoverability is based on an estimdte o
undiscounted future cash flows resulting from tee af the asset and its eventual disposition.
Measurement of an impairment loss for long-liveseds and certain identifiable intangible assets tha
management expects to hold and use is based daitlvalue of the assets, whereas assets to bes#idp
of are reported at the lower of carrying amourfiaorvalue less estimated selling costs. The datation
in the global economic environment in the last tpraof 2008 triggered the requirement for an inpaint
analysis on the Company’s long-lived assets anatiitkeble intangible assets with finite lives as at
December 31, 2008. Based on management’s anatysess determined there was no impairment of these
assets at that time. As at December 31, 2007, tinep@ny determined there were no triggering events
requiring an impairment analysis.

Goodwill and intangible assets with indefinite bvare subject to an annual assessment for impairmen
unless events or changes in circumstances indicat¢he value may not be fully recoverable, inahhi
case the assessment is done at that time. Goawlilintangible assets with indefinite lives areeased
primarily by applying a fair value-based test & thporting unit level. The fair value is estimatesihg

the present value of expected future cash flows. Cbmpany also considers projected future operating
results, trends, and other circumstances in madiicy) evaluations. An impairment loss would be
recognized to the extent the carrying amount ofdgalb or intangible assets exceeds their fair valusee
Note 17.

(n) Leases

Leases entered into by the Company as lesseeamsfidd as either capital or operating leasesse®a
where all of the benefits and risks of ownershipmiperty rest with the Company are accounteddor a
capital leases. Equipment under capital leasepsed@&ted on the same basis as capital assetss Gain
losses resulting from sale/leaseback transactiendeterred and amortized in proportion to the
amortization of the leased asset. Rental paymemisrwoperating leases are expensed as incurred.
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(o) Asset Retirement Obligations

The Company recognizes its legal obligations ferrétirement of certain tangible long-lived assétse
fair value of a liability for an asset retiremeiligation is recognized in the period in whichstimcurred
if a reasonable estimate of fair value can be mélde.associated asset retirement costs are capdaiis
part of the carrying amount of the long-lived ass®d then amortized over the estimated usefulllife.
subsequent periods, the asset retirement obligetiadjusted for the passage of time and any clsaimge
the amount or timing of the underlying future célsiwvs through charges to earnings. A gain or loagy m
be incurred upon settlement of the liability.

(p) Revenue Recognition

Revenue recognition, with the exception of cashssalccurs when there is a written arrangemetgn t
form of a contract or purchase order with the cm&g a fixed or determinable sales price is eshbd

with the customer, performance requirements areeaetl, and ultimate collection of the revenue is
reasonably assured. Revenue is recognized as iparioe requirements are achieved in accordance with
the following:

* Revenue from sales of equipment is recognizedestinie title to the equipment and significant risks
of ownership passes to the customer, which is gdlgeat the time of shipment of the product to the
customer;

* Revenue from sales of power and energy systemsdeslconstruction contracts with customers that
involve the design, installation, and assemblyaf@r and energy equipment systems. Revenue is
recognized on a percentage of completion basisgptiopate to the work that has been completed
which is based on associated costs incurred;

* Revenue from equipment rentals and operating laasesognized in accordance with the terms of the
relevant agreement with the customer, either evewy the term of that agreement or on a usage basi
such as the number of hours that the equipmersed;and

* Revenue from customer support services includes sdlparts and servicing of equipment. For sales
of parts, revenue is recognized when the partipgpsl to the customer or when the part is instatied
the customer’s equipment. For servicing of equiptn@venue is recognized as the service work is
performed. Customer support services are alsoeaffer customers in the form of long-term
maintenance and repair contracts. For these castr@venue is recognized on a basis proportidonate
the service work that has been performed baseteopdrts and labour service provided. Parts revenue
is recognized based on parts list price and sereienue is recognized based on standard billing
labour rates. At or near the completion of the @it any remaining deferred revenue on the contrac
is recognized as revenue. Any losses estimatedglthe term of the contract are recognized when
identified.

(q) Stock-Based Compensation

The Company has stock option plans and other diaskd compensation plans for directors and certain
eligible employees which are described in Notet8clsbased awards are measured and recognized using
a fair value-based method of accounting.

For stock options granted after January 1, 2008yéue is determined on the grant date of theksto
option and recorded as compensation expense a&etting period, with a corresponding increase to
contributed surplus. For stock options grantedrgoqlanuary 1, 2003, the Company recorded no
compensation expense and will continue to usentnmsic value-based method of accounting for those
stock options. When stock options are exercisedptbceeds received by the Company, together with a
related amount recorded in contributed surplusceedited to share capital.

Compensation expense which arises from fluctuatiotise market price of the Company’s common
shares underlying other stock-based compensataors §het of hedging instruments) is recognized in
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selling, general, and administrative expense irctinsolidated income statement with the correspandi
liability recorded on the consolidated balance shekng-term obligations.

(r) Employee Future Benefits

The Company and its subsidiaries offer a numbéeokfit plans that provide pension and other benefi
to many of its employees in Canada and the U.Ks&hmans include defined benefit and defined
contribution plans.

The Company’s South American employees do notgyatie in employer pension plans but are covered
by country specific legislation with respect toemanity plans. The Company accrues its obligations t
employees under these indemnity plans based aactharial valuation of anticipated payments to
employees.

Defined benefit plansThe cost of pensions and other retirement benisfiletermined by independent
actuaries using the projected benefit method pedrah service and management’s best estimates of
assumptions including the expected return on péaeta and salary escalation rate, along with tee us
of a discount rate as prescribed under Canadidituttesof Chartered Accountants (CICA) Section
3461,Employee Future BenefitBor the purpose of calculating the expected nebarplan assets,
those assets are valued at market value.

Past service costs from plan amendments are ameiiz a straight-line basis over the expected
average remaining service life of employees adiivthe date of amendment.

Actuarial gains and losses arise from differencgws/ben actual experience and that expected as a
result of economic, demographic, and other assumgtnade. These include the difference between
the actual and expected rate of return on plartsagsea period, and differences from changes in
actuarial assumptions used to determine the actremefit obligation. The excess of the net
accumulated actuarial gains or losses over 10%eo§teater of the accrued benefit obligation aerd th
market value of the plan assets is amortized dragyht-line basis over the expected average
remaining service life of the active employees cetdy the plans.

Upon adoption of CICA 3461 on January 1, 2000aaditional asset or obligation was determined for
each plan as a result of the new standard. The @oynp amortizing these transitional amounts on a
straight-line basis over 13 years for the Finni@grfada) and Hewden plans and over 14 years for the
Finning (UK) plan, representing the average renngisiervice period of employees expected to
receive benefits under the benefit plans as ofalgnl, 2000, the transition date.

Defined contribution plansThe cost of pension benefits includes the cursentice cost, which comprise
the actual contributions made by the Company duthegyear. These contributions are based on a
fixed percentage of member earnings for the year.

(s) Comprehensive Income, Financial Instruments, ahHedges

Comprehensive Income

Comprehensive income comprises the Company’s nete and other comprehensive income and
represents changes in shareholders’ equity durpeyiad arising from non-owner sources. Other
comprehensive income includes currency transladyastments on the Company’s net investment in self
sustaining foreign operations and related hedgagsgand losses, unrealized gains and losses on
available-for-sale securities, and hedging gainklasses on cash flow hedges. The Company’s
comprehensive income, components of other compsaleeimcome, and accumulated other
comprehensive income are presented in the StatsrnE@omprehensive Income and the Statements of
Shareholders’ Equity.
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Financial Assets and Financial Liabilities
Classification

The Company has made the following classificatibitsdfinancial assets and financial liabilities:

» Cash equivalents are classified as Held for Tradiihgy are measured at fair value with realized and
unrealized gains and losses reported in net income.

» Accounts receivable, instalment notes receivalnd,saupplier claims receivable are classified as
Loans and Receivables. They are measured at aswdast using the effective interest rate method.
At December 31, 2008 and 2007, the recorded anmapprbximates fair value.

» Short-term and long-term debt and accounts payaideaccruals are classified as “Other Financial
Liabilities”. They are measured at amortized cashg the effective interest rate method. At Decambe
31, 2008 and 2007, the measured amount approxirfateslue, with the exception of long-term
debt. The estimated fair value of the Company’germ debt as at December 31, 2008 and 2007 is
disclosed in Note 4.

Transaction costs directly attributable to the agitjan or issue of a financial asset or finandiability
are included in the carrying amount of the finahasgset or financial liability, and are amortizedricome
using the effective interest rate method.

Derivatives
All derivative instruments are recorded on the bedasheet at fair value.

Embedded Derivatives

Derivatives may be embedded in other financiakrumsents (host instruments). Embedded derivatives ar
treated as separate derivatives when their econcmai@cteristics and risks are not closely relaetiose

of the host instrument, the terms of the embed@enative are the same as those of a stand-alone
derivative, and the combined contract is not cfeegsias held for trading. These embedded derivatare
measured at fair value on the balance sheet withesjuent changes in fair value recognized in income
The Company selected January 1, 2003 as its ti@msiate for embedded derivatives. The Company has
not identified any embedded derivatives that ageired to be accounted for separately from the host
contract.

Hedges

The Company utilizes derivative financial instrurteeand foreign currency debt in order to manage its
foreign currency and interest rate exposures, touksased compensation expenses which fluctudte wi
share price movements. The Company uses derivisieecial instruments only in connection with
managing related risk positions and does not usm flor trading or speculative purposes.

The Company determines whether or not to formatlsighate, for accounting purposes, eligible hedging
relationships between hedging instruments and telgs. This process includes linking derivatit@s
specific risks from assets or liabilities on théabae sheet or specific firm commitments or foréeads
transactions. For hedges designated as such foumitieg purposes, the Company formally assess#s, bo
at inception and on an ongoing basis, whether éalging item is highly effective in offsetting chasgn

fair value or cash flows associated with the ideedihedged items. When derivative instruments have
been designated as a hedge and are highly effentofésetting the identified hedged risk, hedge
accounting is applied to the derivative instrumeitge ineffective portion of hedging gains and éssef
highly effective hedges is reported in income. @heounting treatment for the types of hedges uged b
the Company is described below.

Cash Flow Hedges

The Company uses foreign exchange forward conteasxttollars to hedge the currency risk associated
with certain foreign currency purchase commitmepésyoll, and associated accounts payable and
accounts receivable. The effective portion of hedgjains and losses associated with these cash flow
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hedges is recorded, net of tax, in other comprebhemscome and is released from accumulated other
comprehensive income and recorded in income whehedged item affects income.

When a hedging instrument expires or is sold, cewé hedge is discontinued or no longer meets the
criteria for hedge accounting, any accumulated gainss recorded in other comprehensive income at
that time remains in other comprehensive incomé tn& originally hedged transaction affects income
When a forecasted transaction is no longer expéotedcur, the accumulated gain or loss that was
reported in other comprehensive income is immelyiaéeorded in the income statement.

Gains and losses relating to forward foreign exgkearontracts that are not designated as hedges for
accounting purposes are recorded in selling, gérard administrative expenses.

From time to time, the Company uses derivativeriona instruments to hedge interest rate risk datedt
with future proceeds of debt.

As at December 31, 2008, approximately $8.8 milbdbnet losses (net of tax) included in accumulated
other comprehensive income are expected to bessgiidal to current earnings over the next twelve
months when earnings are affected by the hedgedac#ions.

Fair Value Hedges
Changes in the fair value of derivatives designatedi qualifying as fair value hedging instrumemts a
recorded in income along with changes in the falug of the hedged item attributable to the hedgd

Generally, if a hedging relationship no longer rsdbe criteria for hedge accounting, the cumulative
adjustment to the carrying amount of the hedged iseamortized to income based on a recalculated
effective interest rate over the remaining expetifedf the hedged item, unless the hedged itesnbegen
derecognized in which case the cumulative adjustiseecorded immediately in the income statement.

Net Investment Hedges

The Company typically uses forward contracts, cassency interest rate swaps, and foreign currency
debt to hedge foreign currency gains and lossets dong-term net investments in self-sustaininggign
operations. The effective portion of the gain @slof such instruments associated with the hedgledsr
recorded in other comprehensive income each pefioese gains or losses will be recorded in income
when there is a reduction in the Company’s netstient in the self-sustaining foreign operation.

The Company uses the forward rate method for meistment hedges where derivative financial
instruments are used. The Company uses the spbodets required, when the Company uses debt to
hedge foreign currency net investments.

(t) Change in Accounting Policies

Effective January 1, 2008, the Company adoptedall@ving new accounting standards issued by the
CICA: Section 3031nventories Section 3862Financial Instruments — Disclosuresnd Section 3863,
Financial Instruments — Presentatiofhe principal changes related to these standasldescribed
below.

(i) Inventories

The new standard provides more guidance on theurezasnt and disclosure requirements for
inventories. Specifically the new pronouncementings inventories to be measured at the lower of
cost and net realizable value, and provides guelanche determination of cost and its subsequent
recognition as an expense, including any write-dtovnet realizable value.

The new standard has been applied retrospectiviéitypwut restatement; accordingly comparative
periods have not been restated. However, prioogdmancial statements retroactively reflect the
separate presentation of external unbilled semvimek in progress, which was previously presented in
inventory. Adjustments to the previous carrying amoof inventories have been recognized as an
adjustment of the balance of retained earnings daraary 1, 2008.
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The adoption of the new standard resulted in tHeviing adjustments as of January 1, 2008 in
accordance with the transition provisions:

1. Allocation of Fixed and Variable Overhead
In accordance with the new standard, fixed andabéeioverheads have been applied to internal
service work in progress. Upon adoption, the cagwalue of internal service work in progress
has been increased by $8.7 million, with an in@eaduture income tax liability of $2.4 million
and an increase in retained earnings of $6.3 millio

2. Presentation of Service Work in Progress
Service work in progress relates to unbilled werlpiogress for external customers and
represents the costs incurred plus recognizedtproit of any recognized losses and progress
billings. Revenue is recognized on service worRnogress on a basis proportionate to the
service work that has been performed based ondtie gnd labour service provided. Service
work in progress was previously included in inventdt is presented as a current asset and the
2007 figure has been reclassified for comparativpgses.

The effect on net income for the twelve months eridecember 31, 2008 as a result of adopting the
new standard is not material.

(i) Financial Instrument Disclosures

Section 386Financial Instruments — Disclosuresd Section 386Binancial Instruments —
Presentationtogether comprise a complete set of disclosudepaesentation requirements that revise
and enhance current disclosure requirements fandiial instruments, as discussed further in Ndte 4
the consolidated financial statements. Section 38@Qires disclosure of additional detail by finiahc
asset and liability categories. Section 3863 eistadx standards for presentation of financial
instruments and non-financial derivatives. It desith the classification of financial instrumentisgm
the perspective of the issuer, between liabilidied equity, the classification of related interest,
dividends, losses and gains, and the circumstanagiich financial assets and financial liabilitiese
offset.

(u) Comparative Figures
Certain comparative figures have been reclassifiembnform to the 2008 presentation.

(v) Future Accounting Pronouncements

(i) Goodwill and Intangible Assets

In February 2008, the CICA issued Section 3@dodwill and Intangible Assetseplacing Section
3062,Goodwill and Other Intangible Assedad Section 345@®esearch and Development Codtise
new pronouncement establishes standards for thgmémon, measurement, presentation, and
disclosure of goodwill subsequent to its initiat@gnition and of intangible assets by profit-orezht
enterprises. Standards concerning goodwill areamgéd from the standards included in the previous
Section 3062. This Section is effective in thetftgygarter of 2009, and the new standard does na@ ha
a material impact on the Company’s consolidatedrianal statements.
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(i) Business Combinations
In January 2009, the CICA issued Section 1E&iness CombinationSection 1601,
Consolidationsand Section 1602Jon-controlling InterestsThese new standards are harmonized

with International Financial Reporting Standard@RE). Section 1582 specifies a number of changes,

including: an expanded definition of a businesgquirement to measure all business acquisitions at
fair value, a requirement to measure non-contrgliimierests at fair value, and a requirement to
recognize acquisition-related costs as expensefio8d.601 establishes the standards for preparing
consolidated financial statements. Section 1602iBege that non-controlling interests be treatedas
separate component of equity, not as a liabilitgtbeer item outside of equity. The new standardk wi
become effective in 2011. Early adoption is perenlitt

(iif) Convergence with International Financial Repating Standards
In February 2008, Canada’s Accounting StandardsdBoanfirmed that Canadian GAAP, as used by
public companies, will be converged with IFRS efifee January 1, 2011. The transition from
Canadian GAAP to IFRS will be applicable for then@any for the first quarter of 2011 when the
Company will prepare both the current and compagdtnancial information using IFRS.

2. OTHER EXPENSES(INCOME)

Other expenses (income) include the following items
For years ended December 31

(% thousands) 2008 2007

Gain on sale of properties in Hewden (a) $ (19,210) $ —
Restructuring (b) 20,496 1,607
Project costs (c) 16,197 3,510
Gain on sale of other surplus properties (682) (4,144)
Gain on disposition of distribution arrangemenCienada (d) — (2,408)

$ 16,801 $ (1,435)

The tax recovery on other expenses for the yeagdBecember 31, 2008 was $7.3 million (2007: tax
expense of $0.1 million on other income).

(a) In 2008, the Company’s UK subsidiary, Hewded €ertain properties for cash proceeds of
approximately $37.8 million, resulting in a pre-gain of $19.2 million.

(b) In 2008, the Company’s UK operations incurrestructuring costs of approximately $8 million in
connection with the integration of business suppervices. The UK operations also incurred costs of
approximately $3 million in 2008 related to thetresturing of Hewden’s nationwide depot network. In
addition, Finning incurred restructuring costs glibpin 2008 in response to the current market
conditions.

(c) Project costs in 2008 relate to the impleméonadf a new information technology system for the
Company’s global operations.

(d) In 2007, Finning (Canada) terminated its duttion arrangement with Shell Canada Productsdor n
cash proceeds of approximately $7 million, resglima pre-tax gain of $2.4 million.
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3. SHORT-TERM AND L ONG-TERM DEBT

December 31
($ thousands) 2008 2007
Short-term debt $ 193,635 $ 370,942

Long-term debt:
Medium Term Notes

7.40%, $200 million, due June 19, 2008 — 200,812
4.64%, $150 million, due December 14, 2011 149,718 149,622
5.16%, $250 million, due September 3, 2013 249,057 —
6.02%, $350 million, due June 1, 2018 348,241 —
5.625%, £125 million Eurobond, due May 30, 2013 222,122 242,881
Other term loans (a) 444,232 212,730
1,413,370 806,045

Less current portion of long-term debt (2,643) (215,663)
Total long-term debt $ 1,410,727 $ 590,382

(a) Other term loans include U.S. $291.0 milliod &10.0 million (2007: U.S. $130.6 million and £30
million) of unsecured borrowings under committedlbéacilities that are classified as long-term deinid
other unsecured term loans primarily from supptierchandising programs. Other loans also includé £2
million of rental equipment financing secured bg tklated equipment, with varying rates of intefesn
5.5% — 10.3% and maturing on various dates up 14 20

Short-Term Debt

Short-term debt primarily consists of commercigbgraborrowings and other short-term bank
indebtedness.

The Company maintains a maximum authorized commigpeiper program of $600 million which is
utilized as its principal source of short-term fungd This commercial paper program is backstopped b
credit available under an $800 million long-ternrmeoitted credit facility. In addition, the Companga
maintains, as required, certain other secured asdaured bank credit facilities to support its siliasy
operations. As at December 31, 2008, the Compathypproximately $1,300 million (2007: $1,380
million) of unsecured credit facilities, and incing all bank and commercial paper borrowings drawn
against these facilities, approximately $660 mill{@007: $800 million) of capacity remained avdiab

Included in short-term debt is foreign currencya@®mated debt of U.S. $29.0 million (2007: U.S. 814
million) and £32.7 million (2007: £27.2 million).

The average interest rate applicable to the cattesteld short-term debt for 2008 was 4.5% (2007: 5.3%

Long-Term Debt

The Company's Canadian dollar denominated mediumnetes are unsecured, and interest is payable
semi-annually with principal due on maturity. Then@pany’'s £125.0 million 5.625% Eurobond is
unsecured, and interest is payable annually witicgral due on maturity.

In May 2008, the Company issued two unsecured Mediarm Notes (MTN). The 5-year, $250 million
MTN has a coupon interest rate of 5.16% per anmpayable semi-annually commencing September 3,
2008. The MTN was priced at $99.994 of its printgraount to yield 5.163% per annum. The 10-year,
$350 million MTN has a coupon interest rate of 80Rer annum, payable semi-annually commencing
December 1, 2008. The MTN was priced at $99.936&qdrincipal amount to yield 6.028% per annum.

Proceeds from these issuances were used for gebtment, including the repayment of the Company's
$200 million 7.40% MTN which matured in June 2088azll as outstanding commercial paper
borrowings.
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The Company has an $800 million unsecured syndicateolving credit facility, maturing in December
2011. The facility is available in multiple borravg jurisdictions and may be drawn by a number ef th
Company’s principal operating subsidiaries. Bormyg under this facility are available in multiple
currencies and at various floating rates of intesésDecember 31, 2008, $538.4 million (2007: $£38
million) was drawn on this facility, including conarcial paper issuances.

Long-Term Debt Repayments
Principal repayments on long-term debt in eaclnefriext five years and thereafter are as follows:

($ thousands)

2009 $ 2,643
2010 3,367
2011 556,995
2012 —
2013 504,927
Thereafter 350,000

$ 1,417,932

Finance Costs
Finance costs as shown on the consolidated stateyhgrtome comprise the following elements:
For years ended December 31

(% thousands) 2008 2007
Interest on debt securities:
Short-term debt $ 15,866 $ 25,600
Long-term debt 61,495 46,444
77,361 72,044
Loss (gain) on interest rate derivatives 1,578 (823)
Other finance related expenses, net of sundryasterarned 4,697 5,381
83,636 76,602
Less: interest expense related to discontinuedatipes — (3,760)
Finance costs from continuing operations $ 83,636 $ 72,842
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4. FINANCIAL INSTRUMENTS

OVERVIEW

Finning and its subsidiaries are exposed to mackedtlit, liquidity, and other risks from its usefwfancial
instruments. The Enterprise Risk Management proeghé the Company’s risk management function is
designed to ensure that such risks are identifrethaged and reported. On a quarterly basis, thé Aud
Committee reviews the Company’s process with ragpeatsk assessment and management of key risks,
including the Company’s major financial risks axgh@sures and the steps taken to monitor and control
such exposures. Changes to the key risks are redieythe Audit Committee. The Audit Committee also
reviews the adequacy of disclosures in the Comgafighual Information Form, Management’s
Discussion and Analysis, and Consolidated Finargfialements.

This note presents information about the Compaeyfssure to credit, liquidity, and market risks dmel
Company’s objectives, policies, and processes fraging these risks.

CREDIT RISK

Credit risk is the risk of financial loss to ther@pany if a customer or counterparty to a financial
instrument fails to meet its contractual obligatipand arises principally from the Company’s reakigs
from customers, instalment notes receivables, andative counterparties.

Trade and other receivables

The Company has a large diversified customer lzaskis not dependent on any single customer ompgrou
of customers. Credit risk is minimized becauséhefdiversification of the Company’s operations &l w
as its large customer base and its geographiga¢di®n.

The Company establishes an allowance for impairteitrepresents its estimate of potential losses i
respect of trade and other receivables. The manpoaents of this allowance are a specific loss
component that relates to individually significexposures, and a collective loss component edtieolis
for groups of similar assets in respect of loskasay have been incurred but not yet specifically
identified. The collective loss allowance is detgraa based on historical data of payment stati$bics
similar financial assets, adjusted for current ecoic conditions.

Counterparty credit risk

The Company does have a certain degree of crepltsexe arising from its derivative contracts and
investments. There is a risk that counterpartighdse derivative contracts and investments maguitef
on their obligations. However, the Company minimsi#as risk by ensuring there is no excessive
concentration of credit risk with any single couptaty, by active credit management and monitoramg]
by dealing only with financial institutions thatvyeaa credit rating of at least A- from Standard &oPs
and A (low) from DBRS.

Exposure to credit risk

The carrying amount of financial assets represietsnaximum credit exposure. The exposure to credit
risk at the reporting date was:

($ thousands) December 31, 2008
Cash and cash equivalents $ 109,772
Accounts receivable 840,810
Service work in progress 102,607
Supplier claims receivable 62,912
Instalment notes receivable 38,852
Cross currency interest rate swaps used as a loédage investment 66,417
Forward foreign currency contracts 18,182

$ 1,239,552
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The maximum exposure to credit risk for trade realgies at the reporting date by geographic location
customer was:

($ thousands) December 31, 2008
Canada $ 397,738
U.K. 176,062
South America 212,495
Europe 3,751
Other 4,462

$ 794,508

Impairment losses
The aging of trade receivables at the reporting dats:

December 31, 2008

(% thousands) Gross Allowance

Not past due $ 527331 % 176
Past due 1 — 30 days 172,473 284
Past due 31 — 90 days 65,498 1,618
Past due 91 — 120 days 12,323 2,127
Past due greater than 120 days 44,037 22,949
Total $ 821662 $ 27,154

The movement in the allowance for doubtful accoumtespect of trade receivables during the penead
as follows:

For years ended December 31 ($ thousands) 2008 2007

Balance, beginning of year $ 28,229 $ 28,248
Additional allowance 12,331 13,682
Receivables written off (13,408) (10,489)
Foreign exchange translation adjustment 2 (3,212)
Balance, end of year $ 27,154 $ 28,229

The allowance amounts in respect of trade recedgadnle used to record impairment losses unless the
Company is satisfied that no recovery of the amowmrnng is possible; at that point the amount is
considered not recoverable and is written off agjaime financial asset directly.

LiQuIDITY RISK

Liquidity risk is the risk that the Company will nbe able to meet its financial obligations as tfadlydue.
The Company’s approach to managing liquidity ieisure, as far as possible, that it will alwaysehav
sufficient cash flows to fund its operations andneet its liabilities when due, under both nornral a
stressed conditions. The Company also maintainaineredit facilities which can be drawn upon as
needed.

The following are the contractual maturities ofafintial liabilities and derivatives. The amountsspreed
represent the future undiscounted principal aner@st cash flows and therefore do not equate to the
carrying amount on the consolidated balance sheet.
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Carrying amount Contractual cash flows

($ thousands) December 31, 2008 2009 2010-2011 2012-2013 Thereafter
Non-derivative financial liabilities
Short-term debt $ 193,635 $ (193,635) $ — 3 — 3 —
Unsecured Medium Term Notes 747,016 (40,930) (231,860) (317,940) (444,786)
Eurobond 222,122 (12,583) (25,166) (248,866) —
Unsecured bank facilities 436,226 (9,451) (423,901) (32,539) —
Other term loans 8,006 (3,000) (5,726) — —
Accounts payable and accruals 1,316,818 (1,316,818) — — —
Derivatives
Cross currency interest rate swaps
Pay GBP (fixed) — (11,946) (23,892) (23,892) (364,005)
Receive CAD (fixed) 66,417 14,749 29,497 29,497 446,181
Interest rate swaps
Pay USD (fixed) (1,045) (146) (416) — —
Receive USD (floating) — 13 37 — —
Forward foreign currency contracts and
collars
Sell CAD — (137,500) (2,620) — —
Buy USD 18,182 155,221 3,146 — —
Sell USD (3,389) (309,824) — — —
Buy CAD — 306,579 — — —
Sell CLP (487) (56,011) — — —
Buy USD — 55,107 — — —
Sell USD (9,592) (72,115) — — —
Buy CLP — 64,884 — — —
Share forward
Sell (26,876) — — (54,142) —
Buy $ — 3 — $ — $ 35164 $ —

Canadian dollar (CAD)
United States dollar (USD)

MARKET RISK

British pound (GBP)
Chilean peso (CLP)

Market risk is the risk that changes in marketgsijcsuch as foreign exchange rates and interestwait
affect the Company’s income or the value of itdirajs of financial instruments. The objective ofrked

risk management is to manage and control markeexposures within acceptable parameters.

The Company buys and sells derivatives in the argicourse of business, and also incurs financial
liabilities, in order to manage market risks. Alch transactions are carried out within the gurnddiset
by the Company’s Global Hedging Policy approvedh®s/Audit Committee.

Currency risk

The Company is geographically diversified, withrgigant investments in several different countriese
Company transacts business in multiple currentiesmost significant of which are the U.S. doltag
Canadian dollar, the U.K. pound sterling, and tihéean peso.
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As a result, the Company has foreign currency exgowith respect to items denominated in foreign
currencies. The three main types of foreign exchaisk of the Company can be categorized as follows

Investment in Foreign Operations

All of the Company’s foreign operations are congddeself-sustaining. Accordingly, assets and liabd
are translated into Canadian dollars using the @&axgé rates in effect at the balance sheet datgs. An
unrealized translation gains and losses are redasl@n item of other comprehensive income and
accumulated other comprehensive income.

It is the Company’s objective to manage its expesarcurrency fluctuations arising from its foreign
investments. The Company has hedged a portios &drieign investments through foreign currency
denominated loans and other derivative contraaty.&xchange gains or losses arising from the
translation of the hedging instruments are recoatedn item of other comprehensive income and
accumulated other comprehensive income. Cumulatimeency translation adjustments, net of gains or
losses of the associated hedging instrumentsgaognized in net income when there is a reductidhe
Company’s net investment in the self-sustainingifpr operations.

Transaction Exposure

Many of the Company’s operations purchase, seit, Bnd lease products as well as incur costs
throughout the world in different currencies. Thismatch of currencies creates transactional expasu
the operational level, which may affect the Compapyofitability as exchange rates fluctuate. Ityna
also impact the Company’s competitive positionedative currency movements affect the business
practices and/or pricing strategies of the Compaugmpetitors.

It is the Company’s objective to manage the imp@exchange rate movements and volatility in result
Each operation manages the majority of its tramsaalt exposure through sales pricing policies and
practices. The Company also enters into forwardh@axge contracts to manage residual mismatches in
foreign currency cash flows. As a result, the fomeexchange impact on earnings with respect to
transactional activity is not significant.

Translation Exposure

The most significant foreign exchange impact onGbenpany’s net income is the translation of foreign
currency based earnings into Canadian dollars espgrting period. All of the Company’s foreign
subsidiaries report their operating results in@uocies other than the Canadian dollar. Therefaehange
rate movements in the U.S. dollar and U.K. pouedisg relative to the Canadian dollar will impdcé
consolidated results of the South American and @dgérations in Canadian dollar terms. In addittoe,
Company’s Canadian results are impacted by thelaon of its U.S. dollar based earnings. Sominef
Company’s earnings translation exposure is offgehterest on foreign currency denominated loarts an
derivative contracts associated with the net imaest hedges.

Exposure to currency risk

The Company is exposed to foreign currency riske @irrencies of the Company’s financial instruments
based on notional amounts, were as follows:

December 31, 2008

(thousands) CAD USD GBP CLP
Cash and cash equivalents 22,07¢ 58.35¢ 84¢ 4,702,20:
Accounts receivable 377,03: 79,02¢ 99,29¢ 72,432,16
Short-term and long-term debt (912,311 (319,990 (169,220 —
Accounts payable and accruals (310,433) (522,651) (130,249) (50,658,822)
Gross balance sheet exposure (823,630 (705,26 (199,32) 26,475,55
Cross currency interest rate swaps 328,19( — (150,000 —
Foreign forward exchange contracts and collars 166,45¢ (137,567 — 3,388,33!
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Sensitivity analysis

A 5 percent strengthening of the Canadian dollarresy the following currencies for a full year itala to
the December 31, 2008 month end rates would inere@secrease) profit or loss by the amounts shown
below. A 5% strengthening of the Canadian dollaxiagt the following currencies from the December 31
2008 month end rates would increase / (decreasilydry the amounts shown below. This analysis
assumes that all other variables, in particulauns, relative pricing, interest rates, and hedging
activities are unchanged.

December 31, 2008

($ thousands) Equity Profit or Loss
USD $ (11,800) $ (22,500)
GBP (17,200) (2,200)
CLP $ — 3 700

A 5 percent weakening of the Canadian dollar agaivesabove currencies relative to the December 31,
2008 month end rates would have an equal but ofgpeect on the above currencies in the amounts
shown above, on the basis that all other variadnlesinchanged.

Interest rate risk

The Company’s interest bearing financial assetspeim® instalment note receivables, which bear @ster
at a fixed rate. The Company’s debt portfolio coisgs both fixed and floating rate debt instrumewntt)
terms to maturity ranging up to ten years. In refato its debt financing, the Company is exposed t
potential changes in interest rates, which maye#us Company’s borrowing costs to fluctuate. Fiapt
rate debt exposes the Company to fluctuationsantgbrm interest rates, while fixed rate debt esgm
the Company to future interest rate movements upefmancing the debt at maturity. Fluctuations in
current or future interest rates could result material adverse impact on the Company’s finaneisiilts,
by causing related finance expense to rise. Furtherfair value of the Company’s fixed rate debt
obligations and the mark to market on the croseeogy interest rate swaps may be negatively affieloye
changes in interest rates, thereby exposing thep@oynto potential losses on early settlements or
refinancing.

The Company minimizes its interest rate risk byabaing its portfolio of fixed and floating rate deas
well as managing the term to maturity of its dednttfolio. At certain times the Company utilizes
derivative instruments such as interest rate swapsdjust the balance of fixed and floating ratetde
appropriately determined levels.

Profile

At the reporting date the interest rate profilehef Company’s interest-bearing financial instrureemas
as follows:

December 31, 2008

($ thousands)

Fixed rate instruments

Financial assets $ 42,719

Financial liabilities (986,113)
$ (943,394)

Variable rate instruments

Financial liabilities $ (637,867)
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Fair value sensitivity analysis for fixed rate msghents

The Company does not account for any fixed rat@nional assets and liabilities at fair value throtigh
income statement, and the Company does not cuyrieanie any derivatives (interest rate swaps)
designated as hedging instruments under a faievaddlge accounting model. Therefore a change in
interest rates at the reporting date would notcaffiet income.

A change of 100 basis points in interest rategffull year relative to the interest rates at #ygorting
date would have increased or decreased equity fmpximately $4.8 million.

Cash flow sensitivity analysis for variable ratstmments

A change of 100 basis points in short-term interatsts for a full year relative to the interesesaat the
reporting date would have increased or decreaseidamme by approximately $4.5 million. This anadys
assumes that all other variables, in particulagitpr currency rates, remain constant.

Other risk

The Company’s revenues can be indirectly affectefiugtuations in commodity prices; in particular,
changes in views on long-term commodity priceCémada, commodity price movements in the forestry,
metals, coal, and petroleum sectors can have aacihgm customers’ demands for equipment and
customer service. In Chile and Argentina, significBuctuations in the price of copper and gold bane
similar effects, as customers base their capitaépditure decisions on the long-term outlook fotatse

In the U.K., changes to prices for thermal coal nmagact equipment demand in that sector. Signitican
fluctuations in commodity prices could result imaterial adverse impact on the Company’s financial
results.

Stock -BASED COMPENSATION COSTSRISK

Stock-based compensation is an integral part o€ttrapany’s compensation program, and can be in the
form of the Company’s common shares or cash paysibat reflect the value of the shares. Since
Canadian GAAP require certain stock-based compemsatich is accounted for as liability-based
awards to be recorded on a mark-to-market basmpeansation cost can vary significantly as the poice
the Company’s common shares changes. The Compamnitered into a derivative contract to manage
this potential exposure, called a Variable Rate&karward (VRSF).

The VRSF is cash-settled at the end of a five-y&an, or at any time prior to that at the optiorirod
Company, based on the difference between the Coytgpasmmon share price at the time of settlement
and the execution price plus accrued interest.aMeeage execution price per share was $28.71 on 2.0
million common shares, which approximated the nunob@utstanding deferred share units and vested
share appreciation units as at December 31, 2007.

At December 31, 2008, the VRSF relates to 1.7 omltommon shares at a price of $28.71 plus interest
maturing in 2012. A 5% strengthening or weakenmthe Company’s share price as at December 31,
2008, all other variables remaining constant, wdiade increased or decreased net income by
approximately $0.9 million as a result of revalusertain of the Company’s stock-based compensation.
As the Company’s share price changes, the markatdeah impact related to the stock-based
compensation liability is effectively offset by theark-to-market impact related to the VRSF.
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Fair Values

The following fair value information is providedlsty to comply with financial instrument disclosure
requirements. The Company cautions readers imteepretation of the impact of these estimated fair
values. The fair value of financial instrumentslétermined by reference to quoted market prices for
actual or similar instruments, where availablehypestimates derived using present value or other
valuation techniques. The fair value of accountgirable, notes receivable, short-term debt, andwads
payable and accruals approximates their recordiegyaue to the short-term maturities of these

instruments.

The fair values of the derivatives below have bestimated using market information as at December 3
2008 and 2007, and are recorded at fair value @ibatance sheet as indicated below. These faiesalu
approximate the amount the Company would receiyggrto terminate the contracts:

($ or £ thousands)

2008 Balance Sheet Notional Term to Fair Value
Foreign Exchange Classification Value Maturity Receive (Pay)
Cross Currency Interest Rate Swaps

Pay GBP fixed / receive CAD fixed Other assets — long-term GBP 150,000 perpetual $ 66,417
Forwards buy USD / sell CAD Other assets — current USD 129,321 1-13 months $ 18,182
Swaps sell USD / buy CAD Accounts payable and accruals USD 253,000 1-6 months $ (3,389
Forwards buy USD / sell CLP Accounts payable and accruals USD 45,000 1-2 months $ (487)
Forward sell USD / buy CLP Accounts payable and accruals USD 34,889 1-12 months $ (6,240)
Collars sell USD / buy CLP Accounts payable and accruals USD 24,000 1-12 months $ (3,352
Interest Rates
Interest Rate Swaps Accounts payable and accruals USD 11,250 1-3 years $ (1,045)
Long-Term Incentive Plans
Variable Rate Share Forward Long-term obligations $ 48,809 November 2012 $ (26,876)
2007 Notional Term to Fair Value
Foreign Exchange Value Maturity Receive (Pay)
Cross Currency Interest Rate Swaps

Pay GBP fixed / receive CAD fixed  other assets — long term GBP 150,000 perpetual $ 41,637
Forwards buy USD / sell CAD Accounts payable and accruals USD 166,921 1-12 months $ (3,283)
Forwards buy USD / sell CLP Accounts payable and accruals USD 48,000 1-2 months $ (48)
Forward buy USD / sell CAD Other assets — current USD 3,875 3 months $ 71
Interest Rates
Bond Forward Accounts payable and accruals $ 200,000 September 2008 $ (5,028)
Interest Rate Swaps Accounts payable and accruals USD 11,250 1-4 years $ (325)
Long-Term Incentive Plans
Variable Rate Share Forward Long-term obligations $ 57,422 November2012 $ (193)
Long-Term Debt
The fair value of the Company’s long-term debtsgmeated as follows:
December 31 2008 2007
($ thousands) Book Value Fair Value Book Value Fair Value
Long-term debt $ 1,413,370 $ 1,336,351 $ 806,045 788,459
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5. MANAGEMENT OF CAPITAL

The Company’s objective when managing capital maintain a flexible capital structure which
optimizes the cost of capital at acceptable riskhe management of capital, the Company includes
shareholders’ equity, cash and cash equivalentst-sdrm and long-term debt in the definition opital.

The Company manages its capital structure and nakastments to it in light of changes in economic
conditions and the risk characteristics of its uhyileg assets. In order to maintain or adjust tapital
structure, the Company may purchase shares foettation pursuant to normal course issuer bidsieiss
new shares, issue new debt, issue new debt taceeplasting debt with different characteristicsadjust
the amount of dividends paid to shareholders.

The Company monitors the following ratios: net debtiotal capitalization and dividend payout ratimt
debt to total capitalization and dividend payotitorare non-GAAP measures which do not have a
standardized meaning prescribed by GAAP and thexef@my not be comparable to similar measures
presented by other issuers.

Net debt to total capitalization is calculated lagrsterm and long-term debt, net of cash and cash
equivalents (net debt) divided by total capitai@at Total capitalization is defined as the surmetf debt
and all components of equity (share capital, cbatad surplus, accumulated other comprehensive loss
and retained earnings).

Dividend payout ratio is calculated as the anniatidnd declared per share divided by basic eampsy
share from continuing operations for the past teehonth period.

The Company’s strategy is to maintain the target®st in the following table. The Company believes
that these target ratios are in the optimal ramgkepaiovide access to capital at a reasonable cost.

As at and for years ended December 31

(% thousands, except as noted) 2008 2007

Components of Debt and Coverage Ratios
Cash and cash equivalents $ (109,772) $ (61,860)
Short-term debt 193,635 370,942
Current portion of long-term debt 2,643 215,663
Long-term debt 1,410,727 590,382
Net debt $ 1,497,233 $ 1,115,127
Shareholders’ equity $ 1,567,104 $ 1,617,797

Company Targets 2008 2007

Net debt to total capitalization 40 — 50% 48.9% 40.8%
Dividend payout ratio 25 - 30% 77.2% 22.9%

The net debt to total capitalization ratio is witlihe Company’s target. This ratio is higher tHanrior
year due to the higher debt in 2008, primarily assalt of the acquisition of Collicutt Energy Sees

Inc. and the repurchase of the Company’'s commoreslas part of a normal course issuer bid. The non-
cash goodwill impairment charge negatively impadtexinet debt to total capitalization ratio by 2.3%ca
result of a $151.4 million reduction to equity.

The dividend payout ratio was impacted by the nasihaggoodwill impairment charge noted above.
Excluding the impact of this charge, the dividemagqut ratio would have been 29.9%, an increase over
the 2007 level and within the Company’s target.

Covenant

The Company is subject to a maximum net debt & tapitalization level pursuant to a covenant imith
its syndicated bank credit facility. As at DecemBg&y 2008 and 2007, the Company is in compliantie wi
this covenant.
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Provision for Income Taxes

As the Company operates in several tax jurisdistids income is subject to various rates of taxatilhe
components of the Company’s income tax provisi@nearfollows:

For years ended December 31

(% thousands) 2008 2007
Provision for income taxes
Current
Canada $ 38,663 $ 70,954
International 8,629 19,352
47,292 90,306
Future
Canada (4,037) 230
International 13,859 12,362
9,822 12,592
$ 57,114 $ 102,898

The provision for income taxes differs from the amiothat would have resulted from applying the
Canadian statutory income tax rates to income ftontinuing operations before income taxes as falow

For years ended December 31

(% thousands) 2008 2007
Combined Canadian federal and provincial
income taxes at the statutory tax rate $ 46,010 30.05% $ 125,971 32.89%
Increase / (decrease) resulting from:
Lower statutory rates on the earnings of foreign
subsidiaries (17,349) (11.33)% (24,183) (6.31)%
Goodwill impairment 43,126 28.17% — —
Change in statutory tax rates in UK and Canada (799) (0.52)% (4,536) (1.18)%
Non-deductible stock-based compensation and
other expenses 5,393 3.52% 6,012 1.57%
Income not subject to tax (2,953) (1.92)% (410) (0.11)%
Non-taxable capital gain (11,939) (7.81)% (277) (0.07)%
Other (4,375) (2.86)% 321 0.08%
Provision for income taxes $ 57,114 37.30% $ 102,898 26.87%

Future Income Tax Asset and Liability

Included in other assets on the consolidated balaheets are a current future income tax assdbagd
term future income tax asset of $66.9 million (2085’1.8 million) and $1.7 million (2007: $2.6 milh),

respectively.

68



Finning International Inc.
Annual 2008 Results

Notes to Consolidated Financial Statements

Temporary differences and tax loss carry-forwahdg give rise to future income tax assets andliieds
are as follows:

December 31

($ thousands) 2008 2007
Future income tax assets:
Accounting provisions not currently deductible fax purposes $ 63,696 $ 51,096
Loss carry-forwards 6,435 5,416
Other stock-based compensation 4,203 10,938
Goodwill of foreign subsidiaries 1,172 849
Other — 1,800
75,506 70,099
Future income tax liabilities:
Derivative financial instruments (6,663) (12,968)
Capital, rental, and leased assets (81,767) (63,392)
Employee benefits (46,267) (38,214)
Other (1,364) —
(136,061) (114,574)
Net future income tax liability $ (60,555) $ (44,475)

The Company has recognized the benefit of thewialig tax loss carry-forwards available to reduce
future taxable income and capital gains expiringuigh 2028 for Canada and available indefinitely fo
International:

December 31

(% thousands) 2008 2007
Canada $ 19,809 $ 14,464
International 5,571 5,821

$ 25,380 $ 20,285

7. SHARE CAPITAL

The Company is authorized to issue an unlimitedbemof preferred shares without par value, of which
4.4 million are designated as cumulative redeemaigierred shares. The Company had no preferred
shares outstanding for the years ended Decemb@088,and 2007.

The Company is authorized to issue an unlimitedlvemoef common shares.

The Company repurchased and cancelled 5,901,84&hoarshares during 2008 as part of a normal
course issuer bid. These shares were repurchasedaaerage price of $24.99, which has been aidcat

to reduce share capital by $19.1 million and retdiearnings by $128.4 million. During 2007, the
Company repurchased and cancelled 3,691,400 corshayes at an average price of $27.82, which were
allocated to reduce share capital by $11.9 milliod retained earnings by $90.8 million.

On May 9, 2007, the Company’s shareholders appravalit of the Company’s outstanding common
shares on a two-for-one basis. Each shareholdecofd at the close of business on May 30, 2007,
received one additional share for every outstandirage held on the record date. All stock-based
compensation plans, share, and per-share datebleawneadjusted to reflect the stock split.

A shareholders' rights plan is in place which teiued to provide all holders of common shares thi¢h
opportunity to receive full and fair value for afitheir shares in the event a third party attertpecquire
a significant interest in the Company. The Compadgalership agreements with subsidiaries of
Caterpillar Inc. are fundamental to its busines$ amy change in control must be approved by Calarpi
Inc.
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7. SHARE CAPITAL (CONTINUED)

The plan provides that one share purchase rightb&es issued for each common share and will tratte w
the common shares until such time as any persgroop, other than a “permitted bidder”, bids towdog

or acquires 20% or more of the Company's commoreshat which time the plan rights become
exercisable. The rights may also be triggered thyrd party proposal for a merger, amalgamatioa or
similar transaction. In May 2008, the rights plaasvextended for three years such that it will
automatically terminate at the end of the CompaAyisual Meeting of shareholders in 2011 unless
further extended by the shareholders prior to tihat.

The plan will not be triggered if a bid meets ceri@iteria (a permitted bidder). These criterielude
that:
» the offer is made for all outstanding voting sharethe Company;

* more than 50% of the voting shares have been teddsrindependent shareholders pursuant to the
Takeover Bid (voting shares tendered may be withidrantil taken up and paid for); and

» the Takeover Bid expires not less than 60 days #feedate of the bid circular.

8. StoCK -BASED COMPENSATION PLANS
The Company has a number of stock-based compengatins, which are described below.
Stock Options

The Company has several stock option plans foateemployees and directors with vesting occurring
over a three-year period. The exercise price dfi @ation is based on the closing price of the commo
shares of the Company on the date of the granto@pgranted after January 1, 2004 are exercisalge
a seven-year period. Options granted prior to J3nLia2004 are exercisable over a ten-year petiodler
the 2005 Stock Option Plan, the Company may ispue .5 million common shares pursuant to the
exercise of stock options. At December 31, 200Bn@llion common shares remain eligible to be issue
in connection with future grants under this Stogki@n Plan.

Details of the stock option plans are as follows:

2008 2007

Weighted Weighted

Average Average

For years ended December 31 Options Exercise Price Options Exercise Price
Options outstanding, beginning of year 4,656,402 $ 20.99 3,903,526 $ 14.44
Granted 1,853,100 $ 29.83 1,721,000 $ 31.59
Exercised (209,832) $ 10.47 (746,188) $ 11.50
Cancelled (262,400) $ 26.85 (221,936) $ 19.86
Options outstanding, end of year 6,037,270 $ 23.72 4,656,402 $ 20.99
Exercisable at year end 2,726,492 $ 17.54 1,745,280 $ 11.92

In the second quarter of 2008, the Company grah@si3,100 common share options to senior executives
and management of the Company (2007: 1,721,000 constmare options). In 2008 and 2007, long term
incentives for executives and senior managemerg wade primarily in the form of stock options.slt i

the Company’s practice to grant and price stocloaptonly when it is felt that all material infortran

has been disclosed to the market.

The Company determines the cost of all stock optgmanted since January 1, 2003 using the fairevalu
based method of accounting for stock options. Teshod of accounting uses an option-pricing moalel t
determine the fair value of stock options grantéictvis amortized over the vesting period.
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The fair value of the options granted has beemeaséid on the date of grant using the Black-Scholes
option-pricing model with the following weighted-enage assumptions:

2008 Grant 2007 Grant

Dividend yield 1.27% 1.21%
Expected volatility 25.44% 21.57%
Risk-free interest rate 4.250% 4.09%
Expected life 5.5 years 5.5 years

At the grant date, the weighted average fair vafugach option granted during the year was $8.8872
$7.89). Total stock option expense recognized B820as $10.4nillion (2007: $9.3 million).

The following table summarizes information abowtcktoptions outstanding at December 31, 2008:

Options Outstanding Options Exercisable

Weighted Weighted Weighted

Range of exercise Number Average Average Number Average

prices outstanding  Remaining Life Exercise Price Outstanding Exercise Price
$4.52 - $8.50 777,502 1.5 years $ 6.23 777,502 $ 6.23
$14.69 - $16.27 433,002 3.0 years $ 15.79 433,002 % 15.79
$19.75 - $19.82 1,509,066 4.3 years $ 19.75 999,99 $ 19.75
$25.85 - $31.67 3,317,700 5.9 years $ 30.66 524,99 $ 31.59

6,037,270 4.7years $ 23.72 2,726,492 $ 547

Other Stock-Based Compensation Plans

The Company has other stock-based compensatioa pldhe form of deferred share units and stock
appreciation rights plans that use notional comstare units. These notional units, upon vestirg, ar
valued based on the Company’s common share pritieeohoronto Stock Exchange and are marked to
market at the end of each fiscal quarter.

In December 2007, the Company entered into a Viarlahte Share Forward (VRSF) with a financial
institution to hedge a portion of its outstandirgjesired share units and vested share appreciatits) u
reducing the impact of movements in the Company&ses price on these stock-based compensation plans
— see Note 4.

Details of the plans are as follows:
Directors
Directors’ Deferred Share Unit Plan A (DDSU)

The Company offers a Deferred Share Unit Plan (Dpftmembers of the Board of Directors. Under
the DDSU Plan, non-employee Directors of the Compaay elect to allocate all or a portion of their
annual compensation as deferred share units. Tmétseare fully vested upon issuance. These units
accumulate dividend equivalents in the form of &ddal units based on the dividends paid on the
Company’s common shares. Units are redeemableastr ar shares only following termination of service
on the Board of Directors and must be redeemeddnemMber 3% of the year following the year in which
the termination occurred. The value of the defesteate units when converted to cash will be eganal

to the market value of the Company’s common shairése time the conversion takes place.

Non-employee Directors of the Company were allatatéotal of 39,512 deferred share units in 2008
(2007: 14,301 share units), which were grantetiédirectors and expensed over the calendar ygheas
units are issued.
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Executive
Deferred Share Unit Plan A (DSU-A)

Under the DSU-A Plan, senior executives of the Camypmay be awarded deferred share units as
approved by the Board of Directors. This plan zé§ notional units that are fully vested upon isseao
the executives. These units accumulate dividendalgnts in the form of additional units based ba t
dividends paid on the Company’s common sharesslamé redeemable only following termination of
employment and must be redeemed by Decembéof3he year following the year in which the

termination occurred. No units have been awardekgiuthe DSU-A plan since 2001.

Deferred Share Unit Plan B (DSU-B)

Under the DSU-B Plan, executives of the Company beagwarded performance based deferred share
units as approved by the Board of Directors. Thas pitilizes notional units that become vested at
specified percentages or become vested partialpemember 30 of the year following the year of
retirement, death, or disability. These specifiekls and vesting percentages are based on theabgiap
common share price at those specified levels exogelbr ten consecutive days, the common shacepri
at the date of grant. Vested deferred share uretsea@leemable for a period of 30 days after tertiunaf
employment, or by December3f the year following the year of retirement, deatr disability. The
notional deferred share units that have not vesttdn five years from the date that they were gedn
expire. Only vested units accumulate dividend egjeivts in the form of additional units based on the
dividends paid on the Company’s common shares.mis have been awarded under the DSU-B plan

since 2005.

As at December 31, 2008 and 2007, all outstandi@g Dnits have vested.
Details of the deferred share unit plans, whickertfthe mark-to-market adjustments, excluding the

impact of the VRSF hedge, are as follows:

For years ended December

31 2008

2007

Units DSU-A DSU-B

Outstanding and vested,

DDSU Total

294,0331,490,912
52,226 69,458
(81,817)554,505)

DSU-A DSU-B

104,964 1,353,496
789 14,525
(48,574) (228,321)

DDSU Total

358,2801,816,740
25,402 40,716
(89,649) (366,544)

264,4421,005,865

57,179 1,139,700

294,0331,490,912

$ 8,427% 42,730
(2,540) (12,719)
(2,119) (15,678)

$ 2,508 $ 32,342
406 6,632
(1,275)  (6,310)

$ 8,561 % 43,411
2,636 9,674
(2,770) (10,355)

beginning of year 57,179 1,139,700
Additions 867 16,365
Exercised (32,834) (439,854)
Outstanding and vested,
end of year 25,212 716,211
Liability ($ thousands)

Balance, beginning ofyear $ 1,639 $ 32,664
Expense (income) (319) (9,860)
Exercised (961) (12,598)
Balance, end of year $ 359 $ 10,206

$ 3,768% 14,333

$ 1,639 $ 32,664

$ 8,427 $ 42,730
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Management Share Appreciation Rights (SAR) Plan

Beginning in 2002, awards under the SAR Plan wesatgd to senior managers within Canada and the
U.K. The exercise price is determined based orCihrapany’s common share price on the Toronto Stock
Exchange on the grant date. Under the SAR Plamdsveae expensed over the vesting period of three
years when the market price of the Company’s comshamnes exceeds the exercise price under the plan
for vested units. Changes, either increases oedses, in the quoted market value of common shares
between the date of grant and the measurementetatk in a change in the measure of compensation f
the award and will be amortized over the remaimesting period. The SAR Plan uses notional unds th
are valued based on the Company’s common share gmithe Toronto Stock Exchange.

In 2008 and 2007, there were no SAR units issuedaiwagement. Details of the SAR plans, excludieg th
impact of the VRSF hedge, are as follows:

For years ended December 31

Units 2008 2007
Outstanding, beginning of year 836,875 1,162,132
Exercised (162,351) (317,557)
Cancelled (28,920) (7,700)
Outstanding, end of year 645,604 836,875
Vested, beginning of year 711,102 762,722
Vested 122,105 265,937
Exercised (162,351) (317,557)
Cancelled (25,252) —
Vested, end of year 645,604 711,102
Liability ($ thousands)

Balance, beginning of year $ 11,443 9,965
Expense (income) (9,378) 6,413
Exercised (1,849) (4,935)
Balance, end of year $ 216 $ 11,443

Strike price ranges:

Summary — Impact of Stock-Based Compensation Plans

$13.03 - $16.22

Changes in the value of all deferred share unidissévare appreciation rights is a result of flucarat in
the Company’s common share price and the impaggwfissues, including stock options, partially effs
by the impact of the VRSF hedge. The total impaas an expense of $16.9 million in 2008 (2007: $25.5

million).
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9. EARNINGS PER SHARE

Basic earnings per share (EPS) is calculated kgidiy net income available to common shareholdgrs b
the weighted average number of common shares adistaduring the period. Diluted earnings per share
is calculated to reflect the dilutive effect of exising outstanding stock options by applying tleasury
stock method.

Earnings used in determining earnings per share émntinuing operations are presented below. Egsnin
used in determining earnings per share from discoetl operations are the earnings from discontinued
operations as reported within the consolidateestants of income and retained earnings.

For years ended December 31 Income Shares Per Share
($thousands, except share and per share amounts)

2008

Basic EPS from continuing operations:

Net income from continuing operations $ 95,996 172,361,881  $ 0.56
Effect of dilutive securities: stock options — 957,076 —
Diluted EPS from continuing operations:

Net income from continuing operations and assunoedersions $ 95,996 173,318,957 $ 0.55
2007

Basic EPS from continuing operations:

Net income from continuing operations $ 280,107 228411  $ 1.57
Effect of dilutive securities: stock options — 1,615,544 —
Diluted EPS from continuing operations:

Net income from continuing operations and assunoedersions $ 280,107 180,459,955 $ 1.55

10.INVENTORIES

December 31 2008 2007

(% thousands)

On-hand equipment $ 1,013,204 $ 844,699
Parts and supplies 384,112 326,581
Internal service work in progress 76,188 36,522
Inventories $ 1,473,504 $ 1,207,802

For the year ended December 31, 2008, on-hand reguiy) parts, supplies, and internal service work in
progress recognized as an expense amounted ta&3million (2007: $3,570.5 million). For the year
ended December 31, 2008, the write-down of invéesdo net realizable value, included in cost ¢ésa
amounted to $20.8 million (2007: $23.5 million).
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11. OTHER ASSETS
December 31

(% thousands) 2008 2007

Other assets — current:
Future income taxes (Note 6) $ 66,889 $ 51,806
Value Added Tax receivable 7,868 6,519
Prepaid expenses 21,980 13,817
Current portion of finance assets (Note 12) 29,344 11,789
Supplier claims receivable 62,912 45,780
Income taxes recoverable 45,081 582
Short-term derivative contracts receivable (NQte 4 18,182 —
Other 35,846 36,549

$ 288,102 $ 166,842

Other assets — long-term:

Accrued defined benefit pension asset (Note 21) $ 157,028 $ 126,747
Long-term swap contracts receivable (Note 4) 66,417 41,637
Investment in Energyst B.V. (a) 34,655 17,105
Deferred project costs — 746
Future income taxes (Note 6) 2,521 2,567
Other 36,972 16,834

$ 297,593 $ 205,636

(&) The Company accounts for its 25.4% investmefnergyst using the equity method of accounting. |
2008, the Company increased its interest in Enétgypurchasing 36,455 new shares that were issued
from Treasury for cash of $11.5 million (EUR 7.6lman). As a result, the Company’s equity interist
Energyst increased to 25.4% from 24.4%.

12. FINANCE ASSETS
December 31

(% thousands) 2008 2007
Instalment notes receivable $ 38,852 $ 36,590
Equipment leased to customers 2,676 2,636
Less accumulated depreciation (513) (723)
2,163 1,913
Total finance assets 41,015 38,503
Less current portion of instalment notes receivable (29,344) (11,789)

$ 11,671 $ 26,714

Depreciation of equipment leased to customershiryear ended December 31, 2008 was $0.4 million
(2007: $5.7 million). Depreciation expense in 20€ffects a full year of depreciation on a highelabeae
of equipment leased to customers before signifideamosals in the fourth quarter of 2007.

13. RENTAL EQUIPMENT

December 31

(% thousands) 2008 2007
Cost $ 1,621,494 $ 1,707,545
Less accumulated depreciation (633,659) (679,244)

$ 987,835 $ 1,028,301

Rental equipment under capital leases of $40.4ani(2007: $22.9 million), net of accumulated
depreciation of $6.5 million (2007: $9.4 millio@xe included above. Depreciation of rental equiprfen
the year ended December 31, 2008 was $2m8lion (2007: $278.7 million).
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14. CAPITAL ASSETS
Land, Buildings, and Equipment

December 31 2008 2007
Accumulated Net book Accumulated Net book
($ thousands) Cost depreciation value Cost  depreciation value
Land $ 71,224 $ — 71,224 $ 55,217 $ — 8 55,217
Buildings and equipment 610,253 (210,618) 399,635 488,848 (195,142) 293,706
$ 681,477 $ (210,618) $ 470,85% 544,065 $ (195142) $ 348,923

Land, buildings, and equipment under capital lea$&d12.1 million (2007: $13.5 million), net of
accumulated depreciation of $2.9 million (2007 2%aillion), are included above. Depreciation of
buildings and equipment for the year ended Decerdbg2008 was $44.4 million (2007: $38.1 million).

Intangible Assets

December 31 2008 2007
Accumulated Net book Accumulated Net book
($ thousands) Cost amortization value Cost  amortization value
Subject to amortization
Customer contracts and related
customer relationships $ 12879 % (3,248) $ 9,631% 3,132 $ (1,549) $ 1,583
Software 44,844 (16,777) 28,067 34,994 (12,675) 22,319
57,723 (20,025) 37,698 38,126 (14,224) 23,902
Indefinite lives
Distribution rights 646 — 646 646 — 646
$ 58369 $ (20,025) $ 38,344% 38,772 $ (14,224) $ 24,548

The Company acquired intangible assets subjeantwtization of $18.9 million in 2008 (2007: $10.8
million). Amortization of intangible assets subjéatamortization for the year ended December 30320

was $6.8 million (2007: $4.1 million).

Certain intangible assets are considered to haladimte lives because they are expected to gemeeeth

flows indefinitely.
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15. ACQUISITION

On January 15, 2008, the Company’s Canadian opardinning (Canada), acquired all of the issuedi an
outstanding common shares of Collicutt Energy Sesvitd. (Collicutt), a Canadian oilfield service
company. The purchase is accounted for under trehase method of accounting. The results of
Collicutt’s operations have been included in thesmbidated financial statements since that date.

The purchase price of the Collicutt acquisitioratetl $136.4 million. The purchase price was funded

through $84.3 million in cash and 15,403 commoneshaf the Company with a value of $0.4 million.

Acquisition costs of $6.9 million were incurred gmaid on the transaction. On the date of the atopns

the Company repaid $44.8 million of Collicutt’s sting bank debt resulting in aggregate consideraifo
$136.4 million.

In December 2008, the Company finalized its vabratf the Collicutt net assets acquired and madlifie
the purchase price allocation. This resulted imarease in goodwill of $3.0 million from that reped in
the third quarter of 2008.

The following table summarizes the fair value & #ssets acquired and liabilities assumed at tieeoda
acquisition.

(% thousands)
Cash $ 159
Inventories 29,914
Other current assets 20,985
Future income taxes — current 4,203
Property, plant, and equipment 99,255
Intangible assets 6,670
Goodwill 10,282
Total assets acquired 171,468
Current liabilities 18,320
Future income taxes — long-term 16,795
Total liabilities assumed 35,115
Net assets acquired $ 136,353

The intangible assets acquired primarily represastomer relationships and non-competition agreésnen
Customer relationships valued at $4.4 million s amortized on a straight-line basis over their
estimated life of three years, and non-competitigreements valued at $1.9 million are being anexitiz
on a straight-line basis over their estimateddifseven years.

The goodwill was assigned to the Canada operaégment and is not deductible for tax purposes.
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16. DISPOSITION OF DISCONTINUED OPERATION

On July 31, 2007, the Company sold the businessaasets of the Tool Hire Division of the Company’s
U.K. subsidiary, Hewden Stuart Plc, excluding esthte, for cash proceeds of $242.9 million
(approximately £112 million), net of costs.

The gross sale price, net of taxes and transactists, was approximately equal to the net bookevafu
the net tangible assets and goodwill associatdu tivé tools rental business, and resulted in aam-gdi
gain on disposal of $0.1 million.

The results of operations of the Tool Hire Divisizawve been included in the consolidated statenténts
cash flow up to the date of disposition and asatisnued operations in the consolidated statemmants
income up to the date of disposition. The resuith® Tool Hire Division had previously been regarin
the Finning UK Group segment

Loss from the Tool Hire Division to the date ofghsition is summarized as follows:
For year ended December 31, 2007

($ thousands)

Revenue $ 113,272
Loss before provision for income taxes (4,108)
Gain on sale of discontinued operations 38,590
Provision for income tax expense (36,532)
Loss from discontinued operations $ (2,050)
The significant net cash flows from the Tool HirevziBion are as follows:

For year ended December 31, 2007

($ thousands)

Cash flows used in operating activities $ (3,795)
Cash used in investing activities $ (561)
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17. GoobwiILL
The change in the carrying amount of goodwill i$ad®ws:

December 31, 2008 South

(% thousands) Canada America UK Group  Consolidated
Goodwill, beginning of year $ 33431 $ 28504 $ 189,164 $ 251,099
Acquired (a) (Note 15) 10,380 40 — 10,420
Goodwill impairment (b) — — (151,373) (151,373)
Disposed — — (1,428) (1,428)
Foreign exchange translation adjustment — 6,833 (16,273) (9,440)
Goodwill, end of year $ 43811 $ 35377 $ 20,090 $ 99,278
December 31, 2007 South

($ thousands) Canada America UK Group  Consolidated
Goodwill, beginning of year $ 32388 $ 33342 $ 316 $ 381,870
Acquired (a) 1,043 — — 1,043
Adjustment to purchase price — 253 — 253
Disposed (Note 16) — — (91,136) (91,136)
Foreign exchange translation adjustment — (5,091) 35,840) (40,931)
Goodwill, end of year $ 33431 $ 28504 $ 189,164 $ 251,099

(@) In 2008, the Company acquired the assets asiddss operations of Fort Saskatchewan Rentals Inc
an equipment rental company based in Saskatch&vearada for cash of approximately $1.3 million, and
all of the issued and outstanding common shar€obiicutt, as described in Note 15. In 2007, the
Company acquired the assets and business operafitfanline Rent-All (1986) Ltd., an equipment
rental company based in Alberta, Canada, for céspmroximately $2.7 million.

(b) The Company performed its annual goodwill inngent review in the fourth quarter of 2008 and
determined that the fair value of Hewden was Ikas its book value, primarily due to increasing
economic uncertainty in the global market and tighdr cost of capital assumptions in the valuation
methodology. As a result, the Company recordedoalgdl impairment of $151.4 million.

18. LONG-TERM OBLIGATIONS

December 31

(% thousands) 2008 2007

Stock-based compensation (Note 8) $ 41,425 $ 54,173
Leasing obligations (a) (Note 24) 16,975 12,618
Employee future benefit obligations 20,311 17,498
Sale leaseback deferred gain 7,854 8,470
Asset retirement obligations (b) 1,119 1,423
Other 8,612 7,517

$ 96,296 $ 101,699

(a) Capital leases issued at varying rates ofestdrom 0.7% - 17.4% and maturing on various dapet®
2026.

(b) Asset retirement obligations relate to estimdtgure costs to remedy dilapidation costs onatert
operating leases in the U.K. and are based on éngp@ny’s prior experience, including estimates for
labour, materials, equipment, and overheads sushrasyor and legal costs. To determine the recbrde
liability, the future estimated cash flows haverbdescounted using the Company’s credit-adjustekd ri
free rate of 4%. Should changes occur in estimiatiede dilapidation costs, revisions to the lidikcould
be made. The total undiscounted amount of estinwsh flows is $1.7 million, and the expected tignin
of payment of the cash flows is estimated to be twe next thirty years.
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19. CUMULATIVE CURRENCY TRANSLATION ADJUSTMENTS

The Company’s subsidiaries operate in three funatiourrencies: Canadian dollars, U.S. dollars,taed
U.K. pound sterling. The Company experiences foreigrrency translation gains or losses as a result
consolidating the financial statements of self-aushg foreign operations. These unrealized foreign
currency translation gains or losses are reconddael Accumulated Other Comprehensive Income/Loss
account on the Consolidated Balance Sheet. Curteaglation adjustments arise as a result of
fluctuations in foreign currency exchange ratethatperiod end. The cumulative currency translation
adjustment for 2008 mainly resulted from the wedkanadian dollar relative to the U.S. dollar (23.9%
stronger), and stronger relative to the U.K. postadling (8.7% stronger), from December 31, 2007 to
December 31, 2008.

The exchange rates of the Canadian dollar agdiadbtlowing foreign currencies were as follows:
December 31

Exchange rate 2008 2007
U.S. dollar 1.2246 0.9881
U.K. pound sterling 1.7896 1.9600

For years ended December 31

Average exchange rates

U.S. dollar 1.0660 1.0748
U.K. pound sterling 1.9617 2.1487
20. SUPPLEMENTAL CASH FLOW INFORMATION

Non cash working capital changes

For years ended December 31

($ thousands) 2008 2007
Accounts receivable and other $ (159,284) $ (158,857)
Inventories — on-hand equipment (112,587) (65,548)
Inventories — parts and supplies (43,045) (31,897)
Accounts payable and accruals 85,340 31,215
Income taxes (69,013) 6,499
Changes in working capital items (298,589) (218,588)

Components of cash and cash equivalents
December 31

(% thousands) 2008 2007

Cash $ 105,905 $ 16,533
Short-term investments 3,867 45,327
Cash and cash equivalents $ 109,772 $ 61,860

Interest and tax payments

For years ended December 31

($ thousands) 2008 2007
Interest paid (83,569) $ (74,668)
Income taxes paid (94,767) $ (105,091)

@ A
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21. EMPLOYEE FUTURE BENEFITS

The Company and its subsidiaries in Canada antl ikehave defined benefit pension plans and defined
contribution pension plans providing retirementdféa for most of their permanent employees.

The defined benefit pension plans include bothsteged and non-registered pension plans that pravid
pension based on the members’ final average eariaingd years of service while participating in the
pension plan.

* In Canada, defined benefit plans exist for eligdmeployees. Final average earnings are based on the
highest 3-5 year average salary and there is molatd indexation feature. Effective July 1, 200dnn
executive members of the defined benefit plan wéiered a voluntary opportunity to convert their
benefits to a defined contribution pension plare Tégistered defined benefit plan was subsequently
closed to all new non-executive employees, wheehgible to enter one of the Company’s defined
contribution plans. The defined benefit pensiompdantinues to be open to new executives. Pension
benefits under the registered plans’ formula tixaked the maximum taxation limits are provided
from a non-registered supplemental pension planefts under this plan are partially funded by a
Retirement Compensation Arrangement.

* Finning (UK) provides a defined benefit plan forerhployees hired prior to January 2003. Final
average earnings are based on the highest 3-yead p&d benefits are indexed annually with
inflation subject to limits. Effective January 20@Bis plan was closed to hew non-executive
employees and replaced with a defined contribytiemsion plan. The defined benefit plan was
temporarily re-opened in June 2003, on a one-tiasesbto allow for the transfer of employees
assumed upon the acquisition of the Lex Harveyrtassi. These employees were allowed to join the
Finning (UK) defined benefit pension plan, for frewservice only. With the sale of the UK Materials
Handling business, certain employees became noreanembers of the defined benefit plan.

* Hewden has two defined benefit plans that are épetigible management and executive members by
invitation only. Final average earnings are basethe highest 3-year period and benefits are indlexe
annually with inflation subject to limits. With trsale of the Hewden Tool Hire business, certain
employees became non-active members of the delfi@eefit plan.

The defined contribution pension plans in Canadaegistered pension plans that offer a base Comnpan
contribution rate for all members. The Company @ai#lo partially match employee contributions to a
maximum additional Company contribution of 1% ofayee earnings. The defined contribution
pension plan in the UK offers a match of employesticbutions, within a required range, plus 1%.

The Company’s South American employees do notgyatie in employer pension plans but are covered
by country specific legislation with respect toemanity plans. The Company has recorded a liakiity
employees based on an actuarial valuation of aatied payments to employees. An amount of $4.3
million was expensed in 2008 (2007: $4.8 million) & total obligation at December 31, 2008 of $20.3
million (2007: $17.5 million).
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21. EMPLOYEE FUTURE BENEFITS (CONTINUED)

The expense for the Company’s benefit plans, pilyn&r pension benefits, is as follows:

For years ended December 31 2008 2007

($ thousands) Canada UK Hewden Total Canada UK Hewden Total
Defined contribution plans

Net benefit plan expense $21,163 $ 1,104 $ 159 $ 22,426 $16,193 $ 823 $ 241 $ 17,257
Defined benefit plans

Current service cost, net of

employee contributions $ 7,014 $ 3,713 $ 1,436 $ 12,163 $ 8,343 $ 5,328 $ 2,039 $ 15,710
Interest cost 18,474 24,329 10,324 53,127 16,563 26,238 10,582 53,383
Actual loss (return) on plan

assets 42,184 86,407 33,859 162,450 (8,120) (17,619) (7,321) (33,060)

Actuarial (gains) losses (60,837) (99,297) (30,120) (190,254)
Plan curtailment (a) — — — —

(3,559) (75,643) (21,148) (100,350)
— — 958 958

Employee future benefit costs
before adjustments to
recognize the long-term nature
of employee future benefit
costs

Adjustments to recognize the
long-term nature of employee
future benefit costs:

Difference between expected
return and actual return on plan
assets for year

Difference between actuarial
loss recognized for year and
actual actuarial gain on
accrued benefit obligation for

6,835 15,152 15,499 37,486

(62,505) (115,187) (45,539) (223,231)

13,227 (61,696) (14,890) (63,359)

(11,707) (11,498) (4,280) (27,485)

year 64,060 100,941 30,693 195,694 5,769 82,102 22,894 110,765
Difference between

amortization of past service

costs for year and actual plan

amendments for year 298 (647) (143) (492) 298 (709) — (411)
Amortization of transitional

obligation / (asset) (19) (1,140) 1,259 100 (19) (1,248) 1,523 256
Defined benefit costs recognized 8,669 (881) 1,769 9,557 7,568 6,951 5,247 19,766
Total $29,832 $§ 223 $ 1,928 $ 31,983 $23,761 $ 7,774 $ 5488 $37,023

(a) As a result of the sale of the Tool Hire Divisj the Company recognized a curtailment to refleetimpact of
the significant reduction of the expected yearkitfre service of active employees patrticipatinghia Hewden

defined benefit plans.

Total cash payments for employee future benefit@®8, which is made up of cash contributed by the
Company to its defined benefit plans and its defioentribution plans was $49.3 million and $22.4
million, respectively (2007: $78.5 million and $2nillion, respectively).
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Information about the Company’s defined benefihpla as follows:

For years ended December 31 2008 2007

($ thousands) Canada UK Hewden Total Canade UK Hewden Total
Accrued benefit obligation

Balance at beginning of year $318,152 $400,820 $169,964 888,936 $313,435 $531,79%215,008% 1,060,242

Current service cost 8,708 6,179 2,346 17,233 10,068 8,126 3,298 21,492
Interest cost 18,474 24,329 10,324 53,127 16,563 26,238 10,582 53,383
Benefits paid (17,244) (14,191) (9,053) (40,488) (18,355)  (19,959) (8,820) (47,134)
Actuarial (gains) losses (60,837) (99,297) (30,120) (190,254) (3,559) (75,643) (21,148) (100,350)
Foreign exchange rate changes —  (27,567) (12,451) (40,018) — (69,741) (28,956) (98,697)
Balance at end of year $267,253 $290,273 $131,01¢ 688,536 $318,152 $400,82@% 169,964% 888,936
Plan assets

Fair value at beginning of year $ 298,994 $407,486 $159,086 $ 865,566 295,019 $424,98%160,792$% 880,793
Actual return (loss) on plan

assets (42,184) (86,407) (33,859) (162,450) 8,120 17,619 7,321 33,060
Employer contributions (a) 16,369 22,018 11,980 50,367 12,485 46,169 23,268 81,922
Employees’ contributions 1,694 2,466 910 5,070 1,725 2,798 1,259 5,782
Benefits paid (17,244) (14,191) (9,053) (40,488) (18,355) (19,959) (8,820) (47,134)
Foreign exchange rate changes —  (28,751) (11,197) (39,948) — (64,123) (24,734) (88,857)
Fair value at end of year $257,629 $302,621 $117,867 $ 678,11%298,994 $407,48% 159,086% 865,566
Funded status — plan

surplus/(deficit) $ (9,624)$ 12,348 $(13,143% (10,419) $(19,158) $ 6,666% (10,878% (23,370)
Unamortized net actuarial loss 63,115 71,196 35,697 170,008 64,670 63,740 22,306 150,716
Unamortized past service costs 1,769 (6,496) (1,655) (6,382) 2,067 (7,762) — (5,695)
Contributions remitted after

valuation date 2,934 1,659 897 5,490 3,984 1,833 998 6,815
Unamortized transitional

obligation/asset (83) (5,129 3,543 (1,669) (102) (6,756) 5,139 (1,719)
Accrued benefit asset/(liability)

(b) $ 58,111 $ 73,578 $ 25,339 $ 157,028 51,461 $ 57,72% 17,565% 126,747

(@) In 2007, an additional pension payment of $47illion was made to fund the UK pension plans as
agreed at the time of the sale of the Materialsdiag Division.

(b) The accrued benefit asset or liability is difésd in either other assets or long-term obligasip
respectively, on the consolidated balance sheets.

Included in the above accrued benefit obligatiod fair value of plan assets at the year-end are the
following amounts in respect of plans that arefatdy funded:

For years ended December 31 2008 2007

($ thousands) Canada UK Hewden Total Canade UK Hewden Total
Accrued benefit obligation $219,457 $ — $118,702 $338,159%$262,895 $ — $154,093 $416,988
Fair value of plan assets 205,180 — 105,409 310,589 236,336 — 143,011 379,347
Funded status — plan deficit $ 14,277 $ — $ 13,293 $ 27,5705 26,559 $ — $ 11,082 $ 37,641

For measurement purposes, assets and liabilititgeqgflans are valued as at November 30. Plansadset
not include direct investment in common shareh©ef@ompany at December 31, 2008 and 2007.

83



Finning International Inc.
Annual 2008 Results

Notes to Consolidated Financial Statements

21. EMPLOYEE FUTURE BENEFITS (CONTINUED)
Plan assets are principally invested in the follaysecurities at November 30, 2008:

Canada UK Hewden
Equity 45% 61% 58%
Fixed-income 46% 3% 42%
Real estate 9% — —
The significant actuarial assumptions are as fattow
2008 2007

Canada UK Hewden Canada UK Hewden
Discount rate — obligation 7.50% 7.20% 7.20%  5.80% 6.20% 6.20%
Discount rate — expense 5.80% 6.20% 6.20% 5.25% 5.30% 5.30%
Expected long-term rate of return on plan assets 7.25% 7.00% 7.25%  7.25% 7.00% 7.25%
Rate of compensation increase 3.50% 4.00% 4.00%  3.50% 4.00% 4.00%
Estimated remaining service life (years) 8-11 14 13 10-15 14 13

Discount rates are determined based on high quadifyorate bonds at the measurement date, November
30. Recent market conditions and the current ecanenvironment have resulted in significantly highe
corporate bond yields at November 30, 2008 tharenious years. If yields were lower, the accrued
defined benefit pension obligations as presentedignnote would be higher. As an indication of the
sensitivity of Finning’s defined benefit pensiorightion, if the discount rates were 0.25% lower at
November 30, 2008, the accrued defined benefitiperabligation presented would have increased by
approximately $8 million for Finning (Canada)’s péa £7 million for the Finning UK plan, and £3 riah

for the Hewden plans.

Defined benefit pension plans are country andyesfpiecific. The major defined benefit plans andrthe
respective valuation dates are:

Defined Benefit Plan Last Actuarial Valuation Date  Next Actuarial Valuation Date
Canada — BC Regular & Executive Plan December 306 2 December 31, 2009

Canada — Executive Supplemental Income Plan DeaeBih006 December 31, 2009

Canada — General Supplemental Income Plan Dece3nb@006 December 31, 2009

Canada — Alberta Defined Benefit Plan DecembeBD5 December 31, 2008

Finning UK Defined Benefit Scheme December 31, 2005 December 31, 2008

Hewden Stuart Pension Scheme December 31, 2005 nibecs1, 2008

Hewden Pension Plan January 1, 2008 January 1, 2011

22. ECONOMIC RELATIONSHIPS

The Company distributes and services heavy equiparehrelated products. The Company has dealership
agreements with numerous equipment manufacturevejioh the most significant are with subsidiaries

of Caterpillar Inc. Distribution and servicing oaterpillar products account for the major portiénhe
Company's operations. Finning has a strong relstipnwith Caterpillar Inc. that has been ongoingsi

1933.
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The Company and its subsidiaries have operatedapiymn one industry during the year, that beihg t
selling, servicing, and renting of heavy equipmesmd related products.

The reportable operating segments are as follows:

» Canadian operations: British Columbia, Alberta, Yuon Territory, the Northwest Territories, and a

portion of Nunavut.

* South American operations: Chile, Argentina, Uruguand Bolivia.
* UK Group operations: England, Scotland, Wales, Igatk Islands, and the Channel Islands

» Other: corporate head office.

For year ended December 31, 2008 South UK Goodwill
(% thousands) Canada America Group Other Impairment Consolidated
Revenue from external sources $ 3,216,946 $ 1,501,633 $ 1,272,842 $ 4 $ — $ 5&m
Operating costs (2,801,877) (1,313,753) (1,099,805) (46,709) — (5,262,144)
Depreciation and amortization (164,489) (34,217) (125,447) (208) — (324,361)
Other income (expenses) (16,102) (5,428) 6,036 (1,307) — (16,801)
Goodwill impairment (Note 17) — — — — (151,373) (151,373)
Earnings before interest and taxes$ 234,478 $ 148,235 $ 53,626 $ (48,228) (151,373)$ 236,746
Finance costs (83,636)
Provision for income taxes (57,114)
Net income $ 95,996
Identifiable assets $ 2,094,186 $ 1,350,929 $ 1,135,352 $ 139,908 $ — 4,%20,375
Capital assets $ 278,171 $ 115626 $ 114811 $ 595 §$ — $ 509,203
Gross capital expendituré$ $ 143269 $ 47940 $ 15234 3 — 3 — $ 206,443
Gross rental asset expenditures $ 296,166 $ 76,715 $ 161,803 $ — $ — $ 534,684
For year ended December 31, 2007 South UK Gooduwill

($ thousands) Canada America Group Other Impairment  Consolidated
Revenue from external sources $ 2,936,229 $ 1,825,% 1,400,427 $ 6 $ — $ 5,662,244
Operating costs (2,486,030) (1,171,761) (1,191,290) (30,867) — (4,879,948)
Depreciation and amortization (165,488) (25,922) (136,474) — — (327,884)
Other income (expenses) 1,602 (551) 384 — — 1,435
Earnings from continuing

operations before interest and

taxes $ 286,313 $ 127,348 $ 73,047 $ (30,861) — $ 455,847
Finance costs (72,842)
Provision for income taxes (102,898)
Net income from continuing

operations 280,107
Loss from discontinued

operations, net of tax (2,050)
Net income $ 278,057
Identifiable assets $ 1,820,394 $ 810465 $ 1,48,6% 68,696 $ — $ 4,134,163
Capital assets $ 158,301 $ 58,339 $ 156,014 $ 817 $ — $ 373471
Gross capital expenditurés $ 23604 $ 21856 $ 32,359 $ — $ — $ 77,819
Gross rental asset expenditures $ 449894 $ 76,481 231,110 $ — $ — $ 757,485

(1) includes capital leases
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24. CONTRACTUAL OBLIGATIONS

Future minimum lease payments due under capitaéleantracts and payments due under various
operating lease contracts are as follows:

For years ended December 31 Capital Operating
(% thousands) Leases Leases
2009 $ 26,336 $ 71,168
2010 6,799 63,159
2011 1,235 49,684
2012 1,083 31,752
2013 1,064 23,465
Thereafter 14,720 150,832
51,237 $ 390,060
Less imputed interest (10,607) n/a
40,630 390,060
Less current portion of capital lease obligation (23,655) n/a
Total long-term capital lease obligation $ 16,975 $ 390,060

25. COMMITMENTS AND CONTINGENCIES

(a) Due to the size, complexity, and nature ofGloenpany’s operations, various legal and tax ma#ess
pending. In the opinion of management, these nsattdl not have a material effect on the Company’s
consolidated financial position or results of opierss.

(b) The Company has committed to pay approximai#&& million over the next three years for consgitin
and implementation support for a new informatiachtelogy system solution for its global operations.

26. GUARANTEES AND | NDEMNIFICATIONS

The Company enters into contracts with rights ainrg in certain circumstances, for the repurcladse
equipment sold to customers for an amount baseth@stimate of the future value of the fair market
price at that time. As at December 31, 2008, tha gstimated value of these contracts outstanding
$172.4 millioncoming due at periods ranging from 2009 to 201%® CTbmpany’'s experience to date has
been that the equipment at the exercise date afdhiact is worth more than the repurchase amdina.
total amount recognized as a provision againsethestracts is $0.million.

As part of the Tool Hire and Materials Handlingidions’ Purchase and Sale Agreements, Finning has
provided indemnifications to the respective thiedtp purchaser, covering breaches of representatidn
warranties as well as litigation and other matsexsforth in the agreement. Claims may be madaéy t
third party purchaser under these agreements fausperiods of time depending on the nature ef th
claim. The maximum potential exposure of Finningemthese indemnifications is 100% of the purchase
price with respect to the Tool Hire Division, arsP4 of the purchase price with respect to the Malri
Handling Division. As at December 31, 2008, Finniragl no material liabilities recorded for these
indemnifications.

In connection with the sale of the Materials HanglIDivision in 2006, the Company provided a guaant
to a third party with respect to a property ledthe lessee were to default, the Company would be
required to make the annual lease payments of appately $1.2 million to the end of the lease tenm
2020. As at December 31, 2008, the Company hadhitity recorded for this guarantee.

In the normal course of operations, the Companyshasral long-term maintenance and repair contracts
with various customers which contain cost per lguarantees.

During the year, the Company entered into varidherocommercial letters of credit in the normal rseu
of operations.
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27. ACCOUNTS RECEIVABLE SECURITIZATION

In 2002, the Company entered into an arrangemehsala a $45.0 million co-ownership interest in a
pool of eligible non-interest bearing trade recblea to a multi-seller securitization trust (thedst”), net
of overcollateralization. Under the terms of theesgnent, which expired on November 29, 2007, the
Company could sell co-ownership interests of upd0.0 million on a revolving basis. The Company
retained a subordinated interest in the cash femigsng from the eligible receivables underlying th
Trust’s co-ownership interest. The Trust and itestors did not have recourse to the Company’s othe
assets in the event that obligors failed to payutiderlying receivables when due. Pursuant to the
agreement, the Company serviced the pool of unidgrheceivables.

On the expiry date, the Company terminated theweeoship interests, ceased all securitizationsof it
accounts receivable, and repurchased previousiyiteed receivables for cash of $45.0 million.

For the 2007 period up to the repurchase of theivables held by the Trust, the Company recognézed
pre-tax loss of $1.gillion relating to these transfers.

In 2007, proceeds from revolving reinvestmentaifections were $451.9 million.
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