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BADGER INCOME FUND ANNOUNCES RECORD RESULTS FOR THE
YEAR ENDED DECEMBER 31, 2008

Calgary, Alberta — Badger Income Fund (“Badger” or the “Fund”) is pleased to announce its results for
the year and three months ended December 31, 2008.

Management’s Discussion and Analysis

The following Management’s Discussion and Analysis (MD&A) should be read in conjunction with the
consolidated financial statements of Badger Income Fund (the “Fund” or “Badger”) and related notes and
material contained in other parts of the annual report. Readers should also refer to the Annual
Information Form for the year ended December 31, 2008. Additional information relating to Badger,
including the Fund’s Annual Information Form, may be found on SEDAR at www.sedar.com.

This MD&A has been prepared taking into consideration information available to March 13, 2009.

Forward-Looking Statements

Certain statements in this press release including the MD&A constitute forward-looking statements.
These statements relate to future events or Badger’'s future performance. These statements involve
known and unknown risks, uncertainties and other factors that may cause the actual results or events to
differ materially from those anticipated in such forward-looking statements. Other factors include, but are
not limited to: the future tax treatment of income trusts; supply-demand fluctuations for oil and natural
gas and related products and services; political and economic conditions; the demand for services
provided by Badger; industry competition; and Badger’s ability to attract and retain key personnel. The
Fund believes that the expectations reflected in these forward-looking statements are reasonable;
however, no assurance can be given that these expectations will prove to be correct and such forward-
looking statements included in this press release should not be unduly relied upon. In addition, these
forward-looking statements relate to the date on which they are made. Badger disclaims any intention or
obligation to update or revise any forward-looking statements, whether as a result of new information,
future events or otherwise, except as required by law.


http://www.sedar.com/

Financial Highlights

($ thousands, except per unit and total units outstanding information)

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

Revenues 40,471 33,356 148,346 117,688
EBITDA ) 9,262 8,901 40,306 32,294
Earnings before income taxes 5,479 5,762 26,168 7820,
Taxes

Current 617 199 1,387 818

Future 2,130 (254) 5,799 3,242
Net earnings 2,732 5,817 18,982 16,723
Net earnings per unit — diluted 0.25 0.54 1.75 1.55
Funds generated from operatiéfis 9,503 8,506 38,981 31,818
Funds generated from operations 0.88 0.79 3.60 2.96

per unit — diluted
Maintenance capital expenditur@s 1,166 964 1,797 3,219
Required long-term debt repayments 108 27 326 109
Cash available for growth and distributiéh 8,253 7,777 37,712 29,013
Cash distributions declared 3,399 3,390 13,587 ,558
Growth capital expendituréd 10,740 5,573 37,271 12,758
Total units outstanding 10,790,744 10,761,668 790,744 10,761,668

The following financial measures do not have aaypdardized meaning prescribed by Canadian generally
accepted accounting principles (GAAP) and may eatdmparable to similar measures as presentedby ot
funds or entities:

@ Earnings before interest, taxes, depreciationaanottization (EBITDA) is a measure of the Fund’srming
profitability and is therefore useful to managemamd investors. EBITDA provides an indication of flesults
generated by the Fund’s principal business actwiprrior to how these activities are financed, tasa® amortized
or how the results are taxed in various jurisdicsidEBITDA is calculated from the Consolidated &ta¢nts of
Earnings and Comprehensive Income and Retainedrigaras gross margin, less selling, general and
administrative costs and foreign exchange lossjgai

@ Funds generated from operations is used to asaisagement and investors in analyzing operatinfgimeance
and leverage. It is not intended to represent dipgraash flow or operating profits for the perioor should it be
viewed as an alternative to cash flow from operpéintivities, net earnings or other measures aifoel
performance calculated in accordance with GAAP dSuyenerated from operations is calculated from the
Consolidated Statements of Cash Flows and is dksecash provided by operating activities befbignges in
non-cash working capital.

®) Maintenance capital expenditures is defined astheunt incurred during the period to keep theightihg
fleet at the same number of units, plus any othpital expenditures required to maintain the exgsbusiness. It
also includes any costs incurred to enhance thtpeal life of a daylighting unit. This amountlisfiuctuate



from period-to-period depending on the number dfsnetired from the fleet. During the three-mop#riod
ended December 31, 2008 Badger added 21 unite titettt and removed three from service. As a re$alof the
units added during the three months ended DeceB1he&2008 represent growth capital expenditureslevthiee
of the units represent maintenance capital expearedit During the year ended December 31, 2008 Badigked
84 units to the fleet, of which five have beeneetitd as maintenance capital expenditures. Thesgorife of a
Badger hydrovac is approximately 10 years. Theameage of the fleet is approximately four-andyears.
During the year growth capital expenditures incl@de3 million in purchases of land and buildingd aertain
plant expenditures incurred on the Red Deer fgcildrowth capital expenditures exclude acquisitioragle during
the period.

“) Cash available for growth and distribution is ubgdnanagement to supplement cash flow as a measure
operating performance and leverage. The objecfilei® measure is to calculate the amount whicvalable for
distribution to unitholders. It is defined as furggmerated from operations, less required debynepats and
maintenance capital expenditures, plus any procesmsved on the disposal of assets.

Overview
Highlights for the year ended December 31, 200&ar®llows:

m The Fund generated improved year-over-year opgraind financial results. Revenues
increased by 26 percent to $148.3 million in 2008 $117.7 million in 2007, while EBITDA
increased by 25 percent to $40.3 million in 20@8ri$32.3 million in 2007.

m EBITDA margins were consistent at 27 percent year-year.

m Cash available for growth and distribution inceshby 30percent to $37.7 million in 2008
from $29.0 million in 2007.

m Long-term debt increased to $39.6 million at Decendi, 2008 from $26.3 million at
December 31, 2007 due to the financing of the ZfjBtal expenditure program, which
included adding new hydrovac units and a $4.3 amlicquisition of land and buildings.

m The Fund increased its extendable, revolving tfadility from $30 million to $40 million as
of May 2008, which provides added financial capatatassist in financing Badger’s growth
capital expenditure program.

m The Fund added 84 new hydrovac units and remavedrbm service, exiting the year with
413 hydrovac units. Of the total, 238 units arerageg in Canada and 175 in the United States.
The growth in hydrovac units was financed from cgsherated from operations and existing
credit facilities.

Selected Annual Financial Information

Year ended December 31,

($) 2008 2007 2006
Revenues 148,345,556 117,687,718 98,370,896
Net earnings 18,981,890 16,722,845 16,496,465
Net earnings per unit — basic 1.76 1.55 1.53
Net earnings per unit — diluted 1.75 1.55 1.53
Total assets 145,529,041 110,798,162 90,192,248
Total long-term debt” 39,581,362 26,254,010 8,625,062
Distributions declared 13,586,593 13,558,421 13,246,4{74




(1) Includes the current portion of long-term debt.
Short-Term Economic Impact

The current economic downturn and the great uniogyti has created in all markets will have
a negative effect on Badger’s business. The eftatisctual Badger work are expected to vary
greatly by segment. The various government annguengs concerning increased
infrastructure spending are potentially positivdBaxlger’s operations given Badger's
involvement with infrastructure projects where esat@on is required. However, the impact of
the economic downturn on the oil and natural gdsstry is negative for Badger, especially in
the Western United States. The actual future imjgagtknown at this time. The list of
opportunities for customers to use Badger senhessshrunk, but opportunities still exist.
Badger’s obvious focus is to go after all oppottiesion this list. Badger has never had long
visibility on its future workflow, and this remainsie today. To maintain its workflow Badger
has traditionally relied on having a long custoitietrand the fact that there is always
excavation occurring which must be done safely.g@ad fleet flexability allows Badger to go
wherever the work is. In response to these economes, Badger has increased its focus on
business development, the results of which are akrat this time.

Overall Performance for the Year Ended December 312008 Compared to the Year
Ended December 31, 2007

Results of Operations

Revenues
Revenues were $148.3 million for the year endecebéer 31, 2008 compared to $117.7
million for the year ended December 31, 2007. Tioeease is attributable to the following:

» Canadian revenues increased by 20 percent fr@é®$illion in 2007 to $95.0

million in 2008. Western Canada hydrovac revengeemsed by 17 percent due to better
coverage, positive performance of corporate opmratand several good projects.
Eastern Canada revenue increased by 23 percenbyeayear due to a general

increase in activity; and

* United States revenues increased by 38 percéiidael million in 2008 from $38.7
million in 2007. Revenue growth reflects the Funcbsitinued focus on certain
geographical areas and market segments, whichi@dsnla growing customer base and
increased demand for hydrovac services. The otl@rmontributing factor was
increased activity related to oilfield service e tUnited States and a couple of major
projects in the Eastern United States.

Badger’'s average revenue per truck per month f082@as $29,200, virtually unchanged from
the $29,300 generated during 2007. The very stightease was due to the large increase in the
hydrovac fleet. The Badger business model workswigh an overall fleet average of $25,000
or more per truck per month.

Included in revenues is $2.1 million of truck pleent and franchise fees for 2008, versus $1.8
million for 2007.



Direct Costs
Direct costs were $96.2 million in 2008, an inceea$$19.8 million from the $76.4 million
recorded in 2007. This is consistent with the iaseein revenues.

During the first quarter of 2008 Badger reclasslifoertain United States expenses, previously
included in selling, general and administrativeenges, to direct costs to better reflect the
nature of those expenses. The comparative figures &lso been reclassified to conform to the
current period’s presentation.

Gross Margin
Gross margin for 2008 was 35.2 percent, Simil&2Q07.

Amortization

Amortization was $12.5 million in 2008 or $2.1 raith higher than the $10.4 million in 2007.
The increase reflects the larger number of hydrawats in the fleet. Included in this figure is
approximately $196,000 related to amortizatiomtdimgible assets with a limited life.

Interest Expense

Interest expense was $1.7 million in 2008 versug #iillion in 2007. The higher interest
expense is attributable to maintaining a higheateag of debt throughout 2008 than in 2007.
The increased debt was used to fund growth capifanditures and business acquisitions
made during 2007.

Selling, General and Administrative Expenses

Selling, general and administrative expenses wer@ ®illion higher at $11.2 million in 2008
compared to $8.2 million in 2007. As a percentageweenues, selling, general and
administrative expenses were 7.6 percent in 20€8ug€e7.0 percent in 2007. The increased
expenses are due to the following:

» Badger hired additional personnel to support tleevtin of the business;

» Badger increased compensation in order to retgimn-quality personnel in a
competitive labour environment;

* Non-cash compensation expense was $1.1 millioruge$6.6 million in 2007;

* Professional fees associated with the Fund’s régyl@ompliance activities were
higher; and,

* General office costs increased.

During the first quarter of 2008 Badger reclasslifoertain United States expenses, previously
included in selling, general and administrativeenges, to direct costs to better reflect the
nature of those expenses. The comparative figures &lso been reclassified to conform to the
current period’s presentation.

Foreign Exchange Loss

The foreign exchange loss results from convertirggltalance sheet and earnings statement
related to the United States operations into Camadiirrency. The foreign exchange loss was
$0.6 million for the year ended 2008 versus a $flBon loss in 2007. During the year there
was a significant increase in the United Stategr&uincome tax liability and expense amounts.
In translating these amounts to Canadian curreroyeggn exchange loss of $1.9 million was
recorded. In translating the remaining United &tditalance sheet and income statement items,
there was an exchange gain of $1.3 million recarded




Income Taxes

The effective tax rate for 2008 was 27 percentusl percent for 2007. The increase was due
to generating more earnings in the United Statashwdre taxed at a higher rate, as well as
incurring withholding taxes on the payment of aidiwnd from the United States to Canada.

The low effective tax rate overall is due to thestrstructure, which results in tax-deductible
distributions being made to unitholders.

Liquidity and Distributions

Funds generated from operations increased to $8i6n in 2008 from $31.8 million in 2007
due to higher Canadian and United States actieitgls. The Fund uses its cash to make
distributions to unitholders, build additional hggtac units, invest in maintenance capital
expenditures and repay long-term debt.

The Fund had working capital of $21.8 million atd®@mber 31, 2008 compared to $19.7
million at December 31, 2007. Included in accoyratgable and accrued liabilities is $4.2
million owing for cab and chassis purchased probécember 31, 2008. Good levels of cash
flow from operations allowed Badger to build newldghting units while maintaining a
healthy working capital position.

The following table outlines the cash availabldéuiod growth and pay distributions to
unitholders in 2008 compared to 2007:

Year ended Year ended
December 31, 2008 December 31, 2007
$ $

Cash provided by operating activities 35,231,938 422,856
Add (deduct): net change in non-cash

working capital 3,748,988 7,384,823
Funds generated from operations 38,980,926 31,897,6
Add: proceeds on disposal of property, plant

and equipment 854,746 523,122
Deduct: required repayments of long-term debt  (329) (108,768)

Deduct: maintenance capital expenditures (1,797,099 (3,219,330)
Cash available for growth capital expenditures

and distributions 37,712,304 29,012,703
Growth capital expenditures 37,271,481 12,758,244
Cash distributions declared 13,586,593 13,558,421

In determining cash available for distributions Ehend excludes non-cash working capital
changes for the year as well as growth capital edipgres. Changes in non-cash working
capital items have been excluded so as to rem@veftacts of timing differences in cash
receipts and disbursements, which generally rexéesaselves and can vary significantly
between fiscal periods. Growth capital expenditin@aege been excluded so as to include only
the maintenance capital expenditures requirechististainability of the existing asset base.



The following table outlines the excess or shdrtgétash provided by operating activities and
net earnings over cash distributions declared dutie years ended December 31, 2008 and
2007:

Year ended Year ended
December 31, 2008 December 31, 2007
$ $

Cash provided by operating activities 35,231,938 422,856
Net earnings 18,981,890 16,722,845
Cash distributions declared 13,586,593 13,558,421
Excess of cash provided by operating

activities over cash distributions declared 625,345 10,874,435
Excess of net earnings over cash

distributions declared 5,395,297 3,164,424

The Fund makes regular monthly cash distributionsgnitholders. These cash distributions may
be reduced, increased or suspended entirely byukiees depending on the operations of
Badger and the performance of its assets. Thela@sh flow available for distribution to
holders of Fund units is a function of numerousdes; including: the Fund’s financial
performance; debt covenants and obligations; wgrkapital requirements; maintenance and
growth capital expenditure requirements for thechase of property, plant and equipment; and
number of units outstanding. It may also be impa&igthe future tax treatment of income
trusts.

The Fund maintains a strong balance sheet anduffasent debt facilities to manage short-
term funding needs as well as planned equipmentianisl Part of the debt management
strategy involves retaining sufficient funds fromadable distributable cash to finance
maintenance capital expenditures as well as woramital needs. Growth capital expenditures
will generally be financed through existing delatiliies or cash retained from operating
activities. The majority of the cash provided bymiing activities was used to finance
maintenance and growth capital expenditures apayalistributions to unitholders.

If maintenance capital expenditures increase mré&iperiods, the Fund’s cash available for
growth capital expenditures and distributions Wwdl negatively affected. Due to Badger’s
growth rate in recent years, the majority of thdrdoyac units are relatively new, with an
average age of approximately four-and-a-half ye&ssa result, Badger is currently
experiencing relatively low levels of maintenanegital expenditures. Over time, Badger
would expect to incur annual maintenance capitpéagitures in an amount that approximates
the amortization expense reported in the yearthefiscal year 2009 Badger estimates it will
remove approximately 40 hydrovac units from thetfladger expects that continued
increases in cash provided by operations and caslahle for growth capital expenditures and
distributions will be sufficient to fund the main@nce capital expenditures in the future.

Badger is restricted from declaring distributionsl alistributing cash if it is in breach of the
covenants under its credit facilities. As at theed# this MD&A the Fund is in compliance
with all debt covenants and is able to fully uslizll existing credit facilities. Badger does not
have a stability rating.



Currently the Fund has a $40 million extendablegkeng facility to fund working capital
requirements and finance capital expenditures,to¢iw$34.1 million was used at December
31, 2008. The Fund’s practice is to utilize an appiate mix of debt and equity to finance its
maintenance capital expenditures and growth iniat

Capital Resources

Investing
In 2008 the Fund spent $39.1 million on propertgnpand equipment compared to $16.0

million in 2007. Included in 2008 spending is $Blion in purchases of land and buildings
and certain plant expenditures incurred on the Beet facility. Also included in this figure is
$4.2 million worth of cab and chassis acquired pigoDecember 31, 2008, which has been
included in equipment under construction. Durif@&, the Fund added 84 new hydrovac units
compared to 56 new hydrovac units built in 2007e €bsts to build a hydrovac unit were
similar in each year. The 2008 capital expenditficrge includes maintenance capital
expenditures of $1.8 million. Generally speakingjmtenance capital expenditures are incurred
during a period to keep the hydrovac fleet at #raesnumber of units, which was five for 2008,
plus any other capital expenditures required tanta@ the existing business.

Financing

On May 9, 2008 Badger renewed its extendable, vevpkredit facility and increased the
amount of the facility from $30 million to $40 nidh. The facility has been used and will
continue to be used to assist in financing Badgea(stal expenditure program and general
corporate activities. The facility has no requipgthcipal repayments. It expires on June 27,
2009 and is renewable at Badger’s option for arntiathdl 364-day period. If not renewed,
interest is payable on the facility for 364 dayfserawhich the entire amount must be repaid.
The facility bears interest at the bank’s prime @t bankers’ acceptance rate plus 1.00 percent
plus 0 to 200 basis points depending on Badgetis of funded-debt-to-EBITDA.

During June 2008 Badger obtained mortgage finanicitige amount of $3.2 million for certain
land and buildings acquired in May 2008 for cashsideration of $4.3 million. The amount is
repayable in monthly principal payments of $17,8li& interest until June 2023 and bears
interest at bank prime plus 0.25 percent.

During 2008 Badger repaid $0.3 million of long-tedebt pursuant to regularly scheduled
repayments. As a result of these principal paymamtisthe proceeds received from the
revolving credit facility and mortgage financingetFund’s long-term debt, including the
current portion, was $39.6 million at year-end 20@8us $26.3 million at year-end 2007. The
increased debt was the result of financing the 20@B2007 capital expenditure programs and
acquisition of land and buildings.

At December 31, 2008 the Fund had a long-term tiebguity ratio of 0.60:1 and a long-term
debt-to-trailing-funds-generated-from-operatiortoraf 1.02:1. Management believes that the
Fund’s healthyalance sheet combined with funds generated fraerabipns will provide
sufficient capital to fund ongoing operations, malksributions to unitholders, finance future
capital expenditures and execute its strategic folathe foreseeable future.

Contractual Obligations and Committed Capital Iivesnt
The Fund intends to meet its contractual obligatitmough funds generated by operating
activities. The Fund’s contractual obligations tlee next five years relating to repayment of




long-term debt (assuming the extendable revolvieglit facility is not renewed on June 27,
2009) and lease payments for shop and office pemnaige as follows:

($000s) Total 2009 2010-2011  2012-2013 _ Thereafte
Long-term debt 39,581 434 35,003 867 3,277
Shop and office leases 1612 778 775 59 -

Total contractual obligations 41,193 1,212 35,778 926 3,277

In addition to the contractual obligations aboueyemr-end 2008 the Fund had committed to
certain capital expenditures totalling approxima&?.2 million. These capital expenditures
will be financed with existing credit facilities @riunds generated from operations, as well as
alternative sources of financing as required. Tlaeeeno set terms for remitting payment for
these financial obligations.

Unitholders’ Capital
Unitholders’ capital increased by $0.6 million 41 million at December 31, 2008. This was
the result of issuing the following units:

e 11,751 fund units from the long-term incentiverpts payment for 2007 management
performance bonuses;

e 2,325 fund units from the long-term incentive péanpartial payment of 2008 fees to non-
management trustees; and

e 15,000 funds units issued on the exercise ofaptibns.

Units outstanding at December 31, 2008 were 107490,There was no change to the balance
as of March 13, 2009.

Off-Balance-Sheet Arrangements
At December 31, 2008 and 2007, the Fund had nbalfince-sheet arrangements.

Transactions with Related Parties

Shea Nerland Calnan LLP provides legal servicdatdger at market rates. David Calnan, a
Trustee and the Corporate Secretary of the Furadp&tner in the law firm of Shea Nerland
Calnan LLP and is involved in providing and mangddadger’s legal services. The total cost
of these legal services in 2008 was $283,000 cosapiar $219,000 in 2007.

Selected Quarterly Financial Information

Quarter Ended

2008 \ 2007
Dec.31 | Sept.30 | June 30 Mar. 31 Dec. 31 Sept. 30 | June30 | Mar. 31

Revenues ($) 40,471,0589,957,349 33,142,814 34,774,334 33,356,010 31,741,950 25,015,707 27,574,051
Net earnings ($) 2,732,192 6,960,013 4,006,788 5,282,897 5,816,949 5136223 1,539,755 4,229,918
Net earnings per unit —

basic () 0.25 0.64 0.37 0.49 0.54 0.48 0.14 0.39
Net earnings per unit —

diluted ($) 0.25 0.64 0.37 0.49 0.54 0.48 0.14 0.39




Fourth Quarter Highlights

m As a result of increased activity in Canada andthitged States, revenue increased to $40.5
million in the three months ended December 31, Z80® $33.4 million in the three months
ended December 31, 2007. Canadian revenues indrbg$epercent due to a general increase
in business in most areas. Badger’s United Statesue increased to $15.7 million from $10.6
million quarter-over-quarter due to increased atgtirelated to oilfield services and performing
services on some major projects.

m Average revenue per truck per month was $29,6®0eirfourth quarter of 2008 compared to
$30,900 per month for the same period in 2007.

m Net earnings decreased from $0.6 million for tire¢ months ended December 31, 2007 to
$0.3 million for the three months ended Decembe2BD8. The main reasons for the decrease
were the increase in tax expense and impact dbtieggn exchange loss comparing the fourth
quarter of 2008 to the fourth quarter of 2007.

m The Fund added 21 hydrovac units to the fleetrantbved three from service.
New Accounting Pronouncements
Section 3064, Goodwill and Intangible Assets

In February 2008 the Canadian Institute of Chadétecountants (CICA) issued Section 3064
“Goodwill and Intangible Assets”, replacing Sect@P62 “Goodwill and Other Intangible
Assets” and Section 3450 “Research and Develop@esits”. The new section establishes
standards for the recognition, measurement, prasent and disclosure of goodwill subsequent
to its initial recognition and of intangible assbysprofit-oriented enterprises. Standards
concerning goodwill are unchanged from Section 30®&s section is effective for fiscal years
beginning on or after October 1, 2008. The Fundsadw¢ expect the adoption of this standard
will have a material impact on its consolidatedafinial statements.

Convergence with International Financial Reportin§tandards

In January 2006, the Accounting Standards Board$®) of the Canadian Institute of
Chartered Accountants adopted a strategic plath&direction of accounting standards in
Canada. On February 13, 2008, the AcSB has corditim effective for interim and annual
financial statements related to fiscal years bagmon or after January 1, 2011, International
Financial Reporting Standards (“IFRS”) will repla€anada’s current Generally Accepted
Accounting Principles (“GAAP”) for all publicly aczintable profit-oriented enterprises.

The Fund is currently evaluating the impact of tthiangeover on its Consolidated Financial
Statements.

. The Fund engaged external consultants from Bné&ung LLP to conduct an
initial assessment of the impact of adopting IFR®iwthe Badger. This
engagement was conducted in December 2008 to waddysdentify and assess the
overall effort required to adopt IFRS within theélines outlined by the AcSB.

. The Fund plans to adopt IFRS according to thedale recommended by the AcSB
and is still evaluating the options and potenti@raptions available upon initial
adoption of IFRS. In addition to an increase indngunt of general disclosure



involved, based on the work done to date, the Fexpects the greatest potential
impact of IFRS adoption to be within the followiageas:

o Unitholders’ capital — Under IFRS instruments mosstevaluated to assess if they are
debt or equity instruments with the related disttitins being associated as either equity
distributions or expenses.

o Property, plant and equipment — Under IFRS, eaa$sadf property, plant and
equipment may be carried on the cost basis orelteed amounts less depreciation. In
addition, the treatment of overhaul and replacemests is different under IFRS.

o Impairment of Long-Lived Assets, Intangibles ando@will — IFRS requires a more
elaborate impairment test than under GAAP, andtéssmust be applied at a more detailed
level, to individual assets or groups of assetessex] to be Cash Generating Units for each
reporting date. IFRS requires the reversal of impant writedowns where previous adverse
circumstances have changed and impairment testshaw®mpleted upon transition to
IFRS.

0 Income taxes — The recognition and measuremerefefreéd tax assets and liabilities
differs under IFRS and current GAAP. In additidm tecognition and treatment of
temporary differences also differs.

Also expected to require changes, but with potéytiiesser impact on existing reporting,
are:

o Operating segments — IFRS does not recognise edinaoy items.

o Inventories — Depending on their nature, sparesjzad treated differently under IFRS
and GAAP.

o Foreign Currency — IFRS is more specific regardirgprocess used to assign a
functional currency to each entity within a corgergroup and does not distinguish between
different types of foreign operations as GAAP catfedoes.

o Financial instruments — Under IFRS, the definitadrclosely related’ in terms of
embedded derivatives differs to that under GAAP.

The Fund anticipates smaller potential impacthefollowing areas:
Share based payments

Business Combinations — for future acquisitions

Cash flow statements

Leases

Revenue

Borrowing costs

Earnings per share

Provisions

Intangible assets

O OO0 O0OO0OO0OO0OO0oOOo

The Fund will use the results of the initial assesst to further evaluate each of the above
areas as well as any new findings (the aboveslisbt necessarily exhaustive) as it proceeds
with the next phase of IFRS adoption efforts, whib@tinuing to monitor ongoing changes in
both IFRS and GAAP in the period leading up to damop



The impact on information technology, controls ofseancial reporting and disclosure controls
is not expected to be significant. The Fund canpleta the assessment of the impact to
investor relations and external communication ptamse the evaluation of the impact to the
consolidated financial statements is complete.

Critical Accounting Estimates

Management is responsible for applying judgemepté@paring accounting estimates. Certain
estimates and related disclosures included witerfinancial statements are particularly
sensitive because of their significance to thenfoa statements and because of the possibility
that future events affecting them may differ signaihtly from management’s current
judgements. An accounting estimate is considerigdadronly if it requires the Fund to make
assumptions about matters that are highly unceataine time the accounting estimate is made,
and if different estimates the Fund could have wsedld have a material impact on Badger’'s
financial condition, changes in financial conditionresults of operations.

While there are several estimates and assumptiadg lmy management in the preparation of
financial statements in accordance with GAAP, tiiving critical accounting estimates have
been identified by management:

Amortization of the Hydrovac Units

The accounting estimate that has the greatest effethe Fund’s financial results is the
amortization of the hydrovac units. Amortizationtbé hydrovac units is carried out on the
basis of their estimated useful lives. The Fundenity amortizes the hydrovac units over 10
years based on current knowledge and past experigéhere is a certain amount of business
risk that newer technology or some other unforesgenmstance could lower this life
expectancy. A change in the remaining life of tiidrbvac units or the expected residual value
will affect the amortization rate used to amortize hydrovac units and thus affect amortization
expense as reported in the Fund’s statements whgarand comprehensive income. These
changes are reported prospectively when they occur.

Tax Pools and Their Recoverability
Badger has estimated its tax pools for the incametovision. The actual tax pools the Fund
may be able to use could be materially differerthafuture.

Intangible Assets

Intangible assets consist of service rights acduit@m Badger’s Operating Partners, customer
relationships, trade name and non-compete agresmém initial valuation of intangibles at

the closing date of any acquisition requires judgeinand estimates by management with
respect to identification, valuation and determgnihe expected periods of benefit. Valuations
are based on discounted expected future cash #ad®ther financial tools and models and are
amortized over their expected periods of benefitairamortized if it is determined the
intangible asset has an indefinite life. Intangiédsets are reviewed annually with respect to
their useful lives or more frequently if eventschanges in circumstances indicate that the
assets might be impaired. The impairment test dedithe application of a fair value test, with
an impairment loss recognized when the carryinguarnof the intangible asset exceeds its
estimated fair value. Impairment provisions areneoersed if there is a subsequent increase in
the fair value of the intangible asset.




Goodwill

Goodwill is the amount that results when the cdstoguired assets exceeds their fair values at
the date of acquisition. Goodwill is recorded attcoot amortized and tested at least annually
for impairment. The impairment test includes thpl@ation of a fair value test, with an
impairment loss recognized when the carrying amotigpodwill exceeds its estimated fair
value. Impairment provisions are not reverseddfeéhs a subsequent increase in the fair value
of goodwill.

| mpairment of Long-lived Assets

The carrying value of long-lived assets, which e property, plant and equipment and
intangible assets, is assessed for indicationsphirment when events or circumstances
indicate that the carrying amounts may not be rex@ie from estimated cash flows.
Estimating future cash flows requires assumptidomuifuture business conditions and
technological developments. Significant, unantitgdachanges to these assumptions could
require a provision for impairment in the future.

Collectibility of Accounts Receivable

The Fund estimates the collectibility of its acctsureceivable. The Fund continually reviews
its accounts receivable balances and makes analfewvhen a receivable is deemed
uncollectible. The actual collectibility of accoamneceivable could differ materially from the
estimate.

Unit-based Compensation

Compensation expense associated with unit optibgsaat date is an estimate based on various
assumptions such as volatility, annual distributiaaid, risk-free interest rate and expected life.
Badger uses the Black-Scholes methodology to pmduaastimate of the fair value of such
compensation.

Financial Instruments and Risk Management

Fair Values

The Fund'’s financial instruments recognized oncihresolidated balance sheet consist of cash,
accounts receivable, accounts payable, income fygsble, distributions payable and long-
term debt. The fair values of these recognizedhfira instruments, excluding long-term debt,
approximate their carrying value due to their stherin maturity. The carrying value of the
long-term debt approximates fair value because ebtite long-term facilities has a floating
interest rate.

Credit Risk

Credit risk arises when a failure by counter partedischarge their obligations could reduce
the amount of future cash inflows from financiadets on hand at the balance sheet date. A
substantial portion of the Fund’s accounts recdesdblance is with customers in the petroleum
and utility industries and is subject to normalustty credit risks. The Fund manages its
exposure to credit risk through standard credintyng procedures and short payment terms.
The Fund attempts to monitor financial conditiohg®customers and the industries in which
they operate.



Liquidity Risk

Liquidity risk is the risk that, as a result of egonal liquidity requirements, the Fund will not
have sufficient funds to settle a transaction @ndhe date, will be forced to sell financial assets
at a price which is less than what they are wathwyill be unable to settle or recover a financial
asset.

The Fund’s operating cash requirements are contsiyanonitored by management. As factors
impacting cash requirements change, liquidity rislesy necessitate the need for the Fund to
raise capital by issuing equity or obtaining addi#il debt financing. The Fund also mitigates
liquidity risk by maintaining an insurance progrésminimize exposure to insurable losses.

At December 31, 2008, the Fund had available $3l®mof authorized borrowing capacity
on the extendable revolving facility. The credtiftly has no required principal repayment.
The credit facility expires on June 27, 2009 rernaderat the Fund’s option for an additional
364 day period. If not renewed, interest is pagalnl the facility for 364 days after which the
entire amount is to be repaid. The Fund belietvbas sufficient funding through operations
and the use of this facility to meet foreseeallaricial obligations.

Market Risk

The significant market risk exposures affectingfthancial instruments held by the Fund are
those related to interest rates and foreign cuyrerchange rates, which are explained as
follows:

Interest Rate Risk

The Fund is exposed to interest rate risk in r@hato interest expense on its long-term debt.
Interest is calculated at prime to prime plus fertain of its borrowing facilities. The prime
interest rate is subject to change. A sensitivitglgsis would indicate that net earnings for the
year ended December 31, 2008 would have been adifégt approximately $242,000 if the
average interest rate changed by one percent.Fliing does not currently use interest rate
hedges or fixed interest rate contracts to managé&und’s exposure to interest rate
fluctuations.

Foreign Exchange Risk

The Fund has United States operations and its Gamagerations purchase certain products in
United States dollars. As a result, fluctuationthie value of the Canadian dollar relative to the
United States dollar can result in foreign exchagges and losses. The Fund does not
currently have any agreements to fix the exchaateaf the Canadian dollar to the United
States dollar.

Disclosure Controls and Procedures and Internal Cainol over Financial Reporting

Disclosure Controls and Procedures

Badger’'s President and CEO and the VP Finance &@ll@&ve designed, or caused to be
designed under their direct supervision, Badgeasslasure controls and procedures (as defined
by National Instrument 52-109 — Certification oBliosure in Issuers’ Annual and Interim
Filings, adopted by the Canadian Securities Adrtriaigrs) to provide reasonable assurance
that (i) material information relating to Badgercluding its consolidated subsidiaries, is made
known to them by others within those entities, ipatarly during the period in which the annual



filings are being prepared; and (ii) material imf@tion required to be disclosed in the annual
filings is recorded, processed, summarized andrtepon a timely basis. Further, they have
evaluated, or caused to be evaluated under thertdupervision, the effectiveness of Badger’'s
disclosure controls and procedures at Decembe2®I8 and concluded that they were
effective.

Internal Control over Financial Reporting

Badger’'s President and CEO and the VP Finance &Qll@ve also designed, or caused to be
designed under their direct supervision, Badgeatarnal control over financial reporting to
provide reasonable assurance regarding the réladilfinancial reporting and the preparation
of financial statements for external purposes coadance with Canadian GAAP. Further,
using the criteria established in Internal Contrtitegrated Framework published by the
Committee of Sponsoring Organizations of the Tread@ommissionthey have evaluated, or
caused to be evaluated under their direct supenyishe effectiveness of Badger’s internal
control over financial reporting at December 3102@nd concluded that it was effective.

Changesin Internal Control over Financial Reporting

No changes were made to the design of Badger'snaiteontrol over financial reporting during
the year ended December 31, 2008, that have mgtaaféected, or are reasonably likely to
materially affect, its internal control over finaakcreporting.

Inherent Limitations

Notwithstanding the foregoing, because of its iehedimitations a control system can provide

only reasonable assurance that the objectiveseaddhtrol system are met and may not prevent
or detect misstatements. Management’s estimatesomaycorrect, or assumptions about future
events may be incorrect, resulting in varying ressuh addition, management has attempted to
minimize the likelihood of fraud. However, any camtsystem can be circumvented through

collusion and illegal acts.

Business Risks
(Reference is also made to Badger’s Annual Infolonaform.)

Reliance on the Oil and Natural Gas Sector

The oil and natural gas sector accounts for apprataly 60% of the Fund’s revenues. The
petroleum service industry relies heavily on thiiee of capital expenditures made by oil and
natural gas explorers and producers and is alsctaft by certain adverse weather conditions.
These spending decisions are based on severaldaottuding, but not limited to: hydrocarbon
prices, production levels of current reserves, asukss to capital, all of which can vary greatly.
The Badger operating region with the greatest ex@ot® oil and natural gas service activity is
the Western United States. To minimize the imp&the oil and natural gas industry cycles,
the Fund also focuses on generating revenue fremtility and general contracting market
segments.

Competition
The Fund operates in a highly competitive environinfier hydrovac services in Canada and the

United States. In order to remain the leading mevodf hydrovac services in this region,
Badger continually enhances its safety and operaitiorocedures to ensure that they meet or
exceed customer expectations. Badger also has-ti@uise capabilities to continuously
improve its daylighting units so that they remdia thost productive and efficient hydrovacs in



the business. There can be no assurance that Badgepetitors will not achieve greater
market acceptance due to pricing, efficiency, sadeid other factors.

United Sates Operations

Badger also faces risks associated with doing bgsim the United States. The Fund has made
a significant investment in the United States teedt#p the hydrovac market. The growth rate of
the United States market is very hard to predict.

Safety

Safety is one of the Fund’s primary concerns. Batige implemented programs to ensure its
operations meet or exceed current hydrovac saffetylards. The Fund also employs safety
advisors in each region who are responsible fontaaiing and developing the Fund’s safety
policies. In addition, these regional safety adrgsoonitor the Fund’s operations to ensure they
are operating in compliance with such policies.

Amortization of Daylighting Units

The Fund currently amortizes the hydrovac unitg d@eyears, a policy that is based on its
current knowledge and past experience. There é&taio amount of business risk that newer
technology or some other unforeseen circumstanalel dower this life expectancy.

Dependence on Key Personnel

Today, Badger has a strong, stable employee basigeB relies on its ability and the ability of
its agents/franchisees to attract and retain kegommel necessary to maintain and grow its
business. Any loss of services of key personneldchave a material adverse effect on the
business and operations of the Fund. The abilisetare the services of additional personnel is
constrained in times of strong industry activity.

Reliance on Key Suppliers

Badger has established relationships with key seqsplThere can be no assurance that current
sources of equipment, parts, components or rektips with key suppliers will be maintained.
If these are not maintained, Badger’s ability tanofacture its hydrovac units may be impaired.

Fluctuations in Weather and Seasonality

Badger’s operating results have been, and are #&egh&x continue to be, subject to quarterly
and other fluctuations due to a variety of faciaduding changes in weather conditions and
seasonality. For example, in Western Canada Baslgesults may be negatively affected if
there is an extended spring break-up period sifl@nd natural gas industry sites may not be
accessible during such periods. In Eastern Carizatiger has in the past experienced increased
use of its equipment during cold winters, thus ioyimg the results of its operations during

such times. The Fund may then experience a slowgduring spring thaw.

In the Western United States, Badger has from tor@me been restricted by the imposition of
government regulations from conducting its worlemnvironmentally sensitive areas during the
winter mating seasons of certain mammals and birdlis. has had a negative effect on Badger’'s
results of operations. As such, changes in theheeand seasonality may, depending on the
location and nature of the event, have either @&ipe®r negative effect on Badger’s results of
operations.

Fluctuations in the Economy and Political Landscape
Operations could be adversely affected by a geeemomic downturn, changes in the
political landscape or limitations on spending. Therent economic downturn plus uncertainty




will have a negative impact on Badger’s busines® impact at this time is unknown. Badger
will look for opportunities to replace revenue ldste to the downturn. The success of the
company’s efforts is unknown.

Compliance with Government Regulations

While Badger believes it is currently in compliamveh all applicable government standards
and regulations, there can be no assurance thatBéldger’s business will be able to continue
to comply with all applicable standards and regoifes.

Access to Additional Financing

Badger may find it necessary in the future to abgalditional debt or equity to support ongoing
operations, to undertake capital expenditures antltertake acquisitions or other business
combination transactions. There can be no assuadigonal financing will be available to
Badger when needed or on terms acceptable to Baligdger’s inability to raise financing to
support ongoing operations or to fund capital exjitenes or acquisitions could limit the

Fund’s growth and may have a material adverse tefifgan the Fund.

Sf-Insurance

Due to the magnitude of insurance premiums, thellecided to self-insure against any
physical damage it could incur on the Canadian dwak units. This decision will be re-
evaluated periodically as circumstances change Untited States hydrovac units continue to
have insurance purchased by Badger.

Outlook

Two-thousand eight was very good year for Badgadder profitably grew its business and
added to its fleet. The year ahead will be a chghte The economic downturn and uncertainty
will tighten market conditions, meaning that Badggpects there to be less work available in
general, with pricing pressures accompanying tdaaed level of available work. Of particular
concern is the slowdown of oil and natural gasiseractivity in the Western United States.
With the announced infrastructure spending by werigovernments in Canada and the United
States, and Badger’s fleet flexibility (becausehiidrovacs can travel to do work), Badger’s
management team is focused on finding opporturtitiegilize the fleet. Badger’s service
offering is second to none, the balance sheetasgtand the management team believes
Badger will come out of this downturn stronger thfore.



BADGER INCOME FUND
Unaudited Consolidated Balance Sheets

December 31, December 31,

2008 2007
$ $
ASSETS
Current
Cash 2,656,144 1,477,078
Accounts receivable 35,830,748 28,318,106
Inventories 2,197,611 1,690,133
Prepaid expenses 778,661 1,031,513
41,463,164 32,516,830
Property, plant and equipment 97,653,365 71,672,820
Intangible assets 4,791,512 4,987,512
Goodwill 1,621,000 1,621,000
145,529,041 110,798,162
LIABILITIES AND UNITHOLDERS' EQUITY
Current
Accounts payable and accrued liabilities 18,043,971 11,269,139
Income taxes payable 58,135 212,540
Distributions payable 1,133,028 1,129,975
Current portion of long-term debt 433,768 218,768
19,668,902 12,830,422
Long-term debt 39,147,594 26,035,242
Future income taxes 21,262,936 13,500,936
80,079,432 52,366,600
Unitholders' equity
Unitholders' capital 44,183,155 43,538,255
Contributed surplus 2,613,850 1,636,000
Retained earnings 18,652,604 13,257,307
65,449,609 58,431,562
145,529,041 110,798,162




BADGER INCOME FUND
Unaudited Consolidated Statements of Earnings and C ~ omprehensive Income and
Retained Earnings

Dec. 31/08 Dec. 31/07
$ $
Revenues 148,345,556 117,687,718
Direct costs 96,179,154 76,405,264
Gross margin 52,166,402 41,282,454
Expenses
Amortization 12,506,492 10,427,356
Loss (gain) on sale of property, plant and equipment (77,203) (94,402)
Interest - long-term 1,708,864 1,178,295
Selling, general and administrative 11,232,411 8,180,601
Foreign exchange loss 628,048 808,080
25,998,612 20,499,930
Earnings before income taxes 26,167,790 20,782,524
Income taxes
Current 1,386,951 818,279
Future 5,798,949 3,241,400
7,185,900 4,059,679
Net earnings and comprehensive income for the year 18,981,890 16,722,845
Retained earnings, beginning of year 13,257,307 10,092,883

Cash distributions

(13,586,593)

(13,558,421)

Retained earnings, end of year 18,652,604 13,257,307
Net earnings per unit

Basic 1.76 1.55
Diluted 1.75 1.55




BADGER INCOME FUND
Unaudited Consolidated Statements of Cash Flows

Operating activities
Net earnings and comprehensive income for the year
Add (deduct) items not involving cash:

Amortization

Future income taxes

Unit-based compensation

Foreign exchange loss

Loss (gain) on sale of property, plant and equipment

Net change in non-cash working capital relating to
operating activities

Financing activities

Proceeds received on the exercise of unit options
Proceeds from long-term debt

Repayment of long-term debt

Distributions to unitholders

Investing activities

Purchase of property, plant and equipment

Purchase of Benko Sewer Service

Purchase of service rights

Proceeds on disposal of property, plant and equipment

Increase (decrease) in cash during the year
Cash, beginning of year
Cash, end of year

Interest paid
Income taxes paid (received)
Property, plant and equipment financed by

accounts payable and accrued liabilities

Dec. 31/08 Dec. 31/07
$ $
18,981,890 16,722,845
12,506,492 10,427,356
5,798,949 3,241,400
1,142,750 712,400
628,048 808,080
(77,203) (94,402)
38,980,926 31,817,679
(3,748,988) (7,384,823)
35,231,938 24,432,856
246,150 -
13,653,621 17,737,726
(326,269) (108,768)
(13,583,540) (13,558,101)
(10,038) 4,070,857

(34,897,580)

854,746

(19,628,994)
(4,101,000)
(5,139,675)

523,122

(34,042,834)

(28,346,547)

1,179,066 157,166
1,477,078 1,319,912
2,656,144 1,477,078
1,708,864 1,199,319
786,325 1,271,334
4,171,000 -




GEOGRAPHIC SEGMENTED INFORMATION

The Fund operates in two geographic/reportable segments providing daylighting services to each of these segments.
The following is selected information for the year and three months ended December 31, 2008 and 2007 based on
these geographic segments:

Three months ended Dec. 31, 2008 Three months ended Dec. 31, 2007
Canada ($) USA ($) Total (%) Canada ($) USA ($) Total (%)
Revenues 24,738,706 15,732,353 40,471,059 22,786,736 10,569,274 33,356,010
Direct costs 16,718,919 10,118,911 26,837,830 15,315,100 7,072,837 22,387,937
Selling, general and administrative 1,875,575 1,509,448 3,385,023 1,472,858 571,312 2,044,170
EBITDA (*) 6,217,819 3,044,448 9,262,267 5,941,421 2,959,428 8,900,849
Amortization 1,967,313 1,325,933 3,293,246 1,870,651 953,323 2,823,974
Earnings before income taxes 3,767,981 1,711,022 5,479,003 3,767,042 1,995,247 5,762,289
Capital expenditures 7,457,034 4,449,073 11,906,107 3,532,176 3,005,788 6,537,964
Twelve months ended Dec. 31, 2008 Twelve months ended Dec. 31, 2007
Canada ($) USA ($) Total (%) Canada ($) USA ($) Total (%)
Revenues 94,972,824 53,372,732 148,345,556 78,945,490 38,742,228 117,687,718
Direct costs 61,169,558 35,009,596 96,179,154 50,739,593 25,665,671 76,405,264

Selling, general and administrative 7,634,504 3,597,907 11,232,411 5,823,238 2,357,363 8,180,601

EBITDA (*) 26,219,932 14,086,011 40,305,943 22,424,546 9,869,227 32,293,773
Amortization 7,713,632 4,792,860 12,506,492 7,061,336 3,366,020 10,427,356
Earnings before income taxes 16,997,960 9,169,830 26,167,790 14,291,471 6,491,053 20,782,524
Property, plant and equipment 60,682,964 36,970,401 97,653,365 46,469,797 25,203,023 71,672,820
Intangible assets 4,791,512 - 4,791,512 4,987,512 - 4,987,512
Goodwill 1,621,000 - 1,621,000 1,621,000 - 1,621,000
Total assets 92,423,910 53,105,131 145,529,041 75,070,511 35,727,651 110,798,162
Capital expenditures 22,894,856 16,173,724 39,068,580 5,736,771 10,240,803 15,977,574

(*) Earnings before interest, taxes, depreciation and amortization (EBITDA) is a measure of the Fund's operating
Profitability and is therefore useful to management and investors. EBITDA provides an indication of the results
generated by the Fund's principal business activities prior to how these activities are financed, assets are amortized

or how the results are taxes in various jurisdictions. EBITDA is calculated from the Consolidated Statements of
Earnings and Comprehensive Income and Retained Earnings as gross margin, less selling, general and administrative



costs and foreign exchange loss (gain).

Badger Income Fund is an open-ended trust that is North America’s largest provider of non-destructive
excavating services. Badger traditionally works for contractors and facility owners in the utility and
petroleum industries. Our key technology is the Badger Hydrovac, which is used primarily for safe
digging in congested grounds and challenging conditions. The Badger Hydrovac uses a pressurized
water stream to liquefy the soil cover, which is then removed with a powerful vacuum system and
deposited into a storage tank. Badger manufactures its truck-mounted hydrovac units.

Badger Income Fund'’s business model involves the provision of excavating services through two distinct
entities: the Operating Partners (franchisees in the United States and agents in Canada), and Badger
Corporate. Badger Corporate works with its Operating Partners to provide Hydrovac service to the end
user. In this partnership, Badger provides the expertise, the trucks, and North American marketing and
administration support. The Operating Partners deliver the service by operating the equipment and
developing their local markets. All work is invoiced by Badger and then shared with the Operating
Partner based upon a revenue sharing formula. In certain locations Badger has established corporate
run operations to market and deliver the service in the local area.

The Toronto Stock Exchange has neither approvedlisapproved the information contained herein.

For more information regarding this Press Releaseplease contact:

Tor Wilson Greg Kelly, CA
President and CEO Vice President Finance and CFO
2820, 715 —'8 Avenue SW Phone (403) 264-8500

Calgary, Alberta T2P 2X6 Fax (403) 228-9773
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