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MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL REPORTING

MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL REPORTING

The accompanying consolidated financial statements of Energy Savings Income Fund and all the information in this annual report
are the responsibility of management and have been approved by the Board of Directors.

The consolidated financial statements have been prepared by management in accordance with Canadian Generally Accepted
Accounting Principles. The consolidated financial statements include some amounts that are based on estimates and judgments.
Management has determined such amounts on a reasonable basis in order to ensure that the conselidated financiai statements are
presented fairly, in all material respects. Financial information presented elsewhere in this annual repart has been prepared on a
consistent hasis with that in the consclidated financial statements.

Energy Savings Income Fund maintains systems of internal accounting and administrative controls. These systems are designated to
provide reasoriable assurance that the financial information is relevant, reliable and accurate and that the Fund's assets are properly
accounted for and adeguately safeguarded.

The Board of Directors is responsible for ensuring that management fulfills its responsibifities for financial reporting and is ultimately
responsible for reviewing and approving the consolidated financial statements. The Board carries out this responsibility principally
through its Audit Committee,

The Audit Committee is appointed by the Board of Directors and is comprised entirely of nan-management directors. The Audit
Comunittee meets pericdically with management and the external auditors, to discuss auditing, internal controls, accounting policy
and financial reporting matters. The committee reviews the consolidated financial statements with both management and the
external auditors and reports its findings to the Board of Directors before such statements are approved by the Board.

The consolidated financial statements have been audited by KPMG LLF, the external auditors, in accordance with Canadian
generally accepted auditing standards on behalf of the Unitholders. The external auditors have full and free access to the Audit
Committee, with and without the presence of management, to discuss their audit and their findings as to the integrity of the
{inancial reporting and the efiectiveness of the system of internal controls.

On behalf of Energy Savings Income Fund by Ontaric Energy Savings Corp., as administrator.

Signed Signed Signed
Rebecca MacDonald Ken Hartwick Peter Bloch
Co-Chief Exccutive Officer Co-Chief Executive Officer Chief Financial Officer
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AUDITORS' REPORT TO THE UNITHOLDERS

AUDITORS' REPORT TO THE UNITHOLDERS

We have audited the consolidated balance sheets of Energy Savings Income Fund as at March 31, 2008 and 2007 and the
consolidated statement of operations, unitholders’ equity, comprehensive income and cash flows for the years then ended.
These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion
on these financial statements based on our audit.

We conducled our audit in accordance with Canadian generzlly accepted auditing standards. Those standards require that we plan
and perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An audit
includes cxamining, on a test basis, evidence suppariing the amounts and disclosures in the finandal staterments. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statoment presentation.

In our opinion, these consclidated financial statements present fairly, in all material respects, the financial position of the Company
as at March 31, 2008 and 2007 and the results of its operations and its cash flaws for the years then ended in accordance with
Canadian generally accepted accounting principles.

o 7

Chariered Accountants, Licensed Public Accountants
Toronto, Canada, May 14, 2008
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CONSOLIDATED FINANCIAL STATEMENTS

CONSOLIDATED BALANCE SHEETS

As at March 37
{thousands of dollars)

Assets

Current

Cash

Restricted cash (Note 5)
Accounts receivable

Gas in storage

Unbilled reverues

Prepaid expenses

Corporate taxes recoverable
Other assels — cuirent (Note 143)

Gas contracts {less accumulated amortization - $243,929; 2007 - $243,752)
Electricity contracts (less accumulated amortization — $32,401; 2007 - $24,959)
Goodwlll

Capital assets iNote 7)

Other assets - long term Mote 74a)

Future income tax assets fNote 9

Liabilities

Current

Bank indebtedness Wote 8)

Accounts payable and accrued liabilities
Customer rebates payable (wore 5}
Management incentive program payable
Unit distribution payable tote 12}
Accrued gas accounts payable

Other liabilities — current vote 14a)

Long-term deht (vote 8)
Other liabilities - long-term fvote 13
Future income tax liabilities (Note 9

Equity
Deficit
Accumulated other comprehensive income

Unitholders’ capital
Contributed surplus
Unitholders’ equity
Guarantees oo 17), Cammitments Mote 18), Contingency (Note 79)

See accompanying notes to consalidated financial statements.

2008 2007
$ 27310 § 16,786
4,749 2,557
207,793 176,453
4,268 5,877
47,299 39,214
2,343 2,115
2,665 4,326
193,398 -
489,825 247,328
- 177

1,527 1,462
116,146 94,576
16,637 11,885
75,560 1,799
9,420 -

$ 709715 § 357227
3 - % 38,628
128,682 112,950
4,617 2,557
2,235 1,254
30,696 9,114
38,522 33,057
59,150 -
263,902 197.560
67,583 -
159,207 7,909
16,458 11,600
510,150 217,069
$ (211,931 $ (197,623
40,789 -
{171,142} {197,628)
358,103 328,153
12,004 9,633
198,965 140,158

$ 709115 § 357,227

Approved on behalf of Energy Savings income Funid by Ontario Energy Savings Corp., as administrator.

Signed Signed
Rebecca MacConald Michael Kirby
Execulive Chair and Co-Chiel Executive Officer Corporate Director
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CONSOLIDATED FINAMNCIAL STATEMENTS

CONSOLIDATED STATEMENTS OF UNITHOLDERS’ EQUITY

For the years ended March 31
(thousands of dollars)

Accumulated earnings

Accumulated earnings, heginning of year

Acjustment for change in accounting policy — net of income taxes of $49 (vote 3 W)
Met income

Accumulated earnings, end of year

Distributions

Distributions, beginning of year

Distributions

Class A preference share distributions — net of income taxes of 4,948

Distributions, end of year
Deficit

Accumulated other comprehensive income
Accumulated other comprehensive income, beginning of year
Transitional adjustment upon implementation — derivative instrurments designated as cash
flow hedges and derivative gains previously deferred — net of income taxes of $1,536 (vote 7 1y
Adjustment upon conversion - unrealized losses on translation of self-sustaining
foreign operations (Note 3 ¢}
Other comprehensive oss

Accumulated other comprehensive income, end of year

Unitholders’ capital (vote 109

Unitholders’ capital, beginning of year

Trust units exchanged

Trust units issued on exercise/exchange of unit compensation fNote 71d)

Trust units issued

Class A preference shares exchanged
Unitholders' capital, end of year
Contributed surplus (Mote 11d)

Unitholders' equity, end of year

See accarmpanying nates to the consolidated financial staternents.
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2008

237,802
1,519
152,761

392,082

(435,430)
(159,832)
{8,751)

{604,013}

(211,931}

113,865

87
{72,989)

40,789

328,153
5,000
4,793

25,157
(5.000)

358,103

12,004

198,965

$

2007

143,890

93,912
237,802

(330,097)
(99,464}
(5,869}

(435,430)

{197,628}

324,650
3,656
3,503

{3,656
328153
9,633

140,158
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CONSOQUDATED FINANCIAL STATEMENTS

CONSOLIDATED STATEMENTS OF OPERATIONS

For the years ended March 31
(thousands of doflars except per unit amount)

Sales
Cost of sales

Gross margin

Expenses

General and administrative expenses
Capital 1ax

Marketing expenses

Unit based compensation (vote 77d)
Bad debt expense

Amortization of gas contracts
Amartization of elactricity contracts
Amortization of capital assets

Income before interest and other income {expense)
Interest expense (Note §

Other income (expense}

Income before income tax

Recovery of income tax (Notz 9}

Net income

See accompanying netes to consolidated financial statements.

Income per unit (Note 15)
Basic
Diluted

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

For the years ended March 31
(thousands of doflars)

Net income

Unrealized gains on translation of self-sustaining operations
Unrealized and realized |osses on derivative instruments designated
as cash flow hedges (net of income taxes of ${15,266)) Wore 14a)

Other comprehensive loss

Comprehensive income

See accompanying notes to consolidaled financial statements,
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2008 2007

$ 1738690 $ 1,532,317
1,463,380 1,302,873
274,800 223,444
51,638 41,892

827 850

56,121 42,269

3,076 3,920

6,951 10,882

177 15,438

7,384 6,597

5,110 3,104
131,284 125,652
143,516 103,792
(5,346) {3.942)
a€ (6,368)

138,260 52,982
(14,501} 930

§ 152,761 $% 93,912
$ 142 % 0.88
$ 141 3 0.88
2008 2007

$ 152,761 % 93912
3,951 -
(76,940) -
(72,989} -

$ 79,772 % 93,812
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CONSOLIDATED FINANCIAL STATEMENTS

CONSOLIDATED STATEMENTS OF CASH FLOWS

fFor the years ended March 31
(thousands of doflars)

MNet inflow (outflow} of cash related to the following activities:

Operating

Net income

items not affecting cash
Amortization of gas contracts
Amortization of electricity contracts
Amortization of capital assets
Unit based compensation
Future income taxes (Mote 9)
Gain on foreign exchange (unrealized)
Other
Other expenses (unrealized)

Adjustments required ta reflect net cash receipts from gas sales (Wote 20}
Changes in non-cash working capital (Note 21}
Cash inflow from operations

Financing

Exercise of trust unit options {Note 77d)

Issue of trust units (Note 1Q)

Distributions paid to Unitholders

Distributtans on Class A preference shares

Tax impact on distributions to holders of Class A preference shares
Issuance of long-term debt and increase in bank indebtedness
Repayment of long-term debt and bank indebtedness

Increase in restricted cash

investing
Purchase of capital assets
Acquisition of subsidiary (Note 6

Effect of fereign currency translation cn cash balances

Net cash inflow
Cash, beginning of year

Cash, end of year

Supplemental Infermation
Interest paid
Income taxes paid

Supplemental disclosure relating to non-cash financing and investing activitias
Acquisition of capital assets through lease inducements

See accompanying notes to conselidated financial statements.
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2008 2007
$ 152,761 % 93,812
177 15,438

7.384 6,597

5,110 3,104

3,076 3,920
(18,692) (4,788}
- (60)

{298) -

988 7,618

{2,255) 31,829
{2,620) 924
(11,879 {28,311}
136,007 98,354
4,053 763

18,079 -
(121,132} (57,925)
(11,849} {9,188)
4,948 3,319

97,294 65,191
(68,303) {51,747}

1,962 -
{84,948} {89,587}
(7,842) {3,726)
(33,400) -
(41,242) (3,726)

707 82

10,524 5,123
16,786 11,663

$ 27,310 % 16,786
$ 5545 % 3,860

$ 1,25t § 1,581
$ 2,817 % -

2008 ANNUAL REPORT
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NOTES TO THE CONGOLIDATED IINANCIAL STATEMENTS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended March 31, 2008
{thousands of dollars except where indicated and per unit amounts)

Organization
Energy Savings Income Fund ("Energy Savings” ar the “Fund”}

Energy Savings is an open-ended, limited-purpose trust established under the laws of the Province of Ontario to hold securities and
ta distribute the income of its directly or indirectly wholly owned operating subsidiaries and affilistes: QOntario Energy Savings L.P.
("OQESLP"}, Energy Savings (Manitoba) L.P. (“"ESMLF”}, Energy Savings (Quebec) L.P. {“"ESPQ"), ES (B.C.) Limited Fartnership
("ESBC ™), Alberta Energy Savings L.P. ("AESLP*), Illincis Energy Savings Corp {"IESC "), New York Energy Savings Corp. ("NYESC™),
indiana Energy Savings Corp. ("INESC™) and Enerqgy Savings Texas Corp. ("ESTC”) (coilectively the “Energy Savings Group™).

Operations
The Energy Savings Group

Energy Savings’ business involves the sale of long-term fixed-price and price protected energy contracts. Through its subsidiaries
and affiliates, Energy Savings markets natural gas te residential and commercial customers in Ontario, Manitcba, British Columbia,
Alberta, lNinois, Mew York and Indiana and solely to commercial custemers in Quebecr. Energy Savings also markets electricity to
residential and commercial custemers in Ontaria, Alberta, New York and Texas.

By fixing the price of gas or electricity under fixed-price contracts up to a period of five years, customers eliminate their expasure to
price volatility for the commaodities. it is Energy Savings' policy to match most of the estimaied requirements of its customers by
purchasing offsetting physical or notienal velumes of gas and electricity from suppliers at fixed-prices for the term of its related
customer contracts.

(1) Ssummary of significant accounting policies

(a) Principles of consolidation

The consclidated finandial statements have been prepared in accordance with Canadian Generally Accepted Accounting Prindiples
{"GAAP"), and include the accounts of Energy Savings Income Fund and its directly or indirectly whally owned subsidiaries and affiliates.

{h) Cash
All highly liquid temporary cash investments with an ariginal maturity of three months or less when purchased are considered to be

cash equivalents.

{c} Unbilled revenues/accrued gas accounts payable or gas delivered in excess of consumption/deferred revenues
Unbilled revenues are stated at estimated realizable value and result when customers caonsume more gas than has been delivered by
Energy Savings o local distribution companies {"LDCs"). Accrued gas accounts payable represents the abligation 10 the LDCs with
respect to gas consumed by customers in excess of that delivered 1o the LDCs.

Gas delivered to LDCs in excess of consumption by customers s stated at the lower of cost and net realizable value. Collections
from customers in atlvance of their consumption of gas result in deferred revenues.

Due to the seasanalily of our aperations, during the winter months, customers will have consurned mare than what was deliverec
resulting in the recognition of unbilled revenues/accrued gas accounis payable; however, in the summer maenths, cuslomers will have
consurned less than what was delivered, resulting in the recognition of gas delivered in excess of consumption/deferred revenues.

These adjustments are applicable solely to the Ontario, Manitoba and Quebec gas markets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(d) Gas in storage

Gas in storage primarily represents the gas delivered 10 the LDCs in the states of illinois, Indiana and New York. The balance will
fluctuate as gas is injected or withdrawn fram storage. Injections typically occur from April through November and withdrawals
oceur from December through March,

In addition, a portion of the gas in storage relates to aperations in the Province of Alberta. In Alberta, there is a month to month
carryover, whtch represents the difference between the gas delivered o the LDC within a month and customer consumption. The
delivery volumes in the fallowing month are adjusted accordingly.

Gas in storage 15 stated at the Iower of cost and net realizable value.

{e) Capital assets
Capital assets are recorded at cost. Amortization is provided over the estimated useful lives of the assets, with the half-year rule

applied to acquisitions, as follows:

Asset Basis Rate
Furniture and fixtures Declining balance 20%
Office equipment Dedlining balance 20%
Computer equipment Declining balance 30%
Computer software Declining halance 100%
Commadity billing znd settlement systems Straight line 5 years
Leasehold improvements Straight line Term of lease

{(f) Asset retirement obligations

Asset retirement obligations, including any restoration costs required in connection with leased assets or properties, are recognized
al fair value in the period in which the obligations are incurred and a reasonable estimate of fair value can be made. Energy Savings
did nol have any such obligations outstanding for the years ended March 31, 2008 and 2007.

{a) Goodwill
Goodwill, reflecting the excess of the acquisition and incremental costs over the fair velue of assets purchased by the Fund, is not
amortized, The carrying amount of goodwill is tested annually for impairment and is written down if impairmant is determined.

(h) Gas contracts ;
Gas contracts represent the original fair value of existing sales and supply contracts acquired by Energy Savings on the acquisition of
various gas contracts. These contracts are amortized over their average estimated remaining life.

(i) Electricity contracts
Electricity contracts represent the originzl fair value of existing sales and supply contracts acquired by Energy Savings on the
acquisition of various electricity contracts. These contracts are amontized over their average estimaied remaining life.

{} Other assets {liabilities}, other income {expanse} and other comprehensive income {loss)
Energy Savings' various derivative instruments have been accounted for under section 3855, Financial Instruments — Recognition
and Measurement. Financial instruments that meet hedging requirements are accounted for under section 3865, Hedges.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For derivative instruments accounted for under section 3865, Energy Savings formally documents the relationship between hedging
instruments and 1he hedged items as well as its risk management objective and strategy for undertaking various hedge transactions.
This progess includes linking all derivative financial instrumenis to anticipated transactions. Energy Savings also formally assesses, both
at the hedge's inception and on an ongoing basis, whether the derivative financial instruments that are used in hedging transactions
are highly effective in offsetting changes in cash flows of the hedged items. The derivatives are measured at fair value and booked to
the conselidated batance sheets. Changes in fair value between periods are booked to ather comprehensive income for the effective
portion of the hedge with the remaining change being booked 1o other income {expense),

Enerqy Savings enters into hedges of its cost of sales relating to its fixed-price electricity sales by entering into fixed-for-floating
elactricity swap contracts and physical forward contracts with electricity suppliers. These swaps and forwards are accounted for in
accordance with section 3865, and in some limited circumstances, section 3855.

Energy Savings enters into hedges for its foreign exchange risk relating 1o its anticipated repatriation of L.S. denominated currency
by entering into foreign exchange forward contracts with its lender. Energy Savings previously applied AcG-13 to these contracts
and used Lhe setttement method of accounting. As of December 31, 2006, these derivative financial instruments have been
recorded on the balance sheet as either other assets or other liabilities measured at fair value, with changes in fair value recognized
in income as other income (axpense), and since April 1, 2007, has accounted for them in accordance with section 3855,

Energy Savings enters into hedges of its cost of sales relating to its fixed-price gas contracts by entering into a combination of
physical gas forwards, physical transportation forwards and option contracts. Physical gas forwards and transportation forwards are
accounted for in accordance with section 3865. Option cantracts are accounted for in accordance with section 3855, with the
prermiums and settlements for these derivative instruments recognized in cost of sales, when incurred.

(k) Derivative instruments and hedge accounting

Flectricity

Energy Savings has entered into contracts with customers to provide electricity at fixed-prices (”customer electricity contracts™).
Customer electricity contracts inchude requirements contracts and contracts with fixed or variable volumes at fixed-prices. The
custormner electricily contracts expose Energy Savings to changes in market prices of efectricity and consumption. Te reduce its
exposure 1o movements in commoedity prices arising from the aequisition of electricity at floating rates, Energy Savings uses
eleclricity derivalive contracts {"electricity derivative contracts”), These electricity defivative contracts are fixed-for-floating swaps
or physkal elecincity forward contracts.

Energy Savings agrees to exchange the difference batween the variable or indexed price and the fixed-price on a notional quantity
of alectricity for a specified time frame in the fixed-for-floating centract arrangement. Energy Savings takes title to electricity at a
fixed-price for scheduling into the power grid under the forward contracts. These contracts are expected to be effective as hedgas
of the electricity price exposure. Energy Savings continues to manitor its effective hedging relationship between retail consumption
and its supply contracts, and where reguired for hedge accounting purposes, evaluates the effectiveness of this relationship on a
quarterly basis,

The fair valua of the electricity derivative contracts designated as hedging instruments are recorded in the consolidated balance
sheet with changes in the fair value being recorded in other comprehensive income to the extent that the hedge measurement is
effective with the remainder recorded in other income (expense). Any electricity derivative contracts that do not qualify for hedge
accounting or are de-designated as a hedge are recorded at fair market value with the changes in fair value recorded in current
period income as a cormponent of other income (expense). Any gains or losses accumulated up to the date that the electricity
derivative cantract is terminated or de-designated as a hedge are deferred in accumulated other comprehensive income {*AOCI")
then recorded in cost of sales when the hedged customer electricity contract affects income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Gas

Energy Savings has entered inte contracts with customers to provide gas at fixed-prices (" customer gas contracts™). The customer
gas conlracts expose Energy Savings to changes in market prices of gas and consumption. To reduce its exposure to movements in
comimadily prices and usage, Energy Savings uses gas physical and financial contracts {("gas supply contracts”), These gas supply
contracts arc expected to be effective as hedges of the gas price exposure,

Energy Savings cantinues to menitar its effective hedging eelationship between retail consumption and its supply contracts and
where required for hedge accounting purposes, evaluates the effectiveness of this relationship on 2 quarterly basis.

Energy Savings uses physical forwards, transportation forwards (together, "physical gas supply contracts”) and other gas financial

instruments to fix the price of its gas supply. Under the physical gas supply contracts, Energy Savings aarees to pay a specified price

per volumo of gas or transportation. Other financial instruments comprise financial puts and calls that fix the price of gas in

jurisdictions where Energy Savings has scheduling responsibilities and therefore is exposed to commodily price risk an volumes

above or below its base supply. 1
\
|

The fair value of physical gas contracts designated as hedaging instruments are recorded in the consolidated balance sheet with
changes in the fair value being recorded in other comprehensive income to the extent that the hedge measurement is effective with
the remainder recorded in other income (expense). Any physical gas conlract that does not qualify for hedge accounting or is
de-designated as an accounting hedge together with the gas financial instruments are valued at fair market value with the changes
in fair value recorded in current peried income as a component of other income (expense}. Any gains or losses accumulated up to
the date that the physical gas supply contract is terminated or de-designated as a hedge are deferred in AQC| then recerded in cost
of sales when the hedged customer gas contract affects income.

Foreign exchange

To reduce its exposure to movements in foreign exchange rates, Energy Savings uses foreign exchange farwards (”foreign exchange
contracts”). These foreign exchange cantracts were expected to be effective as hedges of the anticipated cross border cash flow
but were feund 1o not be effective under GAAP accounting requiremeants during fiscal 2007,

Up unlil Seplember 30, 2006, unrealized gains on foreign exchange contracts up to the date of de-designation of the hedging
relationship were deferred {o be recognized over the term of the contract based on the timing of the underlying hedged
transactions. As of December 31, 2006, these derivative financial insirurnents have been recorded on the balance sheet as either
other assels or other liabilities measured at fair value, with changes in fair value recognized in income as other income {expense).
The deferred gain was reclassified to AOCI as of April 1, 2007,

(I} Revenuc recognition

Encrgy Savings delivers gas and/or electricity to end-use customers who have entered into long-term fixed-price contracts. Revenue is
recognized when the commadity is consumed by the end-use customer or sold to third parties. The Fund assumes credit risk in only
three jurisdictions — Alberta, lllincis and Texas, where credit review processes are in place prior to commodity flowing to the customer.

(m)}Marketing expenses
Commissions and various other costs related to obtaining and renewing customer contracts are charged to income in the
period incurred.

{n} Foreign currency transiation

In fiscal 2008, the operations of the Fund's U.S.-based subsidiaries became self-sustaining due to the reassessment of its existing
foreign currency translation policy. Accordingly, the assets and liabilities of foreign subsidiaries are translated into Canadian dollars
at the rate of exchange at the balance sheet date. Revenues and expenses are translated at the average rate of exchange for the
period. The resulting gains and losses are accumulated as a component of Unitholders’ equity within AQCI,

Prior to fiscal 2008, the Fund’s investment in its U.5.-based subsidiaries was accounted far as integrated operations. Accordingly,
monetary assets and liabilittes were translated at the exchange rates in effect at 1he consolidated balance sheet dates. Non-maonetary
assets and liabilities and related income statement charges were translated at historical rates. All other revenue and expense accounts
were translated at the average rate for the period. Foreign exchange gains and losses were included in net income for the period.
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NOTES TO THE CONSQUDATED FINANCIAL STATEMENTS

(0) Per unit amounts

The computation of income per unit is based on the weighted average number of units outstanding during the year. Diluted sarnings
per unit is computed in a similar way to basic sarnings per unit except that the weighted average units outstanding are increased to
include additional units assuming the exercise of unit options, unit appreciation rights and deferred unit grants, if dilutive.

{p) Unit based compensation plans
The Fund accounts for all of its unit based compensation awards using the fair value based method.

Awards are valued at grant date and are not subsequently adjusted for changes in the prices af the underlying unit and other
maoasurement assumpticns. Compensation for awards withaut performance conditions is recognized as an expense and a credit to
contributed surplus over the related vesting period of the awards. Compensation for awards with performance conditions is
recognized based on management’s best estimate of whether the performance tondition will be achieved.

whan options and other unit based compensation awards are exercised or exchanged, the amounts previously credited to
contributed surplys are reversed and credited to Unitholders’ equity, The amount of cash, if any, received from participants is also
credited to Unitholders' equity.

{q) Employee future benefits

Encrgy Savings established a long-term incentive plan (the “Plan”) for afl permanent full-time and part-time Canadian employess
(working mare than 20 hours per week) of its affiliates and subsidiaries. The Plan consists of two components, a Deferred Profit
Sharing Plan ("DPSEY and an Employee Profit Sharing Plan ("EPSP). For pasticipants of the DPSP, Energy Savings coniributes an
amount egual to @ maximum of 2% per annum of an employee’s base earnings. For the EPSP, Energy Savings contributes an amount
up to & maximum of 2% per annum of an employee’s base earnings towards the purchase of trust units of the Fund, on a matching
one for gne basis.

Participation in either plan is voluntary. The Plan has a two-year vesting period beginning from the later of the Plan’s effective date
and the employee’s starting date. During the year Energy Savings contributed $647 (2007 — $545) to both plans, which was paid in
full during the year.

(r} Exchangeable securities

Energy Savings iollows the recommendations of the Emerging Issues Committee relating to the presentation of exchangeable
securities issued by subsidiaries of income funds. The recornmendations require that the exchangeable securities issued by a
subsidiary of an income fund be presented on the consolidated balance sheet of the income fund as a part of Unithoiders' equity,
if the following criteria have been met:

{the holders of the exchangeable securities are entitled to receive distributions of earnings economically equivalent to distributions
receved on units of the income fund; and

the exchangeable securities ultimately are required to be exchanged for units of the income fund as a result of the passage of
fixed periods of time or the non<transterability to third parties of the exchangeable securities without first exchanging thern for units
ot the income fund.

The Class A preference shares meet these criteria and have been dassified as Unitholders’ equity. In addition, all distributions paid
1o the Class A preference shareholders must be recorded in Unitholkders® equity, net of tax. The management incentive program,
which is a bonus equal to the distsibution amount received by a Unitholder, is additional compensation to senier management of
Ontario Energy Savings Corp. ("OESC"), a wholly owned subsidiary of the Fund.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

{s) Use of estimates

The preparation of the financial statements, in conformity with Canadian GAAP, reguires management to make estimates and
assumptions that affect the amounts reported in the financial statemenis and accompanying notes. Actual resulis could differ from
those estimates. In particular, vafuation techniques such as those used in the preparation of fair values are significantly affected by
the assumptions used and the amount and timing of estimates. The aggregate fair value amounts represent point in time estimates
only and should not be interpreted as being realizable in an immediate setilement of the supply contracts.

{t} Income taxes

The Fund is a taxable entity under the Income Tax Act (Canada) and is taxable only on Canadian income that is not distributed or
distributable o the Fund's Unitholders. In the Trust structure, paymenits made between the Canadian operating antities and the
Fund, ultimately transfer both income and future income 1ax liability to the Unitholders. The future income tax liability associated
with Canadian assets recorded on the halance sheet is recovered over time through these payments. As the Canadian operating
entities transfer all of thair Canadian taxable income to the Fund, no provision for current Canadian income tax has been made by
any Canadian operating entity,

Effective lanuary 1, 2011, the Fund will be subject io a 28.0% Specified Investment Flow-Through entities {SIFT} tax on Canadian
income that has not been subject to a Canadian corporate income tax in the Canadian operating entities. Therefore, the future tax
asset or liabilily associated with Canadian assets recorded on the balance sheet as at that date will be realized over time as the
temporary differences between the carrying value of assets in the consolidated financial statements and their respective tax bases
are realized. Current Canadian income taxes will be accrued for at that time to the extent that there is taxable income in the Trust
or ils underlying operating entities.

The U.5.-based corparate subsidiaries are subject to U.S, income taxes on its taxable income determined under U.5. income tax rules
antd reguiations. As the U.S. subsidiaries had combined operating losses for tax purposes at March 31, 2008, no provision for
current LS. income tax has been made by those LS. entities.

The Fund Tollows the liability method of accaunting for income taxes. Under this method, income tax liabilities and assets are
recognized for the estimated tax consequences atiributable o the temporary differences between the carrying value of the assets
and liabilities on the consolidated financial statements and their respective tax bases, using substantively enacied income tax rates.
The effect of a change in these income 1ax rates on future income tax lizbilities and assets is recognized in income during the period
that the change occurs.

(1) Adoption of new accounting standards

Qn April 1, 2007, the Fund adopted five new accounting standards that were issued by the Canadian Institute of Chartered
hecountants (" CICA™; Handbook Section 1530, Comprehensive Income; Handbook Section 3251, Equity; Handbook Section 3855,
Financial Instruments — Recognition and Measurement; Handbook Section 3861, Financial Instruments — Disclosure and
Presentation, and Handbook Section 3865, Hedges. Energy Savings adopled these standards prospectively as required by the
standards and did not restate comparative amaunis for prior periods,

{Comprehensive Income

Section 1530 introduces comprehensive income, which consists of net income and other comprehensive income (“CCI). OCI
represents changes in equity during a period arising from transactions and ather events with non-owner sources and includes
unrealized gains and losses on financial assets classified as available-for-sale, unrealized foreign currency translation gains or losses
arising from self-sustaining foreign operations, net of hedging activities, and changes in the fair value of the eflective portion of
cash flow hedging instruments. The cumulative changes in OCI are included in AQCI, which is presented as a new category of
Unitholders' equity on the consclidated balance sheeis.

Eqinty

Section 3251 describes the changes in reporting and disclosing equity and changes in equity as a result of the new requirements

of Secuon 1530, including the changes in equity for the period arising from OCI. Accumulated changes in OC1 are included in AOCH
and arc presented as a separate component of Unitholders' equity.
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Firancial instrumenis — Recogitition and Measurement

section 3855 establishes standards for recognizing and measuring financial assets, financial liabilities and non-financial derivatives,
It requires that financial assets and financial liabilities, including derivatives, be recognized on the consolidated balance sheets
when Encrgy Savings becomes a party 1o the contractual provisions of the financal instrument or non-financial derivative contract.
Under this standard, all financial instruments are required to be measured at fair value on initial recognition except for certain
related party transactions. Measurament in subsequent periods depends on whether the financial instrument has been dlassified as
held-for-trading, available-for-sale, held-to-maturity, loans and receivables, or other firancial liabilities. After initral recognition,
items classified as held-for-trading or available-for-sale are revalued at fair values; items classified as held-to-maturity, loans and
receivables, and other financial liabilities are measured at amortized cost using the effective interest methed. Transaction costs are
expensed as incurred for financial instruments classified or designated as held-for-trading. For other financial instruments, the Fund
records dransaclion costs as part of the underlying financial instrument and amortizes or accretes them into net income utilizing the
elfective interest method.

Derivative instruments are recorded on the consclidated balance sheets at fair value. Changes in the fair values of derivative
instruments are recognized in net income with the exception of derivatives designated as effective cash flow hedges or hedges of
fareign currency exposure of a net investment in a self-sustaining fareign operation.

Upon adoption of these new standards, the Fund designated its cash as held-for-trading, which is measured at fair value. Accounts
receivable are classified as loans and receivables, which are measured at amortized cost. Long-term debt, accounts payable and
accrued liabilitios are classified as other financial hiabilives, which are measured at amortized cost.

Financial Instruments — Disclosure and Fresentation
Section 3861 established standards for the presentation and disclosure of financial instruments and non-financial derivatives.

Hedges

Section 3865 specifies the ariteria that must be satisfied in order for hedge accounting 1o be applied and the accounting for each of
the permitted hedging strategies: fair value hedges, cash flow hedges and hedges of foreign currency exposures of net investments
in self-sustaining foreign operations. The revised standards reguire the Fund to record all derivatives at Tair value. Changes in the
fair value from one period to the next are booked tc other comprehensive income to the extent that the hedges are effective with
the remainder of the change being booked to the consolidated statement of operations.

(1) impact of changes in significant accounting policies
As a result of adopting these standards, Energy Savings recorded the following:

Other Asscts — current S 132,456
Other Assets — long-term 3 151,804
Future Income taxes 13 1,487
Other Liabilities — current $ 36,228
Other Liabilities — long-lerm $ 131,161
Accumulated earnings {net of tax of $49) $ 1,519
Accumulated other comprehensive income {net of tax of $1,536) 3 113,952

The other assets and liabilities represent the fair value of the finandal assets and liabilities upon the implementation of the
standards on April 1, 2007, The increase to the opening Unitholders’ equity represents the accumulated ineffective portion of
qualified hedges at inception of the standard, and the AQCI represents the accumulated effeclive portion of qualified hedges at
inception of the standard net of the related future income tax liability. While these entries are driven by the supply arrangements
there has been no recognition given to the underlying customer contracts that are the offset to the supply arrangements.
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(IV} Recently issued accounting standards
The following are the new standards, not yet in effect, which are required to be adopted by the Fund on the effective date:

Capital Disclosures - CICA Section 1535

As of April 1, 2008, the Fund will be required to adopt Section 1535, Capital Disclosures, which will require disclosure of
information related to the objectives, policies and pracesses for managing capital. in addition, disdosures will include whether
extarnally imposed capital requirements have been complied with. The new standard is effective for fiscal yoars beginning on or
after October 1, 2007 and as this standard only addresses disclosure requirements, there will be no impact on the financial pasition
of the Fund.

Einancial Instruments — Disclosures (CICA Section 3862) and Financial instruments — Presentation {(CICA Section 3863}

As of April 1, 2008, the Fund will be required to adopt two new CICA standards, Section 3852, Financial Instruments — Disclosures
and Section 3863, Financial Instruments — Presentation, which will replace Section 3861, Financiat Instruments — Disclosure and
Presentation. The new disclosure standards increase the emphasis on the risks associated with both recognized and unrecognized
{inancial instruments and how those risks are managed. The new presentation standards carry forward the former gresentation
requiremnents and are effective for years beginning on or after Ccteber 1, 2007. As this standard only addresses presentation and
disclosure requirements, there will be na impact on the financial position of the Fund.

Goodwill and Intangible Assefs — CICA Section 3064

As of April 1, 2008, the Fund will be required to adopt Section 3064, Goodwill and Intangible Assets, which establishes revised
standards for recognition, measurementt, presentztion and disclosure of gooawill 2nd intangible assets. The new standard is
effective for fiscal years beginning on or after October 1, 2008. The Fund has not yet determined the impact of this standard on its
financial statements.

Seasanality of operations

Encray Savings’ operations are seasonal. Gas consumption by customers is typically highest in October through March and lowest in
April through September, Electricity consumpticn is typically highest in January through March and July through Septermnber. Electricity
consumglion is lowest in October through Decernber and April through June.

Restricted cash/custamer rebates payable
Restricted cash and custoiier rebatas payable represent, (i} rebate monies received from LDCs in Ontario as provided by the
Independent Electricily System Operator (“IESC"), and (i) funds held as security for payment of certain monthly charges in Texas,

(i} OESLP is obligated to disperse the monies to eligible end-use customers in accordance with the Ontario Power Generation Rebate
as part of OESLP's Retailer License conditions.

(i ESTC 15 required to post collateral to wire owners to secure payment of future expected charges under the Texas Electric Choice
as required by the Public Utility Commission of Texas.

Acduisition of Just Energy Texas L.P.

On May 24, 2007, Eneray Savings completed the acquisition of Just Energy Texas LP ("Just Energy™), including all of its electricity
contracts. The aggregate cost of this transaction, including transaction costs, was US$34,165 induding cash acquired in the amount
of US$3,373, Pursuant 1o the agreement, Energy Savings acquired approximately 130,000 Residential Customer Equivalents (RCEs).
The acquisition was funded through a credit facility drawdown, of which $18,079 (US$18,362) including interest of $356 (US$362)
was returned to the Fund on October 9, 2007 in exchange for 1,169,399 units of the Fund issued from treasury. The units are
subject to the terms of an escrow agreement for the benelit of the Just Energy vendors, and are being released to the vendors over
a three-year period.
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The purchase price has been allocated as follows:

Net assets acquired

working capital (including cash of U5$3,373, CAD$3,659)

Electricity contracts
Goodwill

Capital assets
Long-term liabilities

Consideration
Cash

USs CADS

$ 7,236 % 7,848

8,213 8,908
21,013 22,793
18 20
{2,315) 2,511)

3 32165 3 37,059

% 34,165 3% 37,059

The acquisition of Just Energy has been accounted for using the purchase method of accounting. Energy Savings allocated the
purchase price to the identified assets and liabilities acquired based on their fair values at the fime of acquisition. The purchase price
allocation is considered preliminary and as a result it may be adfusted during the next fiscal year. The electricity contracts acquired
will be amartized over the average remaining life of the contracts, which at the time of acgquisition was 14 months.

Capital assets

2008

Furniture and fixtures

Qffice equipment

Compuler equipment

Computer software

Commcdity billing and settlement system
Leasehold improvements

2007

Furniture and fixtures

Qifice equipment

Camputer equipment

Caomputer software

Commadity billing and settlement system
Leasehold impravements

2008 ANNUAL REPORT

Accumulated MNet hoak

Cost  amortization value
3,345 % 1444 % 1,901
8,051 2,433 6,618
3,145 2,160 935
1,196 603 593
6,563 5,477 1,086
7,451 1,997 5454
30,751 % 14,114 % 16,637
Accumulaterd Met book

Cost  amortization value
2467 § 1,105 % 1,356
4,960 1,327 2,623
2,970 1,816 1,154
225 9 216
5,900 3,550 3,350
3,527 1,35t 2,176
21,043 % 9158 § 11,885
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Bank indebtedneass and long-term debt

A Credit Facility in the amount of $150,000 is available to Energy Savings to meet working capital requiremenis. [nterest is payable
on outstanding loans at rates that vary with Bankers' Acceptances, LIBOR, Canadian bank prime rate or U.S, prime rate. Under the
terms of the operating credit facility, Energy Savings is able to make use of Bankers’ Acceptances and LIBOR advances at stamping
fees of 150 basis points, prime rate advances at bank prime plus 0.5%, and letters of credit at 1.59%. As at March 31, 2008, the
Canadian and 1.5, prime rates were both 5.25%. On October 26, 2007, the credit facility was renewed for a periad of three years
to October 29, 2010, and the debt was reclassified to long-term debt. As at March 31, 2008, Energy Savings had drawn $67,583
against the facility and total letters of credit outstanding amounted to $8,149. Energy Savings has $74,268 of the credit facility
remaining for fulure working capital and security requirements. Energy Savings' abligations under the Credit Facility are supported
hy guarantees of cartain subsidiaries and affiliates and secured by a pledge of the assets of Energy Savings and the majority of its
operating subsidiaries and affiliates. Energy Savings is required to meet a number of financial covenants under the credit facility
agreement. As at March 31, 2008 and 2007, all of these covenants have been met. Interest expense for the year ended March 31,
2008 was 55,346 (2007 - 33,942). Interest is expensed at the effective interest rate.

Income taxes
The Fund is taxed as a "mutual fund trust” for income tax purposes. Pursuant to the Declaration of Trust, the trustees will distiibute
all taxable income directly earned by the trust to the Unithelders and deduct such distributions for income tax purposes.

Canadian-based corpofate subsidiaries are subject to tax on their taxable income at a rate of 36% (2007 — 36%,).

The foltowing table reconciles the difference between the income taxes that would result solely by applying statutory 1ax rales to
the pre-tax income for Energy Savings and the income tax provision in the financial statements.

2008 2007

Income before income tax % 138,260 % 92,982
Income 1ax expense at the comhbined basic rate of 36% (2007 — 36%) 49,774 33,474
Taxes on income attributable to Unitholders (49,883} {36,853
Tax impacl of corporate recrganization (7,021) -
Benefit of U5, tax losses and other tax assets not previously recognized (7,371} 1,023
Non-deductible expenses - 1,426
Recovery of income tax 1 (14,501} % {930)
Components of Energy Savings' income tax recovery are as follows:
Income tax provision (recovery) $ 757 % 539
Amount credited to Unitholders* equity 4948 3,319
Current income tax provision 4,191 3,858
Future tax recavery (18,692) (4,788)
Recovery of income tax $ {14,501} % (930}
Components of the Fund’s net future income 1ax liability are as fellows:
Partnership income deferred for tax purposes and book carrying amount

of investments in partnerships in excess of tax cost $ 4055 & 11,600
Accumubated other comprehensive income 5,083 -
Future income tax liabilities {net) $ 10,038 $ 11,600
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U.5,-based corporate subsidiaries are subject to tax on their taxable income at a rate of 40% (2007 — 40%}. At March 31, 2008,
the L.5. subsidiaries of Energy Savings had $5,492 (US$5,350) in combined operating losses for 1ax purposes, all of which will
oxpire by 2026. The tax benefit of these lasses has been recognized in reducing the future taxes related to OC! of the U.S.
subsidiaries in those financial statements.

On December 21, 20086, the Minister of Finance (Canada} (the “Minister”) released drait legislation (the SIFT Legislation®) relating
to the federal income taxation of publicly traded trusts and partnerships. On March 29, 2007, the Minister introduced Bill C-52 in
the House of Commons to implement the SIFT Legislation. On June 22, 2007, Bill C-52 received royal assent.

The SIFT Legislation applies to a publicly traded trust that is a Specified investment Flow-Through entity (“SIFT"} that was listed
hefare November 1, 2006 (”Existing Trust”). Commencing with taxation years ending in or after 2011, certain distributions of & SIFT
will not be deductible in computing the SIET's taxable incame, and the SIET will be subject to tax on such distiibutions at a rate that
is substantially equivalent to the general 1ax rate applicable to Canadian corporations. Distributions paid by a SIFT attributable to
direct foreign investment income or dividend income, or as a return of capital will not be subject to this tax. An Existing Trust may
lose its transitional relief where its equity capital grows beyond certain doilar limits measured by reference to the Existing Trust's
market capitalization at 1he close of trading on October 31, 2006.

The Fund is & Specified Investment Flow-Through entity as defined in the SIFT Legislation. Commencing with its taxation year ending
Decernber 31, 2011, assuming the Fund does not exceed “normat growth guidelines” (in which case transitional relief deferring the
application of the 3IFT tax to 2011 would be lost), the Fund will be subject te taxes on certain income earned from investmerts in

its subsidiaries distributed to Unitholders. The Fund is also required to recognize future income tax assets and liabilities calculated
with respect to the temporary differences batween the carying amounts and tax bases of its assets and liabilities and those of its
flow-through subsidiaries that are expected to reverse in or after 2011, The Fund expects that a portion of its aggregate temporary
differences and those of its flow-through subsidiaries will reverse in or after 2011 and as a consequence it has recorded a future tax
asset of $8,420 during the current year, of which substantially all is related to temporary differences with respect to items included in
AQCH such as mark o markst racording of derivative financial instruments. The Fund also anticipates possible materiat changes in
such future 1ax amounis correspanding to the changes in the fair value of the financial instruments in future periods due to the
volalile nature of such temporary differences. The Fund expects that it will not exceed its “normal growth” limitations, such that it
will not be subject 1o tax on certain income distributed prior to 2011 and accordingly has not provided for future inceme taxes on the
remaining partion of temporary differences which are expected to reverse prior to 2011. The SIFT Legislation does not affect the
current and fulure tax amounts of the Fund’s corporate subsidiaries.

Unitholders’ capital

Trust units of the Fund

An unlimited number of units may be issued. Each unit is transferabie, voting and represents an equal undivided beneficial interest
in any distributions from the Fund whether of net income, net realized capital gains or other amounts, and in the net assets of the
Fund in the event of termination or winding-up of the Fund.

The Fund intends to make distributions to its Unitholders based on the cash receipts of the Fund, excluding proceeds from the
issuance of additional Fund units, adjusted for costs and expenses of the Fund, amounts which may be paid by the Fund in
connaction with any cash redemptians or repurchases of units and any other amount that the Board of Direciors considers
nocessary ta provide for the payment of any costs which have been or will be incurred in the activities and operations of the Fund.
The fund's intention is far Unithalders of recard on the 15th day of each month to receive distributions at the end of the month,
excluding any Special Distributions (Note 12).
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Class A preference shares of QESC

The termns of the unlimited Class A preference shares of OESC are non voting, non-cumulative and exchangeable into trust units in
accordance with the OESC shareholders’ agreement as restated and amended, with no priority on dissolution. Pursuant to the
amended and restated Declaration of Trust which governs the Fund, the holders of Class A preference shares are entitled to vote in
all voles of Unithalders as if they were the holders of the number of units that they would receive if they exercised their shareholder
exchange nghts. Holders of Class A preference shares have equal entitlement Lo distributions from the Fund as Unitholders.

tssued and outstanding

Trust units

Balance, beginning of year

Oplions exercised

Deferred unil grants exchanged

Unit eppreciation rights exchanged
Distribution reinvestment plan

Units issued from treasury

Exchanged from Class A preference shares

Balance, end of year

Class A preference shares
Balance, beginning of year
Exchanged into units

Balance, end of year

Unitholders' capital, end of year

Distribution reinvestment plan

Units/shares

98,082,535
345,833

17.868
536,559
1,169,399
2,000,000

102,152,194

8,706,212
(2,000,000)

6,706,212
108,858,406

$

2008

306,387
4,556

237
7,078
18,079
5,000

341,337

21,766
(5,000)

16,766
358,103

Units/shares

96,391,991
71,834
2,695
153,532

1,462,483
98,082,535

10,168,695
(1.462,483)

8,706,212
105,788,747

b

$

2007

299,228
869

36
2,598

3,656
308,387

25,422
(3.656)

21,766
328,153

The Fund eslablished a distributian reinvestment program (“DRIP"} on December 19, 2007, Under the program, Unitholders
halding & minimum of 100 units can elect to recaive thelr distributions in ynits rather than cash at a 5% discount 1o the simple
average closing price of the units for five trading days preceding the applicable distribution payment date.

Unit hased compensation plans
(a) Unit option plan

The Fund grants awards under its 2001 unit option plan to directors, officers, full-time employees and service providers (non-
employees} of Energy Savings. I accordance with the unit option plan, the Fund may grant options to a maximurm of 11,300,000
units. As at March 31, 2008, there were 698,666 options still available for grant under the plan. Ot the options issued, 970,500
options remain outstanding at year end. The exercise price of the unit options equals the closing market price of the Fund’s units on
the last business day preceding the grant date. The unit options will vest over periods ranging from three to five years from the

grant date and expire after five or ten years from the grant date.

A summary of the changes in the Fund’s option plan during the year and status at March 31, 2008 is outlined below.

Balance, beginning of year
Granted
Forfeited/cancelled
Exercised

Balance, end of year

The veeighted average exercise price is calculated by dwiding the exercise price of options granted by the number of options granted.

1,202,333
158,000
(44,000

(345,833)

970,500

Cutstanding
options

Range of

exercise prices

$ 7.29-$18.70
% 15.09-§16.70
$ 15.45-$17.45
§ 7.29-%12.47

$ 11.25-418.70

w1 WY S o oa

Weighted
average
exercise

price’
13.74
15.61
16.33
11.72

14.64

Weighted
average
grant date

fair value’

1.92

The weighted average grant date fair value is cakulaled by dividing the fair value of options granted by the number of options granted.
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2008 Options outstanding Opticns exercisable
Vvelghted

average Woeighted Weighted

Temaming average avejage

Number contractual exercise Number exercise

Range of exercise prices outstanding life price exercisable price

$11.25-$12.69 360,000 053 % 1210 356,000 $ 12.09

$15.08-315.63 335,500 272 % 15.46 112,600 % 15.61

$15.90-$18.70 275,000 276 % 16.99 84,000 3 1710

Balance, end of year 970,500 1.82 % 14.64 552,600 % 13.57

2007 Cptions gutstanding Options exercisahle
Werghted

average Weighted Weighted

remaining average average

Numnber contractual exercise Humber BXErCise

Range of exercise prices putstanding life price exercisable price

$7.29-$8.75 27,500 083 3§ 8.35 27,500 3% 8.35

$10.68-$12.01 73,333 122 % 11.09 73,333 % 11.0¢

§1237 600,000 1.00 % 12.17 600,000 % 12.17

$12.69-$18.70 501,500 318 % 16.30 101,500 3 16.34

Balance, end of year 1,202,333 192 % 13.74 802,333 % 12.46

Qptions availaldle for grant 2008 2007

Balance, heginning of year 812,666 859,166

Add: cancelled/forfeited during the year 44,000 98,500

Less: granted during the year {t58,000) {145,000)

Balance, end of year 698,666 812,666

The Fund uses a binomizl option pricing model to estimate the fair values. The binomial model was chosen because of the yield
associated with the units. Fair values of employee unit options are estimated at grant date, Fair values of non-employee unit options
are estimated and revalued each reporting period until a measurement date is achieved. The following weighted average assumptions
have been used in the valuations for fiscal 2008:

Risk-Iree raie 3.76%4.64%
Expecled volatilily 27.13%-27.18%
Expected life 3.35-5 years
Expected distributions $1.115-$1.21 per year

{b) Unit appreciation rights

The Fund grants awards under its 2004 unit appreciation rights {"UARs™) plan to senior officers, employees and service providers of
its subsidiarics and affiliates in the form of fully paid UARs, During the Annual General and Special Meeting held on June 28, 2007,
an amendment was made to the unit appreciation rights plan increasing the UARs that the Fund may grant from 1,000,000 1o a
maximum of 2,000,000. As at March 31, 2008, there were 804,170 UARs still available for grant under the plan. Of the UARs
issued, 1,024,430 UARs remain outstanding at March 31, 2008. Except as otherwise provided, (i) the UARs vest from one to five
yoars from the grant date providing, in most cases, on the applicable vesting date the UAR grantee continues as a senior officer,
employee or service provider of the Fund or any affiliate thereof, (i) the JARs expire no later than ten years from the grant date;
(i) a holder of UARs is entitled to distributions as if a UAR were a unit; and (iv) when vested, the holder of a UAR may exchange
one UAR for one unit.
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UARs available far grant 2008 2007
Balance, beoinning of year 78,277 498,791
Less: granted during the year (284,704) {492 ,887)
Add: increase in UARS available for grant 1,000,000 -
Add: cancelled/forfeited during the year 10,597 72,373
Balance, enu of year 304,170 73,277

{¢) Deferred unit grants

The Fund grants awards under its 2004 Directors’ deferied compensation plan to all independent directors on the basis each
director is required to annually receive $15 of his compensation entitlerment in deferred unit grants ("DUGs™} and may elect 1o
receive all or any portion of the halance of his annual compansation in DUGs. In accordance with the deferved compensation plan,
the Fund may grant DUGs t¢ a maximum of 100,000. The DUGSs vest on the earlier of the date of the Director’s resignation or three
years following Lhe date of grant and expire ten years following the date of grant. As of March 31, 2008, there were 56,537 DUGs
available for grant under the plan. Of the DUGS issued, 37,561 DUGSs remain outstanding at March 31, 2008,

DUGs available for grant 008 2007
Balance, beginning of year 71,143 82,781
Less: granted during the year (14,606} (11,638)
Balance, end of year 56,537 71,143

(d) Contributed surplus
Amounts crediled to contributed surplus include unit based compensation awards, UARs and DUGs. Amounts charged to contributed

surplus are awards exercised during the year.

Contributed surplus 2008 2007
Balance, beginning of year $ 9633 § 8,436
Add: unit based compensation awards 3,076 3,920

non-cash deferred unit grants distributions 35 17
Less: unit based awards exercised (720) (2,740
Balznce, end of year $ 12,004 % 9,633

Total amounts credited to Unithclders” capital in 7espact of unit options and deferred unit grants exercised or exchanged during the
year ended tarch 31, 2008 amounted to $4,793 (2007 - $3,503).

Cash received from nptions exercised for the year ended March 31, 2008 amounted to $4,053 {2007 - $763).

Unit distribution payable

The Fund would have under-disiribuled its 1axable income in calendar 2007 based on normal course distribution of the Fund and
wolld have been subject Lo tax at 46% for any undistributed taxable income. In order to ensure all of the taxable income is
distributed 1o ils Unitholders, the Board of Energy Savings concluded that it would be preferable to pay out 2 Special Distribution to
effectively allocate all of the taxable income to the holders of units, Class A preference shares, UARs and DUGs. The Special
Distribulion was $44,691 ($0.41 per unit) and is payable as te 50% cash and 50% units. The cash portion was paid over three
distribudions on the last day of lanuary, February and March 2008, The unit portionwill be paid over three distributions on the last
day of June, September and Decernber 2008,
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Other liabilities - fong-term
Other liabilities — long-term of the Fund consists of the following:

2008 2007

Deferred lease inducement ] 2817 § -
Financial instruments (Note 14 ()} 156,390 7,909
$ 159,207 § 7,909

Financial instruments

(a} Fair value

The Fund has a variety of gas and electricity supply contracts that are captured under section 3255, Finandal Instruments —
Measurement and Recognition, Fair value is the estimated amount that Energy Savings would pay of receive 10 dispose of these
supply contracts in an arm’s length transaction between knowledgeable, willing parties who are under no compulsion to act.
Management has estimated the value of electricity and gas swap and forward contracts using a discounted cash flow method,
which employs market forward curves as well as a forward curve compiled by management for Alberta and Texas electricity
{cloctricidy information is based on market forward curves and available heat rates). Gas options have been valued using the Black
option value maodel using the applicable market forward curves and the implied volatility fram other market traded gas options.

{iy At March 31, 2008, Energy Savings had electricity fixed-for-floating swap contracts in its Canadian subsidiaries and affiliates,
the majority of which are designated as hedges of Energy Savings' anticipated cost of sales with the remainder being dassified as
held-for-trading to which it has committed with the following terms:

Designated as hedges Held-for-trading

Notional volumes {peak, flat, off-peak and weekend}  0.000063-35.0 MWh 0.1-5 Mwh
Total remaining notional volume

(peak, flat, off-peak and weekend) 15,967,759 MWh 297,226 Mwh
Maturity dates Agril 30, 2008 - December 31, 2013 April 30, 2008 - August 31, 2013
Fixed price per MWh (in dollars) $50.94-3128.13 $65.80-3102.74
Fair value $158,264 unfavourabie $5,535 unfavourable
Notional value $1,299,077 $30,164

With respect to the designated hedges, the loss of $158,264 (2007 — n/a) for year ended March 31, 2008, has been recorded in
other liabilities. The offsetting values are recorded as 1o $93,273 loss in other comprehensive income, $4,057 gain in other income
{expense) with the remainder being booked to AOC! upon implementation. Held-for-trading toss of $5,535 (2007 — nfa) for the year
ended March 31, 2008 has been recorded in other liabilities with its offsetting value being recorded in other income (expense).

The efectricity fixed-for-floating contracts related to the Province of Alberta are predominantly load following, wherain the quantity
of electricity contained in the supply contract “follows” the usage of customers designated by the supply contract. Notional
volumes associated with these contracts are estimates and subject ta change with customer usage requirements, There are also
load shaped fixed-Tor-floating contracts in Ontario wherein the quantity of electricity is established but varies throughout the term
of the contracts.

(i) At March 31, 2008, Energy Savings had electricity fixed-for-floating swap contracts in its U.5. subsidiaries and affiliates which are
designated as hedges of Energy Savings’ anticipated cost of sales ta which it has committed with the following terms:

Notional volumes {peak and off-peak) 0.1-14.7 Mwh
Total remaining estimated notional volume

{peak, off-peak and lead following) 1,324,217 MWh
Maturity dates April 30, 2008 - January 31, 2013
Fixed price per MWh {in dolfars} $90.64-$116.97 {US$88.30-U5$113.95)
Fair value $2,590 (U5%$2,523) unfavourable
Mational value $139,831 {US$136,221)
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The doss of $2,530 (US$2,523) (2007 - nfa) for the year ended March 31, 2008, has been recorded in other liabilities. The offsetting
values are recorded as to a gain of $18,821 (US$18,745) in other comprehensive income and a loss of $383 (US$423) in other
mcome {expense} with the remainder being booked to AQCI upon implementation and exchange amounts being booked to other
camprehensive incame. There zre load shaped fixed-for-floating contracts in New Yark wherein the guantity of electricity is
established but varies thioughout the term of the contracts.

(iity At March 31, 2008, Energy Savings had electricity physical forward contracts in its U.S. subsidiaries and affiliates which are
designated as hedges of Energy Savings’ anticipated cast of sales to which it has committed with the following terms:

Notional velumes {peak and off-peak) 1.0-15.0 MWh

Total remaining notional volume {peak and off-peak) 1,304,744 MWh

Madurity dates April 4, 2008 - February 28, 2013

Fixed price per MWh (in doltars) $46.04-$169.37 (U5$44.85-US$165.00)
Fair value $15,352 (U5%14,955) Tavourable
Notional value $93,561 (US391,146)

The gain of $15,352 {US$14,956) (2007 — n/a} for the year ended March 31, 2008, has been recorded in other lizbilities. The
offselting values are recorded as to a gain of 313,817 (US$14,344) in other comprehensive income with the remainder attributable
to goodwill and the loreign exchange campenent of other camprehensive income for the year ended March 31, 2008.

{iv) At March 31, 2008, Energy Savings had unforced capadity contracts in its U.S. subsidiaries and affiliates which have been
classified as held-for-trading and marked to market with the following terms:

Noticnal volume 55.1-83.8 MW/manth
Total remaining notional volume 138.9 Mw/menth
Malurity dates April 30, 2008

Fixed price per GJ (n dallars $1.08 (US$1.05)

Fair value 343 (U5%42) unfavourable
Notional value £150 (US3145)

The loss of $43 (US$42) (2007 - nfa) for the year ended March 31, 2008, has been recorded in other liabilities with its offsetting
values being recorded as to 338 (US$42) in other income {expense) with the remainder attributable to the foreign exchange
component of other comprehensive income.

(v} As at March 31, 2008, Encrgy Savings had renewahle energy certificates in its U.S. subsidiaries and affiliates which have been
classified as held-for-trading and marked to market with the following terms:

National volume 10,000 MWh

Total remaining notianal volume 90,000 MWh

Maturity dates December 21, 2008 — Decernber 31, 2012
Fixed price per Mwh (in dollars) $5.13-$6.16 (US$5.00-US$6.00)

Fair value $77 (US$75} favourable

Notional valye $503 (US$490)

The gain of $77 (US$75) {2007 - n/a} for the year ended March 31, 2008, has been recorded in other assets with its affsetting
values being recorded as to $75 (US$75) in other income (expense) with the remainder attributable 1o foreign exchange component
of other comprehensive income.
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{vi) As al March 31, 2008, Energy Savings had verified emission reduction certificates in its U,S. subskdiaries and affiliates which
have been classified as held-for-trading and marked to market with the following terms:

National volume 10,000 Mwh

Total reraining notional volume 80,000 nMwh

Maturity datos December 31, 2008 — December 31, 2012
Fixed price per MWh (in dollars} $8.47 (US$8.25)

Fair value $nil

Notional value $677 (US$660)

There was no less or gain recorded for the year ended March 31, 2008 (2007 - n/a). Future changes to the fair value will be recorded
in other assets (habilities) and the offsetiing values will be recorded in other income (experses).

{vii) As al March 31, 2008, Energy Savings had renewable energy certificates in its Canadian subsidiaries and affiliates which have
heen dassified as held-for-trading and marked 1o market with the following terms:

Notional volume 10-39,638 MWh

Total remaining notional volume 327,340 MWh

Maturity dates December 31, 2008 ~ December 31, 2013
Fixed nrice per MWHh {in daollars) $3.00-$5.00

Fair value $854 favourable

Notional value $1,445

The gain of $854 (2007 ~ n/a} fer the year ended March 31, 2008, has been recorded in other assets with its offsetting values being
recorded in other income (expense).

{wiiiy At March 31, 2008, Energy Savings had gas put and call options in its Canadian subsidiaries and affiliates which have been
classified as held-for-rading and marked te market with the following terms:

Notional volume 33-47,250 Glmonth

Tolal remaining nolional volume 8,962,956 GJ

Maturity dates April 30, 2008 - April 30, 2013
Fixed price per G! (in dollars) $5.19-$13.20

Fair value $5,379 unfavourable

The fair value is net of the present value of premiums which have yet ta be paid. The loss of $£530 (2007 — §3,600) for the year
cnded March 31, 2008, has been recorded in other liabilities with its offsetting values being recerded in other income {expense),

{ix) At March 31, 2008, Energy Savings had other gas put and call options in its U.5, subsidiaries and affiliates which have been
classified as held-for-trading and marked to market with the foliowing terms:

Noticnat volume 5-180,00¢ MmBTU/month

Total remaining notional volume 10,382,553 MmBTU

Maturity dates April 30, 2008 - February 28, 2013
Fized price per MmBTU (in dollars) $5.65-§11.66 {US$5.50-US$11.36)
Fair valug $137 (US$133) favourable

The fair value is net of the present value of premiums which have yet to be paid. The gain of $139 (US$264) (2007 — $1,890 loss
{US31,637)) for the year ended March 31, 2008, has been recorded in other assets with its offsetting values being recorded in other
income (expense) and other comprehensive income for amounts attributable to exchange.
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{x} The Fund has foreign exchange forwards that are considered derivative financial instruments. The fair value of derivative finangal
instruments is the estimated amount that Energy Savings would pay or receive to dispose of these forwards at market. Managemeant
has estimated the value of its foreign exchange forwards using a discounted cash flow method that employs market forward curves,
Hedge accounting was applied to most of these forwards up to September 30, 2006, However, the hedge was de-designated and a
loss of $195 for the year ended March 31, 2007 was recorded in other liabilities. As the required hedge accounting effectiveness was
achicved for certain quarters of fiscal 2007, a $1,933 gain has been deferred and recorded in AOCI and is being recognized in the
Statement of Operations over the remaining term of each hedging relationship, At March 31, 2008, Energy Savings had foreign
exchange forwards dlassified as held-for-trading to which it has committed with the following terms:

Notional amount $2,258-%2,276 (US$2,000
Total remaining notional amount $54,408 (US$A48,000)
Maturity dates May 7, 2008 - Apiil 7, 2010
Exchange rates $1.1289-$1.1381

Fair value $4,577 favaurable

The gain of 34,772 (2007 — $195 loss) for the year ended March 31, 2008, has been recorded in other liabilities with the offsetting
values being recarded in other income (expense}.

{xi) Al tarch 31, 2008, Energy Savings had physical gas forward contracts in its Canadian subsidiaries and affiliates which are
designated as hodges of Energy Savings’ anticipated cost of sales to which it has cormmitted with the following terms:

Notional volume 0.14-10,645 Giiday

Total remaining notional valume 176,858,078 G)

Maturity dates April 7, 2008 - December 31, 2013
Fixed price per Gl (in dollars) $5.05-%0.87

Fair valye $156,711 favourable

Nolicnal value $1,346,245

The gain of $156,711 (2007 — n/a) lor the year ended March 31, 2008, has been recorded in other assets with a gain of $429,361
being recorded in other comprehensive income and the remainder being booked to AGC! upon implementation.

(xii) At March 31, 2008, Energy Savings had gas transportation forward contracts in iis Canadian subsidiaries and affiliates which
are designated as hedges of Encrgy Savings' anticipated cost of sales to which it has committed with the following terms:

Netional volume 74-70,000 GJ/day

Total remaining notional volume 97,157,964 G

Maturity dates April 3¢, 2008 - July 31, 2013
Fixed price per GJ (in dallars) $0.01-$1.68

Fair value $9,298 unfavourable
Notional value $839,875

The loss of $9,298 {2007 — n/a} tor the year ended March 31, 2008, has heen recorded in other liabilities with a loss of $9,671
being recorded in other comprehensive income and the remainder being hooked to AOC! upon implementation.

i) At March 31, 2008, energy Savings had physical gas forward contracts in its U.5. subsidiaries and affiliates, the majority of
which are designated as hedges of Energy Savings’ anticipated cost of sales with the remainder being classified as held-for-trading
to which it has committed with the following terms:

Notional volume 3-4,663 MmBTU/day

Total remaining notional velume 55,118,014 MmBTU

Maturity dates April 30, 2008 — May 31, 2013
Fixed price per GJ (in doliars) $5.44-311.73 (U535.30-U5$11.43)
Fair value $56,707 (US355,243) favourable
Notional value $541,330 {LI5$527,355)
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The gain of $56,707 {U5$55,243) (2007 - n/a) for the year ended March 31, 2008, has been recorded in other liabilities with a loss of
$69,739 (US$66,720) being recarded in other comprehensive incame and the remainder attributable to AQCI upon implementation
and the foreign exchange component of other comprehensive income.

(xiv} At March 31, 2008, Energy Savings had gas transportation forward contracts in its U.S. subsidiaries and affiliates, the majority
of which arc designated as hedges of Energy Savings’ anticipated cost of sales with the remainder being classified as held-for-
trading to which it has committed with the following terms:

Notional volume 180--21,392 MmBTU/day

Total remaining national volume 25,988,403 MmBTU

Maturily dates April 30, 2008 - January 31, 2013
Fixed price per GJ (in dollars) $0.01-%0.26 (US$0.01-US$0.25)
Fair valut $nil

Notional value $46 (Us$45)

For 1he year ended March 31, 2008, no entry was recorded in the financial statements as there were ng changes in fair value. Future
changes Lo the fair value will be recarded in other assets (liabilities) and the offsetting values will be recarded in other comprehensive
income and other income as applicable.

The following lables summarize certain aspects of the financial assets and kiabilities recorded in the financial statements as
at March 31, 2008.

Other Other Other Other
assets — assets — liahilities - liabilities -
Description current lony-term current long-term
Canada
Fixed-Tor-floating electricity swaps $ 13344 % 12,517 % 49,965 § 139,695
Renewable energy certificates 222 632 - -
Options - - 1,937 3,442
Physical gas forward contracts 125,669 36,270 - 5,228
Transportation forward contract 520 - 6,915 2,903
United States
Fixed for floating electricity swaps 1,117 232 - 3,939
Physical electricity forwards 12,637 2,715 - -
Unforced capacity forward contracts - A 43 —
Renewable energy certificates 10 67 ~ -
Options 1,619 - 290 1,183
Physical gas forward contracts 35,832 20,875 —~ -
Transportation forward contract - - - -
Foreign exchange forward contracts 2.325 2,252 - -
As at March 31, 2008 $ 193,286 % 75,560 % 59,450 % 156,390

P ——
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Year ended March 31, 2008

Gain (loss) on cash
flow hedges transferred

from ather comprehensive Unrealized gain {loss)
income to the statement recorded in other
Description of operations comprehensive income
Canada
Fixed-for-floating electricity swaps b3 {93,999) $ {9,490)
Physical gas forward contracts and transportation forward contracts (523,118) 485,965
United States
Fixed-for-floating swaps {53,562} 72,339
Physical electricity forwards (87.416) 101,215
Physical gas forward contracls (165,012) 208,158
Amortization of deferred unrealized gains of discontinued hedges 3,244 -

Total realized and unrealized gains (losses) $  {919,861) $ 858,187

]

The estimated net armount of existing gains and losses reported in AOCI that is expected to be reclassified to net income within the
next year is a gain of $117,216.

These derivative financial instruments create a credit risk for Energy Savings since they have been transacted with a limited number
of counterparties. Shouki any counterparty be unable to fulfill its obligations under the contracts, Energy Savings may not be able
to realize the other asset balance recognized in the financial statements.

The carrying value of cash, restricted cash, accounts receivable, accounts payable and accrued liabilities, management incentive
program payable and unit distribution payable approximates their fair value due to their shori-term liquidity.

In lllinois, Texas and Alberta, Energy Savings assumes the credit risk associated with cash collection from its customers. Credit
review processes have been put in place for these markets where Energy Savings has credit risk to manage the customer default
rate. If a significant nurnber of customers were to default on their payments, it could have a material adverse effect on Energy
Savings' operations and cash flow. Management factors default from credit risk in its margin expectations for lllinois, Texas

and Alberta.

For the remaining markets in which Energy Savings operates, the LDCs provide collection services and assume the risk of any bad debts
owing from Energy Savings’ customers for a fee, Therefore, Energy Savings receives the collection of customer account balances
directly fram the LDCs, Management believes that the risk of the LDCs failing te deliver payment to Energy Savings is minimal,

() Supplier risk

Energy Savings purchases the majority of the gas and electricity delivered ta its customers through leng-term contracts entered into
with various suppliers. Energy Savings has an axposure to supplier tisk as the ability to continue to deliver gas and electricity to its
custamers is reliant upon the ongeing operations of these suppliers and their ability to 7ulfili their contractual obligations. Energy
Savings has discaunted the fair value of its financial assets and labilities by $1,271 to accommaodate for its counterparties” risk of
default. A significant portion of these gas and electricity purchases is from Shell Enargy Narth America.

{Q) Foreign currency risk

Encrgy Savings has an exposure to foreign currency exchange rates, as a result of its investment in U.S. operations, Changes in the
applicable exchange rate may result in a decrease or increase in the AQOCIL A non-cash gain for year ended March 31, 2008 of
$3,951 has been recorded in the other comprehensive income, For the year ended March 31, 2007, a non-cash gain of $60 was
recorded in ather expense.
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income per unit

Basic income per unit
Net income available to Unitholders

Weighted average number of units outstanding
Weighted average number of Class A preference shares

Basic units and shares outstanding

Basic income per unit

Difuted income per unit'
Nel incotme available 1o Unitholders
Basic units and shares outstanding
Dilutive effect of:

Unit options

Unit appreciation rights

Deferred unit grants
Units autstanding on a diluted basis

Dituted intome per unit

$

2008 20067

152,761  § 93,912

98,830,000 97,499,000
8,701,000 9,218,000

107,531,000 106,717,000

] 142 % 0.88
£ 152761 § 93,912
107,531,000 106,717,000
115,000 185,000
766,000 382,000
28,000 17,000
108,440,000 107,301,000
3 14 3 0.28

Far the yoar ended March 31, 2007, the canversion of urnit aptions, unit appreciation rights and deferred uni grants is dilutive.

Reportable business segments

Energy Savings operates in two reportable geographic segments, Canada and the United States. Reporting by gecgraphic region is
in ling with Energy Savings' performance measurement parameters. Both the Canadian and the U.S. operations have gas and

electricity business segments.

Energy Savings evaluates segment performance based an gross margin.

The following tables present Energy Savings' results by geographic segment:

2008

Sales gas

Sales electricity
Sales

Gross margin

Amortizaticn of gas contracts
Amartization of electricity contracts
Amaortizalion of capital assets
Other operaling expenses

Interest expense

Other incame {expense)

Recovery of income tax

Net incame {loss)
Additions te capital assets
Total goodwill

Total assets

2008 ANNUAL REPORT

Canada United States Consolidated
4 785,788 § 247463 5 1,033,251
544,278 161,161 705,439
$ 1,330,066 $ 408624 $ 1,738,690
$ 220,247 % 54,553 § 274,800
(177} - (1779
(1,284} (6,100} {7,384}
{3,647 (1,463) {5,110}
(66,438} (52,175} {118,613)
{2,174) (3,172} (5.246)
1,246 (1,156) 90
3,353 11,148 14,501
% 151,926 % 1,635 % 152,761
$ 7143 % 699 § 7.842
b3 94,576 % 21,570 $ 116,146
$ 520384 §$§ 188731 § 709,115
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2007

Sales gas
Sales electricity

Sales

Gross margin

Amarlization of gas contracts
Arnortization of electricity contracts
Amortization of capital assels
(Other operating expenses

Interest axpense

Other expense

Recovery of income tax

Net income (loss}

Additions to capital assets

Total goodwill

Total asscts

Guarantees
{a} Officers and directors

NOTES TO THE CONSCHDATED FINANCIAL STATEMENTS

Canada Uniied States  Consolidated

$ 782506 % 172,225 % 954,731
530,388 47,198 577,586

$ 1,312,894 % 219,423  § 1,532,377
$ 201437 $ 28,007 § 229444
(15,438} - (15,438}
{6,597) - (6,597}
(2,682} (522} (3,104}
(74,084} (26,429} (100,513}
(2,082) (1,860) (3.942)
{4,831) {2,037) (6,268}

930 - 930

3 96,753 % (2,841 3§ 93,612
$ 3124 % 602 § 3,726
$ 94576 § - % 894 576

$ 293228 3 63,999

$ 357227

e pget et

rem o |

Corporate indemnities have been provided by the Fund to all directors and certain officers of its subsidiaries and affiliates for various
items including, but not limited ta, all costs to settle suits or actions due to their assodiation with the Fund and its subsidiaries
andfor affiliates, sulject to certain restrictions. The Fund has purchased directors’ and officers” liability insurance 1o mitigale the cost
of any potential future suits or actions, Each indemnity, subject to certain exceptions, applies for so long as the indemnified person
is a director or officer of one of the Fund's subsidiaries and/or affiliates. The maximum amount of any potential future payment

cannol be reasonably estimated,

(h) Operations

In the normal course of business, the Fund and/for the Fund’s subsidiaries and affiliates have entered into agreements that include
guarantees in favaur of third parties, such as purchase and sale agreemenis, leasing agreements and transportation agreements.

These guarantees may require the Fund and/or its subsidiaries 10 compensate counterparties for fosses incurred by the

counterparties as a resull of hreaches in representation and regulations or as a result of litigaticn claims or statutory sanctions that
rnay be suffered by the counterparty as a consequence of the transaction. The maximum payable under these guarantees is

estimated to be $61,000.
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NOIE Commitmants

{a) Commitments {or premises and equipment under cperating lease cbligation for each of the next five years and thereafter
arc as follows:

2009 4 5.183
2010 4779
2011 4,091
2012 3,538
2013 2,280
Thereafter 7,166

b 27,037

pr e i e A n e |

(b} Commitments under the Master Services Agreement with EPCOR for the duration of the agreernent are as follows:

2009 $ 8,576
2010 5717

3 14,293

| Fot Sy o s |

{©) Commitments under long-term gas and electricity contracts with various suppliers for each of the next five years and thereafter
are as follows:

2009 $ 1,251,191
2010 969 804
2011 687,049
2012 374,829
2013 143,895
Thereafter 10,972

$ 3,437,830

{d) The Fund has a commitment to repay the long-term debt in the amount of $67,583 by October 29, 20710.

Energy Savings is also committed under long-term contracts with customenrs to supply gas and electricity, These centracts have
various expiry dates and renewal options.

2008 ANNUAL REFORT @ ENERGY SAVINGS INCOME FUND



NOTE

NOTE

worc (3)

MNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Contingency

Cn February 7, 2008, the Atlorney Generat for Mingis filed a compiaint for damages {restitution to consumers and canceflation of
contracts), civil penalties and injunctive relief against ILESC (the “llinois AG Complaint”). The illinois AG Complaint alleges that
independent sales agents used deceptive practices in their sale of Energy Savings' contracts to llinois customers. Energy Savings has
commenced discussions with the Winois Attorney General 1o address and defend the allegations and intends 10 seek a constructive
resolution to the matter.

Al this time, the likelihood of damages ar recoveries and the ultimate amounts, if any, with respect to this litigation is not determinable.
Accordingly, no amount has been recorded in these consolidated financial staternents as at March 31, 2008,

Adjustments required to reflect net cash receipts from gas sales

2008 2007
Changes in
Accrued gas accounts payable 3 5465 § 3,156
Unbilled revenues (8,083) (2,232
$ (2,620 % 924
Changeos in non-cash warking capital
2008 2007
Accounts receivable $ (14887 § {27,029
Gas in storage 1,609 (1,081)
Prepaid expenses (134) {636)
Carporate taxes recoverable 1,661 {400}
Accounts payable and accrued liahilities (694) {187
Management incentive pragram payable 981 (6)
Other (415} 1,028

b {11,879) % (28,311}

Comparative consolidated financial statements
Certain figures from the comparative financial statements have been redassified from staternents previously presented to conform to
the presentation of the current year's consolidated financial statements.
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EXHIBIT C-2
SEC FILINGS
Commerce Energy, Inec. d.b.a. Commerce Energy of Ohio

Please refer to Exhibit C-1 for the parent company’s most recent securities filing
information. Also attached is a copy of a recent material change notice and Just
Energy’s most recent quarterly report filed with the Canadian Securities and Exchange
Commission



JUST ENERGY INCOME FUND ANNOUNCES COMPLETIGN OF THE ACQUISITION OF
UNIVERSAL ENERGY GROUP LTD,

TORONTQ, July 2, 2009 - Just Energy Income Fund (TSX - JE.UN) ("Just Energy") and Just Energy
Exchange Corp. ("ExchangeCo") are pleased to announce that Just Energy's acquisition of Universal
Energy Group Ltd. (TSX - UEG) ("Universal”) pursuant to a plan of arrangement (the "Arrangement')
was completed on July |. Under the Arrangement, Universal shareholders received 0.58 of an
exchangeable share ("Exchangeable Share"} of ExchangeCo, a subsidiary of Just Encrgy, for each
Universal common share {"Universal Share") held, In aggrepgate, 21,271,804 Exchangeable Shares were
issued by ExchangeCo fo Universal shareholders pursuant to the Arrangement. A total of 4,348,314 of
these Exchangeable Shares were subsequently exchanged for a total of 4,348,314 trust units of Just
Energy ("Trust Unit") in accordance with elections made by certain Universal shareholders.

Each Exchangeable Share is exchangeable for a Trust Unit ont a one-for-one basis at any time at the
option of the holder and entitles the holder to a monthly dividend equal to 66%4% of the monthly
disiribution paid by the Fund on a Trust Unit. The first dividend or distribution that former Universal
shareholders will be eligible to receive on their Exchangeable Shares or Trust Units, as the case may be,
will be the dividend or distribution fo be paid on or about July 31, 2009 to holders of Exchangeable
Shares and Trust Units of record on July 13, 2009,

The Universal Shares are expected to be de-listed from the Toronto Stock Exchange ("TSX™), and the
Exchangeable Shares are expected to be listed on the TSX, at the open of trading on July 6, 2009. The
Exchangeable Shares will trade under the symbol JEX.

In connection with the Arrangement, ExchangeCo assumed ali of the covenants and obligations of
Universal in respect of Universal's 6.0% convertible unsecured subordinated debentures {TSX — UEG.
DB) ("Debentures”). On conversion of the Debentures, holders will now be entitled to receive 0.38 of an
Exchangeable Share in lieu of each Universal Share that the holder was previously entitled to receive on
conversion. The revised conversion price for the Debentures is $36.63 per Exchangeable Share, or
approximately 27.3 Exchangeable Shares per $1,000 principal amount of Debentures.

The Debentures are expected 1o be de-listed from the TSX as Debentures of Universal, and the
Debentures are expected to be listed for trading on the TSX as Debentures of ExchangeCo, at the open of
trading on July 6, 2009, The Debentures of ExchangeCo will trade under the symbol JEX.DB,

Rebeeca MacDonald, Executive Chair of Just Energy, noteds “l am very pleased to announce the
completion of the acquisition of Universal Energy Group. The two companies are a remarkable fit and
combined make a much stronger competitor in the North American market for dercgulated utility
services. In addition, adding Universal will help expand our footprint in high growih United States
markets. Management believes that this transaction will be accretive financially to unitholders both in the
short and long terms. [ am pleased to welcome Mark Silver and many of the Universal employees on
board.”

Ken Hartwick, CEO and President of Just Energy, added: “This is an exciting transaction for Just Energy
and our unitholders, The combination of the two sales forces should provide a potent growth engine to
market not enly our traditional products, but also innovative Green Energy Cption (nitiatives including
high cfficiency and tankless water heaters, through National Home Services.”
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Mark Sitver, CEQ of Universal, said: “We are pleased {0 proceed into the future with Just Energy. The
combined company brings financial strength and market credibility as we move forward to be a leader in
our industry, The result should be financially beneficial to Universal’s shareholders.”

The Fund

Just Energy’s business involves the sale of natural gas and/or eleciricity to residentiaf and commercial
customers under Jong-term fixed-price and price-protected contracts. By fixing the price of natural gas or
glectricity under its fixed-price or price-protected program contracts for a period of up 1o five years, Just
Energy’ customers offset their exposure to changes in the price of these essential commeodities. Just
Energy, which commenced business in 1997, derives its margin or gross profit from the difference
between the fixed price at which it is able to sell the commodities 1o its customers and the fixed price at
which it purchases the associated volumes from its suppliers,

The Fund also offers “green’ products through its Green Energy Option (GEQ) program. The
electricity GEO product offers the customer the option of having all or a portion of his or her
clectricity sourced from renewable green sources such as wind, run of the river hydro or
biomass. The gas GEQ product offers carbon offset credits which will allow the customer to
reduce or eliminate the carbon footprint for their home or business. Management believes that
these products will not only add to profits, but also increase sales receptivity and improve
renewal rates.

In addition, through National Home Services, the fund sells and rents high efficiency and
tankless waterheaters and produces and sells wheat-based ethanol through its subsidiary Terra
Grain Fuels,

Non GAAP Measures

Adjusted net income (loss) represents the net income {loss) excluding the impact of mark-to-markef gains
(logses) arising from Canadian GAAP requirements for derivative financial instruments on our future
supply positions. Just Energy ensures that customer margins are protected by entering into fixed-price
supply contracts. In accordance with GAAP, the customer margins are not marked-to-market but there is
a requirement to mark-to-matket the futuwre supply contracts. This creates unrealized gains (losses)
depending upon current supply pricing volatility. Management believes that these short-term mark-to-
market non-cash gains (losses) do not impact the long-term financial performance of the Fund.

Management also beligves the best basis for anaiyzing both the Fund’s operating results and the amount
available for distribution is to focus on amounts actually received (“seasonally adjusted”). Seasonally
adjusted analysis applies solely to the Canadian gas market (excluding Alberta and B.C.). Just Energy
receives payment from the LDCs upon delivery of the commodity not when the customer actually
consumes the gas. Seasonally adjusted analysis eliminates seasonal commodity consumption variances
and recognizes amount available for distribution based on cash received from the LDCs.

Forward-Looking Statements

" The Fund’s press releases may contain forward-looking statements including statements pertaining to
customer revenues and margins, customer additions and rtenewals, customer attrition, customer
consumption levels, distributable cash and treatment under governmental regulatory regimes. These
statements arg based on current expectations that involve a number of risks and uncertainties which could
cause actual results to differ from those anticipated. These risks include, buf are not limited to, levels of
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cusforner natural gas and electricity consumption, rates of customer additions and renewals, rates of
customer attrition, fluctuations in natural gas and electricity prices, changes in regulatory regimes and
decisions by regulatory authorities, competition and dependence on certain suppliers. Additional
information on these and other factors that could affect the Fund's operations, financial results or
distribution levels are included in the Fund's annual information form and other reports on file with
Canadian securities regulatory authorities which can be accessed through the SEDAR website at
www.sedar.com or through the Fund's website at www gsifca

The Toronto Stock Exchange has neither approved nor disapproved of the contents of this release,
FOR FURTHER INFORMATION PLEASE CONTACT:

Ms. Rebecca MacDonald
Executive Chair

Phone: (416) 367-2872

Mr. Ken Hartwick, C.A.
Chief Executive Officer

Phone: {905) 795-3557
s, Beth Summers, C.A.
Chief Financial Officer
Phone: (905) 795-4206
or

Mark L. Silver

Chief Executive Officer

Universal Energy Group Lid.

Phone: (416)221-9066 ext. 244
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FORM 51-102F3
MATERIAL CHANGE REFORT
Name and Address of Reporting Issuer:

Just Energy Exchange Corp. ("ExchangeCo")
Suite 2630, First Canadian Place, 100 King Street West
Toronto, Ontario M5X 1E1

Date of Material Change:
July 1, 2009
News Release:

A press release disclosing in detail the material summarized in this material change report was
disseminated through the facilities of a recognized newswire service on July 2, 2009,

Summary of Material Change:

ExchangeCo and Just Energy Income Fund ("Just Energy") jointly announced the successful
completion of the acquisition of Universal Energy Group Ltd. ("Universal”) by Just Energy in
accordance with a plan of arrangement (the "Arramgement"), pursuant fo which holders
("Universal Shareholders") of Universal common shares ("Universal Shares") received 0.58 of
an exchangeable share, series | ("Exchangeable Share™) of ExchangeCo, a subsidiary of Just
Energy, for each Universal Share held. In aggregate, 21,271,804 Exchangeable Shares were
issued by ExchangeCo to Universal Sharcholders under the Arrangement. A total of 4,348,314 of
these Exchangeable Shares were subsequently exchanged for a tofal of 4,348,314 trust units of
Just Energy (" Trust Unit") in accordance with elections made by certain Universal Shareholders.

Full Description of Material Change:

ExchangeCo and Just Energy joinily announced the successful completion of the acquisition of
Universal by Just Energy in accordance with the Arrangement, pursuant to which Universal
Sharcholders received 0.58 of an Exchangeable Share for each Universal Share held, In
aggregate, 21,271,804 Exchangeable Shares were issued by ExchangeCo to Universal
Shareholders under the Arrangement. A total of 4,348,314 of these Exchangeable Shares were
subsequently exchanged for a total of 4,348,314 Trust Units in accordance with elections made by
certain Universal Shareholders.

Each Exchangeable Share is exchangeable for a Trust Unit on a one-for-one basis at any time at
the option of the holder and entitles the holder to a monthly dividend equal to 662/3% of the
monthly distribution paid by Just Energy on a Trust Unit. The first dividend or distribution that
former Universal Shareholders are eligible to receive on their Exchangeable Shares or Trust
Units, as the case may be, is the dividend or distribution to be paid on July 31, 2009 to holders of
Exchangeable Shares and Trust Units of record on July 15, 2009.

The Universal Shares were de-listed from the Toronto Stock Exchange ("TSX"), and the
Exchangeable Shares were listed on the TSX, at the open of trading on July 6, 2009, The
Exchangeable Shares trade under the symbol JEX.



In connection with the Arrangement, ExchangeCo assumed all of the covenants and obligations
of Universal in respect of Universal's 6.0% convertible unsecured subordinated debentures
("Debentures"). On conversion of the Debentures, holders are now entitled to receive 0.58 of an
Exchangeable Share in lieu of each Universal Share that the holder was previously entitled to
receive on conversion. The revised conversion price for the Debentures is $36.63 per
Exchangeable Share, or approximately 27.3 Exchangeable Shares per $1,000 principal amount of
Dekentures.

The Debentures were de-listed from the TSX as Debentures of Universal, and the Debentures
were listed for trading on the TSX as Debentures of ExchangeCo, at the open of trading on July 6,
2009, The Debentures of ExchangeCo trade under the symbol JEX.DB.

For further information, see ExchangeCo's press release dated July 2, 2009, a copy of which is
attached hereto as Schedule "A". Additional information concerning ExchangeCo and Just
Energy is available on SEDAR at www .sedar.com.

Reliance on subsection 7.1(2) of National Instrament 51-102:

Not applicable.

Omitted Information:

Not applicable.

Executive Officer:

The name and business telephone number of an executive officer of ExchangeCo who is
knowledgeable about the material change and this report is Ms. Beth Summers, Chief Financial
Officer, telephone (905) 795-4206.

Date of Report:

July 8, 2009


http://www.sedar.com

&
T TN
it

THIRD QUARTER REPORT

FeNERGY

SAVINGS INCOME FUND



L]

PROFILE

Energy Savings’ business involves the sale of natural gas and electricity to residential
and commercial customers under long-term irrevocable fixed-price contracts
(price-protected for electricity). Energy Savings offers natural gas in Ontario,
Manitoba, Alberta, Quebec, B.C., lllinois and Indiana. Energy Savings also markets
electricity in Ontario, Alberta, New York and Texas. By securing the price for
natural gas or electricity under such contracts for a period of up to five years,
Energy Savings’ customers reduce or eliminate their exposure to changes in the
price of these essential commodities. Energy Savings trades on the Toronto Stock
Exchange under the symbol SIF.UN,

HIGHLIGHTS

for the three months ended December 31, 2008, included;

Sales (seasonally adjusted) of $510.8 million, up 11% year over year,
Gross margin (seasonally adjusted) of $87.6 million, up 23% year over year.
Adjusted net income of $46.7 million {$0.42 per unit}, up 34% year over year.

Distributable cash after gross margin replacement of $57.5 million
($0.51 per unit), up 22% year over year.

Distributable cash of $48.2 million ($0.43 per unit), up 13% year over year.

Gross customer additions of 94,000, up 19% versus the third quarter of 2008.
Net customer additions of 23,000, the highest in the past year.

Management reaffirms fiscal 2009 guidance at the upper end of the 5% to 10%
growth target range for both gross margin and distributable cash.

Management confirms sustainability of distributions.

Special Distribution of $0.165 per unit.
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MESSAGE FROM THE CEO

MESSAGE FROM THE CEO

Fellow Unitholders,

As was the case in my prior quarterly message, our resulis for the third quarter continued to be overshadowed by the deep recession
that has enveloped the global economy, It is a difficult time for investors to determine which investmenis have the safety and
resilience necessary ta ride cut the recession. Let me talk to you about your investment in Energy Savings.

Last quarter, | pointed oul that our products are essential commeodities for homeowners and small businesses. Further, uncertain
economic times make insurance products, such as ours, even more altractive to those who value certainty and the ability to budget.
Our third guarter results confirm this fact.

Thwee months ago, we projecled that our gross margin and distributable cash would grow in fiscal 2009 by 5% to 10%, despite the
fact that our six-month results fell behind the pace needed to meet 1his target. We were able to do this because of our marketing
success in recend quarters and the locked-in nature of our gross margin. Cur margins are very predictable. While we benefited from
cold weather conditions in December, accompanied by low spot gas prices to fulfill our extra demand, we still would have generated
double digit growth in all cur key financial measures.

This quartor saw a 23% increase in gross margin versus the third quarter of 2008. This reffecied a 5% growth in gas volumes and a
6% growth in clectrioty volumes, combined with the higher margins wea have locked inta all cur recently added contracts. After all
general and administrative costs, including bad debt and the costs of replacing ali our lost margin for the quarter, our distributable cash
was $0.51 per unit, up 21% from the prior year. Our adjusted net income was $0.42 per unit, up 34% from fiscal 2008.

fFor the throe months ended December 31
(millions of dollars, except per unit amounts)

Fiscal 2009 Per unit Fiseal 2008 Per unit

Sales’ $ 510.8 $ 459.4
Gross margin’ 87.6 71.2
Distributable cash’

After gross margin replacement 575 % 0.51 47.2 % 0.43

After marketing expense 48.2 0.43 42.5 0.39
Adjusted net income 46.7 0.42 34.9 0.32
Regular distributions 34.9 0.31 33.0 0.30
Special Distribution 18.6 0.165 447 0.41
Long-term customoers 1,775,000 1,708,000
For the nine months ended December 31
millions of doffars, except per unit amounits)

Fiscal 2009 Per unit Fiscal 2008 Per unit

Sales' $§  1,29838 § 12155
Gross margin® 209.1 184.2
Distributable cash’

After gross margin replacement 123.3 % 111 157 % 1.07

After marketing expense 106.8 0.96 988 o.M
Adjusted net income 812 0.73 69.1 0.64
Regular distributians 103.2 0.93 957 (.89
Special Distribution 18.6 0.165 447 0.41
Ending annual distribution per unit 1.24 .21

spasonally adjusted (non-GAAP measure).
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MESSAGE FROM THE CEO

Thase resulis, in the midst of a very deep recession, clearly show that Energy Savings’ business is as sound and reliable as it has
bean since its Inttial Public Offering (*IPQ"} in 2001. We have been a growth business and ramain a growth business. We reaffirm
our growth guidance trending to the top end of our 5% to 10% target range for fiscal 2009,

The recession has caused more and more consumers to think about the need for predictability of monthly costs. Accordingly,
receptivity to our independent sales contractors remains strong. Further, Energy Savings is not shrinking its workforce; it is hiring.
We continue to add key head office staff to allow our operations 10 manage the present and future growth we see in our
custormner base. On top of that, we continue to work towards building our team of independent sales contractors, which currently
stands a1 600, an increase of 31% trom the low earlier this year. We expect to hire mare talented pecple and continue te build
what has become a great company.

There are two factars we carefully watch to measure the impact of the economy on our customers. The first is attrition, which can
ncrease with home foraclosures and ulility cut-offs for nen-payment. Our attrition in Canada continues to run very close to our
10% annual target. The U.S. had sean very high attrition in the gas market, reflecting record foreclosure rates in our target markets,
The trailing 12-month altrition for this market spiked to 33% in the second quarter but, while foreclosures remain high, non-
foreclosed home szles have fallen sharply, reducing our U.S. gas attrition to an annualized 22% in the third quarter and 31% in the
last 17 months. We expect the annualized attrition to remain in the mid-20s as stimulus efforts cut into the foreclosure rate. U.S.
electricily attrilion was an annualized 19% in the quarter, in line with our 20% U.5. target.

The second factor impacted by the econcmy is bad debt expense. We bear bad debt risk for approximately 25% of owr customers
while the utilitics absarb bad debt in the remaining jurisdictions. Bad debt expense for the nine months ended December 31 is 2.3%
of revenues in Alberta, lllinois and Texas {(where we bear the bad debt risk), This is at the lower end of our target range of 2% tc 3%.
We are carefully monitoring our clients’ credit and we believe that losses will remain within the target range even in an
extended recession.

We had very strong customer additions in the third quarter. Our sales team generated 94,000 additions in the quarter. While we
have added mare customers in past quarters thraugh acquisition, this is the highest number of additions {excluding acquired customers)
for a quarter in the past five years. It also marks two successively strong guarters following our sales restructuring at the end of last
year. Managemenl believes that the steps we have taken are working and will continue to provide the growth we expect.

Customer aggregation

RCEs Septermber 30, December 31,
2008 Additions Attrition  Failed to renew 2008
Natural gas
Canada 770,000 16,000 (20,000} (10,000) 756,000
United States 226,000 25,000 (12,000) - 238,000
Total gas 995,000 41,000 (33,000 {10,000} 994,000
Electricity
Canada 579,000 18,000 (13,000} (3,000) 581,000
United States 177,000 35,000 {9,000} (3,000) 200,000
Total electricity 756,000 53,000 (22,000) (6,000) 781,000
Combined 1,752,000 94,000 (5,060} (16,000} 1,775,000

As his is being writien, we are trading at $9.71 per unit on the TSX. While this is an improvement over our lows, the fundarmental
value metrics remain out of line with historical market standards.

Price earnings ratio - acjusted LTM earnings per unit of $1.54 — PE 6.3 times
Yiold - annual distribution {excluding Special Distribution) of $1.24 — 12.8% yield
These ratios are not often associated with a growth company.

fanagement's fundamental job is to focus on generating a solid aperating performance, and | believe the results of the third quarter
show the fruits of this eflort, which will continue throughout what we believe will be a strong fourth quarter and the years ahead.
At Lhe same time, Rebecca MacDonald, our Founder and Executive Chair, will be focusing in the coming months on bringing
Lhe Enecrgy Savings story to newy investors.
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MESSAGE FROM THE CEO

Adjusted net income
One question that relail investars often ask is why we refer ta the adjusted earnings of $1.54 for the last 12 monihs rather than
the reported loss of $7.57.

Under Canadian Generally Accepted Accounting Principles {"GAAP”), we are required each quarter 1o mark the value of future
supply positions 1o market. These supply positions are designed to cover our customer contracts. When commadity prices rove, the
value of these customer contracts moves in the opposite direction by the same amount. These contracts are not marked to market
under GAAP.

Berause we have more than $3.6 billion in future purchases, movemeants in gas and electricity market prices make very substantial
differences in mark o market on our future supply, Lower commadity prices created a $1.0 billion mark to market loss in the
second quarter and a further $81.3 million loss in the third quarter.

We believe 1hese losses are not significant to the measurement of cur operating perfermance. The increased value of our customer
contracts offsets the real impact of this loss. In fact, the last two quarters saw the addition of new customers at higher margins, which
not only offset margin realized during the period, but increased the future margin of our overall book of business. The total future
margin built into our contracts went from $810.2 million at the end of the first quarter to $856.5 million at the end of the second
quarter to $915.3 million at the end of the third quarter.

Adjusted income removes the impact of mark to market on tuture supply ang shows income based on margin and costs actualy
realized during the quarter. This is the measure vsed by management to analyze our results, and we befieve it provides the most
useful information to our Unitholders.

Distributions

Qur distribution rate is driven by our distributable cash. Historically, as our distributable cash has increased, so has our rate of distribution.
Two factoss weigh on our distribution policy. First, the curtent recession demands prudence in all financial matters. While we are
forfunate to have no debt beyond our working capital line, access to the capital markets for acquisitions or other purposes is very
limited, even for a business as strong as Energy Savings. Rather than raise distributions, we intend ta canserve cash to fund
opportunities that will be accretive Lo Unitholders,

Second, Lhe need to convert to a corporate structure by 2011 must be addressed by all income trusts. Management continues tc
examine all available eptians for this conversion and is focused on those that will preserve the high yield nature of Energy Savings.
I will be discussing this issue further, in future quarterly messages.

Cverall, our ability to pay distributions has never been stronger, Our payout ratio (excluding our tax-dnven Special Distribution) was
G1% after replacement of all lest margin, down from 70% a year ago. Of the remainder, we used 11% to add new grass margin
with 28% going to further strengthen our balance sheet against the troubled economy. As you can see, maintenance of our
existing distribution is very comfortable and Energy Savings is in & strong financial position to weather the times ahead.

Green products

A small but growing component of our businass is our Green Energy Option (" GEO™) product. We offer aur customers the
opportunity to address climate change and reduce their carbon foatprints through the purchase of “green” electricity and carbon
crodits to offset natural gas usage.

This guarter, we sold annual volumes equal to 45,000 MWh of GEO electricity and 137,000 GJ of GEO gas product. Fhese volumes

make us leaders in the provision ol "green” energy to residential and small business consurmers. Early test sales of tankiess and

high-efficiency waler heaters have also been far higher than expected. The public wants to contribute to a reduced carbon footprint |
and Energy Savings is providing the method by which to do so. | am pleased to inform our Unitholders that the current GEO

customer hook is very profitable, showing that social respansibility and profitability can go hand in hand.

twant to thank all of our Umitholders for their support of Energy Savings during these troubled times. | think the third quarter shows
that we can generate growth even in the worst of markets and manage that growth into profitability. | hope that the proven
strength of Energy Savings will allow our units to provide a safe haven and a solid yield in the turbulant markets ahead.

Yours sincerely,

Km-. vlvoﬂt"

Ken Hartwick
Chief Executive Officer
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MANAGEMENT'S DISCUSSIGN AND ANALYSIS

MANAGEMENT'S DISCUSSION AND ANALYSIS (“MD&A")
February 5, 2009

Qverview

The following discussion and analysis is a review of the financial condition and results of operations of Energy Savings lncome Fund
(“Energy Savings” or the “Fund") for the nine months ended December 31, 2008, and has been prepared with all information
available up to and including February 5, 2009. This analysis should be read in conjunctien with the unaudited interim consolidated
financial statements for the three and nine months ended December 31, 2008, as well as the audited consolidated finandial
statements and related MD&A for the year ended March 31, 2008, contained in the Fund’s 2008 Annual Report. The financiaf
information contained herein has been prepared in accordance with Canadian Generally Accepted Accounting Principles (" GAAP™),
All dollar amounts are expressed in Canadian dolfars. Quarterly reports, the annual report and supplementary information can be
faund under "reports and filings” on our corporate website at www.esif.ca. Additional infermation can be found on SEDAR at

vy sedar.com.

Energy Savings is an open-ended, limited-purpase trust established under the laws of the Province of Ontario to hold securities and
to distribute the income of its directly or indirectly owned operating subsidiaries and affiliates: Ontario Energy Savings L.P.
("OESLP*), Energy Savings (Manitoba) L.P. ("ESMLP), Energy Savings (Quebec) L.P. {"ESLP”}, £S5 {B.C.) Limited Partnership
{(“ESBC"), Alberta Energy Savings L.P. (" AESLP), lllinois Energy Savings Corp. ("IESC”), New York Energy Savings Corp. ("NYESC),
Indiana Energy Savings Corp. ("INESC"}, Energy Savings Texas Corp. ("ESTC”) and Newten Home Comfort L.P. {("NHCLP"}.

Energy Savings' business involves the sale of natural gas and/or electricity to residential and commercial customers under long-term
fixed-price and price-protected contracts. By fixing the price of natural gas or electricity under its fixed-price or price-protected
program contracls for a period of up to five years, Energy Savings’ customers offset their exposure to changes in the price of these
essential commadities. Energy Savings, which commenced business in 1997, derives its margin or gross profit from the difference
hetween the fixed price at which it is able to sell the commodities to its customers and the fixed price at which it purchases the
associated volumes from s suppliers. A new partnership was entered inlo on July 18, 2008, which involves the marketing, leasing,
sale and installation of tankless and high-efficiency water heaters.

Forward-looking information

This MD&A contains certain forward-looking information pertaining to customer addittons and renewals, customer cansumption
levels, distributable cash and treatment under governmental regulatory regimes. These slatements are based on current
expectations that involve a number of risks and uncertainties which could cause actual results to differ from those anticipated. |
These risks indude, but are not limited 1o, levels of customer natural gas and electricity consumption, rates of customer additions

and renewals, fluctuations in natural gas and electricity prices, changes in regulatory regimes, decisions by regulatory authorities

and campetition and dependence on certain suppliers. Additional information on these and other factors that could affect the

Fund's operations, financial results or distribution levels are included in the Fund's annual information form and other reports an file

with Canadian security regulatory authorities which can be accessed on our corporate website at www.esif.ca or through the

SEDAR website at www.sedar.com.

Practice change

Effective July 1, 2008, the Fund changed its practice fram treating future supply hedging pesitions as hedges for accounting purposes.
Accordingly, all future mark to market adjustments will be reflected in the Statement of Operations. In the view of management,
the financial statements offered no greater clarity and were very labour intensive and costly to produce. The new accounting
praclice consolidates all the unrealized, non-cash changes in value of future supply into a single line on the consolidated statements
of operations. The Fund's MD&A reports the adjusted net income excduding these non-cash mark to market adjustments for the
hedges and the related tax effect. This is important because, given commaodity volatility and the size of the Fund, the quarterly
swings in mark to market on these positions can be in the hundreds of millions of dollars. At the same time, the expected future
net margin from the supply and customer contracts is effectively unchanged with these market movements.

Energy Savings believes that the result of this accounting change and the assodiated MDE&A disclosure is that actual period
operating results will be more transparent for investars.
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MANAGEMENT'S DISCUSSKON AND ANALYSIS

Key terms
“LDC™ means a local distribution company, the natural gas or electricity distributor for a regulatory or governmentally defined

geographic area,

"RCE” means rosidential customer equivalent or the "customer™, which is a unit of measurement equivalent to a cusiomer using,
as regards natural gas, 2,815 m’ {or 106 GJ or 1,000 therms or 1,025 CCF) of natural gas on an annual basis and, as regards
electricity, 10 twh (o5 10,000 kivwhy of electricity on an annual basis, which represents the approximate amount of gas and
electricity, respectively, used by a typical household in Cntario,

“Delivered volume” represents the actual volume of gas and electricity provided on behalf of customers to the LDCs for the period.

“Annualized volume/Customers” represents the utility projection of the total volume of gas and/or electricity to be delivered for
each 12-month period for custemers in place at a peint in time, The period growth in annualized volume equates to the growth in
Energy Savings’ customers for the same period.

"UV" represents the per unit volume of natural gas (nigajoule/Gl) or electricity (megawatt hour/MWh) consumption.

"Gross margin per UV" represents the gross margin realized on Energy Savings’ delivered volume per unit, including both low
margin customers acquired through various acquisitions and gainsflosses from sales of excess commaodity supply.

Non-GAAP financial measures
All non-GAAP financial measures do not have standardized meanings prescribed by GAAP and are therefore unlikely tc be
comparable to similar measures presented by other issuers.

Seasonally adjusted sales and seasonally adjusted gross margin

Management believes the best basis for analyzing both the Fund’s results and the amount available for distribution is to focus on
amounts actually received (“seasonally adjusted"}. Seasonally adjusted sales and gross margin are not defined perfarmance
measures under Canadian GAAP, Seasonally adjusted analysis applies solely to the Canadian gas market and specifically to Ontario,
Quebec and Manitoba.

No seasonal adjustment is required for electricity as the supply is balanced daily. In the other gas markets, payments for supply by
the LDCs are aligned with customer consumption.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Cash Available for Distribution

“Distributable cash after marketing expense® refers to the net cash avaifable fer distribution to Unitholders, Seasonally adjusted
gross margin is the principal contributor to cash available for distribution. Distributable cash is calcutated by the Fund as seasonally
adjusted gross margmn, adjusted for cash items including general and administrative expenses, marketing expenses, capital tax, bad
debt expense, interest expense, corporate taxes and other adjustments. This non-GAAP measure may not be comparable to other
income funds.

“Distributable cash after gross margin replacernent” represents the net cash available for distribution to Unitholders as defined
above. However, only the marketing expenses associated with maintaining the Fund’s gross margin at a stable level equal to that in
place at the baginning of the year are deducted. Management believes that this is more representative of the operating
performance of the Fund and the measure used internally. This non-GAAP measure may not be comparable to other income funds,

For reconciliation to cash from operating activities please refer to the *Cash Available for Distribution and distributions™ analysis on
page 10.

Adjusted net income (loss)

“Adjusted net income {loss)” represents the net income (loss) excluding the impact of mark to market gains (losses) arising from
Canadian GAAP requirements for derivative financial instruments related to our future supply positions. Energy Savings ensures that
customer maigins are protected by entering into fixed-price supply contracts. In accordance with GAAP, the customer margins are
not marked 1o market, but there is a requirement to mark to market the future supply contracts. This creates unrealized gains
(osses) depending upon current supply pricing volatility.

Management believes that these shert-term mark to market non-cash gains (fosses) do not impact the long-term financial !
perfarmance of the Fupd., The related future supply has been sold under long-term customer contracts at fixed prices; therefore the
quarter-to-quarter movement in the theoretical value of this future supply is not a relevant measure of operating performance.

Standardized Distributable Cash
Standardized Distributable Cash is a nen-GAAP measure developed to provide a consistent and comparable measurement of
distributable cash across entities,

“Slandardized Distributable Cash” is defined as cash Hows frem operating activities, as reported in accordance with GAAP, less an
adjustment for total capital expenditures as reported in accordance with GAAP and restrictions on distributions arising from
compliance with financial covenants restrictive at the date of the calculation of Standardized Distributable Cash.

For reconciliation to cash from operating activities please refer to the “Standardized Distributable Cash and Cash Available for
Distribution" analysis on page 13.
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MANAGEMENT"S DISCUSSION AND ANALYSIS

Financial highlights
For the three months ended December 31

(thousands of dollars, except whore indicated and per unit amounts)

Sales

Met income (loss)’

Adjusted net income {Jossy’

Gross margin {seasonally adjusted)

Distributable cash
Aller gross margin replacement
After marketing expense

Distributions (including Special Distribution’)

Distributions (excluding Special Distribution)

General and administrative

Distributable cash payout ratio’ (including Special Distribution)
After gross margin replacement
After marketing expense

Distributable cash payout ratio” {excluding Special Distribution)
After gross margin replacement
After marketing expense

For the nine months ended Decembier 31

(thousands of dolfars, except where indicated and per unit amounts)

Sales

et income (loss)’

Adjusted net income {loss)’

Gross margin {seasonally adjusted)

Distributable cash
Aftar gross margin replacement
After marketing expense

Distributions (including Spacial Distribution’}

Distributions {excluding Special Distribution)

General and administrative

Distributable cash payout ratio (including Special Distribution)
After gross margin replacement
After marketing expense

Distributable cash payout ratio* (excluding Special Distribution)
After gross margin replacement
After marketing expense

Fiscal 2009

Per

$ unit Change

513.608 § 4.57 14%
(49,094)  (0.44)
46,682 0.42 34%
87,554 0.78 23%
57,475 0.51 22%
48,162 043 13%
53,434 048 (31)%
34,860 0.31 6%
14,753 0.13 19%
93%
1%
B61%
2%
Fiscal 2009
Per

$ uhit Change

1,185,640 $ 10.65
{938,852) (8.44)
81,185 0.73
209,050 1.88

123,276 1.1
106,838 0.96
121,724 1.09
103,150 0.93

41,436 0.37

99%
114%

84%
97%

2%

18%
13%

7%
8%
1%
3%
20%

Fiscal 2008

Pef
3 unit

449,673 § 4.3

28,064 0.26
34,890 0.32
71,247 (.65

47,242 0.43

42,467 0.39

77,654 0.71

32,9632 0.30

12,416 0.11
i64%
183%
70%
71%

Fiscal 2008

Per

$ unit

1,085,073 $ 10.04
58,736 0.54
69,060 0.64

184,220 i.70

115,663 1.07
98,842 0.91
140,398 1.30
95,707 0.83
34,500 0.32

121%
142%

83%
97%

Net income {loss} includes the impact of unrealized gains {losses) which represent the mark to markat of fulure commodity positions acquired to cover
future customer dermand. The supply has been sold to customers a1 fixed prices minimizing any relevance of quarter end mark to market gains and losses,

Adjusted net income {(ass) is a mare relevant measure of the performance of the Fund since the underlying supply is held to its maturity, and therefore,
quarterly mark 1o market gains and losses do not impact the Jong-term financial performance of the Fund.

In calendar 7008 and 2007 the Fund under-distributed its taxable income and the Board of Directors concluded that a Spedial Distribution would be

paid to ensure that all taxable income wouid be distributed. Refer to “Special Distribution” on page 25 for further information.

In past years, payout ratio tyoically exceeds 1009 for the first two quarters and is less than 100% in the third and fourth quarter,

ENERGY SAVINGS INCOME FUND
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Operations

Gas

In cach of the markets that Energy Savings operates, it is required to deliver gas te the LDCs for its customers throughout the year.
Gas customers are charged a fixed price for the full term of their contract. Energy Savings purchases gas supply in advance of
marketing. The LDC provides historical customer usage to enable Energy Savings to purchase an approximation of matched supply.
Furthermeore, in many markets, Energy Savings has an option strategy that covers the estimated forecast differences in custormer
consumption due to weather variations, The cost of this strategy is incorporated in the price to the customer. Ta the extent that
balancing requirements are outsicde the opticns purchased, Energy Savings baars the finandal responsibility for fluctuations in
customer usage, Volume variances may result in either excess or short supply. Excess sugply is sold in the spot market resulting in
cither a gain or boss compared to the weighted average cost of supply. In the case ol greater-than-expected gas consumptian,
Energy Savings must purchase the short supply at the market price, which may reduce or increase the customer gross margin
typically realized.

Ontarlo, Quebec and B.C.

In Ontario, Quebac and B.C., the volumes delivered for 2 customer typically remain constant thraughout the year, Energy Savings
does not recognize sales until the customer actually consumes the gas. During the winter months, gas is consumed at a rate which
is grealer than delivery and in the summer months, deliveries to LDCs exceed customer consumption. Energy Savings receives cash
from the LDCs as the gas is delivered, which is even throughout the year.

Manitoba and Alberta

In Maniloba and Alberta, the volume of gas delivered is based on the estimated consumption for each month. Therefore, the
amounti of gas delivered in winter months is higher than in the spring and summer months. Censequently, cash received from
customers and LDCs will be higher in the winter moniths,

Alberta’s regulatary enwvironment is different from the other Canadian provincial markets. In Alberta, Energy Savings is reguired to
invoice and receive payments directly frem customers. Energy Savings has entered inta an agreement with EPCOR Utilities Inc.
{"EPCOR"} for the provision of billing and collection services in Alberta. EPCOR continues to be the billing agent for customers
agaregated in Alberta.

New York, llinois and Indiana

In New York, lllinois and Indiana, the volume of gas delivered is based on the estimated consumption and storaga regquirements

for each month, Therefore the amount of gas delivered in winter months is higher than in the spring and summer menths.
Canscquently, cash flow from the New York, Illinois and Indiana operations is greatest during the third and fourth {winter) quarters,
as nermally, cash is received from the LDCs in the same period as customer consumption,

Electricity

Qntario, Alberta, New York and Texas

Energy Savings does not bear the risk for variations in customer consumption in any of the markets in which it operates other than
the commercial customers acquired in Texas. In Ontario and New York, Energy Savings provides customers with price protection
for the majorily of their electricity requirements, The custorers experience either a small balancing charge or credit on each billing
due 1o fluctuations in prices applicable to their volume requirements not covered by a fixed price. In Alberta, Energy Savings offers
a lnad-following product for which it has acquired load-following supply and therefore does not have exposure o variances in
customer consumptien. Effectively all future offerings for Texas customers will be a load balanced product and Energy Savings will
nol bear the risk for variations in customer consumption.

Cash flow from electricity operations is greatest duning the secand and {fourth guarters (summer and winter), as electricity
consumption is typically highest during these periods.
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MAMAGEMENT'S DISCLISSION AND ANALYSIS

Cash Available for Distribution and distributions
for the three months ended December 31
(thousands of dollars, cxcept per unit amounts)

Recondiliation to statements of cash flow

Cash inflow from operations

Add:

increase in non-cash working capital

Tax impact on disteibutions to Class A preference shateholders

Cash available for distribution

Cash available for distribution
Gross margin par financial statements
Adjustments required 1o reflect net cash receipts from gas sales

Scasonally adjusted gross margin

Less:

General and administrative
Capital tax expense

Bad debt expense

Income tax provision
Interest expense

Cther items

Distributable cash beflore marketing expenses
Markeling expenses to maintain gross margin

Distributable cash after gross margin replacement
Marketing expenses to add new gross margin

Cash available for distribution

Distributions (includes Special Distribution}

Unithalder distributions

Class A preference share distributions

Unit apprediation rights and deferred unit grants distributions

Total distributions

Distributions {excludes Special Distribution)

Unitholder distributions

Class A preference share distributions

Unit appreciation rights and deferred unit grants distributions

Total distributions

Diluted average number of units outstanding

ENERGY SAVINGS WNCOME FUND

Fiscal 2008 Fiscaf 2008

Per unit Per unit
$ 15962 8,773
31,297 31,448
903 2,241
$ 48162 42,462

§ 89,826 § 0.80 62,849 % 063
(2,272} 2,348

¢ 87554 § 078 71,247 % 065
{14,753) {12,416)
{198) (31)
(4,224} {1,153}
(1,896) {13)
(1,121} (511
1,579 275
(20,613) {14,849)

66,941 £ 0.60 56,398 § 0.52
(9,466) (9,156)

57475 § 0.51 47242 % 043
{9,313) (4,780

¢ 48,162 § 0.43 42462 § 0.39
$ 50,426 70,876
2,500 6,203
508 575

$ 53434 § 048 77654 % 071
$ 32,899 30,085
1,631 2,634
330 244

$ 34860 § 0.31 32563 3 030

112.4m 109.0m
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MANAGEMENT'S DISCUSSION AND AMALYSIS

Cash Available for Distribution and distributions
For the nine months ended December 31
{thousands of dollars, except per unit amounis)

Fiscal 2009 Fiscal 2008
Per unit Per unit
Recanciliation to statements of cash flow
Cash inflow from operations t 78,967 $ 72,353
Add:
Decrease in non-cash working capital 25,694 22,419
Tax impact on distributions 10 Class A preterence sharehalders 2,177 4,070
Cash available for distribution § 106,838 $ 98842
Cash available for distribution
Gross margin per financial statements $ 189,173 § 1.70 $ 164,315 % 152
Adjustments required to reflect net cash receipts from gas sales 19,877 19,905
Seasonally adjusted gross margin $ 200050 % 1.88 $ 184,220 § 1.70
Less;
General and administrative (41,436} (34,500)
Capital tax expense (198) {820)
Bad debt expense (7,749) (3,679}
income tax recovery (provisicn) (2,654) 859
Interest expense {2,977) {3,815}
Other items 2,429 579
{52,593) {41,382)
Distributable cash before marketing expenses 156,457 ¢ 1.41 142,838 § 1.32
Marketing expenses to maintain gross margin {33,181) (27,175)
Distributable cash after gross margin replacemant 123,276 $ 1.1 115663 $ 1.07
Marketing expenses to add new gross margin {16,438) {16,821)
Cash available for distribution % 106,838 % 0.96 $ 98842 § 09
Distributions (includes Special Distribution}
Unitholder distributions $ 114,526 § 128,077
Class A preference share distributions 6,028 11,267
Unit appreciation rights and deferred unit grants distributians 1,17¢ 1,054
Total distributions $ 121,724 § 1.09 $ 140,398 $ 1.30
Distributions {excludes Special Distribution)
Unitholder distributions % 9p,090 $ 87,286
Class A preference share distributions 5,159 7,638
Unit appreciation rights and deferred unit grants distributions 992 723
Total distributions $ 103,150 % 0.93 $ 95707 § 0.39
Diluted average number of units outstanding 111.3m 108.2m
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MANAGEMENT*S DISCUSSION AND ANALYSIS

Distributable cash

Distributable cash after gross margin replacement for the current quarter was $57.5 million ($0.51 per unit), up 22% from

$47.2 million ($0.43 per unit} in the prior year comparable quarter. The growth is attributed to a 23% increase in seasonally
adjusted gross margin. Factors which aided margin growth included net customer additions, increased consumption due to the cold
winter woather with lower supply costs to meet this demand, and favourable U.5. exchange rates.

The higher gross margins in the quarter were offset by increased general and administration costs and bad debt expenses.
increased general and administrative costs o 19% over the prior year comparable quarter were incurred primarly due o increased
staffing in our corporate office to support our growth and an increase in collection outsourcing fees. Bad debt expense increased in
the current guarer versus the same period last year due to the increased revenue in thase markets where the Fund bears the cradlit
risk, as well as very weak economic conditions in the markets. In additicn, during fiscal 2008, the Fund reversed an excess bad debt
reserve which reduced the comparable bad debt expense for the third quarter.

Energy Savings spent $9.5 million in marketing expenses to maintain its current level of gross margin, which represents 50% of the
1otal marketing expense for the quarter, A further $9.3 million was spent to increase future gross margin reflecting the 23,000 net
RCE additions for the quarter. Management's estimate of the future contracted gross margin grew 1o $915.3 million, up from
£856.5 million in the second quarter of fiscal 2009.

Distributable cash after all marketing expenses amounted 1o $43.2 million {$0.43 per unity for the third quarter of fiscal 2002, an
increase of 13% from $42.5 million {$0.39 per unit) in the prier comparable quarter. The increase is due to the reasons noted above.
Excluding Spedial Distribution, the payout ratio after deduction of all marketing expenses for the current quarter was 72%, versus
77% in the prior year comparable quarter.

Distributable cash after gross margin replacement far the nine maonths ended December 31, 2008, was $123.3 million ($1.11 per
unit}, an increase of 7% from $115.7 million ($1.07 per unit) in the prior year comparable period. Distributable cash after marketing
expenses was $106.8 million ($0.96 per unit} for the first nine menths of fiscal 2009, an increase of 8% from $98.8 million (50.91
per unit) for the same period in fiscal 2008.

Adler deduction of all marketing expenses and excluding Special Distributian, the payout ratio for the nine months ended
Decernber 31, 2008, was 97% unchanged from the same period in fiscal 2008.

For furiher information on the changes in the gross margin, please refer 10 “Sales and gross margin ~ seasonally adjusted” on
page 16, and "General and administrative expenses”, “Marketing expenses”, “Bad debt expense” and “Interest expense” are
further clarified on pages 23 to 25.

Discussion of distributions
(thousands of dollars)

For the three For the three Far the nine For the nine

months ended months ended menths ended montis ended

Decernber 31, Dacemher 31, December 31, December 31,

2003 2007 2008 2007

Cash flow from cperations' (A} 3 15962 § 8773 % 78,97 § 72,353

Net income {loss) (B (49,094) 28,074 {938,852) 53,736

Total distributions’ {C} 53,434 77,654 121,724 140,398

Excess (shortfall) of cash flows from operating activities {37,472) (68,881) (42,757) {68,045)
over distributions paid (A-C)

Shortfall of net income {foss} over distributions paid (B-C) (102,528) {49,580) {1,060,576) {81,662)

Includes non-cash working capital balances.
Inchides g one-lime $pocial Distribution of $18,574 in fiscal 2009 and $44,691 in iscal 2008.

Net inceme includes non-cash gains and losses associated with 1he changes in the current market value of Energy Savings’ financial
instruments. These insiruments Jorm part of the Fund’s reguirement to purchase commodity according to estimated demand and,
as such, quartery changes in value o not impact the distribution policy or the long-term financial performance of the Fund.
Effective July 1, 2008, Energy Savings elected to discontinue the practice of hedge accounting and all gains and losses on financial
instrurnents have been recorded in change in fair value of derivative instruments.
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MANAGEMENT"S DISCUSSION AND ANALYSIS

The change in fair value assccialed with these derivatives included in the net loss was $81.3 million and $1.1 billion for the three
and nine months ended December 31, 2008, respectively. In fiscal 2008, Energy Savings had elected to use hedge accounting and
thus was able to book the changes in fair value predominantly to other comprehensive income. The change in fair value for the
three- and nine-month pericds ended December 31, 2007, was $6.4 million and $12.1 million, respectively.

The opening balance of $540.0 million induded in accumultated other comprehensive income on July 1, 2008, representing the
change in fair values that were previously recordad in the consolidated statements of comprehensive income related 1o the financial
instruments, will now be amortized, net of future income tax, through the consolidated statements of operations over the remaining
life of the contracts. The change in fair value of $81.3 million for the three months ended December 31, 2008, recorded in the
income statement includes amortization of $78.6 million for the guarter.

As can be seen in the table on the previcus page, the Fund has historically paid out distributions that were higher than both
financial slatement net income (loss) and operating cash flow, In the view of management, the non-GAAP measure, distiibutable
cash, is an appropriale measure of the Fund’s ability to distribute funds, as the cost of carrying incremental working capital
necessary for the growth of the business has been deducted in the distributable cash calculation. Further, investment in the addition
of new customers intended to increase cash flow is expensed in the financial statements while the original customer base was
capilalized. Management believes that the current level of distributions is sustainable in the foreseeable future.

The timing differences between distributions and cash flow from operations created by the cost of camying incremental working

capital due to business seasonzlity and expansion are funded by the operating credit facility.

Standardized Distributable Cash and Cash Available for Distributian
(thousands of dollars, except per unit amounts)

Far the three For the three For the nine For the nine
months ended  months ended  months ended  months ended
December 31, Decernber 31, Decamber 31, December 31,
Fiscal 2008 Fiscal 2008 Fiscal 2009 Fiscal 2008
Reconciliation to statements of cash flow
Cash inflow romn operations 3 15,962 3§ 8773 % 78,967 3§ 72,353
Capital expenditures’ (1,667} (3,783) (2,993) {8,083)
Standardized Distributable Cash £ 14,295 3% 4990 % 75974 § 64,270
Adjustments to Standardized Distributable Cash
Change in non-cash working capital’ $ 31,297 3% 31,448 % 25,694 § 22,419
Tax impact on distributions to Class A preference shareholders® 903 2,211 2,177 4,070
Capital expenditures’ 1,667 3,783 2,993 8,083
Cash available for distribution $ 48162 % 42462 % 106,838 % 98,842
Standardizad Distributable Cash - per unit basic 0.13 0.05 0.69 0.60
Standardized Distributable Cash — per unit diluted 0,13 0.05 0.68 0.5%
Payout ratio based on Standardized Distributable Cash
{includes Special Distribution®) 374% 1556% 160% 218%
Payout ratio based on Standardized Distributable Cash
{excludes Special Distribution) 244% b61% 136% 149%

Capital expenditures are funded out of the credit facility.

Change in non-cash working capitat is excluded from the calculation of Cash Available for Distribution as the Fund currently has a $170.0 million
credit facility which is available for use to fund working capital requirements. This eliminates the potential impact of timing disterticns relating to the
respective Hems,

Payments o the holders of Class A preference shares are equivalent to distributions. The number of Class A preference shares outstanding is induded
in the denominator of any per unit calculation,

The Special Distvibution relating t¢ 2008 and 2007 has increased the payout ratios for both comparable periods, Refer 1o “Spacial Distibution” on
page 25 for further details,
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MANAGEMENT'S DISCUSSION AND ANALYSIS

In accordance with the CICA July 2007 interpretive release “Standardized Distributable Cash in Income Trusts and other Flow-
Thraugh Entities”, the Fund has presented the distributable cash calculation to conform to this guidance. In summary, for the
purposes of the Fund, Standardized Distributable Cash is defined as the periodic cash flows from aperating activities, including the
effects of changes in non-cash working capital less total capital expenditures as reported in the GAAP Tinancial statements.

Financing strategy

The Bank ol Nova Scotia joined the lending syndicate on October 17, 2008, with funding totalling $20.0 million. The Fund's
$170.0 million credit facility will be sufficient to meet the Fund'’s short-term working capital and capital expenditure requirements.
Working capital requirements can vary widely due to seasonal fluctuations and planned U.5.-related growth. [n the long term, the
Fund may be required to access the equity or debt markets in order to fund significant acquisitions.

Productive capacity

Energy Savings’ business invelves the sale of natural gas andfor electricity to residential and commercial customers under long-term,
fixed-price contracts. As such, the Fund's productive capacity is determined by the gross margin earned from the contract price and
the related supply cosl.

The productive capacity of Energy Savings is achieved through the retention of existing customers and the addition of new customers
to replace those that have not been renewed, The productive capacdity is also maintained through independent contractors, call centre
renewal efforts and various mail campaigns to achieve customer growth.

Effectively all of the marketing costs related to customer contracts are expensed immediately but fall into two categories. The first
represents marketing expenses to maintain gross margin at pre-existing levels and therefore maintain productive capacity. The second
category is marketing expenditures to add new margin which therefore expands productive capacity.

Financial statement analysis

Sales and gross margin - per financial statements
For the three months ended December 31

(thousands of dollars)

Fiscal 2009 Fiscal 2008
Canada United States Total Canada  United States Total
Sales
Gas $ 212875 4% 112,563 % 325,438 % 194,565 % 75102 % 269,667
Electricity 130,227 57,943 188,170 137,366 42,640 180,006
$ 343102 $ 170506 & 513,608 3§ 331931 § 117,742 § 449,673
Increase 3% 45% 14%

Gross margin
Gas $ 35,775 % 25190 % 60,965 % 33545 % 10,368 % 43,913
Electyicity 20,354 8,507 28,861 20,535 4,451 24,986

$ 56,129 § 33,697 $ 89,826 3% 54,080 3% 14,819 % 68,899

Increase 4% 127% 30%
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MANAGEMENT'S DISCUSSION AND ANALYSIS

For the nine monihs ended Decernber 317
{thousands of dollars)

Fiscal 2009 Fiscal 2008
Canada United States Total Canada  United States Total
Sales
Gas $ 489,420 § 175873 % 635,293 $ 434,416 % 120,910 ¢ 555,326
Electricity 389 246 151,101 550,347 408,031 122,716 530,747
§ 848666 $ 336974 § 1185640 § 842447 § 243626 § 1,086,073
Increase 1% 38% 9%

Gross margin

Gas $ 80,740 $ 34344 $ 115084 & 77426 % 15776 % 93,202

Electricity 59,574 14,515 74,089 58,820 12,293 71,113
$ 140314 % 48,859 % 189173 % 136246 § 28,068 § 164,315

Increase 3% 74% 15%

Canada

Sales and gross margin for the three months ended December 31, 2008, were $343.1 million and $56.7 million, ant increase of 3%
and 4%, respectively, from the prior year comparative period. Total sales and gross margin for the nine-month period of fiscal 2009
were $848.7 million and $140.3 million, respectively.

United 5tates

Sales and gross margin in the U.5. were $170.5 million and $33.7 million for the third quarter, an increase of 45% and 127%,
respectively, from the same period last year. Total sales and gross margin for the nine months ended December 31, 2008, were
$337.0 million and $48.9 million, respectively.

Far additional information, see *Sales and gross margin — seasonally adjusted” on page 16.

Seasonally adjusted analysis

Quarterly gross margin per unit volume for new and renewed customers added in the guarter

In the third quarter of fiscal 2009, the Fund continued 1o see the positive impact of continued efforts to maintain strong margin per
customer during challenging marketing periods. The table below depicts the higher margins realized on customers signed in the period:

Annual target

Fistal 2009 Q3 Fiscal 2009

Quarterly gross margin per unit volume'
Customers added in the quarter

Canada - gas (G)) 3 1.73 ¢ 1.60

Canada - electuicity {Mwh) 15.28 14.25

United States — gas (GJ) 2.18 1.60

United States — electricity (MWh} 20.25 14,25
Customers lost in the quarter

Canada — gas (GJ) 1.74

Canada -~ electricity (Mh) 10.52

United States - gas (G)) 1.65

United States — electricity (Mwh) 10.20

Custamer sales price less cost of assodiated supply and allowance for bad debt and U.S. working capital.
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Sales and gross margin ~ seasonally adjusted’
For the three months ended December 31

(thousands of dollars)
Fiscal 2009 Fiscal 2008
Canada United States Total Canada  United States Total
Sales
Gas $ 212875 ¢ 112,562 § 325438 ¢ 184,565 § 75102 § 269,667
Adjustments' (2,807} - {2,807) 9,693 - 9,693
$ 210,068 § 112,563 % 322,631 3% 204,258 % 75,102 % 279,360
Electricity 139,227 57,943 188,170 137,366 42,640 180,006
$ 340,295 % 170,506 3 510,801 S 341,624 § 117,742  $ 459,366
Increase - 45% 1%
Gross margin
Gas $ 35775 % 25190 § 60,965 % 33545 % 10,368 3% 43,913
Adjustments' (2,272) - (2.272) 2,348 - 2.348
3 33,503 % 25190 ¢ 58,693 3% 35893 ¢ 10,368 % 46,261
Electricity 20,354 8,507 28,861 20,535 4,451 24,986
$ 53857 % 33,697 § 87,554 % 56,428 § 14,819 § 71,247
Increase {decrease)} 5% 127% 23%
For Cntario, Manitoba and Quebec gas markets.
Gross margin analysis
For the three moniths ended Decemnber 31
(thousands of dollars)
Flscal 2000 Fiscal 2008
Canada United States Total Canada United States Total
Gas
Customer margin $ 34,802 3§ 26,977 % 61,779 % 37219 % 11,678 % 48,957
Gain {loss) from dispositions
of excess supply and
finandal reconcliations' {1,299 {1,789 {3,086) (1,386) (1,310) {2,696)
Gas margin $ 33,503 % 25790 % 58,693 § 35893 % 10,368 % 46,261
Electricity
Customer margin $ 20,382 % 8,507 % 28889 % 21,693 % 4563 % 25,256
Loss from dispositions of
excess supply’ (28} - {28} (1,158) (112} {1,270)
Electricity margin $ 20,354 ¢ 8507 % 22861 3% 20,535 § 4451 § 24,986
Total 3 53,857 § 33,697 % 87,554 § 56,428 % 14819 § 71,247

Results fram variances in custamer demand and associated gas reconciliations.

Results from excess supply purchased in advance of custorner usage or fluctuations in custormer usage attnbutable to rereaining customers on load-

following contracts.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Sales and gross margin — seasonally adjusted’
For the nine months ended December 31

{thousands of dollars)

Fiscal 2002 Fiseal 2008
Canada United States Total Canada  United States Total
Sales
Gas 3 459,420 §$ 175873 ¢ 635,203 434,416 ¢ 120910 % 555,326
Adjustments' 113,145 - 113,145 129,444 - 129,444
$ 572565 % 175,873 § 748,438 563,860 % 120,910 5 684,770
Electricity 389,246 161,101 550,347 408,031 122,716 530,747
$ 961,817 $ 336,974 § 1,298,785 971,881 § 243626 § 1,215517
Increase (decrease) (1% 38% 7%
Gross margin
Gas $ 80,740 3% 34344 § 115,084 77426 % 15,776 § 93,202
Adjustments’ 19,877 - 19,877 19,905 - 19,905
$ 100,617 % 324,344 § 134,961 97,331 $ 15,776 % 113,107
Electricity 59,574 14,515 74,089 58,820 12,293 71,113
$ 160,191 % 48,859 3§ 209,050 156,751 % 28,069 % 184,220
Increase 3% 74% 13%
For Ontaric, Manitoba and Quebec gas markets,
Gross Imargin analysis
For the nine months ended Decermber 31
(thousands of dollars)
Fiscal 2009 Fiscal 2008
Canada United States Total Canada  United States Total
Gas
Customer margin 5 97,621 § 34316 $ 131,937 103,856 3 17,988 % 121,844
Gain {loss) from dispositions
of excess supply and
financial reconciliations' 2,9%6 28 3,024 (8,525) 2,212} 8,739
Gas margin $ 100,617 § 34344 % 134,961 97,331 % 15776 % 113,107
Electricity
Customer margin $ 60,406 § 14,515 & 74,921 62,280 ¢ 12,482 3% 74,762
Loss from dispositions of
excess supply” (832) - (832) (3,460 (189) (3,649
Electricity margin $ 59,574 § 14,515 % 74,089 58,820 % 12,293 % 71,113
Total $ 160,191 % 43,859 $ 209,050 156,151 % 280688 & 184220

Results from vanances in customer demant and associated gas reconciliations.

Results from excess supply purchased in advance of customer ysage or fluctuations in customer usage atiributable to remaining customers on load-

foltowing contracts.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

On a seasonally adjusted basis, sales and gross margin increased by 11% and 23%, respectively, to $510 8 miillion and $87.6 million,
for the three months ended December 31, 2008, over the third guarter of fiscal 2008.

Total sales and gross margm for the first nine months of fiscal 2009 totalled $1.3 billion ang $209.1 million versus $1.2 billion and
$184.2 million for the same period last year,

Canada

Seasonally adjusted sales were $340.3 million for the quarter, effectively unchanged frem $341.6 million for the same quarter of
fiscal 2008. Scasonally adjusted gross margins were $53.9 million in the third quarter of fiscal 2009, a decreaze of 5% from
£56.4 million in the same guarter last year,

Gas

Gas sales increased by 3% and gross margin decreased by 7% {rom the third quarter of fiscal 2008 to $2190.7 million and $33.5 million,
respectively. The customer base decreased by 2% with the remainder of gross margin decline attributable to unfavourable
weather reconciliations from the summer. in all other markets, reconciliations 1ake place during the guarter. Favourable weather-
related reconciliations for December will not be recorded in gross margin until the fourth quarter for Canada gas. Excess volumes
sold during the quarter and financial recondiliations resuited in a loss of $1.3 milfion, slightly below the $1.4 million loss in the third
quarter of fiscal 2008.

For the nine months ended December 31, 2008, sales and gross margins were $572.6 million and $100.6 million, an increase of
2% and 3%, respectively, over the prior year comparable period.

After allowance for balancing and inclusive of acquisitions, average gross margin per unit volume ("GM/UV") for the three months
ended December 31, 2008, amounted to $1.69/UV, compared to $1.85/UY from the prior year comparable period. The GM/UY
value includes an appropriate allowance for the bad debt expense in Alberta.

Electricity

Electricity sales were $130.2 million for the quarter, a decrease of 5% from the third quarter of fiscal 2008, The reduced sales are
atlributable to a 7% deaease in total consumption of which 6% was attributable to a dedine in the number of customers, year
over year. Gross margin decreased by only 1% from the prior year comparable guarler to $20.4 million as improved supply
management processes, increased GEQ customers and gross margin offset the decline in customer numbers and lower consumption.

During the guarter, a small amount of excess volume was sold. The balancing losses for the quarter were negligible, greatly reduced
from a $1.2 million lass in the prior year comparable quarter.

For the nine months ended Becember 31, 2008, sales and gross marging were $389.2 million and $59.6 million, a decrease of 5%
and an increase of 1%, raspectively, over the same period last vear,

Average gross margin per unit velume after all balancing and including acquisitions for the quarter ended Cecemnber 31, 2008,
in Canada, amounted ta $13.59/UV, up 3% compared to $13.16/JV from the prior comparable guarter, The GM/UV value indudes
an apprapriate allowance for the bad debt expense in Alberta.

United States
Sales for the third quarter of fiscal 2009 were $170.5 million, an increase of 45% from $+17.7 millien in the prior year comparable
quarter. Seasonally adjusted gross margin was $33.7 million, up 127% from $14.8 million from the same quarter last year.

Gas

Gas sales and gross margin in the U.S. for the third quarter of fiscal 2009 totalled $112.6 million and $25.2 millien versus $75.1 million
and $10.4 million, respectively, for the same period last year. The sales increase of 50% relates primarily to the 22 % increase in
customer consumption due to a 9% intrease in customners and to the colder weather. Sales and margins also benefited from an
increase in ihe U.S.-dollar exchange rate. The U.S. gas gross margin increased by 143% during the third quarter of fiscal 2009.
The increase in gross margin for the guarter resulted from increased customers, higher weather—related consumption combined
with low supply costs and higher per customer margins.

Some excess volumes were sold during the quarter at unfavourable prices in the spot market resulting in 3 balancing foss of
$1.8 million versus a balancing loss of $1.3 million in the prior year comparable quarter.

Sales and gross margins for the nine months ended Decernber 31, 2008, totalled $175.9 million and $34.3 million, respectively.
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Average gross margin after all balancing costs for the three menths ended December 31, 2008, was $2.19/UV, an increase of 49%
aver the prior year comparable period of $1.47/UV. Strang customer consumption on an increased customer base as well as favourable
exchange rates contributed to the increase. The GM/UY value includes an appropriate allowance for bad debt expense in [llinois.

Electricity
Electricity sales and gross margin for the quarter were $57.9 million and $8.5 millian, respectively, versus the prior comparable

periog of fiscal 2008, in which sales and gross margin amounted to $42.6 million and $4.5 miflion. Szles and gross margin increased
by 36% and 21 %, respectively, due to an increase in customers, favourable exchange rates and decreases in commadity costs in

New Yark,

For the nine months ended December 31, 2008, the sales and gross margins were $161.1 mitlion and $14.5 million, up 31% and
18%, raspectively,

Average gross margin per unit volume for electricity during the current quarter increased by 78% to $18.13/UV as compared to

$10.20/0V from the prior year comparable pertod. U.5. electricity margins benefited from improved supply management and the
strong L.5. dollar, The GM/UV value for Texas includes an appropriate allowance for the bad debt expense.

Summary of quarterly results
(thousands of dollars, except per unit amounts)

Fiscal 2009 Fiscal 2009 Fiscal 2009 Fiscal 2008
Q3 Q2 o] Q4
Sales per financial statements $ 513,608 % 294,122 % 377,810 % 652,617
Net income (loss) {492,094) (923,990) 34,232 94,025
Net income (Joss) per unit — basic $ (0.48) § (8.33) % 031 3§ 0.87
Net income (Joss) per unit — diluted (0.44) {8.31) 0.31 0.87
Adjusted net income 46,682 6,872 27,631 87,663
Adjusted net income per unit — basic 0.42 0.06 0.25 0.81
Adjusted net income per unit - diluted 0.42 ¢.06 0.25 0.80
Amoaount available for distribution
After gross margin replacement $ 57475 % 34755 % 31046 § 54,334
After markeling expense 43,162 28,394 30,282 53,992
Payout ratio
Aftei gross margin replacement 93%' 100% 108% 61%
After marketing expense 111%' 122% 111% 61%

Includes the Special Distribution related to fiscal 2009, If the Special Distribution figure of $18,573 is removed, the payout ratios would be 61% after
aross margin replacement and 72% after marketing expense.

Fiscal 2008 Fiscal 2008 Fiscal 2008 Fiscal 2007
Q3 Q2 a1 Q4
Sales per financial statements $ 449673 % 283,531 % 352869 % 588410
Net income 28,064 4,754 25,918 70,052
Net income per unit — basic $ 026 % 905 ¢ 0.24 % (.66
Net income per unit — diluted D.26 0.04 0.24 0.66
Adjusted net incame 34,890 8,393 25,777 68,852
Adjusted net income per unit — basic 0.32 0.08 0.24 0.65
Adjusted net income per unit - diluted 0.32 0.02 0.24 0.64
Amount available for distribution
After gross margin/customer replacement 3 47,242 % 37,589 % 30,832 3 54,928
After marketing expense 42,462 29,690 26,690 52,8927
Payout ratio
After gross margin/customer repfacement 164%" 86% 99% 529
After marketing expense 183%' 109% 114% 54%

Includes the Special Distribution related to fiscal 2008. If the Special Distribution figure of $44,691 is removed, the payout ratios would be 70% after
gross margin replacement and 77% after marketing expense,
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The Fund's resulis rellect seasonality as consumption is greaiest during the third and fourth quarters {winter quarters). While year
over year quarterly comparisons are relevant, sequential quarters will vary materially. The main impact of this will be higher distributable
cash with a lower payout ratio in the third and fourth guarters and lower distnibutable cash with a higher payout ratio in the first
and secand quarters excuding any Special Distribution.

Lnergy Savings ankers into fixed-price cantracts with its customers. In order to ensure consistent margins, the Fund also enters into
fixed-price supply contracts covering the esitimated demand. While the customer contradis are not marked 1o market in the financial
statements, the future supply contracts are required to be included at their market values. Market prices are subject to significant
change from one reporting period 10 the next. In the past, in order to minimize the impact to net income (loss) due 1o changes in fair
value, Energy Savings had elected to use hedge accounting and thus was able 1o hook the changes in fair value predominantly to other
comprehensive incorme, The Fund continues to econemically hedge its risk in accordance with the risk management policies in place
and does not trade or enter into commaodily derivatives for speculative purposes.

Analysis of the third quarter

Sales are typically higher in the thirg quarter because gas and electricity consumption are hoth high during this time period.
The overalt customer Dase is 56% gas and 44% eleciricity. The 14% increase in sales as compared to the prior comparable quarter
is primarily attributabla to U.S. growth, increased consumption related to cold weather and favourable U.S. exchange rates,
Adusted nel income increased by 33% to $46.7 million for the three months ended Decernber 31, 2008.

Excluding the $&1.3 milfion of change in fair value of derivative instruments and associated tax adjustments, net income would have
been $46.7 million versus $34.9 million in the prior year comparable period. Per unit net incame would have been $0.42 basic
(3042 diluted) versus $0.32 basic (30,32 diluted) last year. Due to the volatile nature of commadity markets, management expects
that significant changes in the fair value of derivative instruments are likely in future quarters. Adjusted net income which excludes
these changes provides a better measure of quarterly performance.

The distributable cash after customer gross margin replacement was $57.5 million, up 22% from $47.2 million in the pricr
comparable quarter. The increase in gross margin was due to an increased number of customers, Tavourable exchange rates and
improved per unit margins quarter over quarter,

Distributable cash alter marketing expenses was $48.2 million, an increase of 13% from $42.5 million in the prior comparable
yuarter, Distributions, including the Special Distribation, for the quarter were $53.4 million, down 31% over the same period last
year due to a smaller Special Distribution in fiscal 2009, The payout ratio including the Special Distribution was 111% versus 183%
in the third quarter of fiscal 2008. Excluding Special Distributions, the third quarter payout ratio for fiscal 2009 was 72 % versus
77% for the same period last year,

Customer volumes

As disclosed within the Fund’s 2008 Annual Report, the expansion of the business outside Ontario makes, in the view of
managemerl, the continued sole use of RCEs as a customer measurement inappropriate. With continued focus on commarcial,
small industrial custamers and new markets where customer usage is materially different from Ontario, the Fund believes a move to
straight volumettic measurement of the customer base (annual G for natural gas and annual MWh for electricity) will provide
additional infarmation for analysis. The Fund is therefore reporting volumetric measures for gas and slectricity in Canada and the
Uniled States effective this fiscal year. Based on requests by external analysts and Unitholders, the Fund will continue to report RCE
data going forward as well.

There are two measures of volume which are being reported — * Annualized volumesfcustomers” and "Delivered volumes in the quarter”
in the following two tables on page 21 and 22. The first measure, "Annualized volumesfcustomers” represents the utility projection
of the total volume of gas or electricity to be delivered for each 12-month period for custorners in place at a peint in time. This is the
best measure of the refative success of customer aggregation efforts and the long-term expectations for profitability of the customers.
The second measure is “Delivered volumes in the guarter”, which details the change in the actual growth of volumes delivered to
customers {or the third quarter as compared to the same pericd of fiscal 2008, This measure tracks our actual financial results and
reflects weather and other volume variances.

Energy Savings' published targets for fiscal 2009 are 1o increase natural gas velumes by 5% and electricity volurnes by 15%.
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Annualized volumes/customers
The following table identifies how the annualized volumes have changed from September 30, 2008 to Decemnber 31, 2008:

Annualized Annualized
volume as at Annualized Annualized Annualized volumes as at
September 30, volume volume valumes not December 31, % increase
2008 increase attrition renevwed 2008 (decrease)
Natural gas {GJ)
Canada 81,620,000 1,696,000 (2,120,000) (1,080,000) 80,136,000 (2)%
United States 23,956,000 2,650,000 {1,378,000) - 25,228,000 5%
Total gas 105,576,000 4,346,000 {3,498,000) (1,060,000) 105,364,000 -
Electricity (MWh)
Canada 5,790,000 130,000 {130,000) (30,000) 5,810,000 -
United States 1,770,000 350,000 {90,000) {30,000) 2,000,000 13%
Total electricity 7,560,000 530,000 (220,000) (60,000 7,810,000 3%

Annualized gas volumes (net of all velume loss) for the third quarter of fiscal 2009 remained unchanged compared to the volume as
at September 30, 2008. U.5. gas annualized volume additions increased by 5% due to strong growth in New York and lilinois. For
the nine-month period ended December 31, 2008, total gas customer numbers are up over 2% which reflects customer additions
which were above targeted levels offset by higher than expected attrition. Gross additions have been above forecast in both the
second and third guarters; however, the weak U.S. economy has held attriticn above target levels.

Total electricity annualized volumes were up 3% for the three months ended December 31, 2008. All customer growth was in the
United States with Canada lagging due to high relative five-year prices in Ontario. All electricity contracts entered into by the
Province of Ontario since deregulation have been at prices far higher than the current regulated rate and management believes
that, over lime, regulated prices should move toward that of our five-year offering. Through nine months, electricity volumes were
up 10%, or 67% of the annual target of 15%. The turmeil in the ¢redit and financial markets could create potential acquisitions of
custormers at very altractive prices, which would aid the Fund in meeting its electricily growth target for the year.

RCE comparison
In past periods, Energy Savings has reported its custemer volumes as RCEs. To aflow continuity of comparisan, the table below
shiows the growth of RCEs for the third quarter and year to date,

Customer aggregation
Long-term customers

September 30, December 31,
2008 Additions Attrition  Failed to renew 2008
Natural gas (GJ)
Canadz 770,000 16,000 (20,000) {10,000) 756,000
United States 226,000 25,000 (13,000) - 238,000
Total gas 996,000 41,000 (33,000) (10,000} 954,000
Electricity (MWh}
Canada 579,000 18,000 {13,000) (3,000) 581,000
United States 177,000 35,000 (9,000) (3,000} 200,000
Total electricity 756,000 53,000 {22,000) (6,000) 781,000
Combined 1,752,000 94,000 (55,0000 (16,000) 1,775,000

On an RCE basis, the 94,000 gross customers added in the quarter were up 19% from the third quarter additions in fiscal 2008
{excluding 20,000 customers acquired from Just Energy} and up 3% (excluding acquisitions) from the second quarter of this year.
Net customer additions were 23,000,
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Delivered volumes in the guarter
The Tollowing 1able shows the actual delivered volumes for the current and prier comparable pericds:

For the three months ended Decernber 31

% increase

Fiscal 2009 Fiscal 2008 {(decrease)
MNatural gas (Gl)
Canada 19,520,757 18,473,061 -
United States 7,631,322 6,267,133 22%
Total gas’ 27,152,079 25,740,194 5%
Electricity {(MWh)
Canaga 1,454,369 1,571,548 (N%
United States 418,940 188,154 123%
Total electricity’ 1,873,309 1,759,702 6%

Includes 137,000 GJ of GEO gas and 45,000 Mwh of GED elactsicty delivered in the last three months.

Gas deliveries increased by 5% in the third guarter despite the fact that the number of customers in the third quarter of fiscal 2009,
as compared 1o the same quarter 1ast year, remained flat. This was due to colder weather conditions in alt markets. Bectricity
volumes increased by 6% in the third quarter mainly due to strong customer additions in Texas and New Yerk. Sales of the GED
product continue te be strong.

Attrition

Natural gas

Natural gas altrition in Canacda was 10% on a trailing 12-month basis, in line with management’s target of 10%, In the U.5., gas
attrition for the trailing 12 months was 31%, above management’s annual target of 20% but below the 33% noted in the second
quarter of fiscal 2009, annualized attrition for the quarter was also 10% for Canada but a much improved 22% for the United
States. U.S. gas attrition was significantly improved despite continued record home foreclosures and utility shut-offs due to non-
payment of bills. Anecdotal evidence shows significantly reduced moves as the logical offset for higher foreclosures. Given the
continued weak economic conditions, management expects that the attrition rate in the U.S. will remain above target levels for the
foresceablc future.

Electricity

Electricity attrition in Canada for the trailing 12 months was 13%, above management’s 10% target level. However, annualized
attritinn for the quarter was 10%, in line with the target. Management expects that the attrition rate for Capadian electricity will
be slightly above our targeted level for the year, Clectiicity attrition in the United States was 16% over the last 12 months, below
management's target of 20%. Annualized U.5. electricity attrition for the quarter was 19%, in line with the target. Management
helieves that 1.5, electricity attrition will be slightly below the targeted level for the year.

Valumes not renewetd!

The Energy Savings renewal process is 8 multi-faceted program that aims to maximize the number of customers who choase to sign
a new contract prior to the end of their existing contract term. Efforts begin up ta 15 months in advance allowing a custarner ta
re-contract for an additional four or five years, Presently, the only contracts whose terms are completed, and are therefore eligible
for renewval, are the Ontario and Manitoba gas and electricity customers.

In the Ontario gas market, customers wha do not posttively elect to renew or terminate their corrtract receive a one-year fixed
price for the ensuing year. During the period, renewals on a trailing 12-month basis for both Ontario and Manitoba were 74%.
This renewal rate is a blend of one-year and five-year contracts and 33% of customers renewead were for a one-year term.
Management anticipates that renewals for gas customers in fiscal 2003 will be slightly below 803% for the entire vear.

In the Ontario electricity markel, there is no oppertunity to renew a residential or smalt volume customer for a one-year term should
the customer fail to positively renew ar terminate his or her contract. Management targets a renewal rate for electricity customers
of 60%, For the third quarter, €5% of all expiring electricity customer volumes were successfully renewed and management
expects to have an annual renewal rate at or above 65% for the year.
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Gas and electricity contract renewals
This table shows the percentage of customers up for renewal in each of the following years:

Canada - Canada - U.s. - u.s. —
pas electricity gas electricity
Fiscal period
Remainder of 2009 2% 2% 0% 4%
2010 26 7 10 19
2011 24 22 16 8
2012 21 22 13 1
2013 15 30 31 16
Beyond 2013 12 17 30 42
Total 100% 100% 100% 100%

Energy Savings continuously rnomnitors its custorner renewal ratas and continues to modify its offering 10 existing customers in order
to maximize the number of custorners who renew their contracts,

General and administrative expenses

General and administrative costs were $14.8 million for the three months ended December 31, 2008, representing a 19% increase
from $12.4 million i the third quarter of fiscal 2008, The expenses increased over the prior year comparable quarter primanly due
to staffing in our corporate office 1o support continued growth, U.S. exchange and an increase in collection outsourcing fees.

Expenditures for general and adminisirative costs for the nine months ended Decemnber 31, 2008, were $41.4 million, an increase
of 20% from $34.5 million in the prior comparable period as a result of the additional costs noted above as well as expenses
related Lo our new cali centre which opened during the third quarter of last year.

Marketing expenses

Marketing expenses, which consist of commissions paid to independent sales contractors for signing new customers as well as an
allocation of corporate costs, were $18.8 million, an increase of 35% from $13.9 million in the third quarter of fiscal 2008. Total
gross organic customer additions were up by 13% for the current quarter versus the same petiod last year. As gecgraphic territories
are marketed, increased commissions and overhead costs per customer added result in higher costs. The largest single companent
of the increase was the impact of the higher LS. dollar on cur U.5.-based marketing costs.

For the nine monihs ended December 31, 2008, marketing expenses were $49.6 milfion, an increase of 13% from the $44.0 million
reported in the same period Jast year. This reflects the growth in customer additions, offset by higher costs related to commissions,
recruiting and corporate marketing overhead required to build our comenercial sales leam. During the current fiscal year,
management undertook a sales and marketing reorganization to accelerate the quarterly customer additions. The impact of this
reorganization has been increased customer gross additions in the last two guarters,

Marketing expenses te maintain gross margin are allocated based on the ratio of gross margin lost from attrition as compared to
the gross margin signed from new and renewed cusicmers during the period, Marketing expenses to maintain gross margin were
30.5 mitlion, unchanged frem the third quarter ot fiscal 2008,

Marketing expenses Lo add new gross margin are allocated based on the ratio of net new gross margin earned on the customers
signed, less attrition, as compared ta the gross margin signed from new and renewed customers during the period, Marketing
expenses to add new gross margin totalled $9.3 million, an increase of 95% from $4.8 million in the prior year comparable quarter.
The large increase is consistent with the net customer additions of 23,000 and commensurate margin additions versus negative net
additions when excluding acquired customers and small margin additions in the third quarter of fiscal 2008. The marketing costs
related to the GEO product offerings are allocated against new margin. Because net customer growth was entirely in the U.5. and
therefore ganerated by U.5.-denominated commissions, the higher exchange rate aiso contributed to the year gver year increase in
marketing cosls.
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The actual aggregation costs per unit of volume added compaied to the fiscal 2009 target were as follows:

For the nine
months ended Target
Decemhber 31, 2008 Fiscal 2009
Natural gas
Canada % 1.61/UV
United States 1.69/Uv
Combined 16680V  § 1.60/UV
Electricity
Canaga 16.81/UV
United States 14.09/0v
Combined 149710V ¢ 1425AN

Actual aggregation costs for Canada gas and electricity customers to date for fiscal 2008 were $1.61 per unit volume for gas and
$16.81 per unit volume for electricity. Electricity aggregation costs were higher than target due to lower than expected volume
addilions for the nine months and therefore, higher corporate, marketing and customer service costs were allocated to each unit of
volume, Approximately 40% of the total marketing expense relates ta the costs associated with corporate, marketing and customer
service overhead,

tn the U.5., gas aggregation costs were $1.69 per unit volume which is slightly above target for the year. U.S. electricity aggregation
costs ware $14.09 which is below our target of $14.25 based on higher than expected additions. .S, aggregation costs refled the
higher exchange rate.

Unit-based compensation

Compensation in the form of units (non-cash) granted by the Fund to the directors, officers, full-time employees and service
providers of its subsidiaries and affiliates pursuant to the 2001 unit option plan, the 2004 unit apprediation rights plan and the
directors’ deferred compensation plan for the third guarter emounted to $1.1 millian, an increase of 79% from the 30,6 million
paid in the pricr comparable quarter. Total costs for the nine months ended December 31, 2008, totalled $2.9 million, versus
$3.2 million for the same period last year. The decreased expense 1o date in fiscal 2009 is a result of fewer fully paid unit
appreciation rights awarded to employees in fiscal 2003.

Bad deht expense

In Nlinois, Alberta and Texas, Energy Savings assumes the credit risk associated with the collection of all customer accounts. In
addition, for large direct-billed accounts in B.C. and Cntario, the Fund is responsible for the bad debt risk. Credit review processes
have been established to manage the customer default rate. Management factors default from credit risk into its margin
expectations far all of the above noted markets.

Bad debt expense for the third quarter of fiscal 2009 was $4.2 million versus $1.2 million expensed in the same quarter of last
year, Bad debt increased due to the 22% increase in total revenues for the quarter in the markets where Energy Savings assumes
the risk for accounts receivable collections. In fiscal 2008, improved collection procedures resulted in a significant excess reserve
for bad debt, a portion of which was reversed in the third guarter of 2008, Management integrates its default rate for bad debts
within its margin \argets and continuously reviews and monitors the credit-approval process to mitigate cuslomer delinquency.,

For the nine manths ended December 31, 2008, the bad debt expense was $7.7 million, representing approximately 2.3% of
$338.2 million in revenues, at the lowar end of the Fund’s target range. Higher eredit losses should be expected with the current
North American recession, Management continues to target bad debt expense of approximately 2% to 3% during fiscal 2009 and
believes thal the upper end of the range will be adequate even during a severe and extended recession.

For each of Energy Savings’ other markets, the £DCs provide collection services and assume the risk of any bad debt awing from
Energy Savings' customers for a regulated fee,
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Interest expense

Total interest expense for the three menths ended December 31, 2008, amounted 1o $1.1 milfion, down from $1.5 million in the
prior year comparable period, For the nine-maonth peried of fiscal 2009, the total interest cost was $3.0 million versus $3.8 million
paid n fiscal 2008. Energy Savings is required to meet a number of financial covenants under the credit Facility agreement and as at
Decernber 21, 2008, all of these covenants have been met.

Foreign exchange

Energy Savings has an exposure to U.S5.-dollar exchange rates as a result of its U.5. operations and any changes in the applicable
exchange rale may resull in a decrease or increase in cther comprehensive income (loss) for fiscal 2009. For the quarter, a

foreign exchange unrealized loss of $2.3 million was reported in other comprehensive income {loss) versus an unrealized gain

of $0.3 million reported in the prior year comparable period. For the nine months ended December 31, 2008, the foreign exchange
unrealized gain was $5.8 million versus a loss of 30.1 millien for the same period in fiscal 2008. In fiscal 2009 1o date, all monies
earned in the U.S. have been redeployed in the U.5. to fund continued growth,

Overall, the high U.5. dollar increases sales and gross margin, but this is partially offset by higher operating costs denominated in
U.5. dollars in the quarter. While there can be quarterly fluctuations because of relative inflows and outflaws, the overall annual
impact on adjusted net income is currently not material, given the high growth of the U.S. markets.

Class A preference share distributions

The remaining holder of the Ontario Energy Savings Corp. ("OESC"} Class A Preference shares (which are exchangeabde intc units
on a 1:1 basis) is entitled to receive, on a quarterly basis, @ payment equal 1o the amount paid or payable to a Unitholder on an
equal numbes of units. The total amount paid for the thiee and nine months ended December 21, 2008, induding tax and the
Special Distribution amounted 1o $2.5 million and $6.0 million, respectively. In fiscal 2008, the distribution paid for the three- and
nine-month periods amounted to 36.2 million and $11.3 milfion, respectively. The decrease in the preference share distributions
resulted from the exchange of 1,442,484 shares into units over the past year. These distributions an the Class A Preference shares
are reflected in the statement of Unithalders' equity in the Fund's consolidated financial staterents, net of tax.

Special Distribution

The Fund under-distributed its taxable income in calendar 2008 and would have been subject 1o tax at 46% for any undistributed
taxable income, In order to ensure that all of the taxable income is distributed ta its Unitholders, the Board of Directors concluded
that it would be preferable to pay out a Special Distribution 1o effectively alfocate all of the taxable income ta the Unithalders. The
Special Distribution is $18.6 millien ($0.165 per unit) and will be paid as 100% cash. The amount will be funded by operating cash
fow aned the Fund's credit facility and will be paid on January 30, 2009, In fiscat 2008, a Special Distribulion of $44.7 million

($0.41 per unit) was declared in the third quarter,

Normal course issuer hid

During tha third quarier of fiscal 2008, the Fund obtained approval from its Board of Directors to make a normal course issuer bid
to purchase up to 8,000,000 units for the 12-month period commencing November 21, 2008, and ending November 20, 2008,
wilh a maximum of 44,754 units that can be purchased during any trading day. The Fund purchased and cancelled 677,700 units
far cash consideration of $4.6 million {an average price of $6.79 per unit).
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Provision for {recovery of) income tax
{thousands of dollars)

For the three For the three For the nine For the nine

months ended monihs endett months ended  months ended

Decamber 31, Decemhber 31, December 31, December 31,

Fiscal 2009 Fiscal 2008 Fiscal 2009 Fiscal 2008

Current income tax expense (recovery} s 1,896 % 13 $ 2,654 $% (859)
Amount credited to Unitholders” equity 903 2,241 2,177 4,070
future tax provision {recovery} 14,431 (136) (77.33% {7,432)
Pravision for (recovery of) income 1ax $ 17,230 % 2118 % (72,504} % 4,221y

The Fund recorded a current income tax expense of $1.9 million for the third quarter versus nil in the same period last year, A tax
expense of $2.7 million has been recorded for the nine-month period of fiscal 2009 versus a recovery of $0.9 million for the same
period last year. Also included in the income tax pravision is an amount refating to the tax impact of the distributions paid to the Class A
preference shareholders of QESC. In accordance with EIC 151, “Exchangeable Securities Issued by Subsidiaries of Income Trusts”, all
Class A preference shares are included as part of Unithalders’ equity and the distributions paid to the shareholders are included as
distributions on the Statement of Unitholders’ equity, net of tax. For the three and nine months ended Becember 31, 2008, the tax
irmpact of these distributions amounted to 30.¢ million and $2.2 million, respectively, based on an estimated tax rate of 33%.

Effective July 1, 2008, Encrgy Savings elected to discontinue the practice of hedge accounting, All gains and losses en financial
instruments have been recorded in change in fair value of derivative instruments. This change results in significant future tax
implications due 1o the recegnition of the impact of the adjustments in the Consolidated Statemernt of Operations and the future
{ax provision associated with these gains and losses.

The Fund is a Specified Investment Flow-Through entity (“SIFT™) as defined in the SIFT Legislation. Commencing with its taxation
year ending December 31, 2011, the Fund will be subject to tax on distributions of certain income earned from investrments in its
subsidiaries. The Fund is also required to Tecognize future income 1ax assets and fiabilities with respect o the 1emporary differences
between the carrying amounts and tax bases of its assets and liabilities and those of its flow-through subsidiaries that are expected to
reverse in or after 2011, The Fund expects that it will not ba subject to tax on its income distributed prior to 2011, and accordingly,
has not provided for future income taxes on the remaining portion of its temporary differences which are expected to reverse prior
1o 2011. The SIFT Legislation does not affect the current and future tax amounts of the Fund’s corporate subsidiaries.

The Minister of Finance released a legislative proposal en July 14, 2008, which generally provided for a tax-deferred conversion of a
SIFT from a trust or partnership to a corporation. On November 28, 2008, the Minister of Finance released minor changes to the
legishative proposat. Energy Savings is currently investigating the detailed implications of the proposed changes to the legislation.

Liguidity and capital resources
(Summary of cash flows)

For the three Far the three For the nine For the nine

months ended months ended manths ended  months ended

December 31, December 31, December 31, December 31,

Fiscal 2009 Fiscal 2008 Fiscal 2009 Fiscal 2008

Operaling actjvities $ 18,962 % 8773 % 78967 § 72,353
Investing activities {1,667) (3,783) {5,335) {41,483)
Financing activities, excluding distributions 19,050 26,618 34,624 80,343
Gain {loss} on fareign exchange (1,473) (1,784) {1,003) (795)
Increase in cash before distributions 31,872 28,814 107,253 110,418
Distributions (cash payments) (29,326} (30,670 (82,851} (50,430}
Increase (decrease) in cash 2,546 {B56) 24,402 19,0988
Cash - beginning of pericd 49,166 37,630 27,310 16,786
Cash — end of period $ 51,712 % 36,774 % 51,712 ¢ 36,774
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Operating activities

Cash flow from operating activities for the three and nine months ended December 31, 2008, was $16.0 million and $79.0 millior,
an increase from $8.8 million and $72.4 million, respectively, in the prier comparable perieds. The increase is primarily attributable
to an increase in adjusied net income,

Invosting activities

The Fund purchased capital assets totalling $1.7 million during the guarter, a decrease from $3.8 million in the prior year
comparable quarter. Capital asset purchases amournted to $3.0 miltion for the nine months ended December 31, 2008, comparad
with $8.1 million in the same period last year. During the second quarter, Energy Savings purchased substantially all of the
commercial and residential customer contracts of Enargy Options Inc. (“CEG”) in B.C. for $1.8 million. CEG was a western Canadian
marketer of natural gas, wholly owned by SemCanada Energy Company {“SemCanada™), both of which filed for creditor protection
under the Companies’ Creditors Arrangement Act (“CCAA") on July 30, 2008. The customer contracts had annualized volumes of
approximately 4.9 million GI or 46,060 RCEs (16.9 million GJ). The remaining term of the contracts at the time of acquisition was
estimated to be 20 rmonths. Aswell, the Fund eniered into a limited partnership to form Newten Home Comfort L.P., a business
involving the marketing, leasing, sale and installation of tankless and high-efficiency water heaters for an investment of $0.5 million,
In tha prior comparable nine-month period of fiscal 2008, Energy Savings caompleted the acquisition of Just Energy, including all of
its electricity contracts for a total, net of cash, of $33.4 million, of which $18.1 million involved the issuance of units of the Fund.

Financing activities

Financing activities excluding distributions relate primarily to the drawdown of the operating line for warking capital requirements.
During the three months ended December 31, 2008, Energy Savings had drawn a 1otal of $23.8 million against the credit facility
versus $7.0 million drawn in the third quarter of fiscal 2008, Credit facility drawdowns year to date have netted to $35.1 million
for a total bank indebtedness of $108.0 million. As Energy Savings continues to expand in the United States markets, the need to
fund warking capital and secusity requirements will increase, driven primatily by the number of customers aggregated and to a
lesser extent by the number of new markets. Based on the markets in which Energy Savings currently operates and others that
managerent expecis to enter, funding requirements will be supported through the credit facility. The Bank of Nava Scotia joined
the lending syndicate on October 17, 2008, with funding totalling $20.0 million, and the Fund’s total commitments under the
{acility are now $170.0 million.

The Fund's tiquidity reguirements are driven by the delay from the time that a customer coniract is signed until cash flow is generated,
Approximately 50% of an independent sales contractor’s commission payment is made following reaffirmation or verbal verification
of the customer contract with most of the remaining 50% being paid after the energy commodity begins flowing to the customer.

The elapsed period, between the times when a customer is signed 10 when the first payment is received fram the customer, varies
with cach market. The time delays per market are approximately two to nine months. These periods reflect the time required by the
vartous LDCs to enroll, flow the commadity, bill the customer and remit the first payment to Energy Savings. In Alberta and Texas,
Energy Savings receives payment directly from the customer.

Distributions (cash payments)

Investors should note that due 1o the institulion of a distribution reinvestiment program {"DRIP"} on December 20, 2007, a portion
of distributiens declared are not paid in cash. Under the program, Unitholders can elect to receive their distributions in units at a
5% discount to the prevailing market price rather than the cash equivalent. The DRIP program was suspended on December 1,
2008, due to the cammencement of the normal course issuer bid. During the quarter, the Fund made cash distributions to i1s
Unitholders in the ameunt of $29.3 millien, compared to $30.7 million in the priar year comparable period.

For the nine months ended December 31, 2008, cash distributions totalled $82.9 million compared 1o $90.4 miilion in the same
period during fiscal 2008.

Energy Savings will continue 1o utilize its cash resources for expansion into new markets, growth in its existing customer base,
acquisitions like the CEG customers as well as distributions to its Unithelders.

Al the end of the quarter, the annual rate for distributions per unit was $t.24. The Fund intends to make distributions to its
Lnitholders, based upon cash receipts of the Fund, excluding proceeds from the issuance of additional Fund units, adjusted far
costs and expenses of the Fund. The Fund’s intention is for Unitholders of record, on the 15th day of each month, to receive
distributions at the end of the month,

2009 THIRD QUARTER REPORT @ ENERGY SAVINGS INCOME FUND



MANAGEMENT'S DISCUSSION AND ANALYSIS

Balance sheet as at December 31, 2008, compared to March 31, 2008

Cash increased fram $27 .3 milion as 2t March 31, 2008, 10 $5%.7 mitlion at December 31, 2008. The utilization of the credit
facility increased from $67.6 million to $108.0 million as a result of normal injection of gas into storage 2nd various other working
capital reguirements. Working capital reguirements in the U5, and Alberia result from the timing difference between customer
consumption and cash receipts, For eledivicity, working capital is required to fund the lag between settlements with the suppliers
and settlement with the LDCs. Under the terms of the credit facility, Energy Savings is able to make use of Bankers’ Acceptances and
LIBOR advances at stamping fees of 150 basis paints, prime rate advances at Canadian and U.S. prime plus 0.5% and letters of
crodit al 1.5%.

The increase in accounts receivable from $207.8 million to $243.3 million is primarily attributable to the improved margin and
increased custamers for both gas and electricity. Accounts payable and accrued liabilities has also increased from $128.7 million to
$155 2 million relating to increased customer consumnption associated with the normal seasonality of the Fund.

Gas in slorage has increased from $4.3 million to $35.6 million for the third quarter of fiscal 2009. The increased balance reflects
injections inlo storage for the expanding (llinois, New York and Indiana customer base, which occur fram April to November.

At the end of the quarter, Energy Savings had delivered more gas to the LD{s in Ontario and Quebec than customers had
consumed. Since Energy Savings is paid for this gas when delivered, yet recognizes revenue when the gas is consumed by the
custgmer, the balance sheet includes deferred revenue of $66.0 million and gas delivered in excess of consumption of $54.9 million.
At March 31, 2008, custemers had consumed more than had been delivered to the LDCs, thereby resulting in unbilled revenues
amounting to $47.3 million and accrued gas accounts payable of $33.5 million.

Effective July 1, 2008, Energy Savings elecied 1o discontinue 1he praciice of hedge accounting. Previcusly, the Fund had elected
to use hedge accounting and thus was able to book the changes in fair value predominantly to other comprehensive income.
The mark to market gains and lasses in these periods of commaodity price volatility can result in significant changes in net income and,
accordingly, Unitholders’ equily from quarter to quarter due to commaodity price valatility, Given that the Fund has purchased this
supply, (o cover future customer usage at fixed prices, management belisves 1hat these non-cash quarterly changes are not meaningful.

Contractual okligations
In the norinal course o business, the Fund is obligated to make future payments for contracts and other commitments that are

known and non-cancellable,

Fayments due by period
(thousands of dolfars)

Lass than
Total 1 year 1-3 years 4-3 years After 5 years
Property ard equipment lease agreements $ 24,563 $ 1.376 % 9525 3% 6,310 % 7,352
EPCOR billing, colfections and
supply commitments 7,618 2,078 5,540 - -
Gas and electricity supply
purchase commitments 3,600,137 389,786 2,208,907 894,375 107,069

$ 3632318 3 393240 % 2223972 % 900685 % 114421

==

Other obligations

In the apinion of management, the Fund has no material pending actions, claims or proceedings that have nat been either
included in its accrued liabilitics or in the financial statements. in the normal course of business, the Fund could be subject to
cortain centingent obligations that become payable only if certain evenis of rulings were 1o occur. The inherent uncertainty
surrgunding the Uming and financial impact of any events prevents any meaningful measurement, which is necessary to assess any
material impact on future liquidity, Such obligations include potential judgments, settlements, fines and ather penalties resulting
from actions, claims or proceedings.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Transactions with related parties
The Fund does not have any material transactions with any individuals or companies that are not considered independent to the
Fund or any of its subsidiaries and/or affiliates.

Critical accounting estimates

The consolidated financial statements of the Fund have been prepared in accordance with Canadian GAAP. Certain accounting
policies require management to make estimates and judgrments that affect the reported amounts of assets, liabilities, revanues, cost
of sales, marketing and general and administrative expenses. Estimates are based on historical experience, current information and
various other assumptions that are believed to be reasonable under the drcumstances. The emergence of new information and
changed circumstances may result in actual results or changes to estimated amounts that differ materially from current estirmates.

The following assessment of critical accounting estimates is not meant to be exhaustive. The Fund might realize different results
from the application of new accounting standards promulgated, from time to time, by various rule-making bodies.

Unhilled vevenues/Accrued das accounts payable

Unbilled revenues resull when customers consume more gas than has been delivered by Energy Savings to the LDCs. These
estimates are stated at net realizable value, Accrued gas accounts payable represents Energy Savings” obligation to the LDC with
respect Lo gas consumed by customers in excess of that delivered. This obligation is also valued at net realizable value. This estimate
is required for the gas business unit only, since electricity is consumed at the same time as delivery. Management uses the currert
average customer contract price and the current average supply cost as a basis for the valuation. |

Gas delivered in excess of consumption/Deferred revenues

Gas delivered to LDCs in excess of consumption by customers is valued at the lower of cost and net realizable value. Coflections
from LDCs in advance of their consumption results in deferred revenues which are valued at net realizable value. This estimate is
required for the gas business unit only since electricity is consumed at the same tirne as delivery. Management uses the cusrent
average custamer contract price and the current average supply cost as a basis for the valuation,

Allowance for doubtful accounts

Energy Savings assumes Lhe cradit risk associated with the collection of customers' accounts in Alberta, lllinois and Texas. In
addition, for large direcl-billed accounts in B.C. and Ontario the Fund is responsible for the bad debt risk, Management estimates
the allowance for deubtful accounts in these markets based on the financial conditions of each jurisdiction, the aging of the
receivables, customer and industry concentrations, the current business enviranment and historical experience.

Goadwill

In assessing the value of goodwill for potential impairment, assumptions are made regarding Energy Savings’ future cash flow.
If the estimates change in the future, the Fund may be reguired te record impairment charges related to goodwill. An impairment
review of goodwill was performed during fiscal 2008 and, as a result of the review, it was determined that no fmpairment of
goodwill existed at March 31, 2008, There were no events during the quarter which triggered the reguirement of an impairment
lest 1o be performed as at December 31, 2008,

Fair value of derivative financial instruments and risk management

The Fund has entered into a variety of derivative financial instruments as part of the business of purchasing and selling gas,
electricity and the GEQ. Energy Savings enters into contracts with customners to provide electricity and gas at fixed prices and
provide com{ort to certain custcmers that a specified amount of energy will be derived from “green” generation. These customer
contracts expose Eneray Savings to changes in market prices to supply these commodities. To reduce the exposure 1o the
commodity market price changes, Energy Savings uses derivative financial and physical contracts to secure fixed-price commodity
supply to cover its estimated delivery or “green” cermimitment obligations.

The Fund’s business model abjective is to minimize commodity risk other than consumption changes, which are usually attributable
to weather. Accordingly, it is Energy Savings' policy to hedge the estimated requirements of its customers with offsetting hedges of
natural gas and electricity at fixed prices for terms equal to those of the customer contracts. The cash flow from these supply
contracts is expected to be effective in offsetting the Fund’s price exposure and serves to fix acguisition costs of gas and eledtricity
to be delivered under the fixed-price or price-protected customer cantracts, Energy Savings” policy is not to use derivative instruments
for speculative purposes.
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Energy Savings' expansion in the U.S. has introduced foreign exchange related risks. Energy Savings has entered into foreign
exchange forwards in order to hedge the exposure to fluctuations in cross border cash tlows.

The financial statements are in compliance with Section 3855 of the Canadian Institute of Chartered Accountanits (*CICA”) Handbook,
which reguires a determination of fair value for all derivative financial instruments. Up to June 30, 2008, the financial statements also
applicd Section 3865 of the CICA Handbaook, which permitted a further calculation for qualified and designated accounting hedges to
determine the effective and ineffective portion of the hedge. This calculation permitted the change in fair value to be accounted for in
the statement of other comprehensive income. As of July 1, 2008, management decided that the increasing complexity and costs of
maintaining 1his treatment outweigh the benefits. This fair value (and when it was applicable, the ineffectiveness) is determined
using market information at the end of each quarter. Managerrent believes the Fund remains econemically hedged operationally
acrass all jurisdictions.

Preference shares of OESC and trust units
As at February 5, 2009, there were 5,263,728 Class A Preference Shares of OESC outstanding and 105,999,449 units of the
Fund outstanding.

Taxability of distributions
Cash and unit distributions received in calendar 2008 were allocated as 100% other income. Additional information can be found
on our website at www.esif.ca. Management estimatas the distributions for calendar 2009 fo be aflocated in a similar manner to

that of 2008.

Adoption of new accounting policies

On April 1, 2008, the Fund adopted three new accounting standards that were issued by the CICA: Handbook Section 1535,
Capital Disclosures; Randbook Section 3862, Financial Instruments — Disclosures; and Handbook Section 3863, Financial Instruments —
Presentation, Energy Savings adopted these standards prospectively as required by the standards,

Capital Discosures

Section 1535 requires disclosure of information related to the objectives, policies and processes for managing capital, In addition,
the disclosure includes whelher externally imposed capital requirements have been complied with. As this standard only addresses
disclosure reguirements, there is no impact on the financial position of the Fund.

Financial Instruments — Disclosures, and Financial Instruments — Presentatian

Section 3862, Financial Instruments — Disclosures, and Section 3863, Financial Instruments ~ Presentation, replace Section 3861,
Finangial Instruments — Disclosure and Presentation. The new disclosure standards increase the emghasis on the risks associated
with both recognized and unrecognized financial instruments and how thosa risks are managed. The new presentation standards
carry forward the farmer presentation regutirements, As these standards only address presentation and disclosure requirernents,
there is no impact on the financial position of the Fund.

Rerently issued accounting standards
The following are new standards, not yet in effect, which are required to he adopted by the Fund on the effective date.

Goodwill and Intangible Assets

As of April 1, 2009, the Fund will be required to adopt Section 3064, Goodwill and Intangible Assets, which establishes revised
standards for recognition, measurement, presentation and disclosure of goodwill 2nd intangible assets. The new standard is
effective for fiscal years beginning on or after October 1, 2008. The Fund has not yat determined the impact of this standard on
its financial statements.
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International Financial Reporting Standards

In February 2008, CICA announced that GAAP for publicly accountable enterprises will be repfaced by International Financial
Reporting Standards ("IFRS") for fiscal years beginming on or after January 1, 2011. Accordingly, the conversion from GAAP to IFRS
will be applicable to the Fund’s reporting for the first guarter of fiscal 2012 for which the current and comparative information will
be prepared under IFRS. The Fund has commenced its IFRS conversion project and has completed a high-level identification of
the differences between Canadian GAAP and IFRS. The Fund is currently compiling a detailed project plan and assessing the need
for resources.

Cradit risk and the fair value of financial assets and financial liabilities

On January 20, 2008, the Emerging Issues Committee (“EIC "} of the CICA approved an abstract EIC 173, Credit Risk and the

Fair Value of Financal Assets and Financial Liabilities) which clarifies that the company's own credit risk and the credit risk of the
counterparty should be taken into account in determining the fair value of derivative instruments. EIC 173 is to be applied
retrospectively without restatement of prior periods to all financial assets and liabilities measured at fair value in interim and annual
financial statements for periods ending on or after the date of issuance of this abstract. The Fund will incorporate the provisions of
EIC 173 in its fair valug determinations as at March 31, 2009. The Fund has not yet determined the impact of this change on its
financial statements.

Risk factors

The Fund is subject 1o a number of risks and uncertainties that could have a material adverse effect on the results of operations,
business prospects, financial condition, distributions and the trading price of the Fund. A comprehensive discussion of these risks
can be found in the Fund’s Annual Information Form and the 2008 Annual Report which is available on cur corparate website
under "reports and filings” at www.esif.ca and from SEDAR through its website at wwawv.sedar.com. There have been no material
changes for the period April 1, 2008, to February 5, 2009, that requires an update to the discussion of applicable risks except for
the paragraph noted below.

The investigation commenced by the Buffalo office of the New York Attorney General conceming the contract and practices of NYESC
has been seltled without a material impact on the financial conditton or liguidity of the Fund. The action commenced by tha lllinois
Atlorney General in connection with the marketing practices of [ESC remains cutstanding and settlement negotiations continue.

Other than referenced above, there have been no material developments in our legal proceedings as previously reporied in the
Fund's 2008 Annual Report.

Changes in internal control over financial reporting

During the most recent interim peried, there have been ne changes in the Fund’s policies and procedures that comprise its internal
control over financial reporting, that have materially affected, or are reasonably likely to materially affect, the Fund’s internal control
over financial reporting.

Corporate governance

Energy Savings is committed to fransparency in our operations and our approach to governance meets all recommended standards.
Full disclosure of our compliance with existing corporate governance rules is available on aur website at www.esif.ca and is included
in the Fund's May 15, 2008 management proxy circular. Energy Savings actively monitors the corparate governance and disclosure
environment to ensure timely compliance with current and future requirements.
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Dutlock

The economies of Energy Savings' markeis are currently in the midst of a significant recession. These very weak North American
econamic conditions and the turmoit in the credit and financial markets have had a limited effact on Fnergy Savings. Iin general, uiility
bifls are among the last to go unpaid in times of financial hardship. Impact on the fuind fo date has been limited to higher than
expected attrition in the United States due to record foreclosures and utility shutoffs. Bad debt losses increased in the third quarter
but remain comfortably at the lower end of the Fund's long-term target range. There can be no assurance that bad debt losses will
not increase further during an extended recession. The Fund does not bear bad debt risk in Ontario, Quebec, Manitoba, B.C.
(excluding farge volume customers), New York or Indiana. These markets contain approximately 75% of Energy Savings’ customers.

As a result of strong customer additions in past quarters and management’s success in improving margins per customer, the Fund
was able to show substantial year aver year growth in all measures of financial performance for the third quarter. The double digit
growtl seen in the third quarter and the locked-in nature of Energy Savings' cash flows give management canfidence that the
5% to 10% growth target for gross margin and distributable cash after gross margin replacerent remains a reasonable expectation.
Management currently believes that growth for the year in both measures will be at the upper end of this range.

The financial positions of the Fund's commodity suppliers remain sound based on analysis by management, as are those of the
banks participating in the credit facility,. Management does not believe that weakness in the global credit markets will have any
near-term impact on either existing business or the Fund’s ability to grow in the future.

The Fund does not require the issuance of units 1o fund its growth and the recent increase of its working capital line during the
peak of the credit market crisis is evidence of the Fund's very conservative balance sheet. However, a weak economy will likely
result in continued higher than expected attrition, particularly in the United States. The third quarter saw much improved attition in
the U.5. natural gas market where rates had been highest. Management attributes this improvement to fewer customer moves
offsetting higher contract terminations due fo foreclosure er utility cut-aff.

In the past, times of {inancial stress have increased the importance of accurate hudgeting for homeowners and small businesses.
This would be positive for Enargy Savings and its insurance-type contracts, and strong marketing results for the past two quarters
bear this out. Finally, tight credit and a weak ecanomy sheuld increase the number of competitors that fail or are forced to sell out,
This will be {avourable {or a well-capitalized company like Energy Savings.

Energy Savings is expanding its praduct offerings 1o include other energy conservation-related products and services such as tankless,
high-efficiency water heaters and home energy audits. These products will provide homeowners with the opportunity to reduce
their environmental footprints while, at the same time, lowering their energy bills,

The Fund intends to continue its geographic expansion into new markets in the United States through both organic growth and
{ocused acquisitions. The Fund is actively reviewing a number of possible acquisitions. Management has concluded that this
expansion should also include a broadening of the Energy Savings praduct offering to include some shorter-term contract aptions
as well as prodiucts that will appeal to larger commearaal customers,

Energy Savings continues to actively monitor the progress of the deregulated markets in various jurisdictions, including Massachusetts,
Connecticut, Maryland, New lersey and Michigan.

while the October 31, 2006 announcement to tax income trusts does not affect existing income trusts until 2011 except as noted
in the future tax provision discussion, the announcement has had a material impact on the trading value of Energy Savings® units.
Management is presently investigating alternative corporate forms and is committed to reinstating value 1o Unitholders. Like many
income trusts, Energy Savings is actively analyzing potential restructuring optians in preparation for conversion from a trust fo a
corporation on or before 2011, The Minister of Finance released a legislative proposal on July 14, 2008, that generally provided
for a tax-deferred conversion of a SIFT from a trust or partnership to a corporation. On November 28, 2008, the Minister of Finance
released minor changes 10 the legislative proposal.
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CONSOLIDATED BALANCE SHEETS

{Unaudited - thousands of doffars}

Assets

Current

Cash

Restricled cash

Accounts receivable

Gas delivered in excess of consumption
(3as in storage

Inventory

Unbilled revenues

Prepaid expenses

Corporate taxes recoverable
Cther assels — current (Note 7a)

Electricity contracts {less accumulated amortization — $36,521; March 31, 2008 - $32,401}

Gas contracts (less accumulated amortization —~ $414; March 31, 2008 — $nil)
Goodwill

Capital assets (less accumulated amortization — $18,162; March 31, 2008 - $14,114)
Future income tax assets

Other assets - long-term (Note 7a)

Liahilities

Current

Accounts payable and accrued liahilities
Cuslomer rebales payable

Managemant incentive program payable
Unit distribution payable

Deferred revenue

Accrued gas acceunts payable
Corporate taxes payable

Other ligbilities - current (Note 7a)

Long-term debt
QOther liabilities - long-term (Vote 7a)
Future income tax liabilities

Mon-controlling interest (ote 5k}

Equity (deficit)
Dedicit
Accumulated other comprehensive income

Unithoklers’ capital

Contributed surpius
Unitholders' equity {deficit)

Commitments iNote 11)

See accompanying noles to the consolidated financial statements
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December 31, 2008

Mareh 31, 2008

$ 51,712 % 27,310
9,848 4,749
243,271 207,793
54,871 -
35,552 4,268

a4 _
164 47,299
2,534 2,343
- 2,665
6,070 193,398
404,066 489,825
3,786 1,527
1,428 -
116,670 116,146
17,697 16,637
- 9,420
8,177 75,560

$ 551,824 3 709,115

$ 155864 § 128682
10,213 4,617
1,675 2,235
28,513 30,696
66,011 -
124 38,522
1,494 -
302,482 59,150
566,376 263,902
108,047 67,583

- 300,889 159,207

- 15,458
975,312 510,150
322 -

$ (1,270,329) § (211,931
433,644 40,789
(826,685) {171,142}
398,649 358,103
14,226 12,004
(423,810) 108 865

$ 551,824 § 709,115
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CONSOLIDATED STATEMENTS OF UNITHOLDERS' EQUITY
{Unaudited - thousands of dolfars)
For the nine months ended December 31

2008 2007
Accumulated earnings (deficit)
Accumulated earnings, beginning of period $ 392,082 $ 237,802
Adjustment for change in accounting policy — (2007 - net of income taxes of $49) - 1,519
Net income {loss) (238,852) 58,736
Accumulated earnings (deficit), end of period {546,770} 298,057
Distributions
Dislributions, beginning of period (604,013) (435,430)
Distributions (115,695) (129,131)
Class A preference share distributions — net of income taxes of $2,177 (2007 - §4,070) (3,851} (7,197
Distributions, end of period (723,559) (571,758)
Deficit {1,270,329) (273,701}
Accumulated other comprehensive income (Joss)
Accurnulated other comprehensive income, beginning of period 40,789 -
Transitional adjustment upon implementation — derivative instruments designated as cash

flow hedges and derivative gains previously deferred — (2007 — net of income taxes of $1,536) - 113,865

Adjustment upon conversion — unrealized losses on translation of seli-sustaining foreign operations - (87)
Other comprehensive income {loss) 392,855 {423,813)
Accumulated other comprehensive income {loss), end of periad 433,644 (310,035)
Unitholders' capital (vote 63)
Unitholders’ capital, beginning of periad 358,103 328,153
Trust units exchanged 3.606 -
Trust units issued on cxercise/exchange of umit compensation 4,981 3,128
Trust units issued 40,204 18,079
Repurchase and cancellation of units (4,639 -
Class A preference shares exchanged (3,606) -
Unitholders’ capital, end of period 398,649 349,360
Contributed surplus otz 6 14,226 12,511
Unitholders' deficit, end of period $  (423,810) § (221,865)

See grecompanying notes to the consolidated financial statements
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CONSOLIDATED STATEMENTS OF QPERATIONS

(Unaudited — thousands of doltars, except per unit amount}

Sales
Cost of sales

Gross margin

Expenses

General and administrative expenses
Capital tax expense

Marketing expenses

Unit based compensation

Bad debt expense

Amortization of electricity contracts
Amortization of gas contracts
Amartization of capital assets

Income before the undernoted

Interest expense

Charge in fair value of derivative instruments (ofe 7a)
Other income

Income (loss) before income tax

Provision for (recovery of} income tax

Non-controlling interest

Net income (loss)

Net income per unit (Nore 9
Basic
Dituted

See accampanying noies to the consolidated financial statements
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For the three For the threa Far the nine for the nine
months ended  maonths ended  months ended months ended
December 31, December 31, Decemhber 31, December 31,
2008 2007 2008 2007

$ 513,608 3§ 449673 $ 1,185640 § 1,086,073
423,782 380,774 996,467 921,758
89,826 68,899 189,173 164,315
14,753 12,416 41,436 34,500

198 3 198 826

18,779 13,936 49,619 43,9956

1,119 625 2,873 3,236

4,224 1,153 7,749 3,679

323 1,995 2,553 5,350

276 - 414 177

1,245 1,024 3,586 2,626

40,917 31,180 108,428 94,390
48,909 37,719 80,745 69,925

1,121 1,511 2,977 3.815

81,345 6,372 1,092,859 12,116
{1,665} (346} (3,707} (52%)
{31.892) 30,182 (1,011,384) 54,515
17,230 2,118 (72,504) {4,227)

(28) - (28) -

$ (49,094 % 28,064 § (938,852 3§ 58,736
$ 0.44) 3% 026 & 852) 3§ 0.55
$ {0.49) 3% 026 % 844 % 0.54
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

{Unaudited - thousands of doffars)

For the three
months ended
December 31,

2008

Met income {Joss) $ (49,094}
Unrealized gain {loss) on transtation of self-sustaining operations (2,252)
Unreatized and realized gain (loss) on derivative instruments

designated as cash flow hedges prior to July 1, 2008, net

of income taxes of $nil (2007 —($5,418)} and (389,257}

(2007 — 316,216} for the three and nine months, respectively (Note 7a) -
Amartization of deferred unrealized gain of discontinued hedges

net of income taxes of $14,431 and $25,558 for the three and

nine months, respectively ote 7a) {64,145)
Other comprehensive income {loss) {66,397)
Comprehensive income {loss) $  (115491)

for the three
months ended
December 31,
2007

3 28,064
275

63,865

i

69,140
$ 97,204

For the nine For the nine
months ended  months ended
December 31, December 31,
2008 2007

$ {9383852) 3 58,736

5.846 {147)
498,654 (423,666)
(111,645} -
392,855 (423,813)

§  (545997) §  (365,077)

See accompanying notes to the consolidated financial staterments
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CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited - thousands of dollars)

For the three For the three For the nine Fer the nine
moiths ended maonths ended  months ended  months ended
Becember 31, December 31, December 31, December 31,
2008 2007 2008 2007

Net inflow {outflow) of cash ralated to the following activities

Operating
Net income {loss) $ (49,094) § 28,064 § (938,852 ¢ 58,7356
[tems not affecting cash
Amortization of gas contracts 276 - 414 177
Ameortization of electricity contracts 323 1,995 2,553 5,350
Amortization of capital assets 1,245 1.024 3586 2,626
Unit based compensation 1,119 G625 2,873 3,236
Non-controlling interest {28) - (28} -
Future income taxes 14,431 (136) {77.335) {7,432
Other {86) (71} {1,2885) 58
Change in fair value of derivative instruments 81,345 6,372 1,092,859 12,116
98,625 9,309 1,023,636 16,131
Adjustrrents required 1o reflect net cash receipts from gas sales {2,272) 2,348 19,877 19,305
Changes in non-cash working cagital (31,297) (31,448) (25,694} (22.419)
15,962 8,773 78,967 72,353
Financing
Exercise of trust unit options (Note 6a) - 1,660 4,293 2,748
Issue of trust units - 18,079 - 18,079
Distributions paid to Unitholders {28,597) (30,310) (79,068) (87,069)
Distributions to Class A preference shareholder {1,632) (2,601} {5,950} (7,437)
Tax impact on distributions to Class A preference shareholder 903 2,241 2,177 4,070
Units purchased for cancellation {4,639 - (4,639) -
Issuance of long-term debt 39,628 19,331 63,226 83,854
Repayment of long-term debt (15,841} {12,293} (28,149) (26,246)
Restricted cash (98) (159) {107} 1,908
(10,27¢) (4,052} {48,227) {10,087}
Investing
Purchase of capital assets (1,667) (3,783) (2,993) (8,083)
Acquisitions (Note 5/ - - (2.242) (33,400)
{1.687) (3,783) (5.335) (41,483)
Effect of foreign currency translation on cash balances (1.473) {1,794) (1,003} {795)
Net cash inflow (outflow) 2,546 (856) 24,402 19,988
Cash, beginning of period 49,166 37,630 27,310 16,786
Cash, end of period $ 51,712 % 36774 51,712 § 36,774

Supplemental information
Interest paid $ 1,134 § 1,447 % 3,049 § 4,020
thcome taxes paid 3 22 3% 382 % 154 3 1,185

See accompanying notes to the consolidated financial statements
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

{Unaudifed — thousands of dolfars, except where indicated and per unit amounts)

Interim financial statements

The unaudited interim consolidated financial statements do not conform in all respects 1o the requirements of Canadian
generally accepled accounting principles ("GAAP*) for annual financial statements and should therefore be read in conjunction
with the audiled consohdated financial statements and notes therete included in the Fund's annual report for fiscal 2008.
The unaudited interim consolidated financial statements have been prepared by management in accordance with Canadian
GAAP applicable to interim consolidated financial statements and follow the same accounting policies and methods in their
applications as the most recent annual financial statements, except as described in Note 3.

Organization
Energy Savings Income Fund {"Energy Savings” or the "Fund™)

Energy Savings is an open-ended, limited-purpose trust established under the laws of the Frovince of Ontario ta hold securities and
to distribute the income of its directly or indirectly owned operating subsidiaries and affiliates; Ontaric Energy Savings L.P. {"OESLP"},
Energy Savings (Manitoba) LP. ("ESMLP"), Energy Savings {Quebec) L.P. ("ESPQ™), ES (B.C.) Limited Partnership ("ESBC*), Alberta
Energy Savings L.P. {("AESLP”), lllinois Energy avings Corp. ("IESC"), New York Energy Savings Carp. {"NYESC™), Indiana Energy
Savings Corp. {"INESC"), Energy Savings Texas Corp. {"ESTC") and Newten Home Comfort LP. {"NHCLP") (collectively the
“Energy Savings Group™).

Changes in significant accounting policies/practices

(a) Change in accounting practices

Effective July 1, 2008, the Fund caased the utilization of hedge accounting. In accordance with CICA Section 3865, Hedges, the
Fund is amortizing the accumulated gains and losses o June 30, 2008, from other comprehensive income in the same period in
which (he original hedged Hem affecls the Statement of Operations. No retrospective restatement is required for this change,

(b) New accounting standards

On April 1, 2008, the Fund adopted three new accounting standards that were issued by the CICA: Handbook Section 1535,
Capital Bisclosures; Handbogok Section 3862, Finandial Instruments — Disclosures; and Handhook Section 3863, Financial
Instruments — Presentation. Energy Savings adopted these standards prospectively as required by the standards.

Capital Disclosure

Section 1535 requires disclosure of information related to the objectives, policies and processes for managing capital. In addition,
disclosures include whether externally imposed capital requirernents have been complied with. As this standard only addresses
disclosure requirements, there is no impact on the financial positien ot the Fund (Note 8).

Financial fnstruments - Disclosures, and Finandial Instruments — Presentation

Section 3862, Finandal Instriments — Disdosures, and Section 3863, Financial Instrurmnents — Presentation, which replace Section 3861,
Financial Instruments - Disclosure and Presentation, increase the emphasis on the risks associated with both recognized and
unrecognized financial instruments and how those risks are managed. The new presentation standards carry forward the former
presentation requirements. As this standard only addresses presentation and disclosure requirements, there is no impact on the
financial position of the Fund (Note 7).
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{c} Recently issued accounting standards
The following outlines new standards, not yet in effect, which are required 1o be adopted by the Fund an the effective dates.

Goedwill and Intangible Assets

As of April 1, 2009, the Fund will be required to adopt Section 3064, Goodwill and Intangible Assets, which establishes revised
standards for recognition, measurement, presentation and disclosure of goodwill and intangible assets. The new standard is
effective Tor fiscal years beginning on or after October 1, 2008. The Fund has not yet determined the impact of this standard on
its financial statements.

International Financial Reporting Standards

in February 2008, CICA announced that GAAP for publicly accountable entarprises will be replaced by International Financial
Reporting Standards ("IFRS™) for fiscal years beginning on or after January 1, 2011, Accordingly, the conversion from GAAP to IFRS
will be applicable to the Fund'’s reporting for the first quarier of fiscal 2012 for which the current and comparative information will
be prepared under IFRS. The Fund is currently assessing the impact of the transition to IFRS and is developing a plan accordingly.

Credit Risk and the Fair Value of Financial Assets and Financial Liabilities

On January 20, 2009, the Emerging lssues Committee (“EIC"} of the CiCA approved an abstract (EIC 173, Credit Risk and the Fair Value
of Financial Assets and Financial Liabilities} which clarifies that the company's own credit risk and the credit risk of the counterparty
should be taken into account in determining the fair value of derivative instruments. EIC 173 is to be applied retrospectively without
restatement of prior periods to all financial assets and liabilities measured at fair value in interim and annuazl financial statements for
pericds ending on or after the date of issuance of this abstract. The Fund will incorporate the provisions of EIC 173 in its fair value
determinations as at March 31, 2009. The Fund has not yet determined the impact of this change onits financial statements.

Seasonality of operations

Energy Savings’ operations are seasanal. Gas consumption by customers is typically highest in October through March and lowest
in April through September. Electricity consumption is typically highest in January through March and July through September.
Electricily consumplion is lowest in October through December and April through June.

Acguisitions

{(a) Acquisition of CEG Energy Options In¢.’s {*CEG™) natural gas customers

Qn August 14, 2008, Energy Savings purchased substantially all of the commerdial and residential customer contracts of CEG in
B.C. CEG was a Western Canada marketer of natural gas, wholly owned by SemCanada Energy Company, both of which fited for
creditar protection under the Companies’ Creditars Arrangement Act ("CCAA™) on July 30, 2008. The customer contracts had
annualized volumes of approximately 4.9 million GJ.

The purchase price has been allocated as follows:

Net assets acquired
Gas contracts 3 1,842

Consideration
Cash $ 1,842

The gas cantracts will be amortized over the average remaining life of the contracts, which at the time of the acquisition was 20 months, |

(b} Partnership with Newten Home Comfort Inc. !
On July 18, 2008, the Fund through its affilkates entered into a limited partnership to form Newten Home Comfort L.P., a business

involving the marketing, leasing, sale, and installation of tankless and high-efficiency water heaters, The Fund wil| hold an

approximate 80% ecquity interest and will invest up to $1,400 as equity and up to $1,850 as convertible debt financing in

Newten Home Comfort L.P. As at Decernber 31, 2008, the Fund had invested $500 as equity.
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{c) Acquisition of Just Energy Texas L.P.

During the prior fiscal year, Energy Savings completed the acquisition of Just Energy Texas L.P. ("Just Energy*), including all of its
clectricily contracts, The aggregate cost of this transaction, including transaction costs, was US$34,165 including cash acquired in
the amount of U5$3,373. Pursuant to the agreement, Energy Savings acquired approximately 1.3 million Mwh. The acquisition was
funded through a credit facility drawdown, of which $18,079 (U5$18,362) including interest of $356 {(US$362) was returned to the
Fund on October 9, 2007, in exchange for 1,169,399 units of the Fund issued from treasury. The units are subject to the terms of
an escrow agreement for the benefit of the Just Energy vendors and are being refeased 1o the vendors over a three-year period.

The purchase price was allocated as follows:

uss cADS

Net assets acquired
Working capilal (including cash of US$3,373, CAD$3,659) 3 7236 % 7,849
Electricily contracts 11,400 12,365
Goodwill 17,826 19,336
Capital assels 18 20
Long-term liabilities {2,315) (2,511}

3 34,165 % 37,059
Consideraticn f e
Cash ¥ 34,165 % 37,059

The acquisition of Just Energy was accounted for using the purchase method of accounting. Energy Savings allocated the purchase
price to the identified assets and liabilities acquired based on their fair values at the time of acquisition. The electricity contracts
acquired are amortized over the average estimated remaining life of the contracts. During the first quarter of fiscal 2009, upen
finalization of the purchase price allocation there was an increase of $3,457 {US$3,187) in intangible assets relating to electricity
conlracts and a resulling reductlion in goodwill.

Unitholders’ capital

(@) Trust units of the Fund

An unlimited number of units may be issued, Each unit is transferable, voting and represents an equal undivided beneficial interest
in any distributions from the Fund whether of net income, net realized capital gains or other amounts, and in the net assets of the
Fund, in the event of termination or winding-up of the Fund.

The Fund intends to make distributions to its Unitholders based on: (a) the cash receipts of the Fund, excluding proceeds from the
issuance of additional Fund units, adjusted for costs and expenses of the Fund; (b) amounts which may be paid by the Fund in
connection with any cash redemptions or repurchases of units; and {c) any other amounts that the Board of Directors considers
necessary to provide for the payment of any costs which have been or will be incurred in the activities and operations of the Fund.
The Fund's intention is for Unitholders of record on the 15th day of each month to receive distributions at the end of the menth,
excluding any Special Distributions.

Class A preference shares of OESC

The terms of the unlimited Class A preference shares of OESC are non-voting, non-cumulative and exchangeable into trust units in
accordance with the OESC shareholders’ agreement as restated and amended, with no priority on dissolution. Pursuant to the
amended and restated Declaration of Trust which governs the Fund, the holder of Class A preference shares are entitled 1o vote in
all votes of Unitholders as if they were the haolders of the number of units that they would receive if they exercised their sharehgidar
exchange nghts. Class A preference shareholders have equal entitlement to distributions from the Fund as Unithalders.
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2008 2007
Issued and outstanding Units/shares Units/shares
Trust units
Balance, beginning of period 102,152,194 ¢ 341,337 93,082,535 § 305,387
Options exercised 355,000 4,840 235,833 3,086
Unit appreciation rights exchanged 9,788 141 3,002 42
Distribution reinvestment plan 1,604,484 17,291 - -
Units issued 1,336,115 22,313 1,169,399 18,079
Units cancelled {672,700) {4,639) - -
Exchanged from Class A preference shares 1,442,484 3,606 - -
Balance, end of pericd 106,222,365 385,488 29,490,769 327,594
Class A preference shares
Balance, beginning of period B, 706,212 16,766 8,706,212 21,766
Exchanged into units (1,442,484 (3,806) - -
Balance, end of period 5,263,728 13,160 8,706,212 21,766
Unitholders’ capital, end of period 111,486,693 § 398,649 108,196,981 % 349,380

Distrrbution reinvestment plan

During the prior fiscal year, the Fund established a distribution reinvestment plan (*DRIP"}. Under the plan, Unitholders holding a
minimum of 100 units can elect to receive their distributions (both regular and special} in units rather than cash at a 5% discount to
the simple average closing price of the units for five trading days preceding the applicable distribution payment date, providing the
unils are issued from treasury and not purchased on the open market. Effective December 1, 2008, the Fund suspended the DRIP
program until {urther notice due to the coammencement of the normal course issuer bid.

Units canceffed

During the quarter, the Fund obtained approval from its Board of Directors to make a normal course issuer bid to purchase up to
5,000,000 units, for the 12-month pericd commencing November 21, 2008, 2nd ending Movember 20, 2008. A maximum of

44,754 units can be purchased during any trading day.

During the quarter, the Fund purchased and cancelled 677,700 units for a cash considaration of $4,638.

{b) Contributed surplus

Amounts ¢redited to contributed surplus include unit based compensation awards, unit appreciation rights ("UARs”) and deferred
unit grants (“DUGs" ). Amounts charged to contributed surplus are awards axercised during the period.

For the three
manths ended
December 31,

2008

Contributed surplus
Balance, beginning of perod $ 13,004
Add: unit based compensation awards 1,119
nan-cash deferred unit grant distributions 13
Less: unit based awards exercised -
Balance, end of period $ 14,226

For the three Fat the nine
months ended  months ended
December 31, December 31,
2007 2008

b2 12,082 % 12,004
625 2,873

g 38

(205} (639}

5 12511 % 14,226

For the nine
months ended
December 31,
2007

$ 9,633
3236

23

(381)

$ 12,511

Total amounts credited to Unitholders® capital in respect of options and UARs exercised or exchanged during the three and nine months
ended Decernber 31, 2008, amounted to $nil (2007 — $1,865) and $4,981 (2007 - $3,128).

Cash received from options exercised for the three and nine months ended December 31, 2008, amounted to $nil (2007 - $1,660)

and $4,293 (2007 — $2,748).
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NOTE @ Financial instruments
(&) Fair value
The Fund has a variety of gas and electricity supply contracts that are captured under CICA section 3855, Finandial Instruments —
Measurement and Recognition. Fair value is the estimated amount that Frergy Savings would pay or receive to dispose of these
supply contracts in an arm’s length transaction between knowledgeable, willing parties who are under no compulsion to act.
Management has estimated the value of electricity and gas swap and forward contracts using a discounted cash flow methaod,
which emplays markel forward curves that are either directly sourced from third parties or are developed internally based on third
parly market data. Gas options have been valued using the Black option value model using the applicable market forward curves
and the implied volatility from other market traded gas options.

Effective July 1, 2008, the Fund ceased the utilization of hedge accounting. Accordingly, all the mark 1o market changes on the Fund's
derivative instruments are recorded on a single line on the consolidated statements of operations. Due to the commaodity volatility and i
siza of the Fund, the quarterly swings in mark 1o market on these positions will increase the volatility in the Fund's earmings.

The following table contains the components of the change in fair value related 1o the Fund’s derivative financial instruments:

Far the three For the nine
months ended  months ended
December 31, Deceimber 31,

2008 2008
{Gain) loss in fair value of derivative instruments
Canada
Fixed-for-floating electricity swaps (i) 3 (31,802) % 121,597
Renewahle energy certificates (vii) {272) 448
Qptions {viiiy {1,650) (1,259)
Physical gas forward contracts {xii) 51,386 621,146
Transportation forward cantract {xiiy (11,121) (7,086)
United States
Fixed-for-floating electricity swaps (i) 26,614 79,687
Physical electricity forweards 4ii) 30,088 108,037
Unforced capacity forward contracts {iv) 2,237 5,725
Renewable energy certificates (v) (323} (206)
Verified emission reduction certificates {vi) 122 63
Options (ix} ®&71) 4,308
Physical gas forward contracts (xiv) 90,181 294,024
Transportation forward contract (o) 4,202 3,370
Heat rate swaps (x) 315 87
Foreigh exchange forward contracts (xi) 795 121
Amortization of deferred unrealized gains of discontinued hedges (78,576} (137,203)
Change in fair value of derivative instruments $ 81,345 % 1,092,859
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The following lable sumrmarizes certain aspects of the financial assets and liabibiies recorded in the financial staternenis as at
December 31, 2008.

Gther Other Other Other
assets - Bssets — liabilities - liabilities -
current lang-term current long-term

Description

Canada

Fixed-for-floating electricity swaps () $ 956 3 3228 % 95,653 § 118,573
Renewable energy certificates (vii) 110 285 - -
Options (viiiy - - a11 3,309
Physical gas forward contracts (xii) - 40 24,511 56,856
Transporiation forward tontract {iii) 1,106 3,251 549 a7
United States

Fixed-for-fleating electricity swaps (i) - -~ 22,338 19,468
Physical electricity forwards (i} - - 30,074 34,480
Unforced capacity forward contracts {iv) 361 - 386 563
Renewable energy certificates (v) 94 248 19 51
verified emission reduction certificates (vi) - - 18 35
Options (ix) 77 - 1,641 2,965
Physical gas forward contracts (xiv) - - 53,580 53,242
Transportation forward contract (xv) - - 2,819 8,781
Heat rate swaps (X} - 26 74 -
Foreign exchange forward contracts {xi) 3,366 1,089 - -
Deferred lease inducements - - - 2,469
As at December 21, 2008 3 6070 § 8177 $ 302482 % 300,889

(0 Energy Savings has alectricity fixed-for-floating swap contracts in its Canadian subsidiaries and affiliates. Hedge accounting was
applicd to most of these forward contracts up to June 30, 2008, after which the hedges were de-designated and classified as held-
for-trading. As the required hedge accounting effectiveness was achieved to June 30, 2008, the related net gain of $58,078 has
been deferred in AOCH and is being recognized in the Statement of Operations over the remaining term of the hedging relationship.
At December 31, 2008, Energy Savings had electricty fixed-for-floating swap contracts in its Canadian subsidiaries and affiliates
classified as held-for-trading with the following terms:

Notional volumes (peak, flat, off peak and weekend)  0.0001-35 MWrh
Tatal remaining notional volume

(peak, flat, off peak and weekend) 14,456,705 MWh
Maturily dates January 31, 2009 — December 31, 2015
Fixed price per MWh (in dollars} $55.24-$128.13
Faif valuo $210,042 unfavourable
Notional value $1,091,658

With respect to the contracts classified as held-for-trading as of June 30, 2008, a gain of $31,802 (2007 - 31,124 loss) and a loss of
$122,073 (2007 - $2,511 loss) for the three and nine months ended December 31, 2008, respectively, has been recorded against
other assets and in other liabilities with their offsetting value being recorded in change in fair value of derivative instruments. With
respect to 1he designated hedges to June 30, 2008, there is no change to the gain of $75,830 recorded as at June 30, 2008 (2007 -
loss of $11,384 and $158,500, for the three and nine months, respectively} with the offsetting values recorded as a gain of $nil
(2007 - $6,145 gain) and gain of $75,354 (2007 - £150,372 gain) in other comprehensive income and a gain of $nil (2007 —
45,238 gain) and gain of $476 (2007 - $8,127 gain), respectively, in change in fair value of derivative instruments for the three and
nine months ended December 31, 2008.
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The electricity fixed-for-floating contracts related to the Province of Alberta are predominantly load-following, wherein the
quantity of electricity contained in the supply contract “follows” the usage of customers designated by the supply contract.
Notional volumes associated with these contracts are estimates and subject to change with customer usage requirements. There are
also load shaped fixed-for-floating contracts in Ontario wherein the quantity of eleclricity i established but varies throughout the
term of the contracts.

(i) Energy Savings has electricity fixed-for-fioating swap contracts in its U.S, subsidiaries and affiliates, Hedge accounting was applied
to most of these swaps up to June 30, 2008, after which, the hedges were de-designated and dassified as held-for-trading. As the
required hadge accounting effectiveness was achieved to June 30, 2008, the related net gain of $37,740 recorded as of June 30,
2008, has been deferred in AGCI and is being recognized in the Statement of Operations over the remaining term of the hedging
relationship. At December 31, 2008, Energy Savings had electricity fixed-for-floating swap contractsin its U.S. subsidiaries and
affiliates classitied as held-tor-trading to which ¢ has commutted with the following terms:

Notional volumes {peak, flat, off peak and weekend}  0.10-14.70 MW/h
Tatal remaining notional volume

(peak, flat, off peak and weekend) 1,609,798 Mwh
Maturity dates lanuary 31, 2009 — January 31, 2014
Fixed price per MWh {in dollars) $63.34-$166.56 (U5$52.00-US$136.75)
Fair value $41,806 (US334,324) unfavourable
Motipnal value $181,266 (US$157,033}

With respect to the contracts classified as held-for-trading as of June 30, 2008, a loss of $26,614 (US$21,559) (2007 — $nil} and a2
loss of $79,520 (US$71,445) (2007 — $nil} for the three and nine months ended December 31, 2008, respectively, has been
rocorded against other assets and in other liabilities with their ofisetting values being recorded in change in fair value of derivative
instruments, With respect 10 the designated hedges to June 30, 2008, there is no change to the gain of $40,306 (U$$39,645)
recorded as al June 30, 2008 (2007 - gain of $8,535 (U5$8,509) and gain of $6,266 {US$56,772) for the three and nine manths,
respectively) wilh the offselting values recorded as to a loss of $nil (2007 — gain of $8,577 (US$8,551)) and gain of $40,473
{US$39,80%) {2007 - gain of $7,347 (US$7.293)) in other comprahensive income and a loss of $nil (US$NiH {2007 —loss of $42
(US$42)) and $167 (US$164) (2007 — loss of 3481 (USE521} in change in fair value of derivative insiruments, respectively, for the
three and nine months ended December 31, 2008,

(1ii) Energy Savings has electricity physical farward contracts in its U.S. subsidiaries and affiliates. Hedge accounting was applied to
miost of these forward contracts up to June 30, 2008, after which the hedges were de-designated and dlassified as held-for-trading,
As the required hedge accounting effectiveness was achieved to June 30, 2008, the related gain of $45,027 has been deferred in
AQCI and is being recognized in the Statement of Operations over the remaining term of the hedging relationship. At December 31,
2008, Encrgy Savings had electricity physical forward contracts in its U.S. subsidiaries and affiliates classified as hald-for-wading 1o
which it has commitled with the following terms:

Wotional volumes {peak and off peak) 1.0-25.0 MWwih

Total remaining notional volume {peak and off peak) 3,425,105 Mwh

Maturity dates January 1, 2009 - April 30, 2014

Fixed price per MWh (in dollars) $44.15-$134.28 (US$36.25-1U53110.25)
Fair value 364,554 (US$52,999) unfavourable
Notional value $294,947 (US4242,157)

With respect to the contracts classified as held-for-trading as of June 30, 2008, a loss of $30,098 (U5$24,381) (2007 - $nil) and a
lass of $108,037 (US398,027} (2007 - $nil) for the three and nine months ended December 31, 2008, respectively, has been
recorded against other assets and in other lizbilities with their offsetting values heing recorded in change in fair value of derivative
instruments. With respect to the designated hedges to June 30, 2008, there is no change to the gain of $30,573 (US$30,071)
tecorded as at June 30, 2008 (2007 — gain of 36,296 (US$6,277) and lass of $4,560 {US$3,990) for the three and nine months,
respactively) with the offsetting values recorded as 1o a loss of $nil {2007 - gain of $6,396 {US$6,376)) and gain of $30,573
(US$30,071) (2007 - loss of $4,241 (US$3,671)) in other comprehensive incorne and a loss of $nil (US$nil) (2007 — loss of $100
{US$99)) and a loss of $nil (WS$nil) (2007 - loss of $319 (US$319)) in change in fair value of denivative instruments, respeciively, for
the three and mine months ended December 31, 2008.
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{iv) Energy Savings has unforced caparity contracts in its U.S. subsidiaries and affiliates. Hedge accounting was applied 1o most of
these forward contracts up to June 30, 2008, after which the hedges were de-designated and classified as held-for-trading. As the
required hedge accounting effectiveness was achieved to June 30, 2008, this net gain of $4,665 has been deferred in AGC| and is
heing recognized in the Statement of Operations over the remaining term of the hedging relationship. At December 31, 2008,
Energy Savings had unforced capacity contracts in its U.5. subsidiaries and affiliates classified as held-for-trading to which it has
committed with the foltowing terms:

Notional volumes 5-102.6 MyWmonth

Total remaining notional volume 2,611 MW/maonth

Maturity dates January 31, 2009 — November 39, 2012

Fixed price per MW (in dollars) $1,827-%9,744 {US$1,500-US$8,000) MW/month
Fair value $588 {Us$483) unfavourable

Notional valug 316,132 (US$13,245)

With respect to the contracts classified as held-for-trading as of Iune 30, 2008, a loss of $2,237 (US$1,812) (2007 ~ gain of $43
{US$43)) and a loss of $5,725 {US$5,106) {2007 — gain of $76 (US$73)) for the three and nine months ended December 31, 2008,
respectively, has been recorded against other assets and in other liabilities with their offsetting values being recorded in change in
fair value of derivative instruments, With respect to the designated hedges to June 30, 2008, there is no change to the gain of
$4,742 (U5%$4,665) recorded as at June 30, 2008 {2007 - n/a), with 1he offsetting vaives recorded as 1o a foss of $nil 2007 - nfa)
and gain of $4,742 (U534,665) (2007 — n/a) in other comprehensive income, respectively, for the three and nine months ended
Decernber 31, 2008.

(v} As at December 31, 2008, Energy Savings had renewable energy certificates in its U 5. subsidiaries and affiliates which have
been classilied as held-far-trading and marked to market with the following terms:

Notional valume 2,000-40,000 MWh

Total remaining notional volume 426,400 Mwh

Maturity dates December 21, 2009 - December 31, 2013
Fixed price per MW {in dollars) $5.60-$27.41 (U5$4.60-U5$22.50)

Fair value $272 {U53224) favourable

Noational value $4,175 (US$3,428)

A gain of $323 (US$262) (2007 -- gain of $177 (USS176)) and a gain of $206 (US$14%) (2007 - gain of $177 (US$176)) for the
three and nine meonths ended Docember 31, 2008, respectively, has been recorded against other assets and in other hiabilities with
its offsetling values being recorded in change in fair value of derivative instruments.

{vi} As at December 31, 2008, Energy Savings had verified emission reduction certificates in its 1.5. subsidiaries and affiliates which
have been classified as held-for-trading and marked to market with the following terms:

Notional volume 10,000 Tonnes

Toral remaining national velume 60,000 Tannes

Maturity dales December 31, 2009 — December 31, 2012
Fixed price por MWh (in dollars) $10.05 (US$8.25)

Fair value $53 (US$44) unfavourable

Notional vatue $603 (US$405)

A loss of $122 (USH100} (2007 — nfa} and a loss of 363 {US343) (2007 - nfa) for the three and nine months ended Decermber 33,
2008, respectively, has been recorded in other liabilities with its offsetting values being recorded in change in fair value of
derivative instruments.

(vii) As at December 31, 2008, Energy Savings had renewable energy certificates in its Canadian subsidiaties and affilates which
have been classified as held-far-trading and marked to market with the following terms:

Notional volume 10-26,100 MWh

Total remaining notional volume 452,922 MWh

Maturity dates December 31, 2009 — December 31, 2014
Fixed price per MWh {in dollars} $3.00-%$2.00

Fair value $405 favourable

Notional value £1,991
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A gain of $272 (2007 —gain of $210) and a loss of 448 (2007 — gain of $210) for the three and nine months ended December 31,
2008, respectively, has been recorded in other assets with its offsetting values being recorded in change in fair value of
derivative instruments,

{viii) At Decermber 31, 2008, Energy Savings had gas put and call options in its Canadian subsidiaries and affiliates which have been
classified as held-for-trading and marked to market with the following terms:

Notional volume 46-40,500 GHmonth

Total remaining potional volume 9,515,427 GJ

Maturity dates January 31, 2009 - November 30, 2013
Fixed price per G) (in dollars) $5.50-%13.20

Fair valup 44,120 unfavourable

The fair value is net of the present value of premiums which have yet to be paid. A gain of $1,650 {2007 - $832 loss) and a gain of
§1,259 (2007 - $881 loss} for the three and nine months ended December 31, 2008, respectively, has heen recarded against other
liahilities with its offsetling values being recorded in change in fair value of derivative instruments.

(ix) At Decemnber 31, 2008, Eneray Savings had other gas put and call opiions in its LS. subsidiaries and affiliates which have been
classified as held-for-trading and marked to market with the following terms:

Notional volume 5-140,00¢ MmBTWmonth

Total remaining notional volume 9,755,383 MmBTU

Maturity dates January 31, 2009 - May 31, 2013
Fixed price per MmBTU {in dollars) $6.70-%$16.81 (US$5.50-U5%13.80)
Fair value 44,529 (US33,718) unfavourahle

The fair value is net of the present value of premiums which have yet to be paid. A gain of $871 (US$706) (2007 - $1,557
(US$1,552) loss) and a loss of $4,307 {US$3,851} (2007 — 34,430 (US3$4,297) loss) for the three and nine months ended December 31,
2008, respectively, has been recorded against other assets and in cther liabilities with its offsetting values being recorded in change
in fair value of derivative instruments.

{x) As al December 31, 2008, Energy Savings had heat rate swaps in its LS. subsidiaries and affiliates which have been classified as
hald-for-trading and marked to market with the following terms:

Notignal velume 1-6 MWh

Total remaining notional volume 26,217 Mwh

Maturity dates lanuary 31, 2008 - May 31, 2012
Fixed price per MWh {in dallars} $60.04-382.79 (U5$49.29-U5367.97)
Fair value $48 {U5%39) unfavourable

Notional value $1,824 (US$1,498)

A loss of $315 (US$255) (2007 - nfa) and a loss of $87 (US$39) for the three and nine months ended December 31, 2008,
respectively, has been recorded in other assets and other liabilities with its offsetting values being recorded in change in fair value of
derivalive instruments,

(xi The Fund has foreign exchange forwards that are considered derivative financial instruments. The fair value of derivative financial
instruments is the estimated amount that Energy Savings would pay or receive to dispose of these forwards at market. Management
has estimated the value of its foreign exchange forwards using a discounted cash flow method that employs market forward curves.
Hedge accounting was applied 1o most of these forwards up to September 30, 2005. However, the hedge was de-designated and a
loss of $195 for the year ended March 31, 2007, was recorded in other liabilities. As the required hedge accounting effectiveness was
achieved for certain quarters of fiscat 2007, a $1,933 gain has been deferred and recorded in AQCI and is being recognized in the
Statement of Operations aver the remaining term of each hedging relationship. At December 31, 2008, Energy Savings had foreign
exchange forwards classified as held-for-trading to which it has committed with the following terms:
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Notional amount $1,981-$2,276 (US$2,000)
Total remaining notional amount $67,898 (US$64,000)

Maturity datos lanuary 8, 2009 - April 7, 2010
Exchange rates 30.9905-%$1.1381

Fair value §4,455 favourable

Aloss of $795 (2007 - $75 gain) and a loss of $121 (2007 - $6,503 gain) for the three and nine months ended December 31,
2008, respectively, has been recorded aqgainst other assets with the offsetting values being recorded in changa in fair value of
derivative instruments,

iy Energy Savings has physical gas forward contracts in its Canadian subsidiaries and affiliates. Hedge accounting was applied to
most of these forward contracts up to June 30, 2008, after which the hedges were de-designated and classified as held-for-trading.
As the required hedge accounting effectiveness was achieved to June 30, 2008, the refated net gain of $469,784 has been deferred
in AQC| and is being recognized in the Staternent of Operations aver the remaining term of the hedging relationship. At December 31,
2008, Energy Savings had physical gas forward contracts in its Canadian subsidiaries and affiliates classified as held-for-trading 1o
which it has committed with the following terms:

Notional volume 0.14410-13,000 Gl/day

Total remaining notional volume 168,596,048 G)

Maturity dates January 31, 2009 - April 30, 2015
Fixed price per G) (in dollars) $5.05-$10.00

Fair valug $151,327 unfavourahle

Notional value $1,344 643

With respect to the contracis dassified as held-for-trading as of June 30, 2008, a loss of $51,386 (2007 — n/a) and a loss of $621,146
(2007 - n/a) for the three and nine months ended December 31, 2008, respectively, has been recorded against other assets and in
other liabilities with their offsetting value being recorded in change in fair value of derivative instruments. With respect to the
designaled hedges Lo June 30, 2008, there is no change to the gain of $313,071 recorded as al June 30, 2008 (2007 — gain of
$51,995 and loss of $272,649, for the three and nine manths, respectively), with the offsetting values recorded as to a gain of $nil
(2007 — gain of $51,995} and $313,071 (2007 — loss of $272,649) in other comprehensive income, respectively, for each of the
three and nine months ended December 31, 2008.

(xiii) Energy Savings has gas transportation forward contracts in its Canadian subsidiaries and affiliates. Hedge accounting was
applied t¢ most of these forward contracks up to June 30, 2008, after which the hedges were de-designated and dassified as held-
for-trading. As the required hedge accounting effectiveness was achieved to fune 30, 2008, the net loss of $3,340 recorded as of
June 30, 2008, has been deferred in ACCI and is being recognized in the Statement of Operations over the remaining term of the
hedging relationship. At December 31, 2008, Energy Savings had gas transportation forward contradts in its Canadian subsidiaries
and affiliates classified as held-for-trading to which it has committed with the following terms:

Notional volume 35-50,000 Glrday

Total remaining notional volume 93,959,508 GJ

Maturity dates January 317, 2009 - Oclober 31, 2013
Fixed price per G (in dollars) $0.01-31.68

Fair value $3,711 favourable

Notional value $90,432

With respact to the contracis classified as held-for-trading as of june 30, 2008, a gain of $11,121 (2007 - n/2) and a gain of
$7.086 (2007 — n/a) for the three and nine months ended December 31, 2008, respectively, has bean recorded in other assets and
other lianilities with their offseiting value being recorded in change in fair value of derivative instruments. With respect to the
designated hedges to June 30, 2008, there is no change to the gain of $5,958 recorded as al June 30, 2008 (2007 —lass of $3,100
and gain of $373, for the three and nine menths, respectively), with the offsetting values recorded as to a gain of $nil (2007 -
$3,100 loss) and qain of $5,958 (2007 — $373) in other comprehensive income, respectively, far each of the three and nine months
ended December 31, 2008.
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(xiv} Energy Savings has physical gas forward contracts in its U.S. subsidiaries and affiliates. Hedge accounting was applied to most of
these forward contracts up to June 30, 2008, after which the hedges were de-designated and classified as held-for-trading. As the
required hedge accounting effectivenpess was achisved to June 30, 2008, the related net gain of $177,953 recorded as of June 30,
2008 has heen deforred in AGCH and is being recognized in the Statement of Qperations over the remaining term of the hedging
relationship. At Decernber 31, 2008, Energy Savings had physical gas forward contracts in its U.5, subsidiaries and affiliates
classified as held-for-irading to which it has committed with the following terms:

Wotional volume 5-12,471 MmBTU/day

Total remaining notional volume 49,458,014 MmBTU

Maturity dates January 2, 2009 - fanuary 31, 2014

Fixed price per G {in dollars) $6.46-$15.32 (US$5.30-US§12.52)
Fair value $106,831 (US$87,710) unfavourable
Notionat value $520,274 (US$427,154)

With respect to the contracts classified as held-for-trading as of June 30, 2008, a loss of $90,191 (US$73,05%) (2007 —n/a) and a

loss of $294,024 (US$265,663) (2007 - nv/a) for the three and nine months ended Decambar 31, 2008, respectively, has been

recorded against other assets and in ather liabilities with their offsetting values being recorded in change in fair value of derivative

instruments. With respect to the designated hedges to June 30, 2008, there is no change to the gain of $124,752 (US$122,710)

recorded as at June 30, 2008 (2007 — gain of $18,901 {U5318,842) and loss of $31,533 (US$30,319)) (2007 - loss of $13,032

(US$11,477), for the three and nine months, respectively), with the offsetting values recorded as to a gain of $nil 2007 - $18,501 ‘
{U3318,842) gain) and $124,758 (U533122,710) (2007 - $13,032 {US$11.477) loss) in other comprehensive income, respectively, for i
each of the three and nine manths ended December 31, 2008, '

(xv) Encray Savings has gas transportation forward contracts in (s LS, subsidiaries and affiliates. Hedge accounting was applied 1o
mosi of these forward contracts up to June 30, 2008, after which the hedges were de-designated and dlassified as held-for-trading.
As lhe required hedge acceunting effecliveness was achieved to June 30, 2008, the related net loss of $5,906 recorded as of
June 30, 2008, has been deferred in AOC| and is being recognized in the Statement of Operations over the remaining term of the
hedging refationship, At December 31, 2008, Energy Savings had physical gas jorward contracts in its U.5. subsidiaries and affilistes
classified as held-Tor-trading which it has committed with the following terms:

Nolional volume 380-17,700 MmBTU/day

Total remaining notional velume 18,332,771 MmBTU !
Maturily dates January 31, 2009 - Jenuary 31, 2013 !
Fixed price per GJ (in dollars) $0.01-%0.73 (US$0.01-US50.680)

Fair value $11,600 (US$9,524) unfavourable

Natianal value $7,315 {LIS$6,006)

With resperl to the contracts classified as held-for-trading as of June 30, 2008, a boss of $4,202 (US3$3,404} (2007 - n/a) and a loss
of $2,370(Us$2,617) (2007 — n/a) far the three and nine months ended December 31, 2008, respectively, has been recorded in
othor liabilities with their ofisetling values being recorded in change in fair value of derivative instruments, With respect to the
designaled hedges to June 30, 2008, there is no change to the loss of $7,022 (US$6,906) recorded as at June 30, 2008 (2007 -
$nil (USSnily and $nil (USENIl, for the three and nine months, respectively), with the offsetting values recorded as to a gain of $nil
(2007 - $nil (US$nil)} and $7,022 (US$6,906) (2007 - $nil (USEnil)) in other comprehensive income, respectively, Tor each of the !
three and nine months ended December 31, 2008. |
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Description
Canada
Fixed-for-floating electricity swaps

Physical gas forward contracis and

transportation forward contracts

United States
Fixed-for-floating electricity swaps
Physical electricity forwards

Physical gas forward contracts and

trensportation forward cantracts

Unforced capacity forward contracts

Amortization of deferred unrealized

gains of discontinued hedges

Total realized and unrealized gains {losses)

Description

Canada

Fixed-tor-floating swaps
Physical gas forward contracts
Transportation forward contract

United States

Fixed-for-floating swaps

Physical electricity forwards

Physical gas forward contracts

Amartization of fair value that
was inherent upon incepticn
of derivative contracts

Total realized and unrealized gains {losses)
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For the three
months endeil

Cecemhber 31, 2008

For the nine
months ended

December 31, 2G08

Losson Loss on
cash flow cash flow
hedges hedges
transferred transferred
from other  Unrealized gain from cther Unrealized gain
comprehensive {loss) recorded  comprehensive recorded
income to in other income to in nther
the Statement  comprehensive  the Statement  comprehensive
of Operations income of Operations income
$ - % - 3 (19,208) $ 94,562
- - {135,808} 454,838
- - {13,826) 54,299
- - {30,659} 61,232
- - {26,184) 143,922
- - - 4,743
(78,576) - (137,203) -
$ {78,576) % - $ (362,388 § 813,5%
For the three For the nine
months ended months ended
Decembrer 31, 2007 December 31, 2007
Gain {loss) Gain {loss)
on cash flow on cash flow
hetges hadges
transferred transferred
from other unrealized gain fromother  Unrealized gain
comprehensive (loss) recorded comprehensive {loss) recorded
income to i other income to in other
the Statement comprehansive the Statement comprehensive
of Operations income of Operations income
$ (22443 % (28589 3 (54278) § (210,683
(25,182} 26,813 (33,288} {305,937
(930} {4,080} {1,874 {1,500)
{3,930) 4,647 {8,931} 8,372
2,006 8,402 (1,009) 769
(7,865) 11,036 (14,780) (13,969)
2,019 - {1,338) -
) (66,375 § 18229 § (115,498} $ (522,948)
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The estimated amartization of deferred gains and losses reported in AOCI that is expected to be amortized to net income within the
next 12 months is 2 gain of $239,516.

These derivative financial instruments create a credit risk for Energy Savings since they have been transacted with a limited number
of counterparties, Should any counterparty be unable to fulfill its obligations under the contracts, Energy Savings may not be able
to realize the other asset balance recognized in the financial staternents.

In lllinois, Textas and Alberta, Energy Savings assumes the credit risk associated with cash collection from its customers. Credit review
processes have been put in place for these markets where Energy Savings has credit risk to manage the customer default rate,
If a significant number af customers were to default on their payments, it could have a material adverse effect on Energy Savings'
operations ang cash flove. Management laclors default from cradit risk in its margin expeciations for lllinois, Texas and Alberta,

(b} Classification of financial assets and liabilities
The carrying values of the Fund's financial instruments are classified as follaws:

As at Decemnber 31, 2008 Carrying amount Fair value

Cash and cash equivalents and restricted cash $ 61,560 ¢ 61,560

Accounts receivable 243,271 243,211
Accounts pavable and accrued liabilities, customer rebates payable,

management incentive program payable and unit distribution payable 196,265 196,265

Lang-term debt 108,047 108,047

For the three Far the nine

manths ended months ended

Detember 31, December 31,

2008 2008

Gain {loss) on accounts payable and accrued liabilities, customer rebates payable,
management incentive program payabie and unit distribution payable % - % 6
Interest expense on financial liabilities not held-for-trading 1,109 2,853

The carrying value of cash, restricted cash, accounts receivable, accounts payable and accrued liabilities, management incentive
program payable and unit distribution payable approximates their fair value due to their shart-term liquidity.

The carrying value of the long-term debt approximates its fair value as the interest payable on outstanding amounts at rates that
vary with Bankers' Acceptances, LIBOR, Canadian bank prime rate or U.S. prime rate,

(c) Management of risks arising from financial instruments
The risks associated with the Fund's financial instruments are as follows:

(i) Market risk
Market risk is the potential loss that may be incurred as a result of changes in the market or fair value of a particular instrument or
commodity, Components of market risk to which the Fund is exposed are discussed below:

Foreign currency risk
Foreign currency risk is created by fluctuations in the fair value or cash flows of financial insiruments due to changes in foreign
exchange rates.

A portion of Energy Savings’ earnings is generated in U.5, dollars and is subject to currency fluctuations. The perforrmance of the
Canadian dollar relative to the U.S. dollar could positively or negatively affect Energy Savings” earnings. Due to its growing
operations in the U.S., Energy Savings expects 1o have a greater exposure to U.S. fluctuations than in prior years. Currently, all U.S.
cash generated by the ULS. eperations is reinvested back into U.S. operatians, resulting in no repatiation of U 5. funds back to
Canada. Il needed, Energy Savings would enter inte derivative instruments 1o manage exposures to changes in foreign currency
rates for 1he ropatriation of U.S. funds to Canada.

The Fund may nevertheless, from time to time, experience losses resulting from fluctuations in the values of these foreign
cuirencies, which could adversely affect operating results.
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with respect to translation exposure, as at December 31, 2008, if the Canadian dollar had been 5% stronger or weaker against the
U 5. dolfar, assuming that all the other variables had remained constam, net income for the three and nine months ended
December 31, 2008, would have been $5,786 and $18,254 higher or lower, respectively, and other comprehiensive income would
have been $5,738 lower or higher.

fnterost rale risk
Energy Savings is also exposed 1o interest rate fluctuations associated with its floating rate tredit facility. Enargy Savings' current
axposure to interest rates does not economically warrant the use of derivative instrurnents.

The Fund's exposure to interest rate risk is relatively imrnaterial and temporary in nature. As such, the Fund does not believe that
this long-term debt exposes it to material financial risks and sees no need 1o set cut parameters 1o manage that said risk.

A 1% increase (decrease) in interest rates would have resulted in a decrease {increase} in income before taxes for the three and rine
months ended December 31, 2008, of approximately $249 and $601, respeciively.

Commodity price risk

Energy Savings is exposed 1o market risks associated with commaodity prices and market volatility where estimated customer
requirements do not match actual customer requirerments, Energy Savings' exposure to market risk is affected by @ number of
factors, including accuracy of estimation of customer commaodity requirements, commodity prices, volatiity and liquidity of markets.
Energy Savings enters into derivative instruments in order to manage exposures to changes in commadity prices. The derivative
instruments that are used are designed to fix the price of supply for estimated customer commedity demand in Canadian dollars
and thereby {ix margins such that Unitholder distributions can be appropriately established. Derivative instruments are generally
transacted over the counter. The inability or failure of Energy Savings to manage and monitor the above market risks could have a
material adverse effect on the operations and cash flow of Energy Savings.

As at December 31, 2008, if the electricity prices had risen {fallen by 10%, assuming that all the other variables had remained
canstani, income before taxes for the nine-month period ended December 31, 2008, would have increased (decreased) by $121,947
($122,207) primarily as a result of the change in the fair value of the Fund’s derivative instruments.

As at December 31, 2008, if the natural gas prices had risen (fallen) by 10%, assuming that all the other variables had remained
conslant, income before taxes for the nine-month period ended December 31, 2008, would have increased (decreased) by
$126,868 ($200,529) primarily as a result of the change in the fair value of the Fund’s derivative instruments,

Changes in gas and electricity prices will not signiticantly impact the Fund’s gross margin,

(i) Credit risk
Credit risk is the risk that ong party to a financial instrument fails to discharge an obligation and causes finandial loss to another
party. Energy Savings is exposed to credit risk in two specific areas: customer credit risk and counterparty credit risk.

Customer credit risk

In Alberta, Tesas and lllinois, Energy Savings has customer credit risk, and therefore, credit review pracesses have been implemented
to perform credit evaluations of customers and manage custorner defauit. If a significant number of customers ware to default on
their payments, it could have a material adverse affect on the aperations and cash flow of Energy Savings. Management factors
default from credit risk in its margin expectations for lllinois, Texas and Alberta.

As at December 31, 2008, accounts receivables from Alberta, Texas and (llinois with a carrying value of $19,069 (March 31, 2008 —
$14,285) were past due but not doubtful. As at Decernber 31, 2008, the aging of the accounts receivables from Alberta, Texas and
lllinois was as follows:

Current k) 37,247
1--30 days 8,868
31-60 days 3,690
61-90 days 1,893
Gver 90 days 4,618
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For the nine monlhs ended December 31, 2008, changes in the allowance for doubtful accounts were as follows:

Balance, beginning of period $ 9,162
Provision for doubtful accounts 7,749
Bad debts written off {9,171}
Others 853
Balance, end of pariod % 2,593

Lo e o s ma)

For the remaining markets, the LDCs provide collection services and assume the risk of any bad debis owing from Energy Savings’
customers for a fee. Management balieves that the risk of the LDCs failing to deliver payment to Energy Savings is minimal. There is
no assurance that the LDCs that provide these services will continue to do so in the future.

Counterparly credit risk

Counterparty credit risk represents the loss that Energy Savings would incur if a counterparty fails to perform under its contractual
obligations. This risk would manifest itself in Energy Savings replacing contracted supply at prevailing market rates thus impacting
the refated customer margin or replacing cantracted foreign exchange at prevailing market rates impacting the relsted Canadian
dolfar denominated distributions. Counterparty limits are established within the Risk Management Policy. Any exception to these
limits requires approval from the 8oard of Directors of QESC. The Risk Office and Risk Committee menitor current and potential credit
exposure 1o individual counterparties and also monitor overall aggregate counterparty exposure. However, the failure of a counterparty
ta meet ils contraciual obligations could have a material adverse effect on the aperations and cash flow of Energy Savings.

As at December 31, 2008, the maximum credit risk exposure amounted o $3,656,453, reprasenting the notional value of its
derivative financial instruments and accounts receivable.

(i) Eiquidity risk

Liguidity risk is the potential inability to meet financial obligations as they fall due. The Fund manages this risk by monitoring
detailed weekly cash flow lorecasts covering a rolling six-week period, monthly cash forecasts for the next 12 manths, and gquarterly
forecasls Tor the lellowing lwo-year period to ensure adequate and efficient use of cash resources and aredit Tacilities.

{iv) Supplier risk

Energy Savings purchases the majority of the gas and electricity delivered to its customers through long-term contracts entered into
with various suppliers. Energy Savings has an exposure to supplier risk as the ability to continue to deliver gas and electricity to its
customers 15 reliant wpon the ongoing operatians of these supphiers and their ability te fulfill their contractual obligations. Energy Savings
has discounted the fair value of its financial assets by $259 to accemmedate for its counterparties’ risk of default. A significant partion
of these gas and electricity purchases is from Shell Energy North America and its affiliates.

Capital disclosure
Energy Savings’ delines capital as Unitholders’ equity (excluding accumulated other comprehensive income) and long-term debt.
The Fund's objectives when managing capital are to maintain fleibility between:

{a) enahling it to operate efficiently;
{b) providing liguidity and access to capital for growth opportunities; and
(¢} providing retumns and generating predictable cash flow for distribution to Unitho!ders,

The Fund manages the capital structure and makes adjustments to it in light of changes in economic conditions and the risk
characteristics of the underlying assets. The Board of Directers does not establish quantitative return on capital criteria for
management, but rather promotes year over year sustainable prefitable growth. The Fund’s capital management objectives have
remained unchanged from the prior year. The Fund is not subjact to any externally imposed capital requirements other than
financial covenants in its credit facility and as at December 31, 2008, all of these covenants have been met.

ENERGY SAVINGS INCOME FUND @ 2009 THIRD QUARTER REFCRT
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WNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Net income (loss) per unit

Basic income {loss) per unit
Net income (loss) available to Unitholders

Weighted average number of units outstanding

Weighted average number of Class A preference shares

Basic units and shares outstanding

Basic income (fass) per uinit

Diluted income {loss) per unit
Nat income {loss) available to Unitholders
Basic units and shares outstanding
Dilutive effect of:

Unit options

Unit appreciation rights

Deferrad unit grants

Units outstanding on a diluted basis

Diluted income {oss) per unit

Reportable business segments

Far the three
months ended
Dacember 31,

Far the three

manths ended

Deacember 31,

For the nine

months ended

December 31,

For the nine

months entied

December 31,

2008 2007 2008 2007

$  {49,0%4) 3§ 25,064 $ (938852) § 53,736
106,049 99,332 104,439 98,521
5,264 8,706 5,741 2,706
111,313 108,038 110,180 107,227

% 049 3 026 3 (8.52) $ 0.55
$ {49,094y § 28,064 $ {938,852} % 58,736
111,313 108,038 110,180 107,227

- 132 21 132

1,021 771 1,023 767

47 30 42 20

112,381 108,971 111,266 108,152

$ 044 % 026 % {8.44) % 0.54

Encrgy Savings operates in two reparlable gecgraphic segments, Canada and the United States, Reporting by geographic region is
in line with Energy Savings’ performance measuremertt parameters, Both the Canadian and U.S. operations have both gas and

clectricily business segments.

Encrgy Savings cvaluates segment performance based on gross margin,

The following table presents Energy Savings' results from continuing operations by geographic segment:

For the three months ended December 31, 2008

Sales gas
Sales electricity

Sales

Gross margin

Amorlization of electricity contracts
Amortization of gas conlracts
Amortization of capital assets

Other operating expenses

Income (loss) belore the undernoted
Interest expense

Change in fair value of derivative instruments
Other income (expense)
Nen-conteolling interest

Provisian for income tax

Net incormne (loss}

Additions 1o capital assets

2009 THIRD QUARTER REPORT

Canada United States Consolidated

4 212,875 % 112,563 % 325,438
130,227 57,943 188,170
343,102 § 170,506 % 513,608
56,12 4 33,697 § 89,826

- {323) (323)

(276) - (278)

{1,150) {95) (1,245)
(21,569) {17,504) (39,073)
33,134 15,775 48,909

(634) (487 (1,121)

34,337 (115,682) (81,345)
1,926 (261) 1,665

28 - 28

(2,752) {14,478) {17,230)

$ 66,033 % (115133) $ (49,094
3 1602 % 65 ¢ 1,667

EMERGY SAVINGS INCOME FUND



NOTES TO THE CONSQUIDATED HNANCIAL STATEMENTS

For the three months ended December 31, 2007 Canada United States Consolidated
Sales gas § 194565 % 75,102 § 269,667
Sales electricity 137,366 42,640 180,006
Sales $ 331931 % 117,742  § 449,673
Gross margin % 54,080 % 14819 § 68,899
Amortization of electricity contracts (266} (1,729) {1,995)
Amaortization of capital assets (885) {139) 1,024)
Other operating expenses {14,393} {13,768) (28,161)
Income {loss) before the undernoted 38,536 (817) 37,719
Interest expense (624} {887) {1,511)
Change in fair value of derivative instruments {7,399} 1,027 6,372}
Other income (expense} 872 (526) 346
Provision for income tax (2,105} (13 2,118
Net income {loss) $ 29,280 % (1,216) § 28,0604
Additions to capital assets $ 3572 § 211 % 3,783
For the nine months ended December 31, 2008 Canatla United States Consolidated
Sales gas $ 456,420 § 175873 % 635,293
Sales electricity 389,246 161,101 550,347
Sales $ 843,666 9§ 336,974 § 1,185,640
Gross margin $ 140,314 % 48,859 % 189,173
Amartization of electricity contracts (178} 2,375} {2,553)
Amortization of gas contracts {414) - {414}
Amartization of capital assets (3,252} {334) {3,586}
Gther operating expenses {54,715} (47,160} {101,875)
Inceme (loss} before the undernoted 81,755 {1,010) 80,745
Interest expense {1,208) (1.669) 2,977
Change in fair value of derivative instruments (662,457) (430,392) {1,092,859)
Other income {expense) 3,973 {266) 3,707
Non-controlling interest 28 - 28
Recovery of income tax 2,543 69,961 72,504
Net loss $ (576,076) § (362,776} § (933,852
Additions to capital assets % 2,839 § 154 % 2,993
Taotal goodwill $ 94,957 § 21,713 % 116,670
Total assets $ 371,600 $ 180,224 % 551,824

ENERGY SAVINGS INCOME FUND 2009 THIRD QHJARTER REPORT
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NOTES TQ THE CONSOLIDATED FINANCIAL STATEMENTS

For the tine months ended Decernber 31, 2007

Sales gas

Sales clectricity

Sales

Gross margin

Amortization of electricity contracts
Amortization of gas contracts
Amortization of capital assets

Other operating expenses

ncorne {loss) before the undernoted
interest expense

Change in fair value of derivative instruments
Other income (expense)

Recovery of {provision for} income tax

Net income (loss)
Additions to capital assets
Total goodwill

Total assets

Commitments

Canada United States Consofidated
$ 434416 $ 120910 3 555,326
408,031 122,716 530,747
I 842447 % 243,626 % 1,086,073
% 136,246 % 28069 §% 164,315
(1,m7) (4,333) 5,3500
{177} - (177)
(2,240) {386} {2,626)
(51,093} (35,138) (86,237)
81,713 (11,789} 69,825
(1,455} {2.360) (3.815)
(5,933} {6,183 {12,116)
1,741 {1,220} 521
4,288 (48) 4,221
) 80,335 % (21,5997 % 58,736
$ 7,657 § 426 % 8,083
$ 94576 % 20,831 $ 115,407
$ 400905 3 146,677 3§ 547,582

{&) Commiliments for premises and equipment under operating tease obligattons for each of The next five years and thereafter are

as Tollows:

2009
2010
2011
2012
2013
Thereafter

3 1,376
5,113
4412
3810
2,494
7.352
$ 24,563

i s i = AR

(b} Commitments under the Master Services Agreement with EPCOR for the duration of the agreement are as follows:

2009
200

2009 THIRD QUARTER REPORT

$ 2,078
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NQOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(€ Comniitments under long-term gas and electricity contracts with various suppliers for each of the next five years and thereafter
are as follows:

2009 $ 389,786
2010 1,273,636
2011 935,271
2012 578,354
2013 316,021
Thereafter 107.069

$ 3,600,137

R e T T Ty

Energy Savings is also commitied under tong-term contracts with customers to supply gas and electriaty. These contracts have
various expiry dates and renewal options.

Comparative consolidatad financial statements
Certain figures from the comparative financial staternents have been reclassified from statements previously presented to conform
1o the presentalion of the current year's consolidated financial statements.

ENERGY SAVINGS INCOME FUND 2009 THIRD QUARTER REPORT




EXHIBIT C-3
FINANCIAL STATEMENTS
Commerce Energy, Inc. d.b.a. Commerce Energy of Ohia

Please see Exhibit C-1 -Annual Reports.



EXHIBIT C-4
FINANCIAL ARRANGEMENTS
Commerce Energy, Inc. d.b.a. Commeree Energy of Ohio

Please see Exhibit C-1 -Annual Reports.



EXHIBIT C-5
FORECASTED FINANCIAL STATEMENTS
Commerce Energy, Inc. d.b.a. Commerce Energy of Ohio

Please see Exhibit C-1 -Annual Reports.



EXHIBIT C-6 and C-7
CREDIT REPORT
Commerce Energy, Inc. d.b.a. Commerce Energy of Ohio

The 2009 Dunn and Bradsireet Business Information report for the parent company, Just
Energy Income Fund is attached.
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%ﬁ DNBi®
b j Risk Management

Page 1 of 8

~ ATTH: Giannl Sellitto
Report Printed: - July, 13, 2009

Live Report : Just Energy Income Fund

D-U-N-S® Number: 25-193-0824
Trade Names: No trade names for this company.

Endorsement/Billing Reference: gsellitto@energysavings.com

DBB Address

Address 100 King St Suite 3630
Toronlo,ON - M3N 1L3
Phone 416-367-5930

Fax 416-367-4749

Company Summary

Score Bar
PAYDEX® 74
Commaercial Cradit Score Class 2
Financial Stress Class 1
D&B Rating -

Current PAYDEX®

Current PAYDEX : 74

(Lowest Risk:100,; Highest Risk:1)

When weighted by dollar amount, Payments to suppliers
average Prompt - Slow 9 days heyond terms

Financial Stress Score Class

Financial Stress Score Class: 1
{Lowest Risk:1; Highest Risk:5)

Low risk of severe financial stress over the next 12 months.

Corporate Linkage

Location Type
Web

D&B Company Overview

This is a Headquarters Location

Headquarters

Rebecca MacDonald Chairman of the Board

Year Started
Employses
Sic

Line of business

Record

D&B Rating
Former D&B Rating
Actual Sales

2001
600 (5 Hares)
6211

Engaged as
managers or agents
for mutual funds

Clear
5A3
$1.899,213,000

{CAD)

Actual Net Worth

Commercial Credit Score Class

-5009,647,000 (CAD)

Commercial Credit Score Class: 2

(Lowest Risk:1; Highest Risk:5)

Low To Moderate risk of severe payment delinquency over

next 12 months.
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Subsidiaries (Domestic)

Company

City , Province D-U-N-S® NUMBER

 Ontario Energy Savings Corp Mississauga, ONTARIO  24-885-7518

Branches (Domestic)

Company City , Province D-U-N-S® NUMBER

'.Just E-nerg-y Income I";L;’rldr - 7 - MISSISSEIIQEION-FANO? 24-3\40-3743

Predictive Scores

Credit Capacity Summary

This credit rating was assigned because of D&B's assessment of the company's financial ratios and its cash flow. For more
information, see the
" D&B Rating Key.".

Current Rating  --
Former Rating 5A3

Sales; $1,899,213,000
Total Employeas 800( 5 here)

Net Worth -$809,647,000

Payment Activity: Based on & experiences.
Average High Credit; N/A

Largest High Credit: $2,500

Note: The Worth amount in this section may have bean adjusted by D&B to reflect typlcal deductions, such as certain
Intangible assets.

Financial Stress Class Summary
Financial Stress Score Glass

Financial Stress Score Class : 1

{Lowest Risk:1; Highest Risk:5)

Financial Stress National Percentile : 36 { Highest Risk: 1; Lowest Risk: 100)
industry Median Percentile: 43 ( Highest Risk: 1; Lowest Risk: 100)
Financial Stress Score: 1354 ( Highest Risk: 1001; Lowest Risk: 1850 )
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The Financial Stress Class of this business is based on the foliowing factors:

Clear D&B Record present for this firm

Indication of lower risk industry classification.

Ne Record of facilities ownership in D&B's file.

Negative Net worth

Company Age or Date suggest potential higher risk of fin. stress
Total Assels to Sales ratio suggests higher risk of fin. stress
Solvency (Current) rafio suggests higher risk of fin. stress

Yrs. under Current Mgmt. suggests higher risk of fin, stress
Solvency (Quick) ratio suggssts higher risk of fin, stress

No racord of open suits/liens/judgements in D&B files in 3 years

Credit Score Class Summary

Credit Score Class

Credit Score Class : 2
(Lowest Risk:1; Highest Risk:5)

Credit Score National Percentile: 79 ( Highest Risk: 1; Lowest Risk: 100}

Industry Median Percentile: 41 ( Highest Risk: 1; Lowest Risk: 100}
Credit Score: 535 ( Highest Risk: 101; Lowest Risk: 660 )
Negative Pay Experience Percent: 40 %

Bad Rate: 4

The Credit Score Class of this business is based on the following factors:

Company Type suggests potential higher risk.

Company Age or Date suggest potential higher risk of fin. stress
Some trade experiences are slow or negative.

Payment experiences suggests polential higher risk.

Trade Payments

D&B PAYDEX®

The D&B PAYDEX Is a unigue, dollar weighted indicator of payment performance based on payment experlencas as reported
to D&B hy trader references. Learn more about the D&B PAYDEX.

Current Paydex is 74 Prompt - Slow § days beyond terms
Industry Median is 79

Payment Trend currently is &% unchanged , compared to 3 month ago.

Indicatlons of slowness can be the resulf of dispute over merchandise, skipped invoices etc, Accounts are sometimes placed
for coffection even though the existence or amount of the debt is disputed.

Total payment Experiences in D&Bs File 5

Payments Within Terms (not dollar weighted) N/A

Total Placed For Coliection 0

Average High Gredit NIA

Largest High Credit $2,500 !
Highest Now Cwing 30
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Current PAYDEX

Based on payments collected over last 12 months.
Current PAYDEX: 74 pay

(Lowest Risk:100; Highest Risk:1) ¥When weighted by dailar amount, Payments to suppliers average Prompt - Slow 9
days beyond terms

PAYDEX® Yearly Trend - 24 Month PAYDEX®

>Top Quartile 80

>Industry
Median &

>Bottom Quartile 69

Payment Habits

Days Slow
Ets:ﬁmfgs $ Total Amount % Prompt <31 31-80 61-90 80>
(%)
© {2monthsendingJui2009 5 $12500 8% 20 0
3 months ending Jul 2009 3 $7,500 100 % 0 0 0 0
Credit Extended
Qver 100,000 0 $0 0% g ¢ o o
50,000 - 99,999 0 $0 0% 0 ¢ 0 0
15,000 - 49,899 0 30 0% 0O 0 0 0
5,000 - 14,999 0 $0 ¢ % o 0 0 0
1,000 - 4,999 5 $12,500 80 % 260 0 0 O
Under 1000 0 %0 7 0% 0 0 0 0
Trade at Net terms 0 50 0% 0 0 0
Trade at Discount 4] $0 0% 0 0 0 0
Cash Experiences 0 $0 - '
Placad for Collection 0 $0
Unfavorable Commaents 0 $0

Based cn payments collected over last 12 months,

For all Payment experiences reflect how bills are met in relation to the terms granted, In some instances, payment beyond
terms can be the result of disputes over merchandise, skipped invoices etc.

Industry Payments

The highest Now Owes an file is $0 .
The Highest Past Due on file is $0 .

Below is an overview of the company's dollar-weighted payments, segmented by its suppliers' primary industries:

file://C:\Documents and Settings\igoodman\Local Settings\Temporary Internet Files\OLK9... 7/13/2009



DNBI Page 5 of 8

Total Total Largest Within

Days Slow
Revd Dollar High
Amts Credit Terms <o 31-80 61-90 90>

o m @

) R
Top Industries
WHL COMMERCL EQUIP 5 $12,500 $2,500 80 20 0 0

Other payment categories

Cash Experiences 0 $0 %0
Payment Records Unknown 0 $0 %0
Unfavorable Cemments 0 $0 %0
Placed For Collection 0 NIA

Accounts are sometimes placed for collection even though the existence or amount of the debt is disputed.

Indications of slowness can be result of dispute over merchandise, skipped invaices etc.

Payment Details

Date . . Last Sale
Reported Paying Record nghwc)rednt Nmn.;gwes Pasé?"e Selling Terms  Within
(mmfyy) (month}
03408 Ppt 2,500 ] ¢ 12

02/08 Ppt 2,500 0 0 12

01/08 Ppt 2,500 0 Q 12

12/07 Ppt-Siow 30 2,500 G c 12

11107 Ppt-Slow 30 2,500 0 c 12

Payments Detail Key : red - 30 or more days beyond terms

Payment experiences reflect how bills are met in relation to the terms granted. In some instances payment beyond terms
can be the result of disputes over merchandise, skipped inveices ete.

History and QOperations

Company Overview

Company Name Just Energy Income Fund

Address 100 King St Suite 3630 Toronto , ON - MSN 1L3
Phone 416 - 367 - 5930

Fax 416 - 367 - 4749

file://C:\Documents and Settings\igoodman\lL.ocal Settings\Temporary Internet Files\OLK9... 7/13/2009



Page 6 of 8

History

Principals and Management

MacDonald, Rebecca Chairman of the Beard, Director. Active since 2001, In current position since 2001,
1990 ta date Ontario Energy Savings Corporalion, Prasident.

Brussa, John A Direclor. Not active in daily affairs. In current position since 2001.
Currently Burnet Duckworth & Palmer LLP, Pariner.

Segal, Hugh D. Director. Not active in daily affairs. In current position since 2001.
Currently Institute for Research on Public Policy, President.

Smith, Brian R.D. Director. Not active in daily affairs. In current position since 2001.
1996-2001 BC Hydro, Chairman of the Board.
Currently Fedaral Chief Treaty Negotiator and Enargy Consultant.

Kirby, Michael Director. Not active in daily affairs. In current pesition since 2001.
Currently Member of the Senate of Canada.

Giffin, Gordon D. Director. In current position since 20086.
Currently McKenna, Long & Aldridge LLP, Senior Partner.

Hartwick, Ken President, Chief Executive Officer, CA. Active since 2004, In current position since 2008.
2001-2004 Hydro One, Chief Financial Officer,

BACKGROUND /
OWNERSHIP
Public Corporation. Registration Details Unavailable.
Business Commenced Feb-14-2001
Dn
Present Control 2001
Succeeded
Operations
Total Employees 800
Total Employees (last 500
year)
Employees Hore 5
Sic
6211 0007 Engaged as managers or agents for mutual funds 100 %
Principal Clients Commerical Enfities, Gensral Public
Principal Terrifory North America, Export
Principal Selling Terms Special agreement 100%
Facllities Rents Brick building
Location Central Business

Bank Reference

CIBC

6266 Dixie Rd ,
Mississauga ,

ON

TEL 905 - 670 - 1946
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Bz All currency amounts in the tables below are denominated in Canadian Dollars unless otherwise stated

Fiscal Consolldated
2007-03-31 000's

$247,328

Current Assets

Current Liabilities $197,560
Total Assets $357,227
Long Term Debt $19.509
Total Liabilities

Tangible Worth $45,582
Sales $1,532,317
Net Income $93,912

Fiscal Financial Statement Mar 31 2009 000's Consolidated
Assets

Cash $66,703
Accounts Receivable $249,480
Inventary $6,947
Prepaid Expenses $2,020
Other Current Assels $5,544
Total Current Assets $388,473
Fixed Assets $19,971
Goodwill $117,081
Other Assets $10,250
Total Assets $535,755

Fiscal Profit And Loss Mar 31 2009 000's Consolidated
Sales/Revenue
Net Income after Taxes(Loss)
Al start amount
Changes in Capital Stock
Withdrawls
Extraordinary Items

Fiscal Consolidated
2008-03-31 000's
480825
$263,202

$709,115

$245,248

$82,819
$1,738,690
$162,761

Liabilities

" Accounts Payable &
Accruals
Accruals
Taxes
Employees Deduction
Owing Clients
Other Current
Liabilities
Total Current
Liabllities
Long Term Debt
Mincrity Interest
Other Non-Current
Liabilities
Capitat Stock
Accumulated Deficit
Surplus

Total Liabilities +
Equity

Fiscal Consolidated
2009-03-31 000's

$388,473
$747,447
$535,755
$480,894

($809,647)
$1,899,213
($1,107,473)

$165,431

$41,379
$1,906
$1,083
$7,309

$519,352

$747,447

$76,500
$202

$404,102

$398,454
($1,105,711)
$14.671

$535,755

$1,899,213
(31,107,473}
$82,810
$40,351
$153,837
$19,067

file://C:ADocuments and Settings\igoodman\Local Settings\Temporary Internet Files\OLK9... 7/13/2009



DNBi

© 2005-2009 Dun 8 Bradstreet, Inc.

Intangible Adjustements
At end amount

Net Worth in Summary Section was computed after deduction of Intangibles

Date Received: Jul 3 2009 , Source: publicsources
Accountant: KPMG LLP, Toronte ON Status: avdited

Jul 03 2009 Attempts to contact principals(s) were unsuccessful

Key Business Ratios

Based on this Number of Establishments 40

Profitability

Return on Sales

Return on Net Worth
Return ¢on Assets
Short-Term Solvency
Current Ratio

Quick Ratio

Current Liabilities/Net Worth
Current Liabilitizs/Inventory
Fixed Assets/Net Worth
Efficiency

Asset /Sales

Sales/Net Working Capital
Callection Period

Sales finventory

Accounts Payable/Szles
Utilization

Total Liabs/Net Worth

This information may not be repreduced In whole or in part by any means of reproduction.

The Business

-58.31
-268.07
-206.71

051
0.42
180.92
-999.99
4.83

282
-6.29
47.94
273.38
8.71

129.68

Industry Median

2.62
04
-0.53

1.2
112
24.54
24.54
B.36

89.78

1.66
61.47
22.08
16.16

12599

Page 8 of 8

($915)
($809,647)

Industry Quartile

E o - -

B - N N
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EXHIBIT C-8
BANKRUPTCY INFORMATION
Commerce Energy, Inc. d.b.a. Commerce Energy of Ohio

Not Applicable.



EXHIBIT C-9
MERGER INFORMATION
Commerce Energy, Inec. d.b.a. Commerce Energy of Ohio

Commerce Acquisition by Universal:

- On December 11, 2008, all of the issued and outstanding shares of Commerce were indirectly

acquired by Universal Energy Group Ltd. (“UEGL”).
Universal Acquisition by Just Energy:

On July 1, 2009, all of the issued and outstanding shares of UEGL were indirectly acquired
by Just Energy Income Fund.



EXHIBIT D-1
OPERATIONS
Commerce Energy, Inc. d.b.a. Commerce Energy of Ohio

Commerce Energy is a third party electricity and natural gas supplier that provides
customer choice and competitive pricing of energy to retail customers, The operations
department contracts bilaterally with other energy suppliers to serve our retail load and to
fulfill other company requirements, such as filling storage facilities and balancing supply
pools. Commerce Energy utilizes these facilities and pools to fulfill delivery requirements
to various local distribution companies and their city gates. Contract supply purchases
range from daily spot to long term.



EXHIBIT D-2
OPERATIONS EXPERTISE
Commerce Energy, Inc. d.b.a. Commerce Energy of Ohio

Commerce Energy’s operations and supply department handies all nominations and
scheduling of the purchases referenced in Exhibit D-1, retail load and other company
requirements. The analysts monitor the individual markets and the marketplace closely.
They are on call 24 hours a day to ensure that all necessary pipeline and utility
requirements are met, The supply department is responsible for nominations, balancing,
scheduling and purchasing requirements in-house for both gas and electric in all U.S.
markets.



EXHIBIT D-3
KEY TECHNICAL PERSONNEL
Commerce Energy, Inc. d.h.a. Commerce Energy of Ohio

KEN HARTWICK, C.A.

Chief Executive Officer and President

Mr. Hartwick has over 13 years of management experience in the energy sector, and 20 years
experience in the financial sector. Mr. Hartwick’s experience in the energy industry spans several
markets having played an integral role as Energy Savings’ Chief Financial Officer since April
2004 launching Energy Savings® businesses in Alberta, British Columbia, Indiana, and Texas as
well as growing the businesses already established in Manitoba, Ontario, Quebec, Illinois, and
New York. As well as serving as the current President and CEQ for Energy Savings, an
integrated retailer of commodity products, Mr. Hartwick understand the issues facing generation
businesses through his role on the Board of the Atlantic Power Corporation. He has been
engaged in the energy industry with one of the largest distribution companies in North America,
Hydro One Inc, gaining increasing executive-level responsibility throughout his career there, and
providing strategic direction as Ontario transitions towards a competitive energy marketplace.
Please see Exhibit A-10 for contact informaticn.

ROBERT SCOTT GAHN

Chief Operating Officer and Executive Vice President

Scott was appointed Chief Operating Officer in February 2009 after serving as Executive Vice
President of U.S. Energy Savings since May 2007. Prior to this Mr. Gahn was Chief Executive
Officer and co-founder of Just Energy Texas LP, which was acquired by Energy Savings.

Scott began his career in the energy business in 1986 at the Virginia State Corporation
Cominission, where he focused on energy utilities with specific focus on the newly deregulated
natural gas market. In 1992 he moved from the Virginia SCC to New York State Electric & Gas
Corporation where he rose to the position of Manager of Rates, with responsibility for rate and
regulatory matters, commodity risk management and policies related to deregulation and
customer choice. In 1997, Scott joined Enron Capital & Trade Resources where he worked in
various positions leading ultimately to Managing Director of Enron Direct, a rapidly growing
business focused on selling and supplying natural gas and electricity to small and medium sized
businesses throughout the United States.

Scott is a graduate of Virginia Tech and has a Master of Economics degree from Virginia
Commonwealth University.
Please see Exhibit A-10 for contact information.

BETH SUMMERS, C.A.

Chief Financial Officer

Beth Summers has been the Chief Financial Officer of Energy Savings since February, 2009,
Prior to joining the company, she served as the Executive Vice President and Chief Financial
Officer at Hydro One which operates the Province of Ontario’s largest electricity transmission
and distribution systems and directly serves 1.2 million customers. Prior to being at Hydro One,
Beth served as a Senior Manager, Assurance & Advisory Services with Ernst & Young LLP
where she was involved with fully integrated utilities as well as generation, utility distribution
and services organizations.

Please see Exhibit A-10 for contact information.




DEBORAH D. MERRIL,

Senior Vice President Commercial Sales & Marketing

Deb joined Energy Savings in May 2007 as Senior Vice President Commercial Sales and
Marketing. Prior to joining Energy Savings, she was a founding partner of Just Energy where she
also ran the sales and marketing functions, Deb has over 13 years of experience in the retail
energy industry, ranging from Transaction Structuring, Large Commercial Sales, Commodity
Risk Management and Logistics. She is a graduate of The College of Wooster and has a Master
of Business Administration from Texas A&M University.

Please see Exhibit A-10 for contact information.

FRANCIS E. PULLARO ESQ.

Vice President Regulatory Affairs

Francis E. Pullaro has advocated for competitive energy markets since 2002. He is currently vice
president of regulatory aftairs for Just Energy a marketer of natural gas and electricity to
residential and commercial customers in the U.S. and Canada. Mr. Pullare managed regulatory
affairs in the New York market for Strategic Energy from 2002 to 2005.

Before turning to the energy field, Mr. Pullaro served for several years as the legal counsel to the
Republican Leader of the Massachusetts House of Representatives.

M., Pullaro received his J.D. from the University of Connecticut School of Law in 1999 and his
B.A. in religion and international studies from Colby College. He is a member of the Energy Bar
Association and has been admitted to the bar in the states of Massachusetts and Connecticut.
Please see Exhibit A-10 for contact information.

LORI MCDONALD

Director of Account Management

Lori McDaonald brings 15 years of experience in direct response marketing, acquisition marketing
and loyalty retention and customer satisfaction programs. She brings strong sales, customer
service and business management skills. She has an outstanding record of achievement in
improving profit through automation, development of human resources and six-sigma process
improvement analysis.

Prior to joining Commerce Energy, McDonald served as Vice President of Operations at Alta
Resources L.L.C in Fullerton, California a local provider of outsource services focused on
increasing customer satisfaction, sales and brand loyalty for their customers, Previously
McDonald was Consumer Sales Manager for Freedom Communications, Inc, and held customer
service management roles at Baxter Healthcare, Edwards Cardiovascular Group in Irvine
California.

Tel: 714-481-6623

Email: Imcdonald@commerceenergy.com

BLAKE LASUZZO

Vice President. Energy Management

Blake Lasuzzo runs the Commerce Energy Management group. This group is responsible for all
aspects related to procurement, scheduling, pricing, structuring, load forecasting, and monthly
rate setting for all Commerce Energy Natural Gas and Electricity markets. Lasuzzo joined
Commerce Energy in 2004, Prior to joining Commerce Energy, he worked in various arenas of
the energy business with EOTT Energy and Devon Energy. Lasuzzo has over § years combined
energy sales and trading experience. He is based in the Costa Mesa office. Lasuzzo earned
Bachelor of Arts degrees in both Finance and Energy Management from the University of
Oklahoma.

Tel: 714-259-2581




Email: blasuzzo@commerceenergy.com

MICHAEL CHOA

Energy Trader/Scheduler

Michael Choa joined Commerce Energy in 2006. He originally held a position as an Energy
Accountant, managing settlement in the California electric market. He currently holds the
position as Energy Trader and Scheduler within the Commerce Energy Supply Management
Group. He is responsible for the short-term procurement and scheduling of natural gas and
electricity for the Western region. Previously, he held power scheduling and settlements related
positions at Sempra Energy Solutions. He has over 8 years of energy experience. Choa eamed a
Bachelor of Arts degree in Economics from the University of California, San Diego.

Tel: 714-259-2534

Email: mchoa@commerceenergy.com

INGER GOODMAN

Supervisor, Regulatory Compliance and Consumer Affairs

Mrs. Goodman joined Commerce Energy in 1999. She started out managing Quality Assurance
concerning customer billing and local taxes, In 2000, she was given the responsibility of
managing consumer complaints filed through State Commissions. She joined the Regulatory
department at Commerce Energy in 2002. She is currently serving as Commerce Energy’s
Supervisor over the Regulatory Compliance and Consumer Affairs department. In her position,
she manages all formal complaints, state and federal compliance reporting and represents
Commerce Energy internally and externally across the business spectrum, She keeps the company
up to date on regulatory matters and insures compliance and identification of business risks and
opportunities. Ms. Goodman has over 10 years of operational experience, and over 8 years
regulatory expetience.

Tel: 714-259-2508

Email: igoodman@commerceenergy.com



mailto:blasuzzo@commerceenergy.com
mailto:igoodman@commerceenergv.com

EXHIBIT D4
FERC POWER MARKETER LICENSE
Commerce Energy, Inc. d.b.a. Commerce Energy of Ohio

Commerce Energy is an energy marketer with a Category 1 FERC status. Docket No.
ER05-737-002.



