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FORWARD-LOOKING STATEMENTS AND NON-GAAP MEASURES

Forward Looking Information

Certain information included or incorporated by reference herein is forward-looking, within the meeting of
applicable Canadian securites laws. Forward-looking information includes, without limitation, statements regarding
the future financial position, business strategy, budgets, litigation, projecred costs, capital expenditures, financial
results, distributable cash flow, taxes and plans and objectives of or involving Superior Plus Income Fund (the
“Fund™) or Superior Plus LP (“Superior LP” or the “Partnership”). Much of this information can be identified by
looking for words such as “believe”, “expects”, “expected”, “will”, “intends”, “projects”, “antcipates”, “estimates”,
“continues” or similar words. Forward-looking information in this Annual Information Form (“AIF”) includes, but
is not limited to, outooks, capital expenditures, business strategy and objectives. The Fund and Superior LP believe
the expectatons reflected in such forward-looking information are reasonable but no assurance can be given that
these expectations will prove to be correct and such forward-looking information should not be unduly relied upon.

Forward-looking information is not a guarantee of future performance and involves a number of tisks and
uncertainties some of which are described herein. Such information necessarily involves known and unknown risks
and uncertaintdes, which may cause the Fund's or Superior LP's actual performance and financial results in future
periods w differ materially from any projections of future performance or results expressed or implied by such
forward-looking informadon. These risks and uncertainties include but are not limited to the risks identified in this
AJF under the heading “Risk Factors” and in the Fund’s most recent Annual Management’s Discussion and
Analysis. Any forward-looking information made is provided as of the date hereof and, except as required by law,
neither the Fund nor Supetior LP undertakes any obligation to publicly update or revise such informatdon to reflect
new information, subsequent or otherwise.

With respect to forward-looking information contained in this AIF and in addition to other assumptions identified
in this AIF, we have made assumptions regarding, among other things:

Corporate

e The Fund expects current economic condidons in Canada and the United States to prevail for 2008 with an
improved outlook for 2009;

® The Fund continues to autract capital and obtain financing on acceptable terms;

*  The foreign currency exéhangc rate between the Canadian and United States dollar is expected to be par on all
unhedged foreign currency transactions;

e Superior’s average interest rate on floating rate debt is expected to remain stable to marginally lower
throughout 2008, increasing modestly in 200%;

¢  Financial and physical counterparties continue to fulfill their obligations to Superior; and

*  Regulatory authorities do not impose any new regulations impacting the Fund.

Superior Propane

¢ Superior Propane forecasts average temperatures across Canada to be consistent with the most recent five year
average;

¢  Superior Propane expects that wholesale propane prices will not significantly impact demand for propane and
related propane services;

e Total gross profit for Superior Propane is projected to increase due to the on-going implementation of
customet service programs and an increase in propane volumes; and

e  Market opporwunities for Superior Propane’s wholesale trading division are expected 1o be consistent with the
prior years.

ERCO

¢  Current supply and demand fundamentals for sodium chlorate and potassium/chloralkali produets will remain
stable, resulting in no significant changes to total chemical sales prices and sales volumes;

¢  ERCO’s average plant utilizaton is expected to be greater than 90%;

¢ The foreign currency exchange rate berween the Canadian and US dollar is expected to be par on all unhedged
foreign currency transactions; and



* ERCO’s conversion of its Port Edwards, Wisconsin chloralkali facility from mercury based technology to
membrane technology for US $95 million is expected to be completed on-budget in the second half of 2009.

Winroc

» The current economic conditions in Canada and the United States are expected to prevail in 2008 with slight
improvement in 2009; and

*  Gross profit is expected o be stable as strong demand in Western Canada for residential and commercial sales
volumes continues to offset weakness in Ontario and United States residential sales volumes.

Superior Energy Management (“SEM™)

* SEM is able to access sales channel agents on acceptable contract terms;

e  Natural gas markets in Ontario and Britsh Columbia will continue to provide significant growth opportunities
for SEM; and

e The clectricity market in Ontario is expected to provide an additional growth opportunity for SEM.

Non-GAAP Measures

Distributable Cash Flow

Distributable cash flow of the Fund available for distrtbution to Unitholders is equal to cash generated from
operations adjusted for changes in non-cash working capital and natural gas and electricity customer acquisition
costs, less maintenance capital expenditures. Maintenance capital expenditures are equal to capital expenditures
incutred to maintain the capacity of Supetior’s operations and are deducted from the calculation of distributable
cash flow. Acquisitions and other capital expenditures incurred to expand the capacity of Superiot’s operations or
to increase its profitability (“growth capital”) are excluded from the calculation of distributable cash flow, The Fund
may deduct or include additdonal items to its calculation of distributable cash flow, these items would generally, but
not necessatily, be items of a non-recurring nawre, Distributable cash flow is the main performance measure used
by management and investors to evaluate the performance of the Fund and its businesses. Readers are cautioned
that distributable cash flow is not a defined performance measure under Canadian generally accepted accountng
principles (‘GAAP”), and that distributable cash flow cannot be assured. The Fund's calculation of distributable
cash flow, maintenance capital and growth capital may differ from similar calculadons used by comparable endties.
Operating distributable cash flow is distributable cash flow before corporate and interest expenses. [t is also a non-
GAAP measure and is used by management to assess the performance of the operating divisions.

Standardized Distributable Cash Flow

During 2007, the CICA published an interpredve release, Standardized Distributable Cash in Income Trusts and Gther
Flow-Through Entities: Guidance on Preparation and Disclosure, in order o provide its recommendations related to the
measurement and disclosute of cash available for distributions. The puidance was issued in an effort to improve the
consistency, comparability and transparency of the reporting of the measure commonly referred to as distributable
cash flow. Superior’s calculation of standardized distriburable cash flow is, in all material respects, in accordance
with the recommendations provided by the CICA.

Superior views the CICA recommendations as a positive step in providing stakcholders with meaningful
information, but consistent with the guidance provided by the CICA, Superior has determined that due to the
nature of Superior’s businesses, certain adjustments to standardized distributable cash flow are required to better
reflect the cash flow available to be distributed to Unitholders. Superior’s adjusted standardized distributable cash
flow is referred to as distributable cash flow and is unchanged from Superior’s previous definition or measurement
of distributable eash flow. Superior’s distribution policy is based on distributable cash flow on an annualized basis
and accordingly, the seasonality of Superior’s individual quarterly results must be assessed in the context of
annualized distributable cash flow. Adjusunents recorded by Superior as part of its caleulation of distributable cash
flow include, but are not limited to, the impact of the seasonality of Superior’s businesses, principally Superior
Propane, by adjusting for non-cash working capital items, thereby eliminating the impact of the timing between the
recognition and collecdon/payment of Superiot’s revenues and expenses, which can, from quarter to quarter, differ
significantly. Superior’s calculation also distinguishes between capital expenditures that are maintenance related and
those that are growth related, in addition to allowing for the proceeds received on the sale of certain capital items.
Adjustments are also made to reclassify the cash flows related to natural gas and electricity customer acquisition
costs in a manner consistent with the income statement recognition of these costs.
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EBITDA

EBITDA represents earnings before interest, taxes, depreciation and amortization calculated on 2 12 month trailing
basis giving pro forma effect to acquisitions and divestitures and is used by Supetior to calculate its debt covenants
and other credit information and is not a defined performance measure under GAAP, Superior’s calculation of
EBITDA may differ from similar calculations used by comparable endties.
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CORPORATE STRUCTURE

Superior Plus Income Fund

Superior Plus Income Fund (the “Fund”) is 2 limited purpose, unincorporated trust established under the
laws of the Province of Alberta by a Declaration of Trust made as of August 2, 1996, as amended and
restated most recently on September 30, 2006 (the “Declaration of Trust”). On February 26, 2003, the
name of the Fund was changed from Supetior Propane Income Fund to its current name. On October 7,
2003, the Declaradon of Trust was amended and restated in connection with the governance
reorganization (the “Governance Reorganization”) of the Fund, which included the elimination of
individual trustees and the appointment of Computershare Trust Company of Canada as trustee of the
Fund (“Computershare” or the “Trustee”). On September 30, 2006, the Fund was further reorganized
such that its business is now conducted by Superior LP and related entties rather than Superior Plus Inc.
(“Superior’”) and related entities (the “Reorganization”). See “General Development of the Fund - The
Reorganization™.

The head and registered office of the Fund is located at Suite 2820, 605 — 5% Avenue SW, Calgary,
Alberta T2P 3H5.

The Fund’s investments in Superior LP are comprised of 2,997 Class A limited and 3 Class B general
partnership units of Superior LP. The Fund’s investments in Superior LP are financed by trust unit equity
and 5.75% convertible unsecured subordinated debentures due December 31, 2012 and convertdble at
$36.00 per trust unit {the “5.75% Debentures”), and 5.85% convertible unsecured subordinated
debentures due October 31, 2015 and convertible at $31.25 per trust unit (the “5,85% Debentures”)
collectively, (the “Debentures”). The Fund distributes to holders of trust units of the Fund
(“Unitholders™), distributions received from its investment in Superior LP, after payment of Fund
expenses and interest payments to the holders of Debentures of the Fund (“Debentureholders™).

The Fund does not conduct active business operations, but rather, it distributes to Unitholders the
income it receives from Superior LP, net of expenses and interest payable on the Debentures. Pursuant to
the Declaration of Trust, the Fund is generally restricted to owning, investing in and transferring
securities of Superior LP and any other entties, including without limitation, bodies corporate,
partnerships ot trusts, temporatily holding cash and short-term investments, disposing of the assets of the
Fund, including without limitaton, any securities of Superior LP, issuing securities of the Fund,
borrowing funds and incurring indebtedness, making distributions and paying costs, fees and expenses of
the Fund.

Subject to certain limitatdons which require the approval of Unitholders or the board of directors of
Superior Plus Administration Inc. (the “Administrator”), the Declaration of Trust provides the Trustee
with full, absolute and exclusive power, control and authority over the assets and affairs of the Fund and
authorizes the Trustee to do all such acts and things as in its sole judgement and discretion are necessary
or incidental to carrying out the purposes of the Fund. See “Capital Structure — Trust Units and
Declaration of Trust”. However, the Trustee is party to the Amended and Restated Administration
Agreement dated September 30, 2006 with the Administrator, delegating broad power and authority to
the Administrator to effect the actual administraton of the dudes of the Trustee (the “Administraton
Agreement”). The Administration Agreement delegates to the Administrator, and by implication, its
board of directors, the exclusive authority to manage the operations and affairs of the Fund. In addidon,
the Administration Agreement provides the Administrator with a power of attorney to sign documents
on behalf of the Fund. As a result, the Administrator and its board of directors are responsible for
managing the affairs and operations of the Fund pursuant to the Administration Agreement.



Superior Plus LP

Superior LP was formed pursnant to a Partnership Agreement dated September 17, 2006 and a
Declaration filed under the Limited Partnerships Aet (Ontario) on September 19, 2006 with its initial general
partner being Superior. General Partner Limited and its initial limited partner being Superior. As a result
of the Reotganizaton, Supetior Plus Inc, (the “General Partner”) became the general partner and the
Fund the limited partner of Superior LP. Superior LP was established to carry on the propane
distribution business, the specialty chemicals business, the construction products distribution business
and the fixed-price energy services business, in addition to other related businesses and such other
businesses as the directors of the General Partner may determine, including all activities ancillary thereto,
The head and registered office of Supetior LP is located at Suite 2820, 605 — 5* Avenue SW, Calgary,
Alberta T2P 3H5.

The Administrator

Superior Plus Administration Inc., which is a wholly-owned subsidiary of the Fund, was incorporated on
August 22, 2006 pursuant to the Canada Business Corporations Aei and acts as the Administrator of the Fund
pursuant to the Administration Agreement. The head and registered office of the Administrator is located
at Suite 2820, 605 — 5t Avenue SW, Calgaty, Alberta T2P 3H5.

The General Partnetr

Superior Plus Inc., the general partner of Superior LP, was formed on September 30, 2006 pursuant to
the amalgamation of Superior MFC Inc. and Superior General Partner Limited under the Canada Business
Corporations Act which was completed as part of the Reorganization. The General Partner is 2 wholly-
owned subsidiary of the Administrator. The head and registered office of Superior is located at Suite
2820, 605 — 5 Avenue SW, Calgary, Alberta T2P 3HS5.

Inter-Corporate Relationships

The operations of Superior LP are comprised of four businesses:

the propane distribution business operating under the trade name “Superior Propane”;
the specialty chemicals business, operating under the trade name “ERCO Worldwide”;
the construction products distribution business, operating under the trade name “Winroc”; and

the fixed-price energy services business, operating under the trade name “Superior Energy
Management”.



The following is a diagram illustrating the structure of the Fund, Superior LP and their principal
subsidiaries as of March 10, 2008.

Debentureholders

Unitholders

Superior Plus
Income Fund

100% Superior Plus
Administration Inc.
99.9%
100%
Superior Plus
Inc. (GP)
0.1%

Supsrior Energy
Managsment Gas
P

Cperi; Plus LP

Superor Energy
Management
Electricity LP (V

Suparior Intemational Inc.

9% | 1%
Commegrcial E
L1 Industriat ERCO (Ghile) Superlar Plus DS
Limitdada & g "
Notes:
{1) Superior Plus LP and Superior Pius inc. indirecty own 99.9% and 0.01%, respectively, of Superior Energy Management Gas LP and
Suparior Enengy Management Electricity LP.
(2) Superior Plus US Holdings inc., a Delaware Corporation, has wholly-owned subsidiaries through which ERCO Worldwide and Winroc
conduct operations in the United Stales.
(3) A corporation incorperated pursiant to tha laws of Chile.
(4) Excapt whera otherwise noted,all corporations were Incorporated pursuant fo the laws of Canada and all limited partnerships have been

formed pursuant to the laws of Ontario.



GENERAL DEVELOPMENT OF THE FUND

Three Year History

The Fund's strategy includes adding value to Unitholders by developing and executing sound business
strategies in each of Superior LP's businesses while further expanding and diversifying such business
operations over time,

On February 2, 2005, Superior Propane closed the acquisidon of the business of Foster Energy
Corporation (“Foster Energy”), a wholesale marketer of natural gas liquids based in Calgary, Alberta for a
purchase price of approximately $25.6 million. Foster Energy operates under the trade name “Superior
Gas Liquids” and provides natural gas liquids wholesale marketing services, primarily to small and
medium sized propane retailers in the United States and Canada.

On April 11, 2005, Winroc closed the acquisidon of Leon’s Insulation Inc. and associated entities
(collectively, “Leon’s Insulation™) for $31.7 million on a debt-free basis, subject to certain adjustments. At
the time of its acquisidon, Leon’s Insuladon was Ontario’s largest distributor of drywall, insulation and
associated products.

On April 12, 2005, ERCO Wortldwide entered into an agreement to purchase and on June 7, 2005
acquired a chloralkali business located in Port Edwards, Wisconsin for $22.4 million on a debt-free basis.
At the dme, this business was the second largest producer of potassium products in North America,

On June 14, 2005, the Fund issued $175.0 million aggregate principal amount of 5.75% Debentures for
net proceeds of $167.6 million. The proceeds of the public offering were used to reduce indebtedness
under Superior’s credit facilities, which indebtedness was incurred in connection with four previous
business acquisitions and the construction of a sodium chlerate manufacturing plant in Chile.

On October 19, 2005, Superior Plus US Holdings Inc. (“Superior USA™), a wholly owned subsidiary of
Superior, completed the acquisidon of all of the issued and outstanding shares of JW Aluminum, on a
debt free basis, for a purchase price of $405.4 million pursuant to the terms of a stock purchase
agreement dated September 29, 2005. This acquisition further diversified Superior’s operations into the
specialty flat-rolled aluminum industry. In order to partally finance this acquisition, the Fund issued
approximately 6.2 million trust units and $75.0 million aggregate principal amount of 5.85% Debentures
on October 19, 2005 for net proceeds of approximately $223.2 million.

On March 3, 2006, Superior completed a 10-year, 3200.0 million 5.50% senior secured debt issue in the
Canadian public bond market. Proceeds were used to repay the JW Aluminum bank acquisition credit
facility and other revolving bank debt. On July 10, 2006, the $200.0 million senior secured debt was
retired as part of a refinancing undertaken in connection with the strategic plan.

On March 8, 2006, due to challenging business conditions at Superior Propane and ERCO Wotldwide,
the Fund reduced its monthly cash distribution level from $0.205 per trust unit to $0.185 per trust unit.

On April 24, 2006, the Fund initiated a comprehensive strategic review process designed to maximize
Unitholder value and reduced its monthly cash distribudon level from $0.185 per trust unir to $0.13 per
trust unit commencing with the May, 2006 distribution. The strategic review was commenced due to
weak first quarter results of Superior Propane predominandy caused by record warm weather conditions,
anticipated weakness in ERCO Worldwide over the medium term, as well as due to the reduction of the
Fund's monthly distribution and weakness in the market price of the trust units. A strategic review

-10 -



committee of the board of directors of Superior was formed and financial advisors were retained to assist
in the review.

On July 10, 2006, the Fund completed the strategic review process which considered a wide range of
alternatives for the Fund, and asserted a new strategy which included:

s  continuing as a diversified trust while focusing on stability of distributions with value growth
driven by the Fund's existing businesses;

e  disposing of the investment in JW Aluminum and using the proceeds to reduce debt levels and
focusing on the Canadian based businesses;

*  providing enhanced visibility, transparency and accountability of the Fund's businesses to its
investors;

®  lowering the average senior debt levels to 1.5 to 2.0 times EBITDA and average totat debt levels
to 2.5 to 3.0 dmes EBITDA;

¢ reducing the Fund's target payout ratio to 85% to 90% of distributable cash flow; and
e closing ERCO’s Bruderheim, Alberta sodium chlorate facility.

1In addition, the board of directors appointed Grant Billing as Chairman and Chief Executive Officer and
Wayne Bingham as Executive Vice-President and Chief Financial Officer of the Fund. The Fund also
restructured some of the debt of its subsidiaries to provide enhanced debt repayment flexibility and
announced its intention to complete the Reorganization.

On September 29, 2006, Superior Plus LP entered into an Assumption Agreement with Superior Plus
Inc. whereby Superior Plus LP assumed all liabilides relating to the Note Purchase Agreement, which was
originally entered into on October 29, 2003 for a total of US$160,000,000 consisting of US$10,000,000
Series A, 6.13% Senior Secured Notes due QOctober 29, 2013 and US$150,000,000 Series B, 6.62% Senior
Secured Notes due October 29, 2015,

On September 30, 2006, the Fund completed the Reorganization from a “trust over corporaton”
structure to a “trust over partnership” structure. Effective September 30, 2006, the business operations
previously carried on by Superior and its related subsidiaries were being conducted by Superior LP and its
related subsidiaries. See “General Development of the Fund - The Reorganization”,

On October 31, 2006, Federal Finance Minister Jim Flaherty (the “Finance Minister”) announced a
proposal to apply a tax at the trust level on distributions of certain income from publicly traded mutual
fund trusts at rates of tax comparable to the combined federal and provincial corporate tax and to treat
such distributions as dividends to the Unitholders. The Finance Minister said existing trusts would have a
four-year transition period and would not be subject to the new rules until 2011, (provided the Fund only
experiences “normal growth™ and no “undue expansion” before then). On June 22, 2007, Bill C-52
containing these rules received Royal Assent and became law.

On December 7, 2006, Superior Plus US Holdings Inc., a wholly owned subsidiary of Superior,
completed the disposition of all of the issued and outstanding shares of JW Aluminum, on 2 debt free
basis, for a purchase price of Cdn $356.1 million pursuant to the terms of a stock purchase agreement
dated November 8, 2006 (the “Stock Purchase Agreement”) among Superior USA, Palmetto Holdings
Inc. (an entity affiliate with Wellspring Capital Management LLC) and JW Aluminum Holding Company.
The Stock Purchase Agreement contained customary terms, conditions, representations, warrantes and
covenants for a transaction of this nature and was subject to receipt of all other necessary approvals
which were subsequently obtained or waived. This disposition was a result of the Fund’s strategic plan
adopted in July, 2006. Proceeds from the sale were used to repay debt.
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During 2007, the Fund reorganized the SEM business into two separate operating structures, one to carry
on SEM's existing retail gas marketing business and the other to carry on SEM's new retail electricity
matketing business in Ontario. Superior Energy Management Gas LP, an Ontario limited partnership
indirectly owned by Superior LP and Supetior which was formed to carry on the gas marketing business,
entered into a 5 year supply agreement with Constellation Energy Commodities Group Inc. for the supply
of gas for all new retail contracts and renewals of all existing retail contracts in connection with the
reorganization. Superior Energy Management Electricity LP, an Ontario limited partnership indirectly
owned by Superior LP and Superior which was formed to carry on the new retail electricity business,
entered into a 3 year supply agreemnent with Bruce Power LP, Ontario’s largest independent electricity
generator, for the supply of electricity for all retail electricity contracts. This reorganization secured long
term supply of the commodities marketed by SEM and structurally separated the business from the
remainder of Superior LP's businesses, providing Superior LP with additional financial flexibility. In
addition, on May 1, 2007, SEM, through Superior Energy Management Gas LP, entered into the British
Columbia residential gas market.

On June 28, 2007, Superior Plus LP and Superior Plus US Holdings Inc. entered into a $535 million
syndicated Credit Agreement with the option to expand up to CDN$600 million. The facility is a secured
three year revolving term credit facility extendible annually. On October 25, 2007, Superior Plus LP and
Superior Plus US Holdings entered into an Amended and Restated Credit Agreement whereby the
syndicated credit facility was increased to $595 million.

On August 8, 2007, the Fund announced that ERCO Worldwide would be converting its Port Edwards,
Wisconsin chloralkali facility from mercury based technology to membrane technology. The project
maintains the facility’s ability to produce both sodium and potassium products, provides increased
production capacity of approximately 30%, provides a significant extension of the plant life and enhances
the efficiency of ERCO’s use of electrical energy. The cost of the conversion is estimated to be US395
million.

On November 5, 2007, the Fund redeemed all the outstanding Seties 2 8% extendible convertible
unsecured subordinated debentures due November 1, 2008. The aggregate amount of the outstanding
debentutes was approximately $59,000,000.

The Reorganization

The Reorganization, which was completed on September 30, 2006, was an internal reorganization of the
subsidiaries of the Fund and was undertaken to restructure the manner in which the Fund held its interest
in its assets. The Reorganization did not include the acquisition of any additional intetest in any operating
assets or the disposition of any of the Fund’s existing interests in operating assets. Immediately following
completion of the Reorganization, Unitholders held the same number of trust units and the Fund
continued to own, directly and indirecty, the same proportionate interest in its assets that it held
immediately prior to the effective time of the Reorganization.

The Reorganization created a “flow-through” structure for Canadian tax purposes which resulted in the
activities carried on by Superior being cartied on by Superior LP and distributions from the Superior LP
being taxed under the Income Tax Act (Canada) (the “Tax Act”) at the Unitholder level.

In connection with the Reorganization, the Fund received an advanced tax ruling from the Canada
Revenue Agency (“CRA”) dated August 16, 2006 (as supplemented by letter from the CRA dated August
18, 2006) confirming the anticipated tax consequences of the Reorganization which tax consequences
were summarized in the information circular describing the Reorganization.
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The results of the Reorganization are as follows: ‘

(a) the Fund directly owns a 99.9% limited partnershlp interest in Superior LP, whlchl holds the
Canadian operating assets, equity in the various operating entities previously owned dlrectly or
indirectly by Superior and US$140 million subordinated notes of Superior Plus U. S Holdings
Inc;

|

(b) the Declaration of Trust was amended to give effect to the Reorganizarion, to teﬂect the
different organizational structure of the Fund resulting from the Reorgamzauon, |to update
certain provisions to reflect current income trust practices and to largely preserve, in modified
form, the governance policies and practices in place for the benefit of Unitholders prior to the
Reorganization; and

© the Administrator was created to administer the Fund pursuant to the Administration Agreement
and Superior became the General Partner to carry on the business of the newly formed
partnership, Superior LP pursuant to the Partnership Agreement. The boards of directors of the
Administrator and the General Partner consist of the same members as the board of directors of
Superior immediately prior to the Reorganization. The governance policies and practices of the
Fund in place for the benefit of Unitholders prior to the Reorganization, including those of the
Audit Committee, the Governance and Nominating Committee and the Compensation
Committee of the Fund, were revised to reflect the introduction of separate legal entities acting
as administrator of the Fund and general partner of Superior LP, without any derogation in the
benefits and protections to Unitholders.

SUPERIOR LP’S OPERATIONS

Superior LP strives to generate stable cash flows and distributions and achieve long-term value-based
growth driven from its existing Canadian based businesses.

Superior LP through its businesses, is engaged in the distribution and retail marketing of propane, related
products and services, and provides natural gas liquids wholesale marketing services; the production and
sale of specialty chemicals and related technology; construction products distribution; and the ‘marketing
of fixed-price enetgy services.

Superior LP’s corporate office acts as strategic capital manager for the overall portfolio of Superior’s
assets. As such, the corporate office is focused on strategy execution, capital allocation, risk management
and succession planning. The corporate office is comprised of 12 employees including executive
management, treasury, tax, financial reporting, business development, business compliance and oversight,
investor relations and corporate secretarial functions.

Since operational management is key, there is an experienced and strong management team in place at
each business. Management at this level is compensated to maintain and grow the distributable cash flow
generated by their business over time.

Superior’s operations are composed of four different businesses. The graph below details the

composition of the Fund’s operating distributable cash flow by business for the 12 month period ended
December 31, 2007.
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44% Superior Propane:
Propane distribution

35% ERCO Worldwide:

Specialty chemicals
15% Winroc:
Construction products distribution

6%  Superior Energy Management:
Fixed price energy services

Geographically, for the year ended December 31, 2007, consolidated revenues from customers were
derived: 832% from Canada, 15% from United States, and 3% from other countries.



Superior i

Superior Propane, head-quartered in Calgary, Alberta, began operations in 1951. It is engaged primarily in
the distribution and retail sales of propane, refined fuels, propane consuming appliances and related
services in Canada. In addidon, it provides value-added natural gas liquids wholesale marketing services,
primarily to small and medium sized propane retailers in the United States and Canada. '

Product

!
Propane is extracted from nawural gas during production and processing and from crude oil dunng the
refining process. As propane is colourless and odoutless, an odorant is added to facilitate its detection.

Propane, like natural gas, is a non-toxic clean burning and efficient energy source but unlike natural gas
can be compressed at low pressures into liquid form. As a liquid, propane is easily transported by truck or
rail and can be stored in propane tanks and cylinders, When the pressure is reduced, the liquid propane
becomes a gas which is ignited and burned to create energy for many different uses.

1

Competitive Conditions

Key competitive factors across Superior Propane include selling prices, service levels, cost efficiencies,
logistical capability and competition from other sources of energy. i

Superior Propane through its 1,730 employees and 170 operating locations, serves customers from coast
to coast actoss Canada. Superior Propane is Canada’s largest national retailer with an estimated 50% of
the total estimated propane retail market. Superior Propane competes in a highly fragmented industry
with approximately 200 local and regional propane retailers across Canada. Proparie distribution is a local,
relationship based, business in which Superior Propane competes for market share based on price and
level of service.

The retail propane industry in Canada is mature, representing less than 2% of Canada’s total energy
consumption. Propane competes with other energy sources such as natural gas, fuel oil, electnmty and
wood for traditional uses, and gasoline and other alternative fuels for transportation uses. In Canada, the
cheapest source of heating fuel is predominately natural gas. Where natural gas is available, propane can
be used as a portable fuel and a standby fuel for peak period requirements in industrial applications. In
areas where natural gas is not available, propane is an alternative due to its portability. Propane is
generally less expensive than electricity but more expensive than fuel oil on a heat content basis
depending upon regional market conditions. However, the cleanliness, versadlity and operating
efficiencies of propane make it compettive with fuel oil for heating purposes.

Business Operations

Superior Propane operates in six geographical market regions, which are managed by general managers,
The general managers have direct responsibility for several territories including satellite operations,
customers, administration and the overall profitability of their geographic business units, Superior
Propane’s 45 larger territory centres, are typically located in a rural, industrial or commercial setting on
two to five acre parcels of land with propane storage tanks, a cylinder dock, surplus land to store a
working supply of customer tanks and cylinders, truck parking, warehouse space for rental equipment,
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appliance, materials and supplies inventoties, an office and an appliance show room. These territory
locadons are supplemented by 125 satellite and storage yards.

The satellite and storage yards are strategically located close to customers to minimize distributon costs
and enhance security of supply, particulatly during peak winter demand periods when road conditions
may be poor and can interrupt efficient distribution. The operating area is generally limited to a radius of
80 to 150 kilometres around branch or satellite locations, depending on the nature of the customer base
and local road infrastructure. Under Superior Propane’s business structure, each territory maintains a local
presence through a terrtory office. Teams are responsible for managing their local business and pursuing
local opportunites. The territory centres are supported by six regional operating centres and three sales
and administration centres. The regional operating centres for each market region are located in
Moncton, New Brunswick, Ste Catherines, Quebec, Guelph, Ontario, Winnipeg, Manitoba, Calgary,
Alberta and Coquitlam, British Columbia. The sales and administration centres are located in Dartmouth,
Nova Scotia, Laval, Quebec and Thunder Bay, Ontario. The regional operating centers assist existing
customers with fuel orders and service requests. The sales and administration centres assist new
customers with opening an account and existing customers with general inquiries, billing inquiries and
credit and collection issues. The territory centres are further supported by services provided by Superior
Propane’s national office including, propane supply and transportation, invoicing, credit and collections,
business systems and marketing. Superior Propane operates from and stores product at 116 owned and
87 locations that are leased from third parties under normal course operating leases. See Note 18() to the
2007 Annual Consolidated Financial Statements of the Fund.

Superior Propane has historically provided value added services to customers as an integral component of
its core propane distribudon business. In 2007, Superior Propane started to strategically segregate these
service offerings into a separately managed segment. It aims to develop this into a separate profitable
segment with an expanded offering of services to customers who buy propane as well as customers who
purchase services only. The services provided include the supply, installation and repair of equipment
and appliances as well as warranty and preventative maintenance programs for installed equipment and
appliances. These services improve Superior Propane’s ability to retain customers by providing them
with a comprehensive propane supply and maintenance solution.

Distribution of Refined Fuel Products

Superior PetroFuels offers a variety of fuels and lubricants to commercial, industrial, agricultural and
residendal customers throughout Southwestern Ontario. This business allows Superior Propane to apply
its rural energy presence and experience in propanc distribution to the fuels and lubricants market.

Natural Gas Liquids Wholesale Marketing

Superior Gas Liquids, which operates within Superior Propane, offers value-added natural gas liquids
wholesale marketing services, primarily to small and medium sized propane retailers in the United States
and Canada. It provides transportation, storage, risk management, supply and logistcs services with
annual sales volumes of approximately 2.1 billion litres with over 85 counterpartes.

Sales and Marketing

Superior Propane primarily sells propane and related products and services to the residential, commercial,
agricultural, industrial and automotive customer markets. Approximately 50% of Superior Propane’s sales
volumes are related to heatng related applicadons and 50% are related to economic activity levels.
However, approximately 80% of Superior Propane’s annual cash flows are typically generated in the
October to March winter heating season. A detailed analysis of sales volumes and gross profit is
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provided in the Supetior Propane section of the Annual Management’s Discussion and Analysis
contained in the Fund’s 2007 Annual Report.

Residential/Commercial: In these markets, propane is consumed primarily in areas where natural gas is
not readily available. It is used for space heating, water and pool heating, cooking, refrigeration, laundry
and off grid electrical generation. Consumpton in these markets is sensitive to winter weather conditions.
In addidon, residential consumption is dependent on product costs, while commercial consumption
vaties with economic activity levels.

Agricultural: In the agricultural market, propane is used for space heating, for brooding and greenhouse
operatons, grain drying, and tobacco curing and weed control. The agricultural business is extremely
competitive, particularly as natural gas availability expands in rural markets. Propane demand for crop
drying depends on weathet conditons and crop values. (

Industrial: Industrial usage includes forklift truck, welding, resale agent, constructon and roofing
markets, process heating and heat treatment for manufacturing, forestry, mining and fuel for internal
combustion engines that drive oil pumpjacks in Western Canada. Industrial demand is generally tied to
economic activity levels. :

Automotive: In the automotive market, propane is used as a transportation fuel, particularly for public
and private fleets and other large volume users. Engine technology has outpaced propane conversion
technology, limiting the ability to convert new vehicles to propane. Propane vehicle emissions are low in
greenhouse gas emissions and other pollutants that contribute to ground level ozone and respiratory
health problems. Auto propane has the potential to make a significant contribution to Canada’s
greenhouse gas emission performance. However, the demand is expected to continue to decline in the
medium term at an estimated rate of 10 to 15 percent per year, although original equipment vehicle
manufacturers have re-introduced limited propane vehicle offerings.

Propane Pricing

Pricing to customers is primarily based on a margin above product and transportation costs. There are
minor delays that affect retail margins as price changes from producers may not be immediately passed
through to customers, When the wholesale price of propane increases, the retail gross margins tend to
erode in the short-term as it takes more time to pass on all of the price increases to the customers.
Conversely, when wholesale prices decrease, retail gross margins and profitability tend to increase.

Increases or decreases in retail prices can have an immediate and direct impact on competitors and
customer demand. Propane margins vary between end-use applications and geographic segments.
Customer pricing is managed at the corporate, regional and local market level and reflects local
marketplace and alternate fuel cost conditions. Factors contributing to the consumer’s buying decision
include: reliability of supply, long-term availability, price, fuel quality, convenience, portability, storage
requirements, available space, capital cost, equipment efficiency and the supplier’s local presence and
service reputation in the community.

Supply and Storage

An estimated 11 billion litres of propane are produced in Canada annually of which about 4 billion litres
are consumed domesdeally in the energy and petro-chemical feedstock markets and the balance is
exported to the United States. Approximately 85% of the propane produced in Canada is extracted from
natural gas during gas processing operations at field plants or at large straddle plants located on the major
natural gas trunk line systems. Extraction from crude oil occurring during the refining process accounts
for the remaining 15% of propane produced. Superiot’s retail propane supply is currently purchased from
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approximately 26 propane producers across Canada. Propane is purchased mainly under annual contracts,
negotiated and administered by Supetior Gas Liquids, with pricing arrangements based on industry
posted prices at the time of delivery. Superior Propane arranges propane supply to be provided at
multiple supply points in order to match supply to where the customer demand is located. Some of
Superior Propane’s supply contracts provide it with the ongoing option to increase or decrease its
monthly volume of supply and thereby provide flexibility to meet fluctuating demand requirements.
Propane supply from Supetior Propane’s various suppliers has, historically, been readily available because
of the substantal surplus of propane in Canada and the relationship Superior Propane typically enjoys
with its principal suppliers.

Superior Propane’s supply contract year ends March 31, 2008. Approximately 80% of Superiot Propane’s
annual propane requirement is supplied by the following major suppliers, each of which supplies
approximately 10% or more of Superior Propane’s annual propane requirement:

o BP Canada Energy Resources Company (The single largest propane producer in Canada,
which has supplied Superior Propane for over ten years.)

o  Spectra Energy Limited

o Shell Canada Limited

@ Keyera Energy Partnership
o Provident Energy Trust

o  Ultramar Ltd.

Approximately 20 other producer/suppliers supply the remaining 20% of Superior Propane’s annual
propane requirement. None of these suppliers individually supply more than 10% of Superior Propane’s
annual propane requirement. Superior Propane renews its supply contracts annually.

Superior Propane leases approximately 100 million litres of combined underground propane storage
capacity in Marysville, Michigan, Mt. Belvieu, Texas, Conway, Kansas, Regina, Saskatchewan and in Fort
Saskatchewan, Alberta, primarily to secure supply for its fixed-price customer offerings and to enhance
security of supply and distribution capacity in petiods of supply disruption and high demand in the winter
season. The storage lease agreements expire between March 31, 2008 and March 31, 2012. Superior
Propane intends to lease annual storage capacity at Fort Saskatchewan, Regina, Sarnia, Marysville,
Conway and Mt. Belvien to cover its growing regional demands and will only enter into long-term storage
contracts if it is economically advantageous to do so. Superior Gas Liquids utilizes approximately 25
ptopane suppliers as well as numerous short-term storage positions to service its wholesale customers in
North America. In order to sadsfy customer needs and take advantage of opportunities, Superior Gas
Liquids will enter into short term forward purchase sale agreements.

Transportation

Primary Distribution

Primary transportation is the delivery of propane from product supply points to Superior Propane’s
territory and satellite locations or storage yards and to certain large volume customers. Road cargo liners
and pressurized railcars are the two primary transportation modes. The capacides of the cargo liners vary
from 35,000 to 65,000 litres per trailer. Railcars carry approximately 115,000 litres per car. Superior
Propane’s cargo liner requirements are provided by third party carriers.

Approximately 25% of Superior’s supply is transported by rail. Superior Propane leases 162 railcars to
provide approximately 25% of its rail transportation requirements. Railcar lease agreements typically have
a three year term. The remainder is transported in railcars provided by propane suppliers in conjunction
with their annual propane supply contract obligations to Superior Propane.
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Secondary Distribution

Secondary distribution is the delivery of propane and refined fuels and lubricants from Supetior
Propane’s territory and satellite locations, and storage yards to its customers. Superior Propane operates a
fleet of owned and leased trucks to transport the propane, refined fuels and lubricants it sells. Superior
has implemented a leasing program to accelerate the renewal of its fleet of bulk trucks in 2007 and 2008.
Lease arrangements are available at competitive rates and provide savings in maintenance and operating
expenses over time. Newer, more reliable vehicles and a better matching of truck size to delivery type
should improve employee productivity, fleet reliability, safety and customer service. Propane is delivered
in bulk and in pressurized cylinders. Refined fuels and lubricants are also transported and sold in bulk
volumes. Superior Propane employs full-time, part-time and seasonal drivers who assist with deliveries
during the peak winter demand periods. It operates 352 pressurized bulk delivery trucks that vary in load
capacity from 13,000 litres to 32,000 litres, eight refined fuel and lubricant bulk delivery trucks with load
capacities of 10,000 to 25,000 litres and 94 cylinder trucks with boxes that vary in length from 12 feet to
26 feet. It also operates 34 tractors and 34 pressurized trailers, which have capacities ranging from 25,000
litres to 54,000 liwes for secondary distribution use. Addidonally, it operates 50 crane trucks and 287
service vehicles. At December 31, 2007, 69% of the vehicles described above were owned by Superior
Propane while the remaining 31% were leased under operating leases.

Employee and Labour Relations

As at December 31, 2007, Superior Propane had 1530 regular and 200 part-time employees.
Approximately 390 of its employees are unionized through provincial or regional certificatdons in British
Columbia/Yukon, Manitoba and Quebec. There are four union agreements, with expiry dates ranging
from April 30, 2008 to December 31, 2010. Collective bargaining agreements are renegotiated in the
normal course of business.

Environmental, Safety and Regulatory

Superior Propane through its health and safety and environment management system, ensures safety
practices and regulatory compliance are an important part of its business. The storage and transfer of
propane has limited impact on the environment as there is limited impact to soil or water when propane
is released, because it disperses into the atmosphere.

Superior Propane has customer, technical, occupational health and safety and fleet support
representatives operating nationally which support its regional and local operations. They are responsible
for providing market area personnel with emergency response support services, inspections, advice and
training in an effort to ensure that facilities and equipment are maintained and operated safely and in
compliance with corporate and regulatory standards. They also provide support to the field operations in
the design, construction and inspection of large scale customer installations.

Trademarks, Trade Names and Service Marks

Superior Propane owns all the right, ttle and interest in the "Supertor Propane” ("Supetieur” in French)
trade name, related design and other trademarks, registered or acquired at various times over the years
and relating to specific programs or services provided by Superior Propane or to marketing activities of
Superior Propane. Superior Propane’s trademarks are significant as they provide it with ownership of the
names, designs and logos associated with its business which are recognizable to the public and useful in
developing and maintaining brand loyalty. The duration of each of the trademarks is 15 years from the
date they were first registered subject to renewals for further 15 year periods.
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Financial Information

For selected historical financial information for the past five years, see “Selected Historical Information —
Superior Propane”.

Capital Expenditures

Capital expenditures for Supetior Propane for the past five years were as follows:

Years ended December 31

(millions of dollars) 2007 2006 2005 2004 2003
Maintenance capital 4.1 5.2 7.4 7.4 6.5
Proceeds on dispositions® 4.3 (5.5) (4.6) (1.8) (3.00
Maintenance capital expenditures, net (0.2) 0.3) 2.8 5.6 3.5
Other capital expenditures 0.4 - 2750 4.2 0.7
Other capital proceeds - - - - (1.0
Other capital expenditures, net 0.4 - 27.5 4.2 (0.3}
0.2 (0.3) 303 9.8 32

M The assets of Superior Gas Liquids wete acquired on February 2, 2005 for $25.6 million.
@ Includes sale of surplus properties.
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ERCO Worldwide

A division of Superior Plus LP

ERCO Wortldwide is a leading provider of specialty chemicals and related technology. The business,
which is headquartered in Toronto, Ontario, has been operating since the late 1890s.

Product

ERCO Worldwide is a manufacturer of sodium chlotate, sodium chlorite, chlorine, caustic soda,
hydrochloric acid, potassium hydroxide, potassium carbonate and produces hydrogen as a by-product to
the electrolysis processes. It owns and operates eight production facilides across North America and one
in Chile. In addition, ERCO provides chlorine dioxide generators and related technology to pulp and
paper customers wotldwide. Chlorine dioxide generators use sodium chlorate as the ptimary feedstock in
the production of chlorine dioxide, an environmentally preferred bleaching agent used in the production
of bleached pulp for paper.

Competitive Conditions

Key competitive factors across its business include selling prices; cost efficiencies; product quality;
logistical capability; reliability of supply; technical expertise and service.

ERCO Worldwide is the second largest producer of sodium chlorate in North America and third
wotldwide with an estimated production capacity of 25% and 17%, respectively. The sodium chlorate
industry is consolidated with the four larpest producers comprsing apptoximately 88% and 78% of
estimated North American and global merchant market capacity, respectively.

ERCO Worldwide’s patented chlorine dioxide generators and related technology are installed in the
majority of pulp and paper mills worldwide. Chlorine dioxide is the basis for elemental chlorine free
(“ECF”) bleaching. ECF bleaching is considered to be the best available technology for the production of
bleached pulp for paper around the world.

In the sodium chlorate business, ERCO Worldwide (17%) competes primarily with three other
companies on a worldwide basis with respect to estimated producton capacity, Eka Chemicals (“Eka™)
(29%), Canexus Income Fund {“Canexus”) (16%) and Kemira Group (“Kemira™) (16%). Only ERCO
Worldwide and Eka also provide related chlotine dioxide generators. By providing generator technology
and services in addidon to chemicals, ERCO Worldwide is able to establish strong, long-term
relationships with customers and gains an indepth forward view on market developments.

ERCO Worldwide is the third largest producer of potassium/chloralkali products in North America and
has a strong competitive position. In the potassium hydroxide (caustic potash) business, ERCO
Wotldwide (17%) competes with three other companies in North America based on production capacity,
Basic Chemicals (Occidental Chemical) (49%), Olin Corporation (24%) and ASHTA Chemicals Inc.
(10%).

Potassium hydroxide is also converted to potassium carbonate and ERCO has an estimated 30% of the
North American potassium carbonate production capacity. It competes with one other producer, Armand
Products Company, a joint venture between Oxy Chem and Church & Dwight, and a marketer, ASHTA
Chemicals Inc.
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The five companies that account for approximately 79% of total North American chloralkali production
capacity are the Dow Chemical Company (29%), Occidental Chemical Corporation (20%), PPG
Industdes (12%), Olin Corpotation (12%) and Formsa Plastics Corporation (6%). Chlorine production by
Dow Chemical Corporation and Formosa Plastics Corporation is integrated into their chlorine derivatives
production, and chlorine production from Occidental Chemical Corporation, PPG Industries and Olin
Corporation is partially integrated, with all three participating in significant merchant market sales. Most
caustic soda production in North America is sold into the merchant domestic and export markets.

ERCO Worldwide is a regional competitor in the chloralkali business in western Canada and the U.S.
Midwest. Its total production capacity represents less than 1% of North American chloralkali production

capacity.

Business Operations

ERCO Worldwide’s operations have become increasingly more diversified with the acquisition of the
Port Edwards, Wisconsin chloralkali/potassium facility in June 2005 and the completion of the sodium
chlorate plant in Chile in September 2006, reducing its dependency on the North American pulp and
paper industry.

For the year ended December 31, 2007, global sodium chlorate, sodium chlorite and technology related
sales represented 74% of ERCO’s revenue. Chloralkali products in total represented 26% of revenue with
potassium products representing 36% of total chloralkali revenue. Geographically, 37% of revenue is

derived from customers in Canada, 47% from the United States and 16% from outside North America.

The following chart provides a detailed overview of ERCO Wotldwide’s business operations:

Product Line
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2007
Revenue

Market
Structure

Product
Fundamentals

Technology
Capability

Revenue
Diversification

Operating
Efficiency

Sodium 74% Leader in s Mature to » Leading global ¢ 67% Chemical + Competitive cost
Chlorate, related its market declining in installer of Sales position in North
chlorine dioxide North America chlorine dioxide |, 70, Technology America
technology and o Growi generators « 7 plants and abili
Sodium Chlorite rowing  More than 50 plants and ability
globally . Fgﬁg}{'rs customers o rarr:ip produc?tll?]n
iy ? up or down quc|
’ Lmil:::g in technology * Largest customer exl:ab]es cent?—alizeg
F 9 enables represents 6% of production
z;;:z?t;f 0% oplimization of total ERCO Sales management and
utilization customer industry leading
chlorine dioxide operational
generator process flexibility
+ 199 patents
Chloralkali: 16% Leader in  Stable regional | » Membrane and  |e More than 100 » Average cost
Sodium regional demand mercury grade customers structure, supported
Product.? \Cveste‘;': ) supported by caustic soda » Largest customer by transporlatiqn
U] Caust?c Soda Uaéla an robust. North is less than 3% of cos.t advantage in
e Chlorine _ S Al_nc_:nca.n total ERCO Sales regional markets
s Hydrochloric Midwest pricing o Port Edwards
acid markets environment product flexibility
facilitates profit
optimization
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Production Facilities |

ERCO Worldwide’s producdon faciliies use simple and safe manufacturing processes and are located
close to major rail terminals and reliable supplies of raw materials. Electrical energy costs generally
represent 70-85% and salt approximately 10% of the variable costs of producing sodium chlorate. For
chloralkali/potassium products, electrical energy generally represents 32% and potash |represents
approximately 58% of variable costs for producing potassium products. ¢

!
In response to significant medium-term challenges experienced by the North American pulp land paper
industry during 2006, resulting in reduced regional sodium chlorate demand and the impact of high
electricity costs and foreign exchange on its operations, ERCO Worldwide closed its higher cbst 48,000
metric tonnes (“MT”} annual capacity sodium chlorate facility in Thunder Bay, Ontartio in 1"1p1:ilI 2006, and
its 80,000 MT Brudetheim, Alberta facility in October 2006, thereby improving the utilization of its
remaining six sodium chlorate plants in North America with total annual production capacity of
approximately 447,000 MT. .
Internationally, ERCO Wotldwide designed and oversaw construction of a 55,000 MT faci]jt'y in Chile.
The facility commenced production in September 2006, taking advantage of cont]nued growth
opportunities in lower pulp and paper cost producing regions of South America. This bnngs ERCO’s

total annual sodium chlorate production capacity to approximately 502,000 MT. !

1

ERCO’s annual sodium chlorite capacity is 8,600 MT and its annual chloralkali capacity as stated in
electrochemucal units (*“ECUs"™) is 106,000 MT. ‘
\

In August 2007, ERCO announced the approval of spending USD$95 million to convert its Port
Edwards, Wisconsin potassium chloralkali facility from a mercury based process to membrane
technology. The project provides significant improvement in process efficiency and capacity Ls expected
to be increased by approximately 30%. The start-up of the new state of the art technology is projected
for the last half of 2009, pending the completion of the permitting process. ERCO is in compliance with
existing regulations related to production based on mercury technology. !

The chart below provides a summary of ERCO Worldwide’s production facilities:
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Production

Capacity
Facili - {MT/Year Transportation
Buckingham, Sodium Chlorate 125,000 | Regulated Rail and truck
Quebec Sodium Chlorite 3,600 { Hydro Quebec
North Vancouver, Regulated truck, rail and
British Columbia | Sodium Chlorate 92,000 | BC Hydro o¢ean barges
Grande Prairie, Deregulated Rail, truck and pipeline
Alberta Sodium Chlorate 50,000 | Fixed-price PPA
Expiry: Dec, 2017

Saskatoon, Sodium Chlorate 40,000 | Regulated
Saskatchewan Chlorine 35,000 | Sask Hydro Rail and truck

Caustic Soda 39,200 dry

Hydrochloric acid 22,000 dry
Hargrave, Regulated Rail
Manitoba Sodium Chlorate 40,000 | Manitoba Hydro
Thunder Bay,
Ontario Sodium Chlorite 5.000 | N/A Rail
Valdosta, Sodium Chlorate 100,000 | Regulated Rail
Georgia Georgia Power

Chlorine 71,000 | Regulated Rail and Truck
Port Edwards, Caustic Soda 79.400 dry | Energy
Wisconsin Hydrochloric Acid 33,000 dry | Wisconsin Power & Light

Potassium Hydroxide 75,000 dry

Potassium Carbonate 22,700
Mininco, Provided by Liguids piped to adjacent CMPC mills;
IX Region, Chile | Sodium Chlorate 55,000 | CMPC some products trucked to cuslomers
Products

Sodium Chlorate

General Overview: Sodium chlorate is an inorganic chemical manufactured through the electrolysis of
brine. Sodium chlorate is primarily used to produce chlorine dioxide, an environmental preferred
bleaching agent used in the production of bleached pulp for paper. ERCO Worldwide is one of two
suppliers in the wotld to offer patented chlorine dioxide generator technology to the pulp and paper
industry as well as the primary raw material (sodium chlorate). Sodium chlorate is an essential ingredient
in pulp bleaching and accounts for approximately 5% ot less of the cash cost to manufacture bleached
pulp. A minor amount of sodium chlorate is also uvsed in the production of agticulture herbicides and
defoliants and other industrial applications.

The market for sodium chlorate in North America is estimated at 1.8 million MT and the world market at
3.3 million MT. The demand for sodium chlorate in North America is mature and further growth is
expected from developing economic regions of the world, particularly the Asia Pacific and South
American regions, as they increase their paper consumption and adopt more stringent environmental
standards. North American bleached pulp producers continue to experience global competitive pressures
as a result of increased fibre and energy costs and the impact of foreign exchange rates, which resulted in
an acceleraton of mill closures in 2006, reducing demand for sodium chlorate in North America.
Increasingly, new world scale pulp mills locate and/or expand production capacity in off-shore regions
with significant access to low cost, renewable wood fibre, relatively stable energy supply and supportive
government policies. Given the large size of these projects and the transportation challenges experienced
in the South American and Asia Pacific markets, these customers prefer to have sodium chlorate facilities
constructed in close proximity to their pulp and paper mills and captive to their requirements. During
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2006, ERCO Worldwide constructed and commenced operations of its 55,000 MT facility in Chile to
exclusively supply three existing mills owned by CMPC Celulosa S.A. ("CMPC”} over a|long-term
arrangement. ERCO continues to evaluate similar growth opportunities in these expanding markets.

During 2007, the two North American fibre-lines that had closed in 2006 were restarted durir'lg the first
quarter. However by the end of the third quarter two different fibre-lines were closed resulting in an
overall reduction in demand for sodium chlorate of approximately 13,000 MT/yr. Softwood and
hardwood pulp prices continued to increase during 2007 as a result of strong demand and a weakening
United States dollar.

Production Process: As electrical energy costs generally represent 70% - 85% of the variab le costs of
manufacturing sodium chlorate, ERCO’s ability to manage its North American customer demand with
production from its six geographically diverse sodium chlorate plants facilitates efficient and cost effective
supply to its customer base.

An electrochemical process using salt, water and electricity as the primary raw materials! which is
summarized in the diagram below, produces sodium chlorate. Salt is dissolved in water and the solution,
known as saturated brine, is fed through a series of electrolytic cells used to conduct direct electrical
current. The chlorine ions in the brine form chlorine gas. The chlorine gas mixes and reacts further with
the brine to form sodium chlorate in solution. The hydrogen atoms separate from the water|molecules
and form hydrogen gas.

A co-product, hydrogen gas, is produced in the electrolytic cells and is purified. Some of the hydrogen gas
is then fed to boilers where it is burned as fuel to produce steam for process heating. The hydrogen gas
that is not required for fuel can be vented, sold or used as fuel for other applications.

Hydrogen
Treatment
Chemicals Heat Scrubbers Water
! i Hydrogen i
Salt '_ T
[ - i
Bri Crystalizatio
ne Electrotysis rys n !
Preparation Process \
Water l }
r
| ﬂ |
Waste Electrical Railcars I
Energy Transport Truck i

The sodium chlorate soludon produced is treated and filtered to remove impurities and crystallized by
removing excess water. Once cooled, the final product resembles a white crystal that is transported to
customers by rail car, truck, pipeline or is bagged and shipped to international customers. ERCO
Worldwide exports sodium chlorate from its Vancouver, British Columbia production facility, ;

Chlorine Dioxide Generators ‘

|
ERCO Worldwide is the largest worldwide supplier of modern chlorine dioxide gcncrat&rs which

convert sodium chlorate into chlorine dioxide. Chlorine dioxide bleaching is recognized world“'nde as the
best available technology in the production of bleached pulp for paper. These generators, w}uch are sold
under the ERCO™ brand name, are designed and engineered for pulp mills to meet their spcc1ﬁc needs

L

|
|
|
!
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for size, technology, pulping conditions, desired whiteness and strength of the final bleached product.
ERCO Worldwide provides engineering, design, equipment specification, equipment procurement, on-
site technical assistance and operator training and plant start-up services. The business, which licenses its
technology to its customers, also provides ongoing technical support services and spare parts. Each mill
that uses chlorine dioxide as a bleaching agent requires ar least one chlorine dioxide generator. Revenues
from the sale of chlorine dioxide generators are received as the generators are constructed at customer
sites.

The ERCO Smarts™ product provides customers with an advanced automation software package that
optimizes the operating efficiency of the chlorine dioxide generator. Nine customers currently use this

program, and two other customers are implementing the ERCO Smarts™ package.
Sodium Chiorite

Sodium chlorite is used as a feedstock in the production of chlorine dioxide in smaller scale operatons, a
disinfectant for municipal water treatment, industrial process applications and as a biocide/disinfectant
for food processing and sanitization as well as other industrial applications. The primary feedstock for
sodium chlorite is sodium chlorate. ERCO Wotldwide currently produces sodium chlorite at its plants
located in Buckingham, Quebec and Thunder Bay, Ontario.

Demand for the product has increased significantly in 2007, as new industrial environmental applications
have been developed.

Chloralkali Products

ERCO Worldwide’s chloralkali operations are located at Saskatoon, Saskatchewan and Port Edwards,
Wisconsin. Both of these locations produce caustic soda, chlorine and hydrochloric acid. In addition, Port
Edwards produces potassium hydroxide and potassium carbonate.

Chloralkali products provide for an important diversificatdon of ERCO’s product lines, as nearly all of
ERCO’s chlorine, hydrochloric acid, potassium hydroxide and potassium carbonate production are sold
to end markets not related to the pulp and paper industry.

Chlorine: The market for chlorine in North America is estimated at 12.5 million MT. Chlorine is used
in a variety of chemical processes including the production of polyvinyl chloride “PVC”, water treatment
disinfection and other chemical businesses, Chlorine is used directly or in bleach form to eliminate water-
borne diseases in drinking water. Chlorine is also used to produce hydrochloric acid, which is used in a
variety of industrial applications, including application in the oil and gas industry.

The basis of chlorine production involves dissolving salt {either NaCl or KCl) in water, flowing the brine
solution between two electrodes and passing an electric current through it. The chlorine ions {negative)
move towards the anode (positive) where they are oxidized to form chlorine gas. The water molecule in
the brine solution goes through a similar electrolytic reacton, whereby the hydrogen ion (positive) is
reduced at the cathode (negative), releasing hydrogen gas, a by-product of the chlor-alkali process.
ERCO recovers some hydrogen for sale, to produce hydrochloric acid or to make steam.

The sodium (or potassium) ions that remain from the salt electrolysis then react with the hydroxide ions
left from the water to create the sodium (or potassium) hydroxide. Overall the chemical equation (using

sodium salt as the example) is:
2NaCl + 2H:O0 =2 2 NaOH + Cly + H:
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The basic reaction follows the laws of chemistry and therefore the chemicals are produced in a definite
and consistent ratio to one another., Chemical equivalent amounts of the products will [always be
produced. Specifically, for every ton of chlorine produced with sodium salt, approximately 1:12 tons of
caustic soda will be produced. In the case of potassium salt the ratio is approximately 1.56.

ERCOQO’s Saskatoon plant runs exclusively on sodium salt and uses the membrane cell process to produce
chlorine and caustic soda. The Port Edwards facility operates mercury cell technology and has the
unusual advantage of being able to produce both sodium products and potassium products|in varying
amounts according to market demand. ERCO installed environmental control equipment to |satsfy the
federal MACT regulations prior to the December 19, 2007 deadline.

Caustic Soda: The market for caustic soda in North America is estimated at 13.3 million| dry MTs.
Caustic soda is used primarily in the pulp and paper, soaps and detergents, alumina, textile and jpetroleum
industries as a chemical intermediate.

Potassium Hydroxide: The market for potassium hydroxide in Nosth America is estimated at 550,000
tons. Potassium hydroxide is used primarily in the production of potassium carbonate, jpotassium
phosphates, potassium soaps and other potassium chemicals such as potassium acetate. Generally,
potassium hydroxide is used in applications where the potassium element or increased solubility is of
value. Potassium acetate is gaining popularity as a deicing agent for airport runways due to environmental
pressures to teduce use of glycol or urea based deicers.

Sales and Marketin

ERCO Wotldwide chlorate sales are conducted by its business managers who also have technical
expertise related to chlorine dioxide generation and pulp bleaching applications. They dcvelopllong—term
relationships with clients through the provision of technical service and support. ERCO Worldwide sells
sodium chlorate directly to pulp and paper mills typicaily under one to five year supply arrangements,
most of which provide for a significant petcentage of total mill requirements at market-based prices. Due -
to the highly technical nature of ERCO’ chlorine dioxide generator operations, a coordmated scllmg
approach between its product sales and marketing team and its technical service and engneenng groups is
employed.

Increasing portions of ERCO’s sodium chlorate sales are to the growing South American and
Asia/Pacific markets and ERCO has offices in Chile, Japan and China.

Chloralkali products are sold through a combination of dedicated sales people and distributors.

ERCO Worldwide’s top ten customers account for approximately 41% of its revenues with|its largest
customer comprising approximately 6% of its revenues.

Supply Arrangements

ERCO Worldwide uses four primary raw materials to produce its chemical products: electrical energy,
sodiutn chloride, potassium chlotide and water. The business has tariff driven long-term contracts or
contracts that renew automatically with power producers in each of the jurisdictions in whlch its plants
ate located with the exception of the plant in Grande Prairie, Alberta where electricity is pubhcly traded.
In Alberta, 100% of its power requirements are hedged through to 2017 under a power purchase
agreement with TransCanada Enetgy Ltd. See Note 18(ii) to the 2007 Annual Consolidated Financial
Statements of the Fund. Also in Georgia, ERCO Worldwide has power arrangements with Georgia
Power based on a combination of a standard RTP (Real Time Pricing) and a firm tariff.
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The electricity contracts generally provide ERCO Worldwide with some portion of firm power and a
portion that may be interrupted by the producer based on the terms of the various agreements. ERCO
Worldwide can quickly reduce its power consumption at minimal cost, which in some jurisdictions, allows
ERCQ to reduce its overall power costs by selling ancillary services back to the power producer or to the
power grid.

ERCO Worldwide purchases sodium and potassium salts from six third-party suppliers to fulfill the
requirements at six of its eight plants. The salt contracts are typically fixed-price contracts with terms of
one or more years, often with automatic renewals. The Hargrave and Saskatoon facilities are self-supplied
through solution mining at the plant site.

Potassium Chloride (KCl) is a major raw material used in the production of Potassium Hydroxide
(“KOH™ at ERCO's Port Edwards Wisconsin facility. 100% of ERCO's KCl is received from
PotashCorp (“PCS™). PCS operates two KCl mines that are able to provide the product specifications”
required by ERCO. There are currently no alternate KCl suppliers available to ERCO. In the event of a
KCI supply interruption, ERCO's Port Edwards facility is able to switch production to the sodium
molecule from the potassium molecule. The ability to switch between sodium and potassium significanty
mitigates the risks associated with a single point of supply for KCL

Transportation

Approximately 52% of ERCO Worldwide’s product transportation requirements are provided by railcar,
30% by transport truck and the remaining 18% by pipeline and ocean vessel. ERCO Worldwide utilizes
third party carriers to transport all of its products. Rail transportation requirements are provided by 1,184
railcars, of which 177 are owned and 1,007 are leased with staggered expiration terms through to 2017.
ERCO Worldwide generally extends leases in advance of the expiration date.

All of the plants are located close to major rail terminals and customer sites to facilitate delivery of ERCO
Worldwide products to the relevant markets,

Emplovee and Labour Relations

As at December 31, 2007, ERCO Worldwide had 451 fulltime employees of which approximately 115
were unionized. The three plants in Vancouver, Saskatoon and Buckingham are subject to collective
bargaining agreements. Saskatoon’s agreement was renegotiated in 2007 and expires on September 30,
2010. The Buckingham agreement expires in 2008 and Vancouver in 2009. Collecdve bargaining
agreements are renegotated in the normal course of business.

Environmental, Safety and Regulatory

ERCO Worldwide’s operations involve the handling, production, transportation, treatment and disposal
of materials that are classified as hazardous and that are extensively regulated by environmental, health,
safety and transportation laws and regulatons. ERCO Worldwide is a founding member of Responsible
Care®, an initiative of the Canadian Chemical Producers Association and the American Chemistry
Council associations that promote the safe and environmentally sound management of chemicals. ERCO
has been verified as complying with the Responsible Care® guidelines and ethics for a fourth time, which
represents over 12 years of external compliance. ERCO Worldwide continually strives to achieve an
environmental and safety record that is “best-in-class” in the chemical industry. It has not had a material
environumental or safety incident and has received many awards for its safety and environmental records.
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Trademarks, Trade Names and Service Marks

ERCO Worldwide owns all the right, title and interest in the "ERCO Worldwide" ("ERCO Nllondial" in
French) trade name in Canada, the "ERCO" trademark and related design and certain other tradcmarks
and patents rcglstcred or acquired at various times over the years relating to specific techno]ogy, products
ot services that it prov1des. ERCO Wortldwide is also in the process of tegistering the "ERCO
Worldwide" trademark in various other countries. ERCO Worldwide’s trademarks are significant as they
provide it with ownership of the names, designs and logos associated with its business and tcchnology
and are well recognized mtemauonall) in the pulp and paper and the water treatment mdustrles The
duration of each of the trademarks is between 10 and 15 years from the date of the first registration,
subject to renewals for further 10 to 15 year periods, depending on the country of registration.

Cutrently, ERCO has over 199 patents (165 patents granted and 34 applications pending) and patent
applicatdons worldwide protecting its proprietary chlorine dioxide, sedium chlorate and sodium chlorite
technologies. The duration of each patent is between 15 and 20 years from the date the patenlt was first

registered, depending on the country of registration.

Financial Informatiop

For selected historical financial informadon for ERCO Worldwide for the last five years, see “Selected
Historical Information - ERCO Worldwide”,

Capital Expenditures

ERCO Worldwide has low and predictable maintenance capital expenditure requirements, averaging $7.7
million annually representing approximately 2% of its average revenue over the past five fiscal years.

Capital expenditures for ERCO Worldwide for the past five years were as follows:

Years ended December 31

{miltions of doflars) 2007 2006 2005 2004 2003
Maintenance capital expenditures 87 1.5 8.1 7.6 | 6.4
Growth capital expenditures 6.0 51.4% 58.6'% 5.7 130.1%
14.7 58.9 66.7 13.3 136.5
Notes:

*  Growth capital expenditures in 2007 totaling $6.0 million were comprised of $2.0 millicn for the cell replacement

program, $1.4 million for the Port Edwards membrane project, $1.3 million for the North Vancouver hydrogen and
rectifier project, $1.3 million for the Saskatoon hydrogen recovery and cell replacement program

Growth capital expenditures in 2006 totaling $51.4 million were comprised of $41.3 million for the facthty in Chile,
$5.6 million for the cell replacement program, $1.3 million for Hydrogen development, $0.7 million for new
membrane cells, $0.7 million for Port Edwards acquisition capital and $1.8 million for the dlssolvmgI facility in
‘Thunder Bay. Improvements in cell design are yielding an approximate 7% increase in electrical efficiency.

Growth capital expenditures in 2005 totaling $58.6 million were comprised of $27.5 million for the facility in Chile,
$22.4 million to acquire the Port Edwards chloralkali/potassium facility, $7.9 million for the cell replacement
program and 30.8 mitlion for a hydrogen utilization project at the Grande Prairie facility.
Growth capital expenditures in 2003 include the acquisition of Albchern Holdings Ltd. for $122.8 million which
owned the Bruderheim, Albenta and Hargrave, Manitoba sodium chlorate facilities.
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pufroc

a division of Superior Plus LP

Winroc is a distributor of specialty construction products to the walls and ceilings industry in North
America. The business, which is headquartered in Calgary, Alberta, began operations in 1971.

Product

Winroc distributes a number of products used in the walls and ceiling construction industry. Sales can
generally be grouped into the following product categories:

Product category % of 2007 sales
Drywall and components 46%
Insuladon 19%
Steel framing 13%
Ceilings 11%
Stucco and plaster 6%
Tools, fasteners and miscellaneous 5%

Competitive Conditions

Competitive factors across Winroc's geographically diversified business include selling prices, service
quality, ability to source products in petiods of tight supply at competitive prices and competidon from
other gypsum specialty distributors, lumber yards and manufacturers that engage in direct sales.

The walls and ceilings specialty distribution sector is largely fragmented with only a small number of
compettors covering numerous states or provinces. The walls and ceilings specialty distribution business
is a local, relationship based business in which distributors compete on the basis of price and service.
Barriers to entry are relatively low. Winroc positions itself as a productivity partner with the installing
contractor, providing value added “stock and scatter’” job site service. Winroc’s mult-location distribution
network, strong local market position and Allroc purchasing operation provide it with purchasing scale,
product line breadth and knowledge to support its customers, providing it with an advantage over smaller
competitors.

Business Operations

Winroc has been expanding its distribution network by adding Greenfield operating locadons and
through acquisitions. In October 2007, Winroc acquired certain assets of Inland Building Supplies (1969)
Ltd. in Kamloops, B.C., further penetratng the intetior region of the British Columbia market. In
December, 2007, Winroc relocated its facility in Victoria, Bridsh Columbia area, adding to its operations
capabiliies. Winroc’s 42 distribution branches are managed by branch general managers. The general
managers have direct responsibility for branch operatons, including responsibility for customer
relationships, delivery and service, expense management, pricing, and administration comprising the
overall profitability of their geographic business units. Winroc’s branches are typically located in an
industrial or commercial setting. The branches range from smaller warehouse locations to operations on
up to five acres of land, complete with office and showroom areas, covered and uncovered storage areas
for the products, as well as receiving and shipping space. The operating area is usually limited to a radius
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of 100 kilometers around branch locations, depending on the nature of the customer base and|local road
infrastructure. Under Winroc’s business structure, its market presence is through a local office with teams
responsible for managing their business and pursuing local opportunities.

Of Winroc’s 42 operating locations, two facilities are owned and the remaining 40 are leased from third

parties under normal course operating leases. See Note 18(j) to the 2007 Annual Consolidated Financial
Statements of the Fund.

Sales and Marketin,

Winroc enjoys considerable geographic and customer diversification servicing over 8,000 active
customers across 42 distributon branches with 33 locations in Western Canada and Ontario, and nine in
the Western and Midwestern United States. Winroc’s ten largest customers represent apptoxin‘\atelyf 11%
of its annual distribution sales. Annual sales revenues for the North American walls and ceilings industry
exceed 320 billion. Winroc is estimated to be the largest specialty distributor in Canada and a leading
specialty dealer in North America, with an estimared 2% market share. Specialty distributors, such as
Winroc, service the builder/renovation contractor market, represent an estimated 50% to 60% of total
industry revenues with the remainder sold through big-box home centers and independent lumber yards
who service the builder/contractor market as well as the do-it-yourself market.

A detailed analysis of sales volumes and gross profit is provided in the Annual Management’s Discussion
and Analysis contained in the Fund’s 2007 Annual Report.

Demand Profile

Demand for walls and ceilings building materials is affected by changes in general and localjeconomic
factors, including demographic trends, level of activity in the residential and non-residential construction
markets, interest rates, employment levels, consumer confidence, availability of financing and overall
economic growth. These factors impact the level of existing housing sales, new home construction, new
non-residential construction and office/commercial space turnover.

Housing starts reflect the level of new residential constructon activity. The level of new commercial
construction actvity has historically lagged new residendal acdvity as commercial infrastructure is put in
place to service residential development. Renovaton activity trends have historically followed existing
home re-sales and turnover of occupants in commercial building space. 50% of Winroc’s sales are
estimated to be to the commercial new construction and commercial renovadon segments and 50% of
sales are estimated to be to residential new constructon and renovation segments. Winroc sells its full
product line to commercial customers. Gypsum board and accessoties, insulation and plaster products are
the primary products sold to residential construction customers.

Wintroc’s sales are modestly seasonal, with 53% of revenues typically generated during the second and
third quarters. Geographically, 69% of revenue is derived from customers in Canada and 31% from the
United States.

Product Pricing

Pricing to customers is primarily based on a margin above product and delivery costs. There are delays
from time to time that affect margins when price changes from manufacturers cannot be immediately
passed through to customers. Under certain market conditons, when the wholesale price of products
increases, gross margins tend to erode in the short term as it takes more time to pass the price increases
through to the customers. Conversely, when wholesale prices decrease, gross margins and profitability
tend to increase in the short-term.

Z31-




Product gross margins vary between products and geographic areas. Customer pricing is managed at both
the regional and local market level and reflects local marketplace supply and demand conditions.

Supply Arrangements

Product purchasing is a critical component of Winroc’s business, as the cost of products, product
knowledge and the ability to source products in periods of tight supply are key to Winroc’s service
position, profitability and ability to differentiate its service to its customers. Winroc’s purchasing
operations are conducted, centrally, through its Allroc division. Allroc also provides third party
purchasing services for 10 other independent companies, allowing Winroc to further leverage its
purchasing power. Winroc purchases products from over 128 different suppliers, of which the top ten
provide 76% of Winroc’s total supply requirements. Winroc is not reliant on any one supplier to source
product within its principal product lines.

Winroc purchases its products pursuant to various purchasing programs and does not enter into long-
term purchasing contracts.

Transportation

Winroc’s suppliers are typically responsible for arranging transportation of products from the
manufacturing facility to Winroc’s operating locations. Deliveries are primarily made through either
common road carrier or by rail.

Winroc owns and leases a fleet of trucks and forklifts to handle product in its branch locadons and
transport product from its 42 branch locations to customer job sites. Winroc employs full-time, part-time
and seasonal drivers and stockers who deliver products. As at December 31, 2007, Winroc owned and
leased; 273 trucks that vary in load capacity from 2,000 to 43,000 kg and 116 trailers chat are all used as
the primary delivery vehicles. In addition, Winroc owned and leased 203 forklifts, which are used at its
warehouse locations and customer job sites to load and unload product from delivery vehicles.

Employee and Labour Relations

As at December 31, 2007, Winroc had 935 employees, of which 320 were salaried and 615 were hourly
employees. Approximately 103 of its employees are unionized through collective bargaining agreements at
six of its operatng locations, with expiry dates ranging from March 2008 to March 2011. Collective
batgaining agreements are rencgotiated in the normal course of business.

Environmental, Safety and Regulatory

Distribution of walls and ceilings construction products is a physically challenging job. Winroc is
committed to a safe workplace and maintains safe working practices through proper procedures and
direction and utilization of equipment such as forklift trucks, cranes and carts. Winroc handles and stores
a variety of construction materials and maintains appropriate materials handling compliance programs.

Winroc participates in a number of environmental programs with its suppliers, including return/recycling

of supply materials and return recycling of ceiling products removed from renovation jobs by Winroc’s
customers,
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Trademarks, Trade Names and Service Marks

Winroc owns all the right, title and interest in the "Winroc”, “Allroc”, “Intetior Building
“Inland Buildings Supplies”, (“IBS} and “Leon’s Insulation™ trade names, related design a
other trademarks, registered or acquired at various times over the years and relating to specific
ot services provided by Winroc,

Winroc’s trademarks are significant as they provide it with ownership of the names, designs

Supplies”
nd certzain
programs

and logos

associated with its business, which are recognizable to the public and useful in developing and
maineaining brand loyalty. The duration of each of the trademarks is 15 years from the date the)lr were first

registered subject to renewals for further 15-year periods.
Financial Information

For selected historical financial information for the past five years see “Selected Financial Infq
Winroc”.

Capital Expenditures

Capital expenditures for Winroc for the past five years were as follows:

rmation —

Years ended December 31
(raitlions of dollars) 2007 2006 2005 2004M 20030
Maintenance capital 1.1 6.7 5.7 7.1 6.1
Proceeds on dispositons 0.5 (0.1) 0.1) 0.2) 0.3)
Maintenance capital expenditures, net 0.6 6.6 5.6 6.9 58
Other capital expenditures 5.2@ 1.6 31.7 12.2 -
Other capital proceeds - — 0.2 — (1.1
Other capital expenditures, net 5.2 1.6 319 12.2 (1.1)
5.8 8.2 375 19.1 4.7

Notes:

(1) Winroc was acquired effective June 11, 2004. Prior years results are unaudited and provided for

COMPparison purposes.

{2) Acquisiion of certain assets of Inland Building Supplies on October 29, 2007 and Kenroc Drywall

Supplies Inc. on July 2, 2007.
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Superior Energy Management ("SEM"), headquartered in Mississauga, Ontario, began operations in June
of 2002, SEM started providing narural gas retailing services under fixed-price, term contracts,
predominanty to residential and to mid-sized commercial and industrial customers in Ontario. In
Quebec, SEM has been servicing the commercial and light industrial market in the Gaz Metropolitain
franchise region. In May of 2007, SEM initiated selling fixed-price natural gas rerail contracts in the newly
opened British Columbia market. In August of 2007, SEM also initated selling fixed-price electricity
contracts in Ontario.

Competitive Condijtions

Key compettve factors across its business include commodity prices; sales channel activity; product
diversification; cost effictencies; and service.

SEM has been in the Ontario natural gas market since its inception in 2002. SEM has had a strong
commericial and industtial base during this period and over the last couple of years SEM has been
focusing on the higher margin residential business.

During 2007, SEM expanded its market with the entry into the Ontario electricity market and the newly
opened Brigsh Columbia natural gas market. By entering these markets, SEM has been able to add
geographic and product diversification.

Naturaf Gas

The natural gas market in Ontario has been deregulated since 1986 and since January 2004 in Quebec for
commercial and light industrial customers who consume greater than 280 gigajoules per year. Consumers
are able to choose their natural gas supplier and can elect between various prices and terms. The market
of supplying gas to customers is compettve, with a number of companies supplying different market
sectors. The residential sector in Ontario has approximately 12 active market suppliers, while commercial
and industrial consumers have approximately 10 active market suppliers in Ontario and four in Quebec.
Each competitor offers different optdons relating to price, term and related services. Under deregulation,
consumers also have the option of having their gas supply provided by their utlity company at a variable
price that is adjusted on a quarterly basis and is subject to retroactive adjustments. Approximately 60% of
natural gas consumers in Ontario and 95% in Quebec are stll supplied by utlites, providing SEM with
opportunites for customer growth. As of December 31, 2007, the Quebec residential market was not
open for natural gas retailing.

On April 13, 2006, Terasen Gas filed an application requesting approval for necessary Tariff Agreement
changes required to support a residendal choice program. Teresen Gas is the largest natural gas
distribution udlity in Bridsh Columbia, providing service to approximately 800,000 customers in the
province including the Inland, Columbia and Lower Mainland service areas. Their service territory
delivers gas to over eighty percent of natural gas customers in British Columbia. The British Columbia
Utlities Commission (“BCUC") approved the program allowing marketers to enroll customers as of May
2007, with gas flowing to enrolled customers starting November 1, 2007. SEM commenced marketing
natural gas contracts in British Columbia at market open and began to service these customers with
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physical supply in November, 2007. 'The Britdsh Columbia model is in many ways identical to the
Ontario model in terms of delivery, billing and receivables. As delivery obligations are sourced from
Alberta, mirroring Ontario, SEM uses its in house capability to manage commodity abligations.
Management believes approximately 65,000 customers are enrolled in the choice program, with 15
registered market participants, which provides for continued opportunity. As in Ontano under
deregulation, consumers also have the option of having their gas supply provided by the Iocal utility
company at a variable price that is adjusted on a quarterly basis and is subject to retroactive adjustments.
Natural gas competes favourably with other fuel sources, such as oil, electricity and propane. Natural gas
enjoys both environmental and price advantages over other fuel options. However, since gas is delivered
through pipeline systems, its availability is constrained by distribution system infrastructure.

Electrcity

Ontario opened its electricity markets in April of 2002 however a government sponsored rate freeze was
implemented in the fall of 2002 essentally suspending retail opportunides until 2005. This ptl-lce freeze
was lifted in 2005 once again exposing consumers to price volatility and price increases whlch afforded
retailers the opportunity to promote fixed price products. SEM finalized a strateglc alliance wn;h Bruce
Power in July of 2007 and commenced marketing fixed-price electricity contracts in Ontario i Im August
2007. There are curtently ten marketers in the Ontario electricity market. There are approximately
4,000,000 meters available for choice in the Ontario market and management believes approximately
635,000 meters are enrolled in long term electticity contracts with a retailer,

Business Operations

SEM provides fixed-price natural gas soludons for contract terms up to five years. In order tojcapture a
fixed selling margin for the term of the customer contract, a fixed-price natural gas supply matching the
volume and term of the customer obligation is contracted with various producers and| financial
counterparties. The local distribution companies (the “LDC’s”) are required to provide SEM with
transportation, storage and distribution services to SEM’s customers as well as billing and collection
services.

SEM expanded into the British Columbia natural gas market as of May 2007. The newly regulated British
Columbia residential natural gas market is estimated to have 800,000 customers.

In 2007, SEM entered into a long term natural gas supply agreement with Constellation Energy
Commodities Group, Inc. (“Constellation™). Under the terms of the agreement, Constelladon will supply
natural gas to support SEM's fixed-priced natural gas matketing business. The deal is structures with an
initial term of five years and may renew annually thereafter, During the term of the agreement, SEM will
purchase natural gas from Constellation for customer contracts of terms up to five years,

SEM entered the residential and small commercial electricity market in Ontario in August 2007. The
Ontario electricity market is estimated to have approximately 4.0 million residential electricity customers
and a much lower market penetration relative to the residential natural gas market in Ontario. In June
2007, SEM entered into a long term electricity supply agreement with Bruce Power LP (“BPLPY). BPLP
agreed to provide fixed-price electricity to SEM in order to fix prices for residential and small commercml
customers for terms up to five years. During the term of the agreement, SEM will purchase supply from
BPLP for customer contract terms of up to five years to which BPLP will continue to supply beyond the
contract term to match the customer contracts,
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Sales and Marketing

For the vear-ended December 31, 2007, SEM supplied approximately 36.5 million Gigajoules of natural
gas to approximately 81,3000) (2006 — 85,900®) residendal and 6,400 (2006 — 6,700) commercial
flowing customers under term, fixed-price contracts in Ontario and Quebec. In addition SEM also
supplied 0.3 million Gigajoules of natural gas to 13,100 residential and 60 commercial customers in
British Columbia since November 2007. SEM markets its gas supply setvice to consumers throughout
Ontario, Quebec and British Columbia through an internal sales force and through independent sales
agencies, primarily on a door-to-door basis. Commercial sales channels are also through a combination of
internal and external sales forces, SEM continues to leverage off its current strong commercial base as it
strives to further develop commercial sales channels. Customer contracts are registered with and
administered by the LDC. The gas supply contracts have terms typically ranging from one to five years
and are at a fixed-price. At December 31, 2007, the average remaining customer contract life was 37
months.

In August, 2007, SEM commenced selling electricity in Ontario and end the year with 1,630 flowing
electricity customers.

A detailed analysis of sales volumes and gross profit is provided in the Management’s Discussion and
Analysis contained in the Fund’s 2007 Annual Report.

Notes:
(1) In 2007, SEM restated customer numbers for a decrease of approximately 6,200 natural gas residental
customers identified through utility reconciliations.

Supply and Transportation

During 2007, SEM had eight financial and physical natural gas suppliers and contracts for natural gas for
fixed term and price to match contractual customer requirements. SEM’s largest supplier represented
30% of its supply commitments at December 31, 2007. SEM’s supply commitments for the next five
years as at December 31, 2007, are detailed in notes to the Fund’s 2007 Annual Consolidated Financial
Statements. The financial condition of each counter party is evaluated and credit limits are established to
reduce SEM's exposure to the credit tisk of non-performance. At the end of 2007, SEM entered into a
long term supply agreement with Constellation. Under the terms of the agreement, Constellation will
supply natural gas to all new natural gas customers in the Canadian markets which are billed through the
utility, supporting SEM's fixed-priced natural gas marketing business. The deal with Constellation is
structured with an initial term of five yeats and may renew annually thereafter. During the term of the
agreement, SEM will purchase natural gas from Constellation for customer contracts of terms up to five
years. The agreement with Constellaon provides increased physical and financial capacity for SEM’s
energy marketing services business.

Although custommers purchase their gas supply through SEM, LDC’s such as Union Energy, Enbridge
Gas, Terasen Gas and Gaz Metropolitan are required on a regulated basis to distribute the gas to SEM’s
customers. LDC’s are also required to assign SEM pipeline transportation and storage capability sufficient
to service its customers under co