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Fourth Quarter and Annual 2007 Results

February 19, 2008

Finning Announces Best Ever Fourth Quarter and Annal Results
Highlights from Continuing Operations

» Highest ever fourth quarter diluted earnings parashup 35% from 2006

* Record annual revenues of $5.7 billion, up 17% fpoiar year, and up in all operations

* Record annual diluted earnings per share of $5.5% i18% from 2006

« New equipment order backlog continues to be stedrf.7 billion

Three months ended December 3 Twelve months ended December 3
$ millions, except per share data 2007 2006 Change 2007 2006 Change
Revenue 1,459.5 1,365.1 6.9% 5,662.2 4,853.2 16.7%
Earnings from continuing operations

before interest and income taxe&’ 112.2 83.9 33.7% 455.8 373.7 22.0%
Net income (loss)
from continuing operations 70.5 53.1 32.8% 280.1 236.2 18.6%
from discontinued operatioffd — (0.4) (2.0) (32.1)
Total net income 70.5 52.7 33.8% 278.1 204.1 36.3%
Diluted Earnings (Loss) Per Share
from continuing operations $ 039 $ 029 345% $ 155 $ 131 18.3%
from discontinued operatioffd — — (0.01) (0.18)
Total diluted earnings per share $ 039 $ 029 34.5% $ 154 $ 113 36.3%
Cash flow after working capital
changes 221.3 79.0 180.1% 404.4 460.2 (12.1)%

M This amount does not have a standardized meanitey generally accepted accounting principles. Fecanciliation of
this amount to net income from continuing operatjaee the heading “Description of Non-GAAP Measur¢he
Company’s management discussion and analysis velticbmpanies the fourth quarter and annual consetidaancial

statements.
@ On July 31, 2007, the Company’s U.K. subsidiargwiden Stuart Plc, sold its Tool Hire Division. hetthird quarter of

2006, the Company’s U.K. subsidiary, Finning (UKJL sold its Materials Handling Division. As a saguence, the
results of operations of the Tool Hire and Materidandling divisions have been reclassified asoditicued operations

for all periods presented.

Vancouver, Canada- Finning International Inc. (Finning) today refemt 2007 fourth quarter revenue
from continuing operations of $1.5 billion, an iease of 6.9% over the fourth quarter of 2006 and a
record for fourth quarter revenues. Earnings framtiouing operations before interest and incomegax
(EBIT) were $112.2 million in the fourth quarter2007, an increase of 33.7% compared with the same
period last year. Fourth quarter net income fromtioniing operations was $70.5 million or $0.39 ttl
earnings per share, an increase of 34.5% compatkdhe fourth quarter of 2006 and the best evartfo
quarter results earned by the Company.



Finning International Inc.
Fourth Quarter and Annual 2007 Results

“2007 was another very good year for Finning”, daa@lig Whitehead, President and CEO of Finning
International Inc. “We achieved record annual rssaihd diluted earnings per share, from continuing
operations, increased 18.3% over 2006 levels andren equity totalled 16.8%. Business continued t
be strong in the fourth quarter and our large obdeklog provides good visibility into what we expe
will be a very busy 2008".

"Despite the pressure of the significantly stronganadian dollar relative to the U.S. dollar, Firgis
profitability improved in 2007”, said Mike WaiteExecutive Vice President and CFO of Finning
International Inc. “EBIT as a percentage of reveimeeeased to 8.0% up from 7.3% last year, after
adjusting for the 2006 impact of gains from theesalreal estate. This improvement occurred despite
shift in revenue mix to a greater proportion of éswnargin, new equipment sales compared to higher
margin parts and service revenues. In additiotherfourth quarter, our operations generated saanifly
improved cash flow, after changes in working cdpitaalling $221 million compared to $79 million i
2006".

Fourth Quarter Results

Finning’s revenues from continuing operations ia fiburth quarter were $1.5 billion, up 6.9% frore th
fourth quarter of 2006, as a result of continuedrgj equipment sales. Prices for certain key comiesd
continue to be strong and drive demand in Canadé&anth America.

EBIT for the quarter was $112.2 million, comparathv$83.9 million in the fourth quarter of 2006, an
increase of 33.7%. EBIT in the fourth quarter 0®20eflected the strong operating performance in
Canada. The benefit from lower long-term incenplan charges offset the negative impact of a seong
Canadian dollar in 2007 compared to 2006.

» EBIT from Finning’s Canadian reporting segment 8938 million in the fourth quarter of 2007 was
24.6% higher than the fourth quarter of 2006. Tteedase in 2007 was primarily the result of higher
new equipment sales and strong deliveries in thenmisector.

» EBIT for Finning’s South American operations in foerth quarter of 2007 of $28.2 million was 4.1%
lower than the 2006 fourth quarter, reflecting tlegative impact of foreign currency translation tue
a stronger Canadian dollar relative to the U.Sladoln local currency, EBIT for the fourth quartsr
2007 was 11.0% higher than the same period in 2@@liécting strong volumes in all lines of business

* For the UK Group, EBIT in the fourth quarter of Z0&f $16.1 million was comparable with the fourth
guarter of 2006. In local currency, fourth quaBE®&IT increased 8.5% over the same period in 2006.
The Company’s UK dealership experienced continobdst activity which contributed to higher
revenues.

Finning’s net income from continuing operationstioe quarter was $70.5 million compared with $53.1
million in 2006. Diluted Earnings Per Share (ER8hf continuing operations for the quarter was $0.39
and improved over the 2006 comparable EPS of $@fcting the EBIT improvements noted above.

Cash flow after working capital changes for therfouuarter of 2007 was $221.3 million, a signifita
improvement from cash flow of $79.0 million genexhfor the same period last year. While cash flow
strengthened modestly from the higher operatisgltg in the quarter, the overall increase was il

due to stabilizing working capital requirements aodtinued management focus on improving cash cycle
times and operating efficiencies.
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Annual 2007 Results

On an annual basis, reverfuem continuing operations increased by 16.7% t@ $flion. EBIT from
continuing operations of $455.8 million for 200713 22.0% from the year ended 2006. Annual revenue,
EBIT and net income are the highest ever recorgetido Company. Adjusting prior year results for £18
million of non-recurring property and business ggas, EBIT for the year ended December 31, 2007
was up over 28% from 2006.

* Annual revenue was up 12.4% at the Company’s Canawperations, reflecting growth in most lines
of business, particularly equipment sales. Adjgstar non-recurring pre-tax gains of $18.2 million
recorded in the first and third quarters of 200B|TEfrom Finning’s Canadian reporting segment
would have been $215.1 million for the year endedddnber 31, 2006. EBIT from the Canadian
reporting segment in 2007 of $286.3 million wasl83 higher than the 2006 adjusted EBIT noted
above. The increase was a result of exceptionaiiyng volumes in most lines of business.

* For the year ended December 31, 2007, revenuesti®i@ompany’s South American operations
increased 31.3% (39.3% in local currency) withrsgraew equipment sales and continued growth in
customer support service revenues. Annual EBIR60fY7 of $127.4 million was 17% higher
compared to 2006 (22.9% in local currency).

* Annual revenues from the UK Group increased 138%Z007 compared with last year, and increased
11.2% in local currency. EBIT increased 12.3% (9iA%cal currency), a significant improvement
over the prior year with higher margins achievediwst lines of business and continued management
of operating costs. The results from Hewden wenetadhan the prior year, as anticipated, due to the
significant operational changes experienced duzfy .

Finning’s global order book (the retail value ofanequipment units ordered by customers for future
deliveries) of approximately $1.7 billion at thedeof December 2007 remains strong and is up ovér 10
from December 2006 levels. The dollar value of meders and deliveries of new equipment for 2007
exceeded that of the year ended December 31, 2006.

Consolidated net income from continuing operatioeseased by 18.6% to $280.1 million. Diluted EPS
from continuing operations for the year ended Ddmamn31, 2007 was $1.55 compared with $1.31 in the
same period last year, up 18.3%. The 2006 resutsded $0.09 per share of gains on the sale pfisur
properties and businesses in Canada, partiallgtoffgincremental finance costs of approximately)$0
per share for the early repayment of Finning’s mesty issued Eurobond notes in the third quarter o
2006. Adjusting the prior year results for the gaom dispositions and the incremental finance qustisd
above, diluted EPS for 2007 was up approximate$.23

Cash flow after changes in working capital for ylear ended December 31, 2007 was $404.4 million,
compared with cash flow of $460.2 million generate@006. Cash flow before working capital changes
from operations increased in 2007 compared to 200i8. was offset by a significant increase in wogki
capital demand in the first half of 2007 as a restithe timing of equipment and parts deliveries i
relation to strong customer demand requiremen29@¥. Throughout all operations, management
continues to focus on improving cash cycle times @oerating efficiencies, which was evident in the
latter part of 2007.
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Important New Business

In January 2008, Finning (Canada) purchased Cdilinergy Services Ltd., a leading Canadian
oilfield service company. The total value of thirtsaction is approximately $145 million, comprigin
$96 million of cash, 14,365 Finning common shavedued at $0.4 million) issued in connection with
the acquisition, with the difference being the aggtion of debt. The acquisition provides Finning
(Canada) with the opportunity to expand its capagfitregional branches to enable them to undertake
more customer service work, accelerate throughpoéw equipment prepared for delivery to
customers, and increase the ability to undertakehina overhaul and rebuild work. Finning (Canada)
plans to relocate its Edmonton-based new equippreparation and used parts work to Collicutt’s
facilities in Red Deer, Alberta. This heavy equiprineentre of excellence will free up capacity and
give the Company the opportunity to develop a ngfiravy equipment overhaul rebuild capability in
Red Deer.

In January and early February 2008, the Compani{subsidiary, Hewden sold certain properties for
cash proceeds of approximately $28 million, reaglin a pre-tax gain of approximately $14 million.
Also in January 2008, Hewden sold its Hoists bussnthe sale is in line with Hewden's strategy of
increasing focus on core business areas whers #lh@ady built, or intends to build, a market
leadership position.

Common Share Dividend

The Board of Directors approved the Company’s quirdividend at $0.10 per common share, payable
on March 18, 2008, to shareholders of record oncd; 2008.

For more information

Please call Tom Merinsky, Vice President, Inve&elations
Phone: (604) 331-4950
Email: investor_relations@finning.ca
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Fourth Quarter / Annual Results Conference Call
Management will hold an investor conference callforsday, February 19, 2008 at 2(80 Eastern Time. Dial-in numbers:

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

The call will be webcast live &ttp://www.finning.com/investors/investors.asgpxd subsequently archived on the Finning
website. Playback recording will be available8800-408-3053rom 5:30 pm Eastern Time on February 19, 2008 theiend
of business day on February 26, 2008. The pasdoaatess the playback recording is 3248393 fokblayethe number sign.

About Finning International

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

Forward-Looking Disclaimer

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

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

Next Quarterly Results May 6, 2008

Finning International’s first quarter for 2008 wlile released and an investor conference call wiliddd on May 6, 2008.

Annual General Meeting

The Company’s annual general meeting will be helthe Four Seasons Hotel, 791 West Georgia SWeetcouver, British
Columbia, at 11:00 am Pacific Time on Tuesday Mag(®8.
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MANAGEMENT’'S DISCUSSION AND ANALYSIS

This discussion and analysis of Finning Internatldnc. (Finning or the Company) should be read in
conjunction with the consolidated financial statetseand accompanying notes. The results reported
herein have been prepared in accordance with Camaeéinerally accepted accounting principles (GAAP)
and are presented in Canadian dollars unless ofestated.

Results of Operations

The results from continuing operations includepbgormance of acquired businesses from the date of
their purchase and exclude results from operatizsgitshave been disposed or are classified as
discontinued. Results from operations that quagydiscontinued operations have been reclassdiduht
category for all periods presented unless othemaited. Please see the section entitled “Discoatinu
Operations” for a discussion of these operations.

Fourth Quarter Overview

Q4 2007 Q4 2006 Q4 2007 Q4 2006
($ millions) (% of revenue
Revenue $ 1,4595 $ 1,365.1
Gross profit 408.9 371.4 28.0% 27.2%
Selling, general & administrative expenses (297.5) (285.7) (20.4)% (20.9)%
Other income (expenses) 0.8 (1.8) 0.1% (0.1)%
Earnings from continuing operations before intergst
and income taxes (EBITY 112.2 83.9 7.7% 6.2%
Finance costs (18.9) (16.4) (1.3)% (1.2)%
Provision for income taxes (22.8) (14.4) (1.6)% (1.1)%
Net income from continuing operations 70.5 53.1 4.8% 3.9%
Loss from discontinued operations, net of tax — (0.4) — —
Net income $ 705 $ 527 4.8% 3.9%

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

Revenue by Operation Fourth quarter consolidated revenues from contgpuin
($ millions) operations of $1.5 billion increased 6.9% from fiarth
Three months ended December 31 quarter of 2006. In spite of the continued downwanessure

from the significant strength of the Canadian daiédative to
the U.S. dollar, Finning achieved record fourthrtera
revenues driven primarily by strong equipment sales
Continued growth in resource-based industries hed t
construction sector led to sustained equipment ddrmathe
dealership operations in Canada, South Americatland
U.K.
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Revenue was modestly higher in the fourth quait@067 in the Company’s Canadian operations,
reflecting the continued activity driven by stromgrket demand and high prices in key commoditiéss T
was partially offset by the impact of the strongh@adian dollar on revenues and approximately $25
million lower revenues from the distribution arrangent with Shell Canada Products as a result of the

6
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termination of this arrangement in the fourth gelaaf 2007. Revenue from the Company’s operations i
South America increased 15.6% in Canadian dollangpared with the fourth quarter of 2006 with strong
new equipment sales combined with an increasestomer support services. The Company’s operations
in the U.K. also experienced a 10.4% increasevamee in Canadian dollars compared with the fourth
quarter of 2006 primarily due to a 46.0% increaseew equipment and power system sales. This growth
was tempered by lower revenues from the UK rentalfess (Hewden), where management’s time
continued to be diverted somewhat by the implentiemtaf a new information technology system.

Finning’s business is geographically diversified éime Company conducts business in multiple
currencies, the most significant of which are tle&lian dollar, the U.S. dollar, and the U.K. pound
sterling. The most significant foreign exchange actpon the Company’s revenues and net income is the
translation of foreign currency based results damadian dollars. Compared to the prior year, ¢orei
exchange had a negative impact on consolidatechuegan the fourth quarter of 2007 of approximately
$110 million mainly due to a stronger Canadianatalh the quarter relative to the U.S. dollar (28.8
stronger than 2006), and the U.K. pound sterlin§i%Bstronger than 2006). At the net income leve, t
foreign exchange rate movement quarter over quiaaigia negative impact of approximately $0.08 per
share.

In addition to the above impact as a result ofglamg foreign currency based operating resuies, t
Company experiences foreign currency translationsgar losses as a result of consolidating thenfrred
statements of self-sustaining foreign operatiom&sg unrealized foreign currency translation gains
losses are recorded in the Accumulated Other Cdmepseve Income/Loss account on Finning’s
consolidated balance sheets. Currency translatiust@nents arise as a result of fluctuations ieifpr
currency exchange rates at the period end. Thealimed currency translation loss of $28.6 million
recorded in the fourth quarter of 2007 mainly resdifrom the 3.5% stronger spot Canadian dollamaga
the U.K. pound sterling, from September 30, 200Décember 31, 2007. This was partially offset byr$5
million of unrealized foreign exchange gains oningestment hedges.

Excluding the impact of foreign exchange when tiatimgy results, revenues for the fourth quarte2@d7
in local currency increased by 34.1% in the Comfsm8puth American operations and increased by
20.0% in the UK Group when compared to last yefausth quarter.

Revenue by Line of Business From a line of business perspective, strong demand
($ millions) continued in the fourth quarter of 2007 for newipment
Three months ended December 31 and power and energy systems. In the fourth quafter

2007, the Company’s Canadian operations compléed t
termination of its distribution arrangement witheBh
Canada Products, resulting in approximately $2%ionil
lower revenues from customer support services cozdpa
with the prior year’s quarter. Used equipment rexsnare
slightly down and typically vary depending on protu
availability, customer buying preferences, and axcje

g I rate considerations. In addition, with the stron@anadian

new Powers& Used Eqip  css omer  dollar, many customers in Canada are currentlyngpt

Faup  Eneray - Eaup - Rentl buy new rather than used equipment.
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Revenue mix continued to be more heavily weighteetw equipment sales as a result of extremely
strong demand for equipment. New equipment revemaste up 41.8% of total revenues in the fourth
quarter of 2007, up from 36.5% of total revenuethasmsame period last year. Revenues from the
Canadian operations continue to grow, most notisbhew equipment and equipment rental. The South
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American and UK operations recorded a significantease in new equipment and power systems
revenues as demand in the construction sectorgioedtto be strong.

Finning’s global order book or backlog (the retailue of new equipment units ordered by custonars f
future deliveries) continues to be very strongla$illion at the end of the fourth quarter of Z0@nd is
up 10% from December 2006 levels, driven primasiythe strong Canadian mining market.

The Company is dependent on Caterpillar Inc. (@dtar) for the timely supply of parts and equiprhén
fulfill its deliveries and meet the requirementgtod Company’s service maintenance contracts. ®elec
models of large equipment, large engines, and smarte continue to be under managed distribution.
Finning continues to work closely with Caterpiliard customers to ensure that demand for parts and
equipment can be met.

Gross profit of $408.9 million in the fourth quartecreased 10.1% over the same period last yeassG
profit as a percentage of revenue for the quartey 28.0%, compared with 27.2% for the fourth quante
2006. The Canadian operations earned a higher groBsmargin due to price realization from new
equipment and customer support services. The grogis margins for the South American operationd an
the UK Group were lower when compared to the préar’s quarter due to a higher proportion of
revenues from new equipment sales, which typidaye lower margins.

EBIT by Operation — continuing operations Earnings from continuing operations before inteasst

($ millions) income taxes (EBIT) of $112.2 million in the foudbarter
Three months ended December 31 of 2007 increased 33.7% year over year. EBIT inftleth
quarter of 2007 reflected the strong operatingguarance in
50 - o 02006 D207 Canada. The benefit of lower long-term incentivanplLTIP)

6!

charges offset the negative impact of a strongeaGian

dollar in 2007 compared to 2006. The fourth quaRG6H7

results also include higher variable operatingstsisupport
5 g the increased level of sales activity and higheplegee
|—|_| related costs. Headcount at December 2007 incrdnseder
1,400 employees from the December 2006 level in the
Company’s Canadian and South American operations.

55.6

40 -

29.4
28.2

0

Canada South America UK Group

Excluding other operations — corporate head office

The LTIP charges in the fourth quarter of 2007 weveer by $25.9 million compared with the same
period in 2006, primarily due to the lower marka@rket impact on the valuation of certain stockelas
compensation plans as a result of a decrease @dhgany’s share price in the fourth quarter of2289
opposed to an increase in 2006. The LTIP chargdsicomparable quarter in 2006 were also highar as
result of the vesting of three tranches of defesfgale units as a result of the increase in thepaoyis
share price during the quarter and achievemermaxfied share price levels. At the net income liethe
movement in LTIP charges quarter over quarter haaolsitive impact of approximately $0.10 per share.

The Company’s EBIT margin (EBIT divided by revenuess 7.7% in the fourth quarter of 2007, up from
6.2% earned in the fourth quarter of 2006. The &dgBIT margin in 2007 was due to the significant
increased contribution from the Company’s Canadgerations, partially offset by higher costs inedrr

to meet customer demand, cost pressures in Soudridanand lower returns from Hewden.

Consolidated net income from continuing operatioih$70.5 million was 32.8% higher in the fourth
guarter of 2007 compared to the same period in 2@d&cting the solid fourth quarter activity ndte
above.

Basic Earnings Per Share (EPS) from continuingaifmers for the quarter was $0.40 compared with
$0.30 in the same period last year, an increa88.6%.
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Cash Flow

Cash flow after changes in working capital for therth quarter was $221.3 million, compared witslca
flow of $79.0 million generated in the same pefiast year. Working capital demands have stabilined
the fourth quarter of 2007 and, combined with @tities to improve cash cycle times, have resulie i
significantly improved cash flow from the third gtex 2007 levels. As disclosed in prior quarters, a
significant improvement in cash flow was anticightiie to the scheduled delivery and sale of invexgo
in the second half of the year.

The Company'’s net investment in rental assets 4fZtillion in the fourth quarter of 2007, which sva
$50.0 million lower than the same period in 200&swwrimarily as a result of a higher level of rénta
disposals.

As a result of these items, cash flow from operpé#intivities was $207.3 million in the fourth quearof
2007 compared to $11.7 million in the fourth quaaie2006.

During the fourth quarter of 2007, under a shapairehase program, the Company repurchased 2,465,200
common shares at an average price of $27.31 faggregate amount of $67.3 million.

Annual Overview

2007 2006 2007 2006
($ millions) (% of revenue
Revenue $ 5,662.2 $ 4,853.2
Gross profit 1,599.2 1,367.5 28.2% 28.2%
Selling, general & administrative expenses (1,144.8) (1,003.8) (20.2)% (20.7)%
Other income 1.4 10.0 — 0.2%
EBIT 455.8 373.7 8.0% 7.7%
Finance costs (72.8) (69.8) (1.3)% (1.4)%
Provision for income taxes (102.9) (67.7) (1.8)% (1.4)%
Net income from continuing operations 280.1 236.2 4.9% 4.9%
Loss from discontinued operations, net of tax (2.0) (32.1) — (0.7
Net income $ 2781 $ 204.1 4.9% 4.2%
Revenue by Operation For the fifth consecutive year, revenues reachedrdelevels
($ millions) and were up in all of the Company’s operations. #ain
Twelve months ended December 31 revenues from continuing operations of $5.7 billiocreased

16.7%, year over year, as continued strong gromwth i
resource-based industries and the constructionrseahtinue
to drive demand in Canada and South America. Revenu
from the UK Group increased 13.8% over the pria@rye
reflecting improvement in most lines of business bu
primarily in new equipment sales.

3,500 - 02006 002007
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Revenue by Line of Business On a consolidated basis, all lines of businessear®d in
($ millions) 2007 over 2006. New equipment sales continued mairthte
Twelve months ended December 31 revenue growth as a result of extremely strongailer

demand for equipment.
02006 02007

Foreign exchange translation had a negative ingfact
approximately $100 million on revenues due to ti28%
stronger Canadian dollar in 2007 relative to th8.dlollar,
partially offset by a 2.9% weaker Canadian dolé&ative to
the U.K. pound sterling, year over year. In loaarency, the

2,2335
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T | | | § & Company’s South American operations contribute@meres
O ew Powere Used | caup | oss | omer | 39.3% higher than in 2006, while revenues genefiayetie
Equip  Energy  Equip  Rental UK Group operations were 11.2% above the 2006 level

Gross profit of $1,599.2 million in 2007 increasii9% over last year and was comparable to the prio
year as a percentage of revenue. The gross prafgimin the Canadian operations for 2007 was highe
when compared to the prior year with a lower gmosdit margin contributed by South American and UK
operations, primarily due to a revenue mix shidnircustomer support services to lower margin new
equipment sales.

EBIT by Operation — continuing operations EBIT of $455.8 million increased 22.0% year ovearye

($ millions) primarily due to the strong performance of the Camps
Twelve months ended December 31 Canadian and South American operations and a e@tin
improvement in the UK Group. EBIT for the year ethde
p 02006 02007 December 31, 2007 included higher variable opeyatosts

3997 to support the increased level of activity and bighmployee

costs related to the increased headcount and ajgges
- competition for a skilled workforce, as well as tcpessures
g 2 in South America. Annual LTIP charges in 2007 were
| ‘ \ |_|_| comparable with 2006.

Canada South America UK Group
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Excluding other operations — corporate head office

The 2006 results included non-recurring pre-taxgaif $18.2 million from the disposal of surplus
properties in Canada and the sale of OEM Remanufagts railroad and non-Caterpillar engine
component remanufacturing business to Caterplacluding these pre-tax gains from 2006 resuls, th
2007 EBIT was 28.2% higher than last year and EB&rgin of 8.0% in 2007 was above the prior year of
7.3%.

Net income from continuing operations in 2007 iased by 18.6% to $280.1 million, reflecting thedsol
activity noted above.

Basic EPS from continuing operations for the yemteel December 31, 2007 was $1.57 compared with
$1.32 in the same period last year, up 18.9%. T8 2esults included $0.09 per share of non-recgrri
gains on the sale of surplus properties and agrodf the OEM remanufacturing business in Canada,
partially offset by incremental finance costs opapimately $0.04 per share for the early repaynoént
Finning’s previously issued Eurobond notes in thedtquarter of 2006. Adjusting the prior year ésu

for the gains on dispositions and the incremetmalifce costs noted above, basic EPS would have been
$1.27 for the year ended December 31, 2006, codpar®l.57 in 2007, an improvement of 23.6%.

10
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Discontinued Operations

On July 31, 2007, the Company sold its U.K. ToaleHDivision for cash proceeds of $242.9 million
(approximately £112 million), net of costs. Thegg®ale price, net of taxes and transaction costs,
approximately equal to the net book value of thietanegible assets and goodwill associated withdbés
rental business, and resulted in an after-tax gaidisposal of $0.1 million.

Restructuring and other costs associated with iggodition of the Tool Hire Division of $2.0 milio
after tax were recorded in the second and thirdtgrsaof 2007.

On September 29, 2006, the U.K. Materials Handbngsion was sold for cash proceeds of $170.6
million (£81.7 million), net of costs, which resedtin an after-tax loss on disposal of $32.7 millio
(approximately £15.5 million).

These divisions are classified as discontinuedaijmars within the consolidated income statementalo
periods presented prior to each disposition.

Net income after discontinued operations for therwnded December 31, 2007 was $278.1 million
compared with $204.1 million in 2006. Basic EP®aftiscontinued operations was $1.56 in 2007
compared with $1.14 in 2006 ($1.09 after adjustorghon-recurring gains and incremental financesos
noted previously).

Cash Flow After Changes in Working Capital

Cash flow after changes in working capital for ylear ended December 31, 2007 was $404.4 million,
compared with cash flow of $460.2 million generate@006. The Company’s operations experienced a
significant increase in working capital, particljan the first half of 2007, as a result of theimg of
equipment and parts deliveries in relation to giromstomer demand requirements in 2007. Throughout
all operations, management continues to focus @mawing cash cycle times and operating efficiencies

The Company made a net investment in rental as§&#%74.6 million in 2007, which was $131.0 million
higher than 2006, and up in all operations to supporeased demand for all rental lines. Rentditaahs
were also higher in the Finning UK Group due todbe&erred delivery of rental assets at Hewden into
2007 from the prior year.

As a result of these items, cash flow used by dpgyactivities was $56.7 million in 2007 compated
cash flow provided by operating activities of $9mBlion in 2006. Cash flow in 2007 reflects theogith
in assets to meet customer demand.

For the year ended December 31, 2007, under a skfauechase program, the Company repurchased
3,691,400 common shares at an average price 03%23%. an aggregate amount of $102.7 million.

Results by Business Segment

The Company and its subsidiaries operate primarigne principal business, that being the selling,
servicing, and renting of heavy equipment and eel@roducts in various markets worldwide as noted
below.

Finning’s operating units are as follows:

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

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

* UK Group operationsEngland, Scotland, Wales, Falkland Islands, &eddhannel Islands

» Other. corporate head office.
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The table below provides details of revenue by afp@ns and lines of business for continuing operesti
Comparative periods have been reclassified to confo the 2007 presentation.

For year ended

December 31, 2007 South UK Revenue

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

For year ended

December 31, 2006 South UK Revenue

($ millions) Canada America Group Consolidated percentage
New mobile equipment $ 1,033.1 $ 389.5 $ 310.2% 1,732.8 35.7%
New power & energy systems 196.8 69.8 153.3 419.9 7%8
Used equipment 248.3 38.7 114.1 401.1 8.2%
Equipment rental 240.4 38.1 414.7 693.2 14.3%
Customer support services 873.4 471.7 238.4 1,583.5 32.6%
Other 20.6 2.1 — 22.7 0.5%
Total $ 2,612.6 $ 1,009.9 $ 1,230.7 $ 4,853.2 00.0%
Revenue percentage by operations 53.8% 20.8% 25.4% 100.0%

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

operations:
For year ended

December 31, 2007 South UK

(% millions) Canada America Group Other Consolidated
Revenue from external sources $  2,936.2 $ 1,325.6 $ 1,4004 $ — $ 5,662.2
Operating costs (2,486.0) (2,171.7) (1,191.3) (30.9) (4,879.9)
Depreciation and amortization (165.5) (25.9) (136.5) — (327.9)
Other income (expenses) 1.6 (0.6) 0.4 — 14
Earnings before interest and taxes$ 286.3 $ 127.4 $ 73.0 $ (309 $ 455.8
Earnings before interest and tax

- percentage of revenue 9.8% 9.6% 5.2% — 8.0%

- percentage by operations 62.8% 28.0% 16.0% (6.8)% 100%
For year ended

December 31, 2006 South UK

(% millions) Canada America Group Other Consolidated
Revenue from external sources $ 2,612.6 $ 1,009.9 $ 1,230.7 $ — $ 4,853.2
Operating costs (2,251.3) (876.3) (1,042.5) (32.9) (4,203.0)
Depreciation and amortization (145.7) (24.7) (116.1) — (286.5)
Other income (expenses) 17.7 — (7.1) (0.6) 10.0
Earnings before interest and taxes ~ $ 233.3 $ 108.9 $ 65.0 $ (335 % 373.7
Earnings before interest and tax

- percentage of revenue 8.9% 10.8% 5.3% — 7.7%
- percentage by operations 62.4% 29.1% 17.4% (8.9)% 100%
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Canadian Operations

The Canadian operating segment primarily refldotsrésults of the Company’s operating division,
Finning (Canada). This reporting segment also oetuthe Company’s interest in OEM Remanufacturing
Company Inc. (OEM), which is separately managedhffonning (Canada). OEM is a component rebuild
facility based in Edmonton, Alberta.

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

For years ended December 31

($ millions) 2007 2006
Revenue from external sources $ 2,936.2 $ 2,612.6
Operating costs (2,486.0) (2,251.3)
Depreciation and amortization (165.5) (145.7)
Other income 1.6 17.7
Earnings before interest and taxes $ 286.3 $ 233.3
Earnings before interest and taxes

- as a percentage of revenue 9.8% 8.9%
- as a percentage of consolidated earnings befteseist and taxes 62.8% 62.4%

Canada — Revenue by Line of Business ~ Record results were again achieved in the Company’s

($ millions) Canadian operations in 2007. Revenues increasdéol@ver
Twelve months ended December 31 the 2006 levels to $2,936.2 million. Revenues fropst lines
02006 02007 of business in Canada increased over 2006 levelst m

notably in new equipment sales. This occurred ites a
5.2% strengthening of the Canadian dollar relatvihe U.S.
dollar year over year.

1,253.2
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' The increase in new equipment revenues was atibheito
ol it strong market demand and continued growth in thengj
B ey ban e oo construction, and.goyernment.sectors, driven h;ng_tr

commodity and oil prices and infrastructure spegdin
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New equipment orders from customers continued tpame prior year volumes and as a result, the
backlog in Finning (Canada) reached new recorddeatethe end of 2007. Backlog reflects the strong
activity in the mining, petroleum, and constructgecttors, which are all key sectors for Finning’s
Canadian operations.

Higher revenues from customer support services weesult of servicing the steadily increasing
population of Caterpillar units in the Company’sn@dian dealership territory and the accompanying
demand for Caterpillar parts. The strong custorappsrt services revenue in 2007 was tempered by the
termination of the distribution arrangement witrelbiCanada Products in the fourth quarter of 2007.
Rental revenues increased over 2006 as a resstitosfg customer demand in this sector and a
corresponding increased investment in the rerdgal tind in the Cat Rental Store operations. Finning
(Canada) increased the number of the Company’'®k€attal Stores in operation in Western Canada to 34
at December 31, 2007, compared with 29 stores e¢ber 31, 2006. All rental categories continue to
generate strong returns.

The Company’s 25% investment in PipeLine Machidatgrnational (PLM) continues to do very well.
PLM has almost doubled its revenue over the prearylinternational activity for PLM has included
significant penetration into the China market vatrer 75 new pipelayers sold over the past 15 months
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PLM is also selling to pipeline customers consingcin Russia as well as ongoing focus on sal&outh
America, Europe, Africa, and India as well as Aalstrand Malaysia.

In Canada, higher gross profits were achievedlilingls of business. Gross profit as a percentdge o
revenue increased from 2006 primarily due to highargins across most lines of business, reflecting
good price realization in a robust market.

Selling, general, and administrative (SG&A) cosdsdincreased in absolute dollars but have slightly
decreased as a percentage of revenue in 2007 cedmnéh 2006. The higher costs in 2007 support the
strong revenue growth and customer demand. In ¢odarpport the strong demand in western Canada,
headcount for Finning (Canada) increased by apprabdly 460 or 12% compared to December 2006. As
a result, higher salaries, benefit, pension, tngnand recruitment costs were incurred in 2007. In
addition, standard variable selling costs such asamty and freight have increased.

Strong revenues and good price realization dueliost market activity and demand translated into a
significant contribution by the Company’s Canadigerating segment in 2007. EBIT of $286.3 millian i
2007 was 22.7% higher than the $233.3 million edine2006. Results from 2007 include a $2.4 million
pre-tax gain on the termination of an alliance agrent between Finning (Canada) and Shell Canada
relating to the distribution of Shell’s lubricantdalight oil products. The annual 2006 resultsudeld a
$12.9 million pre-tax gain on the sale of surplusperties at Finning (Canada) and a $5.3 millice+faix
gain recorded on the sale of a portion of OEM’saruafacturing business. OEM sold its railroad anakno
Caterpillar engine component remanufacturing bissitie Caterpillar.

Excluding the gains on the 2006 property salesta@®®EM sale, the 2006 EBIT margin (EBIT divided
by revenues) would have been 8.2% compared withh @éhieved in 2007.

Other Developments

* Finning, Finning (Canada), and OEM have been irewlw legal proceedings for the past three years
with the Alberta division of the International Assation of Machinists and Aerospace Workers —
Local Lodge 99 (IAM) relating to Finning (Canadaystsourcing of component repair and rebuilding
services to OEM in 2005. On October 17, 2007, theaa Court of Appeal overturned previous
decisions in favour of Finning and OEM made by@wart of Queens Bench and by a
Reconsideration Panel of the Alberta Labour RefatiBoard (ALRB), and reinstated a finding of the
original ALRB panel. The original ALRB panel haduftd that OEM was a successor employer to
Finning (Canada) in respect of the component regradrrebuilding activities being carried out by
OEM as a service provider to Finning (Canada). rEsalt of the Court of Appeal finding is that IAM
may now have the right to assert that it is thé@zed bargaining agent for some or all of the
non-management employees of OEM. These OEM empagreecurrently represented by another
union, the Christian Labour Association of Candd®e Court of Appeal did not overturn other aspects
of the previous decisions in Finning’'s and OEM’¢dar and the full operational and legal
implications of the Court's decision are still ®determined by the ALRB. At this time, Finning and
OEM are confident that they can manage the op@@timpacts of this recent Court decision.
Finning, Finning (Canada), and OEM filed for ledaweappeal this decision to the Supreme Court of
Canada. The timing of the appeal, if allowed, isyes known.

* In a separate matter, in the second quarter of, Z8@ring (Canada) and the 1AM, representing
Finning (Canada) hourly employees in Alberta aredNlorthwest Territories, agreed to a two year
extension of the existing collective agreement \aithenhanced wage settlement. This extends the
agreement to April 2010. All other terms and coiodis of the existing collective agreement continue
in effect.
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* In January 2008, Finning (Canada) purchased Cdllienergy Services Ltd., a leading Canadian
oilfield service company. The total value of thigrntsaction is approximately $145 million, comprigin
$96 million of cash, 14,365 Finning common shaveduged at $0.4 million) issued in connection with
the acquisition, with the difference being the aggtion of debt. The acquisition provides Finning
(Canada) with the opportunity to expand its cayaaitregional branches to enable them to undertake
more customer service work, accelerate throughpnéw equipment prepared for delivery to
customers, and increase the ability to undertakehima overhaul and rebuild work. Finning (Canada)
plans to relocate the Edmonton-based new equippreparation and used parts work to Collicutt’s
facilities in Red Deer, Alberta. This heavy equipneentre of excellence will free up capacity and
give the Company the opportunity to develop a ngfiieavy equipment overhaul rebuild capability in
Red Deer.

South America

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

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

For years ended December 31

($ millions) 2007 2006
Revenue from external sources $ 1,325.6 $ 1,009.9
Operating costs (1,171.7) (876.3)
Depreciation and amortization (25.9) (24.7)
Other expenses (0.6) —
Earnings before interest and taxes $ 127.4 $ 108.9
Earnings before interest and taxes
- as a percentage of revenue 9.6% 10.8%
- as a percentage of consolidated earnings beitesest and taxes 28.0% 29.1%
South America — Revenue by Line of Annual 2007 revenues of $1,325.6 million were abrd
Business($ millions) levels for Finning’s South American operations airb
Twelve months ended December 31 Canadian and local currency (the U.S. dollar) pitesof the
negative impact of a 5.2% strengthening of the Gema
02006 ©2007 dollar relative to the U.S. dollar. In local curogm Finning
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550.3

South America revenues increased 39.3% reflectigioeh
revenues in all lines of business, most notablyaw
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- services. Continued high prices for copper and dalke

- == e L= good demand for equipment and support servicdsein t

Enerqy Rentl countries in which Finning South America operabésw
equipment order backlog in local currency rematnsng and
is comparable to the levels achieved at the er2D06.
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Although revenues for customer support serviceg\wuegher in 2007, new equipment sales continued to
dominate revenue growth, making up 43.3% of taaénues (38.6% in 2006). The significant growth in
new equipment revenues was attributable to thegtdemand in the mining, construction, and forestry
sectors. Power and energy system revenues weralsampared with the prior year, primarily in
Argentina with a high demand for energy. Revenwavgin in customer support services, up 16.7%, was
driven by the higher number of Caterpillar uniteiing in the field and reflects the increasingiber

of mining maintenance and repair contracts entertedover the past couple of years.
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In both Canadian and local currency, gross proéiteased in 2007 in absolute terms, but decreasad a
percentage of revenue. This occurred partiallytduge revenue mix shift toward new equipment sales
which typically have lower margins, offset by stgen margins achieved in most lines of business,
reflecting price realization in a robust market.riylas from customer support services remainedivelgt
level compared with 2006, in spite of higher custossupport costs. In order to meet strong customer
service demand and the resultant higher numbegrgice maintenance contracts, over 900 additional
revenue-generating employees and support staff heee hired, representing a 20% increase over
December 2006 levels.

As a result of an increased headcount for assacgtpport staff, SG&A expenses included higherrszda
and benefit costs in 2007 compared with 2006 tagetlith higher recruitment and training costs. art
availability constraints also increased parts dgincosts. Other operating costs reflect the upward
pressure of inflationary increases, especially fiangentina which continues to have a comparativeiy
rate of inflation. Where possible, price increadsage been implemented to offset rising costs. ite s
the increase in SG&A costs to manage growth in aeiN8G&A as a percentage of revenue in 2007
remained comparable with 2006 as a result of nuuseratiatives to manage costs.

EBIT of the Company’s South American operation$h27.4 million for the year ended December 31,
2007, was 17.0% higher than 2006 and in local cgyevas 22.9% higher when compared to the prior
year, reflecting the strong revenue growth. Howgeasra result of the sales mix being orientedh@her
proportion of equipment sales (which typically haewer margin) and the higher costs to meet costo
demand, EBIT as a percentage of revenue for FinBomgh America declined to 9.6%, down from 10.8%
in 2006. Management continues to undertake cogtgavitiatives to drive productivity efficiencias

work flow processes wherever possible but continad® challenged by product availability constigin
for certain large equipment types and the lackupp$y of a skilled and experienced workforce tdiful
current demand levels.

United Kingdom (“UK™ Group

During the fourth quarter of 2006, the UK Group wasrganized to combine the operations of Finning
(UK) and Hewden into one organization creating fdistinct market units to more effectively service
customers, improve alignment with Caterpillar, éamgenerate operating efficiencies. At the same &m
new management team was appointed. These four tmarks will, over time, be supported by an
integrated back office operation that will proviceammon head office services, generating additional
synergies among the market units. As a resultisfrorganization, the Finning UK Group is reporasd
one operating segment in 2007, with the four maukés being: Heavy Construction, General
Construction, Power Systems, and Rental (Hewden).

Prior to 2007, results from the UK Group were répo@s two separate operating segments: Finning UK
Operations, reflecting the results of Finning (U UK Caterpillar dealership operation and Dipgk
which distributes and services Perkins enginekent.K; and Hewden Operations, an equipment rental
and associated services operation in the U.K.

On July 31, 2007, Hewden sold its Tool Hire Divisiand on September 29, 2006, Finning (UK) sold its
Materials Handling Division. The results from thedl Hire and Materials Handling divisions are
recorded as discontinued operations with priorqeeresults restated accordingly.
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The table below provides details of the resultghefcontinuing operations from the UK Group:

For years ended December 31

($ millions) 2007 2006
Revenue from external sources $ 1,400.4 $ 1,230.7
Operating costs (1,191.3) (1,042.5)
Depreciation and amortization (136.5) (116.1)
Other income (expenses) 0.4 (7.1)
Earnings before interest and taxes $ 73.0 $ 65.0
Earnings before interest and taxes

- as a percentage of revenue 5.2% 5.3%
- as a percentage of consolidated earnings befteeest and taxes 16.0% 17.4%

UK Group — Revenue by Line of Business Annual 2007 revenues of $1,400.4 million were uiB%3

($ millions) from the prior year primarily due to increases @wn
Twelve months ended December 31 equipment revenue. Excluding the impact of foraigmency
02006 ©2007 translation resulting from the 2.9% weakening & @anadian

dollar relative to the U.K. pound sterling, revesue the UK
Group increased by 11.2% in local currency comptodie
prior year.
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Energy sales. As a result, the UK Group’s revenue mix mase
heavily weighted to new equipment sales in 2007 pamed

with 2006.

0

The UK Group was successful in delivering 19% nmraee units into the marketplace during the year
compared to last year on a continuing basis, lasnéfited from several large deals into the quagynd
mining sectors. Revenue from rental operations 2% higher in 2007 compared with 2006, primarily
due to a higher asset base while competitive cimmditcontinue to challenge overall rental utilipati

levels and price realization. In addition, durir@@Z management focused on the disposition of Helwden
Tool Hire Division and implementation of a new infaation technology system for Hewden’s continuing
operations, thereby reducing focus on market faautiyities. As this new system improves processes,
and Hewden'’s revised product line becomes fully etadled in rental operations, management believes
that utilization, price realization, and operatnegults will improve.

New order backlog in local currency at December72@nained strong and was comparable to the levels
achieved at December 2006.

Gross profit for the year ended December 31, 2085 mgher compared with the same period last year i
absolute terms, but decreased as a percentageeoiues partially due to a revenue mix shift towaads
higher proportion of new equipment sales whichagfty generate lower margins compared to customer
support services. In addition, the rental busimegeerienced lower margins in 2007 compared to thoe p
year for the reasons noted above.

SG&A costs were higher in 2007 compared with 200D&hksolute terms reflecting higher revenues and
increased information technology costs, partiaffget by lower pension costs. SG&A costs as a
percentage of revenue were lower compared with 20@ély as a result of various initiatives and
management’s focus on realizing cost efficiencies.

In 2007, the UK Group contributed $73.0 millionEBIT, a 12.3% increase compared with that achieved
in 2006. Other expenses incurred in 2006 were pifynaroject costs at Hewden and related to various
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initiatives to assess products, the distributiotwoek, organizational structure, and process edficly to

meet customers’ needs. Management continues toiegand assess the business model in the U.K. with
Finning’s goal of building market share, growing ttustomer service business, generating highansetu
on invested capital, and improving financial result

EBIT as a percentage of revenue for the UK Group.2% in 2007 was slightly lower than 5.3% in 2006.

Subsequent to the end of 2007, in January and Eadyuary 2008, Hewden sold certain properties for
cash proceeds of approximately $28 million, reaglin a pre-tax gain of approximately $14 milliddso
in January 2008, Hewden sold its Hoists businelsesd@ sales are in line with Hewden's strategy of
increasing focus on core business areas whers #lh@ady built, or intends to build, a market kxatiip
position.

Discontinued Operations — Tool Hire and Materials Fandling divisions

On September 29, 2006, the Materials Handling wvisvas sold for cash proceeds of $170.6 million
(£81.7 million), net of costs, which resulted inrge-time after-tax loss of $32.7 million (approxieig
£15.5 million).

On July 31, 2007, the Company sold its Tool Hirgi§lon for cash proceeds of approximately $242.9
million (approximately £112 million), net of cosiBhe gross sale price, net of taxes and transactsts,
was approximately equal to the net book value efrigt tangible assets and goodwill associatedtivith
tools rental business, and resulted in a one-tiitee-tax gain of $0.1 million. Restructuring andhet
costs associated with the disposition of this bessrof $2.0 million after tax were recorded ingbeond
and third quarters of 2007.

These divisions are classified as discontinuedaifmers within the consolidated income statementsitfo
periods presented prior to the disposition. Thétaklow provides details of the discontinued opens
of the Tool Hire and Materials Handling divisioescluding the gain and loss on sale, respectively:

For year ended December 31 Tool Hire Division Materials Handling Division
($ thousands) 2007 2006 2007 2006

Revenue from external sources $ 1133 % 1941 % — $ 183.6
Operating costs (82.2) (138.6) — (147.7)
Depreciation and amortization (23.4) (37.8) — (31.1)
Other expenses (8.0) (3.6) — —

Earnings before interest and taxes $ 03 $ 141 % — $ 4.8

Approximately 1,200 and 1,000 employees were teansfl with the sale of the Tool Hire and Materials
Handling divisions, respectively.

Corporate and Other Operations

For years ended December 31

($ millions) 2007 2006

Operating costs $ (30.9) $ (32.9)
Other expenses — (0.6)
Earnings before interest and taxes $ (30.9) $ (33.5)

For the year ended December 31, 2007, operatirtg 06$30.9 million were lower than the $32.9 roitli
in 2006. LTIP and pension costs incurred in 2007evetightly lower than the costs recorded in 2006.
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Earnings Before Interest and Taxes (EBIT)

On a consolidated basis, EBIT in 2007 increased2§% over 2006 to $455.8 million. EBIT in the prio
year included gains realized on the disposal gilesrproperties in Canada and a portion of OEM’s
business. Adjusting prior year results for thesag&BIT in 2007 was up 28.2%. Gross profit incezh
16.9% to $1,599.2 million in 2007 compared with @00p in all business segments. The increase ssgro
profit was partially offset by an increase in SG&ésts. SG&A costs were higher in 2007 compared with
2006, reflecting higher costs incurred to meet@ustr demand and inflationary cost increases intSout
America. EBIT continued to be negatively impacte@007 due to the stronger Canadian dollar relative
the U.S. dollar. EBIT as a percentage of revenaeeased from 7.7% in 2006 to 8.0% in 2007. Exclgdin
the prior year gains on dispositions noted abo¥dTEnargin in 2006 would have been 7.3% compared
with 8.0% in 2007.

EBIT by operation Major components of the annual EBIT variance were:
($ millions) ($ millions)
Twelve months ended December 31 5006 EBIT 373.7
300q o _& D200 2007 Net growth in operations 101.6
S Gain on sale of OEM’s railroad and non-Cat
s remanufacturing business in 2006 (5.3)
1507 & — 2 o Gain on sale of properties in Canada in 2006 (12.9)
| ‘ \ |—|_| Lower pension expense 8.1
0 Canada South America UK Group Forelgn eXChange ImpaCt (190)
Other net expensésee Note 2 to the
Excluding other operations — corporate head office Consolidated Financial Statements) 9.6
2007 EBIT 455.8

Finance Costs

Finance costs for the year ended December 31, @0®972.8 million were 4.3% higher than 2006.
Finance costs in 2006 included a charge of apprataiyn $8.9 million, reflecting costs associatedwitie
recognition of deferred financing costs and relatstkmption costs. These costs arose followingahe

of the Company’s Materials Handling Division in tdeK., as the Company used a portion of the progeed
to redeem £75 million of its £200 million Eurobonates. Adjusting for the costs associated with the
redemption of the Eurobond notes in 2006, finarmstscfrom continuing operations increased 19.5% in
2007 due to:

» Higher average debt levels at each of the Compampgsations to support working capital
requirements and investment in rental assets.

» Higher short-term interest rates.
Provision for Income Taxes

Finning’s 2007 annual income tax expense was $108l@n (26.9% effective tax rate) compared with
$67.7 million (22.3% effective tax rate) for 2008e higher effective tax rate in 2007 reflects duced
benefit realized from tax planning strategies awtiange in the Company’s earnings mix with
proportionately more income earned in the highejuasdictions of Canada and the UK. The income ta
provision in 2006 was also lower due to a lowertehpax rate on gains on property sales in Canada.

Management anticipates that for 2008, the consltaffective tax rate will approximate 25 — 30%.
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Net Income

Finning’s net income from continuing operationsreéased 18.6% to $280.1 million in 2007 compared
with $236.2 million in 2006, reflecting the strehgh the Company’s Canadian and South American
operations as well as improved results from the@Kup. Annual 2007 results were impacted by higher
costs to meet customer demand, inflationary opegatost pressures in certain markets, and the
unfavourable impact of foreign exchange translatiénning’s 2006 earnings included after-tax gans
the sale of certain properties in Canada and aopoof the OEM business, partially offset by incestal
finance costs incurred on the early partial repaynoéthe Eurobond notes.

Basic EPS from continuing operations increased%8®$1.57 in 2007 compared with $1.32 in 2006.
Excluding the gains and incremental finance costarred in 2006 noted above, basic EPS would have
been $1.27 in 2006, 23.6% lower than 2007.

Liquidity and Capital Resources

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

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

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

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

Cash Flow from Operating Activities

For the year ended December 31, 2007, cash flew afirking capital changes was $404.4 million, a
decrease from cash flow of $460.2 million generddstiyear. Cash flow before working capital change
from operations increased in 2007 compared to 200i8. was offset by a significant increase in wogki
capital in the first half of 2007 as a result a¢ timing of equipment and parts deliveries in ielato
strong customer demand requirements in 2007, amdased funding of pension plans. Throughout all
operations, management continues to focus on inmpyaash cycle times and operating efficiencies,
which was evident in the last half of 2007.

The Company made a net investment in rental as&74.6 million during 2007 compared to $343.6
million in 2006, above its annual target of $32%lion to $375 million. Rental expenditures incredses
the Company experienced higher demand for thestsassall rental lines of business. Rental assets
continued to be replenished where they have bekredtto help meet customer demand and offset
product availability issues. Rental additions wals® higher in the Finning UK Group due to the dei@
delivery of rental assets at Hewden into 2007 ftbenprior year.

Overall, cash flow used by operating activities Ww&6.7 million in 2007 compared to cash flow preadd
by operations of $97.2 million in 2006. Cash floged by operating activities in 2007 was below the
Company’s target due to strong growth in the Comgjsanusiness and customer demands required an
increase in working capital and rental assets.

Cash Used For Investing Activities

Net cash provided by investing activities in 200falled $181.3 million compared with $107.8 million
2006. The primary source of cash in 2007 was th@meeeds of $242.9 million received on the séle o
the Tool Hire division, and in 2006 was the netgereds of $170.6 million received on the sale of the
Materials Handling Division.
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Cash used for capital additions for the year erfdecember 31, 2007 was $74.2 million compared with
$76.1 million for the year ended December 31, 200& capital additions in 2007 and 2006 reflect
general capital spending to support operationsadswlincluded the capitalization of certain costated
to the development of Hewden’s new information eyst

In 2007, the Company’s Canadian operations acquait€dt Rental Store for $2.7 million and in thedhi
guarter of 2006, the Company made a $10.3 millime$tment in a new Cat Rental Store.

Proceeds of approximately $4.1 million were pai@@®7 and $6.4 million were received in 2006 on the
settlement of foreign currency forwards that hedigeeign subsidiary investments. In 2006, procesfds
$5.3 million were received on the divestiture gfaation of the OEM Remanufacturing business.
Investing activities in 2006 also reflected the pant of a $22.4 million (U.S. $20 million) purchgsice
adjustment as a result of achieving performanderaiby the Argentina Caterpillar dealership acegi

by Finning in 2003.

The Company’s planned net capital expenditure2®@8 are projected to be in the range of $110 onilli
to $120 million and will be funded through cashaffofrom operations. This excludes any capital aegui
as a result of an acquisition. Net rental additifmms2008 are projected to be in the $300 millior$820
million range.

The Company believes that internally generated ttash supplemented by borrowing from existing
financing sources, if necessary, will be sufficiemteet anticipated capital expenditures and atagh
requirements in 2008. At this time, the Companysdoa reasonably expect any presently known trend o
uncertainty to affect our ability to access outdnigal sources of cash.

Financing Activities

To complement the internally generated funds frgarating and investing activities, the Company has
approximately $1,380 million in unsecured creddiliies. Included in this amount is a committedefi
year global syndicated bank credit facility enteirgd in 2005 and maturing in 2011. At December 31,
2007, approximately $560 million was drawn on ockeal by the Company’s credit facilities.

Longer-term capital resources are provided by tisecess to capital markets. The Company is rated b
both Standard & Poor’s (S&P) and Dominion Bond Rgtservice (DBRS). In 2007, the Company’s
short-term and long-term debt ratings were botbméomed at R-1 (low) and BBB (high), respectively,
by DBRS. In addition, the Company’s long-term delting was reconfirmed at BBB+ by S&P. The
Company continues to utilize the Canadian commigpaiper market as its principal source of shontater
funding in Canada. The Company’s commercial papagnam is backstopped by the global syndicated
credit facility. In February 2008, the maximum aaribed limit of the Company’s commercial paper
program was increased from $500 million to $60Qiamil

As at December 31, 2007, the Company’s short amgHerm borrowings totalled $1,177.0 million, an
increase of $13.4 million or 1.2% since December2806.

In 2006, following the sale of the Company’s MatésiHandling Division in the U.K., the Company used
a portion of the proceeds to redeem £75 milliorb@a million) of the original £200 million Eurobonbh
addition, the Company repaid its $75.0 million 8466ebenture, on maturity, with short-term borrovging
from its commercial paper program.

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

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

As a result of the Board’s confidence in the futeaenings for the Company and its ongoing commitmen
to the return of value to its shareholders, the gamy increased its quarterly dividend in May 2097 b
one cent to nine cents per common share, and iefber 2007 by a further one cent to ten cents per
common share. As a result, dividends paid to sleddlels increased in 2007 by $15.3 million to $64.5
million.

The Company has an active share repurchase progreffect until March 29, 2008. During 2007, the
Company repurchased 3,691,400 common shares ateaga price of $27.82 for an aggregate amount of
$102.7 million.

The Company’s overall debt to total capital rati@swt2% at the end of 2007 and 2006. The totaltdebt
capital ratio is comparable, year over year, withrall debt levels remaining fairly constant.

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

($ millions) 2008 2009 2010 2011 2012 Thereafter Total
Long-term debt
- principal repayment $ 2157 % 40 % 40 $ 983 % — $ 2429 $ 806.1
- interest 37.6 29.9 29.6 28.9 13.8 65 145.4
Operating leases 70.5 59.8 52.0 389 28.1 164.1 413.4
Capital leases 2.3 1.8 1.4 1.2 1.0 15.8 235

Total contractual obligations $ 326.1 $ 955 $ 708 $ 4085 $ 42.9 $ 428.4% 1,388.4

Off-Balance Sheet Arrangement

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

On the expiry date, the Company terminated theveoeoship interests, ceased all securitizationsof it
accounts receivable, and repurchased previousiyiseed receivables for cash of $45.0 million. At
December 31, 2006, the Company carried a retamtedest in the transferred receivables in the amoin
$9.5 million, which equalled the amount of overat#ralization in the receivables it sold, which was
reported on the consolidated balance sheets im otineent assets.

For the 2007 period up to the repurchase of theivables held by the Trust, the Company recognézed
pre-tax loss of $1.&illion (2006: $2.0 million) relating to these tisars.

Proceeds from revolving reinvestment of collectiarese $451.9nillion in 2007 (2006: $520.6 million).
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Employee Share Purchase Plan

The Company has an employee share purchase plas @anadian employees. Under the terms of this
plan, eligible employees may purchase common sludrte® Company in the open market at the current
market price. The Company pays a portion of thelpase price to a maximum of 2% of employee
earnings. At December 31, 2007, 72% of Canadiaria@maps were contributing to this plan. The
Company has an All Employee Share Purchase OwipePsan for its employees in Finning (UK) and
Hewden. Under the terms of this plan, employees coayribute up to 10% of their salary to a maximum
of £125.00 per month. The Company will provide coenmon share, purchased in the open market, for
every three shares the employee purchases. At Deredth, 2007, 26% and 14% of eligible employees in
Finning (UK) and Hewden, respectively, were conttilhg to this plan. These plans may be cancelled by
Finning at any time.

Accounting Estimates and Contingencies
Accounting, Valuation and Reporting

Changes in the rules or standards governing acemucén impact our financial reporting. The Company
employs professionally qualified accountants thiamg its finance group and all of the operating uni
financial officers have a reporting relationshighie Chief Financial Officer (CFO). Senior finarcia
representatives are assigned to all significanjepte that impact financial accounting and repagrtin
systems. Policies are in place to ensure complssegred accuracy of reported transactions. Key
transaction controls are in place, and there egaegiation of duties between transaction initigtion
processing, and cash receipt or disbursement,bemd is restricted physical access to the Treamualy
cash settlements area. Accounting, measuremengti@i, and reporting of accounts, which involve
estimates and / or valuations, are reviewed quatbgrthe CFO and the Audit Committee of the Boafd
Directors. Significant accounting and financialitgpand issues are presented to and discussedheith
Audit Committee.

In 2006, Canada’s Accounting Standards Board eatidi strategic plan that will result in CanadianABRA
as used by public companies, being evolved andarged with International Financial Reporting
Standards (IFRS) over a transitional period todramete by 2011. The official changeover date from
Canadian GAAP to IFRS is for interim and annuaaficial statements relating to fiscal years begigpnin
on or after January 1, 2011. As the Internationadddnting Standards Board currently has projects
underway that should result in new pronouncemamissance this Canadian convergence initiative ry ve
much in its infancy as of the date of these statgsp¢he Company has not yet assessed the imp#et of
ultimate adoption of IFRS on the Company. The Camseeks to have a global plan in place for 2008,
and believes it has the adequate human and fifaes@urces and project oversight in order to e &b
meet the implementation timelines currently contiatsal by the regulators.

Management'’s discussion and analysis of the Comgdingncial condition and results of operations ar
based on the Company’s consolidated financial isiames, which have been prepared in accordance with
Canadian GAAP. The Company’s significant accoungalicies are contained in Note 1 to the
consolidated financial statements. Certain of thpedieies require management to make estimates and
assumptions that affect the reported amounts etsdsabilities, revenues, expenses, and disatostir
contingent assets and liabilities. These policiay require particularly subjective and complex jundmts
to be made as they relate to matters that areentigruncertain and because the likelihood thaenedlty
different amounts could be reported under diffecamtditions or using different assumptions. The
Company has discussed the development, selectidraplication of its key accounting policies, adnel
critical accounting estimates and assumptions itmeglve, with the Audit Committee. The more
significant estimates include: fair values for gadtimpairment tests, allowance for doubtful acotsy
reserves for warranty, provisions for income tarpyee future benefits, and costs associated with
maintenance and repair contracts.

23



Finning International Inc.

Fourth Quarter and Annual 2007 Results

A significant portion of goodwill recorded on therssolidated balance sheets relates to the Company’s
investment in Hewden Stuart plc, acquired in 200 Company performs impairment tests on its
goodwill balances on at least an annual basis waasanted by events or circumstances. During dae,y
the Company performed its assessment of goodwidldtiynating the fair value of operations to whilé t
goodwill relates using the present value of exgkdiscounted future cash flows, which resultedan n
impairment in 2007.

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

Income Taxes

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

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

Description of Non-GAAP Measure

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

Reconciliation between EBIT and net income fromtowing operations:

For years ended December 31

($ millions) 2007 2006

Earnings from continuing operations before inteegst income taxes (EBIT) $ 455.8 $ 373.7
Finance costs (72.8) (69.8)
Provision for income taxes (102.9) (67.7)
Net income from continuing operations $ 280.1 $ 236.2
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Risk Management

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

The Company is dedicated to a strong risk managecutre to protect and enhance shareholder value.
The processes within Finning's risk managementtfanare designed to ensure that risks are properly
identified, managed, and reported. The Companyaties all of its key risks in its most recent Annua
Information Form (AIF) with key financial risks alsncluded herein. On a quarterly basis, the Compan
assesses all of its key risks and any changesytéiriancial or business risks are disclosed in the
Company’s quarterly MD&A.

Financial Derivatives

The Company uses various financial instruments asdhterest rate swaps and forward foreign exahang
contracts as well as foreign currency debt to marggoreign exchange exposures, interest rate
exposures, and expenses which fluctuate with givaze movements (see Notes 3 and 4 of Notes to the
Consolidated Financial Statements). The Company desvative financial instruments only in
connection with managing related risk positions daés not use them for trading or speculative @mepo

The Company continually evaluates and manages aissaciated with financial derivatives, which
includes counterparty credit exposure. The Compaayages its credit exposure by ensuring there is no
significant concentration of credit risk with a gi@ counterparty, and by dealing only with highdyed
financial institutions as counterparties.

Financial Risks and Uncertainties
Interest rates

The Company’s debt portfolio is comprised of baked and floating rate debt instruments, with tetms
maturity ranging up to six years. In relation ®debt financing, the Company is exposed to paknti
changes in interest rates, which may cause the @oygoborrowing costs to fluctuate. Floating ragbdd
exposes the Company to fluctuations in short-tenerest rates, while fixed rate debt exposes the
Company to future interest rate movements uponaatiing the debt at maturity. Fluctuations in cotrre
or future interest rates could result in a matexdhlerse impact on the Company’s financial resyts
causing related finance expense to rise. Furtherfair value of the Company’s fixed rate debt gdions
may be negatively affected by declines in interatds, thereby exposing the Company to potentisids
on early settlements or refinancing. The Companyimizes its interest rate risk by balancing itstfmio
of fixed and floating rate debt, as well as manggire term to maturity of its debt portfolio. Atrtan
times the Company utilizes derivative instrumenishsas interest rate swaps to adjust the balanieeof
and floating rate debt to appropriately determilesels.

Credit Risk

The Company has a large diversified customer lzaskis not dependent on any single customer ompgrou
of customers. Credit risk is minimized becauseéhefdiversification of the Company’s operations & w
as its large customer base and its geographiga¢idion. Although there is usually no significant
concentration of credit risk related to the Compappsition in trade accounts or notes receivabie,
Company does have a certain degree of credit exp@sising from its foreign exchange derivative
contracts. There is a risk that counterpartiefiése derivative contracts may default on theirgattions.
However, the Company minimizes this risk by engyithrere is no excessive concentration of credit ris
with any single counterparty, by active credit nggraent and monitoring, and by dealing only with
highly rated financial institutions.
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Financing arrangements

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

Commodity prices

The Company’s revenues can be affected by flucnatin commodity prices; in particular, changes in
views on long-term commodity prices. In Canada, maity price movements in the metals, coal,
forestry, and petroleum sectors can have an impactistomers’ demands for equipment and customer
service. In Chile and Argentina, significant fluations in the price of copper and gold can havelaim
effects, and customers base their capital expeneditecisions on the long-term outlook for metaisthie
U.K., changes to prices for thermal coal may imgagtipment demand in that sector. While commodity
prices continue to be strong, significant fluctaas in future commodity prices could result in aenal
adverse impact on the Company’s financial results.

Foreign exchange exposure

The Company is geographically diversified, withrsigant investments in several different countriéise
Company transacts business in multiple currentiesmost significant of which are the U.S. doltae
Canadian dollar, the U.K. pound sterling, and thde2n peso. As a result, the Company has a certain
degree of foreign currency exposure with respeitetos denominated in foreign currencies. The three
main types of foreign exchange risk of the Compeanry be categorized as follows:

Investment in Foreign Operations

All of the Company’s foreign operations are consideself-sustaining. Accordingly, assets and
liabilities are translated into Canadian dollarmmgshe exchange rates in effect at the balancetshe
dates. Any unrealized translation gains and loasesecorded as an item of comprehensive income and
accumulated other comprehensive income. Cumulatimeency translation adjustments are recognized
in net income when there is a reduction in the Camy{s net investment in the self-sustaining foreign
operations.

It is the Company’s objective to manage its exp@simet foreign investments. The Company has
hedged a portion of its foreign investments throfaykign currency denominated loans and other
derivative contracts. Any exchange gains or lossiseng from the translation of the hedging
instruments are recorded as an item of comprehemstome and accumulated other comprehensive
income. A 5% hypothetical strengthening of the @eradollar relative to all other currencies frame t
December 2007 month end rates, assuming the sameaclevel of hedging instruments, would result
in an after tax deferred unrealized loss of appnately $50 million.
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Transaction Exposure

Many of the Company’s operations purchase, seit, Bnd lease products as well as incur costs
throughout the world using different currenciesisTpotential mismatch of currencies creates
transactional exposure at the operational leveigchvimay affect the Company’s profitability as
exchange rates fluctuate. It may also impact the@@my’s competitive position as relative currency
movements affect the business practices and/angrstrategies of the Company’s competitors.

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

Translation Exposure

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

Sensitivity to variances in foreign exchange rates

The sensitivity of the Company’s net earnings ttilations in average annual foreign exchange raites
summarized in the table below. The table assunaghib Canadian dollar strengthens 5% against the
currency noted, for a full year relative to the Beaber 2007 month end rates, without any change in
local currency volumes or hedging activities.

Increase (decrease) in annual net income

Currency December 31, 2007 month end rates $ millions
USD 0.9881 16)
GBP 1.9600 0
CHP 0.0020 3

The sensitivities noted above ignore the impaex@hange rate movements on other
macroeconomic variables, including overall levdld@mand and relative competitive advantages.
If it were possible to quantify these impacts, tbgults would likely be different from the
sensitivities shown above.
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Controls and Procedures Certification

Disclosure Controls and Procedures

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

The Company has a Disclosure Policy and a Discbo®@ammittee in place to mitigate risks associated
with the disclosure of inaccurate or incomplet®infation, or failure to disclose required infornoati

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

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

As required by Multilateral Instrument 52-109, “G#cation of Disclosure in Issuers’ Annual anddrin
Filings” issued by the Canadian Securities reguweamithorities, an evaluation of the effectiveneisthe
design and operation of the Company'’s disclosurgrots and procedures was conducted as of December
31, 2007, by and under the supervision of managenmatuding the CEO and CFO. The evaluation
included documentation review, enquiries, and ofinecedures considered by management to be
appropriate in the circumstances.

Based on that evaluation, the CEO and CFO havduent that the Company’s disclosure controls were
effective as of December 31, 2007.

Internal Control over Financial Reporting

Management is responsible for establishing and taiaing adequate internal control over financial
reporting. Internal control over financial repodiis designed to provide reasonable assurancediagar
the reliability of financial reporting and the pegption of financial statements in accordance with
Canadian generally accepted accounting principles.

There have been no changes in internal control fivancial reporting during the year ended December
31, 2007 that have materially affected, or areaeaBly likely to materially affect, the Companyrgernal
control over financial reporting.
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Selected Quarterly Information

$ millions, except for share

and option data 2007 2006
Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1

Revenué?

Canada $ 750.3 $ 639.9 $ 846.4 $ 699.6 $ 737.0 94%75 $ 681.0 $ 599.9

South America 348.0 317.4 321.6 338.6 301.0 261.0 16.2 231.7

UK Group 361.2 371.8 329.6 337.8 327.1 312.0 294.5 297.1
Total revenue $1,459.5 $1,329.1 $1,497.6 $1,376.0 $1,365.1 $1,167.7 $1,191.7 $1,128.7
Net income (loss{’

from continuing operations $ 705 $ 63.6 $ 753 $.77 $ 531 $ 718 $ 56.0 $ 553
from discontinued operations — — (1.2) (0.8) (0.4) (33.9) 0.6 1.6
Total net income $ 705 $ 63.6 $ 74.1 $ 69.9 $ 52.7% 37.9 $ 56.6 $ 56.9
Basic Earnings (Loss) Per Sh&ré?

from continuing operations $ 040 $ 035 $ 042 $.390 $ 030 $ 040 $ 031 $ 031
from discontinued operations — — (0.01) — — (0.19) — 0.01
Total basic EPS $ 040 $ 035 $ 041 $ 0.39 $ 03 021 $ 031 $ 0.32
Diluted Earnings (Loss) Per Shéte

from continuing operations $ 039 $ 035 $ 042 $.390 $ 029 $ 040 $ 031 $ 031
from discontinued operations — — (0.01) — — (0.19) — 0.01
Total diluted EPS $ 039 $ 035 $ 041 $ 0.39 $ 902% 021 $ 031 $ 0.32
Total asset) $ 4,134.2 $4,079.7 $4,434.4 $ 4,386.2 $ 4,200883,786.4 $ 3,900.2 $ 3,868.0
Long-term debt

Current $ 2157 $ 2042 $ 2041 % 2.2 $ 22 $ 7MW 791 $ 803

Non-current 590.4 554.5 600.6 753.8 735.9 710.7 .B51 8489
Total long-term deb® $ 8061 $ 7587 $ 8047 $ 756.0 $ 7381 $ 790.0 9306 $ 929.2
Cash dividends paid per common
share® $ 010 $ 009 $ 009 $ 008 $ 008 $ 0065 $ 0.085 0.065
Common shares outstanding
(000's)@ 176,132 178,521 179,601 179,272 179,090 178,808 7188 178,742
Options outstanding (000'§) 4,656 4,737 4,934 3,606 3,904 4,302 4,330 2,610

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

Results from the Tool Hire and Materials Handlimgislons qualify as discontinued operations andehagen reclassified to
that category for all periods presented. Includethe loss from discontinued operations in thedtquarter of 2007 is the after-
tax gain on the sale of the Tool Hire Division & $ million. Restructuring and other costs assedatith the disposition of
$2.0 million after tax were recorded in the secand third quarters of 2007. Included in the lossrfdiscontinued operations
in the third quarter of 2006 is the after-tax lossthe sale of the Materials Handling Division 82%7 million or $0.18 per
share. Revenues from the UK Tool Hire and Matekitdadling divisions have been excluded from thenee figures above.
Assets from the Tool Hire and Materials Handlingislons have been included in the total assetsdigfor periods prior to
their sale — see Note 13 to the Consolidated FiahBtatements.

(2) On May 9, 2007, the Company'’s shareholdersamat a split of the Company’s outstanding commareshon a two-for-
one basis. Each shareholder of record at the oldlsasiness on May 30, 2007, received one additisimare for every
outstanding share held on the record date. Allsshad per-share data have been adjusted to réftestock split. During
2007, the Company repurchased 3,691,400 commorsshaan average price of $27.82 as part of a nawnase issuer bid.

Earnings per share (EPS) for each quarter hasdmeputed based on the weighted average numbeatésissued and
outstanding during the respective quarter; theegfquarterly amounts may not add to the annuadl tota

(3) In the third quarter of 2006, the Company m¢iti funds from the sale of the UK Materials Hargllibivision to redeem £75
million of its £200 million Eurobond notes.
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New Accounting Pronouncements
Changes Adopted in 2007
(a) Financial Instruments and Comprehensive Income

Effective January 1, 2007, the Company adoptedall@ving new accounting standards issued by the
Canadian Institute of Chartered Accountants (ClG#gndbook Section 153Q.omprehensive Income
Section 3855Financial Instruments — Recognition and Measurem@attion 3865Hedges Section
3251,Equity, and Section 386Einancial Instruments — Disclosure and Presentatibnese new

standards require all derivatives to be recordetherbalance sheet at fair value and establish new
accounting requirements for hedges. In additioeséhstandards provide guidance for reporting ii@ms
other comprehensive income, which is included encitnsolidated balance sheets as accumulated other
comprehensive income or loss, a separate compohshareholders’ equity.

If a derivative qualifies as a hedge, dependinghemature of the hedge, the effective portionhainges
in the fair value of the derivative will either bfset against the change in fair value of the leeldassets,
liabilities, or firm commitments through earningsrecognized in other comprehensive income ungil th
hedged item is recognized in earnings. Any ineffegbortion of designated hedges will be recognized
immediately in income.

The new standards have been applied prospectaetgrdingly comparative periods have not been
restated. However, prior period financial stateraeatroactively reflect the classification of curcg
translation adjustments on the Company’s net imvest in self-sustaining operations and related imgdg
gains and losses as components of other compreleansome. As at January 1, 2007, the impact on the
consolidated balance sheet as a result of the iatoptt these standards was a decrease in othettéong
assets of $8.4 million; an increase in future inedax assets of $5.9 million; a decrease in acsount
payable of $4.5 million; a decrease in long-terrtigaltions of $13.1 million; a decrease of $0.8 millin
long-term debt; an increase of $5.7 million in aoalated other comprehensive income; and an increase
in retained earnings of $10.2 million.

The effect on net income for the year ended Dece®be?2007 as a result of adopting the new starsdard
is not material.

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

(b) Capital Disclosures

Effective December 31, 2007, the Company early tatbfhe new recommendations of the CICA for
disclosure of the Company’s objectives, policies] processes for managing capital, in accordante wi
Section 153%apital Disclosuregsee Note 25 to the Company’s Consolidated Fimdistatements).
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Recent Accounting Pronouncements

(a) Financial Instrument Disclosures

In March 2007, the CICA issued Section 3&62ancial Instruments — Disclosuresd Section 3863
Financial Instruments — Presentatiowhich together comprise a complete set of disckwand
presentation requirements that revise and enhamcent disclosure requirements for financial
instruments. Section 3862 requires disclosure dit@tal detail by financial asset and liabilitytegories.
Section 3863 establishes standards for presentattiimancial instruments and non-financial derives.
It deals with the classification of financial ingtnents, from the perspective of the issuer, between
liabilities and equity, the classification of radtinterest, dividends, losses and gains, and the
circumstances in which financial assets and firern@bilities are offset.

The Company will implement these disclosures infitts¢ quarter of 2008.
(b) Inventories

In June 2007, the CICA issued Section 308&ntorieswhich provides more guidance on the
measurement and disclosure requirements for inviestdSpecifically the new pronouncement requires
inventories to be measured at the lower of costremdealizable value, and provides guidance on the
determination of cost and its subsequent recogna®an expense, including any write-down to net
realizable value. The new pronouncement is effedtivthe first quarter of 2008, and the new stashdar
not expected to have a material impact on the Cogipaet income.

(c) Goodwill and Intangible Assets

In February 2008, the CICA issued Section 3@dodwill and Intangible Asseteeplacing Section 3062,
Goodwill and Other Intangible Assedad Section 345®esearch and Development Codtise new
pronouncement establishes standards for the recmgnineasurement, presentation, and disclosure of
goodwill subsequent to its initial recognition asfdntangible assets by profit-oriented enterprises
Standards concerning goodwill are unchanged franstaAndards included in the previous Section 3062.
This Section is effective in the first quarter ®08, and the Company is currently evaluating thgeich of
the adoption of this new Section on its consoliddieancial statements.

(d) Convergence with International Financial ReportingStandards

In 2006, Canada’s Accounting Standards Board eali&i strategic plan that will result in CanadianAPA
as used by public companies, being evolved anderged with International Financial Reporting
Standards (IFRS) over a transitional period todrmelete by 2011. The official changeover date from
Canadian GAAP to IFRS is for interim and annuaaficial statements relating to fiscal years begigpnin
on or after January 1, 2011. As the InternationadAinting Standards Board currently has projects
underway that should result in new pronouncemeamissince this Canadian convergence initiative ry ve
much in its infancy as of the date of this MD&AetEompany has not yet assessed the impact of the
ultimate adoption of IFRS on the Company.
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Market Outlook

The outlook for Finning's businesses remains sdld Company's order backlog remains at robustdeve
and the near term outlook for certain key commeditemains positive. As well, attendant infrastrcest
in the Company's market areas supports the denoartbth equipment and parts and service.

The outlook for Finning's business in western Caraxhtinues, on balance, to be sound. The mining
industry (including the oil sands) continues toaxgh and capital expenditure plans for equipmenanem
robust for mining customers. General constructictivily also continues at high levels and spending
infrastructure remains very strong. The forestrgt eonventional oil and gas industries in westernada
are presently undergoing challenging business tiondiand equipment purchases are lower as a result
This situation is expected to continue through 208ak housing markets and soft economic conditions
in the United States are not having a noticeabfgthon business conditions for the Company in evast
Canada at this time. However the economic challengéhe United States are a source of some
uncertainty for future economic activity in west€anada.

The heavy equipment markets in the Company's Snmgrican operations also remain healthy and
demand for the Company's products and servicesimeraaong. The construction and power markets in
Argentina and Chile are strong and demand for eqgei support services continues to grow. Copper and
gold prices are expected to remain at attractivelsesupporting ongoing good business conditions in
mining. The outlook for strong growth in sales efinmining equipment is beginning to moderate, as
expected, as the number of new projects and exgasd existing mining operations slows. However,
revenues from support services for mining customatontinue to grow at attractive rates over text
several years reflecting the impact of the largeme of new equipment sales to the industry inrdoent
past.

Business at the Caterpillar dealership in the UK ingroved and is expected to continue as consruct
activity remains healthy. Demand for power syst@noslucts and services also remain strong. Market
conditions in the UK plant hire (equipment rentajustry are reasonable, although the businessinema
highly competitive. At Hewden, the Company contsite manage the effects of the recent disposition o
the tool hire division and the start-up of a nefimation system. Both items have been disruptive t
normal operations. While execution of both projéwis gone reasonably well to this point, ongoing
management of these changes continues to challdegden employees. The improved management
information that will be available from the new sy will take several quarters of operations tigat

and analyze and the operational and pricing chawbesh may be driven by this information will take
further period of time to implement and becomeblesin operating results.

Additional human resources are required to meeptbgcted growth in business in western Canada and
South America. To date, Finning has been successéitracting significant numbers of new employees
and anticipates it will attract the requisite humasources to meet future growth.

Finning'’s financial results are negatively impachgda stronger Canadian dollar compared to the U.S.
dollar and the U.K. pound sterling in the translatof its foreign currency earnings. The Compar2g88
results will be negatively impacted as a resutraslating foreign currency based earnings shihdd
strengthening of the Canadian dollar continue agdire U.S. dollar and the U.K. pound sterling.

The Company’s outlook remains positive for the madierm.

February 19, 2008
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Selected annual information

($ millions, except for share data) 2007 2006 2005
Total revenué” 5,662.2 4,853.2 4,328.3
Net income (loss}’

from continuing operations 280.1 236.2 161.7

from discontinued operations (2.0) (32.1) 2.3
Total net income 278.1 204.1 164.0
Basic Earnings (Loss) Per Shite

from continuing operations 1.57 1.32 0.91

from discontinued operations (0.01) (0.18) 0.01
Total basic EPS 1.56 1.14 0.92
Diluted Earnings (Loss) Per Shafe

from continuing operations 1.55 131 0.90

from discontinued operations (0.01) (0.18) 0.01
Total diluted EPS 1.54 1.13 0.91
Total assetS’ 4,134.2 4,200.8 3,736.4
Long-term debf

Current 215.7 2.2 80.3

Non-current 590.4 735.9 844.6

806.1 738.1 924.9

Cash dividends declared per common skare 0.36 0.275 0.22

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

Results from the Tool Hire and Materials Handlimgislons qualify as discontinued operations andehagen reclassified to
that category for all periods presented. Includethe loss from discontinued operations in 20Qfésafter-tax gain on the sale
of the Tool Hire Division of $0.1 million. Restrueing and other costs associated with the disposdf $2.0 million after tax
were recorded in 2007. Included in the loss frostdintinued operations in 2006 is the after-tax tosthe sale of the Materials
Handling Division of $32.7 million or $0.18 per shaRevenues from the UK Tool Hire and Materialsiéilang divisions have
been excluded from the revenue figures above. Adsmh the Tool Hire and Materials Handling diviséohave been included
in the total assets figures for periods prior ®irtisale — see Note 13 to the Consolidated FinhBtéements.

(2) On May 9, 2007, the Company'’s shareholdersamat a split of the Company’s outstanding commareshon a two-for-
one basis. Each shareholder of record at the oldlsasiness on May 30, 2007, received one additisimare for every
outstanding share held on the record date. Allsshad per-share data have been adjusted to réfeestock split. During
2007, the Company repurchased 3,691,400 commoesshaan average price of $27.82 as part of a n@wnase issuer bid.

Earnings per share (EPS) for each year has beeputethbased on the weighted average number ofsstssued and
outstanding during the respective year.

(3) In the third quarter of 2006, the Company m¢iti funds from the sale of the UK Materials Hargllibivision to redeem £75
million of its £200 million Eurobond notes.

Outstanding Share Data

As at February 15, 2008
Common shares outstanding 172,912,976
Options outstanding 4 595,604
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Attachment 1

Supplementary Information

Quarterly Segmented Revenue Information

Three months ended

December 31, 2007 South UK Revenue

($ millions) Canada America Group Consolidated percentage
New mobile equipment $ 341.8 $ 154.1 $ 114.4 $ 610.3 41.8%
New power & energy systems 45.9 35.9 61.1 142.9 9.8%
Used equipment 81.1 9.2 26.8 1171 8.0%
Equipment rental 73.6 9.2 105.2 188.0 12.9%
Customer support services 201.6 138.5 53.7 393.8 27.0%
Other 6.3 1.1 — 7.4 0.5%
Total $ 750.3 $ 348.0 $ 361.2 $ 1,459.5 100.0%
Revenue percentage by operations 51.4% 23.9% 24.7% 100.0%

Three months ended

December 31, 2006 South UK Revenue

($ millions) Canada America Group Consolidated percentage
New mobile equipment $ 300.5 $ 1215 $ 76.6 $ 98.@ 36.5%
New power & energy systems 60.2 294 43.6 133.2 %9.8
Used equipment 77.7 8.1 35.0 120.8 8.9%
Equipment rental 65.9 10.2 108.0 184.1 13.5%
Customer support services 224.7 131.0 63.9 419.6 7930
Other 8.0 0.8 — 8.8 0.6%
Total $ 737.0 $ 301.0 $ 327.1 $ 1,365.1 100.0%
Revenue percentage by operations 54.0% 22.0% 24.0% 100.0%
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Quarterly Segmented EBIT Information

Three months ended
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December 31, 2007 South UK

($ thousands) Canada America Group Other Consolidated
Revenue from external sources $ 750.3 $ 348.0 $ 361.2 $ — $ 1,4595
Operating costs (642.4) (312.7) (309.4) (1.4) (1,265.9)
Depreciation and amortization (40.6) (5.5) (36.1) — (82.2)
Other income (expenses) 2.0 (1.6) 0.4 — 0.8
Earnings before interest and taxes$ 69.3 $ 28.2 $ 16.1 $ 14) $ 112.2
Earnings before interest and tax

- percentage of revenue 9.2% 8.1% 4.5% — 7.7%
- percentage by operations 61.8% 25.1% 14.3% (1.2)% 100.0%
Three months ended

December 31, 2006 South UK

($ thousands) Canada America Group Other Consolidated
Revenue from external sources $ 737.0 $ 301.0 $ 327.1 $ — $ 1,365.1
Operating costs (643.0) (265.3) (279.4) (16.3) (1,204.0)
Depreciation and amortization (38.3) (6.3) (30.8) — (75.4)
Other income (expenses) (0.1) — (1.1) (0.6) (1.8)
Earnings before interest and taxes ~ $ 55.6 $ 29.4 $ 15.8 $ (16.9) $ 83.9
Earnings before interest and tax

- percentage of revenue 7.5% 9.8% 4.8% — 6.2%
- percentage by operations 66.3% 35.0% 18.8% (20.1)% 100.0%
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Attachment 1 [continued]
Supplementary Information

Quarterly Consolidated Statements of Income

Three months ended December 31 2007 2006
($ thousands, except share and per share amounts) unaudited unaudited
Revenue
New mobile equipment 610,301 $ 498,570
New power and energy systems 142,907 133,208
Used equipment 117,079 120,770
Equipment rental 188,021 184,140
Customer support services 393,831 419,660
Other 7,355 8,805
Total revenue 1,459,494 1,365,153
Cost of sales 1,050,678 993,766
Gross profit 408,816 371,387
Selling, general, and administrative expenses 297,491 285,649
Other expenses (income) (870) 1,836
Earnings from continuing operations before inteagst income taxes 112,195 83,902
Finance costs 18,943 16,454
Income from continuing operations before providimnincome taxes 93,252 67,448
Provision for income taxes 22,732 14,360
Net income from continuing operations 70,520 53,088
Loss from discontinued operations, net of tax — (418)
Net income 70,520 $ 52,670
Earnings per share — basic
From continuing operations 0.40 $ 0.30
From discontinued operations — —
0.40 $ 0.30
Earnings per share — diluted
From continuing operations 0.39 $ 0.29
From discontinued operations — —
0.39 $ 0.29
Weighted average number of shares outstanding
Basic 177,594,478 178,924,644
Diluted 179,097,027 180,132,848
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Attachment 1 [continued]
Supplementary Information

Quarterly Consolidated Statements of Cash Flow

Three months ended December 31 2007 2006
(% thousands) unaudited unaudited
OPERATING ACTIVITIES
Net income $ 70,520 $ 52,670
Add items not affecting cash
Depreciation and amortization 82,198 87,707
Future income taxes 21,246 (1,653)
Stock-based compensation (5,195) 20,657
Gain on disposal of capital assets (3,340) (1,314)
Other (178) 706
165,251 158,773
Changes in working capital items 56,023 (79,720)
Cash provided after changes in working capital #em 221,274 79,053
Rental equipment, net of disposals (14,162) (64,148)
Equipment leased to customers, net of disposals 150 (3,247)
Cash flow provided by operating activities 207,262 11,658
INVESTING ACTIVITIES
Additions to capital assets (22,455) (9,268)
Proceeds on disposal of capital assets 10,640 10,270
Payment of contingent consideration (500) —
Proceeds (payments) on settlement of foreign cayrésrwards 673 (7,340)
Cash used in investing activities (11,642) (6,338)
FINANCING ACTIVITIES
Increase (decrease) in short-term debt (79,740) 107,950
Increase (repayment) of long-term debt 62,887 (80,350)
Repurchase of securitized accounts receivable (45,000) —
Repayment of Eurobond and premium paid — (604)
Issue of common shares on exercise of stock options 625 2,044
Repurchase of common shares (67,325) —
Dividends paid (17,791) (14,317)
Cash provided by (used in) financing activities (146,344) 14,723
Effect of currency translation on cash balances (7,801) 1,811
Increase in cash and cash equivalents 41,475 21,854
Cash and cash equivalents, beginning of period 20,385 56,631
Cash and cash equivalents, end of period $ 61,860 $ 78,485
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CONSOLIDATED STATEMENTS OF INCOME

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

New mobile equipment

2007

2006

$ 2,233512 $ 1,732,766

New power and energy systems 503,012 419,954
Used equipment 417,613 401,056
Equipment rental 781,194 693,183
Customer support services 1,701,253 1,583,515
Other 25,660 22,765
Total revenue 5,662,244 4,853,239
Cost of sales 4,063,079 3,485,710
Gross profit 1,599,165 1,367,529
Selling, general, and administrative expenses 1,144,753 1,003,797
Other expenses (income) (Note 2) (1,435) (9,976)
Earnings from continuing operations before inteagst income taxes 455,847 373,708
Finance costs (Notes 3 and 4) 72,842 69,842
Income from continuing operations before providimnincome taxes 383,005 303,866
Provision for income taxes (Note 5) 102,898 67,679
Net income from continuing operations 280,107 236,187
Loss from discontinued operations, net of tax (N} (2,050) (32,111)
Net income $ 278,057 $ 204,076
Earnings (loss) per share — basic
From continuing operations (Note 8) $ 1.57 $ 1.32
From discontinued operations (0.01) (0.18)
$ 1.56 $ 1.14
Earnings (loss) per share — diluted
From continuing operations (Note 8) $ 1.55 $ 131
From discontinued operations (0.01) (0.18)
$ 1.54 $ 1.13
Weighted average number of shares outstanding
Basic 178,844,411 178,741,334
Diluted 180,459,955 179,798,940

The accompanying Notes to the Consolidated FinaBteéements are an integral part of these statesmen

38



Finning International Inc.
Annual 2007 Results

Consolidated Financial Statements

CONSOLIDATED BALANCE SHEETS
December 31

(% thousands) 2007 2006
ASSETS
Current assets
Cash and cash equivalents (Note 17) 61,860 $ 78,485
Accounts receivable 713,677 666,602
Inventories
On-hand equipment 844,699 839,819
Parts and supplies 446,845 450,612
Other assets (Note 9) 181,861 196,509
Total current assets 2,248,942 2,232,027
Finance assets (Note 10) 26,714 34,046
Rental equipment (Note 11) 1,028,301 1,038,640
Land, buildings, and equipment (Note 12) 348,923 365,656
Intangible assets (Note 12) 24,548 24,931
Goodwill (Note 14) 251,099 381,870
Other assets (Note 9) 205,636 123,583
4,134,163 $ 4,200,753
LIABILITIES
Current liabilities
Short-term debt (Note 3) 370,942 $ 425,423
Accounts payable and accruals 1,106,392 1,176,531
Income tax payable 32,440 33,554
Current portion of long-term debt (Note 3) 215,663 2,224
Total current liabilities 1,725,437 1,637,732
Long-term debt (Note 3) 590,382 735,926
Long-term obligations (Note 15) 101,699 131,294
Future income taxes (Note 5) 98,848 71,395
Total liabilities 2,516,366 2,576,347
Commitments and Contingencies (Notes 22 and 23)
SHAREHOLDERS’ EQUITY
Share capital (Note 6) 571,402 573,482
Contributed surplus 15,356 7,791
Accumulated other comprehensive loss (232,223) (87,038)
Retained earnings 1,263,262 1,130,171
Total shareholders’ equity 1,617,797 1,624,406

$ 4,134,163 $ 4,200,753

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

(% thousands) 2007 2006
Net income $ 278,057 $ 204,076
Other comprehensive income (loss), net of incorre ta
Currency translation adjustments, net of hedges — 46,098
Currency translation adjustments (194,452) —
Unrealized gains on net investment hedges, netxabtt $20.6 million 47,394 —
Realized translation adjustment, net of investnhewlges, reclassified to
earnings on disposition of investment, net of tR8®2 million 443 —
Unrealized losses on cash flow hedges, net of t$4.& million (3,512) —
Realized gains on cash flow hedges, reclassifiegitnings, net of tax of $0.8
million (747) —
Comprehensive income $ 127,183 $ 250,174
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY
Accumulated Other
Comprehensive Income
Share Capital (Loss)
Foreign
Currency
Translation
and Gains /
(Losses) on Gains /
Net (Losses) on
($ thousands, except share Contributed  Investment  Cash Flow Retained
amounts) Shares Amount Surplus Hedges Hedges Earnings Total
Balance, December 31, 2005 178,403,328 $ 568,121 8,739 $ (133,136) $ — $ 975,254 $1,412,978
Comprehensive income — — — 46,098 — 204,076 250,174
Issued on exercise of stock
options 687,410 5,361 (221) — — — 5,140
Stock option expense — — 5,273 — — — 5,273
Dividends on common shares — — — — — (49,159) (89)1
Balance, December 31, 2006 179,090,738 $ 573,482 $,791 $ (87,038 $ — $1,130,171 $ 1,624,406
Transition adjustment (Note 1) — — — 9,992 (4,303) 10,244 15,933
Balance, January 1, 2007 179,090,738 573,482 7,791 (77,046) (4,303) 1,140,41 1,640,339
Comprehensive income (loss) — — — (146,615) (4,259) 278,057 127,183
Issued on exercise of stock
options 732,541 9,848 (1,695) — — — 8,153
Repurchase of common shares (3,691,400) (11,928) — — — (90,764) (102,692)
Stock option expense — — 9,260 — — — 9,260
Dividends on common shares — — — — — (64,446) (64,446)
Balance, December 31, 2007 176,131,879 $ 571,402 $ 15,356 $ (223,661) $ (8,5681,263,262 $1,617,797

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

(% thousands) 2007 2006
OPERATING ACTIVITIES
Net income $ 278,057 $ 204,076
Add items not affecting cash
Depreciation and amortization 351,289 358,089
Future income taxes 18,393 (9,518)
Stock-based compensation 25,540 25,783
Gain on disposal of capital assets (Note 2) (6,552) (21,359)
Loss (gain) on disposal of discontinued operat{itate 13) (38,590) 33,974
Other (5,122) 8,191
623,015 599,236
Changes in working capital items (Note 17) (218,588) (139,026)
Cash provided after changes in working capital #em 404,427 460,210
Rental equipment, net of disposals (474,566) (343,564)
Equipment leased to customers, net of disposals 13,449 (19,490)
Cash flow provided by (used in) operating actigtie (56,690) 97,156
INVESTING ACTIVITIES
Additions to capital assets (74,226) (76,074)
Proceeds on disposal of capital assets 20,212 34,171
Proceeds from sale of discontinued operations (18}e 242,851 170,595
Acquisition of business (Note 14) (2,670) (10,250)
Proceeds on sale of business (Note 2) — 5,331
Payment of contingent consideration (Note 14) (767) (22,350)
Proceeds (payments) on settlement of foreign cayrérwards (4,065) 6,383
Cash provided by investing activities 181,335 107,806
FINANCING ACTIVITIES
Increase (decrease) in short-term debt (43,608) 117,926
Increase (repayment) of long-term debt 135,642 (71,570)
Repurchase of securitized accounts receivable (Ngjte (45,000) —
Repayment of Eurobond and premium paid (Note 3) — (159,413)
Defined benefit pension plan special funding (N#@ (17,066) —
Issue of common shares on exercise of stock options 8,153 5,140
Repurchase of common shares (Note 6) (102,692) —
Dividends paid (64,446) (49,159)
Cash used in financing activities (129,017) (157,076)
Effect of currency translation on cash balances (12,253) 2,916
Increase (decrease) in cash and cash equivalents (16,625) 50,802
Cash and cash equivalents, beginning of year 78,485 27,683
Cash and cash equivalents, end of year $ 61,860 $ 78,485

See supplemental cash flow information, Note 17

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

These Consolidated Financial Statements have brepaned in accordance with Canadian generally
accepted accounting principles and are present€amadian dollars, unless otherwise stated.

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

(a) Principles of Consolidation

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

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

(b) Use of Estimates

The preparation of consolidated financial statesm@nticcordance with Canadian generally accepted
accounting principles requires the Company’s mameay to make estimates and assumptions about
future events that affect the reported amountsséts, liabilities, revenues, expenses, and disaad
contingent assets and liabilities. Actual amoundy whiffer from those estimates.

Significant estimates used in the preparation e$¢hconsolidated financial statements includeatmihot
limited to, fair values for goodwill impairment tesallowance for doubtful accounts, reserves for
warranty, provisions for income tax, employee fathenefits, the useful lives of the rental fleed an
related residual values, and costs associatedmathtenance and repair contracts.

(c) Foreign Currency Translation

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

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

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

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

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

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

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

The Company has hedged some of its investmentséngh subsidiaries using derivatives and foreign
denominated borrowings. Exchange gains or lossgigs@ifrom the translation of the hedge instruments
are accounted for as items of other comprehenso@e and presented in the accumulated other
comprehensive loss account on the consolidatesitalsheet.
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(d) Cash and Cash Equivalents

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

(e) Securitization of Trade Receivables

In 2002 and 2004, the Company sold a co-ownersigast in certain accounts receivable in Canada to
securitization trust (the “Trust”). These transaes were accounted for as sales to the extentttbat
Company was considered to have surrendered canveolthe interest in the accounts receivable and
received proceeds from the Trust, other than aflmsleanterest in the assets sold. Losses on these
transactions were recognized in selling, general,aministrative expenses and were dependenttn pa
on the previous carrying amount of the receivaierest transferred, which was allocated between th
interest sold and the interest retained by the Gappbased on their relative value at the datbef t
transfer. The Company determined fair value baseith® present value of future expected cash flows
using management’s best estimates of key assunspdiah as discount rates, weighted average life of
accounts receivable, dilution rates, and credg fasios. The Company serviced the receivables and
recognized a servicing liability on the date of ttansfer, which was amortized to income over the
expected life of the transferred receivable intedesNovember 2007, the co-ownership interest was
repurchased from the Trust and the securitizatrogam was terminated.

(f) Inventories

Inventories are stated at the lower of cost andeaaizable value. Cost is determined on a speitéin
basis for on-hand equipment. For approximately tinads of parts and supplies, cost is determined on
first-in, first-out basis. An average cost basiased for the remaining inventory of parts and fiepp

(g) Other Assets

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

(h) Income Taxes

The asset and liability method of tax allocatiomsgd in accounting for income taxes. Under thithook
temporary differences arising from the differeneénNeen the tax basis of an asset and a liabilidyitsn
carrying amount on the balance sheet are useddolat® future income tax assets or liabilitiesture
income tax assets or liabilities are calculatedgisax rates anticipated to be in effect in thequsr that
the temporary differences are expected to rev@ise effect of a change in income tax rates on &utur
income tax assets and liabilities is recognizeidi@me in the period that the change becomes
substantively enacted.

(i) Finance Assets
Finance assets comprises instalment notes recegzaht equipment leased to customers on long-term
financing leases.

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

Depreciation of equipment leased to customersasiged in equal monthly amounts over the termdef t
individual leases after recognizing the estimag=idual value of each unit at the end of each lease

() Rental Equipment

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

Land, buildings and equipment are recorded at oestof accumulated depreciation. Depreciatiorhegé
capital assets is recorded in selling, general aaimdinistrative expenses in the consolidated st wf
income.

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

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

Intangible assets with indefinite lives are not amed. Intangible assets with finite lives are atized on
a straight-line basis over their estimated uséyelslto a maximum period of ten years. Amortizaign
recorded in selling, general, and administrativeemses in the consolidated statement of income.

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

(m) Asset Impairment

The Company reviews both long-lived assets to liet dr@d used and identifiable intangible assets with
finite lives whenever events or changes in circamses indicate that the carrying amount of sucetass
may not be fully recoverable. Determination of ne@bility is based on an estimate of undiscounted
future cash flows resulting from the use of theedasd its eventual disposition. Measurement of an
impairment loss for long-lived assets and certdantifiable intangible assets that management ¢spec
hold and use is based on the fair value of thetsissereas assets to be disposed of are repartieel a
lower of carrying amount or fair value less estiatbselling costs. As at December 31, 2007 and 266,
Company determined that there were no triggerirenes/requiring an impairment analysis.

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

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

(n) Leases

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

(o) Asset Retirement Obligations

The Company recognizes its obligations for theeatent of certain tangible long-lived assets. Tde f
value of a liability for an asset retirement obtiga is recognized in the period in which it isumeed if a
reasonable estimate of fair value can be madea$beciated asset retirement costs are capitalszpdra
of the carrying amount of the long-lived asset trah amortized over the estimated useful life. In
subsequent periods, the asset retirement obligetiadjusted for the passage of time and any clsainge
the amount or timing of the underlying future célsiwvs through charges to earnings. A gain or loay m
be incurred upon settlement of the liability.
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(p) Revenue Recognition

Revenue recognition, with the exception of cashssalccurs when there is a written arrangemeimen t
form of a contract or purchase order with the oo a fixed or determinable sales price is eshbl

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

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

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

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

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

(q) Stock-Based Compensation

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

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

Compensation expense which arises from fluctuatiotise market price of the Company’s common
shares underlying other stock-based compensatans ghet of hedging instruments) is recorded with a
corresponding accrual in long-term obligations @raants payable and accruals on the consolidated
balance sheet. Compensation expense is reporsailimg, general, and administrative expenses astl ¢
of sales in the consolidated statement of income.

45



Finning International Inc.
Annual 2007 Results

Notes to Consolidated Financial Statements

(r) Employee Future Benefits

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

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

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

Past service costs from plan amendments are amdiz a straight-line basis over the expected geera
remaining service life of employees active at theedf amendment.

Actuarial gains and losses arise from differenagg/ben actual experience and that expected asilh oés
economic, demographic, and other assumptions nfd@se include the difference between the actual and
expected rate of return on plan assets for a pegiod differences from changes in actuarial assomgpt
used to determine the accrued benefit obligatitve @xcess of the net accumulated actuarial gains or
losses over 10% of the greater of the accrued lexi@igation and the market value of the plan &sge
amortized on a straight-line basis over the expkaterage remaining service life of the active exppés
covered by the plans.

Upon adoption of CICA 3461 on January 1, 2000aaditional asset or obligation was determined for
each plan as a result of the new standard. The @oynp amortizing these transitional amounts on a
straight-line basis over 13 years for the Finni@grfada) and Hewden plans and over 14 years for the
Finning (UK) plan, representing the average renngisiervice period of employees expected to receive
benefits under the benefit plans as of Januar@@0 2the transition date.

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

(s) Comprehensive Income, Financial Instruments, ahHedges

Comprehensive | ncome

Comprehensive income comprises the Company’s neme and other comprehensive income.
Comprehensive income represents changes in shdezbokquity during a period arising from non-owner
sources and, for the Company, other comprehensogere includes currency translation adjustments on
its net investment in self-sustaining foreign opierss and related hedging gains and losses, unegili
gains and losses on available-for-sale securdied,hedging gains and losses on cash flow hedges. T
Company’s comprehensive income, components of attr@prehensive income, and accumulated other
comprehensive income are presented in the StatsraeE@omprehensive Income and the Statements of
Shareholders’ Equity.
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Financial Assets and Financial Liabilities
Classification

The Company has implemented the following classiifon of its financial assets and financial liatiek:

* Accounts and notes receivable are classified aarit@nd Receivables”. They are measured at
amortized cost using the effective interest ratéhiod At December 31, 2007, the recorded amount
approximates fair value.

» Short-term and long-term debt and accounts payaideaccruals are classified as “Other Financial
Liabilities”. They are measured at amortized cashg the effective interest rate method. At Decambe
31, 2007, the measured amount approximates cdktthd exception of long-term debt. The estimated
fair value of the Company’s long-term debt as atddeber 31, 2007 and 2006 is disclosed in Note 4.

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

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

Embedded Derivatives

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

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

Hedges

The Company utilizes derivative financial instrurteeand foreign currency debt in order to manage its
foreign currency, interest rate exposures, andresggewhich fluctuate with share price movements. Th
Company uses derivative financial instruments amigonnection with managing related risk positions
and does not use them for trading or speculativeqses.

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

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

Cash Flow Hedges

The Company uses foreign exchange forward conttadtedge the currency risk associated with certain
foreign currency purchase commitments, payroll, asgbciated accounts payable and accounts
receivable. The effective portion of hedging gand losses associated with these cash flow hedges i
recorded in other comprehensive income and isseteiom accumulated other comprehensive income
and recorded in income when the hedged item affiectane.
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When a hedging instrument expires or is sold, ceéwé hedge is discontinued or no longer meets the
criteria for hedge accounting, any accumulated gaioss recorded in other comprehensive income at
that time remains in other comprehensive income ti& originally hedged transaction is recordecheN
a forecasted transaction is no longer expecteddarpthe accumulated gain or loss that was regante
other comprehensive income is immediately recordeke income statement.

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

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

As at December 31, 2007, approximately $0.4 milbbeferred net losses (net of tax) included in
accumulated other comprehensive income are expextas reclassified to current earnings over theé ne
twelve months when earnings are affected by thgdtransactions.

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

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

Net Investment Hedges

The Company uses forward contracts, cross-currgnesest rate swaps, and foreign currency debt to
hedge foreign currency gains and losses on itsterg net investments in self-sustaining foreign
operations. The effective portion of the gain @slof such instruments associated with the hedglkdsr
recorded in other comprehensive income each pefioekse gains or losses will be recorded in incame i
the same period during which corresponding exchgages or losses arising from the translation ef th
financial statements of self-sustaining foreignragiens are recognized in net income.

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

(t) Change in Accounting Policies

Effective January 1, 2007, the Company adoptedaifeving new accounting standards issued by the
CICA: Handbook Section 153Qomprehensive Incom8ection 3855Financial Instruments —
Recognition and Measuremeftection 3865Hedges Section 3251Equity, and Section 386 inancial
Instruments — Disclosure and Presentat{timre New Standards). The New Standards require all
derivatives to be recorded on the balance shdairatalue and establish new accounting requiresént
hedges. In addition, these standards provide goealfor reporting items in other comprehensive inepm
which is included on the Consolidated Balance Shagtaccumulated other comprehensive income or
loss, a separate component of shareholders’ equity.

If a derivative qualifies as a hedge, dependinghemature of the hedge, the effective portionhainges
in the fair value of the derivative will either bfset against the change in fair value of the leeldassets,
liabilities, or firm commitments through earningsrecognized in other comprehensive income ungil th
hedged item is recognized in earnings. Any ineffegbortion of designated hedges will be recognized
immediately in income.
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The New Standards have been applied prospecti@etgrdingly comparative periods have not been
restated. However, prior period financial stateraeatroactively reflect the classification of curcyg
translation adjustments on the Company’s net imvest in self-sustaining operations and related imgdg
gains and losses as components of other comprelansome. The adoption of the New Standards
resulted in the following adjustments as of Jandar3007 in accordance with the transition provisio

(i)

(ii)

(iii)

(iv)

Deferred Debt Costs

Previously deferred debt issue costs and discafr$8.5 million were reclassified from other long-
term assets, resulting in a reduction of long-tdeht of $3.5 million.

Cash Flow Hedges

The Company discontinued hedge accounting for reedfjoreign currency purchase commitments
that existed at the time of adoption of the Newn8#ads. As such, upon adoption, the carrying value
of the forward foreign exchange contracts was aegus fair value and the previously unrecognized
after-tax gain of $2.5 million was recorded asrarease to accumulated other comprehensive
income, with a corresponding decrease in accouaytalpe of $3.3 million, an increase in future
income tax liability of $1.0 million and a decreaseaetained earnings of $0.2 million. These gains
are being recognized in cost of sales at the timadhedged inventory is sold.

In accordance with the Company’s policy, defer@ssés of $6.8 million associated with prior cash
flow hedges of debt proceeds recorded in other-teng assets were reclassified as a reduction to
accumulated other comprehensive income at thedimadoption of the New Standards.

Fair Value Hedges

Upon transition to the New Standards, the Compaulyrto interest rate swaps. A $2.7 million
deferred gain from a previous fair value hedge ig®d in other long-term assets was reclassified as
an adjustment to the carrying value of the hedgad.d

Net Investment Hedges

Prior to adoption of the New Standards, the Compaatyed its derivative instruments hedging net
investments in self-sustaining foreign operatiosiag spot exchange rates. Upon transition, the
carrying value of the hedging derivative instrunsenais adjusted to their fair value and the effectiv
portion of the gains and losses, net of associatme taxes, including amounts previously
reported in cumulative currency translation adjwesita, were recorded in accumulated other
comprehensive income based on the previously datgidrhedged risk. As a result, accounts payable
decreased by $1.2 million, long-term other assetsehsed by $0.8 million, long-term obligations
decreased by $13.1 million, future income tax asietreased by $6.9 million, accumulated other
comprehensive income increased by $10.0 milliod, ratained earnings increased by $10.4 million
on January 1, 2007.

The effect on net income for the year ended Dece®be?2007 as a result of adopting the New Starsdard
is not material.

(u) Comparative Figures
Certain comparative figures have been reclassitiembnform to the 2007 presentation. The consaddiat
income statement has been restated for discontiopeichtions (see Note 13).
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(v) Recent Accounting Pronouncements

(i) Financial Instrument Disclosures

In March 2007, the CICA issued Section 3&62ancial Instruments — Disclosuresd Section 3863
Financial Instruments — Presentatiomhich together comprise a complete set of discwand
presentation requirements that revise and enhameent disclosure requirements for financial
instruments. Section 3862 requires disclosure ditiahal detail by financial asset and liabilitytegories.
Section 3863 establishes standards for presentattifbmancial instruments and non-financial derives.
It deals with the classification of financial ingtnents, from the perspective of the issuer, between
liabilities and equity, the classification of redtinterest, dividends, losses and gains, and the
circumstances in which financial assets and firern@bilities are offset.

The Company will implement these disclosures infifs¢ quarter of 2008.

(ii) Capital Disclosures

Effective December 31, 2007, the Company early tatbfhe new recommendations of the CICA for
disclosure of the Company’s objectives, policies] processes for managing capital, in accordante wi
Section 153%apital DisclosuregNote 25).

(i) Inventories

In June 2007, the CICA issued Section 308&ntorieswhich provides more guidance on the
measurement and disclosure requirements for inviest&Specifically the new pronouncement requires
inventories to be measured at the lower of costretdealizable value, and provides guidance on the
determination of cost and its subsequent recognédsan expense, including any write-down to net
realizable value. The new pronouncement is effedtithe first quarter of 2008, and the new stashdzar
not expected to have a material impact on the Cogipaet income.

(iv) Goodwill and Intangible Assets

In February 2008, the CICA issued Section 3@dodwill and Intangible Asseteeplacing Section 3062,
Goodwill and Other Intangible Assedsad Section 345®Research and Development CodJise new
pronouncement establishes standards for the recmgnineasurement, presentation, and disclosure of
goodwill subsequent to its initial recognition asfdntangible assets by profit-oriented enterprises
Standards concerning goodwill are unchanged franstaAndards included in the previous Section 3062.
This Section is effective in the first quarter ®08, and the Company is currently evaluating thgeich of
the adoption of this new Section on its consoliddieancial statements.

(v) Convergence with International Financial Reporing Standards

In 2006, Canada’s Accounting Standards Board el strategic plan that will result in Canadian
generally accepted accounting principles (GAAP)sed by public companies, being evolved and
converged with International Financial Reportingrtards (IFRS) over a transitional period to be
complete by 2011. The official changeover date f@@amadian GAAP to IFRS is for interim and annual
financial statements relating to fiscal years beigig on or after January 1, 2011. As the Intermetio
Accounting Standards Board currently has projenttenway that should result in new pronouncements
and since this Canadian convergence initiativeery much in its infancy as of the date of these
statements, the Company has not yet assessedphetiof the ultimate adoption of IFRS on the
Company.
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2. OTHER EXPENSES(INCOME)
Other expenses (income) include the following items

For years ended December 31

(% thousands) 2007 2006
Gain on disposition of distribution arrangemenCanada (a) $ (2,408) $ —
Gain on sale of properties in Canada (b) — (12,854)
Gain on sale of railroad and non-Cat remanufaagupimsiness in Canada (c) — (5,331)
Project costs and other 5,117 11,383
Gain on sale of other surplus properties (4,144) (3,174)
(1,435) (9,976)

The tax expense on other income for the year eBaéegmber 31, 2007 was $0.1 million (2006: $0.6
million).

(a) In 2007, Finning (Canada) terminated its disttion arrangement with Shell Canada Productsdor n
cash proceeds of approximately $7 million, resglima pre-tax gain of $2.4 million.

(b) In the first quarter of 2006, the Company smdain surplus properties at Finning (Canadagésh
proceeds of $6.3 million, resulting in a pre-taingaf $5.1 million. In the third quarter of 2006t
Company sold its interest in its Canadian operaibrad office properties in Edmonton. As parthas t
transaction, the Company also terminated leaseeagmets for land and buildings in the same area and
assigned the repurchase option to the buyer smlaate back the entire property over lease teamgimg
from 2 to 22 years. Net proceeds from this trangaatere $12.7 million, resulting in a pre-tax gain
$7.8 million and a deferred gain of $2.5 milliorieh is being amortized to income over the leasage

(c) In the first quarter of 2006, the Company stddailroad and non-Caterpillar engine component
remanufacturing business for cash proceeds ofi@8li®n, resulting in a pre-tax gain of approximigte
$5.3 million.

3. SHORT-TERM AND L ONG-TERM DEBT

December 31
(% thousands) 2007 2006
Short-term debt $ 370,942 $ 425,423

Long-term debt:
Medium Term Notes

7.40%, $200 million, due June 19, 2008 200,812 200,000
4.64%, $150 million, due December 14, 2011 149,622 150,000
5.625%£125 millionEurobond, due May 30, 2013 242,881 285,301
Other term loans (a) 212,730 102,849
806,045 738,150

Less current portion of long-term debt (215,663) (2,224)
Total long-term debt $ 590,382 $ 735,926

(@) Other loans include U.S. $130.6 million and.f3@illion (2006: U.S. $83.6 million) of unsecured
borrowings under a five-year committed bank fagilitat is classified as long-term debt, and other
unsecured term loans primarily from supplier menchsing programs. Other loans also include £11.2
million of rental equipment financing secured bg tklated equipment, with varying rates of intefesn
5.5% — 10.3% and maturing on various dates up 1420
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3. SHORT-TERM AND L ONG-TERM DEBT (CONTINUED )

Short-Term Debt

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

The Company maintains a maximum authorized commlgpeiper program of $500 million which is
utilized as its principal source of short-term fungd This commercial paper program is backstopped b
credit available under an $800 million long-ternrmeoitted credit facility. In addition, the Companga
maintains, as required, certain other unsecurell biaadlit facilities to support its subsidiary opéeras.

As at December 31, 2007, the Company had approglyndt,380 million of unsecured credit facilities,
and including all bank and commercial paper borngsidrawn against these facilities, approximately
$800 million of capacity remained available.

Included in short-term debt is foreign currencyammated debt of U.S. $14.3 million (2006: U.S. $38
million) and £27.2 million (2006: £8.0 million).

The average interest rate applicable to the catesteld short-term debt for 2007 was 5.3% (2006: %.8%

Long-Term Debt

The Company's Canadian dollar denominated mediumnetes are unsecured, and interest is payable
semi-annually with principal due on maturity. Then@pany’s £125.0 million 5.625% Eurobond is
unsecured, and interest is payable annually witicgral due on maturity. Following the Septembed&0
sale of the Company’s Materials Handling Divisiorthe U.K. (see Note 13), the Company used a portio
of the proceeds to redeem £75 million ($156.6 onljiof the original £200 million Eurobond. The
Company recorded a pre-tax charge of approxim&&§ million in 2006, reflecting the early recogoiit

of deferred financing costs and other costs aswatiaith this redemption.

In December 2006, the Company repaid its $75.0anib.60% debenture, on maturity, with short-term
borrowings from its commercial paper program.

The Company has an $800 million unsecured syndiaateolving credit facility, maturing in 2011. The
facility is available in multiple borrowing jurisclions and may be drawn by a number of the Comgany’
principal operating subsidiaries. Borrowings unithés facility are available in multiple currenciasd at
various floating rates of interest. At December&107, $187.8 million (2006: $97.4 million) was wdra

on this facility.

Covenant

The Company is subject to a maximum debt to capétbn level pursuant to a covenant within its
syndicated bank credit facility. As at December3107 and 2006, the Company is in compliance with
this covenant.

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

($ thousands)

2008 $ 215,663
2009 4,024
2010 3,971
2011 339,504
2012 —

Thereafter 242,883

$ 806,045
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Finance Costs
Finance costs as shown on the consolidated staterherwome comprise the following elements:

For years ended December 31

($ thousands) 2007 2006
Interest on debt securities:
Short-term debt $ 25,600 $ 16,618
Long-term debt 46,444 53,822
72,044 70,440
Interest on swap contracts (823) (319)
Costs associated with debt redemption — 8,864
Other finance related expenses, net of sundryasterarned 5,381 7,257
76,602 86,242
Less: interest expense related to discontinuedatipas (3,760) (16,400)
Finance costs from continuing operations $ 72,842 $ 69,842

4. FINANCIAL INSTRUMENTS
Foreign Exchange

The Company has an exposure to foreign currendyagge rates primarily because the net assets and
earnings of certain investments are denominatéar@gn currencies. The Company utilizes perpetual
cross-currency interest rate swaps and forwardaoistto hedge a portion of the foreign exchange
exposure relating to these net investments. Thepgaaosnalso uses forward foreign exchange contracts t
hedge foreign exchange exposure to certain othleilities, firm commitments, or forecasted transat.

Finance Costs

The Company monitors its debt portfolio mix of fikand variable rate instruments and at times, ws#
forward interest rate agreements, swaps and catdarenage this balance of fixed and floating cabt.

In contemplation of the planned refinancing of #2©€0 million Medium Term Note maturing June 19,
2008, the Company has entered into a bond forveahedige a portion of the interest rate risk assedia
with the replacement debt. Hedge accounting has applied to this bond forward.

Long-Term Incentive Plans

The Company’s earnings are affected by its longrteicentive plans (LTIP) as a result of movements i
the Company’s share price. During 2007, the Compemegred into a Variable Rate Share Forward
(VRSF) with a financial institution to hedge a pontof its LTIP which is marked-to-market on a
quarterly basis. The VRSF is cash-settled at tldeoéma five-year term, or at any time prior to thathe
option of the Company, based on the difference éetwhe Company’s common share price at that time
and the execution price plus accrued interest.aMeeage execution price per share is $28.71 on 2.0
million common shares, which approximates the nurbeutstanding deferred share units and vested
share appreciation units as at December 31, 200 thédCompany’s share price changes, the mark-to-
market impact related to the stock-based compeamshdbility is effectively offset by the mark-to-arket
impact related to the VRSF.
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4. FINANCIAL INSTRUMENTS (CONTINUED)
Fair Values

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

The fair values of the derivatives below have bestimated using market information as at December 3
2007 and 2006. These fair values approximate treuatrthe Company would receive or pay to terminate
the contracts:

($ or £ thousands)

2007 Balance Sheet Notional Term to Fair Value
Foreign Exchange Classification Value Maturity Receive (Pay)
Cross Currency Interest Rate Swaps

Pay £ fixed / receive CAD $ fixed Other assets — long-term £ 150,000 perpetual $ 41,637
Forwards Buy US$ (sell CAD $) Accounts payable and accruals US$ 166,921 1-12 months $ (3,283)
Forwards Buy US$ (sell Chilean peso) Accounts payable and accruals US$ 48,000 1-2 months $ (48)
Forward Buy US$ (sell CAD $) Other assets — current Us$ 3,875 3 months $ 71
Interest Rates
Bond Forward Accounts payable and accruals $ 200,000 September 2008 $  (5,028)
Interest Rate Swaps Accounts payable and accruals US$ 11,250 1-4 years $ (325)
Long-Term Incentive Plans
Variable Rate Share Forward Long-term obligations $ 57,422  November 2012  $ (193)
2006 Notional Term to Fair Value
Foreign Exchange Value Maturity Receive (Pay)
Cross Currency Interest Rate Swaps

Pay £ fixed / receive CAD $ fixed (&) Long-term obligations £ 150,000 perpetual $ (1,094)
Forwards Sell £ (buy CAD $) (b) Accounts payable and accruals £ 155,000 perpetual $ (28,612)
Forwards Buy US$ (sell CAD $) Accounts payable and accruals US$ 215,998 1-12 months $ 9,806
Forwards Buy US$ (sell Chilean peso) Accounts payable and accruals US$ 32,000 1-2 months $ 278

The amounts above are recorded at fair value obdlace sheet as indicated above, except for the
following:

(a) At December 31, 2006, the mark-to-market |dskld.2 million was recorded in long-term
obligations.

(b) At December 31, 2006, the mark-to-market |dst29.8 million was recorded in accounts payabl& an
accruals. These forwards were unwound during 2007.

Long-Term Debt
The fair value of the Company’s long-term debtsgreated as follows:

December 31 2007 2006
($ thousands) Book Value Fair Value Book Value Fair Value
Long-term debt $ 806,045 $ 788,459 $ 738,150 % 745,734
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Credit Risk

The Company operates internationally as a fullisergrovider (selling, servicing, and renting) eivy
equipment and related products. The Company isverly dependent on any single customer or group of
customers. There is no significant concentratiooredlit risk related to the Company's positiorradée
accounts or notes receivables. Credit risk is miragh because of the diversification of the Company’
operations, as well as its large customer basetsugeographical dispersion.

The credit risk associated with derivative finahaiatruments arises from the possibility that the
counterparties may default on their obligationsowdver, the credit risk is limited to those contsac
where the Company would incur a loss in replacirgginstrument. In order to minimize this risk, the
Company enters into derivative transactions onth\Wwighly rated financial institutions.

5. INCOME TAXES

Provision for Income Taxes

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

For years ended December 31

(% thousands) 2007 2006
Provision for income taxes
Current
Canada $ 70,954 $ 51,703
International 19,352 24,470
90,306 76,173
Future
Canada 230 (10,459)
International 12,362 1,965
12,592 (8,494)

$ 102,898 $ 67,679

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

For years ended December 31

($ thousands) 2007 2006
Combined Canadian federal and provincial
income taxes at the statutory tax rate $ 125,971 32.89% $ 100,914 33.21%

Increase / (decrease) resulting from:
Lower statutory rates on the earnings of foreign

subsidiaries (24,183) (6.31)% (33,007) (10.86)%
Change in statutory tax rates in UK and Canada  (4,536) (1.18)% 664 0.22%
Non-deductible stock-based compensation and

other expenses 6,012 1.57% 3,014 0.99%
Income not subject to tax (410) (0.11)% 1,548 0.51%
Non-taxable capital gain 277) (0.07)% (2,210) (0.73)%
Other 321 0.08% (3,244) (1.07)%

Provision for income taxes $ 102,898 26.87% $ 67,679 22.27%

Future Income Tax Asset and Liability

Included in other assets on the consolidated balaheets are a current future income tax assdbagd
term future income tax asset of $51.8 million (20847.6 million) and $2.6 million (2006: $5.2 mdh),
respectively.
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5. INCOME TAXES (CONTINUED)

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

December 31

(% thousands) 2007 2006
Future income tax assets:
Accounting provisions not currently deductible fax purposes $ 51,096 $ 47,151
Loss carry-forwards 5,416 9,885
Other stock-based compensation 10,938 11,128
Goodwill of foreign subsidiaries 849 965
Other 1,800 5,911
70,099 75,040
Future income tax liabilities:
Derivative financial instruments (12,968) —
Capital, rental and leased assets (63,392) (71,368)
Employee benefits (38,214) (22,252)
(114,574) (93,620)
Net future income tax liability $ (44,475) $ (18,580)

The Company has recognized the benefit of thewiatig tax loss carry-forwards available to reduce
future taxable income and capital gains expiringuigh 2026 for Canada and available indefinitely fo
International:

December 31

($ thousands) 2007 2006
Canada $ 14,464 $ 23,652
International 5,821 9,229

$ 20,285 $ 32,881

6. SHARE CAPITAL

The Company is authorized to issue an unlimitedbemof preferred shares without par value, of which
4.4 million are designated as cumulative redeemaigerred shares. The Company had no preferred
shares outstanding for the years ended Decemb@08Z,and 2006.

The Company is authorized to issue an unlimitedlvemoef common shares.

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

The Company repurchased 3,691,400 common shareg Q@07 as part of a normal course issuer bid.
These shares were repurchased at an average p#i2é.82, which has been allocated to reduce share
capital by $11.9 million and retained earnings B@.8 million.

A shareholders' rights plan is in place which temaed to provide all holders of common shares thi¢h
opportunity to receive full and fair value for afitheir shares in the event a third party attenpecquire
a significant interest in the Company. The Compadgalership agreements with subsidiaries of
Caterpillar Inc. are fundamental to its busines$ amy change in control must be approved by Calarpi
Inc.
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The plan provides that one share purchase righbéas issued for each common share and will trathe w
the common shares until such time as any persgrnoaoip, other than a “permitted bidder”, bids toudog

or acquires 20% or more of the Company's commoreshat which time the plan rights become
exercisable. The rights may also be triggered thyre party proposal for a merger, amalgamatioa or
similar transaction. The rights plan will expiretla¢ termination of the Annual Meeting of shareleosoto
be held in May 2008.

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

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

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

7. STOCK -BASED COMPENSATION PLANS
The Company has a number of stock-based compengasins, which are described below.
Stock Options

The Company has several stock option plans foateemployees and directors with vesting occurring
over a three-year period. The exercise price df @ation is based on the closing price of the commo
shares of the Company on the date of the granto@pgranted after January 1, 2004 are exercisalge
a seven-year period. Options granted prior to J3nLia2004 are exercisable over a ten-year petiodler
the 2005 Stock Option Plan, the Company may ispue .5 million common shares pursuant to the
exercise of stock options. At December 31, 2007 ndllion common shares remain eligible to be issue
in connection with future grants under this Stogki@n Plan.

Details of the stock option plans, adjusted forNreey 2007 stock split, are as follows:

2007 2006

Weighted Weighted

Average Average

For years ended December 31 Options Exercise Price Options Exercise Price
Options outstanding, beginning of year 3,903,526 % 14.44 2,948,586 $ 9.77
Issued 1,721,000 $ 31.59 1,769,400 $ 19.75
Exercised / cancelled (968,124) $ 13.42 (814,460) $ 9.08
Options outstanding, end of year 4,656,402 $ 20.99 3,903,526 $ 14.44
Exercisable at year end 1,745,280 $ 11.92 1,691,974 $ 8.59

In the second quarter of 2007, the Company issu&ilJ000 common share options to senior executives
and management of the Company (2006: 1,769,400 consimare options). In 2007 and 2006, long term
incentives for executives and senior managemerg aiemade in the form of stock options. It is the
Company’s practice to grant and price stock optmmyg when it is felt that all material informatidmas

been disclosed to the market.
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7. STOCK -BASED COMPENSATION PLANS (CONTINUED)

The Company determines the cost of all stock optgmanted since January 1, 2003 using the fairevalu
based method of accounting for stock options. feshod of accounting uses an option-pricing moalel t
determine the fair value of stock options grantéitctvis amortized over the vesting period. The Vailue
of the options granted has been estimated on tleeoflgrant using the Black-Scholes option-pricing
model with the following weighted-average assumpio

2007 Grant 2006 Grant

Dividend yield 1.21% 1.16%
Expected volatility 21.57% 21.32%
Risk-free interest rate 4.09% 4.21%
Expected life 5.5 years 5.5 years

At the grant date, the weighted average fair valugptions granted during the year was $7.89 (2006:
$4.96). Total stock option expense recognized Bi720as $9.3nillion (2006: $5.3 million).

The following table summarizes information abowicktoptions outstanding at December 31, 2007:

Options Outstanding Options Exercisable
Weighted Weighted Weighted
Range of exercise Number Average Average Number Average
prices outstanding  Remaining Life Exercise Price Outstanding Exercise Price
$4.52 - $8.50 914,734 2.3 years $ 6.26 914,734 $ 6.26
$14.69 - $16.27 468,668 4.0 years $ 15.79 320,542% 15.60
$19.75 - $19.82 1,585,600 5.3 years $ 19.75 51,00 $ 19.75
$25.85 - $31.67 1,687,400 6.3 years $ 31.59 — $ —
4,656,402 50years $ 20.99 1,745,280 $ 941

Other Stock-Based Compensation Plans

The Company has other stock-based compensatioa pldhe form of deferred share units and stock
appreciation rights plans that use notional comstare units. These notional units, upon vestirg, ar
valued based on the Company’s common share pritieeohoronto Stock Exchange and are marked to
market at the end of each fiscal quarter. Changésel value of the units as a result of fluctuagionthe
Company’s share price and new issues as they resteognized in selling, general, and administeati
expense in the consolidated statement of income tivé corresponding liability recorded on the
consolidated balance sheet in long-term obligations

In December 2007, the Company entered into a Vieriahte Share Forward (VRSF) with a financial
institution to hedge a portion of its outstandirjesired share units and vested share appreciatits) u
reducing the exposure to movements in the Compasigse price due to the impact on these stock-based
compensation plans — see Note 4. The VRSF had imadirmpact on the stock based compensation
expense for the year ended December 31, 2007.

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

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

Non-employee Directors of the Company were allatatéotal of 13,859 share units in 2007 (2006:
22,952 share units), which were issued to the Bores@and expensed equally over the calendar yeheas
units are issued.

Executive
Deferred Share Unit Plan A (DSU-A)

Under the DSU-A Plan, senior executives of the Camypmay be awarded deferred share units as
approved by the Board of Directors. This plan zéi§ notional units that are fully vested upon isseao
the executives. These units accumulate dividendalgnts in the form of additional units based ba t
dividends paid on the Company’s common sharesslamé redeemable only following termination of
employment and must be redeemed by Decembéof3he year following the year in which the
termination occurred. No units have been awardekiuthe DSU-A plan since 2001.

Deferred Share Unit Plan B (DSU-B)

Under the DSU-B Plan, executives of the Company beagwarded performance based deferred share
units as approved by the Board of Directors. Thas pitilizes notional units that become vested at
specified percentages or become vested partialpemember 30 of the year following the year of
retirement, death or disability. These specifiactle and vesting percentages are based on the @giapa
common share price at those specified levels exogeldbr ten consecutive days, the common shacepri
at the date of grant. Vested deferred share uretsea@leemable for a period of 30 days after tertiunaf
employment, or by December3f the year following the year of retirement, deat disability. The
notional deferred share units that have not vesttdn five years from the date that they were gedn
expire. Only vested units accumulate dividend egjeivts in the form of additional units based on the
dividends paid on the Company’s common shares.miis have been awarded under the DSU-B plan
since 2005.

As at December 31, 2007 and 2006, all outstandi@g Dnits have vested.

Details of the deferred share unit plans, whickergfthe vestings in the year as well as mark-toketa
adjustments, are as follows:

For years ended December 31 2007 2006

Units DSU-A DSU-B DDSU Total DSU-A DSU-B DDSU Total
Outstanding, beginning of year104,964 1,353,496 358,2801,816,740 103,566 1,510,172 316,9581,930,696
Additions 789 14,525 25,402 40,716 1,398 16,680 41,322 59,400
Exercised/cancelled (48,574) (228,321) (89,649) (366,544) — (173,356) — (173,356)
Outstanding, end of year 57,179 1,139,700 294,0331,490,912 104,964 1,353,496 358,2801,816,740
Vested, beginning of year 104,964 1,353,496 358,2801,816,740 103,566 1,337,522 316,9581,758,046
Vested 789 14,525 25,402 40,716 1,398 172,830 41,322 215,550
Exercised/cancelled (48,574) (228,321) (89,649) (366,544) — (156,856) — (156,856)
Vested, end of year 57,179 1,139,700 294,0331,490,912 104,964 1,353,496 358,2801,816,740
Liability ($ thousands)

Balance, beginningofyear $ 2,508 $ 32,342 $ 8,561%$ 43,411 $ 1923 $ 24838 $5,886% 32,647
Expensed 406 6,632 2,636 9,674 585 10,682 2,675 13,942
Exercised/cancelled (1,275)  (6,310)  (2,770) (10,355) — (3,178) —  (3,178)
Balance, end of year $ 1,639 $ 32,664 $ 8,4273$ 42,730 $ 2508 $ 32,342 $ 8561% 43,411

59



Finning International Inc.
Annual 2007 Results

Notes to Consolidated Financial Statements
7. STOCK -BASED COMPENSATION PLANS (CONTINUED)
Management Share Appreciation Rights Plan (SAR)

Beginning in 2002, awards under the SAR were grhtdesenior managers within Canada and the U.K.
The exercise price is determined based on the Cayrgpaommon share price on the Toronto Stock
Exchange on the grant date. Under the SAR Plamdsveae expensed over the vesting period of three
years when the market price of the common shareseels the exercise price under the plan for vested
units. Changes, either increases or decreasds mubted market value of common shares between the
date of grant and the measurement date resultl@@age in the measure of compensation for the award
and will be amortized over the remaining vestingqee The SAR Plan uses notional units that areegl
based on the Company’s common share price on ttenioStock Exchange.

In 2007 and 2006, there were no SAR units issuedaiwagement. Details of the SAR plans are as
follows:

For years ended December 31

Units 2007 2006
Outstanding, beginning of year 1,162,132 1,430,000
Exercised/cancelled (325,257) (267,868)
Outstanding, end of year 836,875 1,162,132
Vested, beginning of year 762,722 573,400
Vested 265,937 409,056
Exercised (317,557) (219,734)
Vested, end of year 711,102 762,722
Liability ($ thousands)

Balance, beginning of year $ 9,965 $ 4,655
Expensed 6,413 6,588
Exercised (4,935) (1,278)
Balance, end of year $ 11,443 $ 9,965
Strike price ranges: $13.03 - $16.22

Summary — Impact of Stock Based Compensation Plans

Changes in the value of all deferred share uniisséuare appreciation rights as a result of fluabnatin
the Company’s common share price and the impacewfissues, including stock options, was an expense
of $25.5 million in 2007 (2006: $25.8 million).
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8. EARNINGS PER SHARE

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

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

($ thousands, except share and per share amounts)

2007 Income Shares Per Share
Basic EPS from continuing operations:

Net income from continuing operations $ 280,107 178,844,411  $ 1.57
Effect of dilutive securities: stock options — 1,615,544 —
Diluted EPS from continuing operations:

Net income from continuing operations and assunoedersions $ 280,107 180,459,955 $ 1.55
2006

Basic EPS from continuing operations:

Net income from continuing operations $ 236,187 128,334  $ 1.32
Effect of dilutive securities: stock options — 1,057,606 —
Diluted EPS from continuing operations:

Net income from continuing operations and assunoedersions $ 236,187 179,798,940 $ 1.31

9. OTHER ASSETS

December 31

($ thousands) 2007 2006

Other assets — current:
Future income taxes (Note 5) $ 51,806 $ 47,611
Value Added Tax receivable 6,519 14,416
Prepaid expenses 13,817 20,980
Current portion of finance assets (Note 10) 11,789 14,274
Supplier claims receivable 45,780 42,630
Retained interest in transferred receivables (16)e — 9,481
Income taxes recoverable 582 5,337
Other 51,568 41,780

$ 181,861 $ 196,509

Other assets — long-term:

Accrued defined benefit pension asset (Note 18) $ 126,747 $ 77,285
Long-term swap contracts receivable (Note 4) 41,637 —
Deferred financing costs — 8,937
Investment in Energyst B.V. (a) 17,105 16,388
Deferred project costs 746 2,988
Future income taxes (Note 5) 2,567 5,204
Other 16,834 12,781

$ 205636 $ 123,583

(&) The Company accounts for its 24.4% investmefnergyst using the equity method of accounting. |
January 2008, the Company increased its interdsh@ngyst by purchasing 14,582 new shares that were
issued from Treasury for cash of $4.6 million (EBR million). As a result of this transaction, the
Company’s equity interest in Energyst increase2t85% from 24.4%.
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10. FINANCE ASSETS
December 31

(% thousands) 2007 2006
Instalment notes receivable $ 36,590 $ 27,176
Equipment leased to customers 2,636 38,303
Less accumulated depreciation (723) (17,159)
1,913 21,144
Total finance assets 38,503 48,320
Less current portion of instalment notes receivable (11,789) (14,274)

$ 26,714 $ 34,046

Depreciation of equipment leased to customershiryear ended December 31, 2007 was $5.7 million
(2006: $9.9 million).

11. RENTAL EQUIPMENT
December 31

($ thousands) 2007 2006
Cost $ 1,707,545 $ 1,918,880
Less accumulated depreciation (679,244) (880,240)

$ 1,028,301 $ 1,038,640

Depreciation of rental equipment for the year endedember 31, 2007 was $278&ilion (2006: $241.9
million).

12. CAPITAL ASSETS
Land, Buildings and Equipment

December 31 2007 2006

Accumulated Net book Accumulated Net book
($ thousands) Cost depreciation value Cost  depreciation value
Land $ 55,217 $ — 3 55,217 $ 58,805 $ — % 58,805
Buildings and equipment 488,848 195,142 293,706 516,274 209,423 306,851

$ 544,065 $ 195142 $ 348,923F 575079 $ 209,423 $ 365,656

Land, buildings, and equipment under capital lea$&d.3.5 million (2006: $13.0 million), net of
accumulated amortization of $2.2 million (2006: #1illion), are included above.

Depreciation of buildings and equipment for therysaded December 31, 2007 was $38.1 million (2006:
$34.9 million).
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Intangible Assets

December 31 2007 2006
Accumulated Net book Accumulated Net book
($ thousands) Cost amortization value Cost  amortization value

Subject to amortization
Customer contracts and related

customer relationships $ 3,132  $ 1549 % 1,583% 9,400 $ 4,095 $ 5,305
Software 34,994 12,675 22,319 28,431 9,451 18,980
38,126 14,224 23,902 37,831 13,546 24,285

Indefinite lives
Distribution rights 646 — 646 646 — 646

$ 38,772 $ 14,224 $ 24,5485 38,477 $ 13546 $ 24,931

The Company acquired intangible assets subjeantwtization of $10.8 million in 2007 (2006: $15.1
million). Depreciation of intangible assets subj@camortization for the year ended December 32720
was $4.1 million (2006: $2.9 million).

Certain intangible assets are considered to haladimte lives because they are expected to gemneeath
flows indefinitely.

13. DISPOSITION OF DISCONTINUED OPERATION
Finning UK Group — Tools Hire Division

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

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

Restructuring and other costs associated with idgodition of this business of $2.0 million aftar wwere
recorded in 2007.

Finning UK Group — Materials Handling Division

On September 29, 2006, the Company sold its Mdgdrdandling Division for cash proceeds of $170.6
million (£81.7 million), net of costs. The saletbfs business resulted in an after-tax loss onodigipof
$32.7 million (£15.5 million) in the third quartef 2006, which included the write-off of the goodivaind
intangible assets associated with this business.

The results of operations of the Tool Hire andMteerials Handling divisions have been includethie
consolidated statements of cash flow up to the dfatesposition and as discontinued operationfién t
consolidated statements of income up to the datiespbsition. The results of the Tool Hire and the
Materials Handling divisions had previously begmaréed in the Finning UK Group segment.

63



Finning International Inc.
Annual 2007 Results

Notes to Consolidated Financial Statements
13. DISPOSITION OF DISCONTINUED OPERATION (CONTINUED)

Income (loss) from the Tool Hire and Materials Hamgldivisions to the date of disposition is
summarized as follows:

Materials Handling

For years ended December 31 Tool Hire Division Division

(% thousands) 2007 2006 2007 2006
Revenue $ 113,272 $ 194,090 $ — $ 183,563
Income (loss) before provision for income taxes (4,108) 8,214 — (5,690)
Gain (loss) on sale of discontinued operations 38,590 — — (33,974)
Provision for income taxes (expense) recovery (36,532) (3,663) — 3,002
Income (loss) from discontinued operations $ (2,050) $ 4551 $ — $ (36,662)

The assets and liabilities of the Materials Hargllivision were removed from the Consolidated Be¢an
Sheet upon disposition in 2006 and are not predemtehe Consolidated Balance Sheet at December 31,
2007 or 2006. The carrying amounts of assets adities related to the Tool Hire Division as bétdate

of disposition, and for the comparative period preed, are as follows:

July 31, 2007
(% thousands) [date of disposition] December 31, 2006
ASSETS
Current assets
Accounts receivable $ 35,270 $ 38,284
Inventories 3,893 5,169
Other assets 1,277 3,130
Total current assets 40,440 46,583
Rental equipment 77,334 81,775
Land, building and equipment 13,841 16,526
Goodwill 91,136 95,861
Other assets — 7,529
$ 222,751 $ 248,274
LIABILITIES
Current liabilities
Accounts payable and accruals $ 19,071 $ 32,726
Income tax payable — 1,011
Total current liabilities 19,071 33,737
Long-term obligations — 2,915
$ 19,071 $ 36,652

The significant net cash flows from discontinue@m@ions up to the date of disposition includethi
Consolidated Statements of Cash Flow are as follows

Materials Handling

For years ended December 31 Tool Hire Division Division

($ thousands) 2007 2006 2007 2006
Cash provided by (used in) operating activities $ (3,795) $ 31528 $ — $ 28,052
Cash provided by (used in) investing activities $ (561) $ 860 $ —  $ —
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14. GooDwiILL
The change in the carrying amount of goodwill i$ad®ws:

December 31 2007 South

(% thousands) Canada America UK Group  Consolidated
Goodwill, beginning of year $ 32388 $ 33342 $ 316,140 $ 381,870
Acquired (a) 1,043 — — 1,043
Adjustment to purchase price (c) — 253 — 253
Disposed (Note 13) — — (91,136) (91,136)
Foreign exchange translation adjustment — (5,091) (35,840) (40,931)
Goodwill, end of year $ 33431 $ 28504 $ 189,164 $ 251,099
December 31 2006 South

($ thousands) Canada America UK Group  Consolidated
Goodwill, beginning of year $ 30304 $ 29862 $ BBAL $ 364,827
Acquired (a) 2,084 — — 2,084
Adjustment to purchase price (b) — 3,402 — 3,402
Disposed (Note 13) — — (28,274) (28,274)
Foreign exchange translation adjustment — 78 39,753 39,831
Goodwill, end of year $ 32,388 $ 33342 $ 316,140 $ 381,870

(a) In 2007, the Company acquired the assets asiddss operations of Mainline Rent-All (1986) Liah,
equipment rental company based in Alberta, Carfadaash of approximately $2.7 million. In 2006eth
Company acquired the assets and business operafidvistanen Electric Ltd., an electric distributio
rental company based in Alberta, Canada, for casipmgroximately $10.3 million.

(b) In April 2003, the Company acquired 100% of Wioéing shares of Matreq S.A. (subsequently renamed
Finning Bolivia S.A.), the Caterpillar dealershipBolivia. As part of this agreement, additional

contingent consideration of U.S. $4.0 million wasanced to the seller in April 2003, and was setithe
2006 for U.S. $3.8 million. The agreed considerati@s reclassified from other assets to goodwdl an
future income tax asset.

(c) In January 2003, the Company acquired 100%ef¥bting shares of Macrosa Del Plata S.A.
(subsequently renamed Finning Argentina S.A.) aediSios Mineras S.A. (subsequently renamed
Finning Soluciones Mineras S.A.), the Caterpillaalgrships in Argentina. As part of this agreemtnd,
sellers were entitled to additional future considien based on the realization of certain perforrean
criteria over a six-year period ending December2BD8 for the Argentina operations. Any additional
consideration would be payable only if certain perfance criteria were achieved and maintained for a
stipulated period. The strong performance of theatship in Argentina since acquisition to the ehd
2005 indicated that the maximum future consideratigteria would likely be met, and was recorded in
2005 in accordance with the agreement as $24.1om{U.S. $21.2 million) to goodwill.

In June 2006, a provisional payment of this addélaonsideration of approximately $14.8 million $U
$13.2 million) was paid directly to the sellersdan additional $7.6 million (U.S. $6.8 million) spaid
in trust as partial security, which has now bedd paon achievement of the performance criteria.
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15. LONG-TERM OBLIGATIONS
December 31

(% thousands) 2007 2006

Stock-based compensation (Note 7) $ 54,173 $ 53,376
Leasing obligations (a) (Note 22) 12,618 28,453
Employee future benefit obligations 17,498 14,727
Long-term swap contract payable (Note 4) — 14,170
Sale leaseback deferred gain 8,470 9,230
Asset retirement obligations (b) 1,423 6,223
Argentina additional consideration (Note 14) — 1,414
Other 7,517 3,701

$ 101,699 $ 131,294

(a) Capital leases issued at varying rates ofestdrom 0.9% - 10.6% and maturing on various dapet®
2026.

(b) Asset retirement obligations relate to estimddtdure costs to remedy dilapidation costs onatert
operating leases in the U.K. and are based on éngp@ny’s prior experience, including estimates for
labour, materials, equipment, and overheads sushrasyor and legal costs. To determine the recbrde
liability, the future estimated cash flows haverbdescounted using the Company’s credit-adjustekd ri
free rate of 4%. Should changes occur in estimiatiede dilapidation costs, revisions to the lidgikcould
be made. Due to the disposition of the Tool Hirei§lon in the U.K, the liability has been reduced b
approximately $2.8 million. The total undiscountadount of estimated cash flows is $2.2 million, and
the expected timing of payment of the cash flowsstsmated to be over the next thirty years.

16. CUMULATIVE CURRENCY TRANSLATION ADJUSTMENTS

The Company’s subsidiaries operate in three funatiourrencies: Canadian dollars, U.S. dollars,tard
U.K. pound sterling. The Company experiences foreigrrency translation gains or losses as a result
consolidating the financial statements of self-austg foreign operations. These unrealized foreign
currency translation gains or losses are reconddgel Accumulated Other Comprehensive Income/Loss
account on the Consolidated Balance Sheet. Curteaglation adjustments arise as a result of
fluctuations in foreign currency exchange ratethatperiod end. The cumulative currency translation
adjustment for 2007 mainly resulted from the ster@anadian dollar relative to the U.S. dollar 29b.
stronger), and the U.K. pound sterling (14.1% sisoh from December 31, 2006 to December 31, 2007.

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

December 31

Exchange rate 2007 2006
U.S. dollar 0.9881 1.1653
U.K. pound sterling 1.9600 2.2824

For years ended December 31

Average exchange rates

U.S. dollar 1.0748 1.1341
U.K. pound sterling 2.1487 2.0886
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Non cash working capital changes

For years ended December 31

Finning International Inc.
Annual 2007 Results

Notes to Consolidated Financial Statements

(% thousands) 2007 2006
Accounts receivable and other (158,857) $ (127,177)
Inventories — on-hand equipment (65,548) (186,024)
Inventories — parts and supplies (31,897) (66,344)
Accounts payable and accruals 31,215 255,050
Income taxes 6,499 (14,531)
Changes in working capital items (218,588) (139,026)
Components of cash and cash equivalents

December 31

(% thousands) 2007 2006
Cash 16,533 $ 13,059
Short-term investments 45,327 65,426
Cash and cash equivalents 61,860 $ 78,485
Interest and tax payments

For years ended December 31

($ thousands) 2007 2006
Interest paid (74,668) $ (89,045)
Income taxes paid (105,091) $ (84,258)
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18. EMPLOYEE FUTURE BENEFITS

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

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

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

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

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

The defined contribution pension plans in Canadaegistered pension plans that offer a base
contribution rate for all members. For certain glaihe Company will partially match employee
contributions to a maximum of 1% of employee eagsirThe defined contribution pension plan in the UK
offers a match of employee contributions, withirequired range, plus 1%.

The Company’s South American employees do notgyaatie in employer pension plans but are covered
by country specific legislation with respect toemanity plans. The Company has recorded a liakiity
employees based on an actuarial valuation of aatied payments to employees. An amount of $4.8
million was expensed in 2007 (2006: $3.2 milliony) & total obligation of $17.5 million (2006: $14.7
million).
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The expense for the Company’s benefit plans, pilynfrr pension benefits, is as follows:

For years ended December 31 2007

($ thousands) Canada UK Hewden Total
Defined contribution plans

Net benefit plan expense $16,193 $§ 823 $ 241 $ 17,257

2006
Canada UK Hewden Total
$12838 $ 948 $ 244 $ 14,030

Defined benefit plans
Current service cost, net of

employee contributions
Interest cost

$ 8,343 $ 5328 $ 2,039 $ 15,710
16,563 26,238 10,582 53,383
Actual return on plan assets (8,120) (17,619) (7,321) (33,060)
Actuarial (gains) losses (3,559) (75,643) (21,148) (100,350)
Plan curtailment (a) — — 958 958

$ 8465 $ 9557 $ 2,673 $ 20,695
15,956 21,137 9,808 46,901
(30,932) (43,336) (9,639) (83,907)
(4,349) 28,202 (8,776) 15,077

— 3,342 — 3,342

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

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

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

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

Difference between
amortization of past service
costs for year and actual plan
amendments for year 298

Amortization of transitional
obligation / (asset) (19)

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

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

5769 82,102 22,894 110,765

(709) — (411)

(1,248) 1,523 256

(10,860) 18,902  (5,934) 2,108

12,882 19,944 (98) 32,728

8,348 (21,515) 11,452  (1,715)

208 (3,739) —  (3,441)

1,047 (1,213) 1552 1,386

Defined benefit costs recognized 7,568 6,951 5,247 19,766

11,715 12,379 6,972 31,066

Total $23761 $ 7,774 $ 5,488 $ 37,023

$ 24,553 $ 13,327 $ 7,216 $ 45,096

(a) As a result of the sales of the Tool Hire aratéfials Handling divisions, the Company recogniaed
curtailment to reflect the impact of the significaaduction of the expected years of future sesvife
active employees participating in the Hewden amohifg (UK) defined benefit plans, respectively.

Total cash payments for employee future beneft2@®7, which is made up of cash contributed by the
Company to its defined benefit plans and its deficentribution plans was $78.5 million and $17.2
million, respectively (2006: $55.8 million and $@4nillion, respectively).
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18. EMPLOYEE FUTURE BENEFITS (CONTINUED)

Information about the Company’s defined benefihple as follows:

For years ended December 31 2007 2006

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

Balance at beginning of year $313,435 $531,799 $215,008 $1,060,24% 307,646 $415,787 $192,306 $915,739

Current service cost 10,068 8,126 3,298 21,492 10,190 13,446 4,039 27,675
Interest cost 16,563 26,238 10,582 53,383 15,956 21,137 9,808 46,901
Benefits paid (18,355) (19,959) (8,820) (47,134)  (16,008) (12,910) (8,783) (37,701)
Actuarial (gains) losses (3,559) (75,643) (21,148) (100,350) (4,349) 28,202 (6,792) 17,061
Foreign exchange rate changes — (69,741) (28,956) (98,697) — 62,795 26,414 89,209
Plan curtailment — — — — — 3,342 — 3,342
Plan amendments (a) — — — — — — (1,984) (1,984)
Balance at end of year $318,152 $400,820 $169,9684 888,936 $313,435 $531,799 $ 215,0081,060,242
Plan assets
Fair value at beginning of year $295,019 $424,982 $160,792 $ 880,79% 269,358 $312,418 $125,848 $707,624
Actual return on plan assets 8,120 17,619 7,321 33,060 30,932 43,336 9,639 83,907
Employer contributions (b) 12,485 46,169 23,268 81,922 9,012 26,928 13,730 49,670
Employees’ contributions 1,725 2,798 1,259 5,782 1,725 3,889 1,366 6,980
Benefits paid (18,355) (19,959) (8,820) (47,134) (16,008) (12,910) (8,783) (37,701)
Foreign exchange rate changes — (64,123) (24,734) (88,857) — 51,321 18,992 70,313
Fair value at end of year $298,994 $407,486 $159,086 $ 865,566 295,019 $424,982 $160,792 $880,793
Funded status — plan

surplus/(deficit) $(19,158)$ 6,666 $(10,878% (23,370) $(18,416)%$(106,817)$(54,216)$(179,449)
Unamortized net actuarial loss 64,670 63,740 22,306 150,716 58,732 149,223 47,661 255,616
Unamortized past service costs 2,067 (7,762) — (5,695) 2,365 (9,791) — (7,426)
Contributions remitted after

valuation date 3,984 1,833 998 6,815 505 6,818 1,915 9,238
Unamortized transitional

obligation/asset (102) (6,756) 5,139 (1,719) (121)  (9,194) 8,621 (694)
Accrued benefit asset/(liability)
(c) $ 51,461 $ 57,721 $ 17,565 $ 126,74% 43,065 $ 30,239 $ 3,981 $ 77,285

(@) The plan amendment of $2.0 million in 2006 iemtden related to a reduction in the accrued benefit
obligation of the defined benefit pension plan tlupension benefit changes that were agreed bettheen
Company and the plan’s trustees and communicateutie employee members of the plan. It was agreed
that employee members’ pension benefits would ctealse linked to their final pensionable salargaft

April 2010. From April 2010, employee members’ gensenefits will increase broadly in line with
inflation, as opposed to future salary increaséss flesulted in a reduction in the pension placE@ed
benefit obligation because employee members’ panseoefits are now assumed to increase in line with
the salary increase assumption until April 2010 #aoh in line with the lower inflation assumption
thereafter.

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

(c) The accrued benefit asset or liability is dl#ssg in either other assets or long-term obligasio
respectively, on the consolidated balance sheets.
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Included in the above accrued benefit obligatiot fair value of plan assets at the year-end are the
following amounts in respect of plans that arefothy funded:

For years ended December 31 2007 2006

($ thousands) Canada UK Hewden Total Canade UK Hewden Total
Accrued benefit obligation $262,895 $ — $154,093 $416,988% 256,477 $531,800 $215,0091,3,286
Fair value of plan assets 236,336 — 143,011 379,347 229,213 424,983 160,793 814,989
Funded status — plan deficit $ 26,559 $ — $ 11,082 $ 37,641% 27,264 $106,817 $ 54,216 $ 188,297

For measurement purposes, assets and liabilitiggeqgflans are valued as at November 30. Plansasset
longer include direct investment in common shafdéb@ Company at December 31, 2007 and 2006.

Plan assets are principally invested in the follaysecurities at November 30, 2007:

Canada UK Hewden
Equity 54% 67% 69%
Fixed-income 3% 33% 31%
Real estate 7% — —
The significant actuarial assumptions are as fattow
2007 2006

Canada UK Hewden Canada UK Hewden
Discount rate — obligation 5.80% 6.20% 6.20%  5.25% 5.30% 5.30%
Discount rate — expense 5.25% 5.30% 5.30% 5.15% 4.95% 4.95%
Expected long-term rate of return on plan assets 7.25% 7.00% 7.25% 7.25% 7.00% 7.25%
Rate of compensation increase 3.50% 4.00% 4.00% 3.50% 3.50% 3.50%
Estimated remaining service life (years) 10-15 14 13 10-15 14 13

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

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

Canada — Executive Supplemental Income Plan DeaeBih006 December 31, 2009

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

Canada — Alberta Defined Benefit Plan Decembe2B05 December 31, 2008

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

Hewden Stuart Pension Scheme December 31, 2005 nibece31, 2008

Hewden Pension Plan January 1, 2005 January 1, 2008
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19. ACCOUNTS RECEIVABLE SECURITIZATION

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

On the expiry date, the Company terminated theweeoship interests, ceased all securitizationsof it
accounts receivable, and repurchased previouslyitieed receivables for cash of $45.0 million. At
December 31, 2006, the Company carried a retaimtedesst in the transferred receivables in the armoiun
$9.5 million, which equalled the amount of overatdralization in the receivables it sold, which was
reported on the consolidated balance sheet in otireent assets (Note 9).

For the 2007 period up to the repurchase of theivables held by the Trust, the Company recognézed
pre-tax loss of $1.gillion (2006: $2.0 million) relating to these tiHars.

Proceeds from revolving reinvestment of collectiarese $451.9nillion in 2007 (2006: $520.6 million).

20. ECONOMIC RELATIONSHIPS

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

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

1933.

21. SEGMENTED |NFORMATION

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

During the fourth quarter of 2006, the UK Groupibass model was reorganized to combine the
operations of Finning (UK) and Hewden into one aigation creating four distinct market units to mor
effectively service customers, improve alignmerttv@aterpillar, and to generate operating efficiesic
At the same time a new management team was apgoirttese four market units will, over time, be
supported by an integrated back office operatiam will provide common head office services,
generating additional synergies among the markies.uls a result of this reorganization, the FirmnisK
Group is reported as one operating segment begnmiga007, with the four market units being: Heavy
Construction, General Construction, Power Systamd,Rental (Hewden).

Prior to 2007, results from the UK Group were réporas two separate operating segments: Finning UK
Operations, reflecting the results of Finning (U UK Caterpillar dealership operation and Dipgh
which distributes and services Perkins enginekeni.K; and Hewden Operations, an equipment rental
and associated services operation in the U.K.
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Operating units are as follows:

portion of Nunavut.

Other: corporate head office.
The reportable operating segments are:
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Canadian operations: British Columbia, Alberta, Yhéon Territory, the Northwest Territories, and a

South American operations: Chile, Argentina, Uruguwand Bolivia.
UK Group operations: England, Scotland, Wales, [Balk Islands, and the Channel Islands

For year ended December 31, 2007 South UK
($ thousands) Canada America Group Other Consolidated
Revenue from external sources $ 2,936,229 $ 1,325,582 $ 1,400,427 $ 6 $ 5,662,244
Operating costs (2,486,030) (1,171,761) (1,191,290) (30,867) (4,829)
Depreciation and amortization (165,488) (25,922) (136,474) — (327,884)
Other income (expenses) 1,602 (551) 384 — 1,435
Earnings from continuing operations before

interest and taxes $ 286,313 $ 127,348 $ 73,047 $ (30,861) $ 455,847
Finance costs (72,842)
Provision for income taxes (102,898)
Net income from continuing operations 280,107
Loss from discontinued operations, net of tax (2,050)
Net income $ 278,057
Identifiable assets $ 1,820,394 $ 810,465 $ 1,434,608 $ 68,696 $ 418634,
Capital assets $ 158,301 $ 58,339 $ 156,014 $ 817 $ 373471
Gross capital expenditurés $ 23,604 $ 21,856 $ 32,359 % — $ 77,819
Gross rental asset expenditures $ 449894 $ 76,481 $ 238,416 $ — $ 757,485
For year ended December 31, 2006 South UK

($ thousands) Canada America Group Other Consolidated
Revenue from external sources $ 2,612,597 $ 1,089,9% 1,230,730 $ 6 $ 4,853,239
Operating costs (2,251,348) (876,286) (1,042,438) 32,916) (4,202,988)
Depreciation and amortization (145,664) (24,660)  16(195) — (286,519)
Other income (expenses) 17,729 — (7,105) (648) ®,97
Earnings from continuing operations before

interest and taxes $ 233,314 $ 108,960 $ 64,992 83,5%8) $ 373,708
Finance costs (69,842)
Provision for income taxes (67,679)
Net income from continuing operations 236,187
Loss from discontinued operations, net of tax 32,111)
Net income $ 204,076
Identifiable assets $ 1,691,743 $ 779,817 $ 1.68R¢2$% 36,981 $ 4,200,753
Capital assets $ 158,485 $ 55,224 $ 176,450 $ 428 30,587
Gross capital expendituré$ $ 41817 $ 15,003 $ 32,550% — 8 89,370
Gross rental asset expenditures $ 295512 % 42,1%7 200,656 $ — $ 538,325

(1) includes capital leases
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22. CONTRACTUAL OBLIGATIONS

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

For years ended December 31 Capital Operating
(% thousands) Leases Leases
2008 $ 2311 % 70,472
2009 1,766 59,771
2010 1,396 52,037
2011 1,208 38,924
2012 1,064 28,064
Thereafter 15,798 164,125
23,543 $ 413,393
Less imputed interest (9,442) n/a
14,101 413,393
Less current portion of capital lease obligation (1,483) n/a
Total long-term capital lease obligation $ 12,618 $ 413,393

23. COMMITMENTS AND CONTINGENCIES

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

(b) The Company has committed to pay approxim&26.3 million over the next two years for the
software licenses and implementation support foe\a information technology system solution for its
global operations.

24. GUARANTEES AND | NDEMNIFICATIONS

The Company enters into contracts with rights @dnrg in certain circumstances, for the repurcladse
equipment sold to customers for an amount baseth@stimate of the future value of the fair market
price at that time. As at December 31, 2007, tke &stimated value of these contracts outstanding
$161.2 millioncoming due at periods ranging from 2008 to 2014 Tbmpany’'s experience to date has
been that the equipment at the exercise date afahigact is worth more than the repurchase amdunet.
total amount recognized as a provision againsethestracts is $0.million.

As part of the Tool Hire and Materials Handlingidigns Purchase and Sale Agreements, Finning has
provided indemnifications to the respective thiedtp purchaser, covering breaches of representatidn
warranties as well as litigation and other matsexsforth in the agreement. Claims may be madaéy t
third party purchaser under these agreements fausperiods of time depending on the nature ef th
claim. The maximum potential exposure of Finningemthese indemnifications is 100% of the purchase
price with respect to the Tool Hire Division, arsP4 of the purchase price with respect to the Mal®ri
Handling Division. As at December 31, 2007, Finninagl no material liabilities recorded for these
indemnifications.

In connection with the sale of the Materials HanglIDivision in 2006, the Company provided a guaant
to a third party with respect to a property ledthe lessee were to default, the Company would be
required to make the annual lease payments of appately $1.2 million to the end of the lease tenm
2020. As at December 31, 2007, the Company hadhbitity recorded for this guantee.

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

During the year, the Company entered into varidherocommercial letters of credit in the normal rseu
of operations.
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25. MANAGEMENT OF CAPITAL

The Company’s objectives when managing capital are:

(i) to maintain a flexible capital structure which opizes the cost of capital at acceptable risk; and
(i) to manage capital in a manner which balances tieesists of equity and debt holders.

In the management of capital, the Company inclstkeseholders’ equity, short-term and long-term debt
in the definition of capital.

The Company manages its capital structure and neastments to it in the light of changes in
economic conditions and the risk characteristichefunderlying assets. In order to maintain ousidjhe
capital structure, the Company may adjust the amoiutividends paid to shareholders, purchase share
for cancellation pursuant to normal course issids,hissue new shares, issue new debt, and/or inesue
debt to replace existing debt with different ch&eastics.

The Company monitors the following ratios in thespect: debt to total capitalization; and dividend
payout ratio. Debt to total capitalization and demd payout ratio are Non-GAAP measures which do no
have a standardized meaning prescribed by GAARtardfore may not be comparable to similar
measures presented by other issuers.

Debt to total capitalization is calculated as stenn and long-term debt (total debt) divided bigko
capitalization. Total capitalization is definedthe sum of total debt and all components of eqisityre
capital, contributed surplus, accumulated otherpretmensive loss, and retained earnings).

Dividend payout ratio is calculated as the anniatidnd declared per share divided by basic eampay
share from continuing operations for the past te@honth period.

During 2007, the Company'’s strategy, which was anged from 2006, was to maintain the targets set
out in the following table. The Company believesttthese ratios are currently in the optimal razuge
provide access to capital at a reasonable cost.

As at and for years ended December 31

($ millions, except as noted) 2007 2006
Components of Debt and Coverage Ratios
Short-term debt $ 3709 $ 425.5
Current portion of long-term debt 215.7 2.2
Long-term debt 590.4 735.9
Total debt 1,177.0 1,163.6
Shareholders’ equity 1,617.8 1,624.4
Company
Targets 2007 2006
Total debt to capital 40 — 50% 42% 42%
Dividend payout ratio 25 —-30% 23% 21%

The total debt to capital ratio is comparable, y®aar year, and is within the Company’s target.

In 2007, the Company increased its dividend payatit target from 20-25% to 25-30%. The dividend
payout ratio has increased over the 2006 level thighdividend rate per common share increasingetwic
during 2007, as the Company moves towards itscstatget.
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26. SUBSEQUENT EVENTS

(a) In January 2008, the Company’s Canadian opa&stiFinning (Canada), acquired all of the issuell a
outstanding common shares of Collicutt Energy Sesvitd. The total value of this transaction is
approximately $145 million, comprising $96 milliaf cash, 14,365 Finning common shares (valued at
$0.4 million) issued in connection with the acatiisi, with the difference being the assumption elbtd
The purchase price allocation has not been findlize

(b) In January and early February 2008, the Compdul{ subsidiary, Hewden sold certain propertias fo
cash proceeds of approximately $28 million, reaglin a pre-tax gain of approximately $14 million.
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