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U.S. denominated debt as a result of a weaker U.S. dollar compared to the CDN. dollar.  The Fund’s debt-to-
equity ratio at March 31, 2008 was 0.36:1 compared to 0.22:1 for the same period in 2007.  The increase in the 
debt-to-equity ratio was due to two factors.  Firstly, the increase in the long-term debt by virtue of the issuance of 
the Series E and Series F private notes on September 5, 2007, and, secondly, the reduction of unitholders' equity 
that occurred by virtue of recognizing a $275.0 million impairment of goodwill and intangible assets on 
December 31, 2007. 

Gains and Losses on Sale of Property, Plant and Equipment 

For the quarter ended March 31, 2008, the Fund sold $3.0 million of certain redundant equipment and under-
utilized property, resulting in a net gain of $0.6 million. 

Income Taxes 

(unaudited)  
Three month period ended 

March 31 
($ millions) 2008 2007 
Income before income taxes and earnings from equity investments  $ 53.4 $ 66.7 
Income tax rate  31%  33% 
Computed expected income tax expense   16.6  22.0 
Add (less):     

Amounts included in Trust income  (13.0)  (13.8) 
Non-deductible unit-based compensation  0.2  0.2 
Non-taxable portion of unrealized foreign exchange loss (gain)  0.8  (0.5) 
Other  —  0.6 

Provision for income taxes $ 4.6 $ 8.5 

For the three month period ended March 31, 2008, the Fund recorded an income tax expense of $4.6 million 
compared to an income tax expense of $8.5 million in 2007. The $3.9 million decrease was mainly attributable to 
lower earnings in 2008 compared to 2007 and a lower tax rate as a result of enacted Federal tax rate reductions. 

Earnings from Equity Investments 

Earnings from equity investments increased from $0.1 million in 2007 to $1.0 million in 2008.  The increase was 
mainly due to increased earnings in Pe Ben USA Inc. (“Pe Ben USA”) due to strong demand for Pe Ben USA’s 
services.    

Net Income 

  Three month period ended March 31 
(unaudited) 
($ millions, except per unit amounts) 2008 2007 % Change 
Income before income taxes and earnings from equity investments $ 53.4 $ 66.7 (19.9) 
Net income  49.8  58.3 (14.6) 

Earnings per unit $ 0.62 $ 0.71 (12.7) 
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Net income was $49.8 million, a decrease of 14.6 percent, from $58.3 million in 2007, which resulted in earnings 
per unit decreasing from $0.71 in 2007 to $0.62 in 2008.  The decrease was mainly attributable to the $5.5 million 
unrealized loss on foreign exchange recorded in 2008 as compared to a $3.0 million unrealized gain on foreign 
exchange recorded in 2007.  The weighted average number of units outstanding decreased on a year-over-year 
basis from 81,973,000 in 2007 to 80,417,000 in 2008 which assisted in mitigating the decline in the earnings per 
unit. 

SEGMENTED INFORMATION 

THREE MONTH PERIOD ENDED MARCH 31, 2008 

(unaudited) 
($ millions) 
Three month period ended March 31, 2008 

Oilfield 
Services 

Trucking 
/Logistics 

Corporate and 
intersegment 
eliminations Total 

 $ $ $ $ 

Revenue 242.7 115.7 (0.3) 358.1 

Direct operating expenses 152.2 87.3 (3.0) 236.5 

Selling and administrative expenses 22.1 11.2 4.7 38.0 

Operating income (1) 68.4 17.2 (2.0) 83.6 
 

(unaudited) 
($ millions) 
Three month period ended March 31, 2007 

Oilfield 
Services 

Trucking 
/Logistics 

Corporate and 
intersegment 
eliminations Total 

 $ $ $ $ 

Revenue 257.6 109.2 (1.1) 365.7 

Direct operating expenses 159.6 83.2 (4.4) 238.4 

Selling and administrative expenses 24.9 11.6 4.1 40.6 

Operating income (1) 73.1 14.4 (0.8) 86.7 
 
(1)  Operating income is a non-GAAP term described in the Glossary of Terms and Non-GAAP Terms beginning on page 13 

of this MD&A. 

OILFIELD SERVICES SEGMENT 

The Fund provides the energy sector in western and northern Canada with a wide range of services related to the 
drilling for oil and natural gas, infrastructure development and capital projects. Energy companies generate their 
income from the sale of the commodities they produce and as such their decision to deploy capital is primarily 
dependent on the cash flows generated by the combination of production levels and commodity prices.  

A detailed description of each of the business units in the Oilfield Services segment is set forth in the Fund's 
Annual Information Form dated February 27, 2008, which is available on SEDAR at www.sedar.com, the Fund's 
website at www.mullen-group.com or on request, free of charge, from the Fund's Investor Services group, 
ir@mullen-group.com. 
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Revenue 

Revenue in the Oilfield Services segment is generated 
through its 17 business units by utilizing both Company 
Equipment and Contractors.  This segment was 
responsible for approximately 67.7 percent of pre-
consolidated revenue for the quarter compared to 
approximately 70.2 percent in 2007. 

The Oilfield Services segment generated revenue of 
$242.7 million during the quarter, a decrease of $14.9 
million, or 5.8 percent, from $257.6 million in 2007.  This decrease was mainly attributable to the lower revenue 
generated by the business units dependent on oil and natural gas drilling activity in western Canada who 
experienced a $29.4 million year-over-year decrease in revenue.  Not only was there a decrease in the number of 
wells drilled but this lower activity level resulted in lower unit pricing levels for services provided due to the 
competitive nature of the marketplace.  The extremely cold weather experienced in January and the warm 
weather of March also contributed to limit drilling activity during the quarter.  Somewhat mitigating this decrease in 
revenue was the continued strong performance of the business units tied to the servicing of wells and the 
transportation of fluids.  These business units experienced a $13.6 million year-over-year increase in revenue.  Of 
this amount $3.3 million was attributable to the acquisition of Pro North Oilfield Services. 

Direct Operating Expenses 

Direct operating expenses decreased by 
4.6 percent to $152.2 million, or 62.7 percent of 
revenue, compared to $159.6 million, or 62.0 
percent of revenue, in 2007.  This equates to a 
gross margin of 37.3 percent in 2008 compared 
to 38.0 percent in 2007. The $7.4 million 
decrease was mainly attributable to the decline 
in activity experienced by the business units tied 
to natural gas drilling activity in western Canada 
and a concerted effort at the business unit level 
to control repairs and maintenance.  The lower 
gross margin in 2008 was due to a combination 
of pricing pressures in the Drilling Related 
Services business units and increases in the price of fuel that were not fully recovered from customers.   

Selling and Administrative Expenses 

S&A expenses were $22.1 million, or 9.1 percent of revenue, down from $24.9 million, or 9.7 percent of revenue, 
in 2007.  The $2.8 million decrease 
was mainly the result of continued 
efforts to reduce S&A costs by 
improving processes and procedures 
and by reducing staffing levels. The 
decrease in S&A costs was also 
attributable to lower profit share as a 
result of the lower earnings in 2008.  

Q1 Revenue - Oilfield Services 
(unaudited) 
($ millions) 2008 2007 Change 
 $ $ $ 
Company 179.8 193.9 (14.1) 
Contractors 61.9 62.9 (1.0) 
Other 1.0 0.8 0.2 
Total 242.7 257.6 (14.9) 

Q1 Direct Operating Expenses - Oilfield Services 
(unaudited) 
($ millions) 2008 2007 Change 
 $ $ $ 
Company    
 Wages and benefits 51.7 54.4 (2.7) 
 Fuel 13.7 12.3 1.4 
 Repairs and maintenance 19.1 23.9 (4.8) 
 Operating supplies 12.8 11.7 1.1 
 Other 7.8 9.1 (1.3) 
 105.1 111.4 (6.3) 
Contractors 47.1 48.2 (1.1) 
Total 152.2 159.6 (7.4) 

Q1 Selling and Administrative Expenses - Oilfield Services 
(unaudited) 
($ millions) 2008 2007 Change 
 $ $ $ 
Wages and benefits 9.3 10.5 (1.2) 
Communications, utilities and general supplies 6.2 6.6 (0.4) 
Profit share 4.1 5.0 (0.9) 
Rent and other 2.5 2.8 (0.3) 
Total 22.1 24.9 (2.8) 
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Operating Income 

Operating income(1) decreased by $4.7 million, or 6.4 percent, to $68.4 million, from $73.1 million in 2007.  The 
decrease was mainly attributable to lower income in the Drilling Services and Drilling Related Services 
businesses, which were impacted by the slowdown of drilling activity in western Canada.  This decrease was 
somewhat offset by the continued growth of the Production Services businesses.  The operating margin 
decreased slightly from 28.4 percent in 2007 to 28.2 percent in 2008. 
(1)  Operating income is a non-GAAP term described in the Glossary of Terms and Non-GAAP Terms beginning on page 13 

of this MD&A. 

Capital Expenditures 

For the three month period ended March 31, 2008, the segment invested $10.5 million in net capital expenditures, 
the majority of which was allocated to new equipment needed to meet customer demands.  Gross expenditures 
were $11.3 million which were offset by $0.8 million of dispositions. 

TRUCKING/LOGISTICS SEGMENT 

The transportation and distribution of freight is a multi-billion dollar business in Canada and is generally described 
as both highly competitive and fragmented.  The Trucking/Logistics segment consists of eight business units that 
provide various types of trucking services in Canada, the continental U.S. and Mexico.   

A detailed description of each of the business units in the Trucking/Logistics segment is set forth in the Fund's 
Annual Information Form dated February 27, 2008, which is available on SEDAR at www.sedar.com, the Fund's 
website at www.mullen-group.com or on request, free of charge, from the Fund's Investor Services group, 
ir@mullen-group.com. 

Revenue 

Revenue in the Trucking/Logistics segment is generated 
through its eight business units by utilizing both Company 
Equipment and Contractors.  This segment was 
responsible for approximately 32.3 percent of pre-
consolidated revenue for the quarter compared to 
approximately 29.8 percent in 2007. 

Revenue in the quarter was $115.7 million, an increase of 
$6.5 million, or 6.0 percent, from $109.2 million in 2007.  
This increase was mainly due to the strong demand in western Canada for transportation services related to 
infrastructure development and mining.  The eastern Canadian operations continued to be negatively impacted by 
the weakness in the economy especially in relation to the manufacturing and automotive sectors. 

Q1 Revenue - Trucking/Logistics 
(unaudited) 
($ millions) 2008 2007 Change 
 $ $ $ 
Company 41.7 40.1 1.6 
Contractors 73.7 68.8 4.9 
Other 0.3 0.3 — 
Total 115.7 109.2 6.5 
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Direct Operating Expenses 

Direct operating expenses include the cost of 
Contractors and the direct operating costs of 
Company Equipment. Contractors consist of 
subcontractors, who are hired on an “as-
needed” basis, and owner-operators who are 
licensed through and work exclusively for the 
Fund's business units. Contractors are paid 
either as a percentage of the load revenue or at 
a fixed rate per mile.  Direct operating costs 
increased to $87.3 million, up $4.1 million, or 
4.9 percent, from $83.2 million in 2007.  This 
increase was mainly related to the costs 
associated with the increased revenue 
generated in the segment.  Direct operating costs were 75.5 percent of revenue, down from 76.2 percent in 2007, 
resulting in the gross margin increasing to 24.5 percent from 23.8 percent in 2007.  This increase in gross margin 
was attributable to higher activity with specialized hauling services, which traditionally generate higher margins. 
The increase in gross margin was partially offset by additional fuel costs that were not fully recovered from 
customers. 

Selling and Administrative 
Expenses 

S&A expenses in the current period 
decreased slightly by $0.4 million to 
$11.2 million from $11.6 million in 
2007.  The decrease was primarily 
due to a foreign exchange gain of 
$0.5 million resulting from the rising 
U.S. dollar relative to the CDN. dollar 
offset by higher profit share due to 
increased earnings.  S&A expenses 
were 9.7 percent of revenue in 2008, down from 10.6 percent in 2007. 

Operating Income 

Operating income(1) increased by $2.8 million, or 19.4 percent, to $17.2 million from $14.4 million in 2007.   This 
increase was due to the increased freight volume and pricing in western Canada, foreign exchange gains and a 
continued focus on controlling costs. As a result, operating margins, as a percentage of revenue, increased to 
14.9 percent from 13.2 percent in 2007. 
(1)  Operating income is a non-GAAP term described in the Glossary of Terms and Non-GAAP Terms beginning on page 13 

of this MD&A. 

Capital Expenditures 

For the period, the segment invested $1.1 million in net capital expenditures, which was used to replace trucks 
and trailers.  Gross expenditures were $1.5 million which were offset by $0.4 million of dispositions. 

Q1 Direct Operating Expenses - Trucking/Logistics 
(unaudited) 
($ millions) 2008 2007 Change 
 $ $ $ 
Company    
 Wages and benefits 8.7 9.2 (0.5) 
 Fuel 4.1 3.8 0.3 
 Repairs and maintenance 5.7 5.8 (0.1) 
 Operating supplies 5.8 5.5 0.3 
 Other 6.5 6.9 (0.4) 
 30.8 31.2 (0.4) 
Contractors 56.5 52.0 4.5 
Total 87.3 83.2 4.1 

Q1 Selling and Administrative Expenses - Trucking/Logistics 
(unaudited) 
($ millions) 2008 2007 Change 
 $ $ $ 
Wages and benefits 6.3 6.3 — 
Communications, utilities and general supplies 2.9 3.0 (0.1) 
Profit share 1.9 1.7 0.2 
Foreign exchange (0.5) — (0.5) 
Rent and other 0.6 0.6 — 
Total 11.2 11.6 (0.4) 
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CORPORATE 

The corporate head office provides support to the Fund’s business units including payroll services, information 
technology support and accounting services.  In addition, the corporate head office is responsible for all regulatory 
and public reporting expenses.  For the period, the corporate head office generated revenue of $1.1 million, 
mainly related to interest income and other miscellaneous revenue and incurred net administrative expenses of 
$3.1 million, which resulted in a net operating loss of $2.0 million.  For the same period in 2007, revenue was $0.2 
million and net administrative expenses amounted to $1.0 million resulting in a net operating loss of $0.8 million.  
The increase in revenue in 2008 was mainly due to higher interest income on the Fund’s cash balance and higher 
miscellaneous income.  The increase in net administrative expenses in 2008 was due to $1.7 million of foreign 
exchange losses as a result converting U.S. cash to CDN. cash during the quarter.  

CAPITAL AND LIQUIDITY  

Sources and Uses of Cash 
(unaudited)  Three month period ended March 31 

($ millions)   2008   2007 

Cash, beginning of period  $ 79.2  $ 49.4 
Sources of cash:       
 Funds from operations   77.9   81.5 
 Proceeds from Trust Unit issuances   0.2   0.3 
 Other assets   0.1   1.6 
Total sources   78.2   83.4 
Uses of cash:       
 Changes in non-cash working capital items   (74.6)   (46.6) 
 Distributions paid   (36.2)   (36.9) 
 Net property, plant and equipment additions   (9.8)   (17.4) 
 Repayment of long-term debt   (1.1)   (19.5) 
 Repurchase of Trust Units   —   (0.2) 
 Purchase of investments   (1.2)   — 
Total usage   (122.9)   (120.6) 
Decrease in cash   (44.7)   (37.2) 
Cash, end of period  $ 34.5  $ 12.2 

Funds from operations(1) decreased by 4.4 percent from $81.5 million in 2007 to $77.9 million in 2008.  On a per 
unit basis, the Fund generated $0.97 in 2008, a slight decrease of $0.02 from $0.99 in 2007.  The decrease per 
unit was mainly due to a decrease in the funds generated by the businesses tied to oil and gas drilling activity in 
western Canada and an increase in the interest paid on long-term debt.  The $77.9 million of funds from 
operations were supplemented by $0.2 million of proceeds from the issuance of Trust Units upon the exercise of 
options and a $0.1 million decrease in other assets.  Cash flow from operating activities decreased from $34.9 
million in 2007 to $3.3 million in 2008.  This decrease was mainly due to $28.0 million of additional funds required 
to finance non-cash working capital items, particularly accounts receivable in 2008. 



 

 

MULLEN GROUP INCOME FUND 12 2008 FIRST QUARTER INTERIM REPORT 

Cash was used to finance non-cash working capital items of $74.6 million, pay distributions to unitholders of $0.15 
per unit per month for total distributions of $36.2 million, acquire net property, plant and equipment in the amount 
of $9.8 million, repay long-term debt of $1.1 million and finance the purchase of an equity investment of $1.2 
million. 
(1)  Funds from operations is a non-GAAP term described in the Glossary of Terms and Non-GAAP Terms beginning on page 

13 of this MD&A. 

Capital Expenditures 

For the period, net property, plant and equipment expenditures totalled $9.8 million, which was comprised of 
expenditures totaling $10.5 million in the Oilfield Services segment, expenditures of $1.1 million in the 
Trucking/Logistics segment and land and building disposals of $1.8 million in the corporate head office.   

Contractual Obligations 

The management discussion and analysis for the year ended December 31, 2007 includes an overview of 
contractual obligations.  This overview can be found on page 23 of the Fund's 2007 Financial Report.  As at 
March 31, 2008, the contractual obligations have not changed significantly from the overview. 

Unitholders’ Capital 

(unaudited) 
($ millions, except unit amounts) 

Trust 
Units $ B Units $ 

Total 
Units $ 

Balance at December 31, 2007 60,571,981 817.0 20,171,862 368.3 80,743,843 1,185.3 
Units issued on exercise of options 23,704 0.6 — — 23,704 0.6 
Trust Units issued on exchange of B Units 83,826 1.2 (83,826) (1.2) — — 
Units repurchased (400,500) (5.9) — — (400,500) (5.9) 

Balance at March 31, 2008 60,279,011 812.9 20,088,036 367.1 80,367,047 1,180.0 

Unitholders' capital decreased by $5.3 million in the period, which mainly reflected the 400,500 Trust Units that 
were repurchased and were pending cancellation as at December 31, 2007.  The Trust Units pending cancellation 
were recorded in unitholders' equity separate from unitholders' capital as at December 31, 2007.  These Trust 
Units were cancelled during the first quarter and have been reflected in unitholders' capital in the quarter. 

Cash Distributions 

(unaudited) 
 Three month period ended 

March 31 

($ millions)  2008   2007 

Cash distributions declared to unitholders $ 36.1  $ 36.9 

Cash flow from operations after non-cash working capital items  3.3   34.9 

Net income   49.8   58.3 

Deficiency of cash flow from operating activities over cash distributions declared  (32.8)   (2.0) 

Excess of net income over cash distributions declared $ 13.7  $ 21.4 
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The disclosure of cash distributions is, in all material respects, in accordance with the National Policy 41-201 for 
Income Trusts and Other Indirect Offerings. 

For the period, the shortfall of cash flow from operations after non-cash working capital items over cash 
distributions declared was $32.8 million compared to $2.0 million in 2007.  The shortfall was due to the 
requirement to fund non-cash working capital items of $74.6 million in 2008 and $46.6 million in 2007.  This is a 
seasonal requirement which is expected to reverse substantially in the second quarter of the year.  The Fund 
generated an excess of net income over cash distributions declared of $13.7 million for the period, a decrease 
from $21.4 million in 2007. 

There are restrictions limiting the amount of distributions under the Fund's credit arrangements with its lender.  
The Fund does not believe that the restrictions will prevent or affect the amount of distributions paid in the 
foreseeable future. 

Cumulative Cash Distributions 

(unaudited) 
($ millions) 

 Six 
Months 

ended 
December 

31, 2005 

 Twelve 
Months 

ended 
December 

31, 2006 

 Twelve 
Months 

ended 
December 

31, 2007 

 Three 
Months 

ended 
March 

31, 2008 

 

Total 
Since 

Inception 
Cash distributions declared to 

unitholders $ 38.2 $ 124.0 $ 146.8 $ 36.1 $ 345.1 
Cash flow from operations 

after non-cash working 
capital items  26.8  192.2  212.4 

 
 3.3  434.7 

Net income (loss)  40.8  128.1  (118.7)  49.8  100.0 
(Deficiency) excess of cash 

flow from operating 
activities over cash 
distributions declared  (11.4)  68.2  65.6  (32.8)  89.6 

Excess (deficiency) of net 
income over cash 
distributions declared $ 2.6 $ 4.1 $ (265.5) $ 13.7 $ (245.1) 

Since the inception of the Fund, cash flow from operations after non-cash working capital items of $434.7 million 
has exceeded the Fund's cumulative distributions declared of $345.1 million by $89.6 million.  During this same 
period there was a deficiency of net income over cash distributions declared totalling $245.1 million, which was 
entirely attributable to the non-cash impairment of goodwill and intangible assets of $275.0 million recognized in 
2007.  Cumulative net income before adjusting for the impairment of goodwill and intangible assets was $23.2 
million greater than cash distributions declared. 

GLOSSARY OF TERMS AND RECONCILIATION OF NON-GAAP TERMS 

The interim consolidated financial statements attached to and referred to in this MD&A are prepared according to 
GAAP.  References to operating income, funds from operations and funds from operations per unit are not 
measures recognized by GAAP and do not have standardized meanings prescribed by GAAP.  These non-GAAP 
measures may not be comparable to similar measures presented by other issuers.  Investors should be cautioned 
that these indicators should not replace net income or cash flow from operating activities as an indicator of GAAP 
performance. 
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Operating Income 

Operating income is defined as net income before interest, unrealized gains and losses on foreign exchange, 
income taxes, depreciation, amortization, earnings and losses from equity investments, gains and losses on the 
sale of property, plant and equipment and investments.  Management relies on operating income as a 
measurement as it provides an indication of the results generated by the Fund’s principal business activities and 
the performance of its operations.  Net income is also an indicator of financial performance, however, net income 
includes expenses that are not a direct result of the Fund’s operations. 

Reconciliation of Net Income to Operating Income 

(unaudited) 
Three month period ended 

March 31 
($ millions) 2008 2007 
 $ $ 
Net income  49.8 58.3 
Add (less):     
 Earnings from equity investments (1.0) (0.1) 
 Provision for income taxes  4.6 8.5 
 Gain on sale of property, plant and equipment (0.6) (0.4) 
 Unrealized loss (gain) on foreign exchange 5.5 (3.0) 
 Interest on long-term debt 6.2 5.2 
 Depreciation on property, plant and equipment 15.4 14.4 
 Amortization on intangible assets 3.7 3.8 

Operating income 83.6 86.7 

Funds from Operations 

Funds from operations is defined as cash flow from operating activities before changes in non-cash working 
capital items.  Management uses funds from operations as an indication of Mullen’s ability to generate funds from 
its operations without the seasonality effect on its working capital.  In the first quarter, the funding of non-cash 
working capital items is a seasonal requirement which is expected to reverse substantially in the second quarter 
of the year. 

Reconciliation of Cash Flow from Operating Activities to Funds from Operations 
 
(unaudited) 

Three Month Period Ended 
March 31 

($ millions) 2008  2007 
 $  $ 
Cash flow from operating activities 3.3  34.9 
Changes in non-cash working capital items 74.6  46.6 
Funds from operations 77.9  81.5 

 

Funds from Operations per Unit 

Funds from operations per unit is calculated by dividing funds from operations by the weighted average number of 
units outstanding for the period.  Management uses funds from operations per unit as a measure to determine 
funds generated from its operations on a per unit basis for the period without the effect of seasonality on its 
working capital. 



 

 

MULLEN GROUP INCOME FUND 15 2008 FIRST QUARTER INTERIM REPORT 

Calculation of Funds from Operations per Unit 
 
(unaudited) 

Three Month Period Ended 
March 31 

($ millions, except per unit amounts) 2008  2007 
 $  $ 
Funds from operations 77.9  81.5 
Weighted average number of units outstanding 80,417,000  81,973,000 
Funds from operations per unit $0.97  $0.99 

 

DISCLOSURE AND INTERNAL CONTROLS 

Disclosure Controls 

As of March 31, 2008, the Chief Executive Officer ("CEO"), the Co-Chief Executive Officer (“Co-CEO”) and the 
Chief Financial Officer (“CFO”) together with the Fund’s management have evaluated the design and 
effectiveness of the Fund’s disclosure controls and procedures.  They concluded that the Fund’s disclosure 
controls and procedures were adequate and effective in ensuring that material information relating to the Fund 
and its consolidated subsidiaries was accurately and properly disclosed. 

Because of their inherent limitations, disclosure controls and procedures and internal controls over financial 
reporting may not prevent or detect misstatements, errors or fraud.  Control systems, no matter how well 
conceived or operated, can provide only reasonable, not absolute, assurance that the objectives of the control 
systems are met. 

Internal Control over Financial Reporting  

The CEO, Co-CEO and CFO are responsible for designing internal control procedures over financial reporting or 
causing them to be designed under their supervision in order to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of consolidated financial statements for external purposes in 
accordance with GAAP.  Management has designed internal controls over financial reporting and have conducted 
an evaluation of those controls.  

The Fund, due to its corporate structure, decentralized operations and strategy of growth through acquisitions, 
does have weaknesses in its internal control over financial reporting.  The management discussion and analysis 
for the year ended December 31, 2007 includes a summary of these weaknesses on page 36 of the Fund's 2007 
Financial Report.  These weaknesses were unchanged as at March 31, 2008. 

CHANGES IN ACCOUNTING POLICIES 

Effective January 1, 2008, the Fund adopted the Canadian Institute of Chartered Accountants (“CICA”) Handbook 
Sections 3862; "Financial Instruments - Disclosure", 3863; "Financial Instruments - Presentation", 1535; "Capital 
Disclosures" and 3031; "Inventories".  Adjustments to the interim consolidated financial statements for the three 
month period ended March 31, 2008 have been made in accordance with the transitional provisions for these new 
standards. Certain information related to comparative years is not prescribed by these standards and accordingly 
the prior year has not been restated. 

CICA Handbook Sections 3862 ‘‘Financial Instruments – Disclosure’’ and 3863 ‘‘Financial Instruments – 
Presentation’’, which replaced Section 3861 ‘‘Financial Instruments – Disclosure and Presentation’’, prescribes 
the requirements for presentation and disclosure of financial instruments.  The additional disclosures necessary to 
comply with these standards are provided in note 9 of the first quarter interim consolidated financial statements.  
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Certain information related to comparative years is not prescribed by these standards and accordingly the prior 
year has not been restated. 

CICA Handbook Section 1535 "Capital Disclosures" requires the disclosure of qualitative and quantitative 
information about the Fund’s objectives, policies and processes for managing capital.  Note 6 in the interim 
consolidated financial statements provides qualitative disclosure regarding objectives, policies and processes for 
managing capital as well as quantitative data on capital as of March 31, 2008. 

Handbook Section 3031 "Inventories" prescribes the recognition, measurement, disclosure and presentation 
issues related to inventories.  The standard includes guidance on the treatment of excess capacities, inventory 
valuation and write-downs and additional elements to be considered in measuring inventory cost.  Inventory is 
measured at the lower of cost or net realizable value.  In accordance with Section 3031, the Fund has classified 
spare parts and inventory for resale as inventories as at March 31, 2008. 

SUMMARY OF QUARTERLY RESULTS 

The first quarter of the year traditionally has the highest revenue and net income.  This is primarily due to the 
seasonality of a significant portion of the Fund’s operations, which relate to the movement of heavy equipment, 
drilling rigs and drilling supplies such as oilfield fluids, tubulars and drilling mud and the services provided such as 
conductor pipe-setting, core drilling and casing setting in northern and western Canada.  The seasonality of the 
Fund’s business follows the seasonal pattern of western Canada’s oil and natural gas exploration which peaks in 
the winter months and declines during the spring.  Wet weather and the spring thaw may make the ground 
unstable.  As a result, the demand for these services is traditionally highest in the first quarter and lowest in the 
second quarter. 

     Earnings (loss) per unit 

(unaudited) 
($ million, except per 
unit amounts) 
 
Quarters Ended Revenue 

Net income 
before 

impairment of 
goodwill and 

intangible 
assets 

Net income 
(loss) 

 

Basic before 
impairment of 
goodwill and 

intangible assets Basic Diluted 
 $ $ $  $ $ $ 
2008        
 March 31 358.1 49.8 49.8  0.62 0.62 0.62 

2007        
 December 31 273.6 36.7 (231.6)  0.45 (2.85) (2.85) 
 September 30 261.3 38.0 38.0  0.46 0.46 0.46 
 June 30 218.9 16.6 16.6  0.21 0.21 0.20 
 March 31 365.7 58.3 58.3  0.71 0.71 0.71 

2006        
 December 31 284.0 14.0 14.0  0.17 0.17 0.17 
 September 30 273.4 32.1 32.1  0.39 0.39 0.39 
 June 30 200.0 38.9 38.9  0.64 0.64 0.63 
 March 31 245.9 43.1 43.1  0.86 0.86 0.85 

 

The increase in revenue in the first and second quarter of 2007 was primarily due to the acquisitions made in the 
second quarter of 2006 and increased demand for the Fund’s services in the Production Services and Specialized 
Services businesses, partially offset by the slower demand for the businesses impacted by the decline in natural 
gas drilling activity in western Canada.  The weak performance in the Drilling Related Services businesses 
continued for the remainder of 2007 and into 2008, partially offset by the strong demand in the Fund’s businesses 
tied to the transportation of crude oil and other fluids.  Businesses dependent on major capital projects, pipeline 
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storage and transportation and water management services generated higher revenues in the third and fourth 
quarter of 2007 but leveled out in the first quarter of 2008. 

Net income and earnings per unit in the second quarter of 2007 was lower than 2006 due to lower earnings 
generated from the Fund’s operations and a decrease in a future income tax recovery partially offset by higher 
unrealized foreign exchange gains.  The fourth quarter net loss and loss per unit in 2007 was entirely due to the 
$275.0 million non-cash impairment of goodwill and intangible assets. 

RISK AND UNCERTAINTIES 

The management discussion and analysis for the year ended December 31, 2007 includes an overview of risks 
on pages 37 - 44 of the Fund’s 2007 Financial Report.  These risks were unchanged as at March 31, 2008.   

SUBSEQUENT EVENTS 

On April 30, 2008 the Fund closed the acquisition of all the issued and outstanding shares of R.E. Line Trucking 
(Coleville) Ltd. and David Tuffs Holdings Ltd. for cash consideration of approximately $10.8 million. 

OUTLOOK 

In the Fund’s 2007 Annual Financial Report we made reference to a number of significant challenges facing the 
economy such as the uncertainty in the credit markets and the new royalty regime being implemented by the 
Province of Alberta.  These challenges continue but it now appears that the tough economic conditions in the U.S. 
may have a greater impact in Canada than originally anticipated, especially in eastern Canada. The exact impact 
that the current economic conditions will have on the Mullen businesses is difficult to predict but we are confident 
that we are well prepared for whatever may come our way.  Our businesses are lean and focused on western 
Canada, our management team is focused, we have a strong diversified business model and on the financial front 
our balance sheet is strong.   

We continue to look at many growth opportunities from both an internal perspective and from an acquisitions 
perspective.  In this regard, we recently announced the acquisition of R.E. Line, a Saskatchewan based fluid 
hauler.  This acquisition will fit very well into our Production Services group further expanding our fluid hauling 
capabilities in Saskatchewan.  We also intend to increase our capital expenditure budget by $20.0 million.  These 
additional funds will allow the Fund to capitalize on growth opportunities in northeast British Columbia and in 
Saskatchewan.  The funds will also be used throughout our organization to ensure we are well prepared for the 
activity levels we expect in 2009. 

We have not changed our opinion that the longer-term outlook for energy and for our businesses remains quite 
positive. Challenges will arise but we are confident we can work with what is before us and continue to be 
successful. 

This MD&A contains information as of May 2, 2008. 
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CONSOLIDATED BALANCE SHEETS    
 March 31  December 31
($ thousands) 2008  2007
  (unaudited) 

Assets      
Current assets:      
 Cash and cash equivalents $ 34,464  $ 79,155 
 Accounts receivable  266,509   185,475 
 Income taxes recoverable  90   1,488 
 Inventory (note 1b)  18,117   — 
 Prepaid expenses  8,524   27,715 
  327,704   293,833 
      
Investments   12,109   9,884 
Property, plant and equipment   581,883   586,823 
Goodwill   794,448   794,448 
Intangible assets   78,983   82,674 
Other assets   2,407   2,828 
 $ 1,797,534  $ 1,770,490 
      

Liabilities and Unitholders’ Equity 
 

    
Current liabilities:      
 Accounts payable and accrued liabilities $ 100,515  $ 100,480 
 Distributions payable (note 3)  12,055   12,112 
 Current portion of long-term debt (note 4)  3,567   3,817 
  116,137   116,409 
      
Long-term debt (note 4)  407,239   398,592 
      
Future income taxes   127,808   123,357 
      
Unitholders’ equity:      
 Unitholders' capital (note 5)  1,180,047   1,185,340 
 Trust Units repurchased, pending cancellation   —   (5,880) 
 Contributed surplus   7,194   7,273 
 Deficit  (40,891)   (54,601) 
  1,146,350   1,132,132 
      
 $ 1,797,534  $ 1,770,490 
See accompanying notes to the consolidated financial statements. 

Approved by the Board of Directors 

"Signed - Murray K. Mullen" "Signed - Dennis J. Hoffman" 

Murray K. Mullen, Director Dennis J. Hoffman, Director 
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CONSOLIDATED STATEMENTS OF INCOME AND (DEFICIT) RETAINED EARNINGS 
  Three month period ended March 31 
($ thousands, except per unit amounts)  2008  2007 
  (unaudited) 
Revenue  $ 358,054  $ 365,713 
       
Direct operating expenses   236,465   238,442 
Selling and administrative expenses   37,959   40,524 
Depreciation on property, plant and equipment   15,427   14,419 
Amortization on intangible assets   3,691   3,846 
Interest on long-term debt   6,214   5,167 
Other interest   28   45 
Unrealized loss (gain) on foreign exchange   5,499   (3,000) 
Gain on sale of property, plant and equipment   (649)   (379) 
Income before income taxes and earnings from equity investments    53,420   66,649 
       
Provision for income taxes (note 7):       
 Current    157   880 
 Future    4,451   7,580 
   4,608   8,460 
       
Income before earnings from equity investments    48,812   58,189 
Earnings from equity investments   1,000   80 
Net income  $ 49,812  $ 58,269 
       
(Deficit) retained earnings, beginning of period  $ (54,601)  $ 214,550 
Distributions declared to unitholders   (36,102)   (36,890) 
Repurchase of Trust Units    —   (43) 
(Deficit) retained earnings, end of period  $ (40,891)  $ 235,886 
       
Earnings per unit:       
 Basic  $ 0.62  $ 0.71 
 Diluted  $ 0.62  $ 0.71 
Weighted average number of units outstanding:       
 Basic   80,417   81,973 
 Diluted   80,417   81,973 
See accompanying notes to the consolidated financial statements. 
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CONSOLIDATED STATEMENTS OF CASH FLOWS 
       
($ thousands)  Three month period ended March 31 
   2008  2007 
   (unaudited) 
Cash provided by (used in):       
Operations:       
 Net income  $ 49,812  $ 58,269 
 Items not involving cash:       

 Depreciation on property, plant and equipment    15,427   14,419 
 Amortization on intangible assets   3,691   3,846 
 Unit-based compensation   632   856 
 Unrealized loss (gain) on foreign exchange   5,499   (3,000) 
 Gain on sale of property, plant and equipment   (649)   (379) 
 Future income taxes   4,451   7,580 
 Earnings from equity investments   (1,000)   (80) 

   77,863   81,511 
Changes in non-cash working capital items   (74,626)   (46,601) 
   3,237   34,910 
Financing activities:       
 Repayment of long-term debt   (1,003)   (19,567) 
 Net proceeds from Trust Unit issuances   222   330 
 Repurchase of Trust Units   —   (196) 
 Distributions paid   (36,159)   (36,885) 
   (36,940)   (56,318) 
Investing activities:       
 Property, plant and equipment additions   (12,840)   (20,325) 

Proceeds on sale of property, plant and equipment   3,002   2,899 
 Purchase of investments   (1,225)   — 
 Other assets   75   1,595 
   (10,988)   (15,831) 
Change in cash   (44,691)   (37,239) 
Cash, beginning of period   79,155   49,398 
Cash, end of period  $ 34,464  $ 12,159 
       
Supplemental cash flow information:       
 Interest paid  $ 3,982  $ 3,667 
 Income taxes received  $ (1,242)  $ (1,876) 

See accompanying notes to the consolidated financial statements
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1. Significant Accounting Policies 

(a) Basis of Presentation 

Mullen Group Income Fund (“Mullen” and/or the “Fund”) is an unincorporated investment trust. The business of the Fund 
is held in wholly-owned subsidiaries and limited partnerships. The business of Mullen is a diversified transportation and 
oilfield service organization with its activities divided into two distinct business segments; Oilfield Services and 
Trucking/Logistics. 

The Fund is an unincorporated open-ended investment trust governed by the laws of the Province of Alberta and created 
pursuant to a declaration of trust dated as of June 3, 2005. Pursuant to the provisions of section 193 of the Business 
Corporations Act (Alberta), Mullen Transportation Inc. (“MTI” and/or the “Company”), Mullen Acquisition Corp. 
(“Acquisition Co.”), certain subsidiaries of MTI and certain other corporations were amalgamated, effective as of 
July 1, 2005 to form MT Investments Inc. (“MT”). MT is wholly-owned by Mullen Co. Limited Partnership (“MCLP”). MCLP 
is approximately 75 percent owned by Mullen Holding Trust (“MHT”) and the balance of MCLP is owned by other third 
parties. MHT is wholly-owned by the Fund. CIBC Mellon Trust Company has been appointed Trustee under the Fund. 
The beneficiaries of the Fund are the holders of the trust units (“Trust Units”) issued by the Fund (“unitholders”).  

The consolidated financial statements include the accounts of the Fund, its subsidiaries and its limited partnerships. The 
accompanying unaudited consolidated financial statements for the Fund have been prepared in accordance with 
Canadian General Accepted Accounting Principles (“GAAP”) for interim consolidated financial statements.  These interim 
consolidated financial statements were prepared using the same accounting policies and methods of applications as the 
most recent audited annual consolidated financial statements dated December 31, 2007 except as described in note 
1(b).  As a result, these interim consolidated financial statements should be read in conjunction with the Fund’s 
December 31, 2007 audited consolidated financial statements. 

Certain comparative figures have been reclassified to conform to the current financial statement presentation. 

 (b) Changes in Accounting Policies 

Effective January 1, 2008, the Fund adopted the Canadian Institute of Chartered Accountants (“CICA”) Handbook 
Sections 3862; "Financial Instruments - Disclosure", 3863; "Financial Instruments - Presentation", 1535; "Capital 
Disclosures" and 3031; "Inventories". Adjustments to the consolidated financial statements for the three month period 
ended March 31, 2008 have been made in accordance with the transitional provisions for these new standards. Certain 
information related to comparative years is not prescribed by these standards and accordingly the prior year has not 
been restated. 

CICA Handbook Sections 3862 ‘‘Financial Instruments – Disclosure’’ and 3863 ‘‘Financial Instruments – Presentation’’, 
which replaced Section 3861 ‘‘Financial Instruments – Disclosure and Presentation’’, prescribes the requirements for 
presentation and disclosure of financial instruments.  The additional disclosures necessary to comply with these 
standards are provided in note 9.  Certain information related to comparative years is not prescribed by these standards 
and accordingly the prior year has not been restated. 

CICA Handbook Section 1535 "Capital Disclosures" requires the disclosure of qualitative and quantitative information 
about the Fund’s objectives, policies and processes for managing capital.  Note 6 provides qualitative disclosure 
regarding objectives, policies and processes for managing capital as well as quantitative data on capital as of March 31, 
2008. 



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
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1. Significant Accounting Policies, Changes in Accounting Policies (continued) 

Handbook Section 3031 "Inventories" prescribes the recognition, measurement, disclosure and presentation issues 
related to inventories.  The standard includes guidance on the treatment of excess capacities, inventory valuation and 
write-downs and additional elements to be considered in measuring inventory cost.  Inventory is measured at the lower of 
cost and net realizable value.  In accordance with Section 3031, the Fund has classified spare parts and inventory for 
resale as inventories as at March 31, 2008. 

2. Seasonality of Operations 

A significant portion of the Fund’s operations relates to the moving of heavy equipment, drilling rigs and drilling supplies 
such as oilfield fluids, tubulars and drilling mud and providing services such as conductor pipe-setting, core drilling and 
case setting, in northern and western Canada.  The Fund’s earnings are influenced significantly by the seasonal activity 
pattern of western Canada’s oil and gas exploration industry whereby activity peaks in the winter months and declines 
during the spring.  Wet weather and the spring thaw may make the ground unstable.  Consequently, municipalities and 
provincial transportation departments enforce road bans that restrict the movement of rigs and other heavy equipment, 
thereby reducing activity levels.  Additionally, certain oil and gas producing areas are only accessible in the winter 
months because the ground surrounding the drilling sites in these areas consists of swampy terrain.  Seasonal factors 
and unexpected weather patterns may lead to declines in the activity levels of exploration and production companies and 
corresponding declines in the demand for the goods and services of the Fund.  As a result, the demand for these 
services is traditionally highest in the first quarter and lowest in the second quarter. 

3. Distributions Payable 

The Fund declared distributions of $0.45 per unit during the three month period ended March 31, 2008.  Total 
distributions paid were $36.2 million, of which $12.0 million was paid on January 15, 2008, $12.1 million was paid on 
February 15, 2008 and $12.1 million was paid on March 17, 2008.  Distributions payable is comprised of $12.1 million 
distributions declared of $0.15 per unit for holders of record on March 31, 2008. 

4. Long-Term Debt 

The Fund has available a $150.0 million extendible revolving 364-day term facility convertible to a one year reducing 
facility.  Interest is payable monthly and is based on either the bank prime rate or bankers’ acceptance rates plus a prime 
acceptance fee which varies from 0.85 percent to 2.0 percent per annum based upon achieving certain financial ratios.  
At March 31, 2008, no amounts were drawn on this facility.  
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5. Unitholders’ Capital 

Trust Units:  # of units    
Balance at December 31, 2007  60,571,981  $ 816,995 
 Issued upon exercise of options  23,704   587 
 Issued upon exchange of B Units  83,826   1,231 
 Repurchase of Trust Units  (400,500)   (5,880) 
Balance at March 31, 2008  60,279,011  $ 812,933 
      
B Units:      
Balance at December 31, 2007  20,171,862  $ 368,345 
 Exchanged for Trust Units  (83,826)   (1,231) 
Balance at March 31, 2008  20,088,036  $ 367,114 
      
Summary:      
 Trust Units  60,279,011  $ 812,933 
 B Units  20,088,036   367,114 
Unitholders' capital at March 31, 2008  80,367,047  $ 1,180,047 

 

6. Capital Disclosures 

The Fund's objectives when managing capital are to safeguard the entity's ability to continue as a going concern, so that 
it can continue to provide returns for unitholders and benefits for other stakeholders and to provide an adequate return to 
unitholders by pricing products and services commensurately with the level of risk.  The Fund manages the capital 
structure and makes adjustments to it in light of changes in economic conditions and the risk characteristics of the 
underlying assets.  In order to maintain or adjust the capital structure, the Fund may adjust the amount of distributions 
paid to unitholders, return capital to unitholders, issue new units or sell assets to reduce debt. The Fund is not subject to 
externally imposed capital requirements. 

Consistently with others in the industry, the Fund monitors capital on the basis of debt-to-equity.  This ratio is calculated 
as net debt divided by equity.  Net debt is calculated as the total of bank indebtedness, current portion of long-term debt 
and long-term debt.  Equity comprises of all the components of unitholders' equity (ie. unitholders' capital, contributed 
surplus and (deficit) retained earnings).  During the three month period ended March 31, 2008, the Fund's strategy, 
which was unchanged from 2007, was to maintain the debt-to-equity ratio below 0.5:1.  The debt-to-equity ratio 
calculations at March 31, 2008 and at December 31, 2007, were as follows: 

  March 31, 2008   December 31, 2007 
Current portion of long-term debt $ 3,567  $ 3,817 
Long-term debt  407,239   398,592 
Net debt $ 410,806  $ 402,409 
      
Unitholders' capital $ 1,180,047  $ 1,185,340 
Less Trust Units repurchased, pending cancellation  —   (5,880) 
Add contributed surplus  7,194   7,273 
Less deficit  (40,891)   (54,601) 
Equity $ 1,146,350  $ 1,132,132 
Debt-to-equity  0.36:1   0.36:1 
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6. Capital Disclosures (continued) 

In March 2008, the Fund filed a normal course issuer bid, which entitles the Fund to acquire up to 4,519,375 of its Trust 
Units between March 20, 2008 and March 19, 2009.  Mullen's daily purchase limit under the Bid is 39,795 Trust Units.  
All purchases are to be made on the open market at the market price at the time of purchase.  The timing of these 
purchases depends on market prices.   

7. Income Taxes 

The Fund and its subsidiaries follow the liability method of accounting for future income taxes. Under the liability method, 
future income tax assets and liabilities are determined based on “temporary differences” (differences between the 
accounting basis and the tax basis of the assets and liabilities), and are measured using the currently enacted, or 
substantively enacted, tax rates and laws expected to apply when these differences reverse.  The effect of a change in 
income tax rates on future tax liabilities and assets is recognized in income during the period in which the change occurs. 

The provision for income taxes differs from the amounts which would be obtained by applying the expected Canadian 
statutory tax rates as follows: 

 Three month 
 period ended  

March 31, 2008 

Three month 
 period ended 

March 31, 2007 
Income before income taxes and earnings from equity investments $ 53,420 $ 66,649 
Income tax rate  31%  33% 
Computed expected income tax expense  16,560  21,994 
Add (less):     

Amounts included in Trust income  (13,044)  (13,776) 
Non-deductible unit-based compensation  193  201 
Other  899  41 

Provision for income taxes $ 4,608 $ 8,460 

The Fund owns eight businesses for which the operating results flow through to the Fund because such businesses are 
flow-through entities not owned by MT, the Fund’s subsidiary.  Current temporary income tax differences between the 
book value and the tax value of certain assets owned by these eight businesses do not result in future income taxes in 
the Fund’s consolidated financial statements.  These temporary differences amount to $46.7 million as at March 31, 2008 
(2007 - $52.0 million).   As a result of the legislation enacted on June 22, 2007 affecting tax on SIFT entities, the Fund 
recorded a future tax adjustment of $8.0 million in 2007.  No adjustment has been made during the period ended 
March 31, 2008 as anticipated temporary differences of approximately $28.0 million as at January 1, 2011 has not 
changed from December 31, 2007. 
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8. Segmented Information 

The Fund conducts its business through wholly-owned subsidiaries, which are categorized into two business segments.  
The Oilfield Services segment primarily provides transportation services to the oil and gas industry which includes 
exploration and development companies and production and gas transmission companies.  The Trucking/Logistics 
segment provides both long haul and local transportation services to customers in various industries.  The following 
provides financial results by segment: 

             
       Intersegment eliminations   
Three month period ended 
March 31, 2008  

Oilfield 
Services  

Trucking/ 
Logistics  Corporate  

Oilfield 
Services  

Trucking/ 
Logistics  Total 

Revenue $ 242,712 $ 115,679 $ 1,069 $ (619) $ (787) $ 358,054 
Income before income taxes and 
 earnings from equity investments  52,071  13,857  (12,508)  —  —  53,420 
Depreciation  12,499  2,240  688  —  —  15,427 
Amortization  2,729  956  6  —  —  3,691 
Total assets  1,480,528  283,104  33,902  —  —  1,797,534 
Capital expenditures  11,252  1,539  52  —  (3)  12,840 
Goodwill  720,983  73,465  —  —  —  794,448 

 

             
       Intersegment eliminations   
Three month period ended 
March 31, 2007  

Oilfield 
Services  

Trucking/ 
Logistics  Corporate  

Oilfield 
Services  

Trucking/ 
Logistics  Total 

Revenue $ 257,636 $ 109,174 $ 172 $ (366) $ (903) $ 365,713 
Income before income taxes and 
 earnings from equity investments  58,018  11,682  (3,051)  —  —  66,649 
Depreciation  11,697  2,049  673  —  —  14,419 
Amortization  3,246  594  6  —  —  3,846 
Total assets  1,657,944  226,311  145,455  —  —  2,029,710 
Capital expenditures  11,357  2,308  7,062  (402)  —  20,325 
Goodwill  962,336  73,465  6,026  —  —  1,041,827 

 

9. Financial Instruments 

(a) Fair Values 

 The following summarizes the significant methods and assumptions used in estimating fair values of financial 
instruments.  The fair values of financial assets and liabilities approximate their carrying values.  

(i) Trade and other receivables 

The fair value of trade and other receivables is estimated as the present value of future cash flows, 
discounted at the market rate of interest at the reporting date. 

 (ii) Investments 

The fair value of financial assets designated as held-for-trading, held-to-maturity and available-for-sale is 
determined by reference to their quoted bid price at the reporting date.  When market prices are not available, 
comparisons to similar instruments and calculations using common valuation techniques may be employed. 

(iii) Non-derivative financial liabilities 

Fair value is calculated based on the present value of future principal and interest cash flows, discounted at 
the market rate of interest at the reporting date.  For capital leases the market rate of interest is determined 
by reference to similar lease agreements. 
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9. Financial Instruments (continued) 

(iv) Fair values versus carrying amounts 

The fair values of financial assets and liabilities, together with the carrying amounts shown in the balance 
sheet, are as follows: 

 March 31, 2008 
 Carrying amount Fair value 
Held-to-maturity equity investments 4,510 4,510 
Financial assets designated as held for trading 7,599 7,599 
Loans and receivables 266,509 266,509 
Cash and cash equivalents 34,464 34,464 
Private placement (400,004) (409,713) 
Term loan (3,417) (3,567) 
Mortgage facility (1,101) (1,077) 
Capital lease and financing loans (6,284) (7,295) 
Trade and other payables (100,515) (100,515) 
 (198,239) (209,085) 
Unrecognized loss  (10,846) 

 

 (b) Credit risk 

 Credit risk is the risk of financial loss to the Fund if a customer or counterparty to a financial instrument fails to meet 
its contractual obligations, and arises principally from the Fund's receivables from customers and investment 
securities. 

(i) Trade and other receivables 

The Fund's exposure to credit risk is influenced mainly by the individual characteristics of each customer.  
The demographics of the Fund's customer base, including the default risk of the industry and country in which 
customers operate, has less of an influence on credit risk.  However, geographically there is no concentration 
of credit risk.  The Fund hauls a wide variety of freight for a broad customer base which spans numerous 
industries.  Longer-term contracts are with large, well established customers.  No customer accounted for 
more than ten percent of the Fund's revenue in the first quarter of 2008. 

Management has established a credit policy under which each new customer is analyzed individually for 
creditworthiness before the Fund's standard payment and delivery terms and conditions are offered.  The 
Fund's review includes external ratings, where available, and in certain cases bank references.  Credit limits 
are established for each customer and these limits are reviewed periodically.  Customers that fail to meet the 
Fund's benchmark creditworthiness may transact with the Fund only on a prepayment basis. 
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9. Financial Instruments (continued) 

The aging of accounts receivables as at March 31, 2008 is as follows: 

 March 31, 2008 
 Gross Allowance Net 
Not past due 133,958 — 133,958 
Past due 0-30 days 99,619 — 99,619 
Past due 31-60 days 17,216 — 17,216 
More than 61 days 18,498 2,782 15,716 
Total 269,291 2,782 266,509 

 

The Fund establishes an allowance for doubtful accounts that represents its estimate of potential losses in 
respect of trade and other receivables.  The main components of this allowance are a specific provision that 
relates to individually significant exposures.  For the three month period ended March 31, 2008, the Fund's 
allowance for doubtful accounts totalled $2.8 million. 

(ii) Guarantees 

The Fund has $1.8 million of Letters of Credit and Letters of Guarantee outstanding, which were issued to 
guarantee certain performance and payment obligations.   These Letters of Credit and Guarantee reduce the 
amount available under the bank credit facility (see note 4). 

(c) Liquidity risk 

Liquidity risk is the risk that the Fund will not be able to meet its financial obligations as they fall due.  The 
Fund's approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient 
liquidity to meet its liabilities when due, under both normal and stressed conditions, without incurring 
unacceptable losses or risking damage to the Fund's reputation.  Typically the Fund ensures that it has 
sufficient cash or available credit lines to meet expected operational expenses; this excludes the potential 
impact of extreme circumstances that cannot reasonably be predicted, such as natural disasters.  In addition, 
the Fund maintains a bank credit facility (see note 4). 

The following are the contractual maturities of financial liabilities, excluding interest payments and the impact 
of any option to purchase equipment at the end of the term: 

March 31, 2008 
Carrying 
amount 

Contractual 
cash flows 

9 months 
or less 2009 - 2010 2011 - 2012 Thereafter 

Private placement 400,004 400,004 — — — 400,004 
Financing and other loans 10,802 10,802 2,757 4,605 2,291 1,149 
Operating leases — 28,788 10,622 15,418 2,107 641 
Trade and other payables 100,515 100,515 100,515 — — — 

Total 511,321 540,109 113,894 20,023 4,398 401,794 
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9. Financial Instruments (continued) 

(d) Market risk 

Market risk is the risk that changes in market prices, such as foreign exchanges rates, interest rates and equity 
prices will affect the Fund's income or the value of its holdings of financial instruments.  The objective of 
management is to manage and control market risk exposures within acceptable parameters, while optimizing the 
return on risk.   

(i) Currency risk 

The Fund has U.S. $235.0 million in Senior Guaranteed Unsecured Notes which exposes the Fund to foreign 
currency fluctuations.  Interest on these borrowings is denominated in U.S. and is also exposed to foreign 
currency fluctuations. 

The Fund is exposed to currency risk on sales, purchases and loans that are denominated in U.S. funds. 

(ii) Sensitivity analysis 

A 10.0 percent strengthening of the CDN. dollar against the U.S. dollar at March 31, 2008 would have 
increased equity and net income by approximately $19.2 million net of tax.  This analysis assumes that all 
other variables, in particular interest rates, remain constant.  A 10.0 percent weakening of the CDN. dollar 
against the above currencies at March 31, 2008 would have had the equal but opposite effect. 

(iii) Interest rate risk 

The Fund manages its interest rate risk through a combination of fixed and floating rate borrowings.  In the 
short-term, the Fund is exposed to fluctuations in floating interest rate terms in the bank facility.  In the long- 
term, the Fund is susceptible to interest rate decreases as the interest rate on long-term debt is fixed. 

(iv) Fair value sensitivity analysis for fixed rate instruments 

As at March 31, 2008, the Fund does not account for any fixed rate financial assets and liabilities as held for 
trading and the Fund does not designate derivatives (interest rate swaps) as hedging instruments under a fair 
value hedge accounting model.  The Fund has available a bank credit facility in which no amounts were 
drawn as at March 31, 2008.  Therefore a change in interest rates at the reporting date would not affect net 
income with respect to these fixed rate instruments. 

10. Subsequent Events 

On April 30, 2008 the Fund closed the acquisition of all the issued and outstanding shares of R.E. Line Trucking 
(Coleville) Ltd. and David Tuffs Holdings Ltd. for cash consideration of approximately $10.8 million, subject to normal 
closing price adjustments. 

 



 
 

 

CORPORATE INFORMATION 

 

DIRECTORS AND OFFICERS  CORPORATE HEAD OFFICE 
Murray K. Mullen   Mullen Group Inc. 
Chairman, Chief Executive Officer and Director   P.O. Box 87 
   #1 Maple Leaf Road 
Alan D. Archibald(1), (2)   Aldersyde, Alberta  T0L 0A0 
Director   Telephone: (403) 652-8888 
   Canada/U.S.: 1-800-661-1469 
Greg Bay(1), (2)   Facsimile: (403) 601-8301 
Director   Internet:  www.mullen-group.com 
   Email: IR@mullen-group.com 
Dennis J. Hoffman, CA(1), (2)   
Director    
  BANKER 
Stephen H. Lockwood, Q.C.   The Royal Bank of Canada 
President, Co-Chief Executive Officer and 
Director  

  Calgary, Alberta 

   
Richard Peterson   
Director   LAWYERS 
   Burnet, Duckworth & Palmer LLP 
Patrick Powell   Calgary, Alberta 
Director    
   
Bruce W. Simpson(1), (2)  AUDITORS 
Director    KPMG LLP 
   Calgary, Alberta 
David E. Olson   
Vice President, Finance and Chief Financial 
Officer 

  

  STOCK EXCHANGE 
Bruce W. Mullen   Toronto Stock Exchange 
Senior Vice President   Trading Symbol:  MTL.UN 
   
Roberta A. Wheatcroft   
Corporate Secretary  TRANSFER AGENT AND REGISTRAR 
   CIBC Mellon Trust Company 
(1) Member of the Audit Committee   Calgary, Alberta 
(2) Member of the Compensation, Nomination 

and Governance Committee 
  Telephone:  (403) 232-2400 

 North America:  1-800-387-0825 
   Outside North America: 1-416-643-5000 
   Internet: www.cibcmellon.com 

 

 
 

 
P.O. Box 87 

Aldersyde, AB   T0L 0A0 
www.mullen-group.com 




