three months ended march 31, 2008

canexus

First Quarter

canexus income fund delivers solid first quarter results

Highlights

. North American sodium chlorate sales volumes increased five percent from the same period last year and one
percent from the prior quarter and realized prices increased nine percent from Q4/07;

. Brandon sodium chlorate plant expansion project completed in February and performing above target;

. Strong caustic soda markets helped offset seasonally weaker chlorine markets in the North America chlor-alkali

business, with caustic price increases announced for the second quarter;

. Technology Conversion Project (“TCP”) at North Vancouver facility received board approval in January and is
expected to contribute an estimated $35 to 43 million in incremental annual operating cash flow upon
completion in first quarter of 2010;

. South American sales revenue increased seven percent from same period last year; 2,000 tonne sodium chlorate
expansion at plant in Brazil scheduled for start-up in January 2009;

. Declared $4.3 million in cash distributions at a payout ratio of 55 percent (62 percent normalized for the timing of
maintenance capital spending); we expect distributable cash for 2008 to be 12 percent higher than previous
estimates and as a result, we are revising guidance to a lower payout ratio of between 75 and 80 percent
assuming a Canadian dollar exchange rate of parity;

. Canadian dollar foreign exchange call options on US $5 million per month purchased in April entitle Canexus to
sell US dollars at a price of US $0.9709 per Canadian dollar, extending existing contract coverage from May 31 to
August 31, 2008.

Dear Unitholders,

On behalf of the Board and the management team of Canexus Income Fund, | am pleased to report the results for the
first quarter of 2008 ended March 31. Canexus had a solid first quarter, with our financial results ahead of expectations
and significant progress on strategic initiatives. All three of our business units are delivering strong results and moving
ahead on growth projects.

The Brandon expansion started production on February 17 and was quickly exceeding the 33,000 tonne project target.
The expansion is timely as demand in our core North American sodium chlorate business has remained very strong due
to solid pulp market dynamics. The expansion extends our low-cost competitive advantage and adds an estimated $10
milion in annual operating cash flow. Canexus also acquired customer contracts from Olin Corporation during the
quarter. The contracts, combined with a solid market outlook, means all of our North American plants are expected to
run throughout 2008.

Chlor-alkali market conditions continue to be strong. The board approval of TCP at the end of January will continue our
proven track record for successful projects that grow capacity and enhance our low-cost position. We are delighted
with the support the Distribution Reinvestment Plan has received which will partially fund TCP.

South America had another solid quarter and we began a sodium chlorate debottlenecking project at our plant in
Brazil.

2008 is off to a good start. All three of our business units are delivering solid results, building on their strengths and are
supported by strong market fundamentals. We feel confident improving our guidance for 2008 and expect our payout
ratio to be between 75 and 80 percent based on the Canadian dollar at parity.
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Gary Kubera
President and Chief Executive Officer



Management’s Discussion and Analysis

The following management’s discussion and analysis of financial condition and results of operations (“MD&A”) is
prepared as of May 13, 2008. This MD&A should be read in conjunction with:

= the unaudited interim consolidated financial statements of Canexus Income Fund (“the Fund”) and Canexus
Limited Partnership (“Canexus LP”) for the three months ended March 31, 2008, and

. the MD&A and the audited consolidated financial statements of the Fund and Canexus LP for the year ended
December 31, 2007 and the notes thereto, available on the System for Electronic Data Analysis and Retrieval’s
(“SEDAR”) website at www.sedar.com.

The unaudited consolidated financial statements of the Fund and Canexus LP have been prepared in accordance with
Canadian generally accepted accounting principles (“GAAP”).

The Fund earns income from its indirect interest in Canexus LP. The Fund accounts for its investment in Canexus LP using
the equity method and therefore, does not consolidate the results of operations of Canexus LP. As a result, unaudited
consolidated financial statements with accompanying notes thereto have been presented for both the Fund and
Canexus LP. The following MD&A presents a discussion of the financial condition and results of operations for both the
Fund and Canexus LP.

This MD&A contains forward-looking statements and information. Please see ‘‘Forward-Looking Statements and
Information” for a discussion of the risks, uncertainties and assumptions relating to these statements.

Unless otherwise noted, all dollar amounts are in Canadian dollars and all tabular amounts are in thousands of Canadian
dollars.

Additional information relating to the Fund and Canexus LP is available on the Fund’s profile on the SEDAR website at
www.sedar.com.

Non-GAAP Measures

The selected financial information and discussion below also refers to certain measures to assist in assessing financial
performance. These “non-GAAP measures” such as “earnings before interest, income taxes, depreciation and
amortization” (“EBITDA”), “Gross Margin”, “Gross Margin Percentage”, “Distributable Cash” and “Payout Ratio” should
not be construed as alternatives to net income or loss or other comparable measures determined in accordance with
GAAP as an indicator of performance or as a measure of liquidity and cash flow. Non-GAAP measures do not have
standard meanings prescribed by GAAP and therefore are unlikely to be comparable to similar measures presented by
other issuers.

EBITDA is a non-GAAP measure that represents earnings generated to fund capital investment, meet financial
obligations and fund distributions. It is considered a key measure as it demonstrates the ability of the business to meet its
capital and financing commitments.

Distributable Cash and Payout Ratio are non-GAAP measures generally used by Canadian income trusts as an indicator
of financial performance. They are considered key measures as they demonstrate the cash available for distribution to
Unitholders. The Payout Ratio is calculated as Cash Distributions Declared divided by Distributable Cash available to
Canexus Income Fund.

Payout Ratio Normalized for Timing of Maintenance Capital Expenditures is calculated as Cash Distributions Declared
divided by Distributable Cash available to Canexus Income Fund recalculated for Estimated Annual Maintenance
Capital Expenditures.

Gross Margin is a non-GAAP measure that represents the contribution of operating activities to earnings. Itis considered
a key measure as it reflects the ability of the business to generate earnings necessary to fund overhead costs, capital
investment and distributions. Gross Margin Percentage is calculated as Gross Margin divided by Sales Revenues.

GENERAL DESCRIPTION OF THE FUND AND CANEXUS LP
As at March 31, 2008, the Fund holds a 38.4 percent indirect interest, through its wholly owned subsidiary Canexus
Commercial Trust, in Canexus LP and Nexen Inc. holds a 61.6 percent controlling interest in Canexus LP.

Canexus LP, through its various direct and indirect subsidiaries, produces sodium chlorate and chlor-alkali products in
several plants located in Canada and one in Brazil, largely for the pulp and paper and water treatment industries.



CANEXUS INCOME FUND

The Fund is an unincorporated open-ended trust established by a Trust Indenture dated June 28, 2005, as amended and
restated August 18, 2005, under the laws of Alberta. The Fund is a “mutual fund trust” for the purposes of the Income Tax
Act (Canada). The head office and principal business office of the Fund is located in Calgary, Alberta.

The Fund is administered by Canexus Limited, a wholly-owned subsidiary of the Fund. The Fund owns 100 percent of the
shares of Canexus Limited but does not account for its investment on a consolidated basis due to Nexen Inc. having the
ability to appoint the majority of the board positions.

Highlights (See also “Highlights” of Canexus LP)
e Distributions to Unitholders of $4.3 million ($0.1368 per Unit) declared for the three months ended March 31, 2008.

e Payout ratio of 55 percent (62 percent when normalized for the timing of maintenance capital expenditures).

e On February 15, 2008 the Fund announced the Distribution Reinvestment Plan (“DRIP”). Under the DRIP, participants
may elect, in the case of holders of Units of the Fund, to automatically reinvest monthly distributions in additional Units
of the Fund and, in the case of Exchangeable Limited Partnership (“LP”) Units of Canexus LP, to automatically
reinvest monthly distributions in additional Exchangeable LP Units of Canexus LP, in each case at a 5 percent
discount to the volume weighted average market price of the Units on the TSX for the 10 trading days preceding the
distribution payment date. Participation of Fund Unitholders in the DRIP for February 2008 was 11 percent and for
March 2008 was 24 percent. Nexen Inc., Exchangeable LP Unitholder, participated 100 percent in the DRIP for each
of February and March 2008. DRIP proceeds are being used to partially fund the North Vancouver chlor-alkali facility
technology conversion project (“TCP”).

Summary of Quarterly Results

The changes in equity income for each of the three month periods were due to changes in the net income of Canexus
LP for the same periods. The equity loss from the investment in Canexus LP for the three months ended March 31, 2008
was primarily due to charges to Canexus LP’s net income for unrealized foreign exchange losses on its US dollar long-
term debt and for future severance costs arising from the TCP (See “Summary of Quarterly Results” discussion relating to
Canexus LP).

Three Months Ended

March 31 Dec. 31 Sept. 30 June 30

CAD thousands, except per unit amounts 2008 2007 @ 2007 @ 2007 @
Equity Income (Loss) from Investment in

Canexus LP (1,291) 1,625 8,242 6,739
Net Income (Loss) (1,900) 5 6,228 (4,423)
Earnings (Loss) Per Unit ($/Unit) (0.06) - 0.20 (0.14)
Diluted Earnings (Loss) Per Unit ($/Unit) (0.06) - 0.20 (0.14)
Cash Distributions Declared 4,345 6,077 6,943 6,944
Cash Distributions Declared ($/Unit) 0.1368 0.1914 0.2187 0.2187

Three Months Ended
March 31 Dec. 31 Sept.30 June 30

CAD thousands, except per unit amounts 2007 2006 @ 2006 2006
Equity Income from Investment in

Canexus LP 4,441 1,464 4,261 8,405
Net Income 3,723 323 3,932 8,097
Earnings Per Unit ($/Unit) 0.12 0.01 0.13 0.25
Diluted Earnings Per Unit ($/Unit) 0.12 0.01 0.13 0.25
Cash Distributions Declared 6,944 6,944 6,944 6,944
Cash Distributions Declared ($/Unit) 0.2187 0.2187 0.2187 0.2187

Notes:

@ On June 22, 2007, previously announced legislation providing for the income taxation of specified investment flow
through entities received Royal Assent. As a result of the new legislation, the Fund recognized a $10.5 million future
income tax liability in the three month period ended June 30, 2007 and further future income tax liabilities of $1.3
million for the three month period ended September 30, 2007, $0.9 milion for the three month period ended
December 31, 2007 and $0.4 million for the three month period ended March 31, 2008 on temporary differences in
reported amounts for financial statement and tax purposes in the capital assets underlying its investment in Canexus
LP, which differences are expected to reverse subsequent to 2010.

@ In the fourth quarter of 2006, we adopted Emerging Issues Committee (“EIC”) 162, Stock-Based Compensation for
Employees Eligible to Retire before the Vesting Date. EIC-162 provides that if an employee is eligible to retire on the
grant date of a stock-based award, related compensation expense is recognized in full at that date as there is no
ongoing service requirement to earn that award. In addition, if an employee becomes eligible to retire during the
vesting period, related compensation expense is recognized over the period from the grant date to the retrement
eligibility date on a graded vesting basis. Prior to the adoption of EIC-162, we did not consider the retirement dates
of our employees in the determination of our stock-based compensation expense. EIC-162 was effective for interim



and annual periods ending on or after December 31, 2006 and was to be adopted on a retroactive basis. The
impact of adopting EIC-162 for the year ended December 31, 2006 was an increase in unit based compensation
expense and a decrease in net income of $75,360. As this amount was not material, we did not restate the three
month periods ended March 2006, June 2006 or September 2006. The impact for the period from August 18, 2005 to
December 31, 2005 was not material and was not adjusted.

Results of Operations

Investment

At March 31, 2008 the Fund had an indirect investment in 31,787,161 Ordinary Limited Partnership Units (38.4 percent) of
Canexus LP at a cost of $317.7 million. The Fund accounts for this investment using the equity method.

For the three months ended March 31, 2008 the Fund’s equity income from Canexus LP was a loss of $1.3 million (March
31, 2007 - income of $4.4 million) and the carrying value of this investment at March 31, 2008 was $297.2 million
(December 31, 2007 - $302.7 million).

Expenses
Trust administration expenses include an allocation of costs including directors’ fees, directors’ travel, directors and
officers (“D&O”) liability insurance, professional fees and office rent and public issuer reporting costs.

The Fund provides unit based compensation in the form of options and accompanying bonus rights and deferred trust
units and notional reinvestments. Management uses the fair-value method to recognize compensation expense
associated with unit based compensation at the time of grant. Expense is recognized over the vesting period or
expected term of service with a corresponding increase to contributed surplus since these instruments are settled by
issuing Units of the Fund and are not settled in cash.

Compensation expense for the three months ended March 31, 2008 was significantly lower than prior periods due to the
prospective accounting for the cancellation of unit options and to lower option fair values associated with recent grants
as a result of lower Unit prices.



Statement of Distributable Cash

CAD thousands, except as noted

Three Months Ended
March 31, 2008

Three Months Ended
March 31, 2007

Canexus LP

Net Income (Loss) (3,347) 11,510
Charges and Credits to Income Not Involving Cash:
Future Income Taxes (48) 585
Amortization 9,942 10,873
Unrealized (Gains) Losses on Currency Translation 7,991 (2,935)
Change in Fair Value of Foreign Exchange Options 948 262
Change in Fair Value of Electricity Forward Swaps - 277
Change in Fair Value of Interest Rate Swaps (166) -
Accrual for Future TCP Severance Costs 7,310 -
Other 842 740
23,472 21,312
Contributions to Defined Benefit Pension Plan - (593)
Purchase of Foreign Exchange Options (357) -
Changes in Non-Cash Operating Working Capital and Due
to Affiliates, Net (10,547) (2,748)
Cash From Operating Activities 12,568 17,971
Changes in Non-Cash Operating Working Capital and Due
to Affiliates, Net 10,547 2,748
Maintenance Capital Expenditures (1,436) (2,274)
Amortization of the Purchase Cost of Foreign Exchange
Options (179) (263)
Operating Non-Cash Items (597) (154)
Distributable Cash within Canexus LP () 20,903 18,028
Canexus Income Fund
Share of Canexus LP’s Distributable Cash @) 8,057 6,956
Trust Administration Expenses (88) (81)
Distributable Cash available to Canexus Income Fund @ 7,969 6,875
Cash Distributions Declared 4,345 6,944
Payout Ratio @ 55% 101%
Payout Ratio Normalized for Timing of Maintenance Capital
Expenditures of $15.5 million for 2008 ® 62% 108%

Note:
@) see comments concerning non-GAAP Measures on page 2.

Distributable Cash within Canexus LP represents cash from operating activities adjusted for temporary changes in non-
cash operating working capital and other non-cash impacting expenses less maintenance capital expenditures.
Maintenance capital expenditures are those cash outlays required to maintain Canexus LP’s plants and other
equipment at normal operating and efficiency levels. Distributable Cash (see “non-GAAP Measures” on page 2) is not a
recognized measure under Canadian GAAP and therefore, Canexus LP’s method of calculating Distributable Cash is
unlikely to be comparable to methods used by other trusts.

Net income for the three months ended March 31, 2008 is lower than net income for the three months ended March 31,
2007 primarily due to non-cash charges to net income for unrealized foreign exchange losses on our US dollar long-term
debt ($8.3 million) and for the accrual of future TCP severance costs ($7.3 milion). Cash from operating activities, before
the impact of changes in non-cash operating working capital, has increased for the three months ended March 31,
2008, as compared to the three months ended March 31, 2007, as a result of an increase in gross margin ($0.5 million), a
decrease in interest expense ($0.6 million), lower income taxes ($0.3 million), an increase in realized foreign exchange
gains ($0.8 million) and an increase in cash proceeds realized on Canadian dollar foreign exchange call options.

The change in non-cash operating working capital and due to affiliates for the three months ended March 31, 2008 was
primarily due to timing differences in the amount of accounts receivable, inventories and operating supplies and
accounts payable and accrued liabilities. At December 31, 2007, accounts receivable from Aracruz Celulose, S.A., our
primary customer in Brazil, were $NIL (March 31, 2008 - $9.8 million) due to early payment of amounts outstanding.
Finished goods inventories at March 31, 2008 were also higher than at December 31, 2007 as a result of a higher than
normal volume of product in-transit.

The change in non-cash operating working capital and due to affiliates for the three months ended March 31, 2007 was
primarily due to timing differences in the amount of accounts payable and accrued liabilities.



Operating non-cash items represent items such as pension expense in excess of pension funding and expenditures on
asset retirement obligations financed by restricted investments established at the time of the IPO. It also includes the
cost of foreign exchange call option contracts described further in the succeeding paragraph.

The cost of foreign exchange call options is recognized as a decrease in cash from operating activities in the period
purchased. For Distributable Cash purposes the cost is being recognized as a decrease in cash over the period of the
foreign exchange call option contract.

Distributions
The Fund made monthly distributions of $0.0456 per Unit for the period January 1, 2008 to March 31, 2008 for total
distributions declared of $4.3 million ($0.1368 per Unit) for the three months ended March 31, 2008.

At March 31, 2008 the Fund had a distribution receivable from Canexus LP. Upon receipt of this distribution in April 2008,
the Fund paid distributions payable of $1.5 million outstanding at March 31, 2008.

On January 31, 2008 the Fund announced, in conjunction with the announcement of the Board of Director approval of
the Technology Conversion Project (“TCP”) at Canexus LP’s North Vancouver chlor-alkali facility (See Executive Summary
and Highlights for Canexus LP below), the intended implementation of the DRIP. Under the DRIP implementation
announced February 15, 2008, participants may elect, in the case of holders of Units of the Fund, to automatically
reinvest monthly distributions in additional Units of the Fund and, in the case of Exchangeable LP Units of Canexus LP, to
automatically reinvest monthly distributions in additional Exchangeable LP Units of Canexus LP, in each case at a 5
percent discount to the average market price of the Units on the TSX on the applicable distribution payment date.

Unitholders resident in the United States are not entitled to participate in the DRIP.

Income Taxes

The Fund is a mutual fund trust for income tax purposes. As such, the Fund is only taxable on any amount not allocated
to Unitholders. The Fund intends to distribute substantially all of its taxable income to its Unitholders and the Fund intends
to comply with the provisions of the Income Tax Act (Canada) that permit, among other items, the deduction of
distributions to Unitholders from the Fund’s taxable income.

On June 22, 2007, legislation that proposed changes to the taxation of publicly traded income trusts (the “SIFT” tax),
received Royal Assent. As a result, the Fund has recognized a $13.1 million future income tax liability as at March 31,
2008 on temporary differences in reported amounts for financial statement and tax purposes in the capital assets
underlying its investment in Canexus LP.

Commencing in 2011, a 29.5 percent (2012 - 28.0 percent) tax will be applied to distributions from publicly traded
income trusts which could result in reduced cash available for distributions. On February 26, 2008 the Government of
Canada, in its Federal Budget, announced further changes to the SIFT tax rules. The provincial component of the SIFT tax
will be based on the provincial rate where the Specified Investment Flow Through (“SIFT”) has a permanent
establishment rather than using a 13 percent flat rate. This may result in the combined SIFT tax rate applicable in 2012 to
fall from 28 percent. Under the legislation, trusts existing at October 31, 2006 must limit their expansion to “normal
growth” until 2011 to be eligible for grandfathering under the old rules. On December 15, 2006 the Government issued
guidelines with respect to what it would consider normal growth for existing income trusts. Under these guidelines, the
amount of equity units that an income trust can issue may not exceed the greater of $50 milion and the value of its
publicly traded equity units on October 31, 2006 (subject to annual limits) prior to 2011. In addition, exchangeable
limited partnership units in place at October 31, 2006 that are subsequently exchanged by the holder for equity will not
be considered growth under the guidelines and outstanding debt at October 31, 2006 that is replaced with new equity
will not be considered growth under the guidelines.

Under the normal growth guidelines, the Fund had available at December 31, 2007 a “safe harbour” amount of $99.7
million. The “safe harbour” amount for the Fund for each of 2008, 2009 and 2010 is an additional $49.8 million per year.
Should any portion of the “safe harbour” not be utilized in any period, this portion will be available in a subsequent
period. These amounts do not include equity that the Fund could issue to replace debt that was outstanding at October
31, 2006 nor does it include equity that would be issued for the Exchangeable LP Units issued to Nexen.

The legislation could have some or all of the following impacts, and the Fund could take some or all of the following
actions:

Ll A portion of the Fund’s cash flow could be allocated to the payment of cash distribution taxes and would not be
available for distribution.

] If organizational structural changes are not made, the after-tax distributions in 2011 to taxable Canadian investors
will remain approximately the same (under current business conditions, before considering the impact of the TCP at
our North Vancouver chlor-alkali facility and other factors expected to impact on our business), however, tax-
deferred investors and foreign investors will see a significant reduction in their after tax realizations.



At the current time the legislation is not expected to limit the Fund’s near term growth opportunities. The Fund wiill
carefully review its alternatives to most effectively achieve its business strategy and optimize value for the Unitholders.

Liquidity and Capital Structure
Outstanding Securities of the Fund
At March 31, 2008 the Fund had 31,787,161 Units outstanding (May 13, 2008 - 31,866,705 Units).

As at March 31, 2008, Nexen held 51,064,350 Exchangeable LP Units of Canexus LP (May 13, 2008 - 51,595,288
Exchangeable LP Units), each of which is exchangeable into one Unit of the Fund at no cost at any time at the option of
Nexen, and each of which carries a special voting right that entitles the holder to receive notice of, and attend and
vote at all meetings of Unitholders of the Fund.

Upon exchange of all or part of the Exchangeable LP Units outstanding, an equivalent number of Ordinary LP Units of
Canexus LP will be issued to Canexus Commercial Trust, a wholly owned subsidiary of the Fund, resulting in a
corresponding increase in the Fund’s indirect interest in Canexus LP.

Business Risks

The Fund is entirely dependent on distributions from Canexus LP to make its own distributions. Any decrease in the cash
generated by Canexus LP or any requirements for Canexus LP to retain cash for capital or other expenditures will reduce
the cash distributions made by Canexus LP to the Fund and as a result, will decrease the distributions to Unitholders.

For a discussion of certain risks related to Canexus LP’s operations, see the “Market Risk Analysis” discussion relating to
Canexus LP. Additional risk factors relating to the Fund and Canexus LP’s operations are contained in the Fund’s Annual
Information Form for the year ended December 31, 2007, which has been filed on the Fund’s profile on the SEDAR
website at www.sedar.com.

Guarantees

The Fund and each of its wholly-owned subsidiaries, Canexus Commercial Trust, Canexus Limited and indirectly, Canexus
Holdings Limited, have provided guarantees to and subordinated their rights to receive payments from Canexus LP in
respect of Canexus LP’s credit facilities and senior secured notes.

Selected Annual Financial Information

Year Ended Year Ended Period Ended

December 31 December 31 December 31

CAD thousands, except per unit amounts 2007 2006 2005 @
Equity Income from Investment in Canexus LP 21,047 18,190 11,518
Net Income 5,558 16,122 11,025
Earnings ($/Unit) 0.17 0.51 0.35
Diluted Earnings ($/Unit) 0.17 0.51 0.35
Cash Distributions Declared 26,908 27,775 10,325
Cash Distributions Declared ($/Unit) 0.8475 0.8748 0.3252
2007 2006 2005

Total Assets 304,183 311,450 321,007
Total Long-Term Liabilities 12,654 - -

Note:
@ For the period August 18, 2005 to December 31, 2005.

Critical Accounting Estimates

Management makes estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure
of contingent assets and liabilities at the date of the unaudited consolidated financial statements, and revenues and
expenses during the reporting period. Management reviews these estimates on an ongoing basis, including those
related to litigation, unit based compensation and income taxes. Changes in facts and circumstances may result in
revised estimates and actual results may differ from these estimates.



CANEXUS LIMITED PARTNERSHIP

Canexus Limited Partnership (“Canexus LP”, “we” or “our”) is a limited partnership established under the laws of Alberta.
Canexus LP through its subsidiaries produces sodium chlorate and chlor-alkali products in several plants located in
Canada and one in Brazil, largely for the pulp and paper and water treatment industries. The head office is located in
Calgary, Alberta with a corporate office located in Houston, Texas.

As at March 31, 2008 the Fund held an indirect 38.4 percent interest (through its wholly owned subsidiary Canexus
Commercial Trust) and Nexen Inc. held a 61.6 percent controlling interest in Canexus LP. Canexus LP is managed by
Canexus Limited, the general partner (“General Partner”), which holds a 0.01 percent interest in Canexus LP. The Fund
owns 100 percent of the shares of Canexus Limited, but does not account for its investment on a consolidated basis due
to Nexen Inc. having the ability to appoint the majority of the board positions.

Pursuant to the Limited Partnership Agreement between Canexus Limited, Canexus Commercial Trust and Nexen Inc.
dated August 9, 2005, Canexus Limited as General Partner, has full power and exclusive authority to employ all persons
necessary for the conduct of the partnership, to enter into any agreement and to incur any obligation related to the
affairs of the partnership and is entitled to full reimbursement of all costs and expenses incurred on behalf of the
partnership. As general and administrative costs incurred by Canexus Limited and pension obligations entered into by
Canexus Limited are on behalf of the partnership, these costs and obligations have been reflected in the financial
statements and notes thereto of Canexus LP.

Executive Summary

Canexus LP’s first quarter 2008 financial and operating performance was strong generating distributable cash of $20.9
million, up 16 percent from the same quarter the prior year despite the negative impact of a 16 percent increase in the
average Canadian to US dollar foreign exchange rate for the first quarter of 2008, as compared to the first quarter of
2007. Strong sodium chlorate demand from US customers and the relatively stable Canadian to US dollar foreign
exchange rate for the first quarter of 2008 contributed to an increase in North America sodium chlorate revenues of 9
percent from the fourth quarter of 2007 and 4 percent from the first quarter of 2007. Performance of our chlor-alkali
business met expectations. Caustic soda price increases implemented April 1 and an expected rebound in chlorine
demand for water treating, are anticipated to provide revenue growth in the second quarter.

Successful start-up of our Brandon plant expansion occurred on February 17, 2008. To date, operating performance of
the expansion has exceeded our expectations. With a final expected cost of $53.0 million, this expansion project is
expected to boost plant capacity by approximately 12 percent and add approximately $10 million in operating cash
flow annually. The Brandon plant is the lowest-cost sodium chlorate plant in North America and the largest in the world.
With the expansion complete, Brandon now provides debottlenecking opportunities that could add up to an additional
40,000 tonnes of capacity over the next 2 to 5 years.

Following the announcement of the approval by the Board of Directors of the TCP at our North Vancouver chlor-alkali
facility on January 31, 2008, we began work on increasing necessary project resources and began negotiating
agreements for detailed engineering and procurement and construction management services. This project is
estimated to cost $208 million and to be completed in the first quarter of 2010. Benefits of the project are expected to
include incremental annual cash flow of $35 to $43 million as a result of decreased production costs and an increase in
plant capacity. We accrued estimated future severance costs payable following start-up of the TCP in 2010 of $7.3
million in the quarter. These costs and other terms and conditions governing the treatment of employees impacted by
the TCP were negotiated and agreed to with the collective bargaining units in 2007.

On May 1, 2008, amendments to the credit facility were made to increase the facility from $350 million to $410 million
and to increase available short-term swing line loans under the facility from $20 to $35 milion Canadian. The amended
credit facility matures August 18, 2011. All other terms and conditions of the amended credit facility remain substantially
the same as those of the credit facility in place as at March 31, 2008. Also on May 1, 2008, Canexus LP issued US $50
million of senior secured notes which bear interest at a fixed interest rate of 6.57 percent and mature May 1, 2013. In
addition, Canexus LP closed a US $20 million senior secured revolving credit facility. This credit facility bears interest at a
rate based on either the US base rate or the US LIBOR rate at our option and matures August 18, 2011. Proceeds from
these facilities are available for general corporate and partnership purposes, including capital expenditures and
acquisitions and the construction and completion of the TCP.

Operating and financial performance of our Brazil operations remained strong during the first quarter of 2008. Our
primary customer’s demand remained strong throughout the quarter resulting in an increase in revenues of 4 percent
from the fourth quarter of 2007 and 7 percent from the first quarter of 2007. Gross margin percentages decreased, as
compared to both the fourth quarter of 2007 and the first quarter of 2008, as a result of an increase in caustic soda
purchased on the open market for resale to our primary customer, which provide no margin.

A 2,000 tonne incremental sodium chlorate expansion project is currently in progress at our Brazil plant and is scheduled
for start-up in January 2009. Options for further, more significant expansions are being evaluated to enable Canexus LP
to secure additional supply positions in the growing sodium chlorate market. Management believes Canexus LP is well
positioned to take advantage of growth opportunities associated with the pulp and chemical industries in South
America.



Highlights

e Strong operating and financial performance for the quarter with distributable cash of $20.9 million, up 16 percent
from the first quarter of 2007. Strong North American demand for sodium chlorate and sodium chlorate price
increases implemented throughout 2007 and in January 2008, combined with the relatively stable Canadian to
US dollar exchange rate in the first quarter of 2008, contributed to this strong performance. Strong caustic soda
markets helped offset the seasonally weaker chlorine markets in the North America chlor-alkali business. Caustic
soda price increases have been announced for the second quarter of 2008.

e Our Brandon plant expansion successfully started on February 17, 2008. To date, operating performance of the
expansion has exceeded our expectations. This expansion, after taking advantage of debottlenecking
opportunities, may be capable of adding up to an additional 40,000 tonnes of capacity over the next 2 to 5
years.

e Canexus LP acquired and is now serving customer contracts from Olin Corporation following the announced
closure of their Dalhousie, New Brunswick sodium chlorate plant.

e Continued progress on the TCP approved by the Board of Directors on January 31, 2008, with efforts focused on
increasing the necessary project resources and negotiating detailed engineering and procurement and
construction management agreements. This project is expected to contribute an estimated $35 to $43 million in
incremental annual operating cash flow upon completion in the first quarter of 2010. We accrued $7.3 million of
estimated future severance costs payable in 2010 following start-up of the TCP. These costs and other terms and
conditions governing the treatment of employees impacted by the TCP were negotiated and agreed to with the
collective bargaining units in 2007.

e A 2,000 tonne incremental sodium chlorate expansion project is currently in progress at our Brazil plant and is
scheduled for start-up in January 2009.

e Distributions to Ordinary LP Unitholders and the Exchangeable LP Unitholder, Nexen Inc. for the three month
period ended March 31, 2008 were $0.1368 per Unit for total distributions of $11.3 million.

e In March 2008, we entered into interest rate swap agreements under which we swap 3 month US LIBOR floating
rates for a fixed rate of interest of 3.2 percent on a notional amount of US $50 million, for the period April 11, 2008
through April 10, 2013.

e On April 1, 2008, Canexus LP secured additional Canadian dollar foreign exchange call option contracts on US
$5.0 million per month which entitle Canexus LP to sell US dollars and acquire Canadian dollars at a price of US
$0.9709 per Canadian dollar from June 1, 2008 to August 31, 2008.

e On May 1, 2008, amendments to the existing credit facility were made to increase the facility from $350 million to
$410 milion and to increase available short-term swing line loans under the facility from $20 to $35 million
Canadian. The amended credit facility matures August 18, 2011. Also on May 1, 2008, Canexus LP issued US $50
million of senior secured notes which bear interest at a fixed interest rate of 6.57 percent and mature May 1, 2013
and closed a US $20 million senior secured revolving credit facility which bears interest at a rate based on either
the US base rate or the US LIBOR rate, at our option and matures August 18, 2011. Proceeds from these facilities
are available for general corporate and partnership purposes, including capital expenditures and acquisitions
and the construction and completion of the TCP.



Summary of Quarterly Results

Three Months Ended

March 31 December 31 September 30 June 30
CAD thousands, except as noted 2008 2007 2007 2007
Sodium Chlorate Sales Volume
(000s Metric Tonnes (MT)) 113 114 108 101
Chlor-alkali Sales Volume (000s
Metric Electro-Chemical Units
(MECU)) 47 44 58 43
Sales Revenues 108,728 103,331 104,990 99,207
Cost of Goods Sold 77,500 76,469 68,872 75,064
Gross Margin @ 31,228 26,862 36,118 24,143
Gross Margin (%) ® 29% 26% 34% 24%
Net Income (Loss) (3,347) 4,210 21,361 17,466
Plus: Provision for Income Taxes 327 2,240 2,623 1,379
Plus: Amortization 9,942 11,566 11,034 10,897
Plus: Interest Expense 2,442 2,374 3,091 2,878
EBITDA @ 9,364 20,390 38,109 32,620
Capital Expenditures
Maintenance 1,436 3,744 2,518 4,195
Continuous Improvement 640 584 218 569
Expansion 11,704 17,970 10,874 9,546
Total Capital Expenditures 13,780 22,298 13,610 14,310
Average Foreign Exchange Rate
(CAD $ to US $) US $1.00 US $1.01 US $0.95 US $0.88
Three Months Ended
March 31 December 31 September 30 June 30
CAD thousands, except as noted 2007 2006 2006 2006
Sodium Chlorate Sales Volume
....... (000s Metric Tonnes (MT)) .10 _ 115 111 105
Chlor-alkali Sales Volume (000s
Metric Electro-Chemical Units
(MECU)) 48 44 51 52
_SalesRevenues 106,079 100,862 100,805 97,055
_Costof GoodsSold 75,320 73,013 70,413 67,230
Gross Margin @ 30,759 27,849 30,392 29,825
Gross Margin (%) ® 29% 28% 30% 31%
Net Incom 11,510 3,794 11,043 21,784
y (1,335) 592 873
10,319 10,001 9,942
2,827 2,807 2,634
15,605 24,443 35,233
3,814 2,908 3,382
842 98 302
874 - 2,534
Expansion 8,332 6,414 2,083 94
Total Capital Expenditures 11,109 11,944 5,089 6,312
Average Foreign Exchange Rate
(CAD $ to US $) US $0.86 US $0.88 US $0.89 US $0.88

Note:

@) see comments concerning non-GAAP Measures on page 2.



Results of Operations
Changes in Net Income Three Months Ended March 31, 2008 versus Three Months Ended March 31, 2007

CAD thousands

Net Income for Three Months Ended March 31, 2007 11,510

Items Increasing (Decreasing) Net Income )
SO RO OIS 2,649
Costof Goods Sold (2,180)
Aozt 0N 931
General and Administrative Expenses 75
Interest Expense 592
Change in Fair Value and Realized Gains on Foreign Exchange

Options (123)

Change in Fair Value of Interest Rate Swaps 166
Change in Fair Value of Electricity Forward Swaps 277
Changes in Currency Translation Gains (Losses) (10,106)
Income Taxes 315
Accrual for Future TCP Severance Costs (7,310)
Other (143)

Net Income for Three Months Ended March 31, 2008 (3,347)

Net income for the three months ended March 31, 2008 decreased by $14.9 million or 129 percent over the three months
ended March 31, 2007. Net income for the three months ended March 31, 2008 is lower than net income for the three
months ended March 31, 2007 primarily due to non-cash charges to net income for unrealized foreign exchange losses
on our US dollar long-term debt ($8.3 million) and for the accrual of future TCP severance costs ($7.3 million). EBITDA for
the three months ended March 31, 2008 decreased by $16.7 million or 64 percent over the three months ended March
31, 2007.

An increase in gross margin of $0.5 million increased net income

North America

Sodium Chlor-
Three Months Ended March 31, 2008 Chlorate alkali Brazil Total
Sales Revenues 52,247 32,258 24,223 108,728
Cost of Goods Sold 36,515 22,651 18,334 77,500
Gross Margin ®) 15,732 9,607 5,889 31,228
Gross Margin (%) @ 30% 30% 24% 29%

North America

Sodium Chlor-
Three Months Ended March 31, 2007 Chlorate alkali Brazil Total
Sales Revenues 50,104 Beay8 22,597 106,079
Cost of Goods Sold 35,590 24,030 15,700 75,320
Gross Margin @) 14,514 9,348 6,897 30,759
Gross Margin (%) @ 29% 28% 31% 29%

Note:
@) See comments concerning non-GAAP Measures on page 2.

North American Sodium Chlorate

Sales revenue for the North American sodium chlorate segment increased 4 percent from $50.1 million for the three
months ended March 31, 2007 to $52.3 million for the three months ended March 31, 2008 due to a 5 percent increase in
sales volumes offset by slightly lower realized selling prices. Price increases implemented throughout 2007 and in January
2008 almost entirely offset the 16 percent appreciation in the average Canadian to US dollar foreign exchange rate in
the first quarter of 2008, as compared to the first quarter of 2007. The increase in sales volumes was due to strong
demand from US customers. Gross margins increased from 29 percent for the three months ended March 31, 2007 to 30
percent for the same period in 2008 primarily due to overall lower per unit production costs, as a result of increased
production volumes between quarters and increased production at our low-cost Brandon, Manitoba facility following
start-up on February 17, 2008 of our expansion project, offset by higher electricity costs incurred by our Bruderheim,
Alberta plant.

North American Chlor-alkali

Sales revenue for the North American chlor-alkali segment decreased 3 percent from $33.4 million for the three months
ended March 31, 2007 to $32.3 million for the three months ended March 31, 2008 due to a 2 percent decline in realized
selling prices and a 1 percent decrease in sales volumes. The decline in sales volumes was primarily due to weaker
chlorine sales (See Chlor-alkali Outlook on page 17). Lower realized selling prices for chlorine were caused both by



weaker demand and the significantly stronger Canadian dollar. Gross margins for the North American chlor-alkali
business increased from 28 percent for the three months ended March 31, 2007 to 30 percent for the same period in 2008
primarily due to lower electricity and period costs and higher production volumes.

Brazil

Sales revenue in Brazil increased 7 percent from $22.6 million for the three months ended March 31, 2007 to $24.2 million
for the three months ended March 31, 2008. A significant increase in caustic soda sales volume and 4 percent higher
chlor-alkali realized selling prices were partially offset by a 10 percent decline in sodium chlorate realized selling prices.
Lower electricity costs contributed to the decline in sodium chlorate selling prices due to the pass-through nature of the
contract with our primary customer, which contributes to lower sales revenues as costs decrease. The decline in gross
margin percentages from 31 percent for the three months ended March 31, 2007 to 24 percent for the same period in
2008 is the result of significant purchases of caustic soda on the open market to supply our primary customer’s increased
demand which generate no margin as well as, the impact on our fixed US dollar margins of the significant strengthening
of the Canadian dollar in the first quarter of 2008 from the first quarter of 2007.

Lower amortization expense increased net income by $0.9 million

Amortization expense decreased for the three months ended March 31, 2008 as compared to the same period the prior
year, primarily due to lower amortization for our Beauharnois sodium chlorate production facility which is almost fully
amortized.

Lower interest expense increased net income by $0.6 million

The decrease in interest expense for the three months ended March 31, 2008 was primarily due to the impact of the
stronger Canadian dollar on US dollar interest expense and lower interest rates, offset by higher debt levels. Outstanding
long-term debt at March 31, 2008 was US $213,000,000 as compared to US $164,000,000 at March 31, 2007. The
Canadian to US dollar foreign exchange rate averaged US $1.00 for the three months ended March 31, 2008 versus US
$0.86 for the same period the prior year. The weighted average interest rate on borrowings for the three months ended
March 31, 2008 was 4.74 percent as compared to 6.18 percent for the same period the prior year. Interest capitalized on
major projects during the three months ended March 31, 2008 was $414,789 (March 31, 2007 - $40,310).

Changes in foreign exchange options decreased net income by $0.1 million

During the three months ended March 31, 2008, Canexus LP had Canadian dollar foreign exchange options that entitled
Canexus LP to sell US $5.0 million per month and acquire Canadian dollars at a price of US $0.9709 per Canadian dollar
from March 1, 2008 to May 31, 2008 and Canadian dollar foreign exchange options that entitled Canexus LP to sell US
$5.0 milion per month and acquire Canadian dollars at a price of US $0.9497 for the period September 5, 2007 to
February 27, 2008. Realized gains of $0.6 million and mark-to-market losses in fair value of $0.9 million were recorded on
these options for a net loss of $0.3 million.

During the three months ended March 31, 2007, Canexus LP had Canadian dollar foreign exchange options that entitled
Canexus LP to sell US $5.0 million per month and acquire Canadian dollars at a price of US $0.87 beginning January 17,
2007 and expiring July 11, 2007. Realized gains of $0.1 milion and mark-to-market losses in fair value of $0.3 million were
recorded on these options for a net loss of $0.2 million.

Changes in fair value of interest rate swaps increased net income by $0.2 million

In March 2008, we entered into interest rate swap agreements under which we swap 3 month US LIBOR floating rates for
a fixed rate of interest of 3.2 percent on a notional amount of US $50 million, for the period April 11, 2008 through April 10,
2013. At March 31, 2008 we recorded mark-to-market gains in fair value of $0.2 million on these swaps.

Changes in fair value of electricity forward swaps increased net income by $0.3 million
From time to time, Canexus LP uses forward swap contracts to manage our exposure to the price of electricity in Alberta.
We did not have any forward contracts outstanding during the three months ended March 31, 2008. At March 31, 2007,
we had forward swap contracts under which we paid a fixed weighted average price of $66.12 per MWh and received
a floating price on 198,000 MWh for the period April 1, 2007 to December 31, 2007. We recorded mark-to-market losses
in fair value of $0.3 million on these swaps for the three months ended March 31, 2007.

Changes in currency translation gains (losses) decreased net income by $10.1 million

During the three months ended March 31, 2008, fluctuations in exchange rates resulted in unrealized losses of $8.0 million
and realized gains of $1.0 million for a net loss of $7.0 million versus unrealized gains of $2.9 milion and realized gains of
$0.2 million for a total gain of $3.1 million for the three months ended March 31, 2007. Currency translation gains (losses)
result from the translation of our US dollar denominated debt and the translation of our US and Brazilian Real
denominated monetary balances into their functional currencies. During the three months ended March 31, 2008 we
recorded an unrealized currency translation loss on our US dollar denominated debt of $8.3 million as compared to an
unrealized currency translation gain of $2.1 million for the three months ended March 31, 2007.



Lower income taxes increased net income by $0.3 million
Income taxes decreased for the three months ended March 31, 2008 as compared to the three months ended March
31, 2007, due to lower earnings in subsidiary companies.

Accrual for estimated future TCP severance costs payable decreased net income by $7.3 million

During the three months ended March 31, 2008, we accrued estimated costs of $7.3 million for severance payable to
employees following start-up of the TCP at our North Vancouver chlor-alkali facility in 2010. These costs and other terms
and conditions governing the treatment of employees impacted by the TCP were negotiated and agreed to with the
collective bargaining units in 2007. Following start-up of the TCP we expect to be able to permanently reduce our work
force at this facility by approximately one-third.

Capital Expenditures

Capital expenditures for the three months ended March 31, 2008 were $13.8 million as compared to $11.1 million for the
three months ended March 31, 2007. This increase was primarily due to an increase in expansion capital expenditures of
$3.4 million. Higher expenditures related to the TCP at our North Vancouver plant (increase of $7.3 million) were offset by
lower expenditures related to the expansion of our Brandon, Manitoba sodium chlorate plant (decrease of $3.9 million).

The start-up of our Brandon plant expansion occurred on February 17, 2008. Of the final expected cost of $53.0 million,
excluding capitalized interest; $48.9 million had been spent as at March 31, 2008.

On January 31, 2008, the Board of Directors of Canexus Limited announced their approval of the TCP for our North
Vancouver chlor-alkali facility. This project is anticipated to cost a total of $208 million, of which $16.9 million, including
capitalized interest of $0.5 million, had been spent as at March 31, 2008. The project is anticipated to be completed in
the first quarter of 2010. The TCP will replace existing 50-year old diaphragm technology and assets with proven
membrane technology that is more cost-efficient and environmentally friendly. Project benefits are expected to include
incremental annual operating cash flow of between $35 and $43 million as a result of decreased production costs and
increased plant capacity. The TCP is not expected to have a significant impact on our ongoing chlor-alkali operations
until the first quarter of 2010, at which point we anticipate a 4 week shutdown period to complete tie-in’s and
commission the new membrane technology.

Changes in Net Income Three Months Ended March 31, 2008 versus Three Months Ended December 31, 2007

CAD thousands

Net Income for Three Months Ended December 31, 2007 4,210

Items Increasing (Decreasing) Net Income
SO RO O U S e e 5,397 .
oSt Of GOOdS SOl e (1,031) .
AT Oz O Y oo eeeeeeee e 1624
General and Administrative Expenses 36
Interest Expense (68)
Change in Fair Value and Realized Gains on Foreign Exchange

It 00 oo oo eeee e oo oottt e (682) .

Change in Fair Value of Interest Rate Swaps 166
Change in Fair Value of Electricity Forward Swaps 800
Changes in Currency Translation Gains (LOSSEeS) (8,990) .
O TS e e 1,913
Accrual for Future TCP Severance Costs e (7,310) .
Other 588

Net Income for Three Months Ended March 31, 2008 (3,347)

Net income for the three months ended March 31, 2008 decreased from the three months ended December 31, 2007 by
$7.6 million or 180 percent. This decrease was the result of an increase in unrealized foreign exchange losses on our US
dollar long-term debt and an accrual for future severance costs associated with the TCP, partially offset by higher gross
margins and lower income taxes. EBITDA for the three month period ended March 31, 2008 decreased from the three
month period ended December 31, 2007 by $11.0 million or 54 percent.



Net income increased due to an increase in gross margin of $4.4 million

North America

Sodium Chlor-
Three Months Ended March 31, 2008 Chlorate alkali Brazil Total
Sales Revenues 52,247 32,258 24,223 108,728
Cost of Goods Sold 36,515 22,651 18,334 77,500
Gross Margin @) 15,732 9,607 5,889 31,228
Gross Margin (%) @ 30% 30% 24% 29%

North America

Sodium Chlor-
Three Months Ended December 31, 2007 Chlorate alkali Brazil Total
Sales Revenues 47,800 32,200 23,331 103,331
Cost of Goods Sold 35,934 22,756 17,779 76,469
Gross Margin @) 11,866 9,444 5,552 26,862
Gross Margin (%) @ 25% 29% 24% 26%

Note:
@) See comments concerning non-GAAP Measures on page 2.

North American Sodium Chlorate

Sales revenue for the North American sodium chlorate segment increased 9 percent from $47.8 million for the three
months ended December 31, 2007 to $52.3 million for the three months ended March 31, 2008 due to an increase in
realized selling prices of 9 percent. Gross margins increased from 25 percent to 30 percent primavily as a result of higher
realized selling prices, increased production at our low-cost Brandon, Manitoba facility following start-up on February 17,
2008 of our expansion project and lower period costs, partially offset by higher electricity costs in Alberta and higher
production at our Bruderheim, Alberta plant.

North American Chlor-alkali

Sales revenue for the North American chlor-alkali segment increased slightly from $32.2 million for the three months
ended December 31, 2007 to $32.3 million for the three months ended March 31, 2008. Sales volumes were up slightly for
the three months ended March 31, 2008 and realized selling prices were consistent for each of the three months ended
March 31, 2008 and December 31, 2007. Gross margin percentages increased from 29 percent for the three months
ended December 31, 2007 to 30 percent for the three months ended March 31, 2008 due to lower electricity costs,
partially offset by higher natural gas costs.

Brazil

Sales revenue in Brazil increased 4 percent from $23.3 million for the three months ended December 31, 2007 to $24.2
million for the three months ended March 31, 2008 primarily as a result of higher realized selling prices for chlor-alkali
products of 12 percent, offset by lower sales volumes of both sodium chlorate (8 percent) and chlor-alkali products (3
percent) and 2 percent lower realized selling prices for sodium chlorate. The increase in realized selling prices for chlor-
alkali products is due to the pass-through nature of the contract with our primary customer, which contributes to higher
sales revenues as costs increase. Higher costs were incurred for the purchase of caustic soda on the open market to
supply our primary customer’s demand. Gross margin percentages remained consistent at 24 percent for each of the
three months ended March 31, 2008 and December 31, 2007.

Lower amortization expense increased net income by $1.6 million

Amortization expense decreased for the three months ended March 31, 2008 as compared to the three months ended
December 31, 2007, primarily due to lower amortization for our Beauharnois sodium chlorate production facility which is
almost fully amortized.

Higher interest expense decreased net income by $0.1 million

Interest expense was higher for the three months ended March 31, 2008 as compared to the three months ended
December 31, 2007, due to higher borrowings and less interest expense being capitalized to major projects, offset by
lower interest rates. Outstanding long-term debt at March 31, 2008 was US $213,000,000 as compared to US $204,000,000
at December 31, 2007. The weighted average interest rate on borrowings for the three months ended March 31, 2008
was 4.74 percent as compared to 6.19 percent for the three months ended December 31, 2007. Interest capitalized on
major projects during the three months ended March 31, 2008 was $414,789 and for the three months ended December
31, 2007 was $834,732.

Changes in foreign exchange options decreased net income by $0.7 million

During the three months ended March 31, 2008, Canexus LP had Canadian dollar foreign exchange options that entitled
Canexus LP to sell US $5.0 million per month and acquire Canadian dollars at a price of US $0.9709 per Canadian dollar
from March 1, 2008 to May 31, 2008 and Canadian dollar foreign exchange options that entitled Canexus LP to sell US
$5.0 milion per month and acquire Canadian dollars at a price of US $0.9497 for the period September 5, 2007 to



February 27, 2008. Realized gains of $0.6 million and mark-to-market losses in fair value of $0.9 milion were recorded on
these options for a net loss of $0.3 million.

During the three months ended December 31, 2007, Canexus LP had Canadian dollar foreign exchange options that
entitled Canexus LP to sell US $5.0 million per month and acquire Canadian dollars at a price of US $0.9497 per Canadian
dollar beginning September 5, 2007 and expiring on February 27, 2008. Realized gains of $1.1 million were offset by mark-
to-market fair value losses of $0.7 million for a net gain of $0.4 million.

Changes in fair value of interest rate swaps increased net income by $0.2 million

In March 2008, we entered into interest rate swap agreements under which we swap 3 month US LIBOR floating rates for
a fixed rate of interest of 3.2 percent on a notional amount of US $50 million, for the period April 11, 2008 through April 10,
2013. At March 31, 2008 we recorded mark-to-market gains in fair value of $0.2 million on these swaps.

Changes in fair value of electricity forward swaps increased net income by $0.8million

From time to time, Canexus uses forward swap contracts to manage our exposure to the price of electricity in Alberta.
We did not have any forward contracts outstanding during the three months ended March 31, 2008. During the three
months ended December 31, 2007, we had forward swap contracts under which we paid a fixed weighted average
price of $66.12 per MWh and received a floating price on 66,270 MWh for the period October 1 to December 31, 2007.
We recorded mark-to-market losses in fair 