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Management’s discussion and analysis of financ@id@ions and results of operations (MD&A) should bead in

conjunction with the unaudited consolidated finahstatements for the six months ended June 3@.200e consolidated
financial statements for the six months ended Bn&008, have been prepared by and are the rabibnsf management
and have been prepared in accordance with Canagiaerally accepted accounting principles (GAAP)he TLakeview

Hotel REIT’s independent auditors, Ernst & Yound,P, have not conducted a review of these conselldinancial

statements.

Lakeview Hotel Real Estate Investment Trust (LagewiHotel REIT) is an unincorporated closed-end mufund trust
created pursuant to a Declaration of Trust datdmugey 11, 2004. The Qualifying Transaction wasplieted on April 15,
2004 through a private offering of Lakeview HoteEIR units, a public offering of Lakeview Hotel REISubordinate
convertible debentures, and the acquisition of lthkeview Inn & Suites - Fredericton hotel. Throughne 30, 2008
Lakeview Hotel REIT had acquired 17 hotels inclggdihe Fredericton property.

The results of their operations are included in bae 30, 2008 unaudited consolidated financiaestants of Lakeview
Hotel REIT.

The table below provides details on the hotels almel akeview Hotel REIT as of June 30, 2008.

Property Date of Purchase Date of Conversionto  Number of
Lakeview Inns & Rooms
Suites
Lakeview Inn & Suites — Fredericton, NB April 150 April 15, 2004 98
Best Western Black Gold Inn — Drayton Valley, AB néul, 2005 December 1, 2005 91
Ramada Limited & Suites — Hinton, AB November 4020 November 4, 2005 55
Best Western Okotoks Lodge — Okotoks, AB JanuaB066 July 1, 2006 64
Best Western Fort Inn & Suites — Fort Saskatchewan, January 13, 2006 July 1, 2006 70
Super 8 Toronto North — Vaughan, ON March 17, 2006 N/A 85
Super 8 Motel — Edson, AB April 7, 2006 April 7,08 45
Ramada Limited — Whitecourt, AB May 31, 2006 May 3006 50
Holiday Inn Express & Suites — Sherwood Park, AB nelli, 2006 N/A 90
Ramada Limited — Fort St. John, BC October 16, 2006 October 16, 2006 73
November 10, 2006
Days Inn — Chetwynd, BC October 24, 2006 and October 24, 2006 59
November 9, 2006
Lakeview Inn & Suites — Fort Nelson, BC Januarg@)7 January 8, 2007 82
Lakeview Inn & Suites — Edson Airport West April, 1807 April 16, 2007 69
Holiday Inn Express & Suites - Brooks May 15, 2007 May 15, 2007 78
Residence Inn Marriott - Calgary June 22, 2007 2007 120
Best Western — Slave Lake November 15, 2007 Jary&08 68
Four Points by Sheraton — Prince George April 380 N/A 74
Total room count 1271
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In addition to income earned from hotel operatibakeview Hotel REIT also earns income from licegsfaes charged to
certain Lakeview Inn & Suites hotels which are odmr®y Lakeview Management Inc. (a unitholder of hakes Hotel
REIT) and include hotels in Bathurst, New Brunswi@tandon, Manitoba; Grand Forks, North Dakota;itda] Nova
Scotia; and Miramichi, New Brunswick.

As at August 26, 2008, the following units of Lalew Hotel REIT were issued and outstanding:

Class A Units 18,774,756
Class V Special Trust Units and Exchangeable Units 500,000
Total Units that participate pro rata in distrilout 19,274,756
Class T Special Trust Unit (1) 1

(1) The holder of the Class T Special Trust Ui the right to appoint one-third of the total nembf trustees. The Class
T Special Trust Unit is non-voting, non-transfemlfand is not entitled to any distribution or ecomointerest in
Lakeview Hotel REIT.

During the second quarter of 2008 Lakeview HotelR&cquired its 1% hotel, the Four Points By Sheraton in Prince
George, British Columbia. An agreement was algered into during the quarter for the REIT to acguhe Days Inn —
Ottawa Airport. The purchase was completed sulm#do the second quarter. The Prince George #iatv® assets will
help to geographically diversify Lakeview Hotel RE portfolio and reduce Lakeview Hotel REIT’s oairexposure to gas
drilling activity.

Lakeview Hotel REIT entered into an arrangemenhait independent hotel developer pursuant to whaddeview Hotel
REIT provided loans for a number of hotels in BfitiColumbia and Alberta. The arrangement has seectured to

provide Lakeview Hotel REIT with accretive cashwilogrowth of the Lakeview brand, additional licemgand management
fee revenues, and a pipeline of new hotels to aequithout exposing the REIT to ramping up riskitghly associated with
new hotels. A total of $4,000,000 in mezzaninetoaere advanced in the second quarter.

Comparing the three months ended June 30, 2008kéthame period in the previous year:
Occupancy increased from 55.5% to 59.9%
Average room rate increased from $110.26 to $120.20
RevPar increased from $61.24 to $71.97.
Funds from operations (before non cash items imetudebt accretions and compensation costs ofoyibns)
increased from $981,219 to $1,106,491.

Occupancy Percentage, Average Room Rate and Rav@#nree important indicators used by the howdlistry in general
to measure the performance of a hotel and compafermance to other hotel operations. The key pevdmce measures for
the Lakeview Hotel REIT are as follows:

Three months ended Six months ended
June 30 June 30
2008 2007 2008 2007

Occupancy Percentagé” 59.89% 55.54% 61.13% 60.79%

Average Room Rate? $120.20 $110.26 $118.11 $111.76

RevPar® $71.97 $61.24 $72.19 $67.95

Rooms Occupied 69,051 49,049 136,969 100,435
Note (1): Occupancy Percentage measures the levélotel room utilization and is calculated by divig the

number of rooms rented for a given period by thelner of rooms available for the period.

Average Room Rate measures the average roomfpriedl guest rooms by dividing total room revenues
by the number of rooms rented.
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RevPar (Revenue per available room) is calculabgdmultiplying the Occupancy Percentage by the
Average Room Rate and is a measure of efficiensgdan all available rooms regardless of whethegth
are occupied or not.

These measures are not recognized under GAAPhendchéthod we use in calculating these numbers may
not be comparable to other companies. They shoolde used as an alternative to net earnings )loss
determined in accordance with GAAP as an indicaibiperformance. These numbers can be used to
supplement other information presented in undeditam the performance of our hotels in a historical
perspective.

Average daily rates, occupancy and RevPar all asméd for the three months ended June 30, 2008 cethpa the three
months ended June 30, 2007.

The following is a comparison of the operating tesstor the three and six months ended June 308 2@Mnpared to the
results of operations for the comparable period0idi7:

Three months ended Six months ended
June 30 June 30
2008 2007 2008 2007

Hospitality Revenue

Room 8,321,629 5,400,496 16,283,839 11,204,415

Food & Beverage 939,012 950,650 2,043,748 1,893,261

Other 433,826 265,502 821,992 540,435
Total Revenue 9,694,467 6,616,648 19,149,579 13,638,111
Expenses 10,400,633 7,069,787 20,117,359 12,922,373
Net Income (Lossbefore future income tax expense  (706,166) (453,139) (967,780) 715,738
Basic and diluted income (loss) before income &x p  (0.037) (0.024) (0.050) 0.038
unit
Future (Income Tax Expense) Recovery (1) - (1,184,100) 4,000 (1,184,100)
Net (Loss) (706,166) (1,637,239 (963,780) (468,362)
Basic and Diluted Income (Loss) per Unit (0.037) (0.086) (0.050) (0.025)
Reconciliation to funds from Operations
Add (deduct)
Amortization of income properties 1,522,152 1,016,596 2,939,962 1,889,914
Amortization of franchise fees 11,617 4,949 23,938 9,899
Distributions from Lakeview Flag Licensing General 154,840 129,850 299,390 215,600
Partnership
Income from Lakeview Flag Licensing General (156,913) (114,737)  (318,298) (233,253)
Partnership
Future income tax expense (recovery) - 1,184,100 (4,000) 1,184,100
Funds from Operations 825,530 583,519 1,977,212 2,597,898
Basic and diluted funds from Operations per unit 0.043 0.031 0.103 0.140
Contributions to reserve account (283,131) (199,486) (570,772) (409,397)
Adjusted funds from Operations 542,399 384,033 1,406,440 2,188,501
Basic and diluted adjusted funds from Operations pe ~ 0.028 0.020 0.073 0.118
unit
Reconciliation to distributable income
Accretion on debt component of convertible debesgu 189,198 64,054 354,807 106,090
Accretion of debentures 38,462 - 39,481 -
Accretion of mortgages 51,005 29,146 101,043 53,475
Decretion of mortgages receivable 2,296 - 2,296 -
Compensation costs of unit options - 304,500 - 304,500
Distributable income 823,360 781,733 1,904,067 2,652,566
Basic and diluted distributable income per units 0.043 0.041 0.099 0.143
Distributions 2,121,760 2,090,788 4,243,323 4,108,502
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1) This is a non cash charge to earnings relating é&keview Hotel REIT’s timing differences betweenabeounting and
tax basis of the assets and liabilities of the T.rughis change will have no impact on LakeviewaHBEIT’s cash flows or
distributions.

Room Revenue - For the second quarter ended Jyr&88 room revenue increased by $2,921,133, fiodP,496 for the
second quarter ended June 30, 2007, to $8,321,6RB8.reason for this substantial increase is ti@second quarter ended
June 30, 2008 included the operations of all s@esmhotels in Lakeview Hotel REIT whereas the raewenue for the
second quarter ended June 30, 2007 only includedtieration of fifteen hotels in Lakeview Hotel REIAdditionally 2
quarter comparative room revenues from the initfahotels were up year over year by $550,300.

Food & Beverage and Gift Shop — Revenue is earnath festaurant facilities in the Lakeview Inn & f&si - Drayton
Valley, the Lakeview Inn & Suites — Fort St. Jolime Lakeview Inn & Suites, Fort Saskatchewan amdRbur Points by
Sheraton Prince George.

Other Income — The increase in Other Income for gbeond quarter ended June 30, 2008 is due tonttmame from
Lakeview Flag Licensing General Partnership. Thi®ime will continue to grow as more Lakeview InnS#8ites are added
to the hotels owned by Lakeview Hotel REIT whickrgases the license fees charged. The 2008 secaneigresults also
include the operation of all seventeen hotels ikevéew Hotel REIT as compared to only fifteen hstfer the 2007 second
quarter period.

Expenses — Expenses for the second quarter of id@8&ased by $3,330,846 from $7,069,787 for themsgquarter ended
June 30, 2007 to $10,400,633. This increase wakemp primarily from a $505,556 increase in amation of income
properties; a $1,266,812 increase in mortgage abdmture interest; and a $758,823 increase inissland benefits.

Net Income (Loss) before future income tax expenlet (loss) increased from a loss of $453,130%tler second quarter
ended June 30, 2007, to a loss of $706,166 foqtaeter ended June 30, 2008. This change cantriimutad largely to the
increase in amortization of income properties.

Room Revenue - For the six months ended June 3® &m revenue increased by $5,079,424, from $114245 for the
six months ended June 30, 2007, to $16,283,83% ifidrease can be attributed to primarily four jertips. The Lakeview
Signature Inn in Calgary operated for only 9 daysthie first half of 2007 and had an increase innto@venues of
$2,185,973. The Lakeview Inn & Suites Slave Lakd the Four Points by Sheraton Prince George wetrénrthe REIT
portfolio in the first half of 2007. They had roaevenues in the first half of 2008 of $1,159,488 655,294 respectively.
The Lakeview Inn & Suites Fort Nelson is in the ggss of ramping up and had an increase in roomrmoegeof $571,176.

Food & Beverage and Gift Shop — Revenue is earnath festaurant facilities in the Lakeview Inn & f&si - Drayton
Valley, the Lakeview Inn & Suites — Fort St. Johakeview Inn & Suites, Fort Saskatchewan and Faint® by Sheraton
Prince George.

Other Income — The increase in Other Income forsikenonths ended June 30, 2008 is due to the incoom Lakeview
Flag Licensing General Partnership. This incomd @ahtinue to grow as more Lakeview Inns & Suites added to the
hotels owned by Lakeview Hotel REIT which increaseslicense fees charged. The 2008 six monthdtsesso include the
operation of all seventeen hotels in Lakeview HREIT as compared to only fifteen hotels for th®28ix months period.

Expenses — Expenses for the six months of 200&ased by $7,194,986 from $12,922,373 for the sirthwended June
30, 2007 to $20,117,359. The largest componenthisfincrease were a $2,385,438 increase in mgetgad debenture
interest; a $1,638,290 increase in salaries andftignand a $1,050,048 increase in amortizatioimadme properties.

Net Income (Loss) before future income tax expenbket income (loss) decreased from income of $73% for the six
months ended June 30, 2007, to a loss of $967at8thé six months ended June 30, 2008. This chaagéebe attributed
largely to the poorer performance in the first geiaof 2008 when compared to the first quarter@i2and to an increase in
amortization of income properties.
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Included in this MD&A are certain non GAAP finankraeasures, which are a measure of Lakeview Hd®TR historical
or future financial performances that are not daked or presented in accordance with GAAP. Timsasures may not be
comparable to similar measures presented by othiities and include distributable income, fundsnireperations, and
adjusted funds from operations.

DISTRIBUTABLE INCOME

Distributable income is commonly used in the Resfake Investment Trust industry to measure findnuéformance.
Lakeview Hotel REIT calculates distributable incotogeflect distributable cash which is defined_.akeview Hotel REIT’s
Declaration of Trust as:

All revenues received or receivable including metlized capital gains and such other amounts abrtist may receive from
time to time, by the Trust in the applicable pergafjusted for:
i. Administrative and operational expenses and othkgations of the Trust,
ii. Amounts which may be used for acquisitions or othesiness purposes,
iii. Amounts required for replacement reserves, and
iv. Such other amounts as the Trustees deem approanidteecessary.

Distributable income is used by management to deter the level of distributions paid to unit holdemd as a result is a
useful supplemental measure of the Lakeview HoEITR operating performance for investors.

Distributable income increased by $41,627 from $783 for the second quarter ended June 30, 206828,360 for the

second quarter ended June 30, 2008 and decread8di$9 from $2,652,566 from the six months endet R0, 2007 to

$1,904,067 for the six months ended June 30, 200& reason for the decrease in the six month cdsgueis due to a

reduction in oil and gas drilling activity in nogim British Columbia and Alberta in the first thr@@nths of 2008 compared
to 2007.

FUNDS FROM OPERATIONS AND ADJUSTED FUNDS FROM OPERA TIONS

Funds from operations (FFO) is a standard industdg measure of a real estate entity’s operatinfppmance. The Real
Property Association of Canada defines FFO as nmtme (computed in accordance with generally aeceptcounting
principles) excluding gains (or losses) from saléslepreciable real estate and extraordinary itgghss depreciation and
amortization, plus future income taxes and aftgustichent for equity accounted for entities, and oontrolling interests.

FFO provides another useful measure of LakevieweHBEIT's performance as FFO excludes the effecteal estate
amortization and gains and losses from sales dfestate, all of which are based on historical @zstounting and which
may be of limited significance in evaluating cutr@erformance. Management believes that such asuneas useful in
comparison of operating performance between peraoaswith other REITs. FFO, for the three monthdesl June 30,
2008, was $825,530 compared to $583,519 for theegaemniod in 2007 and for the six months ended BMhHe2008 was
$1,977,212 compared to $2,597,898 for the samegeari2007.

Adjusted funds from operation (AFFO) has a furtadjustment to funds from operations by taking iatgount the impact
of capital requirements for Lakeview Hotel REIT dadtalculated by deducting the contribution to tbserve account from
FFO. Adjusted funds from operations increased 18366 from $384,033 for the three months endee B0, 2007 to
$542,399 for the three months ended June 30, 2008lacreased by $782,061 from $2,188,501 for thensinths ended
June 30, 2007 to $1,406,440 for the six months @ddee 30, 2008.

At June 30, 2008 Lakeview Hotel REIT had cash ardhtdeposits of $2,533,443 and a balance in thervesfund of
$1,571,344. This cash balance and term depostsudficient to meet Lakeview Hotel REIT’s foreskleaworking capital
requirements. The funds in the reserve accouhb@ilised for maintenance expenditures at the $otel

Future expansion of Lakeview Hotel REIT will bedirced through the cash and term deposits on haadaising of capital
by the sale of units, the issuance of convertileleeshtures, senior secured debentures, throughaddimortgage financing
and through credit facilities the REIT has avaitatd it.

The table below reconciles net (loss) to cash pexliby operating activities for the three and sbnths ended June 30,
2008 and 2007.
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Three months ended Six months ended

June 30 June 30
2008 2007 2008 2007
Net (loss) for the period (706,166) (1,637,239  (963,780) (468,362)
Add charges (deduct credits) to operations notireqgua current cast
payment
Amortization of income properties 1,522,152 1,016,596 2,939,962 1,889,914
Amortization of franchise fees, licenses, & pre4uipg costs 11,617 4,949 23,938 9,899
Compensation costs of unit options - 304,500 - 304,500
Income from Lakeview Flag Licensing General Pathigr (156,913) (114,737) (318,298) (233,253)
Accretion on debt component of convertible debezgur 189,198 64,054 354,807 106,090
Future income tax expense (recovery) - 1,184,100 (4,000) 1,184,100
Accretion of mortgages 51,005 29,146 101,043 53,475
Accretion of debentures 38,462 - 39,481 -
Decretion of mortgages receivable 2,296 - 2,296 -
951,651 851,369 2,175,449 2,846,363
Net change in non-cash working capital balancegead|to operations (1,598,746) (447,496) (1,475,756) (539,793)
Cash provided by (used in) operating activities (647,095) 403,873 699,693 2,306,570

CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES

Cash (used in) operating activities was $(647,085)he three months ended June 30, 2008 whiclredsed from $403,873
cash provided by operating activities in the thmnths ended June 30, 2007. The decrease in cagillgd by operating
activities is due to a $185,813 increase in theres fund, an $804,250 increase in prepaid experses a $550,851
reduction in accounts payable and accrued liadliti

CASH USED IN INVESTING ACTIVITIES
In 2008 cash was used to purchase the Four PoyntShieraton Prince George hotel for a total cashsidenation of
$10,028,181. Cash was also used for renovatioheapital additions to hotels.

Cash was also used to fund a mezzanine loan amargen the amount of $4,000,000 with an indepenhtetel developer
and its related parties for a number of hotelsiitigh Columbia and Alberta. The mortgages redaliwaarn interest at 12%
per annum compounded and payable monthly. Payroéiterest only are received on the mortgagdse frincipal is due
no later than the maturity of the mortgages whibn the third anniversary of the date upon whighlast advance under
the loan was made.

Lakeview Hotel REIT has been granted the optiopurchase three hotel properties from the borroweeny time prior to
the later of (a) the second anniversary of the datehich the last advance of mortgage funds wademmder the loan to the
owners or (b) the date the mortgages are repafdllibby the owners. The purchase price for thediaand hotel business
upon exercise of the option will range from $119,@0 $130,000 per room/suite in the hotels. Thelpase price will be
reduced by any amounts owing to Lakeview Hotel RIByTthe owners under the mortgages for each hatathpsed
pursuant to the options. The hotels will be liezhand operated as Lakeview Inn & Suites and ilpaying license fees to
Lakeview Flag Licensing General Partnership. EffecJanuary 1, 2009 management fees will be pmaidakeview Flag
Management General Partnership.

Lakeview Hotel REIT made a further advance of $0,000 on August 1, 2008.

In 2007 cash was used to purchase three hotebs tioial cash consideration of $45,492,961 anddoovations to existing
hotels.

CASH PROVIDED BY FINANCING ACTIVITIES
During 2008 cash provided by financing activitieaswaised from the proceeds from the issuance 16586 secured
debentures of $9,394,879 (net of financing costs).

In 2007 cash provided by financing activities wased through the proceeds from mortgages of $82)60 and proceeds
from the sale of 6.5% convertible debentures of $24,545 (net of cost of raising that capital).
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Effective September 1, 2005 the Trustees approwethage in the distribution policy from quarterligtdbutions of $0.05
per unit to monthly distributions. Lakeview HofREIT paid monthly distributions of $0.03 per urat April 30, 2006.
Effective for the May 31, 2006 distribution paymethe Trustees approved an increase in the regutarthly cash
distribution from $0.03 to $0.0333 per unit. Effee for the Unitholders of record on November 2006 and the
distribution payable on December 29, 2006 the Bestpproved a further increase in the monthlyilligton from $0.0333
per unit to $0.0367 per unit.

The following table reconciles cash provided byragiag activities to distributable income:

Three months ended Six months ended
June 30 June 30
2008 2007 2008 2007
Cash provided by (used in) operating activities (647,095) 403,873 699,693 2,306,570

Add (Deduct)
Net change in non-cash working capital balancestedlto 1,598,746 447,496 1,475,756 539,793
operations

Distributions from Lakeview Flag Licensing Gene 154,840 129,850 299,390 215,600
Partnership

1,106,491 981,219 2,474,839 3,061,963

Deduct:
Contribution to reserve fund (283,131) (199,486) (570,772) (409,397)
Distributable Income 823,360 781,733 1,904,067 2,652,566

For the three months ended June 30, 2007 distisitof $2,035,738 have been paid to the Class ‘#itholders and
distributions of $55,050 have been paid to the & unitholders (exchangeable units). For the¢hmonths ended June
30, 2008, distributions of $2,066,710 have beed fmthe Class “A” unitholders and distributions$&5,050 have been paid
to the Class “E” unitholders (exchangeable units).

For the six months ended June 30, 2007 distribstioh$3,998,435 have been paid to the Class “Athahilers and
distributions of $110,067 have been paid to thes€I&” unitholders (exchangeable units). For fixensonths ended June
30, 2008, distributions of $4,133,223 have been paithe Class “A” unitholders and distributions$i10,100 have been
paid to the Class “E” unitholders (exchangeablésyni

The following chart illustrates the cash providgddperating activities and distributable incomet thakeview Hotel REIT
has generated relative to cash distributions paithitholders since the inception of the Trust®2 to the current period.

Six months ended Year ended December 31 Period ended Cumulative
June 30, 2008 2007 2006 2005 Dec. 31, 2004(1) since inception

Cash provided by operating 699,693 $6,425,653 $5,416,638 (51,513) 158,248 482749
activities
Distributable income 1,904,067 5,480,891 5,031,211 895,282 9,334 137820,
Cash distributions paid 4,243,323 8,351,676 3,955,176 880,125 176,250 654560
Cash provided by operatin (3,543,630) (1,926,023) 1,461,462 (931,638) (18,002  (4,957,831)
activities in excess of (les
than) cash distributions
Distributable income in  (2,339,256) (2,870,785) 1,076,035 15,157 (166,916)  (4,285,765)

excess of (less than) ca:
distributions

(1) For the period from February 11, 2004 to Decendi, 2004
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Although there are fluctuations in both distribuéaimcome and cash provided by operating actividecompared to cash
distributions for the comparative periods, the lta@sh shortage from inception of Lakeview HotelIREo the current
period is $4,957,831 when cash distributions amapared to cash provided by operating activities $4@®85,765 when

cash distributions are compared to distributabderne.

The shortage of cash provided by operating aatiwvitind distributable income as compared to caghbdions has been
funded through the financing activities of Lakeviédotel REIT specifically from mortgage proceeds dhd raising of
capital. The main reason for the shortfall relates cyclical downturn in natural gas drilling iadly in 2007 and 2008
which impacted many of the hotels owned by Lakevidotel REIT including new properties acquired bykéeew Hotel
REIT. These properties were expected to openstiting occupancies but instead will take time feupancies to ramp up

to anticipated levels.

Total Revenue

Net Income (loss) Before Future Income Tax Expenses
Basic and diluted income before tax per unit

Total Assets

Total Long-term Liabilities

Distribution declared per unit

Three months ended Six months ended

June 30 June 30
2008 2007 2008 2007
9,694,467 6,616,648 19,149,579 13,638,111
(706,166) (453,139) (967,780) 715,738
(0.037) (0.024) (0.050) 0.038
165,686,769 142,443,84 165,686,769 142,443,846
112,251,513 81,947,637 112,251,513 81,947,637
0.11 0.11 0.22 0.22

Increases in total revenues, assets, and longliggbitities have occurred from the previous yeae doi the acquisition of two
hotels subsequent to June 30, 2007. Declinestitnneme are primarily related to lower occupandieshe Alberta and
northern British Columbia hotels due to the slowvdan drilling activity for oil and gas in 2007 a2®08.
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SUMMARY OF QUARTERLY RESULTS

0Q2-08 Q1-08 Q4-07 Q3-07 Q2-07 Q1-07 0Q4-06 0Q3-06

Hospitality Revenue

Rooms 8,321,629 7,962,210 7,125,694  $8,241,740 $5,400,495,803,919 $5,279,122  $5,113,349

Food, Beverage & 939,012 1,104,736 1,144,371 1,097,119 950,650 942,6 855,735 190,667

Gift Shop

Other 433,826 388,166 396,211 373,456 265,502 274,933 , 7883 291,467
Total Revenue 9,694,467 9,455,112 8,666,276 9,712,315 6,616,648 ,0217463 6,498,614 5,595,483
Expenses 10,400,633 9,716,726 9,232,691 8,871,227 7,069,785,852,586 5,641,277 4,374,853
Net Income (Loss) before (706,166) (261,614) (566,415) 841,088 (453,139) 68877 857,337 1,220,630
future income tax
expense
Basic and Diluted (0.037) (0.014) (0.029) 0.044 (0.024) 0.064 0.058 126
Income (Loss) before
Tax per unit
Future Income Tax - 4,000 435,100 15,000 (1,184,100) - - -
(Expense) Recovery
Net Income (Loss) (706,166)  (257,614)  (131,315) 856,088  (1,637,239),168,877 857,337 1,220,630
Basic and Diluted (0.037) (0.013) (0.007) 0.044 (0.086) 0.064 0.058 126
Income (Loss) per Unit
Occupancy Percentdde 59.89% 62.46% 58.56% 67.06% 55.54% 66.78% 71.08%  .4580
Average Room Rafe $120.20 $115.98 $113.46 $117.49 $110.26 $111.77 7.$30 $106.97
RevPaf! $71.97 $72.44 $66.44 $78.80 $61.24 $74.63 $76.58  6.088
Note (1):

Occupancy percentage, average room rate and Reaf@anot recognized under GAAP and the method we
use in calculating these numbers may not be conppeute other companies. They should not be used as
an alternative to net earnings (loss) determineddoordance with GAAP as an indicator of performanc
These numbers can be used to supplement othemafimn presented in understanding the performance
of our hotels in a historical perspective.

Lakeview Hotel REIT has been anticipating strongieerating results in 2008 than in 2007 attributablpart to improving
natural gas prices which are expected to lead dre@sed drilling activity and demand for accommiiast It has been
expected that the stronger results would occur gmilynin the second half of 2008 and going forwaekeview Hotel REIT
is anticipating stronger results from its propertie northeastern British Columbia and the excishgle gas developments
in the region. The Lakeview Inn & Suites Fort Neswill benefit from ongoing development of shaksdinds in the Horn
River Basin. Lakeview Hotel REIT is also highlwéraged to the Montney shale formation with hoteisied in Fort St.
John and Chetwynd and with options to purchaseddotel umbler Ridge and Hudson'’s Hope. All hotiel®r proximate to
the Montney shale formation are expected to beffrefih the labour intensive activities surroundihg trecovery of shale
gases.

While stronger results are anticipated, LakevieW @ontinue to focus on prudent fiscal managementtlie benefit of its
Unitholders. Lakeview Hotel REIT has also takegpstto both balance its portfolio and to reduceriie associated with
the ramping up of new properties. These stepsldhead to more stable operating results going fwdy The REIT's latest
acquisitions in Calgary and Slave Lake, AlbertaPiince George, British Columbia; and in Ottawata@o have reduced its
overall dependence on gas drilling activity. WHilekeview Hotel REIT remains confident in and conted to markets
benefiting from gas drilling activities, portfolibalancing will help stabilize cash flow in the evef any future cyclical
downturn in such activity.
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Lakeview Hotel REIT’'s mezzanine loan program hasrbstructured to provide the REIT with a pipelifenew hotels to
acquire without exposing the REIT to ramping ujsitypically associated with the acquisition of riegtels.

Lakeview Hotel REIT does not anticipate any chartgets distribution policy in 2008.

Lakeview REIT recorded the following transactionthwelated parties during the three months endee 30, 2008:

1. Marketing expenses in the amount of $93,984 weaeged by Lakeview Management Inc. to Lakeview HREIT for
the three months ended June 30, 2008. The magkexpense is currently calculated at 1.5% of reewenue of the
hotel and is paid on a monthly basis.

Accounting fees in the amount of $131,167 weregdd by Lakeview Management Inc. to Lakeview H&REIT for
the three months ended June 30, 2008. The famiatpd based on an annual fee of $30,000 per tfetels subject to
annual increases related to changes in the conspiieerindex in the province where each hotel tated) owned by
Lakeview Hotel REIT during the year.

Reservation fees in the amount of $93,809 weregelsbby Lakeview Management Inc. to Lakeview H&REIT for the
three months ended June 30, 2008. The reserviaiois charged at 1.5% of room revenue, which ples/ifor access
by Lakeview Hotel REIT to the reservation systemntaned by Lakeview Management Inc.

Accrued payables as at June 30, 2008 relatectalibve charges including the asset managemewefee$159,360.

2. License fees for the three months ended June 3@ @@re charged by Lakeview Flag Licensing Genaatnership to
Lakeview Hotel REIT in the amount of $250,461 ofieth51% or $127,735 is paid to Lakeview Managenteat The
license fees are charged based on 4% of gross meaenue for the period. Lakeview Hotel REIT ha®&odnterest in
Lakeview Flag Licensing General Partnership andelvadsv Management Inc. has a 51% interest.

At June 30, 2008 accrued payables related to theealvere $101,220, which amount was subsequeniy pa

3. Management fees for the three months ended Jun@0®®B were charged by Lakeview Flag Management @Géne
Partnership to Lakeview Hotel REIT in the amount$db2,296 of which 75% or $339,222 was paid to hake
Management Inc. The management fees are charged ba 5% of gross revenue for limited servicelb@ead 4% for
full service hotels. Lakeview Hotel REIT and Lakewi Management Inc. each has a 50% interest in dékeuview Flag
Management General Partnership, however, Lakevieemdgement Inc receives 75% of the fees less expersd
Lakeview Hotel REIT receives 25% of the fees leqeases.

At June 30, 2008 accrued payables related toltbeeawere $128,216. This amount was subsequeaitly p

4. A movie rental fee in the amount of $53,457 wasgbd by Free to Guest Movies Ltd. to Lakeview HREIT for the
three months ended June 30, 2008. Free to GuegieMatd. is a company related to Lakeview Managaniec.
through common control.

5. XYZ Design Inc. is a company that is related to édkw Management Inc. due to control by relatedigsr The
services of this company are used to provide desigisultation and professional services with resfecenovations of
purchased hotels. For the three months ended3r2008 a total of $15,452 is payable to XYZ Dadigc. for those
services.

6. Services Agreement:

Lakeview Hotel REIT has entered into a serviceeagent (the “Services Agreement”) with Lakeview ldigement
Inc. Pursuant to that agreement, Lakeview Managerinc. provides the services of certain of itsiseofficers to
Lakeview Hotel REIT. Specifically, Lakeview Manamgent Inc. provides the services of its President, K&ith Levit,
its Executive Vice-President, Mr. Laurie Etkin, i@hief Financial Officer, Mr. Rudy Beyer, and itsc¥-President
Finance, Mr. Avrum Senensky. Mr. Levit serves akdview Hotel REIT's President, Mr. Etkin servesLagkeview
Hotel REIT’s Executive Vice-President, Mr. Beyenss as Lakeview Hotel REIT’'s Chief Financial Offic and Mr.
Senensky serves in various capacities includingnfiral analyst and investor relations. Each haseagto devote the
amount of time necessary to the proper manageni¢mikeview Hotel REIT.
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Effective October 1, 2006, Lakeview Management began charging an asset management fee base8%ro0the
net book value of Income Properties. The fee id pwnthly on the last day of every month and isdabon the net
book value of Income Properties at the end of tlegipus month. Asset management fees for the thmghs ended
June 30, 2008 were charged in the amount of $108,10

The Services Agreement provides that Lakeview Man@ent Inc.’s remuneration may only be varied atdiscretion
of the Governance and Compensation Committee of thstees. Lakeview Management Inc. also providdseview
Hotel REIT with support services consisting of agrtaccounting and human resource services, offizEce and
equipment use and the necessary clerical and ageafgtersonnel for the administration of the deygay activities of
Lakeview Hotel REIT. The initial term of the Sexgs Agreement is five years, expiring on April 2809.

7. Hotel Management Agreements

Pursuant to the Property Management Agreement MiekeManagement Inc. and Lakeview Hotel REIT jgintianage
the Lakeview Hotel REIT hotels through the LakeviElag Management General Partnership. Lakeviewdgament
G.P. Il Inc. (a wholly owned subsidiary of LakevieManagement Inc.) receives an allocation of Lakevigag
Management General Partnership’s income equivateatmanagement fee of 3.75% of gross annual regfoar each
limited service hotel and 3% of gross annual reesrfor each full service hotel (less the sharepplieable Lakeview
Flag Management General Partnership expenses).evieai Hotel REIT receives an equivalent of 1.25%godss
annual revenue for limited service hotels and 1%rots annual revenue for full service hotels. evédw Management
Inc. is initially paid $30,000.00 per hotel for acmting services subject to annual increases tklatehanges in the
consumer price index in the province each hotkidated in.

The management fees charged by the Lakeview Flagalyement General Partnership and the accountsgcfearged
by Lakeview Management Inc. include all serviceshsas Managerial Services, Pre-opening and Initialning and
Accounting Services. The joint management stractsirdesigned to ultimately provide Lakeview HAREIT with an
ongoing source of management fee revenue andgerdsakeview Hotel REIT’s requirements for emplayaad office
space. The initial term of each individual Hotehhbhgement Agreement is 50 years.

8. License Agreements

Pursuant to the License Agreements, Lakeview Mamage Inc. and Lakeview Hotel REIT jointly licenser@in hotel
properties through Lakeview Flag Licensing GenBaitnership. An individual license agreement heenbentered into
with each of the Lakeview branded hotels owned akedview Hotel REIT. Income is also earned throtighpayment
of a license fee equal to 4% of gross room revdthe “Continuing License Fee”) received from th#dwing hotels
which are owned by Lakeview Management Inc. andl@ated as follows: (i) Lakeview Inn & Suites -ri&imichi,
New Brunswick, (i) Lakeview Inn & Suites - BrandoManitoba, (iii) Lakeview Inn & Suites - Bathurdiew
Brunswick, (iv) Lakeview Inn & Suites - Halifax, Na Scotia, (v) Lakeview Inn & Suites - Grand Forkgrth Dakota.
In addition a license fee of 4% of room revenueharged from the date any hotel becomes or is ctet/do a
Lakeview Inn & Suites.

In addition to the 4% Continuing License Fee, theense Agreements provide for the payment by LakewHotel
REIT to Lakeview Management Inc. of a reservatiea équal to 1.5% of gross room revenue which pesvidr access
of the hotels to the online reservation system taaied and provided by Lakeview Management Inc.

The License Agreements also provide that each\iekebranded hotel in Lakeview Hotel REIT will payMarketing
Fee equal to 1.5% of gross room revenue whichbeilused by Lakeview Management Inc. for all expgmsekating to
the advertising, marketing and promotion of Lakewvlens & Suites and Lakeview Resorts including baot limited to
production costs, costs to purchase media timespade, publications costs, costs for national gioral directories of
Lakeview Inn & Suites and Lakeview Resorts, satarieng distance telephone charges, travel cofise supplies and
other administrative costs. The term of each Lseeigreement is 50 years.

All transactions are in the normal course of op)ens and are recorded at exchange value.

Effective August 1, 2008 Lakeview Hotel REIT acguirthe Days Inn Ottawa Airport hotel located ina@h, Ontario for
total consideration of $10,500,000 plus closinguatipents. The cash consideration for this purcheese financed by a
vendor take back mortgage, proceeds received fnenPte Approved Line of Credit plus working capital
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Lakeview Hotel REIT has entered into various commeitts for an estimated $500,000 of renovationshéo Liakeview
Signature Inn — Calgary. As part of these cos¥Z Xesign Inc. is charging a design fee of 4% aa#tdview Management
Inc. is charging a development fee of 5%.

Effective August 6, 2008 Lakeview Hotel REIT issud2b,500 options to purchase Lakeview Hotel RElisuto the senior
management and executives of the Trust. The optom exercisable for a period of five years ergifhugust 1, 2013 at an
exercise price of $3.50.

Effective August 1, 2008, the Board of Trustees tnedCompensation and Governance Committee of LAIR&dolved that
the compensation payable to the Independent TmsteeHREIT for services rendered to or on beh&dlEHREIT would
include an annual retainer of $12,000, payabletqusrin advance, Committee Chair Retainer of $2,p@r year, payable
quarterly in advance, a meeting fee of $1,000 pEar& or Committee meeting if in person; payabléwiB0 days of each
such meeting and $500 per Board or Committee ngeétimther than in person, payable within 30 dayseach such
meeting; and that the compensation payable to tleview Trustee of LHREIT for services renderedtamn behalf of
LHREIT would be by way of the issuance of optiofishee REIT in an amount equal to the monetary campton paid to
the Independent Trustees of the REIT based ontanated fair value of the options using the Bladh@&es option pricing
model.

Note 1 to Lakeview Hotel REIT’s unaudited consadlédh financial statements for the three months enhleg 30, 2008
summarizes Lakeview Hotel REIT’s significant acctiog policies.

CAPITAL DISCLOSURES AND FINANCIAL INSTRUMENTS - PRE SENTATION AND
DISCLOSURE

The CICA issued three new accounting standards:ctid®e 1535, “Capital Disclosures”; Section 3862,in&ncial
Instruments — Disclosures”; and Section 3863, “Rai@ Instruments — Presentation”. These new stalsxdhave been
adopted by Lakeview Hotel REIT effective JanuarQ8.

Section 1535 establishes disclosure requiremerdstan entity’s capital and how it is managed. Pphepose is to enable
users of the financial statements to evaluate itiey&s objectives, policies and processes for ngamg capital.

Sections 3862 and 3863 replaced Section 3861, riEiah Instruments — Disclosure and PresentatiorVising and
enhancing its disclosure requirements, and carryorgiard the presentation requirements. These segtions place
increased emphasis on disclosures about the naturextent of risk arising from financial instruneand how the entity
manages those risks.

FUTURE CHANGES TO CANADIAN GAAP
International Financial Reporting Standards (“IFRS”

In 2005, the AcSB announced that the accountingdstals in Canada are to converge with IFRS. Omuaep 13, 2008, the
CICA had confirmed that the use of IFRS will beuiegd by January 1, 2011, with appropriate compagadata from the
prior year. Under IFRS, the primary audience ipiteh markets and as a result, there is signifigamore disclosure
required, specifically for quarterly reporting. rkher, while IFRS uses a conceptual framework sintib Canadian GAAP,
there are significant differences in accountingigyothat must be addressed. While Lakeview HotBITRhas begun
assessing the adoption of IFRS for 2011, the filgmmpact of the transition to IFRS cannot be oxably estimated at this
time.

The primary first mortgage lender of Lakeview HdR&IT, namely GE Capital Solutions, has providéete-Approved Line
of Credit (PAL) up to a value of $5,780,000 withrieais properties taken as security. The pre-apaidwe bears interest at
the Canadian Dollar Banker's Acceptance rate pisfloating per annum. The loan term is five yeamsa demand basis
and the payments are interest only and paid monthAf/at June 30, 2008, $5,780,000 was availableadrEIT through the
PAL. On July 31, 2008, $4,200,000 of the availdbfd was used to purchase the Days Inn hotel inv@it®ntario.

At June 30, 2008 Lakeview Hotel REIT had a reséuwel of $1,571,344 made up as follows:

Reserve Fund December 31, 2007 $1,237,214
Contributions during the first six months of 2008 570,772
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Distributions during the first six months of 2008 (236,642)
$1,571,344

It is expected that the reserve fund plus the migrbntribution of 4% of monthly room revenue ftvetFredericton hotel,
and the monthly contribution of 3% of monthly roaavenue for all other hotels will be sufficient fisnd maintenance
expenditures required for the year for these hotéls new hotels are acquired the need for maimemaxpenditures is
assessed and quantified.

Under two offerings the Lakeview Hotel REIT issug4,500,000 of Series A 10% subordinate convertitdbentures on
April 15, 2004 and issued an additional $1,500,608eries B 9% subordinate convertible debenturelay 30, 2005. As
at June 30, 2008, $4,223,000 of the Series A dabenwere converted at a price of $2.50 into 1,889 Class A units and
$175,000 of the Series A debentures were convettadorice of $3.00 into 58,331 Class A units. wdl, $1,460,000 of the
Series B debentures issued May 30, 2005 were cuvet a price of $2.90 resulting in the issuantB03,430 Class A
Units of Lakeview Hotel REIT.

On June 20, 2007, under a public offering, Lakevidetel REIT issued $18,000,000 of Series C subatdirtonvertible
redeemable debentures bearing interest at 6.5%rimgton June 30, 2012. The Series C debenturescameertible by the
holder at any time after the date of issue at $p&5aunit.

On March 28, 2008 Lakeview Hotel REIT, through &lpuoffering issued $10,250,000 Series A Seniaused Debentures
(the “Debentures”). The debentures mature on 2002012 and bear interest at an annual rate @68clpayable monthly,
in cash, with the first payment occurring on A@B0, 2008. The debentures are redeemable in futh fiime to time at
Lakeview Hotel REIT’s sole option on not less ti&hdays’ prior written notice, at a price to eqiaD% of the principal
amount plus accrued and unpaid interest up togxeltding the date of redemption.

On May 8, 2008 under a public offering, LakeviewteldREIT issued $10,000,000 of Series D ConvertiBedeemable
Subordinated Debentures. The debentures beaesntar 8.5%, mature May 31, 2013, and are subdsdomay to property
specific conventional mortgage financing, any ventike-back mortgage financing and the Series Aid8eBecured
debentures issued March 28, 2008. The debentueesoavertible by the holder at any time prior tatunity at $3.75 per
unit. On maturity the debentures are repayablegaatplus any accrued and unpaid interest in c&sbm May 8, 2008 to
June 30, 2008 $20,000 of the debentures were cigalvat a price of $3.75 into 5,333 Class A units.

On March 29, 2007 the Minister of Finance tablethim House of Commons a Bill that contained legjstato implement a
previously announced proposal concerning the tamatif certain publicly traded trusts including ino® trusts. The Bill
would apply to publicly traded trusts which existador to November 1, 2006 commencing with taxatj@ars in 2011.
There are certain circumstances where an existirgg iay lose the tax relief in the interim peridigore 2011. This may
occur at this time if a trust undergoes expansieyohd prescribed limits. Lakeview Hotel REIT has plans to expand
beyond those prescribed limits.

The Bill contemplates that a REIT which carries@anadian hotel operations such as Lakeview HotéT R&ll not be a
Qualifying REIT but would be considered a “spedfiavestment flow-through trust or partnership (B13". As a “SIFT”
certain distributions will not be deductible in cpating the “SIFT’s” taxable income and these esitivill be, in effect,
taxed as corporations on the amount of the non-atéde distributions.

On June 22, 2007, Bill C-52 was substantially esdathich will result in a 27.2% tax to be applieddistributions for
Lakeview Hotel REIT in the 2011 taxation year. @sesult of this bill Lakeview Hotel REIT was rerpd to record future

income tax expense and its future tax liabilitfhe future income tax adjustment represents Laketdetel REIT’s taxable
temporary differences which are expected to revaitee 2010.

As at June 30, 2008 Lakeview Hotel REIT had no stidsed Off-Balance Sheet Arrangements.

Lakeview Hotel REIT has focused its effort in thébérta and northern British Columbia markets. Ehetmarkets have
previously benefited from strong demand for hotelms from the oil and gas sectors and from a shemdroom supply.
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The performance of Lakeview Hotel REIT has been mnag continue to be affected by new room supplyiognmto the
Alberta and northern BC markets. New room supply had a dampening affect on hotel occupancy anBde

The performance of Lakeview Hotel REIT may be intpddyy lower commodity prices which may resultéduced levels
of drilling and exploration work in Alberta and tloern British Columbia. A general slow down in #t@nomy may have a
similar impact on Lakeview Hotel REIT.

Lakeview Hotel REIT is operating in a tight labomarket in Alberta and northern British Columbia.heTdifficulty in
retaining qualified hotel staff could potentiallppact on the results of the REIT.

Additional information on the risks and uncertagstiare described under “Risk Factors” in LakeviestedHREIT’s Annual
Information Form dated April 28, 2008 which is dahle at www.sedar.com.

This Management Discussion and Analysis may corftaiward-looking statements including those in @wtlook section
which reflect our expectations regarding the futgrewth, results of operations, performance andness prospects, and
opportunities of the Lakeview Hotel REIT. Suchviard-looking statements reflect our current beliefisl are based on
information currently available to us. Forward#om statements involve significant risks and utaieties. A number of
factors could cause actual results to differ maligrirom results discussed in the forward-lookstgtements, including the
effects, as well as changes in national and logsingss conditions, levels of travel in hotel madeeas, political conditions
and events, competitive pressures and changes \erigoent policy or regulations. Although the forddooking
statements contained in this MD&A are based on wimtelieve to be reasonable assumptions, we cassore readers
that actual results will be consistent with thessvard-looking statements.

Additional information relating to Lakeview HoteBRT, including all public filings, is available atww.sedar.com.
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