
 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

2006 Third Quarter  
Report to Unitholders  

for the nine month period ended September 30, 2006



 

Table of Contents 
               
 

 
Organizational Structure 1   
 
Letter to Unitholders 2   
    
Management’s Discussion and Analysis 4   

Notice of No Auditor Review 20   

Consolidated Interim Financial Statements 

 Consolidated interim balance sheets 21 

 Consolidated interim statements of unitholders’ equity 22 

 Consolidated interim statements of operations 23 

 Consolidated interim statements of cash flows 24 

 Notes to consolidated interim financial statements 25  

 

 
 
 



Gamehost Income Fund – 2006 3rd Quarter Report 

 
Page 1  

Organizational Structure   
               

 

 The Fund 

Gamehost Income Fund (the “Fund”) is an unincorporated open-ended limited purpose trust established 
under the laws of the Province of Alberta and is governed by a trust agreement dated April 9, 2003 (the 
“Fund Agreement”). 

 The Trust 

Gamehost Trust (the "Trust") is an unincorporated open-ended limited purpose trust established under the 
laws of the Province of Alberta and is governed by a trust agreement dated April 10, 2003 (the “Trust 
Agreement”). All of the issued and outstanding units of the Trust are owned by the Fund. The trustees of 
the Trust are the trustees of the Fund. 

The Limited Partnership 

Gamehost Limited Partnership (the "Limited Partnership") is a limited partnership formed under the laws of 
the Province of Alberta.  The Limited Partnership owns the assets and business operations of the Fund.  
These assets were acquired from Service Plus Hospitality Ltd., Will Inns Ltd. and Boomtown Casino Ltd. 
pursuant to a Plan of Arrangement (the “Plan of Arrangement”) under the Business Corporations Act 
(Alberta) (the “ABCA”).  The Limited Partnership began operations of the Fund effective June 1, 2003. 

The Manager 

The general partner of the Limited Partnership is Gamehost Management Inc. (the “Manager”).  Pursuant 
to a management agreement (the "Management Agreement") between the Fund and the Manager, the 
administration and management of the Fund was delegated to the Manager. 

Units 

An unlimited number of Fund Units and Special Voting Units may be created and issued pursuant to the 
Fund Agreement.  The Limited Partnership is authorized to issue unlimited numbers of both Class A units 
(“A Units”) and Class B Limited Partnership units (“B Units”).  The A Units are held by, and can only be 
issued to, the Trust.   All B Units are held by the remaining partners of the Limited Partnership.  There are 
3,591,051 A Units and 3,444,800 B Units of the Limited Partnership issued and outstanding.  B Units are 
exchangeable, on a one-for-one basis, for Fund Units.  Holders of Fund Units and holders of B Units have 
equal voting rights. 

Overview              
               
 

The Fund’s activities are currently confined to the Province of Alberta, Canada.  Operations include the 
Boomtown Casino in Ft. McMurray, the Great Northern Casino in Grande Prairie and Service Plus Inns & 
Suites (“Service Plus”), a limited service hotel, also located in Grande Prairie.  As a complement to the 
hotel, the Fund owns a retail complex (the “Strip Mall”) that leases space to separate liquor store, pub and 
full service restaurant operations.  The Fund is also a 40% joint venture partner in Deerfoot Inn & Casino 
Inc., (the “Deerfoot Joint Venture”), that opened Deerfoot Inn & Casino in Calgary on November 21, 2005.  
 
Management believes in a combined entertainment and hospitality model.  The model targets the 
entertainment seeker and social occasional gamer.  Clean, inviting venues that deliver live entertainment, 
lounging and dining, rest and relaxation together with gaming are situated in community based locales.   
 
It is the intent and practice of the Fund to distribute taxable income of the Fund to unitholders by way of 
cash distributions on a monthly basis.  
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To our Unitholders  
               
 

The Trustees and management of Gamehost Income Fund are pleased to present interim results for the 
nine months ended September, 2006 (the “Period”) and three months ended September, 2006 (the 
“Quarter”). 
 

Total Quarterly Revenue
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Revenue generated during the Quarter 
produced a twelfth consecutive quarter of 
growth for the Fund.  Deerfoot Inn & 
Casino and the hotel segment in general 
exceeded management expectations 
driving these favourable results.  
Additional slot machines at Boomtown 
Casino also contributed to positive 
results. 

 
 

Operating Results 
 
Revenues for the Quarter of $12.7 million are up $1.0 million or 9.0% from Q2 2006 and $5.2 million or 
68.7% from Q3 2005.  Adjusted to Same Store, revenue comparisons for the same time periods report 
increases of $429 thousand or 5.2% versus the previous quarter and $1.2 million or 16.4% versus the 
same quarter one year earlier.   
 
EBITDA of $6.2 million for the Quarter represents a record for the Fund as well.  EBITDA in the Quarter 
increased $634 thousand or 11.4% from Q2 2006 and $1.9 million or 45.8% from Q3 2005.  Adjusted to 
Same Store, EBITDA comparisons for the same time periods report increases of $124 thousand or 2.7% 
versus the prior quarter and $343 thousand or 7.9% versus the same quarter one year earlier.  
 
EBITDA margins increased to 48.8% for the Quarter, a 1.1% rise from those in Q2 2006.  Compared to 
Q3 2005 EBITDA margins are lower by 7.7% due to the dilutive effect of lower margins produced by the 
startup Deerfoot Joint Venture.  Adjusting quarterly EBITDA margins to Same Store figures results in a 
Quarter over quarter reduction of 1.3% and a year over year reduction of 4.2% in quarterly margins.  
Same Store EBITDA margin reductions are a reflection of higher operating costs in general, but also 
some significant spending on refurbishment projects at our Grande Prairie, Alberta properties.  Removing 
the effect of this refurbishment spending on Same Store properties results in Quarter over Quarter and 
year over year EBITDA margin reductions of 0.3% and 2.5% respectively. 
 
Net earnings generated by the Fund totaled 74.8¢ per unit during the Quarter up 9.5¢ from the previous 
quarter results of 65.3¢ and up 17.8¢ from Q3 2005 results of 57.0¢. On a Same Store basis, net 
earnings per unit of 61.0¢ were 2.4¢ higher than Q2 2006 earnings per unit of 58.7¢ and 2.5¢ higher than 
Q3 2005 earnings per unit of 58.5¢.  
  
Operations 
 
Q3 results were buoyed by a very strong September which included five weekends of gaming operations 
at the Fund’s casinos.  Hotel and casino properties benefited from strong tourist traffic throughout the 
summer months. With the exception of Great Northern Casino all operating divisions produced record 
revenues during the Quarter. 
 
Occupancy levels held steady to higher at Service Plus Inns & Suites in Grande Prairie.  This, combined 
with recent rate increases, produced the highest ever quarterly revenues produced by the property.  
Occupancy levels continued to rise steadily through the Quarter at Deerfoot Inn and are on pace to well 
surpass our expectation for the first year of operations.  The strong Alberta economy has allowed for a 
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room rate increase at Deerfoot as well.  The positive effects of this rate change will be realized slowly as 
existing corporate contracts are renewed. 
 
A number of refurbishment projects on our Grande Prairie properties were undertaken during the Quarter 
to keep the properties fresh.  Lower operating margins this Quarter reflect these refurbishments. 
        
Cash Generated 
 
For the Quarter, the Fund generated $0.836 per unit in cash earnings compared to $0.737 per unit during 
the previous quarter.  This equates to an additional 9.9¢ per unit or 13.4% increase Quarter over quarter.  
Year over year, quarterly cash earnings per unit are up 23.3¢ or 31.6%. 
 
The Fund paid out 54% of all cash generated during the Quarter and for the Period has paid out 54% of 
all cash generated.  Regular monthly per unit distributions of 15.0¢ were made throughout the Quarter.  
Most recently, in October, Trustees declared a 15.0¢ distribution for the month of October 2006 payable 
in November 2006.  Surplus cash was used to reduce revolving loan debt during the Quarter.  
 
Coming Up 
 
We are excited about heading into the final quarter of the year and in particular for the prospects of the 
Deerfoot Joint Venture.  Q4 2006 includes the first full banquet season at the Deerfoot Joint Venture 
following a year of promoting the property to the community.  Completion of Q4 will provide the missing 
piece of the puzzle to more fully understanding the Calgary market place and complete the baseline for 
ongoing measurement.  We are also anticipating the expansion of the Boomtown Casino to begin to 
reveal its potential as the energy sector in the North moves into the traditionally high activity fall and 
winter months. 
 
 
Weather wise we have enjoyed one of the finest Alberta summers of recollection.  Business wise it has 
been much the same.  To our patrons, staff and unit holders, thank you for your support. 
 
    
October 27, 2006 
 
 
 
Sincerely, 
 
 

      
   

David J. Will      Darcy J. Will 
President and Chief Executive Officer   Vice President 
Gamehost Management Inc.    Gamehost Management Inc. 
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Management’s Discussion and Analysis for the nine month period ended September 30, 2006  
               

 
This discussion should be read in conjunction with the reported financial results for Gamehost Income 
Fund (the “Fund”) for the nine month period ended September 30, 2006 (the “Period”) and three month 
period ended September 30, 2006 (the “Quarter”).  Consolidated interim financial statements for the Period 
and Quarter have been prepared by management in accordance with Canadian generally accepted 
accounting principles (GAAP).   
 
Discussion focuses on year over year comparative results for the Quarter and comparison of the Quarter to 
results in the immediately preceding quarter.  Readers are directed to management discussion and 
analysis contained in earlier reports for specific results of previous quarters. 
 
 

Caution to the Reader       
                                               

  
Interim Period, Quarter and comparative figures contained in this management discussion and analysis 
have not been independently audited or reviewed by the Fund’s external auditors except where indicated 
 
This management discussion and analysis may make reference to earnings before interest, taxes, 
depreciation and amortization (“EBITDA”).  EBITDA is a non-GAAP measure and is provided for 
information only.  EBITDA calculations should not be relied upon as a sole measure of performance.  
 
Distributable Cash is a non-GAAP measure and its application and interpretation vary widely.  References 
to distributable cash may be found throughout this management discussion and analysis.  The reader 
should be aware that any measurements of distributable cash found within may not be comparable to 
those made in management discussion and analysis of other companies. 
 
This management discussion and analysis uses the term “Same Store” for the purpose of providing 
additional and separate comparative results which exclude the impact of the Fund’s investment in Deerfoot 
Inn & Casino.  Results from the start of operations of Deerfoot Inn & Casino (the “Deerfoot Joint Venture”) 
have had a significant impact on over all operating results during the Period and Quarter for which there is 
no reasonably comparable data from the prior year. 
 
This management discussion and analysis may contain forward-looking statements.  Forward-looking 
statements may contain words such as “anticipates”, “believes”, “could”, “expects”, “indicates”, “plans” or 
other similar expressions that suggest future outcomes or events.  Use of these statements reflect 
reasonable assumptions made on the basis of management’s current beliefs with information known by 
management at the time of writing.  Many factors could cause actual results to differ from the results 
discussed in forward-looking statements.  Actual results may not be consistent with these forward-looking 
statements. 

 
 

Disclosure Controls       
                                               

  
Disclosure controls and procedures have been designed to provide the Manager with reasonable 
assurance that material information relating to the Fund, including its consolidated subsidiaries, is made 
known to the Manager by others within those entities, particularly during the period in which the annual 
filings are being prepared. 
 
Certifying officers of the Manager have evaluated those controls and procedures and concluded that they 
are operating effectively.  All material information relating to the Fund and its consolidated subsidiaries has 
been made known to the Manager during the preparation of the annual financial statements and that 
information has been included in the reported results for the Period. 
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Quarterly Performance Summary       
                 

Quarterly Performance 2006 2005 2004 

  Q3 Q2 Q1 Q4 3 Q3 2 Q2 Q1 Q4 
Total revenue $12,673 $11,624 $11,512 $9,374 $7,514 $7,150 $7,048 $6,745 
Expenses $6,486 $6,071 $5,930 $5,063 $3,270 $3,092 $3,163 $3,216 
EBITDA $6,186 $5,553 $5,581 $4,311 $4,244 $4,059 $3,885 $3,529 
EBITDA % 48.8% 47.8% 48.5% 46.0% 56.5% 56.8% 55.1% 52.3% 
             
Net earnings $5,264 $4,593 $4,708 $3,858 $4,009 $3,824 $3,650 $3,268 
Net earnings per unit 1  $0.748 $0.653 $0.669 $0.548 $0.570 $0.543 $0.519 $0.464 

          
Adjusted to same store 2006 2005 2004 

  Q3 Q2 Q1 Q4 3 Q3 2 Q2 Q1 Q4 
Total revenue $8,748 $8,319 $8,541 $7,984 $7,514     
Expenses $4,054 $3,749 $3,703 $3,542 $3,162       
EBITDA $4,695 $4,571 $4,838 $4,443 $4,352     
EBITDA % 53.7% 54.9% 56.6% 55.6% 57.9%     
             
Net earnings $4,294 $4,129 $4,467 $4,180 $4,117       
earnings per unit 1  $0.610 $0.587 $0.635 $0.594 $0.585     
(in thousands of dollars unless stated otherwise)      
1 Basic and fully diluted 
2 Deerfoot Joint Venture begins incurring operational expenses 
3 Deerfoot Joint Venture opens Nov 21, 2005 
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Revenues       
                  

 
 

Total Revenue 
 
For the twelfth consecutive quarter the Fund achieved overall revenue growth.  Year over year gains are 
dramatic due to the contribution made by the Fund’s interest in the Deerfoot Joint Venture which began 
operations November 21, 2005.  With the exception of Great Northern Casino all properties achieved 
record revenues.  
 

Total Revenue Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
  35,808.5 21,711.6 64.9% 12,673.0 7,513.6 68.7% 11,624.0 9.0% 

          
Adjusted to Same Store Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
  25,608.1 21,711.6 17.9% 8,748.3 7,513.6 16.4% 8,319.1 5.2% 

(in thousands of dollars unless stated otherwise)      

 
 
Hotel Rooming Revenue 

 
Hotel Rooming includes both guest and meeting room sales at hotels.  Occupancy and Average Daily 
Rate (“ADR”) are calculated on guest room sales only. 

 
Hotel - Rooming Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 Rooming 5,485.3 2,865.6 91.4% 2,116.0 1,012.0 109.1% 1,719.2 23.1% 
 Occupancy 80.1% 83.8% (3.7%) 87.7% 88.2% (0.5%) 76.4% 11.3% 
 Average Rate $124.22 $102.53 21.2% $130.45 $102.74 27.0% $121.90 7.0% 

          
Adjusted to Same Store Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 Rooming 3,573.5 2,865.6 24.7% 1,268.7 1,012.0 25.4% 1,124.2 12.9% 
 Occupancy 91.4% 83.8% 7.6% 91.7% 88.2% 3.5% 87.8% 4.0% 
 Average Rate $115.73 $102.53 12.9% $121.52 $102.74 18.3% $113.65 6.9% 

(in thousands of dollars unless stated otherwise)      

 
Occupancy rates at the Deerfoot Joint Venture continued a steady climb through the summer months and 
pushed into the mid eighty percent range in September.  The City of Calgary hosted the annual 
Stampede and Exhibition in July which also allowed for a temporary increase in room rates.  Room rates 
were increased permanently in September on strong demand in the south Calgary area. 
 
Occupancy levels remained in the 90% range throughout the Quarter at Service Plus.  In anticipation of 
increased demand in the fall and winter months and to offset higher operating costs, rates were 
increased in August 2006. 
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Table Game Revenue  
 

Table play and revenue sharing is regulated in Alberta by the Alberta Gaming and Liquor Commission.  In 
general terms, Drop is the total amount of money bet by players at most table games.  Hold is the amount 
won from the drop at each table.  Hold as a percentage of the drop will fluctuate.  The hold is shared in 
varying percentages between charities and the casino operator dependant on the size and location of the 
casino.  The game of Poker has a pot rather than a drop.  The pot is the total amount anted and bet by 
players at a poker table.  Rake is the total amount of the pot that is retained by the table and is usually a 
flat fee for each hand played.  Rake is shared 25%/75% by the charity and casino operator respectively.  
Financial statements of the Fund report only the net table win being the operator’s portion of the hold or 
rake.   

 
Table Games Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 All Others 4,250.4 2,839.3 49.7% 1,365.3 927.4 47.2% 1,304.5 4.7% 
 Poker 664.1 250.9 164.7% 234.6 67.6 247.0% 222.9 5.2% 

 Caribbean Stud 180.2 164.1 9.8% 57.2 48.5 18.0% 61.0 (6.1%) 

  5,094.7 3,254.3 56.6% 1,657.2 1,043.5 58.8% 1,588.4 4.3% 

          
Adjusted to Same Store Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 All Others 2,746.5 2,839.3 (3.3%) 830.4 927.4 (10.5%) 795.5 4.4% 
 Poker 260.6 250.9 3.8% 87.2 67.6 29.0% 89.3 (2.4%) 

 Caribbean Stud 148.5 164.1 (9.5%) 44.9 48.5 (7.4%) 50.6 (11.2%) 

  3,155.6 3,254.3 (3.0%) 962.5 1,043.5 (7.8%) 935.4 2.9% 

(in thousands of dollars unless stated otherwise)      

 
Table play has grown on average 5% per quarter at the Deerfoot Joint Venture.  Combined hold and rake 
percentages maintained a favourable average in excess of 23% during the Quarter continuing a string of 
moderate quarterly gains over the Period.   
 
Table results at Boomtown and Great Northern Casinos have been more erratic.  Table activity at these 
Same Store properties show no clear pattern of improvement or decline over the Period.  Combined hold 
and rake percentages have also experienced fluctuations, but maintaining levels always in excess of 
20%.  For the Quarter, table drop at Same Store properties was markedly higher than Q2 2006 by $800 
thousand offsetting a reduction in average combined hold/rake percentage of 2% to 20.2% over the 
Quarter.  Instability in dealer staffing is a factor in fluctuating revenues. 

 
Tables (# of) at the end of Q3 at the end of Q3 vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 All Others 34.6 25.0 9.6 34.6 25.0 9.6 34.6 0.0 
 Poker 9.2 5.0 4.2 9.2 5.0 4.2 9.2 0.0 

 Caribbean Stud 2.4 2.0 0.4 2.4 2.0 0.4 2.4 0.0 

  46.2 32.0 14.2 46.2 32.0 14.2 46.2 0.0 
           
Adjusted to Same Store at the end of Q3 at the end of Q3 vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 All Others 23.0 25.0 (2.0) 23.0 25.0 (2.0)  23.0 0.0 
 Poker 6.0 5.0 1.0 6.0 5.0 1.0  6.0 0.0 

 Caribbean Stud 2.0 2.0 0.0 2.0 2.0 0.0  2.0 0.0 

  31.0 32.0 (1.0) 31.0 32.0 (1.0)  31.0 0.0 
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Slot Machine Revenue 
 

In Alberta, slot machine odds are regulated by the Alberta Gaming and Liquor Commission (the “AGLC”).  
The revenue sharing arrangement for amounts won by the slot machines is also set by the AGLC.  Under 
the current arrangement casino operators, charities and the provincial government share the machine win 
on a 15/15/70 split respectively.  Slot machine revenue, therefore, is determined by the above 
arrangements as well as the numbers of hours the machines operate and how much money is played on 
the machines (‘Drop’) during hours of operation. 

 
Slot Machine Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 Revenue 15,071.0 10040.7 50.1% 5,302.2 3570.9 48.5% 5,046.1 5.1% 

 Machines 1 1,035 594        441 1,035 594        441  1,031             4 

          
Adjusted to Same Store Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 Revenue 12,230.0 10040.7 21.8% 4,207.9 3570.9 17.8% 4,107.9 2.4% 

 Machines 1 795 594        201 795 594        201  791             4 

(in thousands of dollars unless stated otherwise)      
1 At the end of the Period or Quarter        

 
Slot activity and win statistics continued their steady climb though the Quarter at the Deerfoot Joint 
Venture.  Since the beginning of the Period machine Drop and win statistics have averaged 4.5% growth 
monthly. 

 
Same Store slot revenue increases 2.4% over the previous quarter on strength from Boomtown Casino.  
Great Northern Casino received 4 additional slot machines in September 2006 bringing their total to 396 
just 3 short of the maximum allowed for a medium casino.   

 
Food & Beverage (“F&B”) Revenue 

 
The Fund earns F&B revenue under numerous arrangements.  The Deerfoot Joint Venture is the Fund’s 
only property that owns and operates the entire F&B operations on premises.  Each of our Same Store 
properties have individual operating arrangements that combine Fund owned and operated liquor sales 
and food sales with 3rd party arrangements for food and concession services. 
 

F&B Revenue Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 Food & mix 2,203.9 568.2 287.9% 745.7 196.7 279.1% 729.6 2.2% 
 Liquor 4,862.6 2,995.8 62.3% 1,729.7 1,011.8 71.0% 1,528.3 13.2% 

  7,066.5 3,564.0 98.3% 2,475.5 1,208.5 104.8% 2,257.9 9.6% 

          
Adjusted to Same Store Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 Food & mix 687.4 568.2 21.0% 228.9 196.7 16.4% 218.9 4.6% 
 Liquor 3,721.9 2,995.8 24.2% 1,327.7 1,011.8 31.2% 1,177.8 12.7% 

  4,409.3 3,564.0 23.7% 1,556.6 1,208.5 28.8% 1,396.7 11.4% 

(in thousands of dollars unless stated otherwise)      

 
Both the Deerfoot Joint Venture and Same Store properties posted strong revenue gains in F&B 
revenues during the Quarter.  Price increases on many products have been received with little adverse 
reaction.  Live entertainment offerings during the Quarter can be credited with the large gains in liquor 
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sales.  Management continues to search for entertainment artists that have the largest influence on F&B 
and gaming revenues. 

 
F&B Margins Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 Food & mix 46.0% 12.4% 33.6% 47.7% 13.1% 34.6% 47.4% 0.2% 
 Liquor 75.8% 72.2% 3.6% 77.0% 72.4% 4.6% 75.4% 1.6% 

 Total 66.5% 62.7% 3.8% 68.2% 62.7% 5.5% 66.4% 0.1% 

          
Adjusted to Same Store Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 Food & mix 11.4% 12.4% (1.0%) 11.2% 13.1% (1.9%) 12.2% (1.0%) 
 Liquor 75.2% 72.2% 3.0% 76.9% 72.4% 4.5% 74.8% 2.1% 

 Total 65.2% 62.7% 2.5% 67.2% 62.7% 4.5% 65.0% 0.3% 

(in thousands of dollars unless stated otherwise)      

 
The influence of recent price increases continues to improve margin comparatives year over year. 
 

 
Lease and Rental Revenue 
 

Lease and rental revenue includes three leases in the Strip Mall in Grande Prairie as well as lease and 
rental revenues generated within the casinos from 3rd party providers of on premises food services.  Small 
amounts of audio visual equipment rentals for meeting rooms are also included. 
 

Lease & Rental Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 Total 236.8 222.0 6.7% 83.8 73.5 13.9% 76.3 9.7% 

          
Adjusted to Same Store Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 Total 230.4 222.0 3.8% 78.7 73.5 7.1% 75.8 3.9% 

(in thousands of dollars unless stated otherwise)      
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Other Revenue 
 

Other revenue includes automated teller machine (“ATM”) fees, lottery ticket sales, movie rentals, 
cigarette sales, ticket revenue, interest revenue and other miscellaneous service revenues at casinos and 
hotels.   

 
Other Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 Total 2,854.3 1,764.9 61.7% 1,038.3 605.2 71.6% 936.0 10.9% 

          
Adjusted to Same Store Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 Total 2,009.3 1,764.9 13.8% 673.8 605.2 11.3% 679.1 (0.8%) 

(in thousands of dollars unless stated otherwise)      

 
Retail banking agreements were renegotiated during the Quarter resulting in higher interest revenues on 
cash deposits for Deerfoot.  Ticket sales, ATM fees and cigarette sales were other major contributors to 
revenue increases at Deerfoot during the Quarter.   
 
Lower revenues compared to Q2 2006 at Same Store properties is due to repayments on the Limited 
Partnership term loan resulting in less interest earned on cash deposits.  
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Expenses 
                  
 
 
Total Expenses 

 
Total Expenses Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 Total 21,243.3 10,229.0 107.7% 7,408.6 3,504.5 111.4% 7,031.2 5.4% 

 % of Revenues 59.3% 47.1% 12.2% 58.5% 46.6% 11.8% 60.5% (2.0%) 

          
Adjusted to Same Store Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 Total 12,718.0 10,229.0 24.3% 4,453.8 3,504.5 27.1% 4,190.2 6.3% 

 % of Revenues 49.7% 47.1% 2.6% 50.9% 46.6% 4.3% 50.4% 0.5% 

(in thousands of dollars unless stated otherwise)      

 
Economies of scale are beginning to manifest in lower expense ratios for Deerfoot.  This is evidenced by 
reductions in this measurement from Q2 2006 on strong revenue gains over the Quarter. 
 
Overall expense ratios for Same Store properties held relatively steady during the Quarter on solid 
revenue gains.  Year over year, however, this ratio has slipped on higher utility costs, wage increases 
and property taxes.  A number of capital maintenance projects also contributed to the higher expense 
ratios for the Quarter and Period. 

 
 

Human Resources 
 
General administrative salaries, trustee and management fees, benefit costs, payroll taxes and other 
miscellaneous human resource related costs are all combined under this heading. 

 
Human Resources Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 Operations 8,309.1 3,920.0 112.0% 2,869.3 1,293.1 121.9% 2,786.2 3.0% 
 General admin 347.1 390.8 (11.2%) 140.7 178.0 (21.0%) 108.3 29.9% 
 Trustee fees 113.8 122.8 (7.4%) 41.8 32.0 30.5% 33.3 25.6% 
 Management fees 562.4 243.0 131.5% 179.1 93.0 92.6% 219.2 (18.3%) 
  Total 9,332.4 4,676.6 99.6% 3,230.8 1,596.1 102.4% 3,147.0 2.7% 

 % of Revenues 26.1% 21.5% 4.5% 25.5% 21.2% 4.3% 27.1% (1.6%) 

          
Adjusted to Same Store Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 Total 5,516.7 4,576.3 20.5% 1,904.8 1,511.1 26.1% 1,858.4 2.5% 

 % of Revenues 21.5% 21.1% 0.5% 21.8% 20.1% 1.7% 22.3% (0.6%) 

(in thousands of dollars unless stated otherwise)      

 
The Deerfoot Joint Venture continues to manage labour costs to more efficient levels.  As a result, overall 
labour costs as a percentage of revenue continue to fall.   
 
Measured on a Same Store basis human resource costs remain relatively flat compared to the previous 
quarter with higher wages being offset by lower staffing levels.  In some areas this is by design, in others 
it is a current condition of the tight labour market.  Management staff step in when needed to fill 
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immediate staffing needs and existing part time workers continue to pick up extra shifts maintaining 
staffing at required levels. 
 
 

Marketing and Promotions 
 

Marketing and promotions include all donations, sponsorships and complementary services offered at 
facilities in addition to sales and advertising expenses. 

 
Marketing Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 Total 1,059.1 516.0 105.2% 364.9 186.8 95.3% 397.3 (8.2%) 

 % of Revenues 3.0% 2.4% 0.6% 2.9% 2.5% 0.4% 3.4% (0.5%) 

          
Adjusted to Same Store Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 Total 508.8 501.3 1.5% 167.3 178.1 (6.1%) 198.2 (15.6%) 

 % of Revenues 2.0% 2.3% (0.3%) 1.9% 2.4% (0.5%) 2.4% (0.5%) 

(in thousands of dollars unless stated otherwise)      

 
During the Quarter the Deerfoot Joint Venture introduced a loyalty program.  Loyalty membership at 
Deerfoot has quickly surpassed 11,000 members.  The high response rate has caused management to 
revise upward the potential for the program.  Ultimately these loyalty programs will allow a more targeted 
approach to our marketing efforts resulting is a higher success ratio at lower cost. 
 
Loyalty programs at our Same Store properties are also in various stages of roll out. Otherwise, strong 
general demand continues to provide opportunity at our Same Store Properties to scale back previously 
used mass marketing expenditures. 
 
 

Operating Costs  
 
Some of the more significant expenditures in this classification include entertainers, premises leases, 
repairs & maintenance, utilities and operating supplies. 

 
Operating Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 Total 4,121.5 2,175.7 89.4% 1,550.9 763.5 103.1% 1,254.6 23.6% 

 % of Revenues 11.5% 10.0% 1.5% 12.2% 10.2% 2.1% 10.8% 1.4% 

          
Adjusted to Same Store Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 Total 2,829.3 2,168.9 30.5% 1,082.4 758.9 42.6% 854.1 26.7% 

 % of Revenues 11.0% 10.0% 1.1% 12.4% 10.1% 2.3% 10.3% 2.1% 

(in thousands of dollars unless stated otherwise)      

 
Electricity costs, entertainment and custodial expenses were all substantially higher during the Quarter 
versus Q2 2006 for the Deerfoot Joint Venture.  Electricity rates continue to be unpredictable with wide 
swings in metered rates.  Also, bigger name entertainers were presented at the property during the 
Quarter especially throughout the ten days of the Calgary Exhibition & Stampede.  Custodial costs have 
risen sharply due to arrangements made with contract cleaners to assist in-house cleaning staff during 
times of peak demand. 
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Same Store properties experienced the same spike in electricity rates during the Quarter.  In addition, a 
combined $353 thousand was spent by Great Northern Casino and Service Plus hotel in Grande Prairie 
to completed refurbishment projects during the Period.  $237 thousand of this spending occurred in the 
Quarter.  Boomtown Casino crossed an annual revenue threshold during September requiring an 
additional lease payment based on percentage of revenue.  Annual revenue is measured from November 
1 to October 31 each year.  As a result there will be one more month where the percentage rent is 
factored in before the measurement base is reset to zero. 

 
 

General and Administrative  
 
General and administrative expenditures include professional fees, insurance, property and business 
taxes, corporate travel and other lesser expenses. 
 

General & admin Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 Total 1,371.3 737.6 85.9% 463.4 241.8 91.6% 438.8 5.6% 

 % of Revenues 3.8% 3.4% 0.4% 3.7% 3.2% 0.4% 3.8% (0.1%) 

          
Adjusted to Same Store Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 Total 1,028.5 715.8 43.7% 355.8 232.3 53.1% 319.5 11.4% 

 % of Revenues 4.0% 3.3% 0.7% 4.1% 3.1% 1.0% 3.8% 0.2% 

(in thousands of dollars unless stated otherwise)      

 
Increased travel expenses during the Quarter and renewed insurance at higher replacement costs for 
constructed assets are the most significant explanations for increased general and administrative 
expenses. 
 
 

Depreciation and Amortization 
 
Depreciation and amortization based on working assets at scheduled depreciation rates is expensed 
evenly over the fiscal year for reporting purposes. 

  
Amortizations Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 Total 1,807.3 705.1 156.3% 619.4 235.0 163.6% 594.4 4.2% 

 % of Revenues 5.0% 3.2% 1.8% 4.9% 3.1% 1.8% 5.1% (0.2%) 

          
Adjusted to Same Store Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 Total 740.4 705.1 5.0% 252.3 235.0 7.4% 244.0 3.4% 

 % of Revenues 2.9% 3.2% (0.4%) 2.9% 3.1% (0.2%) 2.9% (0.0%) 

(in thousands of dollars unless stated otherwise)      

 
Quarterly depreciation on Deerfoot assets have been adjusted for small additions made in the prior 
quarter.   
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Interest 
 
Interest includes amounts paid or accrued as expense on debt instruments for the purpose of financing 
working capital and expansion projects. 

 
Interest Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 Total 947.8 0.0 100% 302.7 0.0 100% 365.4 (17.2%) 

 % of Revenues 3.7% 0.0% 3.7% 2.4% 0.0% 2.4% 3.1% (0.8%) 

(in thousands of dollars unless stated otherwise)      

 
Total interest expense includes the Fund’s Participating Interest of amounts on a $24.0 million term loan 
used to finance construction of the Deerfoot Joint Venture assets.  In addition to the Deerfoot Joint Venture 
loan, the Fund also incurs interest on a $9.0 million term loan taken by the Limited Partnership for the 
purpose of financing its Contributing Interest in the capital costs and working capital of the Deerfoot Joint 
Venture.   
 
During the Quarter the Deerfoot Loan was restructured to split off a $2.0 million revolving portion.  This 
revolving portion was paid down in full.  Terms of the $9.0 million Limited Partnership term loan allow for 
repayment without penalty and drawdown on any non-extended amounts.  During the Quarter the Fund 
reduced the outstanding balance of this loan by $2.48 million to $5.52 million.  Both actions served to lower 
interest expenses during the Quarter. 



Gamehost Income Fund – 2006 3rd Quarter Report 

 
Page 15  

Facilities       
                  

 
 

Capital Expenditures Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 Maintenance 545.9 73.6 641.7% 210.8 15.1 1295.9% 122.9 71.5% 
 Expansion 1,210.8 7,646.1 (84.2%) 0.0 2,813.9 (100.0%) 478.4 (100.0%) 

    1,756.7 7,719.7 (77.2%) 210.8 2,829.0 (92.5%) 601.3 (64.9%) 

          
Adjusted to Same Store Q3 (nine months) Q3 (three months) vs. previous quarter 

  2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
 Maintenance 508.2 73.6 590.5% 240.8 15.1 1494.6% 122.9 95.9% 
 Expansion 1,233.1 304.6 304.8% 0.0 219.4 -100.0% 643.8 (100.0%) 
  1,741.3 378.2 360.4% 240.8 234.5 2.7% 766.7 (68.6%) 
(in thousands of dollars unless stated otherwise)      

  
Cost adjustments on the Deerfoot Joint Venture project resulted in an overall reduction to the total cost of 
the project.   These adjustments were realized over the Period. 
 
Capital maintenance spending for the Period includes approximately $353 thousand in funds used to 
refurbish portions of the Service Plus and Great Northern Casino properties.  These projects were 
completed during the Quarter.  
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Financial Condition       
               
 
 
Liquidity and Capital Resources 

 
Fund assets totaled $92.9 million at the end of the Period, an increase of $517 thousand from the start of 
the year.  Cash and cash equivalents increased $330 thousand during the Period.  These minor 
increases reflect aggressive debt reduction and an increase in the regular monthly distribution from $0.12 
per unit to $0.15 per unit at the end of Q1 2006. 
 
$5.52 million remains outstanding on the original $9.0 million term loan taken by the Limited Partnership 
with Canadian Western Bank (“CWB”).  During the Quarter the Fund paid down $2.48 million on this debt 
instrument.  The loan remains secured by the Fund’s casino and hotel assets in Grande Prairie.  Interest 
on this revolving term loan floats at 1.5% above the CWB prime lending rate.  The loan will mature in May 
of 2007.  
 
The Deerfoot Joint Venture has a $24.0 million loan facility from CWB originally placed to finance 
construction of the joint venture project.  In March 2006 the debt was converted to a term loan bearing 
interest at 6.53%.  Payments amortized over fifteen years commenced at the end of March 2006.  During 
the Quarter the loan was restructured to allow up to $2.0 million in revolving advance payments without 
penalty.  Interest on this portion of the loan floats at CWB prime plus 1.0%.  The full $2.0 million on this 
revolving portion was paid down during the Quarter.  The Fund is responsible for its 40% Participating 
Interest in this loan. 
 
The Fund is required by the Alberta Gaming and Liquor Commission to maintain a Minimum Continuing 
Net Working Capital Position (“MCNWCP”) to support its gaming operations.  Revolving loan amounts 
and lines of credit are considered working capital for MCNWCP. 
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Distributable Cash 
 

The Fund’s mandate is to make consistent monthly cash payments to unitholders based on 
management’s projections of the year’s distributable cash.  Distributable cash is defined as net income 
determined in accordance with Canadian GAAP, subject to certain adjustments as set out in the 
Declaration of Trust, including: 
 
a) adding the following items: amortization on property, plant & equipment, future income tax expense 

and losses on dispositions of assets; and 
 

b) deducting the following items: future income tax credits, gains on dispositions of assets and capital 
maintenance expenditures. 

 
Other adjustments may be made to distributable cash as determined by a majority of the Trustees in their 
discretion.  It is the intention of the Fund trustees to distribute sufficient income from the Fund so that the 
Fund will not have any liability for tax under Part I of the Income Tax Act. 
 
Gamehost Income Fund paid monthly distributions of $0.15 per unit for each month during the Quarter.  
Trustees also declared a regular monthly distribution of $0.15 per unit for the month of October 2006. 
Declared monthly distributions are paid on or about the 15th of the month following declaration.   

 

Summary of Distributable Cash Q3 (nine months) Q3 (three months) 
previous 
quarter 

   2006 2005 2006 2005 Q2 2006 
            
Net earnings for the Period   $  14,565,218  $  11,482,599  $     5,264,344  $  4,009,067   $    4,592,738 
Add:          

 
Amortization of property, plant 
and equipment 

  
1,807,343 

  
705,100            619,448 

   
235,034  

  
594,416 

Cash generated  $  16,372,561  $  12,187,699  $     5,883,792  $  4,244,101   $    5,187,154 

Cash generated/unit  $           2.327  $           1.732  $            0.836  $         0.603   $           0.737 

            

Distributions declared   $    8,865,172  $    7,598,719  $     3,166,133  $  2,532,906   $    3,166,133 

Distributions declared/unit  $           1.260  $           1.080  $            0.450  $         0.360   $           0.450 

Payout ratio 54.1% 62.3% 53.8% 59.7% 61.0% 

        
Cash generated in excess of 
distributions  $    7,507,388  $    4,588,980  $     2,717,659  $  1,711,195   $    2,021,021 
Cash generated in excess of 
distributions/unit  $           1.067  $           0.652  $            0.386  $         0.243   $           0.287 

Less:          

 
Capital expenditures from 
operating earnings 1        1,756,717           529,660            210,782         289,722          690,502 

 Debt principal payments 2           222,917                       -              97,572              92,945 

Cash surplus for the Period  $    5,527,754  $    4,059,320  $     2,409,305  $  1,421,473   $    1,237,574 

Cash surplus for the Period/unit  $           0.786  $          0.577  $            0.342  $         0.202   $           0.176 

       
  

 
1  The Fund defines capital maintenance as those amounts eligible as a capital expenditure under GAAP 
for the purpose of maintaining or enhancing existing facilities in their current form.  Capital maintenance 
expenditures are normally, but not necessarily, paid for with cash generated by operations.  Capital 
expansion expenditures, on the other hand, are defined by the Fund as amounts eligible as capital 



Gamehost Income Fund – 2006 3rd Quarter Report 

 
Page 18  

expenditures as per GAAP for the purpose of adding new or expanding existing facilities.  Normally, but not 
always, capital expansion expenditures will be financed by debt or other non-operating means.  
Management and/or Trustees of the Fund have in the past and may in future elect to use cash generated 
from operations for the purpose of capital expansion where this is in the best interest of the Fund.  The 
table below illustrates the allocation of capital expenditure spending for 2006. 
 

Capital Expenditure Spending Q1 2006 Q2 2006 Q3 2006 YTD 2006 

By method of funding     
 Paid from operating cash flow 855,433 690,502 210,782  1,756,717 
 Financed by debt                       -                       -                       -                        - 
 Total capital expenditure           855,433           690,502           210,782         1,756,717 
      
By type     
 Maintenance             38,910           296,187           210,782            545,878 
 Expansion           816,523           394,315                       -         1,210,839 
 Total capital expenditure           855,433           690,502           210,782         1,756,717 

 

2 Debt principal payments include only scheduled repayments on amortized loans.  Repayments of any 
revolving loan amounts are excluded as these funds remain available for discretionary use.  Repayments 
of any revolving loan amounts has been for the sole purpose of reducing short term interest costs and 
maximizing funds available for possible distribution or other such purposes at the discretion of 
management and/or Trustees.  
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Business Risks and Outlook 
               
 

The Alberta economy is projected to out pace growth in the rest of the country for the balance of 2006 and 
though 2007.  Gamehost properties are very well positioned to benefit from factors created by the strong 
economy such as increased business travel, immigration to the province and growth in disposable income. 
 
The City of Calgary amended an earlier decision to implement a city wide new smoking bylaw January 1, 
2007.  As a result of the amendment casinos will be exempt from the new bylaw until January 2008. 
 
Historical results for Q4 have typically seen an upswing in activity at Same Store casinos.  We expect this 
to hold true for the Deerfoot Joint Venture as well.  In addition, the Deerfoot Joint Venture should benefit 
from a strong Christmas banquet season. 
  
We expect the Boomtown Casino to begin showing its true potential from the recent expansion.  As we 
head into the fall and winter months energy sector activity typically experiences an upturn from the summer 
months.  This should translate into higher activity at the casino as well. 
  
Executive management is keeping watchful for any potential investments that would fit within the Funds 
hospitality/gaming mandate including investments to augment the potential of existing assets. 
 
On October 31, 2006 the Hon. Jim Flaherty, Federal Finance Minister, announced details of a proposed 
Federal Conservative “Tax Fairness Plan”.  The plan outlines changes to the way income trusts would be 
taxed.  The plan is currently just a proposal and has not yet been passed by the House of Commons.  
Management and Trustees of the Fund are currently taking a wait and see approach to the proposal as fine 
details of the proposed plan have not been communicated.  Once it is clear if and how enacted changes 
will affect the Fund management will explore all possible options in response.  
 
 
 
 
 
November 7, 2006 
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Notice of No Auditor Review 
               
 

The accompanying unaudited consolidated interim financial statements of the Fund have been prepared 
by management in accordance with Canadian generally accepted accounting principles.  Management 
accepts sole responsibility for the material correctness of reported results. 
 
Readers are cautioned that these financial statements have not been independently audited or reviewed 
by the Fund’s external auditors. 
 
Readers should also understand that these unaudited consolidated interim financial statements should be 
read in conjunction with the Fund’s audited consolidated financial statements for the year ended 
December 31, 2005.  
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Gamehost Income Fund - Consolidated Balance Sheets 
(Un-audited)       
    Audited 
    September 30, 2006  December 31, 2005 
     
Assets     
Current assets:     

   Cash and cash equivalents   $                 8,857,610   $                 8,528,002 
   Accounts receivable                         881,928                         854,230 
   Current portion of Notes Receivable 28,075                           26,450 
   Inventories  227,928                         227,889 
   Prepaid expenses  584,887                         359,906 

  10,580,428                      9,996,477 
     
Notes receivable  66,185                           87,464 
Property, plant & equipment  36,194,547  36,240,215 
Licenses  3,500,000                      3,500,000 
Goodwill  42,579,216                    42,579,216 
   $               92,920,376   $               92,403,372 
Liabilities and unitholder equity     
Current liabilities:     
      Accounts payable and accrued liabilities  $                 2,191,580   $                 3,393,501  
      Term loan(s) (Note 4 and 9)  14,064,683  14,092,035 
      Due to related parties (Notes 5 and 9)  19,515                           35,481  
      Unitholder distributions payable  1,055,378  4,995,454 
  17,331,156  22,516,471 
Class B limited partnership units  38,151,743  35,358,688 
  55,482,899  57,875,159 
Unitholders' equity  37,437,477  34,528,213 
       
   $               92,920,376   $               92,403,372 
     
see accompanying notes to consolidated financial statements   
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Gamehost Income Fund - Consolidated Statements of Unitholders' Equity 
(Un-audited)       

 
nine months ended 

September 30 
three months ended 

September 30 

 2006 2005  2006 2005 
  

Balance at the beginning of the 
period $   34,528,213  $ 30,517,095  $  36,366,565   $ 35,214,739 
  
Class "B" Limited Partnership 
Units converted to Class "A" Units 

 
- 

 
3,565,162 - -

  

Net income  
 

7,433,988 5,558,439 2,686,885 2,046,200
  
Distributions to unitholders  (4,524,724) (3,672,535) (1,615,973) (1,292,778)
  
Balance at the end of the period   $    37,437,477  $ 35,968,161  $  37,437,477   $ 35,968,161 
  

      
See accompanying notes to financial statements 
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Gamehost Income Fund - Consolidated Statements of Operations 
(Un-audited)          
       

  
nine months ended  

September 30  
three months ended   

September 30 
  2006 2005  2006 2005 
Revenue      
 Hotel - rooming  $     5,485,273  $     2,865,649   $       2,115,999   $     1,011,969 
 Table games 5,094,701 3,254,383  1,657,162  1,043,509 
 Slot machines 15,070,952 10,040,671  5,302,230  3,570,912 
 Food & beverage services 7,066,459 3,563,991  2,475,474  1,208,474 
 Lease and rental 236,847 221,984  83,755  73,517 
 Other 2,854,270 1,764,902  1,038,337  605,230 
  35,808,502 21,711,580  12,672,957  7,513,611 
Expenses      
 Cost of goods sold 2,603,819 1,418,128  876,406  481,321 
 Human resources 9,332,422 4,676,499  3,230,840  1,596,065 
 Marketing and promotions 1,059,057 516,002  364,922  186,820 
 Operating 4,121,521 2,175,668  1,550,878  763,485 

 
Corporate and general 
administration 1,371,308 737,584  463,433  241,819 

  18,488,127 9,523,881  6,486,479  3,269,510 
Earnings before amortization, interest 
and income allocation to Class B 
Limited Partners 17,320,375 12,187,699  6,186,478  4,244,101 
       
Amortization 1,807,343 705,101  619,448 235,035 
       
Interest charges 947,815 -  302,687 - 
       
Income allocation to Class B Limited 
Partners 7,131,229 5,924,160  2,577,458 1,962,866 
           
Net income  $     7,433,988  $     5,558,438   $       2,686,885   $     2,046,200 
       
Earnings per unit      
 Weighted average and fully diluted  $            2.070  $            1.632   $              0.748   $            0.570 
       
See accompanying notes to financial statements 
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Gamehost Income Fund - Consolidated Statements of Cash Flows 
(Un-audited)          
       

  
 nine months ended 

September 30   
 three months ended  

September 30  
  2006 2005   2006 2005 
Cash provided by (used for) 
operations      

Net income   $     7,433,988  $     5,558,438   $       2,686,885   $    2,046,200 
Add non-cash items:      
Allocation of net income to class B 
limited partners 7,131,229 5,924,160            2,577,458  1,962,866 
Amortization of property, plant & 
equipment         1,807,343 705,101               619,448  235,035 

        16,372,560 12,187,699  5,883,791  4,244,101 

 
Net changes in non-cash working 
capital:      

Accounts receivable  (27,698) (69,965)  2,430  21,993 
Inventories  (39) (30,432)  (914) (27,453) 
Prepaid expenses  (224,981) (158,605)  247,664  190,272 
Accounts payable and accrued 

liabilities (1,201,921) (432,098)  101,682  55,632 
 14,917,921 9,526,561  6,234,653  4,484,545 

Financing      
Advances to/from related parties (15,966) 216,522  (21,579)                       - 
Net drawings(repayments) on term 
loan(s) (27,352)         8,634,376  (3,409,972) 

  
2,748,880 

Proceeds from collection of notes 
receivable              19,654 

  
18,213  6,660  6,171 

Distributions to Class B Limited 
Partners (6,269,536) (3,926,183)  (1,550,160) (1,240,127) 
Unitholder distributions  (6,535,713) (5,642,573)  (1,615,974) (1,292,778) 
 (12,828,913) (699,645)  (6,591,025) 222,146 

Investments      
Purchase of property, plant & 
equipment  (1,759,400) (7,719,671)  (317,983) (2,829,022) 
      

Increase in cash and cash 
equivalents 329,608 3,077,283  (674,355) 1,877,669 
       
Opening cash and cash equivalents  8,528,002 5,238,021            9,531,965  6,437,635 
       
Closing cash and cash equivalents   $     8,857,610  $     8,315,304   $       8,857,610   $    8,315,304 
       

      
 Supplemental cash flow information:       

Interest paid and recorded as 
expense  $        947,815  $                    -   $          302,686   $                   - 
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Notes to Consolidated Interim Financial Statements 
nine month period ended September 30, 2006 
(unaudited)                
 
 
1. Organization and Nature of Business 
 

Gamehost Income Fund (the “Fund”) is an unincorporated open-ended limited purpose trust established 
under the laws of the Province of Alberta and is governed by a trust agreement dated April 9, 2003 (the 
“Fund Agreement”). 

The Fund’s activities are currently confined to the Province of Alberta, Canada.  Operations include the 
Boomtown Casino in Ft. McMurray, the Great Northern Casino in Grande Prairie and Service Plus Inns & 
Suites (“Service Plus”), a limited service hotel, also located in Grande Prairie.  Complementing Service 
Plus, the Fund owns a retail complex (the “Strip Mall”) that leases space to third party liquor store, pub and 
full service restaurant operators.  The Fund is also a 40% joint venture partner in Deerfoot Inn & Casino 
Inc., (the “Deerfoot Joint Venture”), that opened Deerfoot Inn & Casino in Calgary on November 21, 2005.  
 
Management believes in a combined entertainment and hospitality model.  The model targets the 
entertainment seeker and social occasional gamer.  Clean, inviting venues that deliver live entertainment, 
lounging and dining, rest and relaxation together with gaming are situated in community based locales.   
 
It is the intent and practice of the Fund to distribute taxable income of the Fund to unitholders by way of 
cash distributions on a monthly basis.  

 
2. Basis of Preparation 

 
These unaudited interim consolidated financial statements of the Fund have been prepared by 
management in accordance with Canadian generally accepted accounting principles.  The unaudited 
interim consolidated financial statements should be read in conjunction with the Fund’s annual audited 
consolidated financial statements as at, and for, the year ended December 31, 2005.  The same 
accounting policies and methods as are used to prepare annual audited consolidated financial statements 
of the Fund were used to prepare these unaudited interim consolidated financial statements.   Interim 
consolidated figures include the results of the Fund, the Trust, the Limited Partnership with all its 
operating divisions and the Fund’s proportionate share of the activities of the Joint Venture.  The 
preparation of these unaudited interim consolidated financial statements requires management to make 
estimates and assumptions that affect the amounts reported in the unaudited interim consolidated 
financial statements and accompanying notes.  Actual results could differ from those estimates.  The 
unaudited interim consolidated financial statements have, in management's opinion, been properly 
prepared using careful judgment with reasonable limits of materiality. 
 
 

3. Comparative Figures 
 
Certain comparative figures have been reclassified to conform to the current method of presentation. 
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4. Term Loan 
 

The Limited Partnership Fund originally arranged for a $7.0 million term loan with Canadian Western Bank 
(“CWB”) to meet Contributing Interest obligations for construction of the Deerfoot Joint Venture.  The loan 
was subsequently increased to $9.0 million to meet additional Contributing Interest obligations resulting 
from increased costs on the Deerfoot Joint Venture project and to finance a planned expansion of 
Boomtown Casino.  Terms of the loan included a floating interest rate at 1.5% above CWB prime.  This 
rate was 7.5% at the end of the Quarter (December 31, 2005 - 6.5%).  The repayment schedule allowed for 
interest only payments to maturity of the loan in May, 2007.  With the loan fully drawn, in Q2 2006 
management negotiated revolving terms for the loan to maturity and subsequently repaid $1.0 million of the 
loan at the end of June 2006.  At the end of the Period there was $5.52 million (December 31, 2005 - $4.2 
million) outstanding.  $2.48 million was repaid during the Quarter.  Security for the loan includes; 
 
• A promissory note 
• General security agreement for first charge on Service Plus, Great Northern Casino and the Strip Mall. 
• Demand collateral mortgage first charge in the amount of $9,000,000 
• Assignment of rents and leases 
• Assignment of all risk casualty and liability insurance 

 
 
5. Related Party Transactions 
 

Related party transactions are measured at the exchange amount which is the amounts agreed to by the 
related parties.  Related party transactions are non-interest bearing with no specific terms of repayments. 

 
Gamehost Management Inc. 
 
Gamehost Management Inc. is controlled by David J. Will and Darcy J. Will.  The company has a 
management contract (the “Management Agreement”) with the Fund and is compensated based on a 
percentage of earnings before interest, income tax, depreciation and amortization (“EBITDA”). 
Management services recorded during the Period were $353,240 (2005 - $324,000). 
 
Winners Gaming Inc. 
 
Winners Gaming Inc. is controlled by Darcy J. Will, a trustee of the Fund.  During the Period, the Fund 
recorded $142,948 (2005 - $143,235) in salaries and shared head office expenses paid to Winners 
Gaming Inc. for reimbursement of expenses shared with the Fund and services provided to the Fund. 
 
Boomtown Casino Ltd. 
 
Boomtown Casino Ltd. was controlled by Darcy J. Will, a trustee of the Fund.  The company has been 
dissolved.  During the Period, the Fund recorded $nil (2005 - $882,000) in distributions on Class B 
Partnership Units. 

 
DJ Will Holdings Limited 
 
DJ Will Holdings Limited is controlled by David J. Will, a trustee of the Fund.  During the Period, the Fund 
recorded $2,731,428 (2005 - $2,431,224) in distributions on Class B Partnership Units. 
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5. Related Party Transactions (cont.) 

 
Darcy Co. Holdings Ltd. 
 
Darcy Co. Holdings Ltd. is controlled by Darcy J. Will, a trustee of the Fund.  During the Period, the Fund 
recorded distributions of $1,134,000 (2005 - $432,000) on Class B Partnership Units. 
 
Bryan & Company 
 
Tim Sebastian, a trustee of the Fund, is a former partner in the firm of Bryan & Company.  During the 
Period, the Fund expensed $8,861 (2005 - $23,791) in professional fees to Bryan & Company relating to 
compliance.   
 
Trustee Remuneration 
 
During the Period the Fund incurred $101,125 (2005 - $85,500) in fees and meeting expenses to trustees.  
The Fund increased the number of trustees from five to six in May of 2006. 
 
Deerfoot Joint Venture. 
 
The Fund’s 40% proportionate share of the Deerfoot Joint Venture’s related party transactions included in 
these financial statements are summarized separately in Note 9. 
 

 
6. Class B Limited Partnership Units 
 

No additional Class B units were authorized, issued or converted during the period.  A small valuation 
adjustment relates to a prior period. 

 
nine months ended      
September 30, 2006 

 Units   $'s  
 

Balance at the beginning of the period 3,444,800  $    35,358,688  
  
Class "B" Limited Partnership Units 
converted to Class "A" Units -

  
2,273  

  
Net income          7,131,229  
  
Distributions to unitholders   (4,340,448) 
  
Balance at the end of the period  3,444,800  $    38,151,742  
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7. Unit Holders Equity 
 

No additional Fund Units were authorized, issued or converted during the period. 
 

nine months ended      
September 30, 2006 

 Units   $'s  
 

Balance at the beginning of the period 3,591,051  $    34,528,213  
  
Net income          7,433,989  
  
Distributions to unitholders   (4,524,724) 
  
Balance at the end of the period  3,591,051  $    37,437,478  

 
 
8. Distributions to Unitholders 
 

The Fund declared distributions totaling $8,865,172 for the Period (2005 - $7,598,719).   Regular monthly 
distributions of $0.15 per unit were made in each of the months during the Quarter.  A further $0.15 per 
unit cash distribution was declared for the month of October 2006 subsequent to the end of the Period.   
 
Significant dates for these distributions are set out below.  
 
2006 Distribution Summary 
Month Date Declared Record Date Payment Date Distribution per Unit
     
January 16-Jan-06 31-Jan-06 15-Feb-05 $0.12
February 15-Feb-06 28-Feb-06 15-Mar-06 $0.12
March 14-Mar-06 31-Mar-06 17-Apr-06 $0.12
April 17-Apr-06 30-Apr-06 15-May-06 $0.15
May 15-May-06 31-May-06 15-Jun-06 $0.15
June 8-Jun-06 30-Jun-06 14-Jul-06 $0.15
July 7-Jul-06 31-Jul-06 15-Aug-06 $0.15
August 11-Aug-06 31-Aug-06 15-Sep-06 $0.15
September 11-Sep-06 30-Sep-06 16-Oct-06 $0.15
   
October 16-Oct-06 31-Oct-06 15-Nov-06 $0.15
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9. Investment in Deerfoot Joint Venture 

 
The Fund is a joint venture partner in Deerfoot Inn & Casino Inc. The Deerfoot Joint Venture owns and 
operates a hotel/convention/entertainment/gaming establishment in Calgary, Alberta.  The Fund holds a 
40% Participating Interest and a 47.75% Project Contributing Interest in this joint venture.  The Fund’s 
consolidated interim financial statements include its Participating Interest in the assets, liabilities, 
revenues and expenses and net income, and cash flows resulting from operating, investing and financing 
activities of the joint venture. 

 

Deerfoot Inn & Casino Joint Venture 
Balance Sheets   
(unaudited)     
 Gamehost Participating Interest 

 September 30, 2006 
Audited    

December 31, 2005 
Assets   
Current assets:   

   Cash and cash equivalents  $               2,300,479  $                2,403,991  
   Accounts receivable  213,361                    296,865  
   Inventories  113,869                    131,883  
   Prepaid expenses  191,268                    119,920  

 2,818,977                2,952,659  
   
Property, plant & equipment 16,154,428 17,201,083  
   
  $            18,973,405  $              20,153,742  
Liabilities and unitholder equity   
Current liabilities:   
      Accounts payable and accrued liabilities $                  794,158  $                1,783,522  
      Term Loan 8,544,683 9,292,035  
      Due to related parties 19,515 26,845  
 9,358,356 11,102,402  
   
Equity 9,615,049 9,051,340  
   
  $            18,973,405  $              20,153,742  
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9. Investment in Deerfoot Joint Venture (cont.) 

 

Deerfoot Inn & Casino Joint Venture    

Statements of Operations    
(unaudited)           

 Gamehost Participating Interest  Gamehost Participating Interest 
 nine months ended September 30  three months ended September 30 
 2006 2005  2006 2005 
Revenue      

Hotel - rooming  $         1,911,740  $                       -    $             847,325   $                       -  
Table games             1,939,104                           -                   694,652                            -  
Slot machines             2,840,964                           -                1,094,297                            -  
Food & beverage services             2,657,133                           -                   918,850                            -  
Lease and rental                    6,436                           -                       5,036                            -  
Other                845,009                           -                   364,489                            -  

           10,200,386                           -                3,924,649                            -  
      

Expenses      
Cost of goods sold                981,725                           -                   332,898                            - 
Human resources             3,815,748                100,336               1,326,034                  85,037 
Marketing and promotions                550,298                  14,671                  197,646                     8,682 
Operating             1,292,187                    6,766                  468,521                     4,632 
General and administration                342,801                  21,786                  107,604                     9,470 

             6,982,759                143,559               2,432,703                 107,821 
      
Earnings before interest and 
amortization 3,217,627 (143,559)  1,491,946  (107,820) 
      
Interest 475,534                           -                   154,980                            -  
      
Amortization 1,066,985                           -                   367,116                            -  
          
Income (Loss)  $         1,675,108 ($          143,559)   $             969,850  ($          107,820) 
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9. Investment in Deerfoot Joint Venture (cont.) 

 

Deerfoot Inn & Casino Joint Venture    

Statements of Joint Venture Equity  
(un-audited)      

 Gamehost Participating Interest  Gamehost Participating Interest 

 nine months ended September 30  three months ended September 30 

 2006 2005  2006 2005 
Balance at the beginning 
of the period  $      9,051,340  $      6,517,147  $         9,928,427   $       6,371,312 
   
Contributions from Joint 
Venture Partners 968,601         2,677,752  -                 3,228            2,787,848 
   
Distributions (2,080,000)                         -  (1,280,000)                          - 
   
Net income  1,675,108 (143,559)  969,850 (107,820)
  
Balance at the end of the 
period   $      9,615,049  $      9,051,340  $        9,615,049   $       9,051,340 
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9. Investment in Deerfoot Joint Venture (cont.) 
 

Deerfoot Inn & Casino Joint Venture    

Statements of Cash Flows 
(Unaudited)         

 Gamehost Participating Interest  Gamehost Participating Interest 

 
nine months ended  

September 30  three months ended September 30 

 2006 2005  2006   2005 
Cash provided by (used for) 
operations  $        1,782,899 $              112,107   $       1,365,291   ($      107,820) 
       
Financing 122,435 4,385,496  (1,930,501)  1,717,802 
       
Investments (18,923) (4,650,710)  (32,948)  (2,677,831) 
       
Increase in cash and cash 
equivalents 103,512 (153,107)  (598,158)  (843,633) 
       
Opening cash and cash 
equivalents  2,403,991 441,384  3,179,442  1,131,860 
       
Closing cash and cash 
equivalents  

 
$         2,300,479   

  
$             288,277   

  
   $        2,300,479  

 
 $        288,227 

 
 

The Fund is severally liable for all obligations of the Joint Venture in proportion to its Participating Interest 
or Contributing Responsibility as the case may be.  All Joint Venture partners are contingently liable for 
obligations of the Joint Venture in situations where other Joint Venture partners are in default as defined 
by the Joint Venture Agreement.  All of the assets of the Joint Venture are available for the purpose of 
satisfying any such obligation.  No provision for any contingent amount payable has been accrued to 
these financial statements. 
 
 
Joint venture term loan 
 
A $24.0 million term financing instrument taken by the Deerfoot Joint Venture was restructured for a 
second time at the end of September 2006.  An additional $1.0 million was split off from the fixed interest 
portion of the term loan. The Deerfoot Joint Venture now has a total $2.0 million available a revolving 
basis at CWB prime plus 1%.  The remainder of the loan stipulates fixed interest at 6.56%.  Principal and 
interest payments effective July 2006 are $240,000 per month.  For the Period, beginning March 2006, 
total Deerfoot Joint Venture payments of $3,827,186 ($1,188,835 interest, $2,638,351 principal) were 
made (2005 $nil).  In January and February of 2006 interest only payments were made on the loan and 
expensed. 
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9. Investment in Deerfoot Joint Venture (cont.) 

 
Commitment for Land 
 
The Deerfoot Joint Venture is currently renting a parcel of land to the adjacent south of the hotel structure 
for the purpose of vehicle parking.  The rental arrangement at $7,300 per month was made pending 
closure of a transaction to sell the land to Deerfoot Inn & Casino Inc. which is currently proceeding 
through the City of Calgary development authority.  Paving and other land improvements have already 
been made to the land.  The closing price will approximate $1.2 million.  We anticipate the transaction to 
close prior the end of 2006. 
 
 
Management Agreement 

 
The Joint Venture has a management agreement with 1016312 Alberta Ltd.  1016312 Alberta Ltd.’s 
shareholders are David Will and Darcy Will, who are also shareholders of the venturers of the Joint 
Venture and are Trustee’s of the Fund.  The management agreement stipulates that 1016312 Alberta Ltd. 
is entitled to a percentage of the gross revenues plus a percentage of any operating profit of the Joint 
Venture.  For the Period $551,084 (2005 - $nil) was recorded as management fees. 
 
The Funds 40% proportionate share, $220,434 includes an unpaid portion of $30,264 which is included in 
the accounts payable and accrued liability balance reported on these interim financial statements. 
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10. Segmented Information 
 

The Fund's operations are predominantly in the hotel accommodation and gaming industries.  The Fund 
derives its revenues from marketing its services in Western Canada. 
 
The hotel segment includes the operations of Service Plus, the Strip Mall and the Funds proportionate 
share of the Deerfoot Joint Venture’s hotel operations.  The gaming segment includes the operations of 
Great Northern Casino, Boomtown Casino and the Funds proportionate share of the Deerfoot Joint 
Venture’s gaming operations..  The food and beverage segment includes food, beverage and 
entertainment activity generated by all properties.  Property overhead costs are allocated arbitrarily.  

 
General Administration includes administration of the Fund, the Trust and the Limited Partnership. 
 

  Q3 (nine months) Q3 (three months) vs. Previous quarter 

 2006 2005 +(-) 2006 2005 +(-) Q2 2006 +(-) 
Revenue         

   Tables 5,095 3,254 56.6% 1,657 1,044 58.7% 1,588 4.3% 
   Slots 15,071 10,041 50.1% 5,302 3,571 48.5% 5,046 5.1% 
   Other 2,469 1,675 47.4% 872 567 53.9% 814 7.2% 

Gaming 22,635 14,970 51.2% 7,832 5,182 51.1% 7,449 5.1% 
Hotel 5,980 3,104 92.7% 2,319 1,095 111.8% 1,871 24.0% 
Food and beverage 7,066 3,564 98.3% 2,475 1,208 104.9% 2,258 9.6% 
Other 127 73 73.6% 46 29 59.5% 46 (0.2%) 
Total 35,809 21,711 64.9% 12,673 7,514 68.7% 11,624 9.0% 
               
Expenses before Interest, taxes, depreciation and amortizations 

           

Gaming 7,922 4,011 97.5% 2,741 1,341 104.4% 2,607 5.1% 
Hotel 3,887 1,234 215.0% 1,508 406 271.3% 1,216 24.0% 
Food and beverage 5,653 3,101 82.3% 1,980 1,043 89.9% 1,806 9.6% 
Other 1,026 1,178 (12.9%) 258 478 (46.1%) 442 (41.6%) 
Total 18,488 9,524 94.1% 6,487 3,268 98.5% 6,071 6.8% 
               
Earnings before Interest, taxes, depreciation and amortizations 

           

Gaming 14,713 10,959 34.3% 5,091 3,841 32.5% 4,842 5.1% 
Hotel 2,093 1,870 11.9% 812 689 17.8% 655 24.0% 
Food and beverage 1,413 463 205.2% 495 165 200.1% 452 9.6% 
Other (899) (1,105) (18.7%) (211) (449) (52.9%) (395) (46.5%) 
EBITDA 17,320 12,187 42.1% 6,186 4,246 45.7% 5,553 11.4% 
             
EBITDA 17,320 12,187 42.1% 6,186 4,246 45.7% 5,553 11.4% 
             

Interest 948 0 100.0% 303 0 100.0% 365 (17.2%) 
             

Amortizations 1,807 705 156.4% 619 235 163.6% 594 4.2% 
                  
Net earnings 14,565 11,482 26.9% 5,264 4,011 31.2% 4,593 14.6% 
(in thousands of dollars unless stated otherwise)      
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10. Segmented Information (cont) 
 

Property, Plant & Equipment     

   September 30, 2006 December 31, 2005 
 Hotel     

 Goodwill and licenses $                       4,579  $                       4,579  

 Working assets                        16,847                        16,762  

 Work-in-progress                                  -                                  -  

                          21,426                        21,341  

 Casino     

 Goodwill and licenses                        41,500                        41,500  

 Working assets                        16,240                        13,041  

 Work-in-progress                                  -                          1,537  

                          57,740                        56,078  

 Food & Beverage     

 Working assets                          7,401                          7,398  

 Work-in-progress                                  -                                  -  

                            7,401                          7,398  

 General Administration     

 Working assets                             166                             160  

 Work-in-progress                                  -                                  -  

                               166                             160  

 Total     

 Goodwill and licenses                        46,079                        46,079  

 Working assets                        40,653                        37,361  

 Work-in-progress                                  -                          1,537  

   $                     86,733 $                     84,977  
    

Property, plant and equipment and intangibles at NBV 1   

    June 30, 2006   December 31, 2005  

 Hotel $                     19,436 $                     20,092  

 Casino                        56,156                        53,728  

 Food & Beverage                          6,654                          6,865  

 General Administration                               22                               97  

 Work-in-progress                                  -                          1,537  

   $                     82,269 $                     82,319  

 (in thousands of dollars unless stated otherwise)  
    
 1 NBV (Net Book Value)   

 


	Units

