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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”), in Calgary.  
 
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 Unit Holders  
               
 

 
Don’t Worry…. 
 
The arrival of spring should soon be enough to make most people happy.  At Gamehost we can do one 
better.  Results for the first interim reporting period in 2007 are in and they’re enough to make even an 
investor smile.  All assets performed above management expectations for the three months ended March 
31, 2007 (the “Period”).  And so, we are again pleased to share the results of another record quarter with 
you.  …. be happy! 
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Going Up? 
 
Revenues are up from $11.5 million in Q1 2006 and $13.5 million in Q4 2006 to $14.1 million for the 
Period, another consecutive quarterly record for the Fund.  Even more impressive were the results for 
earnings before interest, taxes, depreciation and amortization (“EBITDA”) and EBITDA margins.  EBITDA 
totaled $7.0 million for the Period.  This is up $1.4 million or 25.5% from Q1 2006 and up $0.7 million or 
13.6% from Q4 2006.  The EBITDA margin for the Period was 49.7% up significantly by 1.2% and 2.7% 
year over year and quarter over quarter respectively.  Catch a lift on our elevator! 
 
 
The Big One 
 
Historically the strongest growth quarter, the 2007 version of Q1 did not disappoint.  Total revenues were 
up 22.3% year over year and 4.4% quarter over quarter.  Northern properties benefited from a 
continuation of the high activity levels in the energy and construction sectors as well as above average 
population growth.  Mid March marked the beginning of spring breakup in Alberta together with road bans 
and weight restrictions for trucking.  The seasonal affect of this results in a drop in occupancy at our 
Grande Prairie hotel and an increase in activity at our northern casinos.  The 2006 expansion of 
Boomtown Casino in Ft. McMurray is now showing real signs of traction.  Mega projects either underway 
or nearing startup in the oil sands rich area has bolstered the number of construction personal in the 
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community.  An additional 31 slot machines were added at the Deerfoot Joint Venture during the Period 
to meet growing demand.  Our Deerfoot Joint Venture property in Calgary continues to benefit from 
promotional efforts which are growing market awareness.  The Deerfoot Joint Venture facility is quickly 
becoming the destination of choice in the cities fast growing southeast.  A varied lineup of entertainment 
events intended to attract a wide range of entertainment seekers continues to attract new patrons.  The 
recent launch of loyalty programs are proving successful in encouraging what their name suggests.   
 
Rest Assured 
 
Trustees of the Fund approved a 33% hike in the Fund’s regular monthly distributions on February 16, 
2007.  Effective the February 2007 distribution period, regular monthly distributions were raised to $0.20 
per unit from $0.15 per unit.  This decision marks the third distribution increase since inception of the 
Fund.  Some investors in the trust sector are concerned about real or potential declines in their trust 
investment cash distributions.  Draft guidance on the reporting of distributable cash from operations from 
operations issued by the Canadian Institute of Chartered Accountants (“CICA”) has been adopted by the 
Fund for this reporting Period.  This guidance is intended to remove some of the trust sectors 
inconsistencies and shortcomings in the reporting of distributable cash from operations from operations 
and the sustainability of cash distributions.  Please take the time to review this improved reporting in the 
Management, Discussion and Analysis for this Period and find out why Gamehost investors need not be 
concerned.    
 
Bird’s of a Feather 
 
On April 3, 2007, Gateway Casinos Income Fund (GCI.UN) announced it had entered into a support 
agreement providing for the sale of all of their outstanding units to New World Gaming Partners Ltd.  The 
announcement created a thermal that sent the trading values of all publicly traded gaming companies in 
Canada higher.  Prior to this announcement, units of the Fund were trading just under $37 per unit, today 
they are at $41 per unit.  We think the higher price for the Fund’s units more closely reflects the value of 
the Fund.  We like the view from up here, hope you do as well. 
 
On the Horizon 
 
Three separate projects will add hotel room capacity in Grande Prairie during Q2 2007 and early Q3 
2007.  Knowing this day would ultimately arrive, rate increases implemented during 2006 were 
strategically less dramatic than our competitors.  Our reputation for fair business dealings with a loyal 
customer base should ensure we retain more than our share of this market as these projects come on 
line.  Furthermore, the Service Plus property has a strategically advantageous location in the city with 
easy highway access, proximity to the regional college, retail shopping and gaming facilities.  Even so, 
some erosion in occupancy could materialize.  Impact should be minimal as the Service Plus property 
contributes 10% of total revenues and 12% of total EBITDA of the Fund.  
 
We received confirmation from the Alberta Gaming and Liquor Commission that all slot equipment at the 
Deerfoot Joint Venture will switch to Ticket In/Ticket Out technology in mid July 2007.  This is good news 
for the property as there are operating and cost efficiencies to be gained by the conversion.  The AGLC is 
in the middle of a program to convert all slot equipment in the province to the coin-less system.  Firm 
dates for conversion of the Fund’s other properties have not been provided. 
 
We’re Fun! 
 
We’ve boasted a bit.  Time now to get back to what we do best, growing a loyal clientele by providing the 
highest quality entertainment, dining and rest experience possible in our community based markets.  Stop 
in for yourself sometime and see what we mean when we say, “We’re fun!” 
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April 18, 2007 
 
On behalf of all Management and Trustees, 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 three month period ended March 31, 2007 
               

 
 
This discussion should be read in conjunction with the reported consolidated interim financial statements for 
Gamehost Income Fund (the “Fund”) for the three month period ended March 31, 2007 (the “Period”). 
Consolidated interim financial statements for the Period have been prepared by management in accordance 
with Canadian generally accepted accounting principles (GAAP). 
 
Management’s discussion and analysis (“MD&A”) focuses on year over year comparative results for the 
Period and comparison of the Period to results in the immediately preceding quarter.  Readers are directed 
to management discussion and analysis contained in prior reports for specific results of previous quarters.   
 

Caution       
                                             

to the Reader 
  

  
Period and quarterly figures and comparisons contained in this MD&A have not been independently audited 
or reviewed by the Fund’s external auditors. 
 
This MD&A may make reference to non-Generally Accepted Accounting Principles (“GAAP”) such as 
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.  
 
References to distributable cash from operations may be found throughout this MD&A.  Distributable cash 
from operations is a non-GAAP measure and its application and interpretation vary widely.  The Fund has 
begun to adopt guidelines from an Interpretive Release issued by the CICA for this reporting period.  As 
these guidelines are better understood and adopted by the trust sector, company comparisons of 
distributable cash from operations will improve.  This report will introduce readers to new terminology and 
discussion surrounding the measure of distributable cash from operations.  Some quantitative measures may 
fall short of the final understanding of the guidelines.   The reader should be aware that any measurement of 
distributable cash from operations in this report may not be comparable to those reported by other 
companies. 
 
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 issuer, 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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Internal       
                                             

Controls 
  

                       
Management is responsible for establishing and maintaining adequate internal control over financial 
reporting for the Fund.  The Fund’s internal control over financial reporting includes policies and 
procedures that (1) pertain to the maintenance of records that reasonably, accurately and fairly represent 
transactions of the Fund, (2) provide reasonable assurance that transactions are recorded as required to 
permit the preparation of financial statements in accordance with Canadian GAAP and that receipts and 
expenditures are made with appropriate authorization of the Fund’s management and directors and (3) 
provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or 
disposition of the Fund’s assets that could have a material effect on the financial statements. 
 
During the Period there have been no significant changes in internal control that has materially affected, or 
is reasonably likely to materially affect internal control over financial reporting. 
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Quarterly Performance Summary       
                

 
Quarterly Performance 2007 2006 2005 

   Q1 Q4 Q3 Q2 Q1 Q4 Q3 Q2 
Total revenue $14,083 $13,485 $12,673 $11,624 $11,512 $9,374 $7,514 $7,150 
Expenses $7,079 $7,144 $6,486 $6,071 $5,930 $5,133 $3,270 $3,092 
EBITDA $7,004 $6,341 $6,186 $5,553 $5,581 $4,241 $4,244 $4,059 
EBITDA % 49.7% 47.0% 48.8% 47.8% 48.5% 45.2% 56.5% 56.8% 
              
Net earnings $6,186 $5,445 $5,264 $4,593 $4,708 $3,858 $4,009 $3,824 
Net earnings per unit 1  $0.879 $0.774 $0.748 $0.653 $0.669 $0.548 $0.570 $0.543 
(in thousands of dollars unless stated otherwise)     
1 Basic and fully diluted         

 
Management believes that in Q1 2007 certain assets of the Fund reached thresholds that are significant in 
producing the real operating and cost efficiencies that come with higher revenues.  This is most evident in 
the higher EBITDA margins recorded during the Period. 

 
 
Revenues       
                  

 
Total Revenue Q1 (three months) vs. previous quarter 

  2007 2006 +(-) Q4 2006 +(-) 
  14,083.3 11,511.6 22.3% 13,485.1 4.4% 

(in thousands of dollars unless stated otherwise)   

 
Q1 2007 marked the fourteenth consecutive quarter in which total revenues exceed the previous quarter.  
The Deerfoot Joint Venture, Boomtown Casino and Service Plus hotel each contributed to the favourrable 
result.  Great Northern Casino narrowly missed its previously posted high.  Revenues at the Deerfoot 
Joint Venture were higher year over year and quarter over quarter by 51% and 4% respectively.  
Revenues at Boomtown Casino were higher year over year and quarter over quarter by 23% and 8% 
respectively.  Revenues at Service Plus were higher year over year and quarter over quarter by 22% and 
9% respectively.  The Great northern Casino, hampered by foul winter weather gained just 1% in revenue 
compared with Q1 2006 and fell 3% from the previous quarter. 
 

  
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 Q1 (three months) vs. previous quarter 

  2007 2006 +(-) Q4 2006 +(-) 
 Rooming 2,237.3 1,650.0 35.6% 2,030.4 10.2% 
 Occupancy 83.2% 75.9% 7.3% 76.0% 7.2% 
 Average Rate $146.24 $119.56 22.3% $142.54 2.6% 

(in thousands of dollars unless stated otherwise)   
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Guest room stays at both the Deerfoot Joint Venture and Service Plus were exceptionally strong.  For 
Service Plus, results were consistent with the same period one year earlier at near capacity.  The 
Deerfoot Joint Venture posted very strong gains from Q1 2006 and maintained the same strong 
occupancy levels recorded in Q4 2006.  These results are remarkable given a number of price increases 
during the previous fiscal period.  Overall results are a barometer for the economy in general in Alberta 
which is sustaining high levels of corporate, vacation and sporting team travel.   
 
In Grande Prairie, Alberta spring breakup arrived in mid-March.  As usual, it had an immediate effect on 
occupancy, but not before the property could post near record occupancy results and record revenue 
generation for the Period.  
 
The Deerfoot Joint Venture is positoned as a premier property in Calgary’s south east quadrant and has 
been successful in delivering a higher ADR than all other properties in this market area while matching or 
exceeding those same other properties in terms of occupancy.    

 
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 anted and 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 Game Revenue Q1 (three months) vs. previous quarter 

  2007 2006 +(-) Q4 2006 +(-) 
 All Others 1,754.8 1,580.6 11.0% 1,523.7 15.2% 
 Poker 276.9 206.6 34.0% 276.0 0.3% 

 Caribbean Stud 52.1 61.9 (15.8%) 55.5 (6.1%) 

  2,083.8 1,849.1 12.7% 1,855.2 12.3% 

(in thousands of dollars unless stated otherwise)   

 
Tables (# of) at the end of Q1 vs. previous quarter 

  2007 2006 +(-) Q4 2006 +(-) 
 All Others 33.0 33.0 0.0 33.0 0.0  
 Poker 9.2 9.2 0.0 9.2 0.0  

 Caribbean Stud 2.4 2.4 0.0 2.4 0.0  

  44.6 44.6 0.0 44.6 0.0  

(in thousands of dollars unless stated otherwise)   
Fractional table figures result through the proportionate consolidation of the Deerfoot Joint Venture tables. 

 
Table activity at all three casinos was strong during the Period.  Total table drop was 23% higher than Q1 
2006 and 7% higher than Q4 2006.  The Deerfoot Joint Venture and Boomtown Casino set records for 
table drop during the Period and Great Northern Casino was only slightly off their previous highest levels.  
The northern casinos of Boomtown in Ft. McMurray and Great Northern in Grande Prairie, both 
experienced improvements in table staffing.  This allowed for full table operations on most days which has 
not been the case in past quarters. 
 
It is typical for hold percentages to fluctuate.  Both northern casinos held lower percentages of the table 
drop than in Q1 2006 and Q4 2007 yet still produced higher net revenues due to the increased table drops.  
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The Deerfoot Joint Venture recorded their highest average hold percentages since the facility opened 
which added favourably to overall table revenue. 

 
 
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 Q1 (three months) vs. previous quarter 

  2007 2006 +(-) Q4 2006 +(-) 
 Revenue 5,485.8 4,722.6 16.2% 5,238.6 4.7% 

 Machines 1 1,050.4 1,031.0      9.4  1,046.4           4.0  

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

 
Overall slot drops were higher than Q1 2006 by 15% and higher than Q4 2006 by 3%.  Both the Deerfoot 
Joint Venture and Boomtown Casinos recorded sharp increases in slot drops of 53% and 20% respectively 
versus Q1 2006 and 3% and 9% versus Q4 2006.  Great Northern slot drops, on the other hand, were 
lower than Q1 2006 by 4% and lower than Q4 2006 by 3% due to severe winter weather in the Grande 
Prairie area. 
 
The Deerfoot Joint Venture received 10 additional slot machines at the end of February 2007 bringing their 
total machine count up to 631 slot machines. 
 

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.  All other properties have 
individual operating arrangements that combine Fund owned and operated liquor sales with 3rd party 
arrangements for food and concession services.  Where food operations are run by a 3rd party, the Fund 
earns a commission on those sales. 
 

F&B Revenue Q1 (three months) vs. previous quarter 

  2007 2006 +(-) Q4 2006 +(-) 
 Food 956.3 728.5 31.3% 1,087.8 (12.1%) 
 Liquor 2,122.7 1,604.6 32.3% 2,098.9 1.1% 

  3,079.0 2,333.1 32.0% 3,186.7 (3.4%) 

(in thousands of dollars unless stated otherwise)   

       
F&B Margins Q1 (three months) vs. previous quarter 

  2007 2006 +(-) Q4 2006 +(-) 
 Food 52.0% 42.9% 9.1% 52.8% (0.8%) 
 Liquor 78.5% 74.7% 3.8% 78.1% 0.4% 

 Total 70.2% 64.8% 5.4% 69.5% 0.7% 
 
Management is extremely pleased with overall food and beverage sales for the Period.  Up sharply from 
the same quarter one year earlier, all three casino properties made significant contributions to the year over 
year increase.  There are no F&B sales at the Fund’s other properties.   
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Q4 is the Fund’s strongest quarter for food sales as it includes the busy Christmas banquet season.  The 
Deerfoot Joint Venture contributes in excess of 85% of all food revenues to the Funds total food sales.  
Year over year food sales growth for the Deerfoot Joint Venture, Boomtown Casino and Great Northern 
Casino totaled 41%, 48% and 11% respectively.  The Boomtown Casino does not have banquet room 
facilities. 
 
Liquor sales have less volatility.  The recent expansion of the Boomtown Casino including the lounge and 
entertainment areas attracted liquor sales growth on a quarter over quarter basis totaling 8%.  Both the 
Deerfoot Joint Venture and Great Northern Casinos recorded liquor sales declines when compared to Q4 
2006 which included the busy Christmas banquet season.  Quarter over quarter comparissions respectively 
were -3% and -4%. 
 
  

Lease and Rental Revenue 
 

Lease and rental revenue is derived predominantly from three leases in the Strip Mall as well as lease and 
rental revenues generated within the casinos from 3rd party providers of on-premise food services.  All three 
tenants at the Strip Mall are in their final renewal terms of their leases which expire in either 2008 or 2009.  
 

Lease & Rental Q1 (three months) vs. previous quarter 

  2007 2006 +(-) Q4 2006 +(-) 
 Total 79.7 76.8 3.7% 76.5 4.1% 

(in thousands of dollars unless stated otherwise)   

 
Minor year over year and quarter over quarter revenue increases are the result of adjusted common area 
cost estimates for 2007.  These costs are passed onto the lessee in their monthly lease payments which 
combine base rent with common area cost estimates. 
 

 
Other Revenue 

 
Other revenue includes lottery ticket sales, movie rentals, automated teller fees, cigarette sales, ticket 
revenue and other miscellaneous service revenues at casinos and hotels.   
 

Other Q1 (three months) vs. previous quarter 

  2007 2006 +(-) Q4 2006 +(-) 
 Total 1,117.7 880.0 27.0% 1,097.6 1.8% 

(in thousands of dollars unless stated otherwise)   

 
Contributions from ATM machines and other guest services at the Deerfoot Joint Venture account for the 
majority of reported other revenue gains for the Period. 
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Expenses 
                  
 
Total Expenses 

 
Total Expenses Q1 (three months) vs. previous quarter 

  2007 2006 +(-) Q4 2006 +(-) 
 Total 7,896.9 6,803.4 16.1% 8,039.9 (1.8%) 

 % of Revenues 56.1% 59.1% (3.0%) 59.6% (3.5%) 

(in thousands of dollars unless stated otherwise)   

 
Overall expenses are higher year over year following overall revenue growth.   As a percentage of total 
revenue, however, they have fallen year over year and from the previous quarter.  The Deerfoot Joint 
Venture and Boomtown Casino seem to have found their stride.  Both properties are now making inroads in 
reducing expenses as a percentage of total revenue on the strength of solid revenue growth.  Service Plus 
hotel too had a very strong quarter making a contribution to favourable economies of scale. 
 
Quarter over quarter the Fund recorded a reduction in total expenses as a result of reduced utility expenses 
and bonuses during the Period. 
 

 
Human Resources 

 
General administrative salaries and bonuses, Trustee and management fees, benefit costs, payroll taxes 
and other miscellaneous human resource costs are all combined under this heading.  
 

Human Resources Q1 (three months) vs. previous quarter 

  2007 2006 +(-) Q4 2006 +(-) 
 Operations 3,046.2 2,653.5 14.8% 3,100.5 (1.8%) 
 General admin 112.0 98.1 14.2% 137.0 (18.2%) 
 Trustee fees 36.0 38.8 (7.2%) 26.9 33.8% 
 Management fees 334.8 164.1 104.0% 237.1 41.2% 
  Total 3,529.0 2,954.5 19.4% 3,501.5 0.8% 

 % of Revenues 25.1% 25.7% (0.6%) 26.0% (0.9%) 

(in thousands of dollars unless stated otherwise)   

 
Year over year human resource costs are higher as a result of higher activity levels for operations, annual 
wage adjustments and higher management fees which are based on sales and profitability.  As a 
percentage of revenue human resource costs have declined with cost efficiencies gained by higher sales 
volumes.  Period human resource costs for operations and general admin were lower than those incurred in 
Q4 2006 as year end bonuses for 2006 were accrued and or paid in the previous quarter.   
 

 
Marketing and Promotions 

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

Marketing and Promotions Q1 (three months) vs. previous quarter 

  2007 2006 +(-) Q4 2006 +(-) 
 Total 464.0 296.8 56.3% 481.4 (3.6%) 

 % of Revenues 3.3% 2.6% 0.7% 3.6% (0.3%) 

(in thousands of dollars unless stated otherwise)   
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The recent launch of loyalty programs at the Deerfoot Joint Venture and Great Northern Casino accounts 
for overall year over year increases in promotional spending.  Loyalty program spending was being incurred 
as early as Q4 2006.  Compared to Q4 2006 promotional spending is lower.  This is largely due to less 
radio advertising which had been ramped up for the Christmas banquet season.  

 
 
Operating Costs  

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

Operating Q1 (three months) vs. previous quarter 

  2007 2006 +(-) Q4 2006 +(-) 
 Total 1,521.8 1,316.1 15.6% 1,632.1 (6.8%) 

 % of Revenues 10.8% 11.4% (0.6%) 12.1% (1.3%) 

(in thousands of dollars unless stated otherwise)   

 
Increased operating costs year over year for the Period are again a result of increase operational activity 
and higher sales.  As a percentage of revenue, however, they have declined with the larger revenue base 
over which fixed costs are measured. 
 
A decline in operational costs from Q4 2006 resulted from lower utility expenses.  In Q4 2006 the Fund paid 
for a number of price spikes in electricity resulting from unscheduled generation outages.  Until recently, 
electrical consumption had been priced at the variable pooled rate.  Management has recently hedged 
base loads for electrical supply to eliminate the price volatility.  
 

   General and Administrative  
 

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

 
General & admin Q1 (three months) vs. previous quarter 

  2007 2006 +(-) Q4 2006 +(-) 
 Total 548.4 469.1 16.9% 458.3 19.7% 

 % of Revenues 3.9% 4.1% (0.2%) 3.4% 0.5% 

(in thousands of dollars unless stated otherwise)   

 
 
Factors contributing to the overall increase in general and administrative expenses versus Q1 2006 include 
property insurance.  Management adjusted property coverage amounts to reflect the higher replacement 
costs of appreciating assets.  All insurance policy periods run from June to June.  Property taxes were up 
sharply at the Deerfoot Joint Venture as their assessment was for the first time made on completed 
construction.  Property taxes are also sharply higher at Service Plus where consistently high occupancy rates 
in the city prompted a large increase in the assessed values of all hotel properties in the city.  Higher 
expenses compared to Q4 2006 can be attributed to 2006 audit fees recorded during the Period. 
 

 
 
 
 
 

 
 Page 11 

 



Gamehost Income Fund – Q1 2007 MD&A 
 

Amortizations 
 

Amortizations Q1 (three months) vs. previous quarter 

  2007 2006 +(-) Q4 2006 +(-) 
 Total 553.7 593.5 (6.7%) 675.2 (18.0%) 

(in thousands of dollars unless stated otherwise)   

 
Period amortization is lower than comparative quarters in 2006 due to declining balances in the cost base 
for amortizations calculated as a percentage of the non-amortized asset values. 
 
 

Interest 
 
Interest is incurred on term debts held by the Deerfoot Joint Venture and Gamehost Limited Partnership. 
 

Interest Q1 (three months) vs. previous quarter 

  2007 2006 +(-) Q4 2006 +(-) 
 Total 264.2 279.7 (5.5%) 220.3 19.9% 

 % of Revenues 1.9% 2.4% (0.6%) 1.6% 0.2% 

(in thousands of dollars unless stated otherwise)   

 
The Fund has a $9.0 million term loan with revolving terms at bank prime plus 1.5%.  The outstanding 
balance of this loan was $2.0 million at the start of the Period and $8.0 million at the end of the Period.  
Funds from this loan facility were used to make the special cash distribution in January 2007 that was 
declared in December 2006.  Surplus cash generated by the Fund is routinely applied against the 
outstanding balance of this loan to reduce ongoing interest expenses.  
 
The Deerfoot Joint Venture has a term loan at bank prime plus 1% which includes $2.0 million portioned with 
revolving terms.  Regular amortized payments are being made.  Surplus cash generated by the Deerfoot 
Joint Venture is routinely applied against the outstanding balance of the $2.0 million revolving portion of this 
loan to reduce ongoing interest expenses.  The total outstanding balance of this loan at the end of the Period 
was $20.6 million.  The revolving portion included in the preceeding total was $nil at the start and throughout 
the Period.  The Fund’s 40% participating Interest in these amounts are included in the above table 
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Facilities       
                     

Capital Expenditures Q1 (three months) vs. previous quarter 

  2007 2006 +(-) Q4 2006 +(-) 
 Maintenance 49.9 15.0 232.5% 163.8 (69.5%) 
 Expansion (2.4) 868.8 (100.3%) 0.0 0.0% 

    47.5 883.8 (94.6%) 163.8 (71.0%) 

(in thousands of dollars unless stated otherwise)    
Minimal maintenance was required during the Period on all facilities.  With the bulk of refurbishment 
maintenance completed in previous periods there were only a few minor items requiring funding during the 
Period.  Some mechanical upgrades and completion of security projects were the most significant along with 
some additional computer equipment.  This compares favourably to Q1 2006 when Deerfoot was still 
completing items remaining from the original construction and to Q4 2006 when the Grande Prairie 
properties were finishing sizable refurbishments. 
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Financial Condition       
               
 
Liquidity and Capital Resources 

 
Assets totaled $92.6 million for the Fund at the end of the Period, a increase of $0.9 million from December 
31, 2006.  Cash and cash equivalents totalled $9.8 million, up $1.8 million for the Period. 
 
The Limited Partnership has a $9,000,000 revolving term loan with the Canadian Western Bank (“CWB”).  
The loan matures on May 15, 2007.  The year opened with a $2.0 million balance on this loan.  The 
remaining $7.0 million was redrawn in January 2007 for the special cash distribution declared for December 
2006 payable January 15, 2007.  Over the remaining course of the Period, $1.0 million in surplus cash was 
applied against the loan to reduce interest charges.  At the end of the Period there was $8.0 million 
outstanding.  Terms of the loan include a floating interest rate at 1.5% above the CWB Prime Lending Rate.  
The CWB Prime Lending Rate at throughout the Period was 6.0% per annum.  There are no specific debt 
covenants attached to this loan. 
 
The Fund has a 40% Participating Interest Responsibility for debt of the Deerfoot Joint Venture.  At the end 
of the Period the Deerfoot Joint Venture had $20,610,404 remaining on a term debt instrument.  The loan is 
secured by the Deerfoot Joint Venture’s land and building.  Interest on the loan floats at 1.0% above the 
CWB Prime Lending Rate.  The CWB Prime Lending Rate throughout the Period was 6.0% per annum.  
The loan is structured in two segments.  The outstanding balance of the first segment, the demand non-
revolving portion, is $20,610,404.  The outstanding balance of the second segment, a $2 million demand 
revolving portion, is $nil.  The Fund’s portion of the total of both segments of this loan is 40% or 
$8,244,162.  The Deerfoot Joint Venture loan has  the following performance covenants: 
 

1. Maximum debt to equity ratio of 3.00:1.00 
2. Minimum debt service coverage of 1.25:1.00 

 
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.  Available credit remaining on the 
$9 million term facility and the $2 million revolving portion of the Deerfoot Joint Venture debt is considered 
working capital for the purpose of calculating MCNWCP.  The Fund regularly runs a large surplus to this 
MCNWCP. 

 
 
Distributable cash from operations 

 
The Fund declared a monthly cash distribution of $0.15 per unit for the month of January 2007.  In 
February 2007 trustees approved an increase in the regular monthly distribution of 33% to $0.20 per unit.  
Monthly distributions of $0.20 were declared for each of February, March and April 2007.  Declared 
distributions are paid on or about the 15th of the month following declaration. 
 
Distributable cash is a non-GAAP measure.  For its own purposes, the Fund defined the calculation of 
distributable cash in its information circular dated April 22, 2003.  In this document distributable cash is 
calculated 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 
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Fund will not have any liability for tax under Part I of the Income Tax Act.  The Fund’s mandate is to make 
consistent monthly cash payments to unit holders based on management’s projections of the year’s 
distributable cash.   
 
Most recently, the Canadian Standards Association (the “CSA”) proposed amendments to National Policy 
41-201 regarding the disclosure of distributable cash.  Similarly, the Canadian Institute of Chartered 
Accountants (the “CICA”) released draft guidance for the calculation and disclosure of distributable cash.  
For both of these governing bodies the intent is to improve on current and varied industry reporting 
practices.  Accordingly, the Fund has adopted the CICA guidelines to report distributable cash for this 
reporting period including adopting use of “distributable cash from operations” as standard terminology with 
standard means of measure. 
 
Productive capacity 
 
The Fund’s assets are in buildings, land improvements and furniture fixtures and equipment.  Current 
productive capacity of the Fund consists of 123 guest rooms and 1 meeting room at Service Plus, the 
Fund’s Participating Interest in 188 guest rooms, 10 meeting/banquet rooms, 3 restaurants and lounge at 
the Deerfoot Joint Venture and ancillary amenities for both facilities.  Also included in productive capacity 
are the Fund’s interests in three gaming licenses, one each for Boomtown Casino, Great Northern Casino 
and the Deerfoot Joint Venture.  Together these licenses allow the Fund to directly operate 798 slot 
machines and 31 table games as well as participate 40% in the operation of 631 slot machines and 34 
table games at the Deerfoot Joint Venture. 
 
Productive capacity maintenance 
 
Productive capacity maintenance costs for rooming and food and beverage facilities of the Fund are 
minimal.  Maintaining the shine on our properties so that they continue to attract guests is largely one of 
regular refurbishment of the finishings such as paint or new carpets and beds.  For the most part, 
maintenance costs are appropriately treated as operational expenses at the time they are incurred and as 
such are already included in the periodic cash flow from operating activities as reported in financial 
statements.  From time to time, however, there are capital costs that would be paid for by cash generated 
from operating activities rather than borrowed money.  Examples of these costs for the Fund would be 
converting to keyless entry on guest room access doors or the installation of digital security.  These later 
capital costs would fall into the category of productive capacity maintenance for the purpose of determining 
distributable cash from operations.   
 
Liquor sales require the Fund to hold a valid license issued by the Alberta Gaming and Liquor Commission.  
Productive capacity maintenance of liquor sales is most significantly related to keeping this license in good 
standing, but requires no capital outlay by the Fund.  
 
Gaming operations of the Fund require minimal capital outlay by the Fund.  Slot machines are owned and 
maintained by the Alberta Gaming and Liquor Commission.  Tables are owned and maintained by the by 
the Fund.  Productive capacity maintenance of both tables and slot machines is more significantly 
measured in terms of maintenance of the Fund’s gaming licenses issued by the Alberta Gaming and Liquor 
Commission.  Holders of charitable gaming licenses must adhere to a strict set of terms and conditions.  
Furthermore, the three year licenses are subject to annual due diligence audits by the Alberta Liquor and 
Gaming Commission.  Maintaining these licenses requires no capital outlay by the Fund.  The Fund’s 
gaming licenses have consistently received favourable audit results from the Alberta Gaming and Liquor 
Commission. 
 
Annualized capital costs for productive capacity maintenance should not exceed $200,000 per year for the 
Fund based on a historical review of these costs. 
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Discretionary and other items 
 
From time to time, at their discretion, management or trustees may elect to reserve cash for other purposes 
such as but not limited to potential or planned capital expansions that will be paid out of operating cash 
flow.  In 2005 and 2006, management used surplus cash flow to finance the Boomtown Casino as an 
example.   
 
Long-term unfunded contractual obligations 
 
The Fund has no long-term unfunded contractual obligations.  The Fund does not have a pension plan or 
stock based compensation plan.  The benign nature of the Fund’s operations do not require that reserves 
be set up for environmental cleanup, asset retirement or other real or potential liabilities. 
 
Debt Strategy 
 
The current strategy of the Fund is to minimize debt.  Current debt instruments will be maintained or 
eliminated to the extent they allow for repayment.  Debt maintenance includes regular amortized monthly 
principal payments and intermitant payments/drawings on revolving debt instruments.  It has been the 
practice of the Fund to draw on revolving debt to meet obligations for special distributions when and if they 
are declared.    
 
Financing restrictions on distributions caused by debt covenants 
 
The Fund has, a $9.0 million revolving term loan is secured by assets owned by the Fund and has no debt 
covenants.   
 
A second term facility held by the Deerfoot Joint Venture, requires that the Deerfoot Joint venture make 
amortized monthly principal payments of $209,156.58 and maintain a debt to equity ratio not greater than 
3.00:1.00 and debt service coverage of not less than 1.25:1.00.  At the end of the Period the Deerfoot Joint 
Ventures debt to equity ratio was 2.20:1.00 and debt service coverage was 7.34:1.00 both well within the 
acceptable limits.   
 
It should be noted as well that the Fund is required to maintain a Minimum Continuing Net Working Capital 
position (“MCNWCP”) as stipulated by the Alberta Gaming and Liquor Commission.  The Fund regularly 
maintains a large cushion to this requirement.  Surplus to the MCNWCP at the end of the Period is in 
excess of $3.0 million. 
 
Excess of cash flows from operations over cash distributions declared 
 
As Fund payout ratios would indicate, management, with the approval of trustees, has chosen to payout less 
than the full amount of distributable cash from operations.  The total of all adjustments made to cash 
provided by operations in arriving at distributable cash from operations is less than the Fund’s available tax 
shield.  The Fund has typically used the full amount of available annual tax shield which provides 
management the flexibility to use the excess cash for, but not limited to, the principal portion of amortized 
loan payments and payments on revolving loans to reduce interest expenses.  Excess cash has also been 
used to finance the 2005/2006 expansion of Boomtown Casinos.  Additional amounts of excess in cash flow 
from operations over cash distributions declared is held as reserve for unforeseen circumstances or new 
opportunities.  The payout ratios resulting from these practices are easily maintained and should provide unit 
holders confidence that current cash distributions are sustainable. 
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Summary of Distributable Cash From Operations Q1 (three months)   

 2007 2006 
Since 

Inception 
Cash provided by operations (see Interim 
Consolidated Statements of Cash Flows)   $             7,113,375  $            3,967,252 $         58,218,373  

Less adjustment for:      

Productive capacity maintenance 
  

47,541 
  

14,521 
  

726,135 

Distributable cash from operations 
  

7,065,834 
  

3,952,731 57,492,238 
      

Cash distributions 
  

3,869,718 
  

2,532,906 
  

41,828,134 

Cash distributions/unit 
  

$0.55 
  

$0.36 
  

$5.95 

Payout ratio 
  

54.8% 
  

64.1% 
  

72.8% 
    

Excess of cash flows from operations over 
cash distributions declared 

  
3,196,116 

  
1,419,825 

  
15,664,104 

    
Excess of net income over cash distributions 
declared 

  
2,316,651 

  
2,175,230 

  
18,270,909 

 
 
Tax attributes of cash distributions to unit holders  
 
The Fund has held back from distribution to unit holders cash in excess of the Fund’s available tax shield.  
In the past and for the foreseeable future, available tax shield will exceed any normal adjustments made to 
cash provided by operations in determining distributable cash from operations.  As a result, payout ratios of 
less than 100% of distributable cash from operations should be expected. 
 
In the first half of December each year, management, based on earnings projections to the end of the 
calendar year, will calculate a special distribution recommendation for the approval of trustees.  The 
recommendation will ensure the tax position of the trust is nil.  Individual unit holders, therefore, can expect 
their distributions to be mostly taxable as income excepting a small portion which will be considered as 
return of capital for tax purposes.  Historical attributes are provided here for reference. 
 

Income Tax Attributes  ROC  Total
2006 97.25% 2.75% 100.00% 
2005 89.61% 10.39% 100.00% 
2004 95.25% 4.75% 100.00% 
2003 80.84% 19.16% 100.00% 
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Business Risks and Outlook 
               
 

Economic Outlook 
 
The economic outlook for the province of Alberta remains strong.  Drilling activity is lower in the local 
energy sector of late.  Oil and gas prices, however, have been gaining strength, which will ultimately 
provide the underlying support for higher drilling activity.  Interest remains high in the oil sands region of 
northern Alberta despite rising construction and production costs.  The province continues to attract 
population growth higher than the national average and consumer spending in Alberta remains high.     
 
Competition 

In our 2006 Annual Report we provided a detailed description of the landscape for new casinos in Alberta 
that may have an impact on the Fund’s properties.  An update on the construction of the Tsuu T’ina First 
Nation development west of Calgary finds the facility progressing, but slower than planned.  Their original 
target for a mid summer 2007 opening may need to be pushed back.  They have, however, begun their 
recruitment campaign which, given the tight labour market, will have a ripple effect on all other gaming 
properties in the city.  Economically, the new facility would have little impact on the Deerfoot Joint Venture 
due to our focus on community based gaming.  However, the Tsuu T’ina casino will not be subject to the 
non-smoking restrictions that come into effect in 2008.  We will be monitoring this element closely  
 
Non-smoking 
 
The Deerfoot Joint Venture has been able to capitalize on their temporary exclusion from the City of 
Calgary’s new non-smoking bylaw.  Increased activity in the facilities lounge facilities since the new bylaw 
came into effect has been evident.  Come January 1, 2008, however, the Deerfoot Joint Venture will have 
to contend with the non-smoking provision.  Casinos in other jurisdictions that have already made the 
transition to a non-smoking environment have typically experienced a 12% - 15% drop in patronage at the 
initial stage with a recovery to normal within three to twelve months.  Management sees an opportunity in 
the longer term to attract new patrons who have traditionally avoided gaming establishments because of 
smoking.  
 
Government 
 
We continue to follow the governments planned tax restructuring for the income trust sector.  Previously 
announced changes would see income trust earnings taxed at the trust level prior to distribution to unit 
holders.  A four year transition period for existing trusts would delay the new ruling to the beginning of 
2011.  Limitations have also been placed on growth of individual trusts.  The move has motivated a number 
of conversions to corporations as well as private and foreign buyouts.  Management will make prudent use 
of the four year transition period to determine our own course of action once the final outcome of the 
proposed tax changes are known. 
 
 
Ticket In Ticket Out (TITO) 
 
The Alberta Gaming and Liquor Commission confirmed the implementation of TITO at the Deerfoot Joint 
Venture for mid July 2007.  Dates for the Fund’s other properties have not yet been determined.  TITO 
reduces the need for cash on the gaming floor and the frequent conversions of coin to cash on player 
winnings.  Experience in other jurisdictions indicates implementation of this technology dramatically 
reduces labour costs associated with handling cash and moderately increases the total amount of cash 
played resulting in higher net win to the operator.  
 

 
April 18, 2007 
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