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FUND PROFILE

Rainmaker Income Fund (the "Fund") is an unincaafem open-ended limited purpose trust established
under the laws of the Province of British Columéial is listed on the Toronto Stock Exchange urfuker t

symbol RNK.un.

Headquartered in Vancouver, British Columbia, th@d-through its ownership in RNK Capital Limited
Partnership ("RNK Capital LP") owns 100% of thramited partnerships providing a range of services t
the film and television industry in Canada.
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Rainmaker LP

Rainmaker Limited Partnership ("Rainmaker LP")dsdted in Vancouver and is a leading full service
provider of post-production services to film antt#esion producers. Post production is an integhalse

of film and television production during which tmaw sound and picture elements captured during
production are shaped into a final product for ribsttion. Post production services are an esdentia
component of feature films, television programanowercials and instructional videos. Post productio
services include film processing and printing, dele transfers of film images to analog and digital
media, duplication, editing, title design, creatioh visual and special effects (including computer
animation and digital visual effects) and audioording, editing and mixing. Rainmaker LP began
operations in 1979 and since then has grown wehirtbreasing volume of production work in British
Columbia. Rainmaker has expanded and diversifeedange of post production services over the years
and is now the largest facility in western Canaaféering a wide range of services including a film
laboratory, digital video post, (which includesfilto video tape transfers, editing and duplicgtimd
digital visual effects.

Visual effects is playing an increasingly importante in the business of Rainmaker LP. In 2005
Rainmaker hired a new President of Animation arslsli Effects whose role is to expand the busiress t
compete for top level projects globally. Thesejguts can be handled by our Canadian operatiorewhil
still being able to access Canadian film and tsiew tax credits, thereby giving us an additional
competitive advantage. Rainmaker also opened # eperation in London, England in 2005 to provide
services onThe Da Vinci Codeand we plan to continue providing boutique sewiin the important
U.K. market.

EP Canada LP

EP Canada Limited Partnership ("EP Canada LP")igesvpayroll and employer of record services to
the commercial, film and television industry. Witffices in Toronto and Vancouver, EP Canada LP
offers a full range of payroll services and stat¢he-art products, along with in house experts who
provide training, service and support. In businssge 1979 through its predecessor company, EP
Canada LP has a reputation in the industry forityusérvice, financial security, and industry exjssr.

For processing payroll for on-set cast and crewleyegs, clients rely o&EP on Location®a unique
software solution, an&P Plus®a premium service solution, where payroll is irglegently calculated
from hours to gross to net cheque. In addition, Emada LP provides all required administration,
remittances and reporting to unions and governmeisg with Records of Employment upon
completion of each project and tax slip reportihgesar end.

Canada Film Capital LP

Canada Film Capital Limited Partnership ("CanadenFCapital LP"), located in Toronto, Ontario,
provides tax credit financing and administratiorvees to the film and television industry.
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Financial Highlights

All amounts are in 000's of dollars, except per unifigures

200¢ 2004 2004 200:
(Note 1) (Note 1)

Revenu 28,29: 28,76 28,76 29,58
Net earning 2,581 4,971 7,971 6,65k
Operating cash flo 9,56¢ 6,81: 9,81: 11,157
Capital expenditurt 2,182 2,791 2,791 2,38¢
Distributable cas 4,59 5,37¢ 8,37¢ 6,907
Distributable cash - per u 0.3t 0.47 0.74 0.61
Distributions declare 6,621 5,897 5,897 7,712
Distributions declared - per u 0.4¢ 0.52 0.52 0.6¢
Total asse 66,73¢ 22,57( 22,57( 24,48’
Debi 19,14¢ 2,492 2,492 3,41¢

Note 1:  Fiscal 2004 includes the proceeds of arerance claim of $3.0 million. As this is repected to be a recurring item, the earnings
and distributable cash calculations are also ptedexcluding the life insurance proceeds.

Monthly cash distribution of $0.04 per unit commeadn June 2002, following the completion of the
conversion to an income trust on May 31, 2002. eBam the initial conversion price of $3.33 thewain
pre-tax return on investment to December 31, 2088 16.7%.
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MESSAGE TO UNITHOLDERS

2005 proved to be an interesting year in which égibb my tenure as Chief Executive Officer of
Rainmaker Income Fund. While the first half of jlear presented a number of challenges to the firydus
and our business, | am pleased to report thattter Ihalf of 2005 paints a much rosier picture bhodes
well for 2006.

The early challenges of 2005 to the film and tediewi industry were largely resolved by mid-yeaheT
B.C. government stepped up to the plate and anmoluan increase in its tax credit, and business came
flooding back to the province. The Canadian dagpears to have settled into a manageable state. Ev
throughout this challenging period we maintained monthly distributions having noted indicatorseof
return to normal levels of production and beingf®nt in the industry turnaround. We believe this
strategy has served our unitholders well and timepamy has emerged in solid shape from this period.

The latter part of the year saw an abundance qfocate activity at the Fund. In June we hiredghly-
regarded and seasoned veteran as our Presidenniofaion & Visual Effects. Our Visual Effects
business is poised to assume a top-tier positiawompeting for A-level projects. Late in the yea
were contracted to provide visual effects servime3he Da Vinci Codén London, England where we
continue to build our operation to provide servif@sother customers.

In the third quarter, the Fund, through its sulasigliRNK Capital LP, completed the acquisitions (the
"Rainmaker Acquisitions”) of all of the partnershipits of EP Canada LP and Canada Film Capital LP
for a total cash payment of $18.2 million plus sast$746 thousand. The acquisitions of EP Cah&da
and Canada Film Capital LP helped to diversify $kevice and geographic offerings of Rainmaker LP,
the other operating entity of the Fund. Each of&mada LP and Canada Film Capital LP came with
experienced management personnel who have beewenvim the film and television industry for many
years. The Rainmaker Acquisitions were financed lprivate placement of trust units at $3.25 pet uni
for total proceeds of $19.0 million. The EP anddC&equisitions have been successfully integrattm in
the Fund and have proven to be positive contrilsutor cash flow and accretive acquisitions as
anticipated.

Upon completion of the acquisitions, | was appan@=O and a trustee of the Fund. | was formemty th
President of Comweb Group Inc., the previous pacenmtpany of EP Canada Inc. and Comweb Film
Capital Corporation.

The results for 2005 include the operations of ER&da LP and Canada Film Capital LP from August 4,
2005, the date of the Rainmaker acquisition. Tamiags of the recently acquired businesses togethe
with a turnaround in the industry and in the finahgerformance of Rainmaker LP for the last six
months of 2005 have all contributed a significampiovement compared to the first half of 2005.

Outlook

Heading into 2006, we are optimistic. RainmakeridBoming off a strong second half of 2005 and tax
credit programs in British Columbia have been iasezl and renewed for a multi-year period. Within
Rainmaker LP, visual effects is off to a strongtsés we are working oBarfield 2for Fox Studios, our
largest feature film project to date, in additionhaving completed work on other studio projecthsas
She’s The MamndFirewall. As well, EP Canada LP had a very strong finssR2Q05 recording record
earnings for the last five months of the year arttiia point the outlook for 2006 looks strong agai
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We continue to look at a number of strategic aétioisoptions within the film and television indugt
Further, it is the Fund’s intention to continuegimw, both organically and by acquisition. To tkeat

we have hired the services of a full time constltaridentify and evaluate potential acquisitions the
Fund. We are pursuing businesses that are atteaa income fund vehicles but may not have the
resources or scale to become an income fund om twen. While continuing to grow on the
entertainment side, our acquisition strategy wilbwa us to diversify across industries thereby addi

strength to the existing platform and helping tonage the cyclical nature of the film and television
industry.

I would like to thank Unitholders for their supp@id management for its diligence through a difficu
period of operations and the integration of theugitions. With the turnaround in the productioariket

in Canada, our new U.K. office, and a continuitngughtful acquisition strategy, we are looking fard
to an improved year in 2006.

L

Mark Prior, CEO
Rainmaker Income Fund
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MANAGEMENT DISCUSSION AND ANALYSIS

The following management discussion and analygisdpared by management as of March 15, 2006 and
should be read in conjunction with the annual aat@onsolidated financial statements for the yadeé
December 31, 2005, which are prepared in accordaiie Canadian generally accepted accounting
principles.

All dollar amounts presented in this document ar€anadian dollars.

Throughout this management discussion and analyfgsence to the Fund is on a consolidated basis an
includes the operations of the three principal afeg entities Rainmaker LP, EP Canada LP and Ganad
Film Capital LP.

Forward-looking Statements

Some of the statements contained in this annuaktremd the management Discussion and Analysis are
forward looking statements subject to risks andewiainties. A number of factors could cause actual
results to differ materially from those expressedorward-looking statements, including but notited

to: decisions of foreign producers to operate indka and British Columbia, fluctuations in governine
policies, the effect of seasonality, fluctuationgurrency exchange rates, income tax matters gelsain
technology and capital expenditure requirementguyiations the Fund may undertake in the future and
general economic conditions in North America. Humd competes in a global marketplace and market
conditions will vary on a year-by-year basis. Ward-looking statements are made based on current
information at the time the statement is made. Hined does not assume responsibility for the acgura
and completeness of forward-looking statementsdmes not undertake any obligation to publicly revis
these forward-looking statements to reflect neworimiation, subsequent events or changes in
circumstances.

Overall Performance

The first half of 2005 and especially the first gaa saw the Fund report disappointing resultshe T
decision regarding location of productions is maad in advance of the commencement of production.
Production spending in British Columbia was impeddby the rapid rise in the value of the Canadian
dollar during the fourth quarter of 2004 and théagef the British Columbia government to announce
the increase in the rate of tax credits to matolsdtof Ontario until late in January 2005.

The second half of the 2005 saw a significant omad in the production activity in British Colunabi
which led to much improved results for Rainmaketsiost and lab services. In addition Rainmaker LP
was able to secure a significant visual effectggotowhich was completed in the second half ofyiar.
Finally the results of the Fund were significanttyproved as a result of the acquisitions of EP @ana
LP and Canada Film Capital LP, which was completedugust 4, 2005.
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Selected Annual Information

The following information is derived from the cofidated financial statements, which have been
prepared in accordance with Canadian generallypdedeccounting principles.

All amounts are in 000's of dollars, except per unifigures

Years ended December 3

200t 200¢ 200:
Revenu (Note 1)
Rainmaker L|
Video Pos 10,26¢ 11,48( 12,55«
Visual Effect: 6,96¢ 13,21¢ 11,99¢
Film Lak 1,761 2,951 3,98:
Othel 1,23 1,10¢ 1,04¢
20,23: 28,76: 29,58:
EP Canada L 6,287 - -
Canada Film Capital L 1,77 - -
28,29: 28,76 29,58:
Expense
Operating 20,21« 18,62: 17,51¢
General and administratic 1,31: 945 92¢
21,52] 19,56¢ 18,44
Earnings before undernoted ite 6,76¢ 9,19¢ 11,14(
Depreciation and amortizati 4,36( 3,13¢ 3,33¢
Life insurance procee - (3,000 -
Othel 27 522 547
Earnings before income t 2,371 8,541 7,25¢
Income tax expense (recove (205; 10E 114
Earnings before non-controlling intert 2,582 8,43¢ 7,141
Non-controlling intere: (1) (465 (486,
Net earnings for the peri 2,581 7,971 6,65¢
Net earnings per unit - bas 0.1¢ 0.7¢ 0.6z
Net earnings per unit - dilut 0.1¢ 0.7% 0.62
Distributions declare 0.4¢ 0.5z 0.6¢

Note 1 The 2005 includes the results of operationEP Canada LP and Canada Film Capital LP frorgusti4, 2005, the date of
acquisition..
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Results of Operations

December 31, 2005 compared with December 31, 2004

Revenue

Revenue decreased to $28.3 million in 2005 from&2@&llion in 2004. The decrease was as a regult o
a decrease in the revenue from Rainmaker LP of 88lé&n, which was principally in visual effects,
offset by an increase in revenue of $8.1 milliokofeing the acquisitions of EP Canada LP and Canada
Film Capital LP.

Revenue for Rainmaker LP for 2005 decreased 29®%20.2 million in 2005 from $28.8 million in
2004 due principally to a drop in revenue from giseffects. Revenue from visual effects in thetfiralf

of 2005 was down significantly due to the cancelabf a major feature film project. Revenue faieo
post decreased 10% in 2005 to $10.3 million frorh.$Imillion in 2004. Revenue from video post was
at a historically low level for the first six mortlof 2005 as the Canadian dollar had rapidly ajigest
late in 2004 and the British Columbia governmeiat bt announce the increase in tax credits to match
those of Ontario until late January 2005. The ladf of 2005 saw the British Columbia film and
television industry recover nicely and revenue \fieo post for the last six months was $6.3 million
which resulted in one of the strongest periodsuntastory. Revenue for Rainmaker LP's film labswa
down 39% in part because of the slow first halfexignced by the British Columbia production indystr
and in part because the number of productions usgigdefinition cameras to capture images rathan t
film increased from 2004. This trend seems to hdewed and for 2006 we would expect revenues for
the film lab to be in line with those of 2005.

EP Canada LP reported revenue of $6.3 million figr period from the date of acquisition, August 4,
2005, to December 31, 2005. This performance wasch of expectations and represented one of the
strongest operating periods in the history of ERada LP.

Canada Film Capital LP reported revenue of $1.8ionilfollowing the acquisition on August 4, 2005,
which was in line with expectations.

Operating and general and administration expenses

Operating costs increased to $20.2 million in 26085 $18.6 million in 2004. The acquisitions of EP
Canada LP and Canada Film Capital LP accountedroincrease in operating costs in 2005 of $4.1
million, while Rainmaker LP had a decrease in ofiegaexpenses of $2.5 million to $16.1 million in
2005 from $18.6 million in 2004, which resultedpart from lower revenues and in part from costicgtt
measures in response to the slow down in produeitbtinity in British Columbia during the first haiff

the year.

General and administration expenses for 2005 weiillion as compared with $943 in 2004, which is

an increase of $370 thousand. EP Canada LP anad@dfilm Capital LP together accounted for the
increase in general and administration expenses.
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Depreciation and Amortization

Depreciation and amortization of property, pland @quipment increased $737 thousand in 2005 to $3.8
million as compared to $3.1 million in 2004. Thegaisition of EP Canada LP accounted for $380

thousand of the increase and the balance resutiedd change in the method of calculating deprieciat

in Rainmaker LP. Previously depreciation was dated on operating equipment on a 20% declining

balance whereas effective January 1, 2005 depmtig calculated on a straight line basis over the

estimated useful life, which ranges from 1 to 7rgea

Earnings before income taxes and non-controlling interest

Earnings before income taxes and non-controllirigrést decreased to $2.4 million in 2005 from $8.5
million in 2004, however 2004 included the proceefla life insurance claim of $3.0 million. Exclad

the life insurance proceeds, earnings before inctaxes and non-controlling interest for Rainmaker L
decreased by $5.9 million in 2005 compared to 200#4e decrease was principally attributable to the
decline in revenue in Rainmaker LP, which mainlcweed in the first six months of 2005. The
acquisitions of EP Canada LP and Canada Film Qdpiaogether resulted in earnings before income
taxes and non-controlling interest of $2.8 millfon 2005.

December 31, 2004 compared with December 31, 2003

Revenue

Revenue decreased 3% to $28.8 million in 2004 §@®.6 million in 2003. Revenue from visual effects
increased 10% to $13.2 million in 2004 from $12.lliom in 2003, primarily due to an increase in the
amount of work on feature films. The number ofj@cts which capture images during production using
high definition cameras instead of film continuedibncrease. While this change in capture format
resulted in some new services in video post, it aésulted in a decrease in revenue from the fiim |
The film lab revenue decreased 26% to $3.0 miliimr2004 from $4.0 million in 2003. Video post
revenue decreased 9% to $11.5 million in 2004 f$dr2.6 million in 2003, primarily due to a decre@se
film to tape transfers caused by less film beingduis the production process. The revenue in vjuiest

of $11.5 million in 2004 was near historically hilgivels.

Operating and general and administration expenses

Operating costs increased to $17.4 million in 26040 $16.4 million in 2003, however 2004 included
$898 thousand relating to visual effects work outsed with no mark up. If these costs were exaude
operating costs for 2004 were $16.5 million, whishs 59.2% of 2004 revenue, whereas for 2003
operating costs were $16.4 million, which is 5592003 revenue.

General and administration expenses increasedlgligh$943 thousand in 2004 from $926 thousand in
2003, primarily due to higher office rent.

Earnings before income taxes and non-controlling interest and net earnings

Earnings before income taxes increased to $8.5omith 2004 from $7.3 million in 2003 and net eags
increased to $8.0 million in 2004 from $6.7 million2003. Both the earnings before income taxes an
non-controlling and net earnings for 2004 inclu8ed$illion relating to life insurance proceeds,iathif
excluded would have resulted in earnings beforenmetaxes and net earnings for 2004 of $5.5 mibiod
$5.0 million, respectively.
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RAINMAKER INCOME FUND

Consolidated Balance Shee
As at December 31
Expressed in thousands of dollai

Asset: 200¢ 2004
Curren
Cash $ 14,97¢ $ 542t
Accounts receivab 7,76( 3,23:
Loans due from production subsidiaries (Note 21i{(p) 17,16, -
Property, plant and equipment held for resale (Mcaad 22(b 2,034 -
Other (Note 7 77C 432
42,707 9,090
Property, plant and equipment (Nott 14,63 13,26(
Intangible assets (Note 6( 7,061 -
Other (Note 7 384 22(
Goodwill (Note 6(b) 1,95/ -
$ 66,739 $ 22,570
Liabilities
Curren
Accounts payable and accrued liabilit $ 5,341 $ 2,03t
Liability for payroll disbursements (Note 7,94( -
Deferred revent 1,77¢ 201
Distributions payab 68¢ 907
Bank loan (Note ¢ 16,51¢ -
Current portion of capital lease obligations pagaiblote 11 1,13¢ 982
33,398 4,125
Capital lease obligations payable (Note 1,497 1,51C
Other (Note 1( 71¢ 877
Non-controlling interest (Note 1 49€ 1,142
36,110 7,654
Unitholders' Equity
Unitholders' capital (Note 1 33,97: 14,40¢
Accumulated earnini 19,45: 16,87:
Accumulated distributior (23,425 (17,037
Contributed surplt 631 674
30,629 14,916

$ 66,739 $ 22,570

Approved by the Trustees:

— ~ ) /&/
) i —
Bruce Hodge, Trustee Mark Prior, Trustee

See accompanying notes to these consolidated falamatements
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RAINMAKER INCOME FUND

Consolidated Statements of Operation
For the years ended December 3:
Expressed in thousands of dollars, except unit anger unit amounts

200t 2004
Revenue $ 28,29 $ 28,76
Expense
Operating 20,21« 18,62:
General and administrati 1,31: 94z
21,527 19,565
Earnings before under noted items 6,764 9,196
Depreciation and amortizati 3,87( 3,132
Amortization of intangible asse 49C -
Interest on lease obligatic 14E 20¢
Compensation costs relating to unit options (NG} 37 37¢
Loss on sale of property, plant and equipr 3 3
Life insurance proceeds (Note - (3,000
Interest incom (158 (68)
4,387 655
Earnings before income taxes and non-controlling mirest 2,377 8,541
Income tax expense (recovery) (Note
Curren (157 17)
Future (48) 122
(205) 105
Earnings before non-controlling interest 2,582 8,436
Non-controlling interest (1) (465)
Net earnings for the year $ 2581 $ 7971
Net earnings per trust unit - basic $ 0.19 $ 0.74
Net earnings per trust unit - diluted $ 0.19 $ 0.73
Weighted average number of trust units outstar
- basic 13,291,426 10,715,003
- diluted for the effect of unit options and excpable
Class B LP Units 13,829,028 11,531,020

See accompanying notes to these consolidated falamatements
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RAINMAKER INCOME FUND

Consolidated Statement of Unitholders' Equit

For the years ended December 2
Expressed in thousands of dolla

Unitholders' Accumulated Accumulated Contributed

Capital Earnings  Distributions  Surplus Total
Balance as at December 31, 2003,
as previously reported $ 15249 $ 9,691 $(12,135) $ 335 $ 13,140
Retroactive restatement to reclassify
non-controlling interest (Note 3) (841) (791) 670 (19) (981)
Balance December 31, 2003,
as restated 14,408 8,900 (11,465) 316 12,159
Net earnings for the year - 7,971 - - 7,971
Distributions declared - - (5,572) - (5,572)
Contributed surplus on compenstion
costs relating to unit options - - - 358 358
Balance December 31, 2004 14,408 16,871 (17,037) 674 14,916
Net earnings for the year - 2,581 - - 2,581
Distributions declared - - (6,388) - (6,388)
Contributed surplus on compenstion
costs relating to unit options - - - 37 37
Reallocation of contributed surplus
on exercise of unit options 80 (80) -
Units issued on exercise of options 69 - - - 69
Units issued on private placement 19,000 - - - 19,000
Conversion of Class B LP Units - - - - -
to Trust units (Note 14) 414 - - - 414
Balance December 31, 2( $ 33,97: $ 19,45: $(23,425 $ 631 $ 30,62¢

See accompanying notes to these consolidated falatatements

Rainmaker Income Fund 20 Annual Report 2005



RAINMAKER INCOME FUND

Consolidated Statements of Cash Flov
For the years ended December 3
Expressed in thousands of dollal

200¢ 200
Operating Activities
Net earnings for the ye $ 2,581 $ 7,971
Items not involving cas
Depreciation and amortizati 4,36( 3,13¢
Loss on sale of property, plant and equipr 3 3
Non-controlling intere: 1 46¢
Compensation costs relating to unit opti 37 37¢
Income tax (recovery) expense — fu (48) 122
6,934 12,073
Changes in non-cash operating working capital ittduie 18) 2,63 (2,260
9,565 9,813
Financing Activities
Payment of distributior (6,570 (7,286
Payment of distributions to non-controlling inte (270 (425
Proceeds of units issued for ¢ 19,06¢ -
Repayment of bank lo (2,723 -
Repayment of capital leas (1,114 (1,763
8,392 (9,474)
Investing Activities
Purchase of property, plant and equipment, n
$951 (2004 - $841) financed with a capital l¢ (1,231 (1,950
Proceeds on sale of property, plant and equig 5 18
Acquisition of EP Canada LP, net of cash rece (6,474 -
Acquisition of Canada Film Capital | (3,232 -
Repayment of loans due from production subsidi 2,70:¢ -
Release of restricted ct - 71%
Othel (77 14€
(8,406) (1,073)
Increase (decrease) in cash for the year 9,551 (734)
Cash at beginning of ye 5,42¢ 6,15¢
Cash at end of year $ 14,976 $ 5,425
Supplemental Disclosure of Cash Flow Informatio
Cash payments for interest $ 142 $ 208
Cash payments for income taxes $ 79 $ 113
Non-Cash Investing and Financing Activitie
Acquisition of property, plant and equipment finadc
with a capital lease $ 951 $ 841

See accompanying notes to these consolidated falatatements
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RAINMAKER INCOME FUND

Notes to the Consolidated Financial Statements

December 31, 2005 and 2004
(tabular note amounts in thousands of dollars)

1.

Nature of operations

Rainmaker Income Fund (the "Fund") is an unincaaped open-ended limited purpose trust
established under the laws of the Province of 8ritColumbia and governed by a Declaration of
Trust. The Fund provides services to the film aelévision industry through its operating

subsidiaries Rainmaker Limited Partnership ("Raikenad_P"), EP Canada Limited Partnership
(Note 4(a)) ("EP Canada LP") and Canada Film Chpitaited Partnership (Note 4(b)) ("Canada

Film Capital LP").

Rainmaker LP provides post production services|uiting visual effects, EP Canada LP
provides payroll processing services and Canada Bépital LP provides administration and
financing of film tax credits.

Significant accounting policies

The Fund’s accounting policies are in accordandd Wanadian generally accepted accounting
principles.

@) Basis of presentation

These consolidated financial statements includeattteunts of the Fund, RNK Capital
Limited Partnership ("RNK Capital LP"), RainmakentBrtainment Group Ltd. ("REG")
and its three principal operating subsidiarieshRaker LP, EP Canada LP and Canada
Film Capital LP. All significant intercompany lagices and transactions have been
eliminated.

Certain of the comparative figures have been reiflad to conform with the current
year's presentation.

(b) Measurement uncertainty

The preparation of consolidated financial stateseint accordance with generally

accepted accounting principles requires managetoemiake estimates and assumptions
that affect the reported amounts of assets anditie® and disclosure of contingent

assets and liabilities at the date of the consm@tifinancial statements and the reported
amounts of revenues and expenses during the neggeériod. Significant areas that

involve estimates include the provision for doub#acounts receivable, the depreciation
and amortization of property, plant and equipméms, allocation of purchase price on

business acquisitions, revenue recognition, indgdhe determination of the percentage
completion of specific services and the allocatddradministration and finance service

fees to the fair value of specific services prodidend certain provisions for possible

future liabilities. Since estimates and assumgtiane limited by the relevance of

historical data and uncertainty of future eventsua results could differ from those

estimates.
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RAINMAKER INCOME FUND

Notes to the Consolidated Financial Statements
December 31, 2005 and 2004
(tabular note amounts in thousands of dollars)

2. Significant accounting policies (Continued)

(©

(d)

Foreign exchange

Monetary assets and liabilities are translatedaoadian dollars at the rate of exchange
in effect at the balance sheet date. Other aasetdiabilities are translated at the rates
prevailing at the transaction dates. Revenueseapdnses are translated at the average
rates prevailing during the period, except for @éemtion and amortization, which are
translated at exchange rates prevailing when flatedeassets were acquired or liabilities
were incurred. Foreign exchange gains and losseseflected in net earnings for the

period.

Revenue recognition

(i)

(ii)

(iif)

Revenue from post production related services @imarily recognized as the
services are performed based on agreed billing.rédRevenue from certain fixed
price contracts are recognized using the percerdbgempletion method based
on the ratio of costs incurred as compared to eséidhtotal costs to complete.
The timing of revenue recognition may differ frorhet contract payment
schedules. When contract payments have been eec@ivexcess of revenue
recognized, it is recorded as a deferred revemidity.

Revenue from payroll processing is recognized wdearvice contract is signed,
the service has been provided, the sales pricéxesl fand determinable and
collection is reasonably assured.

Revenue from contracts for administration of tagditr programs is recognized
using the percentage of completion method baseth@matio of labour hours

incurred as compared to total estimated labourshtmucomplete the contract and
related tasks. Revenue from contracts which ireladfixed price for both

administration and financing of tax credits is rguiaed using different methods.
The contract consideration is allocated to eacharsdye service based on
management's estimate of the fair value of eachhef administration and

financing services. The revenue for administrats@nvices is recognized as
described above and the revenue for the finan@ngces is recognized using an
effective interest rate based on the related cenaibn applied to the principal
balance of funds advanced over the period thatldhe to the production

subsidiary is outstanding.
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RAINMAKER INCOME FUND

Notes to the Consolidated Financial Statements
December 31, 2005 and 2004
(tabular note amounts in thousands of dollars)

2. Significant accounting policies (Continued)
(e) Unit-based compensation plan

The Fund has a unit-based compensation plan thabis fully described in Note 13.
The exercise price of the unit options granted utlge Fund’s unit-based compensation
plan may be reduced in future periods in accordamvitte the terms of the plan. The
amount of the reduction cannot be reasonably etdoinas it is dependent upon the
timing and amount of future distributions and assult, the fair value of the unit options
cannot be reasonably estimated on the date of.grané value of compensation to be
recorded is measured each period based on theehaftite excess of the current quoted
unit price over the exercise price of the unit ops at the end of the period.

() Property, plant and equipment
Property, plant and equipment are recorded at cost.
Effective January 1, 2005, the Fund changed itsredégition rate on its operating
equipment from 20% declining balance to straighe lover the estimated useful life,

which ranges from 1 to 7 years. This change iimagé has been applied prospectively.

Depreciation and amortization is charged to openatiover the estimated useful life of
the assets at the following annual rates:

Operating equipment straight line over 1 to 7ryea
Software straight-line over 3 years

Furniture and office equipment straight-line oBegrears

Leasehold improvements straight-line over the les$ehe term

of the lease and 10 years

Property, plant and equipment are reviewed for impent on a periodic basis and when
the undiscounted estimated future cash flows rieguftom the use of the assets and its
eventual disposition is less than the carrying @athe difference between the estimated
fair value and the carrying value is charged taragens in the period.

(9) Earnings per unit

Basic earnings per unit are calculated by dividihg net earnings by the weighted
average number of Trust Units outstanding durirgréporting period. Diluted earnings
per unit are calculated based on the basic weightetage number of Trust Units
outstanding during the period, plus the effect ibftibe unit equivalents such as options
and Class B LP units (Note 12). The diluted pdat amounts are calculated using the
treasury stock method, as if all the unit equiveemhere average market price exceeds
issue price had been exercised at the beginninigeofeporting period, or the period of
issue, as the case may be, and that the fundshebttiereby were used to purchase units
of the Fund at the average trading price of thésuhiring the period.
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2. Significant accounting policies (Continued)

(h)

(i)

0)

Income taxes

The Fund is a mutual fund trust as defined underltitome Tax Act of Canada and

accordingly, is not subject to taxation on its @#agne to the extent that its earnings are
distributed to its unitholders. Accordingly, nmpision for income taxes has been made
in respect of the Fund or its consolidated non-cafe subsidiaries. The Fund's

corporate subsidiaries are subject to tax and viollbe asset and liability method of

accounting for income taxes. Under this methothptarary differences between the

carrying amount of balance sheet items and thenesponding tax bases result in either
future income tax assets or liabilities. Futureoime taxes are computed using
substantially enacted tax rates for the years iichwithe differences are expected to
reverse. Future income tax assets are only rezediio the extent that, in the opinion of
management, assets will more likely than not bézexh The effect on future tax assets
and liabilities of a change in tax rates is recegdiin earnings in the period that includes
the date of enactment or substantive enactment.

Consolidation of variable interest entities

Effective with the acquisition of Canada Film CapitP, the Fund has adopted
consolidation of variable interest entities, CICAndbook Accounting Guideline 15
("AcG 15"). AcG 15 provides guidance for applicatiof consolidation principles to
those entities defined as variable interest estifi®IE"). A VIE is an entity in which
equity investors do not have a controlling finahaiéerest and include entities where the
equity invested is considered insufficient to fioanthe entity’'s activities without
additional subordinated financial support. UnderGAd45, the Fund is required to
consolidate a VIE that results in the Fund beingosed to a majority of expected losses
and benefit from a majority of expected residuaumes, or both. The Fund has
determined that certain subsidiaries of Canada Ehpital LP (Note 4(b)) engaged in
film production are VIE's, however, as the Fundni exposed to the majority of
expected losses or benefits of these subsidiadesordingly they have not been
consolidated as described in Note 7(c). The adomf AcG15 did not have a material
impact on the results of operations and finanatitpn of the Fund prior to the date of
acquisition of Canada Film Capital LP.

Asset Retirement Obligations

The Fund prospectively adopted the recommendatb®&CA Handbook Section 3110
"Asset Retirement Obligations" as of January 1,4200hese recommendations focus on
the recognition and measurement of liabilities fasligations associated with the
retirement of property, plant and equipment wheos¢hobligations result from the
acquisition, construction, development or normakragions of the assets. These
obligations, if material, are recorded at fair wahnd capitalized and depreciated as part
of the cost of the related asset.
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2. Significant accounting policies (Continued)

(K) Goodwill

All business acquisitions are accounted for usimg purchase method. Goodwill is
carried at cost, is hot amortized and represergseiftess of the purchase price of a
business acquired over the fair value of the nattiflable tangible and intangible assets.
Goodwill is assessed for impairment at the busingss level on an annual basis, or
sooner if events or changes in circumstances italiteat carrying value could exceed
fair value. Goodwill is assessed using a two stgproach, with the first step being to
assess whether the fair value of the reporting tonwthich goodwill is associated is less
than its carrying value. If this is the case, eosel step impairment test is performed
which requires comparison of the fair value of geifidto its carrying value. If the fair
value is less than carrying value, goodwill is innpd and a charge to operations is made.
The fair value of the reporting units is determirfemm internally developed valuation
models that consider various factors such as narethbnd projected earnings, present
value of future cash flows and discount rates.

)] Intangible assets

Intangible assets include a license agreement astbroer contacts and relationships,
which were acquired as part of the business admunsi(Note 4) and have been recorded
at the estimated fair value at the date of acdoisit The license agreement is being
amortized straight line over the initial term oethgreement to December 31, 2011 and
the customer contacts and relationships are beingrtezed straight line over the

estimated useful life of between 5 and 8 yearstanigible assets are assessed for
impairment on at least an annual basis and the Fuaids a determination whether or

not there has been an impairment to the intangiféet based on the undiscounted future

cash flows and, if necessary, records an impairrokatge to write-down the assets to
the estimated fair value.

3. Change in accounting policy and retroactive restement

The Fund retroactively adopted the new recommenidsitof the Canadian Institute of Chartered
Accountants as described in EIC-151 "Exchangeabteiies issued by Subsidiaries of Income
Trusts". The Class B Limited Partnership unite (t&lass B LP units") issued by RNK Capital
LP, a subsidiary of the Fund, which are held bydtiparties are entitled to receive distributions,
are exchangeable for units of the Fund and aresfeeable in certain circumstances. EIC-151
requires that such securities be classified ascootrolling interests on the balance sheet. The
retroactive effect of this change to the consoéiddtalance sheet as at December 31, 2004 is to
increase non-controlling interest by $1,142,085¢rel@se unitholders' capital by $841,326,
decrease accumulated distributions by $994,836redse contributed surplus by $39,357 and
decrease accumulated earnings by $1,256,238. fféet ef this change on the consolidated

statements of operations for the year ended DeaeBihe2005 is to decrease the net earnings by
$694.
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4.

Business acquisitions

(@)

Acquisition of EP Canada Limited Partnership

RNK Capital LP, a subsidiary of the Fund, acquiegtiCanada Limited Partnership ("EP
Canada LP") for cash consideration of approximat&lp.7 million including costs.
Immediately prior to the acquisition by RNK Capita?, the business of EP Canada Inc.
("EP Canada") was transferred to EP Canada LPwéy riermed limited partnership. EP
Canada LP provides payroll services to the film tabelvision production industry across
Canada from offices in Toronto and Vancouver. ERd&a delivers some of its services
under license from GEP Administrative Services,. lna affiliate of Entertainment
Partners of Los Angeles.

The acquisition of EP Canada LP has been accotimtesing the purchase method with
earnings being included in the consolidated opamatirom August 4, 2005, the date of
acquisition. A summary of the net assets of EPa@arLP acquired at fair value as at
August 4, 2005 is as follows:

Casl $ 9,23¢
Accounts receivab 1,39:
Other current asse 167
Property, plant and equipm: 5,14¢
Intangible asset - License agreen 6,40(
Intangible asset - Customer contacts and relatips 70C

23,04°
Accounts payable and accrued liabili 8,98
Capital lease obligations paya 301
Net assets acquir 13,75¢
Goodwill 1,95¢
Purchase pric $ 15,71
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4. Business acquisitions (continued)

(b)

Acquisition of Canada Film Capital Limited Partnbis

RNK Capital LP, a subsidiary of the Fund, acquit@dnada Film Capital Limited

Partnership ("Canada Film Capital LP") for cash sideration of approximately $3.2
million including costs. Immediately prior to tleequisition by RNK Capital LP, the
business of Comweb Film Capital Corporation ("CFL®@as transferred to Canada Film
Capital LP, a newly formed limited partnership. @da Film Capital LP provides film

tax credit administration services and financingtigh factoring tax credits.

The acquisition of Canada Film Capital LP was aoted for using the purchase method
with earnings being included in the consolidatedrafions from August 4, 2005 the date
of acquisition. A summary of the net assets ofdanFilm Capital LP acquired at fair
value as at August 4, 2005 is as follows:

Accounts receivab $ 3,417
Loans due from production subsidia 19,87:
Other current asse 30¢
Property, plant and equipm: 15
Intangible asset - Customer contacts and relatips 451

24,06
Accounts payable and accrued liabili 1,58¢
Bank loal 19,24:
Net assets acquired and purchase 3,23
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5. Property, plant and equipment
200¢ 200/
Accumulated Net Book Net Book

Cos Depreciatiol Value Value

Operating equipme $ 17,69¢ $ 7,062 $ 10,63° $ 11,89°
Software 2,78:¢ 61t 2,16¢ 34¢
Leasehold improvemer 1,88( 49¢€ 1,38¢ 85k
Furniture and office equipme 557 113 444 16C

$ 22,919 $ 8286 $ 14,633 $ 13,260

Operating equipment and software includes asseaderucapital lease, which have a cost at
December 31, 2005 of $4,630,569 (2004 - $10,863,@6M $115,460 (2004 - $115,460),
respectively, and a net book value of $2,807,16042- $4,229,666) and $Nil (2004 - $35,285),
respectively.

Property, plant and equipment held for resale stsisof two office buildings in North
Vancouver, British Columbia that were acquired ag pf the acquisition of EP Canada LP (Note
4(a)). The carrying amount represents the estoinagé realizable value.

6. Intangible assets and goodwill
€)) Intangible assets
200¢ 200¢
Accumulated Net Book Net Book
Cos Amortizatior Value Value
License agreeme $ 6,40( $ 41¢ $ 5,98¢ $ -
Customer contacts and relations! 1,151 74 1,077 -

$ 7,55] $ 49 $ 7,061 $ -

The intangible assets were acquired in connectiith the acquisition of EP Canada LP and
Canada Film Capital LP and are recorded at managé&nestimate of the fair value at the date of
acquisition (Note 4).

(b) Goodwill

200t 200¢

EP Canada L $ 1,95« $ -
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7. Other assets
200¢ 200/
Curren
Prepaid expens $ 514 $ 23¢
Inventory 222 15¢
Othel 34 34
$ 77C $ 43z
Non-Curren
Deferred lease commissi 16€ 187
Deferred employee compensai 18C -
Investment in production subsidiaries, at « 1 -
Othel 37 33
$ 384 $ 22C
@) Deferred lease commission

The deferred lease commission represents a conamigsiid to negotiate a long term
building lease and is being amortized over theddr yease term

(b) Deferred employee compensation

An amount of $180,000 was made available to a sesmaployee to assist with the

purchase of a home upon relocation. The amounbisinterest bearing and may be
forgiven over three years, commencing August 4520@sed on annual financial targets.
Any amount that is forgiven will be recognized asnpensation expense in the period it
is earned.

(©) Investment in production subsidiaries

In order to provide its services of administratard financing of film tax credits, Canada
Film Capital LP incorporates a single purpose potidn company (the "Producer"), on
behalf of the foreign studio, which is used for t@duction of film and television
programs. The Producer, which is wholly-owned tgn&da Film Capital LP, and the
foreign studio enter into a production serviceeagrent under which the foreign studio
is responsible for all costs.

Although Canada Film Capital LP is the sole shaddro the Fund has concluded that
these production subsidiaries are variable intezasities as the Fund does not have a
controlling financial interest. As the Fund istxposed to the majority of expected
losses and does not benefit from a majority ofakgected residual returns the Fund has
concluded that it is not the primary beneficiargl@s a result has not consolidated these
entities. Consequently the investment in thesepemies is recorded at cost.

The Fund's exposure to loss in connection withahpeduction subsidiaries is limited to
the receivable for fees (Note 21(a)(i)) and thentoéo production subsidiaries (Note

21(a)(iii)).
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8.

10.

Liability for payroll disbursements

EP Canada LP receives advances from productionpaoi@s for payroll disbursements in
connection with provision of its payroll processsgyvices which are recorded as a liability until
such time as they are disbursed. Interest on fiu@sis accrues to the benefit of the Fund.

Bank loan

The bank loan is advanced under a 364 day extemaakblving credit facility of up to $33.0
million which is available to Canada Film Capitd® for the purpose of providing financing to its
production subsidiaries through which productiorviees are provided to foreign studios. The
revolving credit facility is extendable annuallybgect to appropriate approvals, with each
extension having a duration of 364 days. The Haak bears interest at prime plus one-half
percent per annum and is repayable based on the tdrthe credit facility.

Security for the bank loan includes:

» A general security agreement given by Canada Fépit@l LP;

» Subordinations and postponements of claims giveRMI Capital LP and the Fund;

e Securities pledge agreements given by RNK Cap#abt.its partnership units in Canada
Film Capital LP;

» An unlimited recourse guarantee, secured by a gksecurity agreement, given by RNK
Capital LP, and

* An assignment of loans due from production subsgiawith a carrying amount of
approximately $17.2 million at December 31, 2005.

Other liabilities

200¢ 2004
Deferred lease inducem $ 66¢ $ 75C
Othel 5C 127

$ 719 $ 877

The deferred lease inducement represents fundsvedcdrom the landlord for building
renovations. The amount received has been defangds amortized to operations over the term
of the lease.
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11. Capital lease obligations payable
200¢ 2004

Interest at 5.325% per annum expiring Septembed $ 894 $ -
Interest at 5.525% per annum expiring April 2 58C 727
Interest at 6.225% per annum expiring July - 79C 1,211
Interest at 7.475% per annum expiring December 11C -
Interest at 6.30% per annum expiring December 14C 25¢
Interest at 9.267% per annum expiring July - 104
Interest at 7.978% per annum expiring July - 12 -
Interest at 7.86% per annum expiring April 2 - 29¢€

2,63( 2,49;
Less: Current portic (1,133 (982

$ 1,497 $ 1,510

The capital leases are secured by the related pyopdant and equipment (Note 5). The future
minimum lease payments are as follows:

200¢ $ 1,257
2007 74z
200¢ 391
200¢ 29¢€
201C 18€
2,872

Less: imputed interest (242)
$ 2,630
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12. Unitholders' capital

200¢ 200¢
Number of Number of
Trust Unitt  Amoun! Trust Units  Amount
Balance at beginning of ye 10,715,00 $ 14,40¢ 10,715,00 $ 14,40¢
Issued for cash pursuant
a private placeme 5,846,15! 19,00( - -
Issued for cash on the exer: - -
of unit option: 43,33« 6S
Reallocation of contributed surp
on the exercise of unit optic - 8C - -
Conversion of Class B LP Uni
to Trust Units (Note 1. 284,94 414 - -
Balance at end of year 16,889,439 33,971 10,715,003 $ 14,408

Each Trust Unit of the Fund is transferable ande®sgnts an equal undivided beneficial interest
in the net assets of the Fund and entitles theehdtd participate equally in distributions of the

Fund. Each Trust Unit held entitles the unitholaeone vote at all meetings of unitholders. The
Trust Units have no conversion, retraction, redémnpdr pre-emptive rights, except that they are
redeemable at any time on demand of the holdenauats related to market prices at the time of
redemption, subject to an aggregate maximum ofC&EOin cash redemptions in any particular
month. This limitation may be waived at the disiore of the Trustees of the Fund.

On August 4, 2005, the Fund completed a privategoient of 5,846,155 Trust Units at a price of
$3.25 per unit for net proceeds of $19,000,004.

During the year ended December 31, 2005, a tot&l8d{947 Trust Units were issued for no
consideration on the exchange of an equal numb€tasfs B LP units of RNK Capital LP. The
exchange resulted in the reclassification of $41@,ffom non-controlling interest (Note 14) to
unitholders' capital.
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13.

14.

Unit based compensation plan

The Fund has a variable price unit option plan amder this plan the Fund may grant options to
its employees to allow them to purchase up to @BD,Drust Units of the Fund. The exercise
price of each option granted is equal to the Furidsing unit price on the day prior to the date of
grant and the maximum term is ten years. The @&emrice is reduced by the amount of the
monthly per unit distributions of the Fund.

As at December 31, 2005 there were unit optionatgdato allow employees to purchase a total
of 360,000 Trust Units (2004 — 403,334 Trust UnitShese options expire on June 3, 2012. As
at December 31, 2005 the exercise price is $1.4Qme(December 31, 2004 - $1.88) and it will
decrease monthly by the amount of distributiondatted and paid.

200¢ 2004
Balance at beginning of ye 403,33 425,00(
Exercised in the year (Note : (43,334 -
Expirec - (21,666
Balance at end of year 360,000 403,334

The value of compensation to be recorded is medseseh period using a variable accounting
method based on the difference between the cuar@hprice and the exercise price of the unit
options at the end of the period. The quoted markiee of the Trust Units as at December 31,
2005 was $3.25 (2004 - $3.94), whereas the exeptise as at December 31, 2005 was $1.40
(2004 - $1.88) per unit.

Non-controlling interest and special voting urs

On the formation of the Fund on May 31, 2002, tlemier shareholders of Rainmaker
Entertainment Group Ltd. either received Trust 8wt the Fund or Class B LP Units of RNK
Capital LP, a majority owned limited partnershiptbé Fund. The Class B LP Units have the
same economic and voting rights equivalent, inadterial respects, to the Trust Units and are
exchangeable on a one for one basis for Trust @hitise Fund for no additional consideration at
any time at the option of the holder. The Clasd B Units are transferable, with certain
restrictions, and the holders are entitled to arpta share of income and distributions.
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14. Non-controlling interest and special voting urs (Continued)

Details of the Class B LP Units, which are recordschon-controlling interest in these financial
statements, are as follows:

200t 200¢

Number of Number of
Class BLP Unit Amouni Class B LP Unit  Amount

Balance at beginning of ye 625,68. $ 1,14: 625,68 $ 981

Allocation of earning 1 46t

Payment of distributior (233 (325
- 21

Allocation of contributed surpli
Conversion of Class B LP Uni
to Trust Units (Note 1. (284,947 (414 -

Balance at end of year 340,736 496 625,683 $ 1,142

The Fund may issue special voting units from timérhe to holders of record of securities. The
holders of special voting units are entitled torsnamber of votes at meetings of unitholders as
may be determined by the Trustees at the time safaisce but shall not be entitled to any
distributions from the Fund. Special voting uritese been issued to the holders of the Class B
LP Units on the basis of one special voting unitdach Class B LP Unit held.

15. Life insurance proceeds

The life insurance proceeds relate to a key man tiée insurance policy held by Rainmaker LP
on the life of Bob Scarabelli, the former presidant CEO, who died suddenly on September 8,

2004 from natural causes.
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16. Contingent liabilities and commitments

(@)

(b)

(©)

Commitments

The Fund has various operating leases with renmibénms up to nine years plus
renewal options. Future minimum lease payment®utitese operating leases are as
follows:

200¢ $ 1,467
2007 1,317
200¢ 1,28¢
200¢ 1,17¢
201C 1,14:
Thereafte 1,96:

$ 8,351

License fees

The Fund is a party to a license agreement with GERinistrative Services Inc. (dba
Entertainment Partners of Los Angeles), which egion December 31, 2011. The
license agreements allows for the use of the nam€&nada and allows EP Canada LP
to market the VISTA™ Software System in Canada ayabnther benefits. Pursuant to
the license agreement the Fund, pays a quartezledeal to a specified percentage of
payroll service revenue.

Litigation

The Fund and its subsidiaries, may from time taetitve a party to certain legal disputes
and claims that arise in the normal course of mssinnone of which individually, or in
aggregate, are expected to have a material ade#fess of the Fund's financial position.
The Fund maintains provisions for certain of thésens, which it considers to be
adequate.
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17.

18.

Income taxes

The Fund is a "mutual fund trust" as defined urtterincome Tax Act (Canada) and accordingly
is not taxable on its income to the extent thaint®me is distributed to its unitholders. This

exemption does not apply to the Fund's corporabsidiaries, such as REG, that are subject to
income tax.

The significant variations between the combinedustay federal and provincial tax rates of
34.9% (2004 - 35.6%) and the effective tax rateaaréollows:

200¢ 2004
Earnings before income taxes and non-controllingras $ 2,37 $ 8,541
Net earnings of the Fund subject to tax in handsaholder: (2,656 (8,649
Net (loss) earnings of subsidiariy companies be
provision for income taxi (274 10¢
Expected (recovery) provision for income taxesaiusory rate (99) 38
Valuation allowance on loss of foreign subsid 55 -
Revision of prior years estima (122 (27)
Othel (39) 94
Income tax (recovery) expense $ (205) $ 105

Pursuant to Emerging Issues Committee Abstract "Epplication of CICA 3465 to Mutual
Fund Trusts, Real Estate Investment Trusts, Royaligts and Income Trusts" the Fund does not
recognize any future income tax assets or liakdittn temporary timing differences in the Fund.
There are no material future income tax assetgabilities on temporary differences relating to
the Fund's consolidated corporate subsidiaries.

Changes in non-cash operating working capital

200t 2004
Accounts receivab $ 247 $ (74)
Other current asse 13¢ (95)
Accounts payable and accrued liabili 671 (2,091
Deferred revent 1,57¢ -

$ 2631 $ (2,260
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19. Business segments
The Fund operates in three distinct business segmeith each segment offering different
services to the film and television industry. Raaker LP provides post production services, EP
Canada LP provides payroll services and Canada Eigpital LP provides film tax credit
administration and financing through factoring taedits.
In 2004, the Fund operated in only one segment oftfdainmaker LP.

The amounts shown below for EP Canada LP and CarbdaCEpital LP are from the date of
acquisition, August 4, 2005 to December 31, 2005

Year ended December 31, 2005

Rainmaker EP Canada
LP Canada  Film Capital Other Total
Revenu $ 2023 $ 628 $ 1777 $ - $ 28,29
Segment earnings (loss) before undernoted $ 3,82 3,058 $ 538 $ (654)% 6,764
Depreciation and amortization of
property, plant and equipment 3,548 380 2 - 3,930
Amortization of intangible assets - 452 38 - 490
Amortization - other (60) - - - (60)
Loss on sale of property, plant and equipment 3 3
Compensation costs related to unit options 37 - - - 37
Interest on lease obligations 136 9 - - 145
Interest income (56) (58) - (44) (158)
Segment Earnings before income tax
and non-controlling intere $ 214 $  227F $ 496 $ (610, $ 2,37
Expenditures for segment
property, plant and equipmi $ 213t $ 32 % 15 3 - $ 2,18
December 31, 2005
Rainmaker EP Canada
LP Canada  Film Capital Other Total
Goodwill $ - $ 1,954 $ - $ - $ 1,954
Total assets $ 17,900 $ 25853 $ 22,549 $ 437 $ 66,739
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20. Financial instruments, risks and other matters

(@)

(b)

(©)

(d)

Financial instruments

Financial instruments include cash, accounts ratédy loans due from production
subsidiaries, accounts payable and accrued ligkilitiability for payroll disbursements,
bank loan, distributions payable and capital leas@yations payable, the fair values of
which approximate the carrying values.

Foreign exchange risk

The Fund is not exposed to significant foreign exae risk, except for revenue
denominated in United States dollars and United #imy pounds. In 2005 revenue
denominated in United States dollars accounted’%r(2004 — 20%) of total revenue.
Revenue denominated in pounds for 2005 and 2004efasiaterial. The Fund does not
currently use derivative instruments to manageidorexchange risk.

Credit risk

Substantially all of the Fund's customers are iretfitertainment industry and are subject
to normal industry credit risks. Credit risk is maged through a credit approval process
and monitoring procedures.

As at December 31, 2005, 2 customers each accouotedver 10% of accounts
receivable and together they accounted for 31%coduants receivable. As at December
31, 2004, three customers each accounted for od&s &f accounts receivable and
together they accounted for 50% of accounts rebtgva

Customer concentration

During the year ended December 31, 2005, the Fudahea customer that accounted for
13% of the total revenue. During the year endedeDwer 31, 2004, the Fund had two
customers that each accounted for over 10% of ¢t@ tevenue and together the
accounted for 44% of total revenue.
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21. Related party transactions

@) The Fund does not consolidate certain of its slidnsés as discussed in Notes 2(i) and
7(c) on the basis that the Fund does not have tatlorg financial interest. Details of
transactions with these non-consolidated producidgsidiaries are as follows:

(@) As at December 31, 2005, accounts receivable desli$4,568,032 (2004- $Nil)
due from production subsidiaries.

(i) As at December 31, 2005, accounts payable and extdiabilities includes
$686,981 (2004 -$Nil) due to production subsidgrie

(iii) Loans due from production subsidiaries earn a fimanfee, are due on demand
and are secured by an assignment of and secutisest over film production
tax credits due to the production subsidiaries.

(iv) Revenue for the year ended December 31, 2005 ies!$®,784,566 (2004 -
$Nil) for fees and services provided to productsosidiaries at market rate for
these services.

(b) As at December 31, 2005 accounts receivable insl&#95,129 due from companies
controlled by a Trustee of the Fund.
22. Subsequent events
Subsequent to December 31, 2005, the Fund:

€)) declared distributions of $0.04 per unit to unithek of record on each of January 31,
2006, February 28, 2006 and March 31, 2006; and

(b) sold one of its two properties held for resale @NB} for net proceeds of approximately
$1.8 million, which approximates the carrying amoun
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