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RAINMAKER INCOME FUND 
 
Rainmaker Income Fund (the “Fund”) is an unincorporated open-ended limited purpose trust established 
under the laws of the Province of British Columbia and is listed on the Toronto Stock Exchange under the 
symbol RNK.un.   
 
The Fund is headquartered in Vancouver, British Columbia, Canada and owns a number of businesses 
involved in the entertainment industry.   
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SUMMARY DESCRIPTION OF THE OPERATING BUSINESSES 
 

Rainmaker Entertainment (“Rainmaker”) 
 
Rainmaker is an industry leader in computer generated (“CG”) animation of family entertainment, 
producing direct to DVD films, television programs and theatrical feature films.  Rainmaker was 
originally established in 1993 as Mainframe Entertainment.  Since that time it has used its unique 
production pipeline to create, produce and deliver 27 feature length films based on top international 
brands such as “Barbie”, “Hot Wheels”, “Spiderman”, “Casper”, “Popeye”, “Tony Hawk”, “Stuart 
Little”  and “Inspector Gadget”.   Rainmaker is recognized as an industry pioneer for having developed 
the groundbreaking internationally distributed television series “ReBoot”™ and more than 280 half-hour 
programs of CG animated television including “Transformers: Beast Wars” and “Beast Machines”, 
“Action Man”, and “Heavy Gear”. 

Animation Industry Overview 

Animation has been a major entertainment medium for decades, and is typically designed to have broad 
appeal to general audiences, particularly families and children.  Animation generally does not become 
outdated as quickly as live-action programming, allowing an animated program to be enjoyed by each 
new generation of children and generally providing a longer life cycle for merchandising and licensing of 
products relating to such programming. 

Historically children have been the primary target market for animated television programming and feature 
films, however in more recent years both animated feature films and television programs have shifted to a 
much broader base of viewers.   

In 1995, Disney released “Toy Story”, the world’s first entirely CG animated feature film, which was 
developed and produced by Pixar.  “Toy Story” has achieved worldwide success both in its theatrical release 
and subsequent home video sales.  Since then Pixar and Disney have gone on to produce “Toy Story 2”, 
“Monsters, Inc.”, “Finding Nemo”, “The Incredibles”, “Cars” and most recently “Ratatouille”, all of 
which have achieved exceptional box office and home video / DVD sales. 

Other studios have also produced entirely CG animated feature films with varying success, such as “Shrek”, 
“Shrek 2”, the highest grossing animated film of all time, “Shrek the Third”, “Madagascar”, and “Shark 
Tale” by DreamWorks, “Ice Age”, “Ice Age: The Meltdown” and “Robots” by Fox and Blue Sky, “Happy 
Feet” and “The Polar Express” by Warner Bros. and “Open Season” and “Surf’s Up” by Sony.  CG 
animated films are no longer only for children.  Many recent releases, such as “Shrek the Third” have been 
geared primarily to the adult market. 

Moreover, as demonstrated by the worldwide success of television shows such as “The Simpsons”, “South 
Park”, “Spongebob Squarepants”, “King of the Hill” and “Family Guy”, animation content has broad appeal 
across traditional gender, demographic and cultural barriers. 

Based on the success of these franchises, Rainmaker believes there will be continued high demand for CG 
animation entertainment.  
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Rainmaker’s Core Business Strategy 

In its more recent history Rainmaker has been engaged primarily in work for hire productions for clients 
such as Mattel, Sony, Hasbro, and Lions Gate producing direct to DVD films, television programs and 
theatrical feature films.  During the year ended December 31, 2007, Rainmaker continued to build its 
work for hire relationship with Mattel.  We completed the production of “Barbie as the Island Princess” 
and commenced production of “Barbie and the Diamond Castle”, the eighth film in the series starring 
“Barbie”, one of the flagship properties of Mattel Inc.  We also completed “Barbie Fairytopia: 
Mariposa” and “Max Steel: Dark Rival” for Mattel, each of which is the fourth film in the series to date.   

In March 2007 we commenced production of our largest production to date when we began work on 
“Escape from Planet Earth”, a $42 million budget feature length film for the Weinstein Company which 
is scheduled for completion in late 2009.  We are also working on the production of “The Nutty 
Professor: Facing the Fear”, starring the voice of Jerry Lewis, again for the Weinstein Company which 
is scheduled to be completed in April 2008. 

Rainmaker’s Strategic Animation Outlook 

The work for hire production work has been the back bone of Rainmaker’s animation business for the 
past few years and it has allowed us to build a first class production facility, develop and hone our 
production pipeline and to hire a very talented and experienced work force.   

Going forward, Rainmaker is looking at transitioning its work for hire business into the development of 
its own proprietary productions. This strategy will benefit Rainmaker in a number of ways, the first being 
that it will allow Rainmaker to control production timing to increase utilization of its work force, thereby 
decreasing down time, staff turnover, and recruiting costs.  It will also decrease Rainmaker’s exposure to 
currency fluctuations and customer concentration risks.  In the long run Rainmaker expects that these 
proprietary productions will build a library of significant value capable of generating revenue from a 
number of sources well into the future. The development and retention of a significant entertainment 
library is not possible operating a strictly work for hire business. 

Rainmaker is planning to acquire and develop properties into 3D stereoscopic feature films for which it 
can build franchise brands that will allow for ancillary revenue streams from DVD / Home Video, 
interactive video games, online and mobile viewing, merchandising, toys, music and publishing. 
Rainmaker will establish both financial and distribution partners that allow Rainmaker to control the 
underlying assets created and to share in all streams of revenue.  The projects chosen will not only target 
the traditional family market for animation but also a wide range of genres and demographics.   

The 3D stereoscopic market has been identified in the feature film industry as the sector with the largest 
growth potential.  The number of digital 3D screens world wide increased five fold in 2007 from 
approximately 250 to 1,300 and are expected to increase significantly over the next few years to 6,000 by 
2009.  The growth of this media is further demonstrated by the recent announcement that four major US 
studios (Disney, 20th Century Fox, Paramount, and Universal Pictures) will help finance the conversion of 
10,000 theatre screens at a cost of $700 million to accommodate 3D films over the next 3 years.  

With this increase in 3D screens will come an increased need for 3D product and the production process 
used to create animated products are very well suited to this format.  Rainmaker believes that it can 
supply at least 2 animated feature length films per year at a price point well below that of the major 
studios who generally take two to three years to produce a film such as “Ratatouille” .  The recent success 
of stereoscopic films such as “Beowulf” released by Paramount and Disney’s “Hannah Montana & Miley 
Cyrus: Best of Both Worlds Concert” have only increased the excitement and interest in 3D films. 



 
Rainmaker Income Fund  Annual Report 2007 
  
 5 

Rainmaker is currently working on the development of “Reboot” its classic science fiction action 
adventure property based on the first CG animated television series into a full length feature film.  To this 
day “Reboot” continues to have a very significant and loyal following throughout the world and our 
recent announcement of plans to bring it back as a feature length film has been met with great interest.  In 
addition, Rainmaker has acquired the film rights to “AT-43”,  on one of the top selling role playing games 
in Europe. 
 
 

EP Canada Limited Partnership (“EP Canada”) 

EP Canada provides payroll and employer of record services to the film and television industry across 
Canada.  With offices in Toronto and Vancouver, EP Canada offers a full range of payroll services and 
state-of-the-art products, along with in-house experts who provide training, service and support.  In 
business since 1979, EP Canada has a reputation in the industry for quality service, financial security, and 
industry expertise.  For processing payroll for on-set cast and crew employees, clients rely on EP on 
Location®, a unique software solution, and EP Plus® a premium service solution, where payroll is 
independently calculated from hours to gross pay to net pay.  In addition, EP Canada provides all required 
administration, remittances and reporting to unions and governments along with Records of Employment 
upon completion of each project and tax slip reporting at year end. 

Services are contracted during the pre-production and production phases of film and television projects.  
These phases can range from 2 weeks to 6 months in duration depending on the type of production.  
Types of productions include pilots, movies of the week, series and feature films.  During these phases, 
employees, sub-contractors and corporations (“payees”) are hired to provide services for the making of a 
project.  Payees include directors, producers, writers, performers, office staff, carpenters, lighting 
technicians, hair stylists, editors, and auto and truck drivers.  Payees rendering services in the film and 
television industry are represented by multiple unions, adding to the complexity involved in hiring and 
managing the payroll function for film and television producers.  This complexity, along with the increase 
in production work in Canada, has led to a corresponding demand for payroll services. 

Given the tight deadlines (imposed by union agreements), the substantial capital investments required to 
program and maintain a computerized payroll system, and personnel costs, film and television producers 
typically outsource most or all of their payroll needs.  Management of EP Canada expects that, as long as 
cost effective and quality payroll services are available, the outsourcing of payroll service will continue, 
as it is an effective means for film and television producers to decrease operating and manpower costs.  
Cast and crew payroll typically accounts for up to 50% of a production’s total budget. 

EP Canada has been granted an exclusive license by GEP Administration Services Inc (doing business as 
Entertainment Partners of Los Angeles (“EP-LA”)) to distribute in Canada EP-LA’s industry standard 
cost accounting program, VISTA.  EP-LA also provides marketing support and customer referrals to EP 
Canada.  VISTA provides clients with a seamless interface of costs from the EP Canada payroll system. 

The fees charged by EP Canada are based on a percentage of payroll labour costs plus government and 
union fringe costs and are billed on a weekly basis. 

Canada Film Capital Limited partnership (“Canada Film Capital”) 

Canada Film Capital is located in Toronto, Ontario and is the leading provider of tax credit administration 
and financing services to the film and television industry in Canada.   In business since the inception of 
the Production Services Tax Credit (“PSTC”) program in 1997, Canada Film Capital assists producers in 
accessing the Canadian tax credit funds and has to date provided its services to over 300 productions, and 



 
Rainmaker Income Fund  Annual Report 2007 
  
 6 

has had over $400 million in tax credits under its administration. It is the largest firm of its type in 
Canada, and its systems and services are acknowledged as the industry standard.   

Modelled after the tax credit program in existence for Canadian content domestic producers, the PSTC 
program’s objective has been to encourage foreign producers to both produce in Canada and to employ 
Canadian residents.  This refundable federal tax credit is equal to 16% of the qualifying labour paid to 
Canadian residents during the making of a qualified production.  

Following the formation of the federal government PSTC program, the various provinces announced 
similar labour-based tax credit programs making Canada even more attractive to foreign producers. 
Recognizing the importance of the incentives, the federal and most provincial governments have 
increased the value of the tax credits over the years and have offered additional credits for specialized 
services such as digital animation and visual effects. 

By utilizing Canada Film Capital’s Finance and Administration service, producers get immediate access 
to their tax credits instead of waiting for the funds to be released by the government long after production 
has wrapped.  Canada Film Capital discounts the value of the tax credits and provides cash flow to the 
producer during production.  

By utilizing Canada Film Capital’s Administration service, producers avoid the administrative burden of 
managing the tax credit application process.  Canada Film Capital manages the entire process and delivers 
the tax credit refund to the producer upon receipt from the government.  

Canada Film Capital offers a virtual turn key solution to accessing the tax credits.  Canada Film Capital 
incorporates a single-purpose Canadian production services company, which is engaged by a copyright 
holder to produce a project.  The production services company then engages Canada Film Capital to 
administer the tax credit applications.  Once the production has wrapped, Canada Film Capital reviews all 
production costs incurred to ensure all qualifying labour has been identified.  It then prepares the 
company’s year-end financial statements and applies for the company’s tax credits by filing the federal 
and provincial corporate income tax returns. 

As administrators of the single-purpose companies, Canada Film Capital LP continues to file all 
necessary government and tax filings until the company can be wound up or dissolved.  
 
 

Discontinued Operations 

Effective on January 1, 2008, Rainmaker sold its post production and visual effects net assets and 
operations to Deluxe Vancouver Ltd. and as such they are disclosed as assets and liabilities held for sale 
and discontinued operations in the annual consolidated financial statements for the years ended December 
31, 2007 and 2006 and the related Management Discussion and Analysis. 

Since 1979, Rainmaker Post has been a leading full service provider of post-production services to 
producers of feature films, television and commercials.  Post production is an integral phase of film and 
television production during which the raw sound and picture elements captured during production are 
shaped into a final product for distribution.   

Since 1994, Rainmaker Visual Effects with offices in Vancouver, British Columbia and London, England, 
has been providing visual effects services to the entertainment industry for feature films, television, 
commercials and video games.   
 



 
Rainmaker Income Fund  Annual Report 2007 
  
 7 

MESSAGE TO UNITHOLDERS 
 
Business Strategy 
 
During the past year and a half we have been busy transforming the operations of Rainmaker Income 
Fund (the “Fund”).  Having completed the acquisition of Rainmaker Entertainment Inc. (“Rainmaker”) 
(formerly Mainframe Entertainment) in 2006, management and a special committee of the Board of 
Trustees undertook a strategic review of the Fund.  The result of this review was that we decided to focus 
Rainmaker’s resources on animation for a number of reasons, principally as it is an area with strong 
growth potential.  There are a limited number of qualified studios worldwide capable of delivering high 
quality computer generated (“CG”) animation at our price point and there is a growing demand for CG 
animated content throughout the world.  Vancouver has a good talent pool, excellent training facilities 
and strong industry incentives to support this growth.   
 
Rainmaker has been producing computer generated animated products for 15 years during which it has 
completed 27 CG animated films and over 280 half hour television shows for some of the most successful 
companies in the world.  Rainmaker has been able to develop its production pipeline and build its 
infrastructure to the point where it can consistently deliver high quality animated productions on time and 
on budget. 
 
Going forward, Rainmaker is looking at transitioning its work for hire business into the development of 
its own proprietary productions. This strategy will benefit Rainmaker in a number of ways, the first being 
that it will allow Rainmaker to control production timing to increase utilization of its work force, thereby 
decreasing down time, staff turnover, and recruiting costs.  It will also decrease Rainmaker’s exposure to 
currency fluctuations and customer concentration risks.  In the long run Rainmaker expects that these 
proprietary productions will build a library of significant value capable of generating revenue from a 
number of sources well into the future. The development and retention of a significant entertainment 
library is not possible operating a strictly work for hire business. 
 
Rainmaker is planning to acquire and develop properties into 3D stereoscopic feature films for which it 
can build franchise brands that will allow for ancillary revenue streams from DVD/ Home Video, 
interactive video games, online and mobile viewing, merchandising, toys, music and publishing. 
Rainmaker will establish both financial and distribution partners that allow Rainmaker to control the 
underlying assets created and to share in all streams of revenue.  The projects chosen will not only target 
the traditional family market for animation but also a wide range of genres and demographics. We are in 
the process of developing “Reboot”, Rainmaker’s classic television series (which was the first CG 
television show in the world), as a feature length film and have acquired the film rights to “AT-43” , one 
of the largest role playing games in Europe.  
 
The Fund is also continuing to pursue the growth of EP Canada’s payroll processing business having 
recently gained a number of new clients following the cessation of operations of a competitor in January 
2008. 
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Deluxe Sale Transaction 
 
As part of our strategy to focus on animation we have completed the sale of the certain net assets of 
Rainmaker’s post production and visual effects operations to Deluxe Vancouver Ltd. and Deluxe 
Entertainment Services Group Inc. (collectively “Deluxe”) for a cash payment of $14.0 million paid on the 
closing on January 8, 2008, a promissory note for $2.5 million due on January 8, 2009, a further contingent 
cash payment of up to $6.0 million to be earned-out based on revenue targets,  and up to $5.0 million in 
service credits for Deluxe services available to Rainmaker for its ongoing animation projects.  The sale will 
allow Rainmaker to focus its resources in the animation market, which is viewed as a higher growth 
potential market.  The proceeds from the sale were used to retire bank debt and to provide working capital 
for the continued growth and expansion of the animation platform.   
 
 
Results of Operations for 2007 
 
Fiscal 2007 was the first full year of operations for the animation segment as Rainmaker was acquired on 
July 31, 2006, which accounted for the increase in revenue from $5.7 million to $20.8 million.  During, 
2007 the animation group was operating at near capacity.  We completed the production of “Barbie as the 
Island Princess” and commenced production of “Barbie and the Diamond Castle”, which will be the 
eighth film in the series starring “Barbie”, one of the flagship properties of Mattel Inc.(“Mattel”)  We also 
completed “Barbie Fairytopia: Mariposa” and “Max Steel: Dark Rival” for Mattel, each of which is the 
fourth film in the series to date, and commenced work on “Barbie in a Christmas Carol’, a new direct to 
DVD Christmas film for Mattel.   

In March 2007 we commenced production of our largest production to date when we began work on 
“Escape from Planet Earth”, a $42 million budget feature length film for the Weinstein Company.  This 
project is progressing well and is scheduled for completion and release in theatres in late 2009.  We are 
also working on the production of “The Nutty Professor 2”, starring the voice of Jerry Lewis, again for 
the Weinstein Company which is scheduled to be completed in April 2008. 
 
Both EP Canada and Canada Film Capital had good years, although earnings and cash flow were slightly 
lower than the previous years due principally to third party strikes in the industry, the last of which was 
settled in February 2008.  In January 2008, a competitor of EP Canada, which had approximately 10% to 
15% market share declared bankruptcy, which has resulted in the cessation of their operations and EP 
Canada has gained many of its clients. 
 
 
Thanks to all our employees for their dedication and first class work and to our unitholders for their 
continued support. 
 
 
“Warren Franklin” 
 
Warren Franklin, CEO 
Rainmaker Income Fund 
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MANAGEMENT DISCUSSION AND ANALYSIS 
 
The following Management Discussion and Analysis (“MD&A”) is prepared as of March 29, 2008 and is 
intended to assist in understanding the results of operations and financial condition of Rainmaker Income 
Fund (“Rainmaker” or the “Fund”) and should be read in conjunction with the audited consolidated 
financial statements and accompanying notes of the Fund and other public disclosure documents of the 
Fund.  Past performance may not be indicative of future performance.  Results are reported in Canadian 
dollars unless otherwise noted and have been prepared in accordance with Canadian generally accepted 
accounting principles (“GAAP”), unless otherwise noted.  Throughout the MD&A reference to 
Rainmaker or the Fund is on a consolidated basis. 
 
 
Non-GAAP measures 
 
The MD&A uses certain terms that are not defined under GAAP.  The Fund believes that the terms 
distributable cash and EBITDA are measures used by investors in assessing performance of the Fund and 
its ability to generate sufficient cash flow to pay distributions.  As these terms are not defined under 
GAAP they may not be comparable to similar terms used in documents of other public entities. 
 
Distributable cash 
 
Distributable cash is not a term defined under GAAP, however the Canadian Institute of Chartered 
Accountants have issued an Interpretive Release which provides guidance on reporting Standardized Cash 
in MD&A.  In addition, the Fund has continued to report its historical non-GAAP measure which is 
shown as Adjusted Distributable Cash as we believe that this is more meaningful.  The Fund defines 
adjusted distributable cash as distributable cash, as calculated pursuant to the Interpretive Release 
adjusted for the change in non-cash operating working capital items and proceeds on sale of property, 
plant and equipment. 
 
Earnings before interest, taxes, depreciation and amortization (“EBITDA”) 
 
EBITDA is not a term defined under GAAP.  The Fund defines EBITDA as earnings from operations 
before interest expense, interest income, income taxes, depreciation and amortization of property, plant 
and equipment, amortization of intangible assets, loss on sale of property, plant and equipment, 
restructuring costs and compensation costs related to unit options. 
 
 
Forward-looking Statements 
 
Some of the statements contained in this MD&A and elsewhere in the Annual Report are forward looking 
statements subject to risks and uncertainties.  A number of factors could cause actual results to differ 
materially from those expressed in forward-looking statements, including but not limited to: decisions of 
foreign producers to operate in Canada and British Columbia, fluctuations in government policies, the 
effect of seasonality, fluctuations in currency exchange rates, income tax matters, changes in technology 
and capital expenditure requirements, acquisitions the Fund may undertake in the future and general 
economic conditions in North America.  The Fund competes in a global marketplace and market 
conditions will vary on a year-by-year basis.   Forward-looking statements are made based on current 
information at the time the statement is made.  The Fund does not assume responsibility for the accuracy 
and completeness of forward-looking statements and does not undertake any obligation to publicly revise 
these forward-looking statements to reflect new information, subsequent events or changes in 
circumstances. 
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RAINMAKER INCOME FUND 
 
The Fund is an unincorporated open-ended limited purpose trust established under the laws of the 
province of British Columbia and is governed by a Declaration of Trust.  The Fund, through its ownership 
in RNK Capital Limited Partnership (“RNK Capital”) owns a number of businesses which are involved in 
the entertainment industry.  The Fund has 17,169,439 units outstanding.  In addition there are 240,736 
Class B units of RNK Capital outstanding which may be converted into units of the Fund at the option of 
the holder for no additional consideration.  The units of the Fund trade on the Toronto Stock Exchange 
under the symbol RNK.un. 
 
OPERATING BUSINESSES 
 
The Fund is dependent on the operations of the various underlying businesses. 
 
Rainmaker 
 
Rainmaker is a computer generated animation production company wherein artists use sophisticated 
software to design and build three dimensional models on the computer and then manipulate those models 
with a series of computer commands to create the desired outcome. 
 
 
EP Canada 
 
EP Canada is Canada’s largest provider of payroll processing for the film and television industry using 
internally developed state of the art payroll software to provide a full range of payroll and employer of 
record services, including issuing cheques to all cast and crew payees, issuing records of employment and 
Canada Revenue Agency tax slips, providing all union remittance statements and funds in accordance 
with union agreements and providing all statutory deductions to Canada Revenue Agency. 
 
 
Canada Film Capital 
 
Canada Film Capital provides tax credit administration services whereby it manages the tax credit process 
from application through receipt of funds on behalf of producers and financing of the tax credits to 
foreign producers with immediate access to a discounted portion of their tax credits instead of waiting for 
the funds to be released by the government long after production has wrapped. 
 
 
Discontinued Operations 
 
During 2007, the Fund entered into an agreement to sell the net assets of its post production and visual 
effects operations (the “Post and VFX Operations”) to Deluxe Vancouver Ltd. and Deluxe Entertainment 
Services Group Inc. (collectively “Deluxe”).  The sale transaction closed on January 8, 2008, with an 
effective date of January 1, 2008. 
 
The consolidated financial statements for the years ended December 31, 2007 and 2006 and the related 
MD&A disclose the assets and liabilities of the Post and VFX Operations as being held for sale and disclose 
the results of operations and cash flows as discontinued operations. 
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Summary of Quarterly Results 
 
Below is summary information provided for the last eight financial quarters. 
 
All amounts in 000's of dollars, except per unit figures 

 Quarter Ended 
 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 
 2006 2006 2006 2006 2007 2007 2007 2007 

   (Note 1)      
Total revenue 2,171 3,154 5,832 8,420 6,580 8,800 8,293 9,823 
EBITDA (754) 184 1,123 1,636 (1,433) 1,997 1,265 844 
Earnings (loss) from continuing 
operations 

 
(1,186) 

 
(276) 

 
(190) 

 
(2,569) 

 
(3,382) 

 
140 

 
(487) 

 
(6,792) 

Earnings (loss) from discontinued 
operations 

 
1,389 

 
841 

 
488 

 
(1,068) 

 
(1,050) 

 
(2,189) 

 
173 

 
(880) 

Net earnings (loss) 203 565 298 (3,637) (4,432) (2,049) (314) (7,672) 
Earnings (loss) from continuing 

operations–per basic and diluted unit 
 

(0.07) 
 

(0.02) 
 

(0.01) 
 

(0.15) 
 

(0.20) 
 

0.01 
 

(0.03) 
 

(0.40) 
Net earnings (loss) - per basic and 

diluted unit 
 

0.01 
 

0.03 
 

0.02 
 

(0.21) 
 

(0.26) 
 

(0.12) 
 

(0.02) 
 

(0.45) 
 
 
Note 1: The acquisition of the animation segment (formerly Mainframe Entertainment) and now included as part of Rainmaker was effective July 

31, 2006 and the results of operations are consolidated from that date. 
Note 2: The quarterly information has been restated to reflect the discontinued operations. 

 
The quarterly information is unaudited, but reflects all adjustments of a normal, recurring nature, which 
are, in our opinion, necessary to present a fair statement of the results of operations for the periods 
presented.  Quarter-to-quarter comparisons in the financial results are not necessarily meaningful and 
should not be relied upon as an indication of future performance.   
 
 
Liquidity and capital resources 
 
The Fund’s liquidity needs can be met through a variety of sources.  The principal source of cash is from 
operations.  The Fund also generates cash by borrowing against various operating lines of credit, through 
capital leases, the issue of units of the Fund and the sale of non-core assets. 
 
The primary uses of cash are operating expenses, capital expenditures, interest and principal on capital 
leases, interest and principal on bank indebtedness, interest on long term debt, distributions and 
acquisitions. 
 
As at December 31, 2007, the Fund has a working capital deficit of $8.5 million, caused by the 
classification of $9.0 million term bank debt as a current liability as a result of not meeting a financial 
covenant.  The Fund repaid this debt in full on January 8, 2008 from the proceeds on the sale of certain 
assets.  The Fund believes that through operations and short term financing under its credit facilities it 
will generate sufficient liquidity to meet cash requirements for the next 12 months. 
 
Sale of non-core assets 
 
The Fund has entered into an Agreement to dispose of certain non-core assets, which have been disclosed 
as assets and liabilities held for sale.  Proceeds from the sale were used to significantly reduce bank debt. 
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Cash flow from operations 
 
Cash flow from continuing operations before changes in non-cash operating working capital for 2007 
increased $1.7 million to $2.3 million from $0.6 million in 2006.  This increase was due to improvements 
in the animation operations. 
 
Credit facilities 
 
The Fund has a $10.0 million revolving credit facility available for general working capital purposes by 
way of production loans against film and television production tax credits on a per picture basis.  The 
bank loan drawn on the line of credit and interest thereon is repayable upon receipt of the respective film 
and television tax credits.  As at December 31, 2007, $1.9 million had been drawn on this facility and a 
further $0.8 million is currently in place to draw against. 
 
The Fund has a $2.0 million revolving credit facility, which can be drawn on to fund general working 
capital and other corporate requirements.  As at December 31, 2007, $0.9 million had been drawn on this 
facility and a letter of credit of $0.4 million was also posted against this facility. 
 
The Fund has a $10.0 million revolving credit facility for the purpose of providing financing of film and 
television tax credits to the production companies through which production services are provided to 
foreign studios.  The bank loan drawn on the line of credit and interest thereon is repayable upon receipt 
of the related film and television tax credits.  As at December 31, 2007, $4.5 million had been drawn on 
this facility. 
 
Contractual obligations 
 
Below is a summary of the Fund's contractual obligations on a calendar basis. 
 
All amounts are in 000's of dollars

Less than 1 to 3 4 to 5 After 5
Total 1 year years years years

Bank indebtedness 7,283$      7,283$      -$              -$              -$              
Long term debt 15,595      9,000        6,595        -                -                
Capital lease obligations 3,027        715           1,321        910           81             
Operating leases (Note 1) 11,428      1,699        3,580        2,573         3,576        

37,333$    18,697$    11,496$    3,483$      3,657$      
 

Note 1 The operating leases are principally facility leases. 
Note 2 In addition to the above, as at December 31, 2007, there are contractual obligations totaling $7.7 million related to 

discontinued operations 
 
Bank indebtedness represents drawings under the various credit facilities, which are used to fund 
operations and, except for the general line of credit, are due upon receipt of associated tax credits, which 
are expected to be received within the next fiscal year.  Long term debt includes debentures of $6.6 
million which do not require any principal payments until June 2009 and interest is paid by issuance of 
additional debentures and a term bank loan of $9.0 million.  As at December 31, 2007, the Fund did not 
meet a financial covenant in connection with the term bank loan and the term bank loan has been 
reclassified to current liabilities pending renegotiation of terms, however, this loan was repaid in full on 
January 8, 2008.  
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Capital Expenditures 
 
Capital expenditures for property, plant and equipment for 2007 were $5.0 million, of which $4.0 million 
was financed with capital leases and the balance was financed from cash flow and short term bank 
indebtedness as compared with $0.4 million in 2006 all of which was financed from cash flow. 
 
Distributable Cash 
 
Below is a reconciliation of distributable cash to the amounts recorded in the financial statements. 
 
All amounts are in 000's of dollars, except per unit figures

2007 2006

Cash flow from operations 10,276$  10,543$  
Cash flow from discontinued operations (3,038)     1,121      
Purchase of property, plant and equipment (4,962)     (260)        
Proceeds of financing for property, plant and equipment 4,015      -              
Repayment of capital leases (942)        (532)        

Distributable cash 5,349      10,872    

Changes in non-cash operating working capital (8,013)     (9,979)     
Proceeds on sale of property, plant and equipment -              2,034      

Adjusted distributable cash (2,664)$   2,927$    

Distributable cash per unit 0.31$      0.63$      

Adjusted distributable cash per unit (0.15)$     0.17$      
 

Note 1: Distributable cash and Adjusted distributable cash per unit is determined based on the number of Trust Units of the Fund and Class B 
LP Units of RNK Capital LP outstanding during each period. 

 
Distributable cash as calculated above is in accordance with the Interpretive Release issued by the CICA 
which provides guidance on reporting Standardized Distributable Cash in MD&A.  In addition, the Fund 
has continued to report its historical non-GAAP measure which is shown as Adjusted Distributable Cash 
as we believe that this is more meaningful. 
 
The calculation of adjusted distributable cash for 2006 includes the proceeds of $2.0 million from the sale 
of two office buildings.  These transactions are not expected to recur and if excluded from the calculation, 
Adjusted Distributable Cash for 2006 would have been of $0.9 million or $0.05 per unit. 
 
Distributions 
 
The Fund has suspended distributions after the payment of our April 2007 distribution on May 15, 2007.  
Currently there are no plans to resume the payment of distributions.  Total distributions declared (Trust 
Units and Class B LP units) were $2.7 million or $0.16 per unit for 2007, of which 97% was taxable 
income to unitholders and the balance was a return of capital as compared with $8.3 million or $0.48 per 
unit for 2006.   
 
For 2007, total distributions declared and paid were in excess of adjusted distributable cash and have been 
paid out of cash balances and short term bank indebtedness. 
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Transactions with Related Parties 
 
Canada Film Capital is in the business of administering and in some cases financing tax credits for 
foreign film and television producers.   As part of these services Canada Film Capital incorporates a 
wholly owned subsidiary company, which is used for the production of the film or television project.  The 
foreign producer is responsible for all operational and financial matters regarding the production until 
such time as the production work in Canada is completed.  In some cases Canada Film Capital provides 
only certain administration services relating to the tax credit process in exchange for a fee and in other 
cases Canada Film Capital provides financing of the future film and television tax credits generated by the 
production.  At the conclusion of the production, the producer returns the records of the production 
subsidiary to Canada Film Capital which then prepares and files the tax returns to generate the tax credits.  
As discussed in detail in note 2(i) of the annual audited consolidated financial statements for the year 
ended December 31, 2006, the Fund has determined that these production subsidiaries are variable 
interest entities (“VIE”), however, as the Fund is not exposed to the majority of expected losses or 
benefits they have not been consolidated.  A VIE is an entity in which equity investors do not have a 
controlling financial interest and include entities where the equity invested is considered insufficient to 
finance the entity’s activities without additional subordinated financial support. 
 
 
Sale Transaction 
 
The Fund has entered into a definitive agreement (the “Agreement”) dated November 28, 2007 with Deluxe 
Entertainment Services Group Inc. and Deluxe Vancouver Ltd. (collectively “Deluxe”) whereby Deluxe has 
agreed to purchase the net assets of Rainmaker’s post production and visual effects operations in 
Vancouver, British Columbia and the shares of Rainmaker Animation and Visual Effects UK Limited, our 
visual effects operation in London, England (collectively the “Post and VFX Operations”). 
 
The total purchase consideration will be payable as follows: 

 
• $14.0 million in cash on closing, which was received on January 8, 2008; 
• $2.5 million by way of a promissory note due January 8, 2009; 
• $6.0 million earn-out based on revenue targets; and 
• $5.0 million Deluxe service credits. 

 
The proceeds from the sale were used to retire bank debt and to provide working capital for the continued 
growth and expansion of the animation platform. 
 
The consolidated financial statements have disclosed the assets and liabilities of the Post and VFX 
Operations as being held for resale and the related results of operations and cash flows as discontinued 
operations. 
 
 
Acquisition Transaction 
 
The Fund, through its subsidiary RNK capital, acquired 61.8% of Rainmaker on July 31, 2006 for cash of 
$7.4 million and the balance (38.2 %) was acquired on October 31, 2006 for cash of $6.5 million for a 
total of $13.9 million plus costs of $1.2 million for a total purchase price of $15.1 million.  The 
acquisitions were financed in part by a term bank loan for $9.0 million and the balance from cash on 
hand.  Further details of the net assets acquired are outlined in note 4 to the consolidated financial 
statements for the year ended December 31, 2007. 
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Critical Accounting Estimates 
 
The consolidated financial statements have been prepared in accordance with Canadian generally 
accepted accounting principles.  A summary of the significant accounting policies used in the preparation 
of our financial statements is included in note 2 of the consolidated financial statements for the year 
ended December 31, 2007.  The measurement of certain assets and liabilities is dependent upon future 
events whose outcome will not be fully known until future periods.  Therefore, the preparation of the 
consolidated financial statements requires management to make estimates and assumptions that affect the 
reported amounts of assets, liabilities, revenues and expenses.  Actual results will vary from those 
estimated.   
 
Allowance for doubtful accounts 
 
An allowance for doubtful accounts is recorded for accounts receivable that are considered to be impaired 
reflecting the inability of our customers to make required payments.  The allowance is based on the 
knowledge of the financial condition of customers, the aging of receivables and historical experience.  A 
change in one of more of these factors could impact the estimated allowance and provision for bad debts 
recorded. 
 
Depreciation, amortization and valuation of property, plant and equipment 
 
Depreciation and amortization is charged to operations over the estimated useful life of the property, plant 
and equipment.  Management reviews its property, plant and equipment for evidence of impairment 
whenever events or circumstances indicate that the carrying value of an asset may exceed its estimated 
recoverable amount. 
 
Acquisition accounting 
 
Accounting for an acquisition requires that the purchase price be allocated to the fair value of the net assets 
acquired, with the residual being goodwill.  Estimates are made of the fair value of property, plant and 
equipment, and intangible assets.  The Fund may engage independent advisors to assist management in 
estimating the fair values. 
 
Goodwill impairment 
 
Goodwill is tested for impairment on an annual basis by first comparing the fair value of the reporting unit 
to its carrying value and then if the carrying value exceeds the fair value, the fair value of the reporting 
unit’s goodwill is compared with its carrying value to determine the amount of impairment.  The fair value 
of the reporting unit is determined by reference to estimated future cash flows and an appropriate valuation 
multiple.  Any impairment in goodwill is expensed in the period of impairment. 
 
Intangible asset impairment 
 
Intangible assets are tested, at a minimum, on an annual basis in the fourth quarter of each year for 
impairment in value by applying a fair value based test to each intangible asset.  The fair value test may 
incorporate estimates such as future normalized earnings and cash flows, earnings and cash flow 
multiples, discount rates and residual values.  Any impairment in the value of intangible assets is 
expensed in the period of impairment. 
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Proprietary film and television properties 
 
Rainmaker Entertainment, accounts for its production and distribution of proprietary film and television 
properties in accordance with AICPA Statement of Position 00-2, ‘‘Accounting By Producers and 
Distributors of Film’’ (‘‘SOP 00-2’’).  SOP 00-2 requires that film and television costs of production and 
acquisition are amortized using the individual film forecast method under which such costs are amortized 
for each film or television program in the ratio of revenue earned in the current period for such title to 
management’s estimate of the total revenue to be realized from all media and markets for that title.  
Management regularly reviews and revises when necessary, its total revenue estimates on a title-by-title 
basis, which may result in a change in the rate of amortization and/or a write-down of the film and 
television asset to the estimated fair value amount.  Results of operations in future years are dependent 
upon the amortization of film and television costs and may be significantly affected by periodic 
adjustments in amortization rates.  As a result, the Fund’s financial results may fluctuate from period to 
period.  If estimates of ultimate revenues change with respect to a film or television program, causing 
reductions in fair values, we may be required to write down all or a portion of the related unamortized 
costs.  The fair value of the film or television program is determined using management’s estimates of 
future revenues and costs under a discounted cash flow approach and a write down equivalent to the 
amount by which the unamortized costs exceed the estimated fair value of the film or television program 
is recorded in operating costs. 

Revenue recognition 

Revenue from production services agreements are recognized using the percentage of completion method 
based upon the proportion of costs incurred relative to total estimated costs. The Fund may need to adjust 
the estimated costs to complete these projects if the actual results differ from the Fund’s estimates. The 
project to date effect of any changes in estimates of costs to complete is recognized in the period when the 
change is determined by management. 

Revenue from licensing of film and television programming is recognized only when persuasive evidence 
of a sale or licensing arrangement with a customer exists, the film is complete, the contractual delivery 
arrangements have been satisfied, the license period has commenced, the arrangement fee is fixed or 
determinable, collectibility of the proceeds is reasonably assured and other conditions as specified in the 
respective agreements have been met. 

Revenue from merchandising and licensing contracts for the sale of related rights is recognized when the 
contracts are executed, the guaranteed minimum amounts are known and collectible, and the license 
period has commenced.  Amounts receivable in excess of non-refundable guaranteed amounts, royalties 
and other contractual payments are recognized as revenue when the amounts are known and become due 
provided collectibility is reasonably assured. 

Cash received in advance of meeting the revenue recognition criteria described above is recorded as 
deferred revenue. 
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Risks and Uncertainty 
 
The Fund is an unincorporated limited purpose trust.  Distributions to unitholders may be declared 
monthly by the trustees and are not guaranteed.  The ability to pay cash distributions is entirely dependent 
upon the earnings and cash flow generated from operations.  This may fluctuate with the performance of 
the businesses, which can be susceptible to a number of risks.  These risks may include, but are not 
limited to dependence on key customers, foreign currency fluctuations, government regulations regarding 
tax credit programs and competition.  In addition there are certain risks associated with a trust, including 
the nature of trust units, unitholder limited liability, income tax matters and government regulations.  We 
continually take steps to mitigate risks through operating procedures. 
 
A more in depth discussion of the business risks can be found in the Fund’s Annual Information Form. 
 
 
Changes in Accounting Policies including Initial Adoption 
 
Effective January 1, 2007, the Fund adopted two new accounting standards related to financial 
instruments that were issued by the Canadian Institute of Chartered Accountants (“CICA”).  These 
accounting policy changes were adopted on a prospective basis with no restatement of prior period 
financial statements.  The new standards and accounting policy changes are as follows: 
 
Comprehensive income (CICA Handbook Section 1530) 
 
Comprehensive income is the change in unitholder’s equity during the period from transactions and other 
events and circumstances from non-owner sources.  In accordance with this new standard, the Fund 
reports a consolidated statement of comprehensive income and a new category, accumulated other 
comprehensive income, is added to the unitholders’ equity section of the consolidated balance sheet for 
any unrealized gains and losses on financial assets classified as available for sale.  The Fund had no 
“other comprehensive income or loss” transactions during the year ended December 31, 2007 and no 
opening or closing balances for “accumulated comprehensive income or loss”. 
 
Financial instruments – recognitions and measurement (CICA Handbook Section 3855) and disclosure 
and presentation (CICA Handbook Section 3861) 
 
In accordance with this new standard, the Fund now classifies all financial instruments as either held-for-
trading, available for sale, held-to-maturity, loans and receivables or other financial liabilities.  Financial 
instruments classified as held-for-trading are measured at fair value with unrealized gains and losses 
recognized in operating results.  Financial instruments classified as available for sale are measured at fair 
value with unrealized gains and losses recognized in other comprehensive income.  Financial instruments 
classified as held-to-maturity, loans and receivables or other financial liabilities are measured at 
amortized cost. 
 
Upon adoption of these new standards, the Fund has designated its cash and cash equivalents as held-for 
trading, which are measured at fair value.  Accounts receivable and loans due from production companies 
are classified as loans and receivables, which are measured at amortized cost.  Accounts payable and 
accrued liabilities, bank indebtedness and long term debt are classified as other liabilities, which are 
measured at amortized cost. 
 
During the year ended December 31, 2007, the Fund had neither available for sale nor held-to-maturity 
financial instruments.  The initial adoption of these accounting policies did not have a material impact on 
the Fund’s financial condition, change in financial condition and results of operations for the year ended 
December 31, 2007. 
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Recent Tax Developments 
 
On October 31, 2006, the Canadian government announced a “Tax Fairness Plan” that would, among 
other things, create a new tax regime for publicly traded income trusts, including the Fund.  Under the 
proposed rules, the taxable portion of an income trust’s distributions would be subject to taxation in a 
manner similar to the treatment of taxable income within a corporation.  For existing income trusts, the 
new rules would not become applicable until 2011 provided they limit their expansion to “normal 
growth” prior to 2011.  On December 15, 2006, the Government issued guidelines with respect to what it 
would consider “normal growth” for existing income trusts that wish to ensure that they do not become 
subject to the proposed tax rules until 2011.  Under these guidelines, the amount of equity units that an 
income trust can issue to finance growth up to 2011 may not exceed the value of its publicly traded equity 
units on October 31, 2006 (subject to annual limits).  The guidelines do not explicitly limit the amount of 
debt that an income trust can issue to fund growth, although as a practical matter this will be constrained 
by credit considerations and or financial covenants.  On December 21, 2006, the Government released 
draft legislation for comment.  Considerable uncertainty still exists, as the draft legislation does not fully 
address all aspects of the tax regime introduced in the Tax Fairness Plan, (including “normal growth” 
guidelines).  Further, the proposed legislation is now subject to review by a Parliamentary committee 
through an expedited public hearing process.  Timing for enactment of the legislation by Parliament 
remains uncertain. 

On September 22, 2007, the Government of Canada enacted new legislation imposing additional income 
taxes upon flow-through entities, including income trusts such as the Fund, effective January 1, 2011.  
Prior to September 2007, the Fund estimated the future income tax on certain temporary differences 
between amounts recorded on its balance sheet for book and tax purposes at a nil tax rate.  Under the 
newly enacted legislation, the tax rate on the post 2010 reversal of these temporary differences will be 
31.5%.  Temporary differences reversing prior to December 31, 2010 will still give rise to nil future 
income taxes. 

Based on its assets and liabilities as at December 31, 2007, the Fund has estimated the amount of its 
temporary differences which were previously not subject to tax and the period in which these differences 
will reverse.  Currently, the Fund has net taxable benefits which principally relate to non-capital tax loss 
carry-forwards and temporary differences on property, plant and equipment, offset by the lack of tax basis 
of certain intangible assets.  The Fund estimates that it will continue to have net taxable benefits at 
January 1, 2011, however as the Fund does not consider it more likely than not that the tax assets will be 
realized the Fund has applied a valuation allowance and therefore no future income tax expense or 
recovery has been recorded for the period. 

While the Fund believes it will be subject to tax under the new legislation, the tax rate on temporary 
difference reversals after 2011 may change in future periods.  As the legislation is new, future 
administrative interpretations of the legislation could materially affect management’s estimate of the 
future income tax asset or liability.  The amount and timing of reversals of temporary differences will also 
depend on the Fund's future operating results, financings and asset acquisitions and dispositions. 
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Disclosure Controls and Procedures 
 
Disclosure controls and procedures are designed to provide reasonable assurance that all relevant 
information is gathered and reported to senior management, including the Chief Executive Officer 
(“CEO”) and the Chief Financial Officer (“CFO”), on a timely basis so that appropriate decisions can be 
made regarding public disclosure.   
 
An evaluation on the effectiveness of the design and operation of disclosure controls and procedures was 
conducted by management, including the CEO and CFO, as at December 31, 2007.  Based on this 
evaluation the CEO and CFO have concluded that the Fund’s disclosure controls and procedures, as 
defined by Multilateral Instrument 52-109 of the Canadian Securities Administrators, Certification of 
Disclosure in Issuers’ annual and Interim Filings (“MI 52-109”), are effective to ensure that information 
required to be disclosed in reports that the Fund files or submits under Canadian securities legislation is 
recorded, processed, summarized and reported within the time periods specified in those rules and forms. 
 
 
Internal Control over Financial Reporting 
 
Internal control over financial reporting is designed to provide reasonable assurance regarding the 
reliability of financial reporting and preparation of financial statements in accordance with GAAP.   
Management is responsible for establishing and maintaining adequate internal control over financial 
reporting for the Fund and its subsidiaries.   
 
As part of the certification process required under MI 52-109, the CEO and CFO must also certify that 
they are responsible for establishing and maintaining internal control over financial reporting and have 
designed such internal control over financial reporting or caused such internal control over financial 
reporting to be designed under their supervision. 
 
The CEO and CFO have concluded that as at December 31, 2007, the Fund had designed such internal 
control over financial reporting, as defined in MI 52-109, to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with GAAP. 
 
 
Other 
 
Additional information and other publicly filed documents relating to the Fund, including the Annual 
Information Form, are available through the internet on the Canadian Securities Administrators’ System 
for Electronic Document Analysis and Retrieval (“SEDAR”), which can be accessed at www.sedar.com. 
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Management Responsibility for Financial Reporting 
 
Management is responsible for the preparation and presentation of the consolidated financial statements and all 
other information in the Annual Report.  This responsibility includes the selection and consistent application of 
appropriate accounting principles and policies in addition to making judgments and estimates necessary to 
prepare the consolidated financial statements in accordance with Canadian generally accepted accounting 
principles.  It also includes ensuring that the other financial information presented in the Annual Report is 
consistent with the consolidated financial statements. 
 
The Fund maintains appropriate systems of internal controls, policies and procedures, which provide 
Management with reasonable assurance that the assets are safeguarded and the financial records are reliable 
and form a proper basis for preparation of financial statements.   The consolidated financial statements have 
been audited by the Fund's independent auditors, Deloitte & Touche LLP, whose report to the unitholders is 
included in this Annual Report. 
 
The Board of Trustees of the Fund ensure that Management fulfills its responsibilities for financial reporting 
and internal control through an Audit Committee.  This committee is comprised solely of independent trustees 
who review the consolidated financial statements and Annual Report and report to the Trustees.  The auditors 
have full and direct access to the Audit Committee. 
 
“Warren Franklin”     “Mike Barnsley” 
 

Warren Franklin      Mike Barnsley 
Chief Executive Officer     Chief Financial Officer 
 

March 28, 2008 
 
 
Auditors’ Report 
 
To the Unitholders of Rainmaker Income Fund 
 
We have audited the consolidated balance sheets of Rainmaker Income Fund as at December 31, 2007 and 
2006 and the consolidated statements of operations and comprehensive loss, unitholders' equity and cash flows 
for the years ended December 31, 2007 and 2006.  These financial statements are the responsibility of the 
Fund's management.  Our responsibility is to express an opinion on these financial statements based on our 
audits. 
 
We conducted our audits in accordance with Canadian generally accepted auditing standards.  Those standards 
require that we plan and perform an audit to obtain reasonable assurance whether the financial statements are 
free of material misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements.  An audit also includes assessing the accounting principles used 
and significant estimates made by management, as well as evaluating the overall financial statement 
presentation. 
 
In our opinion, these consolidated financial statements present fairly, in all material respects, the financial 
position of the Fund as at December 31, 2007 and 2006 and the results of its operations and its cash flows for 
the years then ended in accordance with Canadian generally accepted accounting principles. 
 
“Deloitte & Touche LLP” 
 
Chartered Accountants 
Vancouver, British Columbia 
March 28, 2008 
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RAINMAKER INCOME FUND
Consolidated Balance Sheets
as at December 31,
Expressed in thousands of  dollars

2007 2006
Assets Restated - Note 3

Current
Cash 14,267$       10,280$       
Accounts receivable (Note 5) 13,338         11,308         
Loans due from production companies (Note 10 and 22(c)) 4,750           4,856           
Other (Note 8) 531              619              
Current assets held for sale (Note 3) 4,150           3,444           

37,036         30,507         

Property, plant and equipment (Note 6) 6,440           4,767           
Intangible assets and goodwill (Note 7) 6,664           15,545         
Other (Note 8) 1,311           718              
Non-current assets held for sale (Note 3) 10,273         11,873         

61,724$       63,410$       

Liabilities

Current
Accounts payable and accrued liabilities 5,517$         6,166$         
Liability for payroll disbursements (Note 9) 11,385         7,491           
Deferred revenue 7,790           998              
Bank indebtedness (Note 10) 7,283           4,958           
Current portion of long term debt (Note 11) 9,000           -                   
Current portion of capital lease obligations payable (Note 13) 715              583              
Distributions payable -                   689              
Current liabilities held for sale (Note 3) 3,866           3,684           

45,556         24,569         

Long term debt (Note 11) 6,595           15,182         
Capital lease obligations (Note 13) 2,312           280              
Other (Note 12) 1,265           -                   
Non-controlling interest (Note 14) -                   242              
Non-current liabilities held for sale (Note 3) 2,956           2,955           

Contingent Liabilities and commitments ( Note 18) 58,684         43,228         

Unitholders' Equity 3,040           20,182         

61,724$       63,410$       
 

 
See accompanying notes to these consolidated financial statements 

 
Approved by the Trustees: 
 
“Bruce Hodge”  “Warren Franklin” 
    
Bruce Hodge, Trustee Warren Franklin, Trustee 
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RAINMAKER INCOME FUND
Consolidated Statements of Operations and Comprehensive Loss
for the years ended December 31,
Expressed in thousands of  dollars, except unit and per unit amounts

2007 2006
Restated - Note 3

Revenue 33,496$       19,577$       

Expenses
Operating (Note 19) 28,538         15,533         
General and administration 2,285           1,855           

30,823         17,388         

Earnings before undernoted items 2,673           2,189           

Depreciation and amortization 3,342           1,732           
Amortization of intangible assets 3,213           2,908           
Write-down of intangibles 5,750           -                   
Restructuring costs -                   2,110           
Interest expense on long term debt 973              375              
Interest expense on capital leases 143              42                
Interest expense on bank indebtedness 121              67                
Loss on sale of property, plant and equipment 1                  5                  
Interest income (167)             (596)             

13,376         6,643           

Loss before non-controlling interest and discontinued operations (10,703)        (4,454)          

Non-controlling interest 182              233              

Loss from continuing operations (10,521)        (4,221)          

(Loss) earnings from discontinued operations (Note 3) (3,946)          1,650           

Net loss and comprehensive loss for the year (14,467)$      (2,571)$        

Loss from continuing operations per trust unit
- basic and diluted ($0.62) ($0.25)

(Loss) earnings from discontinued operations per trust unit
- basic and diluted ($0.23) $0.10

Net loss and comprehsive loss for the year per trust unit 
- basic and diluted ($0.85) ($0.15)

Weighted average number of trust units outstanding
Basic and diluted 16,987,356       16,918,606       

 
 

See accompanying notes to these consolidated financial statements 
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RAINMAKER INCOME FUND
Consolidated Statement of Unitholders' Equity
for the years ended December 31,
Expressed in thousands of dollars

Unitholders' Accumulated Contributed
Capital Deficit Surplus Total

Balance as at December 31, 2005 33,971$     (3,972)$      631$          30,630$     

Net loss and comprehensive loss for the year -                 (2,571)        -                 (2,571)        
Distributions declared -                 (8,123)        -                 (8,123)        
Conversion of Class B LP Units 

to Trust Units (Note 15) 66              -                 -                 66              
Contributed surplus on compensation

costs relating to unit options -                 -                 180            180            

Balance as at December 31, 2006 34,037$     (14,666)$    811$          20,182$     

Unitholders' Accumulated Contributed
Capital Deficit Surplus Total

Balance as at December 31, 2006 34,037$     (14,666)$    811$          20,182$     

Net loss and comprehensive loss for the year -                 (14,467)      -                 (14,467)      
Distributions declared -                 (2,710)        -                 (2,710)        
Units issued on exercise of unit options (Note 15) 137            -                 -                 137            
Reallocation of contributed surplus

on exercise of unit options (Note 15) 357            -                 (357)           -                 
Conversion of Class B LP Units 

to Trust Units (Note 15) 12              -                 -                 12              
Contributed surplus on compensation

(recovery) relating to unit options -                 -                 (114)           (114)           

Balance as at December 31, 2007 34,543$     (31,843)$    340$          3,040$       

 
See accompanying notes to these consolidated financial statements 
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See accompanying notes to these consolidated financial statements 

 

RAINMAKER INCOME FUND
Consolidated Statements of Cash Flows
for the years ended December 31, 
Expressed in thousands of  dollars

2007 2006
Restated - Note 3

Operating Activities
Loss from continuing operations (10,521)$      (4,221)$        
Items not involving cash

Depreciation, amortization and write-down of intangible assets 12,305         4,640           
Amortization of film and television properties 178              221              
Interest expense on debentures 379              152              
Non-controlling interest (182)             (233)             
Other 104              5                  

2,263           564              

Changes in non-cash operating working capital (Note 21) 8,013           9,979           

10,276         10,543         

Financing Activities
Payment of distributions (3,388)          (8,121)          
Payment of distributions to non-controlling interest (58)               (150)             
Proceeds of units issued for cash 137              -                   
Proceeds (repayment) of bank indebtedness 2,324           (18,135)        
Proceeds of long term debt 34                8,966           
Repayment of capital leases (942)             (532)             

(1,893)          (17,972)        

Investing Activities
Purchase of property, plant and equipment (947)             (260)             
Proceeds on sale of property, plant and equipment -                   2,034           
Acquisition of Rainmaker Entertainment -                   (12,256)        
Repayment of loans due from production companies 106              12,311         
Other (517)             (39)               

(1,358)          1,790           

Cash (used in) provided by discontinued operations (Note 3) (3,038)          1,121           

Increase in cash for the year 3,987           (4,518)          

Cash at beginning of year 10,280         14,798         
Cash at end of year 14,267$       10,280$       

Supplemental Disclosure of Cash Flow Information
Cash payments for interest 867$            275$            

Non-cash Investing and Financing activities
Acquisition of property, plant and equipment

financed with capital leases 4,015$         -$                 



RAINMAKER INCOME FUND 
Notes to the Consolidated Financial Statements 
December 31, 2007 and 2006 
(tabular note amounts in thousands of dollars) 
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1. Nature of operations 
 
Rainmaker Income Fund (the “Fund”) is an unincorporated open-ended limited purpose trust 
established under the laws of the Province of British Columbia and governed by a Declaration of 
Trust.  The Fund, through its subsidiaries is involved in a number of businesses including the 
production and distribution of animated films and television programs, payroll processing for the 
film and television industry in Canada and the administration and financing of film and television 
production tax credits. 
 
 

2. Significant accounting policies 
 
These financial statements have been prepared in accordance with Canadian generally accepted 
accounting principles and reflect the following accounting policies. 
 
(a) Basis of presentation 

 
These consolidated financial statements include the accounts of the Fund and its 
subsidiaries.  All significant intercompany balances and transactions have been 
eliminated.  Certain of the comparative figures have been reclassified to conform with the 
current year's presentation. 

 
(b) Measurement uncertainty 

 
The preparation of consolidated financial statements in accordance with generally 
accepted accounting principles requires management to make estimates and assumptions 
that affect the reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities at the date of the consolidated financial statements and the reported 
amounts of revenues and expenses during the reporting period.   Significant areas that 
involve estimates include the provision for doubtful accounts receivable, the depreciation 
and amortization of property, plant and equipment, the allocation of purchase price on 
business acquisitions, revenue recognition, including the determination of the percentage 
completion of specific services and the allocation of administration and finance service 
fees to the fair value of specific services provided, valuation of intangible assets and 
goodwill and certain provisions for possible future liabilities.  Since estimates and 
assumptions are limited by the relevance of historical data and uncertainty of future 
events, actual results could differ from those estimates. 

 
(c) Foreign exchange 

 
Monetary assets and liabilities are translated to Canadian dollars at the rate of exchange 
in effect at the balance sheet date.  Revenues and expenses are translated at the average 
rates prevailing during the period.  Foreign exchange gains and losses are reflected in net 
earnings for the period. 




