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To our Unitholders

The Trustees and management of Gamehost Income Fund are pleased to present our results for the six-month
period ended June 30, 2004.

Continuing the trend we have seen since inception of the Fund, revenues increased to in excess of $6.07 million for
the quarter. The quarter was especially strong with the Fund posting record high revenues in every area of business
with the exception of food sales and even these were near the previous high recorded. Earnings before interest,
taxes and all amortizations (EBITDA) totaled $3.27 million for an EBITDA margin of 54%. This compares to the
final quarter in 2004 where EBITDA was $2.77 million and EBITDA margins 50% on revenues of $5.55 million.

Cash Distributions Increased

For the months beginning January 2004, Trustees increased the monthly cash distributions to unitholders to $0.120
from the $0.115 per unit paid during 2003. We believe the higher distribution is sustainable over the long term and
the current revenue trend supports this. The Fund currently maintains a distributable cash surplus of $1.27 million

equivalent to $0.180 per unit accumulated from June 1, 2003 to

the end of March 31, 2004. The excess distributable cash after 7

months at December 31, 2003 was $675 thousand or $0.10 per 2004 Distribution Summary
unit. An additional $590 thousand or $0.08 per unit was
- - Date Record Distribution
accumulated during the first quarter of 2004. Excess Month Declared __ Date Date Paid___per Unit
distributable cash is earmarked for our ongoing investment in
Deerfoot Inns and Casino Inc. and will minimize the debt sy 150am04  3LJan04  15-Febod  $0.120
required for the investment. There will be no tax implications to
.. . . . February 16-Feb-04 29-Feb-04 15-Mar-04 $0.120
the Fund by retaining these excess cash distributions as there are
- . . . March 15-Mar-04 31-Mar-04 15-Apr-04 $0.120
sufficient deductions for tax purposes in the form of _
reorganization cost and goodwill amortizations available. A 1o-Aprod - SO-Aprod $0.420
May $0.120
Operatlons June $0.120
July $0.120
The continued strong energy and construction sectors of the August $0.120
economy have kept demand strong for all of our related September $0.120
operations in hoteling, entertainment, food & beverage services October $0.120
and gaming. Gaming continues to gain wider public acceptance. November $0.120
This is especially true at the Fund’s casinos where our mission is becember 60120
to attract the social occasional gamer by offering clean exiting N -
2004 Anticipated Distribution $1.440

venues with plenty of quality live entertainment options and first
rate food and beverage services. Both the Great Northern Casino in Grande Prairie and Boomtown Casino in Ft.
McMurray posted record electronic gaming revenues during the quarter. Food and beverage services also
performed at record levels. Credit needs to go to our dedicated staff who have been creative in designing programs
that attract new customers and return visits from our existing clientele to all of our properties.

Service Plus Inns & Suites in Grande Prairie also had their strongest sales quarter to date. The hotels proximity to
the Great Northern Casino provides a competitive advantage that other hotel operators can not offer. Staff at the
hotel have worked hard to strengthen existing client relationships given some added competition in the trading area.
There efforts have paid off in some of our highest occupancy rates ever.



Outlook

Deerfoot Inn and Casino Inc., of which we are a joint venture partner, received the necessary go ahead on April 20,
2004 to proceed with the development of a hotel/ convention/ entertainment/ casino facility for South Calgary.
Construction of this $40 million complex will begin on or before June 1, 2004. When completed in quarter 4 of
2005, and the required regulatory approvals have been granted, the doors will be open to this first-of-its-kind
facility in Alberta. This venue promises to be a spectacular addition to the Calgary entertainment and social scene.

The strong quarter one casino revenues are encouraging. Management anticipates continued solid revenue
generation. Expected revenue generation for the remainder of the year will allow the Fund to maintain current cash
distribution levels and generate some additional surplus for funding our Contributing Responsibility to the Calgary
Joint Venture.

The fund is well managed and opportunities abound. We hope you are as exited about the future of the Fund as we
are. Thank you for your ongoing support.

Sincerely,
(Signed by David J. Will) (Signed by Darcy J. Will)
David J. Will Darcy J. Will

Chairman, Gamehost Income Fund President, Gamehost Income Fund
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GAMEHOST INCOME FUND

CONSOLIDATED BALANCE SHEET

(Unaudited)

ASSETS

CURRENT ASSETS

Cash and cash equivalents

Accounts receivable (Note 3)

Current portion of note receivable

Inventories

Prepaid expenses

Due from Related Parties

TOTAL CURRENT ASSETS

NOTES RECEIVABLE

PROPERTY, PLANT & EQUIPMENT
LICENSES

GOODWILL

June 30, 2004

December 31, 2003

LIABILITIES AND UNITHOLDERS’ EQUITY

CURRENT LIABILITIES
Accounts payable
Accrued liabilities
Due to related parties (Note 3)
Unitholders distributions payable
TOTAL CURRENT LIABILITIES

CLASS B LIMITED PARTNERS' UNITS (Note 4)

UNITHOLDERS' EQUITY

On behalf of the Board:

David J. Will, Director (Signed David J. Will)

(Note 1)

$ 4101662 $ 4,106,951
680,256 557,728
14,366 28,210
57,664 62,154
285,517 65,355
8,999
5,148,464 4,820,398
77,193 77,193
19,943,185 19,316,493
3,500,000 3,500,000
42,579,216 42,579,216
$ 71248058 $ 70,293,300
$ 279,279 % 344,509
797,156 803,940

--- 164,472

844,302 809,123
1,920,737 2,122,044
38,577,751 37,970,276
40,498,488 40,092,320
30,749,570 30,200,980
$ 71248058 $ 70,293,300

Darcy J. Will, Director (Signed Darcy J. Will)




GAMEHOST INCOME FUND

CONSOLIDATED STATEMENT OF
UNITHOLDERS' EQUITY
(Unaudited)

June 30, 2004 December 31, 2003

(Note 1)

BALANCE, BEGINNING OF PERIOD $ 30,200,980 $
ISSUED UPON EXCHANGE OF SHARES OF SERVICE

PLUS HOSPITALITY LTD. 11,981,948
ISSUED PURSUANT TO OFFERING MEMORANDUM 20,500,000
RETURNED TO TREASURY (1,440)
REORGANIZATION COSTS 27,682 (2,358,777)
NET INCOME 2,859,508 2,693,930
DISTRIBUTIONS TO UNITHOLDERS (2,338,597) (2,614,681)

BALANCE, END OF PERIOD $ 30,749,573 $ 30,200,980



GAMEHOST INCOME FUND

CONSOLIDATED STATEMENT OF OPERATIONS
SIX MONTH PERIOD ENDED
JUNE 30, 2004
(Unaudited)

REVENUE
Hotel revenue $ 1,657,138
Table games 2,164,906
Slot machines and other electronic games 6,220,184
Food and beverage services 1,875,366
Rental revenues 145,547
Other 187,083
12,250,224

EXPENSES
Cost of goods sold 768,033
Human resources 2,568,729
Marketing and promotions 565,947
Operating 1,360,927
Corporate and general administration 279,902
5,543,538

EARNINGS BEFORE AMORTIZATION AND INCOME

ALLOCATION TO CLASS B LIMITED PARTNERS 6,706,686
AMORTIZATION (512,487)

INCOME ALLOCATION TO CLASS B LIMITED PARTNERS (3,334,691)

NET INCOME $ 2,859,508

PER UNIT INFORMATION:
Earnings per unit - basic $ 0.880



GAMEHOST INCOME FUND

CONSOLIDATED STATEMENT OF CASH FLOWS
(Unaudited)

6 Months Ended
June 30, 2004

7 Months Ended
December 31, 2003

(Note 1)
CASH PROVIDED BY (USED FOR)
OPERATIONS
Net income $ 2,859,508 $ 2,693,930
Add non-cash item:
Allocation of net income to Class B Limited Partners 3,334,691 3,141,455
Amortization of property, plant & equipment 512,487 541,574
6,706,686 6,376,959
Net changes in non-cash working capital:
Accounts receivable (122,528) (557,728)
Inventories 4,490 (62,154)
Prepaid expenses (220,162) (65,355)
Accounts payable and accrued liabilities (72,014) 1,148,447
Cash from (used for) operating activities 6,296,472 6,840,169
FINANCING
Advances from related parties (173,471) 164,472
Proceeds from sale of units 20,500,000
Reorganization costs (27,682) (2,358,777)
Proceeds from collection of notes receivable 13,844
Distributions to Class B Limited Partners (2,717,216) (2,613,582)
Unitholders distributions (2,338,597) (2,241,155)
Cash from (used for) financing activities (5,197,758) 13,450,958
INVESTMENTS
Purchase of goodwill and licenses (7,544,990)
Purchase of property, plant & equipment (1,139,179) (8,639,186)
Cash from (used for) investment activities (1,139,179) (16,184,176)
INCREASE IN CASH AND CASH EQUIVALENTS 4,106,951
CASH AND CASH EQUIVALENTS,
BEGINNING OF PERIOD 4,106,951 -
CASH AND CASH EQUIVALENTS, END OF PERIOD  $ 4,101,662 $ 4,106,951

DISCLOSURE OF NON-CASH TRANSACTIONS (Note 1)




GAMEHOST INCOME FUND

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2004
(Unaudited)

SUMMARY OF PLAN OF ARRANGEMENT

Gamehost Income Fund is an unincorporated open-ended trust governed by the laws of the province of
Alberta and was formed on April 9, 2003 pursuant to the Gamehost Trust Agreement. The Fund began
operations on June 1, 2003.

The Fund was created to acquire specific gaming and hotel facilities formerly owned by Service Plus
Hospitality Ltd., Will Inns Ltd. and Boomtown Casino Ltd. These acquisitions were completed on June 1,
2003 through a Plan of Arrangement that resulted in the previous Service Plus Hospitality Ltd.
shareholders indirectly exchanging their shares for Units in the Fund or cash and Class "B" Limited
Partnership units in Gamehost Limited Partnership. Will Inns Ltd. and Boomtown Casino Ltd. exchanged
their specific assets for Class "B" Limited Partnership units in Gamehost Limited Partnership.

The acquisition was accounted for by the purchase method of accounting whereas the purchase price is
allocated to the identifiable tangible and intangible assets and liabilities based on their fair values, and any
excess of the purchase price over the fair values of the tangible and intangible assets and liabilities is
allocated to goodwill and intangibles. The Fund evaluates the allocation and makes all necessary
classifications for recognizing and measuring intangible assets from goodwill in accordance with Canadian
generally accepted accounting principles.

A summary of transactions is as follows:

Service Plus Will Inns Boomtown
Hospitality Ltd. Ltd. Casino Ltd. Total
Assets acquired:
Working capital $ 3,311,000 $ -$ - $ 3,311,000
Property, plant & equipment 9,767,784 7,400,000 500,000 17,667,784
Licenses 1,750,000 - 1,750,000 3,500,000
Goodwill 30,129,216 - 12,450,000 42,579,216

$ 44958,000$ 7,400,000 $ 14,700,000 $ 67,058,000

Consideration:

Cash $ 17,198,546 $ - $ - $ 17,198,546
Gamehost Income Fund

Units (Fund Units) 11,981,454 - - 11,981,454
Class "B" Limited Partnership

Units (LP Units) 15,778,000 7,400,000 14,700,000 37,878,000

$ 44958,000$ 7,400,000 $ 14,700,000 $ 67,058,000

The $42,579,216 of acquired goodwill was assigned to the Hotel and Gaming segments in the amounts of
$4,579,216 and $38,000,000, respectively. The $3,500,000 of licenses was assigned entirely to the
Gaming segment. Of the total amount of goodwill and licenses, $19,362,937 will be included as part of
eligible capital expenditure of which 75% ($14,522,203) will be amortized at 7% per annum for income tax
purposes.



GAMEHOST INCOME FUND

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2004
(Unaudited)

BASIS OF PREPARATION

These interim consolidated financial statements have been prepared in accordance with Canadian generally
accepted accounting principles; however, they do not include all of the disclosure requirements for annual
consolidated financial statements. The same accounting principles as were used for the consolidated
financial statements for the seven months ended December 31, 2003 were used in preparation of these
statements. These interim consolidated financial statements should be read in conjunction with the
consolidated financial statements for the seven months ended December 31, 2003 including notes thereto.

The consolidated statement of operations do not include comparative figures as the Fund did not begin
operating until June 1, 2003.

RELATED PARTY TRANSACTIONS

The Deerfoot Inn & Casino Inc. Joint Venture is jointly owned by Will Inns Ltd., Winners Gaming
Corporation and JM Wood Investments Ltd. The Fund's 40% interest is accounted for utilizing the
proportionate consolidation method. Will Inns Ltd. is controlled by Mr. David J. Will, Winners Gaming
Corporation is controlled by Mr. Darcy Will, and JM Wood Investments Ltd. is controlled by Mr. Jed
Wood. Mr. David Will, Mr. Darcy Will and Mr. Jed Wood are trustees of the Fund.

To this stage of the project’s progress, contributions have been made in accordance with forecasted cash
call assumptions. At the end of the period, amounts contributed to the Joint Venture equal the Fund’s
contributing responsibility of 47.75% of required capital. The amounts due from related parties are
unsecured, are non-interest bearing and have no fixed repayment terms.

Due to related parties includes $7000 payable to Gamehost Management Inc. which is equally and 100%
owned by David J. Will and Darcy J. Will. A further $1,999 is owed to D. J. Will Holdings a company
owned and controlled by David J. Will.

Included in corporate and general administration is $135,000 for management services to Mr. David J. Will
and Mr. Darcy J. Will as employees of Gamehost Limited Partnership. Amounts have been accrued
pending final approval by the board on a number of compensation matters including a unit option plan that
has been deferred to Fund’s Compensation Committee.

These transactions with related parties were in the normal course of operations and were measured at the
exchange value which represented the amount of consideration established and agreed to by the related
parties.



GAMEHOST INCOME FUND

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2004
(Unaudited)

CLASS B PARTNERSHIP UNITS

An unlimited number of Class B Limited Partnership Units ("LP Units") may be created and issued
pursuant to the Limited Partnership Agreement, as outlined in the Plan of Arrangement.

LP Units represent a partnership interest in Gamehost Limited Partnership and are exchangeable on a
one-for-one basis into Fund Units. LP Unitholders are entitled to vote at meetings of the Fund and are
entitled to distributions from time to time as determined by the Board.

The LP Units have the attributes of a minority interest position and have been reflected in these
consolidated financial statements as such.

As at June 30, 2004, there are 3,787,800 units outstanding (December 31, 2003 — 3,787,800). There were
no units issued or redeemed for the six months ending June 30, 2004.

During the six months ended June 30, 2004, $3,334,691 of income was allocated to the LP Units (Seven
months December 31, 2003 - $3,141,455) and total cash distributions declared amounted to $2,727,216
(Seven months December 31, 2003 - $3,049,179).

FUND UNITS

An unlimited number of Fund Units may be created and issued pursuant to the Trust Agreement. Fund
Units represent an undivided interest in the Fund. Fund Unitholders are entitled to vote at meetings of the
Fund and are entitled to distributions from time to time as determined by the Board.

As at June 30, 2004, 3,248,051 units are outstanding (December 31, 2003 — 3,248,051). There were no
units issued or redeemed for the three months ending March 31, 2004.

As all units were issued effective June 1, 2003, the weighted average of equivalent units outstanding for the
period is equal to the units issued during the period. The Fund did not have any options, warrants, rights or
convertible instruments which would be potentially dilutive during the period.



GAMEHOST INCOME FUND

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2004
(Unaudited)

SEGMENTED INFORMATION

The Fund's operations are predominantly in the hotel accommodation and gaming industries. The Fund
derives its revenues from marketing its services in Western Canada.

The hotel accommodation division includes the operations of the motor hotels and commercial real estate.
The gaming division includes the operations of the casino facility. Food, beverage and entertainment
functions are carried out within the casino facilities but have their own management reporting to the casino
management. General Administration includes head office.

March 31, 2004

Food & General
Hotel Gaming Beverage Administration _ Consolidated
Operations
Total revenue $ 1,008,264 $ 4122616 $ 934,420 $ 10,215 $ 6,075,515
Amortization 123,299 79,068 52,256 1,621 256,244
Corporate & General
administration - - - 126,234 126,234
Cost of Goods Sold 18,984 14 368,132 - 387,130
Human Resources 200,231 753,597 155,731 154,899 1,264,458
Marketing & Promotions 32,783 39,653 185,190 - 257,626
Occupancy 113,577 284,560 187,032 - 585,169
Operating 57,939 72,395 52,966 - 183,300
546,813 1,229,287 1,001,307 282,754 3,060,161
Net Income $ 461451 $ 2,893,329 ($ 66,887) ($ 272,539) 3,015,354
Income allocation to
LP Units (1,623,337)

Net income $ 1,392,017



GAMEHOST INCOME FUND

10

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2004
(Unaudited)

SEGMENTED INFORMATION (continued)

Hotel

Gaming

Food &
Beverage

General
Administration _ Consolidated

Property, Plant & Equipment (PPE) and Intangibles

Goodwill and Licenses $ 4,579,216 $ 41,500,000 -$ - $ 46,079,216
PPE at Beginning of the Period

Working assets $ 9,106,915 $ 5,141,955 3,427,970 $ 103,882 $ 17,780,722
Project 2 — in-progress __ 1,142,540 623,204 311,601 - 2,077,345
10,249,455 5,765,159 3,739,571 103,882 19,858,067

PPE Expenditures during the Period
Working assets 5,856 17,491 11,660 1,530 36,537
Project 2 — in-progress 61,951 33,792 16,896 - 112,639
67,807 51,283 28,556 1,530 149,176
Total PPE $10,317,262 $ 5,816,442 3,768,127 $ 105,412 $ 20,007,243

Project 2 — Deerfoot Inn & Casino Inc. joint venture

Total PPE -Net Book Value

Hotel

Gaming

Food and beverage

General administration

Projects in progress

$ 8,730,967
4,923,156
3,282,104

83,214
2,189,984

$ 19,209,425



11
GAMEHOST INCOME FUND

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS

JUNE 30, 2004
(Unaudited)

INVESTMENT IN JOINT VENTURE

The Fund is invested in Deerfoot Inn & Casino Inc. (the “Joint Venture), a hotel/convention/
entertainment/gaming project in Calgary, Alberta. The Fund holds a 40% Participating Interest and a
47.75% Project Contributing Responsibility in this joint venture. On receiving a construction permit and in
accordance with the joint venture agreement, the Fund contributed an amount representing the difference
between the Fund’s Participating Interest and Contributing Responsibility. This amount is recorded as a
separate asset in Property, Plant and Equipment. The Fund’s consolidated financial statements also include
its Participating Interest in the assets, liabilities, revenues and expenses and net income, and cash flows
resulting from operating, investing and financing activities of the joint venture, which are as follows:

Balance Sheet
Cash
Other current assets
Total current assets
Non-current assets

Current liabilities

Equity

Cash Flows
Operating activities
Investing activities
Financing activities
Increase in cash
Beginning cash
Ending cash

$ 322,351

20,156

342,507
2,741,510
$ 3,084,017

3,536

3,080,481
$ 3,084,017

$ -
(2,741,510)
3,052,442
310,932

11,419

$ 322,351



