
Consohdated Fmanctal Statement• of 

CARGO JET INCOME FUND 

For the pertodji om mcol po• at•on 
April 25 2005 to December 31 2005 



Deloitte 
Deto•tte & Touche LLP 
5140 Yonge Street 
Suite 1700 
Toronto ON M2N 6L7 
Canada 

Tel 416 601 6150 
Fax 416 601 6151 
www delo•tte ca 

Auditors' Report 

To the Umtholders of 
Caigojet Income Fund 

We have audited the consolidated balance sheet of Caigojet Income Fund as at December 31, 2005 and the 
consolidated state•nents of earnings and of cash flows for the period flora •ncorporat•on April 25, 2005 to 
December 31, 2005 These financial statements are the responsibdlty of the Company's management 
Our respons•b•hty is to express an op•mon on these financial statements based on our audit 

We conducted our audit •n accordance with Canadian generally accepted au&t•ng standards Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether the financial 
statements are free of material m•sstatement An audit •ncludes exam•mng, on a test basis, evidence 
supporting the amounts and d•sclosures •n the financial statements An audit also •ncludes assessing the 
accounting p•mc•ples used and s•gmficant estimates made by management, as well as evaluating the 
overall financial statement presentation 

In our op•mon, these consohdated financial statements present fairly, in all material respects, the financial 
position of the Company as at December 31, 2005 and the •esults of •ts operations and •ts cash flows for 
the period fiom incorporation, April 25, 2005 to December31, 2005 •n accordance with Canadian 
generally accepted accounting piinc•ples 

Chartered Accountants 

Toronto, Ontario 
Februaiy 24, 2006 

Member of 
Oeloltte Touche Tohmatsu 



CARGO JET INCOME FUND 
Consolidated Balance Sheet 
December 31, 2005 

ASSETS 

CURRENT 
Cash 
Accounts receivable 
Spare parts, anateriats and supplies 
Prepaid expenses and deposits 
Due from related company (Note 11) 

$ 359,502 
10,323,444 
1,237,135 
1,973,957 
744,651 

CAPITAL ASSETS (Note 4) 

INTANGIBLE ASSETS (Note 5) 

14,638,689 

28,536,834 

82,244,184 

LIABILITIES 

CURRENT 
Accounts payable and accrued charges (Note 7) 
Distributions payable to unitholders (Note 15) 
Future income taxes (Note 9) 
Current portion of aircraft heavy maintenance accrual (Note 8) 

125,419,707 

12,027,636 
1,228,572 
1,492,356 
1,847,691 

LONG-TERM DEBT (Note 6) 

AIRCRAFT HEAVY MAINTENANCE ACCRUAL (Note 8) 

FUTURE INCOME TAXES (Note 9) 

16,596,255 

23,179,862 

250,000 

5,667,211 
45,693,328 

NON-CONTROLLING INTEREST (Note 10(b)) 21,104,782 

UNITHOLDERS' EQUITY 

UNITHOLDERS' CAPITAL (Note 10(a)) 

DEFICIT 

62,295,904 

(3,674,307) 
58,621,597 

$ 125,419,707 

On behalf of the Trustees: 

"Ajay Virmani" 

Ajay Virmani 
President and Chief Executive Officer 

"John Webster" 

John Webster 
Trustee 
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CARGO JET INCOME FUND 
Consolidated Statement of Earnings and Deficit 
For the permd froin •ncorporatmn, Aprd 25, 2005 to December 31, 2005 

REVENUES 

DIRECT EXPENSES 

$ 69,295,475 

55,089,462 
14,206,013 

SELLING, GENERAL AND 
ADMINISTRATIVE EXPENSES 

Sales and marketing 
General and adm•mstratxve 
Interest, net 
Amortization of capital assets 
Amort•zanon oI intangible assets 

395,615 
7,730,512 
958,593 
178,090 

5,761,792 
15,024,602 

EARNINGS BEFORE INCOME TAXES AND 
NON-CONTROLLING INTEREST 

FUTURE INCOME TAX RECOVERY (Note 9) 

(818,589) 

1,434,020 

EARNINGS BEFORE NON-CONTROLLING 
INTEREST 

NON-CONTROLLinG INTEREST (Note 10(b)) 

615,431 

153,858 

NET EARNINGS 

DISTRIBUTIONS DECLARED IN THE PERIOD 
(Note 15) 

461,573 

(4,135,880) 
DEFICIT, END OF PERIOD 

EARNINGS PER TRUST UNIT basic 

EARNINGS PER TRUST UNIT diluted (Note 10(c)) 

AVERAGE NUMBER OF TRUST UNITS 
OUTSTANDING BASIC (m thousands of units) 

AVERAGE NUMBER OF TRUST UNITS 
OUTSTANDING DILUTED (In thousands ot umts) 

$ (3,674,307) 

$ 0 07 

$ 0 07 

6,699 

8,932 
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CARGO JET INCOME FUND 
Consolidated Statement of Cash Flows 
For the period from incorporation, April 25, 2005 to December 31, 2005 

NEt INFLOW (OUTFLOW) OF CASH RELATED 
TO THE FOLLOWING ACTIVITIES 

OPERATING 
Net earnings 
items not affecting cash 

Amortization of capital assets 
AmoitlZatlon ot intangible assets 
Future •ncome taxes 
Defelred hne maintenance charges 
Non-controlling interest 
Aircraft heavy maintenance accrual 
Aircraft heavy maintenance expenditures 

461,573 

1,730,990 
5,761,792 
(1,434,020) 

38,367 
153,858 

1,459,526 
(619,769) 

Changes •n non-cash wolklng capital •tems 
Accounts receivable 
Spare parts, materials and supphes 
Prepaid expenses and deposits 
Due trom related company 
Accounts payable and accrued charges 
Income taxes payable 

7,552,317 

(3,008,660) 
(183,800) 
414,273 
(57,827) 

1,388,608 
(415,922) 

5,688,989 

FINANCING 
Net increase in long-term debt 
Proceeds trom issuance of Fund Units 

net of issuance costs 
Distributions paid to umtholders and non-controlhng •nterest 

1,469,005 

52,199,291 
(4,285,934) 
49,382,362 

INVESTING 
Acquisition of net assets o•c Cargojet Holding Ltd 

Including bank indebtedness of $424,970 
Pioceeds from disposal of capital assets 
Additions to capital assets 

(52,991,784) 
515,003 

(2,235,068) 
(54,711,849) 

NET CASH INFLOW AND CASH END OF PERIOD 

SUPPLEMENTARY FINANCIAL INFORMATION 
Interest prod 
Income taxes prod 
Distributions payable to Income fund unltholders 
Distributions payable to exchangeable unltholders 
Issuance of Fund Umts and Exchangeable LP Units 

on acqmsmon of net assets of Cargojet Holdings Ltd 
Overallotment •ssued to ledeem non-controlling interest 

359,502 

926,352 
460,563 
614,286 
614,286 

29,772,730 
2,977,270 
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CARGO JET INCOME FUND 
Notes to the Consohdated Financial Statements 
For the period from Incorporation, April 25, 2005 to December 31, 2005 

NATURE OF THE BUSINESS 

Cargojet Income Fund (the 'Fund') •s an umncorporated opened-ended hm•ted purpose trust 
estabhshed under the laws of Ontario pursuant to a Declaration of Trust dated Aplll 25 2005 The 
Fund was created to invest in Cargojet Holdings Ltd (the "Company" or "Cargojet") The Fund 
remained mact•ve until •t acqmred all of the shares of Cargojet on June 9, 2005 

The Fund provides domestic and transbolder a•r cargo services 

INITIAL PUBLIC OFFERING AND ACQUISITION 

On June 1, 2005, the Fund completed an •mt•al pubhc offering and the sale of 5,954,545 trust umts 
(the "Umts") for $10 00 per umt, for total gloss proceeds of $59,545,450 The cost of issuing the 
umts pre-over-allotment was $7,346,159 (prior to the lecord•ng the effect of future •ncome taxes of 
$2,653,433) resulting in net cash proceeds of $52,199,291 

On June 9, 2005, in conjunction with the •mt•al public offering, the Fund, through a newly formed 
subsidiary, acquired all of the outstanding shares of Cargo.let Caigojet was amalgamated with its 

new parent company to form a new company also called Cargojet Cons•delat•on for the acquisition 
was comprised of cash of $52,566,814, Units of the Fund w•th an ascribed value of $4,465,910 and 
2,530,682 Exchangeable LP Units with an ascribed value of $25,306,820, •n the Fund's wholly- 
owned subs•diary, Cargojet Holdings Limited Partnership ("CHLP") 

The Fund granted an over-allotment option to the underwriters to purchase up to 297,727 additional 
Umts on the same terms as the initial pubhc offel•ng On June 30, 2005, the over-allotment option 
was exercised in full with net proceeds from the exercise used to repurchase 297,727 exchangeable 
umts from ceita•n former shareholders of Cargojet at $10 00 per umt 
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CARGO JET INCOME FUND 
Notes to the Consohdated Financial Statements 
For the period from incorporation, April 25, 2005 to December 31, 2005 

INITIAL PUBLIC OFFERING AND ACQUISITION (continued) 

The acqms•tlon was accounted for by the purchase method with the results of Cargojet's operations 
included •n the Fund's earmngs from the date of acqms•t•on These consohdated finanmal 
statements reflect the assets and habd•tles of Cargojet at assigned fair values as follows 

Assets and habd•tles acqmred 
Accounts receivable 
Spin e parts, materials and supphes 
Prepaid expenses and deposits 
Due fiom related company 
Capital assets 
Deferred hne maintenance charges 
L•cences 
Customer relatlonsh•ps 
Non-compete agreements 
Goodwill 
Bank •ndebtedness 
Accounts payable and accrued charges 
Income taxes payable 
Long-term debt 
A•rcraft heavy maintenance accrual 
Future •ncome taxes 

7,314,784 
1,053,335 
2,388,230 
686,824 

28,547,759 
38,367 

1,000,000 
38,113,600 
2,722,400 

46,169,976 
(424,970) 

(10,639,028) 
(415,922) 

(21,710,857) 
(1,257,934) 

(11,247,020) 

Conslderahon 
Cash 
Fund units (446,591 Fund units) 
Exchangeable LP umts (2,530,682 Exchangeable LP umts) 

82,339,544 

$ 52,566,814 
4,465,910 

25,306,820 
$ 82,339,544 

The allocation of the purchase price d•screpancy, •epresent•ng the excess of the purchase price, 
•nclu&ng acqms•tmn costs, over the net book value of the net assets acqmred, •n the amount of 
$76,669,976 •s allocated as follows 

Goodwdl 
Customer relationships 
Non-compete agreements 
L•censes 
Future •ncome taxes 

$ 46,169,976 
38,113,600 
2,722,400 
500,000 

(10,836,000) 
$ 76,669,976 

Page 5 of 17 



CARGO JET INCOME FUND 
Notes to the Consohdated F nancial Statements 
For the period from •ncorporation, Aprd 25, 2005 to December 31, 2005 

INITIAL PUBLIC OFFERING AND ACQUISITION (continued) 

As at December 31, 2005, the allocation of the purchase price had not been finahzed, as the current 
purchase price allocation may potentmlly be further adjusted fo• the •dentlficat•on of additional 
intangible assets AdJustments that increase or decrease the intangible assets will be offset to 
goodwill 

SIGNIFICANT ACCOUNTING POLICIES 

These consohdated financial statements have been prepared •n accoldance w•th Cana&an generally 
accepted accounting pl mc@es and reflect the following s•gmficant accounting pohc•es 

Ba;ls of p• esentatlon 

These consohdated financml statements include the accounts of the Fund and •ts wholly owned 
subs•&my Cargojet Operating Trust and •ts 75% owned subsidiary Cargojet Holdings L•m•ted 
Partnership ('CHLP") and •ts wholly owned subs•&ar•es Cargojet Hol&ngs Ltd and Cargojet 
Partnership 

Spare parts materials and supphes 

Spare parts, materials and supphes are valued at average cost less prows•on for obsolescence 

Capital assets 

Capital assets, are recorded at cost and are amortized using the dechnmg-balance bas•s, except for 
leasehold •mprovements and engines which are amomzed on the stra•ght-hne bas•s, at the following 
rates per annum 

A•rcraft 7-½% 
Engines engine cycles 
Ground eqmpment 20% 
Rotable spares 7-½% 
Compute• hardware and software 30% 
Furmture and fixtures 20% 
Leasehold •mprovements Lease term 
Vehicles 30% 
Hanga• facility 10% 
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CARGO JET INCOME FUND 
Notes to the Consohdated Financial Statements 
For the period from incorporation, April 25, 2005 to December 31, 2005 

SIGNIFICANT ACCOUNTING POLICIES (continued) 

Intangtble asset• 

Goodwill is created when the Fund acquires a business It represents the excess, at the dates of 
acqms•non, of the cost of the acqmred bus•ness over the fair value of the net •dentlfiable assets 
acquired 

Goodwill and intangible assets with lndefimte useful lives ale not amomzed 

Goodwill is tested for •mpalrment annually or more frequently if events or changes •n circumstances 
•ndlcate that the assets m•ght be •mpalred The •mpa•rment test •s camed out in two steps In the 
first step, the carrying amount of the repornng umt is compared to its fair value When the fair 
value of a reporting unit exceeds its carrying amount, then goodwill of the reporting unit is 
considered not to be •mpa•red and the second step •s not required The second step of the 
•mpalrment test •s camed out when the carrying amount of a reporhng umt exceeds its fair value, •n 
which case the fair value of the reporting unit's goodwill •s compared w•th its carrying amount to 

measure the amount of the impairment loss, •f any When the calrylng amount of the reporting umts 
goodwill exceeds the lmphed fair value of the goodwill, an •mpamnent loss •s recognized •n an 

amount equal to the excess and •s presented as a separate •tem •n the consohdated statement of 
earmngs and deficit before •ncome taxes and non-controlling interest 

Intangible assets, such as licenses, that have an •ndefinlte useful life, are also tested for impairment 
annually or mo•e frequently ff events or changes m c•rcumstances •ndlcate that the asset m•ght be 
impaired The impairment test compmes the carrying amount of the intangible asset with its fair 
value, and an •mpalrment loss •s recognized •n the consolidated statement of earmngs and deficit for 
the excess, •f any 

Intangible assets, such as customer relationships and non-compete agreements, that have a defimte 
hfe are capltahzed and are amomzed over a four-year period and are further tested for •mpmrment •f 
events or circumstances indicate that the assets might be •mpalred 

Impazrment of long-hved assets 

The Fund adopted the Canadian accounting standard for •mpa•rment of long-hved assets, which 
reqmres that an impairment loss should be recogmzed when events or c•rcumstances indicate that 
the carrying amount of the long-lived asset •s not recoverable and exceeds •ts fair value Any 
resulnng lmpa•rment loss •s recorded •n the pe• •od in which the nnpan ment occms 

The Fund has determined that there was no nnpa•rment of long-hved assets at December 31, 2005 
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CARGO JET INCOME FUND 
Notes to the Consohdated Financial Statements 
For the period from incorporation, April 25, 2005 to December 31, 2005 

SIGNIFICANT ACCOUNTING POLICIES (continued) 

At1 cl aft heavy maintenance accrual 

The Fund provides for a•rframe overhaul expenses for each owned and certain leased aircraft based 
on a provision for the scheduled costs These expenses are charged to earnings accoldlng to the pre- 
determined number of months between airframe overhauls Actual results could differ from those 
estimates and differences could be significant Engine overhauls on owned aircraft are not accrued 
for as it is the Fund's policy to purchase or lease lecondltloned engines as required by the 
maintenance schedule and amortize such engines over the related number of engine cycles used 

The Fund makes payments representing a pOltlOn of engine and airframe ovelhaul expenses to 
certain aircraft lessors These payments are expensed The excess of the actual costs incurred for 
future overhaul expenses over payments made is accrued when the amount is determinable 

Income taxes 

The Fund follows the liability method of accounting for income taxes Under th•s method, future 
income tax assets and liabilities are determined based on differences between the financial reporting 
and tax basis of assets and hablht•es, and measured using the substantively enacted income tax rates 
and laws that will be in effect when the differences are expected to reverse 

Deferred hne maintenance charges 

Deferred line maintenance charges are recorded at cost and are amortized over the period of the 
related service contracts 

Non-contl olhng zntel est 

Non-controlling Interest represents a dnect non-controlling equity lntelest in the Fund through 
exchangeable limited partnership units in CHLP Exchangeable unit holders are entitled to earnings 
that are economically equivalent to distributions of the Fund The exchangeable units were 
recorded at the value which the Fund's trust umts were issued to the public thlough the initial pubhc 
offellng Exchanges of exchangeable units are recolded at the carrying value of the exchangeable 
units at issuance net of net earmngs and distributions attributable to participating exchangeable units 
to the date of exchange 

Revenue Feco•nlllOn 

Revenue is recognized when the transportation services are provided 

Translatzon ofjbl ezgn currencws 

Monetary assets and liabilities denominated in foreign currencies have been translated into 
Canadian dollars at lates of exchange plevalhng at period end Gains or losses resulting from such 
translations are included in income 

%ansactlons •n fbrelgn currencies throughout the period have been converted at the exchange rate 
prevalhng at the date of the transaction 
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CARGO JET INCOME FUND 
Notes to the Consohdated Financial Statements 
For the period from incorporation, April 25, 2005 to December 31, 2005 

SIGNIFICANT ACCOUNTING POLICIES (continued) 

Del zvattve financlal instruments 

Derivative financml instruments are utd•zed by the Fund m the management of •ts interest rate and 
foreign currency exposures The Fund's pohcy is not to utd•ze derivative financial instruments for 
trading or speculative purposes 

The Fund enters into •nterest rate swaps in o•der to manage •ts exposme to fluctuations in •nterest 
rotes on •ts floating rate debt These swaps leqmre the periodic exchange of payments w•thout the 
exchange of the notional principal amount on which the payments are based and are designated as 
hedges of the interest payable on the debt Wh•le effecnve as hedges they are accounted for under 
the accrual method The net amount receivable or payable m respect of each swap •s included m 

accounts recmvable or accounts payable and accrued charges respectively m the balance sheet and 
recogmzed as an adjustment to interest, net •n the statement of earnings and defimt 

The Fund peno&cally enters •nto formgn exchange forward contracts to manage •ts exposure to 
fluctuanons •n the Cana&an/U S exchange rate on its purchase transactions denominated •n U S 
dollars These contracts require the exchange of currencies on matumy of the contracts and are 
designated as hedges of ant•mpated U S dolla• denominated purchases Whde effective as hedges 
they are accounted for under the settlement method The gain or loss on settlement of a contract •s 
recogmzed as an adjustment to cost of the purchased •tems and •s recogmzed •n the statement of 
earmngs and deficit when this •tem •s expensed 

Reahzed and unreahzed gmns or losses associated w•th derivative •nstmments, which have been 
terminated or cease to be effective prior to matm•ty, are deferred and recogmzed m earnings •n the 
period •n which the underlying hedged transaction is recogmzed |n the event a designated hedged 
•tem •s extlngmshed, matures or ceases to be probable prior to the term•natmn of the related 
derivative •nstrument, any realized or unreahzed gain or loss on such derivative •nstrument •s 
recogmzed •n the statement of earmngs Any non-hedging derivative financial instruments are 
marked to market at each reporting date and the resulting adjustment •s •ecogmzed as part of general 
and adm•mstratlve expenses •n the statement oi earmngs and deficit 

Guarantees 

The Fund has adopted Accounting Gmdehne 14, Disclosure of Guarantees ("AcG-14"), which 
addresses the d•sclosure to be made by a guarantor m its financml statements about •ts obhgat•ons 
under guarantees 

The Fund has d•sclosed the •nformat•on related to the guarantees m thmr current contracts •n 
Note 14 

Management s use of estimates 

The p•eparatlon of financial statements •n conformity w•th Cana&an generally accepted accounting 
principles reqmres management to make esnmates and assumptions that affect the reported amounts 
of assets and hab•ht•es and d•sclosme of contingent assets and habdmes at the date of the finanmal 
statements and reported amounts of revenue and expenses during the repomng period Actual 
results could differ from those estimates The •tems reqmrmg the use of management estimates are 
the determination of the mrcraft heavy maintenance •eserve, allowance for doubtful accounts, the 
obsolescence of spin e parts, matermls and supphes and the valuatmn of intangible assets 

Page 9 of 17 



CARGO JET INCOME FUND 
Notes to the Consohdated Financial Statements 
For the period from incorporation, April 25, 2005 to December 31, 2005 

CAPITAL ASSETS 

Aircraft and engines 
Ground eqmpment 
Rotable spares 
Computer hardware 

and software 
Furnltm e and fixtures 
Leasehold •mprovements 
Vehicles 
Hangar lacd•ty 

Accumulated 
Cost Amortization 

16,628,774 $ 739,307 
1,928,135 206,822 
5,428,827 210,720 

Net Book 
Value 

15,889,467 
1,721,313 
5,218,107 

615,348 94,101 521,247 
434,151 45,437 388,714 

1,756,496 223,422 1,533,074 
135,972 23,022 112,950 

3,340,121 188,159 3,151,962 
$ 30,267,824 $ 1,730,990 $ 

Amortization expense consists of amounts charged undel the following classification 

D•rect expenses $ 
Selhng, general and adm•mstrat•ve expenses 

$ 

28,536,834 

1,552,900 
178,090 

1,730,990 

INTANGIBLE ASSETS 

Accumulated 
Rate Cost Amorttzatlon 

Goodwdl $ 46,169,976 $ 
L•cences 1,000,000 
Customer Retahonsh•p 4 years 38,113,600 5,377,672 
Non-compete agreements 4 years 2•722•400 384:120 

$ 88,005,976 $ 5,761,792 

Net Book 
Value 

$ 46,169,976 
1,000,000 

32,735,928 
2•338•280 

$ 82,244,184 
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CARGO JET INCOME FUND 
Notes to the Consohdated Financial Statements 
For the period from •ncorporatlon, April 25, 2005 to December 31, 2005 

8 

BANK INDEBTEDNESS 

The Fund has estabhshed a revolwng credit facd•ty w•th a Canadian chartered bank to a maximum 

of $28 0 mllhon which bears •nterest at bank prime plus 7% and •s repayable May 30, 2007 The 
Fund has entered into a hedging relationsh•p with a major Canadian financial •nst•tutlon to manage 
most of the interest rate exposure w•th respect to their floating rate debt (Note 13) 

The credit facdity •s subject to customary terms and con&t•ons for borrowers of this nature, 
including for example, hmlts on •ncmnng addmonal •ndebtedness, granting hens or selling assets 
w•thout the consent of the lenders The credit fac•ht•es are also subject to the maintenance of 
certain financlal covenants 

The credit fac•hty •s secured by the following 

general security agreement over all assets of the Fund 

guarantee and postponement of claim to a maximum of $35 0 mdhon •n favour of Cargojet 
Partnership and certain other entitles of the Fund 

• assignment of insurance proceeds, loss •f any, payable to the bank 

ACCOUNTSPAYABLEANDACCRUEDCHARGES 

Trade payables and related accrued charges 
Advances from the EPSP T•ust 
Payroll and benefits 

8,493,027 
1,900,000 
L634•609 

$ 12,027,636 

Advances from the Cargojet Group of Companies Employee Profit Shanng Plan Trust ("EPSP 
Trust") an entity established prior to the acqms•hon of Cargojet fo• the benefit of certain senior 

executives of the predecessor company, bear interest at 8% per annum and are repayable on 
demand 

AIRCRAFT HEAVY MAINTENANCE ACCRUAL 

The Fund prowdes for a•rframe overhaul expenses foi each owned and certain leased a•rcraft 
These expenses are charged to earmngs according to the pie-determined numbel of months between 
a•rframe overhauls As at Decembei 31, 2005, the estimated liability totalled 2,097,691, of which 
$1,847,691 is expected to be expended •n the next fiscal year 
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CARGO JET INCOME FUND 
Notes to the Consolidated Financial Statements 
For the period from incorporation, April 25, 2005 to December 31, 2005 

9 INCOME TAXES 

The tax effect of s•gmficant temporary dfffmences •s as follows 

Capital assets 
Intangible assets 
Operating loss carryforwards 
F•nanc•ng costs 
Expenses •ncurred, not currently deductible 

$ 2,303,310 
8,288,895 
(408,131) 

(2,357,924) 
(666,583) 

Future •ncome tax habfl•ty 7,159,567 
Cunent portion of future •ncome tax habfllty 1,492,356 
Future •ncome tax habd•ty $ 5,667,211 

A reconciliation between the Fund's statutory and effective tax rates IS as follows 

Loss before •ncome taxes and non-contlolhng •nterest 

Income tax recovery at the combined basic rate 
Tax on •ncome attributable to trust umtholders and 

exchangeable LP umtholders 
Tax on amort•zatmn of •ntang•ble assets 
Permanent and other d•fferences 

$ (8181589 } 

$ (295,674) 

(1,721,756) 
552,244 
3L166 

Income tax recovery $ (1,434,020) 

10 UNITHOLDERS' EQUITY 

The benefimal •nterests •n the Fund •s d•wded •nto •nterests of two classes, described and designated 
as 'Umts' and "Specml Vohng Umts', respectively An unlumted numbm of trust Umts and 
Special Vonng Umts may be authorized and •ssued pursuant to the Declaranon of Trust 

Each trust Umt represents an equal voting fractional, and un&v•ded beneficial interest m the Fund 
All trust Umts are transferable and share equally •n all d•stnbunons from the Fund whether of net 

earmngs, return of capital, return of pnnc•pal interest, d•v•dends or net teahzed capital gmns or 
other amounts, and m the net assets of the Fund m the event of termmahon or w•ndmg up of the 
Fund The trust Umts are redeemable at any tune on demand by the holders at fair value as 
determined by and subject to the cond•nons of the Declaranon of Trust to a maximum of $50,000 
per calendar quarter 
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CARGO JET INCOME FUND 
Notes to the Consohdated F nanclal Statements 
For the period from Incorporation, April 25, 2005 to December 31, 2005 

10 UNITHOLDERS' EQUITY (continued) 

The Special Voting Umts are not entitled to any interest or share in the Fund •n any distribution 
from the Fund whether of net earnings, net realized gains or other amounts, or in the net assets of 
the Fund in the event of a telmlnatlon or winding-up of the Fund The Special Voting Units will 
only be issued to the holders of Class A hm•ted partnership units of the CHLP ("Exchangeable LP 
Units") for the purpose of providing voting rights to these Special Voting Unit holders, with respect 
to the Fund Each Special Voting Unit will entitle the holder to that number of votes at any meeting 
of Voting Unltholders that is equal to the number of Umts that may be obtained upon the exchange 
of the Exchangeable LP Umt to which it •s attached Upon the exchange or conversion of an 
Exchangeable LP Unit for Units, the •elated Special Voting Unit will nnmedlately be cancelled 
without any further action of the %ustees, and the former holder of such Special Voting Umt will 
cease to have any further rights 

(a) Trust Umts 

Number Amount 

Issued on lmtlal public offering 
Fund Umts 
Exel clse of over-allotment 

5,954,545 $ 59,545,450 
446,591 4,465,910 
297,727 2,977,270 

Issuance costs, net o• future income taxes 
of $2 653,433 

6,698,863 66,988,630 

(4,692,726) 
Umtholders' eqmty, end of period 

(b) Non-controlhng •nterest 

Exchangeable LP umts issued on acqulsltmn of 
Cmgojet Holdings Ltd 

Exermse of over-allotment 
Share of earnings of the CHLP 
Distributions declared •n the period (Note 15) 

6,698,863 $ 62,295,904 

Number Amount 

2,530,682 $ 25,306,820 
(297,727) (2,977,270) 

153,858 
(1,378,626) 

(c) 

Non-controlling interest, end of period 2,232,955 $ 21,104,782 

Diluted earnings pel trust umt 

For the purpose of determining diluted earnings per trust umt the weighted average number of 
Trust Units and Exchangeable LP Umts have been combined 
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CARGO JET INCOME FUND 
Notes to the Consohdated F nanc al Statements 
For the period from incorporation, April 25, 2005 to December 31, 2005 

11 RELATED PARTY TRANSACTIONS 

The Fund had the following transactions w•th a related company, Starjet A•rways Ltd ("Starjet"), a 

company controlled by the Fund's Chief Executive Officer 

Revenues assocmted w•th passenger a•r service 

Cost of sales assocmted with the stated revenues 

$ 2 185,897 
$ 1,920,325 

Dmmg the period, the Fund further accrued interest on the EPSP Trust (Note 7) loan of 
approximately $87,000 

These transactions are in the normal course of operations and are measm ed at the exchange amount, 
which is the amount of consideration estabhshed and agreed to by the related pa•t•es 

Amounts due from the related company are •n the nature of trade, are non-•nterest beanng and are 
due on demand 

12 COMMITMENTS AND CONTINGENCY 

Commztments 

The Fund is committed to the following annual m•nmqum lease payments under operating leases for 
•ts fleet of aircraft, office premises and certain eqmpment 

2006 $ 6,078,814 
2007 4,449,354 
2008 3,633,882 
2009 2,723,493 
2010 15,522 

$16,901,065 

In addition, subsequent to the period end, the Fund committed to an operating lease for one 
ad&tmnat mrcraft w•th a term of 36 months The mlmmum lease payments under this operating 
lease range from approximately $ 977,000 to $ 1,082,000 annually, throughout the term The 
annual lease payments are not recorded m the above commitments 

Contingency 

The Fund has prowded •rrevocable standby letters of credit totahng $220,000 to a financial 
msntutlon and a suppher as security fo• Its corporate credit cards and ongoing serwces to be 
prowded The letters of credit expire as follows 

December 29, 2006 $ 200,000 
March 20, 2006 20 000 

$ 220 000 
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CARGO JET INCOME FUND 
Notes to the Consohdated Financial Statements 
For the period from Incorporation, April 25, 2005 to December 31, 2005 

13 FINANCIAL INSTRUMENTS 

Fair value 

The fair value of all financial assets and habfl•t•es approximate their carrying value based on 

management estimates except as to the fmr value of the interest rate swap as described below 

Credit rtsk 

The Fund •s subject to r•sk of non-payment of accounts •ece•vable The Fund m•t•gates th•s risk by 
monitoring the credit worthiness of •ts customers and hm•t•ng •ts concentration of •ece•vables to any 
one specific group of customers At December 31, 2005, approximately 29% of the accounts 
receivable balance was receivable lrom two customers 

Fot e•gn exchange r•sk 

The Fund undertakes purchase transactions •n foreign currencies, and therefore •s subject to gains 
and losses due to fluctuations •n the foreign currencies The Fund manages •ts exposure to changes 
•n the Canad•an/U S exchange rate on anticipated purchases by buying forward U S dollars at fixed 
•ates •n future periods As at December 3I, 2005 the Fund had no foreign exchange forward 
contracts outstanding 

The foreign exchange loss during the period was $46,596 

Intel est rate •sk 

The Fund has long-te•n floating rate debt which creates an exposure to fluctuations •n •nterest rates 
(Note 6) 

The Fund uses interest rate swaps to manage •ts exposure to •nterest rate fluctuations At 
December 31, 2005, the Fund had one swap contract •n place w•th a major Canadian financial 
•nst•tut•on to manage most of the •nterest rate exposure •n respect of these floating rate debts The 
swap has a notional amount of $21,000,000 The Fund pays floating rate •nterest at BA-CDOR and 
receives fixed rate •nterest at 3 69% plus a stamping fee on a monthly bas•s and the swap matures on 
June 15, 2008 

At December 3 l, 2005, th•s •nterest rate swap contract had a positive fair value or value favourable 
to the Fund of approximately $193,000 compared to a recorded haNhty of approximately $3,400 
The swap •s an effective hedge as at December 31, 2005 and therefore th•s unrecogmzed gain has 
not been taken to earmngs 

Commodtty •sk 

The Fund •s exposed to commodity r•sk for variations m fuel costs The Fund does not use 
derivative •nstruments to m•t•gate th•s risk 
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CARGO JET INCOME FUND 
Notes to the Consolidated Financial Statements 
For the period from incorporation, April 25, 2005 to December 31, 2005 

14 GUARANTEES 

In the normal course of business, the Fund enters •nto agreements that meet the defimt•on of a 

gumantee The Fund's primary guarantees subject to the &sclosme •eqmrements of AcG-14 are as 

follows 

(a) The Fund has prowded indemnities under lease agreements for the use of various operating 
facdmes Under the terms of these agreements, the Fund agrees to mdemmfy the 
counterpart•es for various •tems including, but not hm•ted to, all hablht•es, loss, stats, and 
damages arising during, on or after the telm of the agreement he maximum amount of any 
potentml futme payment cannot be reasonably estimated 

(b) lndemmty has been provided to all &rectors and or officers of the Fund for various items 
including, but not hm•ted to, all costs to settle stats or actmns due to assomat•on w•th the 
Fund, subject to certain restnctmns The Fund has purchased &rectors' and officers' habdlty 
insurance to mmgate the cost of any potentml future stats or actions The term of the 
mdemmficatmn is not exphc•tly defined, but •s hm•ted to the period over which the 
mdemmfied party' served as a trustee, &rector or officer of the Fund The maximum amount 
of any potentml future payment cannot be reasonably estimated 

(c) In the normal course of business, the Fund has entered •nto agreements that include 
mdemnmes m favor of third pames, such as pmchase and sale agreements, confident•ahty 
agreements, engagement letters w•th advisors and consultants, underwriting agreements, 
outsourmng agreements, leasing contracts, tnformatmn technology agreements and serwce 

agreements These mdemmficanon agreements may requne the Fund to compensate 
counterpart•es for losses recurred by the counterpart•es as a result of b•eaches m representation 
and regulations or as a result of lmgatlon clmms or statutory sanctions that may be suffered by 
the counterparty as a consequence of the transactmn The trams of these mdemnmes are not 
exphmtly defined and the maxnnum amount of any potentml rmmbursement cannot be 
reasonably estimated 

The nature of these indemmficahon agreements prevents the Fund from making a reasonable 
estimate of the maximum exposme due to the &fficult•es in assessing the amount of habd•ty which 
stems fi'om the unpred•ctabd•ty of future events and the unhm•ted coverage offered to 
counterpartms H•stoncally, the Fund has not made any payments under such or similar 
mdemmficatmn agreements and therefore no amount has been accrued •n the balance sheet w•th 
•espect to these agreements 

15 DISTRIBUTIONS 

The Fund makes regular d•stnbut•ons to umtholders of record as of the last bus•ness day of each 
month D•stnbut•ons to umtholders and Exchangeable LP umtholders are calculated and recorded 
on an accrual bas•s D•stnbut•ons declared dunng the period ended were $4,135,880 to umtholders 
and $1,378,626 to Exchangeable LP umtholders 
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CARGO JET INCOME FUND 
Notes to the Consolidated Financial Statements 
For the period from incorporation, Aprd 25, 2005 to December 31, 2005 

15 DISTRIBUTION (connnued) 

Dtstrlbut•ons payable at December 31 2005 are as follows 

Umts Period Record date 
D•strlbut•ons 

Payment Date Per U mt Amount 

Income Fund umts December to December 31 2005 Jan 13, 2006 5 0 0917 $ 614 286 
December 31 2005 

Exchangeable LP umts October to December 31 2005 Jan 13, 2006 $ 0 27¢,1 614,286 
December 31 2005 

$ 1,228 572 

At the end of each fiscal quarter, including the fiscal quarter ending on the fiscal year end, 
d•stl •but•ons will be made •n the following order of prlomy 

a) F•rst, in payment of the monthly &stnbut•on to the holders of Income Fund Units for the 
month then ended, 

b) Second, to the holders of Income Fund Umts to the extent that the monthly per umt 
distributions in respect of the twelve month period then ended were not made or were made 
amounts less than approximately $0 09 per umt per month, the amount of any deficiency, 

c) Third, to the holders of Exchangeable LP Umts in a per umt amount of approximately $0 27 
per fiscal quarter, •fthere •s Insufficmnt cash to make &strlbutlons in such amount, such lesser 
amount as is detenmnable, 

d) Fourth, to the holders of Exchangeable LP Units to the extent that the per umt dlstnbuhons in 

respect of any fiscal quarter(s) dunng the twelve month period then ended were not made or 

were made •n amounts less than approximately $0 27 per Exchangeable LP Umt, the amount 
of any defimency, and 

e) F•fth, to the extent of any excess, proportionately to the holders of the Income Fund Units and 
the Exchangeable LP Umts 

16 SEGMENTED INFORMATION 

The Fund manages its operations •n one bus•ness segment, which 1s prowd•ng domestic and trans- 
border air cargo services All operations ale conducted primarily •n Canada 

Dunng the period, the Fund had sales to three customers that represented 54% of total sales 
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