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Forward-looking Information

This Management’s Discussion and Analysis (“MD&A”) contains
certain forward-looking information. This forward-looking information is
based on a variety of assumptions and is subject to risks and uncertainties.
Please refer to the section titled “Caution Regarding Forward-Looking
Information” contained at the end of this MD&A for a discussion of such
risks and uncertainties and the material factors and assumptions related to
the forward-looking information.

This report discusses the financial and operating results of the Greater Toronto
Airports Authority (“GTAA”) for the quarter ended September 30, 2009 and
should be read in conjunction with the Financial Statements of the GTAA for the
same period. In addition, the reader is directed to the Consolidated Financial
Statements and MD&A for the year ended December 31, 2008 and the Annual
Information Form for the year ended December 31, 2008. These documents
provide additional information on certain matters which may or may not be
discussed in this report. Additional information relating to the GTAA, including
the Annual Information Form, the Financial Statements and the MD&A referred
to above, is available on SEDAR at www.sedar.com. The GTAA'’s Financial
Statements and MD&A are also available on its website at www.gtaa.com.

Corporate Profile

The GTAA was incorporated in March 1993 as a corporation without share
capital, and recognized as a Canadian Airport Authority by the federal
government in November 1994. The GTAA is authorized to operate airports
within the south-central Ontario region, including the Greater Toronto Area, on a
commercial basis, to set fees for their use and to develop and improve the
facilities. In accordance with this mandate, the GTAA currently manages and
operates Toronto Pearson International Airport (the “Airport” or “Toronto
Pearson™).

Page 1 of 23



The responsibilities of the GTAA for the operation, management and
development of Toronto Pearson are set out in the ground lease with the federal
government which was executed in December 1996 (the “Ground Lease”). The
Ground Lease has a term of 60 years, with one renewal term of 20 years. The
GTAA'’s priorities are to operate a safe, secure and efficient Airport and to ensure
that the facilities provide the necessary services, amenities, and capacity for
current and future air travel requirements for the region.

Recent Events

Certain events transpired subsequent to the end of the third quarter of 2009
which had an impact on the GTAA’s operations or financial results or which may
impact future results.

On October 1, 2009 the GTAA announced new aeronautical fees. Effective
January 1, 2010 both landing fees and general terminal charges will be reduced
by 10% from 2009 levels.

On October 7, 2009 the GTAA issued $300 million, 10-year Medium Term Notes
(“MTNSs”). The issue is a re-opening of the Series 2009-1 MTNs originally issued
on May 20, 2009. The Notes carry a fixed rate coupon of 5.96% and mature on
November 20, 2019. The yield on the new issue was 4.672%. Proceeds of the
offering will be used to fund capital expenditures, debt repayments and to fund
required reserve funds.

On November 6, 2009 the GTAA successfully negotiated an extension to its $550
million syndicated bank credit facility. The credit facility, which previously had
a maturity date of November 22, 2010, will now mature on November 22, 2012.

Operating Activity

During the first nine months of 2009, 23.3 million passengers were processed
through the Airport, as compared to 25.0 million for the same period in 2008,
representing a decrease of 6.9%. As has been the trend for several years, the
strongest passenger segment continues to be the international sector where there
was a decrease in passenger traffic of 2.9% in the first three quarters of 2009
when compared to 2008. The domestic and transborder sectors experienced
declines of 8.0% and 9.6%, respectively, during the same comparable periods. In
the three-month period ended September 30, 2009 passenger traffic decreased
5.1% when compared to the same period in 2008. During this quarter domestic
passenger traffic decreased by 5.8%, transborder traffic decreased by 5.9% and
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international traffic decreased by 3.3% respectively when compared to the same
quarter in 2008. The following table summarizes passenger activity by sector for
the three- and nine-month periods ended September 30, 2009 and 2008.

Three Months Nine Months
(in thousands) 2009 2008 % change 2009 2008 % change
Domestic 3,737 3,966  (5.8%) 9,747 10,652 (8.5%)
Transborder 2,042 2,171  (5.9%) 6,101 6,745 (9.5%)
International 2,662 2,754  (3.3%) 7,435 7,613  (2.3%)
Total 8,441 8,891  (5.1%) 23,283 25,010 (6.9%)

For all of 2009, the GTAA expects total passenger traffic to decrease by 6.5%
when compared to 2008. In 2008 passenger traffic was growing throughout the
first half of the year and only began to decline in the third quarter. This decline
accelerated in the fourth quarter of 2008 and has continued in 2009. As a result
of this trending, the year-over-year change in passenger traffic has begun to
moderate in the second half of 2009, despite continued declines in activity.

Flight activity is measured by aircraft movements. The type and size of aircraft
using the Airport determines the total maximum take-off weight (“MTOW”’) and
the total number of seats. These measures are used to calculate airline charges
for each flight. Total movements in the first nine months of 2009 decreased by
5.9%, from 328,961 movements in the first nine months of 2008 to 309,425
movements in the first nine months of 2009. In the third quarter of 2009, total
movements decreased from 114,051 to 106,851, or 6.3%, as compared to the same
2008 period.

For the nine months ended September 30, 2009, MTOW was 9.8 million tonnes as
compared to 10.5 million tonnes for the same period in 2008, a decrease of 6.5%.
For the three months ended September 30, MTOW was 3.5 million tonnes and 3.7
million tonnes for the respective 2009 and 2008 periods, a 6.2% reduction.

In the first three quarters of 2009, 15.2 million arrived seats were recorded as
compared to 16.2 million in the same period in 2008, a 5.7% decrease. In the
third quarter of 2009, arrived seats were 6.3% lower than in the same period in
2008 with 5.3 million seats recorded in the 2009 period compared to 5.7 million in
2008.

The decline in Airport activity can be attributed to the worldwide economic
decline which began in 2008. On February 13, 2009, the GTAA announced a
comprehensive four-point plan to mitigate the effects of this decline in Airport

activity. The plan includes cost reduction measures, the postponement of certain
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capital projects, an increase to the Airport Improvement Fee (“AlF”) and the
implementation of an air service rebate program that offers rebates on landing
fees to air carriers who introduce new routes to the Airport or increase their
aircraft capacity on existing routes serving the Airport. The landing fee rebate
allows for a 50% and a 25% reduction in landing fees in the first and second
years, respectively, for certain new air service at the Airport.

During the past several years airlines have been adjusting their fleet mixes and
flight schedules in order to improve their financial performance, resulting in
airline load factors, or the ratio of passengers to seats, increasing. Reduced air
travel demand as a result of the slowing economy has caused many airlines to
reduce capacity through reduced schedules and changes in aircraft type utilized
on certain routes. This is expected to help maintain airline load factors despite
the slowing in demand but will have a negative effect on MTOW and arrived
seats. It is expected that air carriers will continue to engage in these capacity
management techniques for the foreseeable future.

The GTAA expects 2010 passenger traffic at Toronto Pearson to grow by 0.5%
when compared to 20009.

The GTAA reviews and updates measures of Airport operating activity on an
ongoing basis. Changes to these measures, although generally not material, do
occur. For the most current operating activity statistics, please consult
GTAA.com.

RESULTS OF OPERATIONS
Rate Setting

In reviewing the financial results, it is important to note that the GTAA is a non-
share capital corporation. Accordingly, the GTAA’s financial model is based on
the premise that all funds, whether generated through revenue or debt, will be
used for Airport operations, ancillary aviation-related activities, construction,
repairs and maintenance, debt payments, reserve funds, and other activities
within the GTAA’s mandate.

The objective of the GTAA’s annual aeronautical rate setting approach is to break
even on a modified cash basis after including projected operating costs and
reserve and debt requirements as set out in the Master Trust Indenture
governing the GTAA'’s indebtedness. To calculate the rates and charges for a
given year, projections are developed for measures of Airport operating activity
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such as passengers, MTOW and arrived seats, non-aeronautical revenue and
operating costs. Operating costs used in the rate setting calculation include those
reflected on the financial statements of the GTAA with the exception of certain
non-cash items such as amortization of property and equipment. Capital costs,
including interest for projects under construction, are funded through debt and
are not included in the calculation of the aeronautical rates and charges.
However, a notional amortization of debt, based on a 30-year amortization
period, which is not included in the operating results, is included in the rate
setting calculation. This amortization of outstanding debt is reserved and used
for future debt repayments.

The GTAA implemented new rates for landing fees and general terminal charges
commencing January 1, 2009 which were $0.15 per 1,000 tonnes of MTOW, or
4%, and $0.05 per arrived seat, or .6%, lower than the respective 2008 rates. Also
effective January 1, 2009, the GTAA implemented a program, which sets the
landing fee for all-cargo flights 25% below the landing fee for passenger flights.
Additionally, the GTAA has established a landing fee rebate program for air
carriers that offer net new services at Toronto Pearson. Both the new cargo
pricing and the landing fee rebate programs have generated significant interest
from air carriers and have contributed to the generation of new activity at the
Airport.

Commencing January 1, 2010 the landing fee will be reduced by $3.39 per tonne
or 10.0% when compared to the 2009 landing fee. Also effective January 1, 2010
the general terminal charge will be reduced by 10.2% or $.76 per seat for
domestic arrivals and $.95 per seat for non-domestic arrivals when compared to
the 2009 level.

The GTAA'’s continuing commitment to increase non-aeronautical revenues and
manage operating expenses is reflected in the reductions in aeronautical rates
and charges which began in 2008 and continue into 2010.

Revenues

Revenues are derived from aeronautical charges (landing fees and general
terminal charges), AIF, and non-aeronautical sources such as car parking and
ground transportation, concessions, rentals, electricity sales and other revenues
from the GTAA’s Cogeneration Plant and other sources. The primary drivers for
aeronautical revenue are aircraft movements, since landing fees are based on the
MTOW and general terminal charges are based on the number of seats of an
arriving aircraft. The AIF is charged per passenger and a significant portion of
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non-aeronautical revenues is highly correlated to passenger activity. The
following table summarizes the revenue for the three- and nine-month periods
ended September 30, 2009 and 2008.

Three Months Nine Months

(in thousands) 2009 2008 2009 2008

Landing fees $112,136  $122,632  $318,504 $344,624
General terminal charges 45,274 49,358 130,668 139,491
AlF, net 75,536 68,891 193,418 195,325
Car parking & ground transportation 29,750 32,697 87,611 96,297
Concessions & rentals 31,748 34,856 98,271 102,726
Other 2,581 7,039 14,121 17,965

$297,025 $315,473 $842,593 $896,428

For the first nine months of 2009, aeronautical revenue totaled $449.2 million,
down $34.9 million from the same period in 2008. For the three months ended
September 30, 2009, aeronautical revenues decreased by $14.6 million compared
to the same period in 2008. These decreases reflect both the decrease in activity
and the lower aeronautical rates in the 2009 periods.

AIlF revenue earned, net of the commission paid to the air carriers, for the nine
months ended September 30, 2009 was $193.4 million as compared to $195.3
million for the same period in 2008. AIF revenue earned during the third quarter
of 2009 was $75.5 million as compared to $68.9 million for the comparable 2008
period. The GTAA increased the AIF for originating passengers from $20 to $25
effective June 1, 2009. The AIF for connecting passengers remained unchanged
at $8. The effect of this increase is muted in the first nine months of the year due
to the timing of its introduction. However, the increase did partially offset the
decrease in AIF revenue caused by the year-over-year decline in passenger
activity. As set out in the AIF agreements with each of the air carriers, the GTAA
has committed to using primarily all of the AIF revenue for capital programs,
including the associated debt service (interest and principal). Capital
expenditures paid for by AIF revenue may not necessarily occur in the same
period as the AIF revenue is received. Any AIF revenue collected and not
utilized in a given period is set aside in the AIF Reserve Fund for future capital
or debt service payments.

The decrease in revenue from car parking and ground transportation from $96.3
million to $87.6 million for the nine months ended September 30, 2008 and 20009,
respectively, reflects the decrease in passenger volumes. For the third quarter of
2009, car parking and ground transportation revenue totaled $29.8 million
compared to $32.7 million for the same period in 2008. Concession and rental
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revenues decreased from $102.7 million to $98.3 million for the nine months
ended September 30, 2008 and 2009, respectively, primarily as a result of
decreased passenger activity and the expiry of a tenant improvement recovery
provision included in a certain lease. For the three month period ended
September 30, concession and rental revenue decreased from $34.9 million to
$31.7 million for the 2008 and 2009 periods, respectively, with the decline
attributable to the reasons discussed above.

Other revenues, which are primarily composed of revenues from the
Cogeneration Plant, consulting services and natural gas sales totaled $14.1
million in the first three quarters of 2009 as compared to $18.0 million in the
comparable period in 2008 due to fluctuations in the price of natural gas and
electricity and hence Cogeneration Plant operations. For the three month period
ended September 30, 2009 and 2008, other revenues totaled $2.6 million and $7.0
million respectively.

Operating Expenses

Operating expenses include the costs to operate and maintain the Airport,
interest and financing costs, and amortization of property and equipment. The
following table summarizes the total operating expenses for the three- and nine-
month periods ended September 30, 2009 and 2008.

Three Months Nine Months
(in thousands) 2009 2008 2009 2008
Ground rent $ 35,154 $35,515 $105,462 $106,545
Goods and services 46,021 63,282 160,469 206,526
Salaries, wages and benefits 28,570 25,332 83,414 80,078
Real property taxes and PILT 6,260 5,964 18,781 17,893

116,005 130,093 368,126 411,042

Interest and financing costs 101,025 107,772 301,890 322,846
Amortization of property and equipment 50,292 52,522 151,270 157,058

$267,322  $290,387 $821,286  $890,946

Ground rent payments are calculated according to the Ground Lease. Pursuant
to the Ground Lease amendment entered into on February 11, 2008, ground rent
payments for 2008 and 2009 are fixed at $141.5 million and $138.7 million,
respectively. Thereafter, ground rent payable will be calculated as a percentage
of the GTAA’s revenues as defined under the Ground Lease. Under Canadian
generally accepted accounting principles, the ground rent expense for each of
2008 and 2009 is recorded as the average of the fixed payments for the two years.
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As a result, ground rent expense in the first nine months of 2009 is essentially
unchanged from the same 2008 period: $105.5 million and $106.5 million
respectively. For the three months ended September 30, ground rent expense
was $35.2 million and $35.5 million for the 2009 and 2008 periods, respectively.
In all quarters actual ground rent payments made to the federal government
include a $1.0 million payment of ground rent that had been deferred by the
federal government in the 2003 to 2005 period. This payment is not recorded as
an expense in the statement of operations as it has been recorded in a previous
period.

Expenditures for goods and services were $160.5 million for the nine months
ended September 30, 2009 as compared to $206.5 million for the same period in
2008. The decrease in goods and services expenses between these periods is
attributable to reduced building and equipment maintenance expense as service
levels and contract terms have been adjusted, reduced natural gas expense due to
lower utilization of the Cogeneration Plant, a gain in the value of a derivatives
contract with the Ontario Power Authority and a reduction in contracted services
due to the restructuring of the wheelchair and surrey service provided to
passengers with mobility impairments. In addition, there were fewer severe
winter weather events in 2009 as compared the first nine months of 2008. For
the three-month period ended September 30, 2009, goods and services expense
was $46.0 million as compared to $63.3 million for the same period in 2008. The
reduction in goods and services in the third quarter of 2009 when compared to
the same period in 2008 are due to the same savings described above, other than
the effect of winter weather costs.

Salaries, wages and benefits increased by $3.3 million in the nine-month period
ended September 30, 2009 compared to the same period in 2008. The increase is
largely due to incremental pay increases for unionized employees as well as a
provision for expenses associated with an early retirement program offered to
certain employees. For the three-month period ended September 30, 2009 the
increase in salaries, wages and benefits of $3.2 million when compared to the
same period in 2008 was caused by the same factors discussed above.

The GTAA has an exemption from the payment of real property taxes under the
Assessment Act (Ontario), and instead pays payments-in-lieu of taxes (“PILT”) to
each of the Cities of Toronto and Mississauga as prescribed by an Ontario
regulation. The PILT amount is based on passenger volumes in a prior year and
therefore the increase of $0.9 million for the nine months ended September 30,
2009 over the same 2008 period reflects the increased annual passenger volumes
in the underlying year (2006 as compared to 2005) used in the calculation. The
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year-over-year increase in PILT for the third quarter of 2009 was $0.3 million.
The increase in passenger activity from 2006 to 2008 will be reflected in higher
PILT payments in future years while the recent traffic downturn will eventually
result in lower PILT payments.

Interest and financing costs were $301.9 million for the nine months ended
September 30, 2009, as compared to $322.8 million for the same period in 2008 as
lower interest incurred due to lower financing rates was offset by reduced
interest income earned on reserve funds required for the debt program under the
Trust Indenture. Interest and financing costs have benefited from fair value
increases of $4.1 million in ABCP valuation for the nine months ended
September 30, 2009 as compared to a fair value provision of $23.6 million in the
same 2008 period. For the three-month period ended September 30, interest and
financing costs were $101.0 million and $107.8 million in 2009 and 2008
respectively.

Amortization of property and equipment decreased from $157.1 million to $151.3
million for the first three quarters of 2008 and 2009, respectively. The GTAA uses
the declining balance method to calculate depreciation on its most significant
assets and absent any additions to the depreciable asset base, amortization of
property and equipment will decrease on a year-over-year basis. For the three-
month period ended September 30, 2009, amortization of property and
equipment was $50.3 million compared to $52.5 million in the same 2008 period.

Net Operating Results
The revenues and expenses discussed in the previous sections generated the

following net operating results for the three- and nine-month periods ended
September 30, 2009 and 2008.

Three Months Nine Months

(in thousands) 2009 2008 2009 2008

Revenues $297,025 $315,473  $842,593 $896,428
Operating expenses 116,005 130,093 368,126 411,042
Revenue over operating expenses 181,020 185,380 474,467 485,386
Interest and financing costs 101,025 107,772 301,890 322,846
Amortization of property and equipment 50,292 52,522 151,270 157,058
Revenues over expenses $29,703 & 25,086 $21,307 $ 5,482

The components of revenues, operating expenses, interest and financing costs
and amortization of property and equipment in the respective periods were
discussed previously. Revenues over operating expenses, before interest and
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financing costs and amortization of property and equipment decreased to $474.5
million in the nine months ended September 30, 2009, from $485.4 million for the
same period in 2008. For the three-month period ended September 30, 2009,
revenues over operating expenses, before interest and financing costs and
amortization of property and equipment decreased $4.4 million compared to the
same 2008 period.

For the nine-month period ended September 30, 2009 total revenues were $21.3
million greater than total expenses. This compares to revenues over expenses of
$5.5 million in the same 2008 period. Airport activity exhibits certain seasonality
with the busier summer travel period typically resulting in higher revenues than
the winter months. Also, expenses associated with winter operations such as
snow removal and heating typically result in higher operating expenses during
the winter. For the three-month period ended September 30, 2009, total revenues
were $29.7 million greater than total expenses. For the same period in 2008, total
revenues were $25.1 million greater than total expenses.

SUMMARY OF QUARTERLY RESULTS

Selected unaudited quarterly financial information for the quarters ended
December 31, 2007 through September 30, 2009 is set out in the following table.

(in millions) 2009 2008 2007
Quarter ended Sept June Mar Dec Sept June Mar Dec

Revenues $297 $273 $272 $274 $315 $292 $288 $282
Operating expenses 116 119 133 141 130 130 151 @ 147

Revenues over expensest 181 155 139 133 185 162 137 135

Interest and financing 101 98 102 130 108 103 112 119
costs
Amortization 50 51 50 54 52 52 52 57

Revenues over (under) $30 $ 5 $(13) $(B1) $25 $7  $(27) $(41)
expenses

Notes: 1Revenues over expenses before interest and financing costs and amortization of property
and equipment

The GTAA'’s quarterly results are influenced by passenger activity and aircraft
movements which vary with travel demand associated with holiday periods and
other seasonal factors. In addition, factors such as weather and economic
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conditions may affect operating activity, revenues and expenses. Changes in
operating facilities at the Airport may impact operating costs in many ways
which may result in quarterly results not being directly comparable. Due to
these factors the historic quarterly results cannot be relied upon to determine
future trends.

CAPITAL PROJECTS

After the GTAA assumed responsibility for the Airport, it initiated an extensive
redevelopment program to improve and redevelop the facilities to meet current
and future demand. The Airport Development Program (“ADP”) included the
construction of terminal facilities, roadways, cargo facilities, airside
improvements such as runways and taxiways, ancillary services and utilities
infrastructure. The total cost of the ADP, which was completed on time and on
budget, was $4.4 billion.

Continued long-term growth in passenger demand will necessitate further
expansion of Terminal 1. In order to facilitate this, the GTAA has developed a
work plan, entitled the Post ADP Program, which includes the demolition of
Terminal 2 and the Terminal 2 parking garage; apron construction in the area
that Terminal 2 once occupied; replacing the Terminal 2 parking capacity and
increasing the overall parking capacity at the Airport with the construction of a
new parking facility in Area 6B on the east side of Airport Road; replacement of
certain utilities infrastructure; and the preliminary design of Pier G at Terminal 1.
The majority of this work is expected to be complete in 2009 with the exception
of the preliminary design of Pier G and the demolition of the Terminal 2 parking
garage which have been deferred until future requirements warrant this work.
The Post ADP Program has an authorized budget of $439.7 million of which
$262.3 million has been expended. Timing of the final design and construction of
Pier G and other future Airport expansion is still under review, and will be
dependent on demand.

During the third quarter of 2009, the principal work carried out under the Post
ADP Program was the ongoing construction of the Area 6B parking facility,
which is expected to be completed by the end of 2009.

In addition, the GTAA has undertaken a program to expand and redevelop
certain areas in Terminal 3, including the baggage handling systems and
passenger processing areas as well as other improvements. Work is ongoing in
the west end of the terminal where expansions to the passenger waiting areas,
baggage system and security areas are underway. The budget for this program
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is $348.2 million. The program is 98% complete and scheduled to be finished
before the end of 2009.

In 2008 the GTAA approved another capital program to improve Terminal 3.
This $85.0 million project will see improvements to the food and beverage and
other retail offerings in the terminal and changes to passenger processing and
security areas designed to improve passenger connections and other passenger
flows through the terminal. There were no material expenditures on this
program in the third quarter of 2009. The majority of work under this program
has been deferred and it is not expected to be completed until 2015.

Other capital projects were undertaken during the quarter to upgrade, refurbish
or replace existing facilities. During the third quarter of 2009, a total of $10.7
million was expended, primarily on taxiway restoration and the development of
rental space.

The GTAA has historically funded, and expects to continue to fund, capital
projects primarily through borrowing in the debt capital markets.

ASSETS AND LIABILITIES

Total assets and liabilities as at September 30, 2009 as compared to December 31,
2008 are set out below.

(in millions) September 30, 2009 December 31, 2008
Total Assets $7,378.3 $7,302.0
Total Liabilities $7,756.0 $7,700.9

At September 30, 2009 total assets were $7.38 billion as compared to $7.30 billion
at December 31, 2008. Changes in assets in the third quarter of 2009 include an
increase in cash and cash equivalents of $78.6 million due to improved operating
results and a portion of the proceeds of the Series 2009-1 MTNSs being held for
future capital development and refinancing purposes. In addition, reserves and
other funds (net of other investments which were reclassified due to the
restructuring of the ABCP held by the GTAA) increased by $60.8 million due to
regular deposits into the notional principal reserve fund. Offsetting these
increases was a decrease in property and equipment due to regular amortization
of these assets.

Total liabilities at September 30, 2009 were $7.76 billion as compared to $7.70
billion at December 31, 2008. Changes in liabilities were primarily due to the
issue of the $300 million of Series 2009-1 MTNs, offset by the maturity of the $250
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million Series 2004-2 MTNSs. The Series 2007-2 and Series 2000-2 MTNs were
reclassified from long-term to current liabilities as they mature in May and July,
2010.

The net deficiency reported on the balance sheet is a combination of the reserve
funds which have been funded through operating revenue and cumulative
revenues under or over expenses. Annually, revenues after operating expenses
and interest and financing costs have not been sufficient to cover amortization of
property and equipment for several years. As a result the GTAA has recorded
revenues under expenses. This has resulted in a cumulative deficit position of
$377.7 million as at September 30, 2009. Debt service included in the aeronautical
charges includes a notional principal amount based on a 30-year amortization
which is lower in the early years of the debt and increases over time, similar to
the principal payments of a mortgage. This notional principal amount is set
aside in a reserve fund and it is the GTAA’s intention to use these funds for
future debt repayment. The amortization of the GTAA’s most significant assets
is reported on a declining balance basis, which is higher in the early years of the
asset life and decreases over time. This differential contributes to the GTAA’s
current deficit position. It is anticipated that when the principal component
included in the landing fee increases to a level where it is equal to or exceeds the
reducing amount of amortization of property and equipment, revenues will
exceed all expenses including amortization of property and equipment,
providing the potential for improvement to the net asset position.

LIQUIDITY AND CAPITAL RESOURCES

The GTAA is a non-share corporation and accordingly is funded through
aeronautical and non-aeronautical revenues, AIF revenue, reserve funds, the
debt capital markets and its syndicated bank credit facility. As noted previously,
aeronautical charges are set each year to cover the projected operating costs,
including debt service and reserve requirements, after consideration of the
projected air traffic and passenger activity and non-aeronautical revenues.
Consistent with its residual approach, any funds generated by the GTAA are
used to cover costs within its mandate.

On February 4, 2009, the GTAA repaid the $250 million Series 2004-2 MTNs
using a combination of cash and reserve funds.

On May 20, 2009, the GTAA issued $300 million of Series 2009-1 MTNs with a
term of ten years and a coupon of 5.96%. Proceeds of the offering have been
used to fund capital expenditures and debt repayments and to fund required
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reserve funds. Proceeds not expended as at September 30, 2009 will be used for
future capital expenditures and debt repayments.

On October 7, 2009 the GTAA re-opened the Series 2009-1 MTNs, issuing an
additional $300 million of the notes which generated proceeds of $329.7 million.
Proceeds of the offering will be used to fund capital expenditures and debt
repayments and to fund required reserve funds.

The GTAA has a $500 million credit facility and a $50 million facility for interest
rate and foreign exchange hedging activities, both with the same banking
syndicate. These facilities mature on November 22, 2012 and can be extended
annually for one additional year with the lenders’ consent. The banking facility
is used to fund capital or operating expenses, as required, and provides
flexibility on the timing for accessing the capital markets in the future. This
facility ranks pari passu with all other debt of the GTAA. As at September 30,
2009, the GTAA had no funds drawn under the credit facility with the exception
of a $2.3 million letter of credit.

Total reserve funds as at September 30 2009, were $986.0 million, as compared to
$898.1 million at December 31, 2008. All of the reserve funds are cash funded
and invested and depending on the nature of the fund, are held by the Trustee
for specific purposes as required under the Trust Indenture, or held by the
GTAA in accordance with its own policies.

At September 30, 2009, the GTAA had a working capital deficiency of $900.9
million. As of that date the GTAA had available $986.0 million in reserves which
are classified as long-term assets and $497.7 million of credit available under its
credit facility. The October 7, 2009 debt issue raised net proceeds of $329.7 which
are intended to be used to repay debt maturing in 2010 which has been
reclassified as a current liability on the September 30, 2009 balance sheet. The
GTAA believes that the reserve balances, available credit and cash balances
provide sufficient liquidity to mitigate any potential impact of the reported
working capital deficiency.

The objective of the GTAA’s investment and cash management strategy is to
ensure that the cash requirements for operations, capital programs and other
demands are met, and to maximize the flexibility in accessing capital markets as
may be required. The GTAA monitors its cash flow requirements accordingly.
Given it current cash balance, the current available credit facility, reserves and
projected operating revenues and costs, the GTAA does not anticipate any
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funding shortfalls during 2009. However, there may be events outside of the
control of the GTAA that could negatively impact its liquidity.

Asset Backed Commercial Paper

On January 21, 2009, the restructuring of the ABCP held by the GTAA was
implemented. This ABCP had been “frozen” since July 2007 as the Pan-Canadian
Investors Committee for Third-Party Asset Backed Commercial Paper (the
“Committee”) negotiated a restructuring of these notes. The face value of the
GTAA's original investment in the ABCP was $182.2 million.

Under the restructuring the GTAA received $180.9 million of restructured notes
as follows:

$61.7 million Master Asset Vehicle (“MAV”) Il Class A-1 Notes, rated
“A” by DBRS with an expected term to maturity of approximately 8
years

$59.1 million MAV Il Class A-2 Notes, rated “A” by DBRS with an
expected term to maturity of approximately eight years

$10.7 million MAV 1l Class B Notes, which are unrated and have an
expected term to maturity of approximately eight years

$4.1 million MAV 1l Class C Notes, which are unrated and have an
expected term to maturity of approximately eight years

$2.1 million Traditional Asset (“TA”) Tracking Notes in one class which
are unrated and have an expected term to maturity of approximately five
years

$43.2 million Ineligible Asset (“IA”) Tracking Notes in eight classes
which are unrated and have expected terms to maturity from five to 22
years.

The notes received have the following characteristics:

MAYV Notes, issued in four classes (A-1, A-2, B and C), are long-term
floating rate notes backed by a combination of leveraged collateralized
debt, synthetic assets and traditional securitized assets.

TA Tracking Notes are long-term floating rate notes backed by traditional
securitized assets; and

IA Tracking Notes are long-term floating rate notes backed by traditional
securitized assets with exposure to the U.S. sub-prime mortgage market.
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On April 23, 2009, the $2.1 million TA Tracking Notes were redeemed. The
GTAA received $2.1 million in proceeds from the redemption. The TA Tracking
Notes had a face value of $2.1 million and an estimated fair value of $1.6 million
at the time of redemption.

On May 20, 2009, the Class 2 IA Tracking Notes were cancelled with the GTAA
receiving no consideration or proceeds. The Class 2 IA Tracking Notes had a
face value of $10.2 million and an estimated fair value of $1.1 million at the time
of cancellation.

On August 11, 2009, DBRS downgraded the rating on the MAYV Il Class A-2 notes
to “BBB”. This rating is under review with negative implications.

As a result of the above noted redemption and cancellation of the TA and IA
Tracking Notes, the GTAA now holds restructured ABCP with a face value of
$168.5 million.

The MAV Il Class A-1 and A-2 Notes and the TA and IA Tracking Notes pay
interest on a quarterly basis at variable interest rates. The MAV Il Class B and C
Notes have not paid, and are not expected to pay, current interest, instead
interest will accrue and to the extent possible be paid after the Class A-1 and A-2
Notes are repaid.

The GTAA estimated the fair value of its restructured ABCP holdings as at
September 30, 2009 to be $86.6 million, approximately 51% of the $168.5 million
face value.

The valuation technique used by the GTAA to estimate the fair value of its
investment in restructured ABCP at September 30, 2009, incorporates discounted
cash flows derived considering the best available public information regarding
market conditions and other factors that a market participant would consider for
such investments. The assumptions used in determining the estimated fair value
reflect the details included in the information statements issued by the
Committee, the asset manager, the monitor for the restructuring and other public
information and the risks associated with each of the long-term floating rate
notes.
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Assumptions regarding the interest rates and maturities of the various long-term
floating rate notes, discount rates and credit losses used in estimating the fair
value include:

Class A-1 | Class A-2 Class B Class C IA Notes
Interest rate 0.00% 0.00% 0.00% 0.00% 0.81%
Discount rate® 6.46% 9.34% 45% 10% 10.09%
Approximate term 8 years 8 years 8 years 8 years | 5 to 22 years

(1) For Class B and C Notes the indicated rate is the fair value as a per cent of face value and
not the discount rate. For IA Notes the discount rate is applied after the credit provision.

The interest rate represents the current interest rate environment where short-
term money market instruments pay a very low rate of interest.

Two benchmarks were utilized to determine the discount rates used in
estimating the fair value of the Class A-1 as at September 30, 2009. One method
used bankers’ acceptance rates plus expected spreads for “A” rated financial
institution debt with similar maturities. This benchmark was allocated a
weighting of 25% in determining the discount rate. The second benchmark,
weighted 75%, used to determine the appropriate discount rate, utilized the
spread or premium paid on the CDX.NA.IG five-year index to determine the
appropriate spread over seven year government bond rates. The CDX index was
chosen in addition to the financial institution spread as it is an alternate indicator
of investment grade credit market conditions and provides a second measure of
investor sentiment in what continue to be uncertain markets. While the
restructured notes are subject to credit enhancements such as restructured and
remote margin call provisions, a margin call moratorium, cross-collateralization
and a dedicated margin funding facility which support an investment grade
credit rating, an additional 200 basis points was added to the benchmark
discount rate of the Class A-1 Notes to further reflect the uncertainties
surrounding these specific instruments. The discount rate used to estimate the
fair value of MAV Il Class A-2 Notes was derived using the Markit CDX North
America Crossover Index which is comprised of “BBB” and “BB” rated securities,
reflecting the rating on the MAV Il Class A-2 Notes. An additional 200 basis
points was added to the benchmark discount rate of the Class A-2 Notes to
further reflect the uncertainties surrounding these specific instruments.

The Class B and C Notes were valued on an equity basis at 45% and 10% of face

value, respectively, indicative of their subordination as to payment of both
principal and interest under the restructuring.
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The IA Tracking Notes were valued using a discount rate equivalent to the
current market yield on ten-year “B” rated bonds, reflecting the reduced credit
guality of these securities due to their exposure to the U.S. sub-prime mortgage
market.

An increase of 1% in the weighted average discount rate would reduce the
estimated fair value of the GTAA’s investment in the restructured ABCP by
approximately $5.6 million.

The probability weighted discounted cash flows resulted in an estimated fair
value of the GTAA’s ABCP of $86.6 million as at September 30, 2009. This
represents an increase of $3.4 million when compared to the June 30, 2009
estimated fair value. The increase in value can be primarily attributed to the use
of lower discount rates in the valuation model, reflecting improved credit market
conditions over the period.

Continuing uncertainties regarding the value of the assets which underlie the
restructured notes and the amount and timing of cash flows could give rise to
further material change in the fair value of the GTAA’s investment in the
restructured ABCP.

The GTAA has sufficient cash and other sources of liquidity available to meet its
reserve requirements, and to fund its operating, capital and financing
obligations, and does not expect that its operations will be materially affected by
the current uncertainty over the carrying value of its restructured ABCP
investments.

SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES

The accounting policies of the GTAA are set out in Notes 4 and 5 of the Financial
Statements and Notes as of December 31, 2008 and 2007. There were no changes
to accounting policies of the GTAA in the first nine months of 2009.

The Accounting Standards Board (“AcSB”) has set the transition date for
financial reporting under International Financial Reporting Standards (“IFRS”) to
be January 1, 2011. The transition will require the restatement, for comparative
purposes, of amounts reported by the GTAA for its year ended December 31,
2010, and of the opening balance sheet as at January 1, 2010. The GTAA intends
to adopt IFRS effective January 1, 2011.
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The GTAA has prepared a formal conversion plan to implement IFRS which
consists of three phases: scoping and diagnostic, analysis and development, and
implementation and review.

During the third quarter of 2009, the GTAA continued to work through Phase
Two of its IFRS conversion plan which consists of detailed analysis and
development of the financial impacts of various options and alternative
methodologies provided for under IFRS; identification and design of operational
and financial business processes; and development of required solutions to
address identified issues. During the quarter, the GTAA has also commenced
Phase Three of its IFRS conversion plan for the following significant areas:
property and equipment and borrowing costs.

Through this process the GTAA continues to assess the financial reporting
impacts of the adoption of IFRS. At this time, the impact on future financial
position and results of operations cannot be reasonably determined or estimated.

INTERNAL CONTROLS AND PROCEDURES

GTAA management is responsible for establishing and maintaining disclosure
controls and procedures to ensure that information required to be disclosed to
satisfy the GTAA’s continuous disclosure obligations is recorded, processed,
summarized and reported as required by applicable Canadian securities
legislation. Management has carried out an evaluation of the effectiveness as of
September 30, 2009 of the design and operation of the disclosure controls and
procedures, as defined in National Instrument 52-109, Certification of Disclosure in
Issuers’ Annual and Interim Filings, under the supervision of, and with the
participation of, the President and Chief Executive Officer (“CEQO”), and the Vice
President and Chief Financial Officer (“CFO”). Based on this evaluation, the
CEO and CFO concluded that the disclosure controls and procedures are
effective in recording, processing, summarizing and reporting, on a timely basis,
information required to be disclosed by the GTAA to satisfy its continuous
disclosure obligations and are effective in ensuring that information required to
be disclosed in the reports that the GTAA files is accumulated and
communicated to management as appropriate to allow timely decisions
regarding required disclosure. The Board of Directors has reviewed and
approved the GTAA’s Policy Regarding Corporate Disclosure Controls and
Procedures. Management has determined that as at September 30, 2009, the
design and operation of the disclosure controls and procedures continues to be
effective.
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GTAA management is responsible for designing and implementing internal
controls over financial reporting to provide reasonable assurance regarding the
reliability of the Corporation’s reporting and the preparation of financial
statements for external purposes in accordance with Canadian generally
accepted accounting principles. While no material weaknesses with respect to
internal controls over financial reporting were identified during the assessment,
such assessment may not detect all weaknesses nor prevent or detect all
misstatements because of inherent limitations. Additionally, projections of any
assessment of effectiveness to future periods are subject to the risk that controls
may become inadequate due to changes in conditions or deterioration in the
degree of compliance with the Corporation’s policies and procedures. There
were no changes in the GTAA'’s internal control over financial reporting that
occurred during the quarter ended September 30, 2009 that have materially
affected, or are reasonably likely to materially affect, its internal control over
financial reporting.

RISKS AND UNCERTAINTIES

The GTAA will continue to face certain risks beyond its control which may or
may not have a significant impact on its financial condition.

The risk of sudden and possibly significant impacts or volatility in air travel
demand due to external sources such as economic conditions, geopolitical unrest,
terrorism, government regulation and world health epidemics, continue to exist.
Any of these could impact the GTAA’s financial results. Due to current
economic conditions the GTAA anticipates that declines in passenger demand
and aeronautical activity experienced so far 2009, as compared to 2008, will
continue through the remainder of the year, albeit at a slower rate, and that such
decline will continue to have a negative impact on the GTAA’s revenues.

The financial stability of the aviation industry remains a risk for the GTAA,
particularly with respect to domestic air carriers. To date the GTAA has not
experienced any material losses directly due to foreign air carriers filing for
bankruptcy protection. However, the GTAA has incurred losses due to
Canadian airlines seeking creditor protection or declaring bankruptcy. There is
some risk to aviation activity and revenues from industry changes or exposure to
a dominant air carrier. This risk is increased during periods of economic
uncertainty. However, this risk is mitigated by the fact that approximately 75%
of the passenger activity at the Airport originates or terminates at Toronto
Pearson. Effective June 1, 2009, the GTAA implemented enhanced credit and
collection policies to further mitigate this risk.
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There is always risk when raising funds in the capital markets, including risks
relating to fluctuations in interest rates, and the availability of funds at any point
in time. External factors such as economic conditions, government policies,
catastrophic events and the state of the financial markets can impact the GTAA’S
ability to access the capital markets. While the GTAA debt program has
historically been well received by the capital markets in Canada, any dislocation
in the global capital markets could affect the GTAA’s ability to meet its financing
requirements. The GTAA monitors the overall debt markets and works with its
financial advisors to select the timing, size and term of any debt issue to ensure
continued access to the markets and to maximize opportunities. The GTAA also
monitors its debt maturity profile to minimize refinancing risk in the future.

Localized or global health issues may significantly affect air travel demand in the
south-central Ontario region served by the Airport. The GTAA is monitoring the
effects on air travel of the recent outbreak of influenza A (H1N1) and any impact
on the GTAA'’s financial performance.

Other risks and uncertainties are discussed in the Management’s Discussion and
Analysis and the Annual Information Form for the year ended December 31,
2008.

CONCLUSION

The decline in demand for air transportation that started in the fourth quarter of
2008, while moderating, continued in the third quarter of 2009. This decline was
anticipated and the impact has been mitigated by the four-point plan put into
place in February of this year. The plan includes cost reduction measures, the
postponement of certain capital projects, an increase to the Airport Improvement
Fee and the implementation of an air service rebate program that offers rebates
on landing fees to air carriers who introduce new routes to the Airport or
increase their aircraft capacity on existing routes serving the Airport. The
positive impact of this plan is evident in the 2009 third quarter and year-to-date
results of the GTAA and in the aeronautical rate reductions announced for 2010.

The GTAA believes that the actions taken to mitigate the effects of the current
economic downturn, as well as other initiatives undertaken in pursuit of its
strategic initiatives leave the GTAA and Toronto Pearson well positioned to
capitalize on opportunities as the economy and air travel demand recover in
future years.
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CAUTION REGARDING FORWARD-LOOKING INFORMATION

This MD&A contains certain forward-looking information about the GTAA. This
forward-looking information is based on a variety of assumptions and is subject
to risks and uncertainties. There is significant risk that predictions, forecasts,
conclusions and projections, which constitute forward-looking information, will
not prove to be accurate, that the assumptions may not be correct and that actual
results may vary from the forward-looking information. The GTAA cautions
readers of this MD&A not to place undue reliance on the forward-looking
information as a number of factors could cause actual results, conditions, actions
or events to differ materially from the targets, expectations, estimates or
intentions expressed in the forward-looking information.

Words such as “believe”, “expect”, “plan”, “intend”, “estimate”, “anticipate”
and similar expressions, as well as future or conditional verbs such as “will”,
“should”, “would” and “could” often identify forward-looking information.
Specific forward-looking information in this MD&A includes, among others,
statements regarding: declining passenger demand and aeronautical activity in
2009, including any impact on the GTAA’s financial performance; the
effectiveness of the GTAA’s four-point plan to address declining passenger
traffic, the GTAA’s expectation that passenger activity will grow in 2010 when
compared to 2009; future demand for air travel in the GTA,; budgets and
expenditures relating to capital programs; future capital development at the
Airport; the GTAA’s annual debt capital requirements; the relationship between
the GTAA'’s revenues and reserve funds, and its operating expenses and interest
and financing costs; non-aeronautical revenues; airline load factors and fleet
mixes; the GTAA’s liquidity, including any impact on the GTAA’s working
capital deficiency; the impact of various factors on the GTAA’s quarterly
financial results; the GTAA’s ability to continue to meet the increasing air travel
needs of the south-central Ontario region; the estimated fair value of the GTAA'’s
restructured ABCP holdings; continuing uncertainties regarding the value of the
assets which underlie the restructured ABCP and the amount and timing of cash
flows derived from the restructured ABCP; the possibility of further material
changes in the value of the GTAA’s restructured ABCP holdings; and the effect
of the current uncertainty regarding the GTAA'’s restructured ABCP investments
on its liquidity and operations.

This forward-looking information is based on a variety of material factors and
assumptions including, but not limited to: long-term growth in population,
employment and personal income will provide the basis for long-term increased
aviation demand in the GTA, the Canadian and U.S. economies will perform at
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expected levels in the near term; air carrier capacity will meet demand for air
travel in the GTA,; the growth and sustainability of low fare and other air carriers
will contribute to long-term aviation demand in the GTA,; economic and air
travel industry factors will result in a short-term decline in air travel at the
Airport; domestic, transborder and international travel will exhibit long-term
growth; the commercial aviation industry will not be directly affected by
terrorism; the cost of enhancing aviation security will not overly burden air
carriers or the GTAA,; no significant event will occur which impacts the ordinary
course of business such as a natural disaster or other calamity; and the GTAA
will be able to access the capital markets at competitive terms and rates. These
assumptions are based on information currently available to the GTAA,
including information obtained by the GTAA from third-party experts and
analysts.

Risk factors that could cause actual results to differ materially from the results
expressed or implied by forward-looking information include, among other
things: levels of aviation activity; air carrier instability; aviation liability
insurance; fuel prices; construction risk; geographical unrest; terrorist attacks;
war; health epidemics; labour negotiations; capital market and economic
conditions; changes in laws; adverse regulatory developments or proceedings;
lawsuits; and other risks detailed from time to time in the GTAA’s publicly filed
disclosure documents.

The forward-looking information contained in this MD&A represents the
GTAA'’s expectations as of the date of this report and is subject to change. Except
as required by applicable law, the GTAA disclaims any intention or obligation to
update or revise any forward-looking information included in this MD&A
whether as a result of new information, future events or for any other reason.
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