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Forward-looking Statements

This Management's Discussion and Analysis ("MD&A”) contains certain
Jorward-looking statements. By their nature, forward-looking statements
require us to make assumptions and are subject to inherent risks and
uncertainties. Please refer to the section titled “Caution Regarding
Forward-Looking Statements” 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 statements.

This report discusses the financial and operating results of the Greater Toronto Airports
Authority (“*GTAA”) for the quarter ended September 30, 2006 and should be read in
conjunction with the Consolidated Financial Statements of the GTAA for the same
period. In addition, the reader is directed to the Consolidated Financial Statements and
Management’s Discussion and Analysis for the year ended December 31, 2005 and the
quarters ended March 31 and June 30, 2006, and the Annual Information Form for the
year ended December 31, 2005. 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 Consolidated
Financial Statements and the MD&A referred to above, is available on SEDAR at
www.sedar.com. The GTAA’s Consolidated 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 responsible for the operation, management and development of
Toronto Pearson International Airport (the “Airport” or “Toronto Pearson™) as set out in
its ground lease with the federal government (the “Ground Lease”). The GTAA is
authorized to operate airports within the Greater Toronto Area (“GTA™) on a commercial
basis, to set fees for their use and to develop and improve the airport facilities. The
priorities for the GTAA are to operate a safe and secure airport, and to ensure that the
facilities will provide the necessary services, amenities and capacity for the GTA’s
current and future air travel requirements.

Significant Events

A number of events transpired in the third quarter of 2006 which may affect the GTAA’s
operations or financial results. In addition to the events discussed in this section, certain



construction projects were completed and these are discussed in the section on the
Airport Development Program and Capital Projects.

On July 5, 2006, GTAA President and CEO John Kaldeway announced that he will be
retiring when his current employment contract expires at the end of 2006. The Board of
Directors has initiated a formal search for Mr, Kaldeway’s successor, anticipating that the
new President and CEO will be in place in the first quarter of 2007. Mr. Kaldeway has
agreed to remain until such time as his replacement has been appointed to ensure a
smooth and orderly transition in the management of the GTAA.

On July 13, 2006, those GTAA employees represented by the Public Service Alliance of
Canada ratified a new 4-year collective agreement covering the period from August 1,
2006 to July 31, 2010.

In August, responding to the alleged terrorist threats in the United Kingdom, the
Government of Canada implemented enhanced aviation security measures at Toronto
Pearson and at all airports across Canada. After an initial ban on all liquids, gels and
acrosols in carry-on baggage, modified security measures have now been implemented
allowing for liquids, gels and aerosols but restricting the type and amount that can be
carried by passengers onto the aircraft. During the period of the initial ban, sales at duty
free and some other retail and food and beverage operations at the Airport were severely
affected which also affected the rents paid by the operators of these concessions to the
GTAA. The current security measures allow for the sale of liquids, gels and aerosols,
which can be taken onto the airplane, in the areas of the Airport located after passenger
screening, minimizing the impact on concession sales and rents.

On September 6, 2006 Canlet Airlines announced that effective September 20, 2006 it
would cease all scheduled passenger operations. All amounts owed by Canlet to the
GTAA are expected to be paid in full. CanJet has announced that it will continue to
operate charter flights from the Airport.

On September 27, 2006 the GTAA announced that the Airport Improvement Fee (“AIF”)
charged to passengers originating their journey at Toronto Pearson would increase from
$15.00 to $20.00 effective January 1, 2007. The AIF for connecting passengers will
remain unchanged at $8.00.

Subsequent to the end of the third quarter, on October 24, 2006 the GTAA completed a
debt issue in the amount of $350 million. A portion of the proceeds from the issuance of
these floating rate Medium Term Notes (“MTNs”) was used to fund reserve funds and to
repay existing bank debt. The remainder of the proceeds will be used to fund future
capital expenses.

Operating Activity

During the first nine months of 2006, 23.8 million passengers moved through the Airport,
as compared to 23.1 million for the same period in 2005, representing an increase of



3.2%. In the third quarter of 2006, the increase was 3.7% over the same period in 2005,
The following table summarizes passenger activity for the three- and nine-month periods
ended September 30, 2006 and 2005, by sector.

Three Months Nine Months
(in thousands) 2006 2005 % change 2006 2005 % change
Domestic 3,805 3,690 5.6% 10,261 9,859 4.1%
- Transborder 2,280 2,251 1.3% 6,775 6,722 0.8%
International 2,522 2,443 3.2% 6,749 6,469 4.3%
Total 8,697 8,384 3.7% 23,785 23,050 3.2%

In addition to passenger activity, the measures of operating activity which impact
aeronautical revenue are the total maximum take off weight (“MTOW?”) and the total
number of seats on aircraft arriving at the Airport. Both are determined by the number of
aircraft movements and the type of aircraft. For the nine months ended September 30,
2006, MTOW was 2.7% higher than the same period in 2005 while arriving seats were
1.6% higher than in the same period in 2005. For the three-month period ended
September 30, 2006, MTOW and arrived seats were 2.5% and 3.6% higher, respectively,
when compared to the same period in 2005.

During the past several years airlines have been adjusting their fleet mixes and flight
schedules in order to improve their financial performance. As a result, the growth in
MTOW and arrived seats has not kept pace with the growth in passengers while airline
load factors have steadily increased. With airlines now operating at historically high load
factors, the growth rates of MTOW, arrived seats and passengers are becoming more
closely aligned as reflected in the second and third quarters of 2006.

RESULTS OF OPERATIONS

The GTAA sets its aeronautical rates and charges annually to cover projected operating
costs on a break-even cash basis for each year. To calculate the rates and charges for a
given year, projections are developed for measures of Airport operating activity such as
passengers, MTOW and arrived seats, non-acronautical revenue and operating costs.
This includes debt service (interest and principal) for those assets which are operational,
but does not include non-cash items such as amortization of capital assets. 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. The GTAA
implemented new rates for landing fees and general terminal charges commencing
January 1, 2006.

Revenue
Revenue is received from aeronautical charges (landing fees and general terminal

charges), AIF, and non-aeronautical sources such as car parking and ground
transportation, concessions, rentals and other sources described below. 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 non-aeronautical
revenues are highly correlated to passenger activity. The following chart summarizes the
revenue for the three- and nine-month periods ended September 30, 2006 and 2005.

Three Months Nine Months

(in thousands) 2006 2005 2006 2005

Landing fees $121,918  $110,946  $336,636 $308,778
General terminal charges 47,410 42,119 131,793 119,939
AlF, net 50,969 50,686 138,958 134,816
Car parking & ground transportation 26,801 26,279 75,603 72,395
Concessions & rentals 29,503 28,878 88,262 82,766
Other 14,400 1,571 30,735 5,807

$291,001  $260,479  $802,047 $724,501

For the first nine months of 2006, aeronautical revenue increased by $39.7 million to
$468.4 million from $428.7 million for the same period of 2005. The increase in
aeronautical revenue for the three months ended September 30, 2006 was $16.3 million
compared to the same period in 2005. These increases over the same periods in 2005
reflect the rate increases implemented January 1, 2006 and the increases in activity levels.

AIF revenue earned, net of the commission paid to the air carriers, for the nine months
ended September 30, 2006 was $139.0 million as compared to $134.8 million for the
same period in 2005. Similarly, for the three months ended September 30, 2006, AIF
revenue was $51.0 million as compared to $50.7 million in the same period in 2005.
These increases are the result of continued growth in passenger volumes. 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 increase in revenue from car parking and ground transportation from $72.4 million to
$75.7 million for the nine months ended September 30, 2005 and 2006, respectively,
reflects the increase in passenger volumes. A similar trend is evident for the three-month
periods ended on September 30, 2006 and 2005. Concession and rental revenues
increased from $82.8 million to $88.3 million for the nine months ended September 30,
2005 and 2006 respectively as a result of increased land and building rent under new
leases and rent increases on existing leases as well as improved concession revenues from
some new initiatives together with passenger growth. Strict security measures restricting
the sale of certain items implemented in response to the alleged UK terror plot in August
2006 limited growth in concession revenues, resulting in a small $0.6 million increase in
concession and rental revenues in the third quarter of 2006 as compared to the third
quarter of 2005, These security measures have since been modified so as to greatly



reduce the impact on concession sales and rents while maintaining appropriate levels of
security.

Other revenues increased $24.9 million in the nine months ended September 30, 2006 as
compared to the same period in 2005. The GTAA has entered into a Clean Energy
Supply Contract (“CES”) with the Ontario Power Authority (“OPA”™) whereby the QPA,
under certain conditions, will make contingent support payments to the GTAA. The
CES, which has the effect of reducing the financial risk associated with the GTAA’s
Cogeneration Plant, came into effect in February 2006. Electricity sales from the
Cogeneration Plant and any payments made under the CES are recorded as other revenue
and formed the majority of the increase in other revenues as the Cogeneration Plant was
not operational in 2005. Revenue from the Cogeneration Plant was also the primary
reason that other revenue was $12.8 million greater in the third quarter of 2006 than in
the same period in 2005. |

Other revenues also include interest on reserve funds and investments which will
fluctuate depending on changes in interest rates, timing of debt issues, the use of capital
and other investments. Increases in short-term interest rates in 2006 have resulted in an
increase in interest income when compared to 2005.

Operating Expenses

Operating expenses include the costs to operate and maintain the Airport, interest and
financing costs, and amortization of capital assets. It is important to note that in the
GTAA’s financial statements, operating expenses are reported using Canadian generally
accepted accounting principles and are not entirely consistent with the expenses used in
the calculation of aeronautical fees. Specifically, amortization of capital assets is not
included in the calculation of the landing fee, and while the principal component of debt
service is included in the landing fee, it is not recorded as an operating expense. The
following chart summarizes the total operating expenses for the three- and nine-month
periods ended September 30, 2006 and 2005.

Three Months Nine Months

(in thousands) 2006 2005 2006 2005
Ground rent $ 36,956 $36,106 $110,705 $108,318
Goods and services 72,947 58,006 209,106 186,362
Salaries, wages and benefits 27,720 24,319 80,263 73,843
Real property taxes and PILT 5,359 5,706 16,093 16,886
142,982 124,137 416,167 385,409
Interest and financing costs 88,765 82,289 263,116 250,422
Amortization of capital assets 56,581 52,019 168,131 155,495

$288,328  $258,445 $847,414  §$791,326

Ground rent payments are calculated according to the Ground Lease and are based on
passenger levels and inflation. Ground rent expense was $110.7 million for the first nine



months of 2006 and $108.3 million for the same period of 2005. Ground rent for the
three months ended September 30, 2006 and 2005 was $37.0 million and $36.1 million
respectively. In July 2003, the Minister of Transport announced a 24 month rent deferral
program which had the effect of reducing the ground rent paid by $5.3 million during the
first and second quarters of 2005. However, since the GTAA has an obligation to repay
the deferred amount over ten years commencing January 1, 2006, the full expense was
recorded in 2005 with an offsetting liability recorded on the balance sheet. In the first
quarter of 2006 the GTAA commenced the payments of the deferred Ground Rent.
Therefore, in each of the first three quarters of 2006, actual ground rent payments were
$1.0 million higher than the expense recorded and the balance sheet liability was reduced
accordingly.

In May 2005 the federal government announced a proposed new regime for calculating
ground rent payable by Canadian airports based on current year revenue rather than on
passengers, commencing in 2011. The proposed new rent regime is to be phased in over
five years with ground rent being calculated based on current rent and projected rent
payments in 2010. The GTAA believes that the proposed rent structure is prejudicial to
the GTAA since the calculation of ground rent would include revenue generated to pay
debt service which results in the GTAA paying a disproportionate share of ground rent
when compared to other Canadian Airport Authorities and impacts the competitiveness of
Toronto Pearson as an international airport. The federal government provided the GTAA
with the amending agreement for the Ground Lease in December 2005. The GTAA has
not executed the amending agreement and continues to pay ground rent under the existing
Ground Lease. The GTAA continues to advocate with the federal government for a more
equitable ground rent formula.

Expenditures for goods and services were $209.1 million for the nine months ended
September 30, 2006 as compared to $186.4 million for the same period in 2005, The
increase in expenses between these periods is primarily attributable to increased costs
associated with operating the Cogeneration Plant, which are offset by revenues earned by
the plant as outlined above in the discussion of revenues. In addition, increased busing
costs under a new contract, changes to the delivery of services under the Airport
Customer Assistance Program which provides assistance to travellers with disabilities
and increased service costs for some mechanical and electrical systems including public
safety systems and the baggage handling system also contributed to the increase in goods
and services expense. These increases were partially offset by reduced snow clearing
costs and a reduction in consulting and other contracted service costs. Recorded in the
first quarter of 2005 were provisions for losses associated with the bankruptcy of Jetsgo
Corporation. For the three-month periods ended September 30, 2006 and 2005, goods
and services expense was $72.9 million and $58.0 million, respectively. The increase in
the third quarter can be largely attributed to the factors mentioned above.

Salaries, wages and benefits increased $6.4 million in the nine-month period ended
September 30, 2006 compared to the same period in 2005. The increase is largely driven
by a new collective agreement with the Pearson Airport Firefighters Association and
increased pension expense, and to a lesser extent the new collective agreement with the



Public Service Alliance of Canada. For the three-month period ended September 30, the
year-over-year increase from 2005 to 2006 was $3.4 million which can be attributed to
the same reasons.

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 reduction from
$16.9 million in the first nine months of 2005 to $16.1 million in the comparable 2006
period reflects the reduced annual passenger volumes in the underlying year (2003 as
compared to 2002) used in the calculation. The year-over-year decrease of $0.3 million
in the third quarter of 2006 as compared to the same quarter in 2005 is for the same
reason. The recovery in passenger activity since 2003 will be reflected in higher PILT
payments in future years.

The changes in interest and financing costs and amortization of capital assets result from
the opening of the additional gates on Pier E in November 2005, the opening of the
Cogeneration Plant in December 2005, the opening of the Terminal 3 expansion in June
2006 and the opening of the Airport People Mover (“APM”) in July 2006 as well as some
other assets becoming operational. While under construction, interest incurred to finance
assets such as these is capitalised and is not included in interest and financing costs until
the assets become operational. Similarly, assets under construction are not subject to
amortization. Interest and financing costs were $263.1 million for the nine months ended
September 30, 2006, as compared to $250.4 million for the same period in 2005.
Amortization of capital assets increased from $155.5 million to $168.1 million over the
same period. The $6.5 million increase in interest expense in the third quarter of 2006,
over the third quarter of 2005, also occurred as a result of the new facilities becoming
operational as did the $4.6 million increase in amortization of capital assets in the same
period.

Net Operating Results
The revenues and expenses discussed in the previous sections generate the following net

operating results for the three- and nine-month periods ended September 30, 2006 and
2005.

Three Months Nine Months

{in thousands) 2006 2005 2006 2005
Revenues $291,001 $260,479  $802,047 $724,501
Operating expenses 142,982 124,137 416,167 385,409
Revenue over expenses! 148,019 136,342 385,880 339,092
Interest and financing costs 88,765 82,289 263,116 250,422
Amortization of capital assets 56,581 52,019 168,131 155,495
Revenues over (under) expenses $ 2,673 § 2,034 $(45367) $(66,825)

Note 1: Revenues over expenses before interest and financing costs and amortization of capital assets.



The components of revenues, operating cxpenses, interest and financing costs and
amortization of capital assets in the respective periods were discussed previously.
Revenues over expenses, before interest and financing costs and amortization of capital
assets increased to $385.9 million in the nine months ended September 30, 2006, from
$339.1 million for the same period in 2005. For the three months ended September 30,
2006 and 2005, revenues over expenses, before interest and financing costs and
amortization of capital assets were $148.0 million and $136.3 million, respectively.

Passenger traffic and hence airport activity is typically highest in the third quarter. As a
result the GTAA earned revenues in excess of total expenses in both the three-month
periods ended September 30, 2005 and 2006. For the nine-month periods ended
September 30, 2005 and 2006 total revenues were less than total expenses. It is
important to note that in these nine-month periods, the GTAA’s revenues were more than
sufficient to cover operating expenses and interest and financing costs. Amortization of
capital assets is not included in the aeronautical rate setting, and since amortization is
greater than the principal component included in the aeronautical rate setting, the GTAA
recorded revenues under expenses in these periods.

The financial results reported by the GTAA include certain non-cash items, such as
amortization of capital assets and, until June 30, 2005, the deferral of ground rent
payments, which are not included in the calculation of the aeronautical rates and charges.
In each of the first two quarters of 2005, expenses included $5.3 million of ground rent
which was not actually paid but deferred. Conversely, in each of the first three quarters
of 2006 the ground rent payment was $1.0 million higher in each period than the recorded
expense, as the repayment of the ground rent deferral commenced. In accordance with its
rate setting approach, the GTAA expects that revenues and reserve funds will continue to
be sufficient to cover operating expenses and interest and financing costs, including
notional principal. Consistent with many infrastructure developments, the GTAA’s net
revenues may not be sufficient to cover amortization of capital assets for a period of
several years which will result in total cash and non-cash expenses exceeding revenues.

SUMMARY OF QUARTERLY RESULTS

Selected unaudited quarterly financial information for the quarters ended December 31,
2004 through September 30, 2006 is set out in the following table:

(in millions) 2006 2005 2004
Quarter ended Sept June Mar Dec Sept June Mar Dec
Revenues $ 291 $ 263 $248 $230 $ 260 § 233 $ 231 3% 208
Operating expenses 143 134 139 143 124 126 135 120
Revenues over expenses' 148 129 109 87 136 107 96 88
Interest and financing 89 87 87 84 82 84 84 79
costs

Amortization 56 57 55 55 52 52 51 62
Revenues over (under) $ 3 $ (15 $(G3) $652) $§ 2 %29 $ (39 § (53
expenses

Notes: 'Revenues over expenses before interest and financing costs and amortization of capital assets



The GTAA’s quarterly results are influenced by passenger activity and aircraft
movements which vary with travel demand associated with holiday periods and other
factors such as weather and economic conditions. Due to these external factors the
historic quarterly results cannot be relied upon to determine future trends. The opening
of additional areas in Terminal 1 and other facilities will impact operating costs in many
ways including higher utility and operating costs. There were no exceptional events
during the third quarter of 2006 which had a significant impact on traffic, revenues or
operating expenses.

AIRPORT DEVELOPMENT PROGRAM AND CAPITAL PROJECTS

The Airport Development Program (“ADP”) was planned in 1997 as a coordinated
program to redevelop the Airport, including the construction of a new terminal, infield
facilities, airside improvements and utilities infrastructure. The ADP is a staged program
to enable construction to be undertaken while the Airport continues to operate. The ADP
was designed as a demand-driven program to provide the GTAA with some flexibility on
the timing of certain future stages. The GTAA has regularly reviewed the components of
the ADP to respond to changes in the aviation industry. The total budget for the ADP is
$4.5 billion, and as at September 30, 2006 the ADP was on budget and 95% complete.

During the third quarter of 2006, progress continued on Pier F and the Hammerhead as
building systems and interior finishes were installed and testing commenced on some of
the completed systems. The project remains on schedule for Pier F and the Hammerhead
to become operational in early 2007. Another component of the ADP, the APM opened
to the public on July 6, 2006. The APM is a free automated shuttle train service which
connects Terminal 1, Terminal 3 and the GTAA Reduced Rate Parking Area (Viscount
Station). The APM replaces the busing service that had transferred passengers and staff
between these locations.

In addition to the ADP, 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. One of the most significant aspects of
this program, the expansion of the passenger processing area at the east end of the
terminal, was completed and opened to the public on June 16, 2006. This 19,000 square
metre expansion includes 40 new check-in counters as well as new concession and office
space. Still ongoing is work in the west end of the terminal where expansions to the
passenger waiting areas, baggage system and security areas are scheduled to open in
2007.

There are other capital projects that may be undertaken during the year to upgrade,
refurbish or replace existing facilities. During the third quarter of 2006 these projects
included repairs and upgrades to runways and taxiways, improvements to the GTAA’s
information technology and telecommunications systems and the expansion of the
GTAA’s fire training facility.



ASSETS AND LIABILITIES

Total assets and liabilities as at September 30, 2006 as compared to December 31, 2005
are set out below:

(in millions) Sept. 30, 2006 Dec. 31, 2005
Total Assets 7,319.0 7,007.4
Total Liabilities 7,593.9 7,236.9

At September 30, 2006 total assets were $7.3 billion as compared to $7.0 billion at
December 31, 2005. The increase in assets in the first three quarters of 2006 includes
$153.5 million in reserve funds and approximately $130.5 million in capital assets and
work in progress. The increases in reserve funds include the monthly funding of
principal and interest payments ($42.7 million), increases in the Debt Service Reserve
Fund as a result of the MTNs issued in February 2006 and interest earned on fund
balances ($6.2 million), and contributions to the Operating and Maintenance Reserve
Fund ($6.5 million), all as required under the Master Trust Indenture, plus increases to
the Airport Improvement Fee Reserve Fund ($22.7 million), the Notional Principal Fund
($52.1 million) and the Debt Service Coverage Fund ($23.2 million).

Total liabilities at September 30, 2006 were $7.6 billion as compared to $7.2 billion at
December 31, 2005. In February 2006 the GTAA issued $250 million of MTNs,
increasing the total long term debt to $7.1 billion. In addition, the liability for the ground
rent deferral was reduced with the repayments of $3.2 million in the first three quarters of
2006.

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 capital assets for several years and
as a result the GTAA has recorded revenues under expenses. This has resulted in a
cumulative negative net asset position of $274.9 million as at September 30, 2006. 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 negative net asset
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
capital assets, revenue will exceed all expenses including amortization of capital assets,
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, acronautical 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.

In February 2006 the GTAA issued 5-year MTNs in the amount of $250 million, with an
interest rate of 4.40%. This issue was sold in the retail market. The proceeds were used
to fund the reserve requirements, repay the syndicated bank facility and to fund ongoing
capital projects. The GTAA has no debt maturing in 2006. In 2007 the GTAA has two
debt issues maturing, a $510 million floating rate MTN and a $375 million fixed rate
revenue bond.

Subsequent to the end of the reporting period, on October 24, 2006 the GTAA issued 2-
year MTNs in the amount of $350 million. This issue carries a floating interest rate
which is reset quarterly based on a spread of 14 basis points over 3-month Bankers’
Acceptance rates. A portion of the proceeds was used to fund the reserve requirements
and to repay the syndicated bank facility. The remainder of the proceeds will be used to
fund future capital expenditures.

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 have a term of three years, commencing November 2005, and the term can be
extended annually with the lenders’ consent. On October 30, 2006 such an extension was
approved by the lenders, extending the maturity date of the facilities to November 22,
2009. The banking facility will be 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, 2006 $159.0 million was drawn on the $500 million facility. Subsequent to
September 30, 2006 the bank facility was repaid in full using the proceeds of the Series
2006-2 MTN issue. No amounts were drawn against the $50 million facility.

Total reserve funds at the end of September 2006, were $1.1 billion, an increase of
$153.5 million since December 31, 2005, All of the reserve funds are cash funded and
invested in marketable securities and depending on the nature of the fund, may be held by
the Trustee for specific purposes as required under the GTAA’s Master Trust Indenture,
or held by the GTAA in accordance with its own policies.

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 the current available credit






