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Vision
“We are Canada’s Premier Regional Airport, conneding the

World to the people, resources and opportunities in the Wood
Buffale Region”

Mission

"W ore responsible stewards of our airpor, achieving
superior performance in the condud of safe, secure, effedive
and efficient operations. Our airport businesses coniribute
significantly to the economy of the Region, Albera and
Canada.”

www.flyfortmac.co

Core Values

Safety, Security and Environment

We conduct our businesses in a culture of safety and security that
promotes best proctices and sharing of experience and mutual
support. We are sensitive fo and support sustainable

environmental processes.

Commercially Focused and Fiscally Responsible
We have adopted a commercial operating philosophy/culture and
operate the airport as a robust business. We mainiain a strategic

focus on risk mitigation and financial strength.

Exemplary Customer Service through Teamwork

Wa are customer service leaders. Togethar with our stakeholders,
we are Team FlyFortMac with o commen gool of superior
customer service,

We value leadership with infegrity and innovation in support of
our Yision.
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Neco Vision
Global Opportunities

A message from Chair Jonothan McKenzie and

CEO Secit Clements

The Regional Municipality of Wood Buffalo is poised for the
next phase of its development as o community, as a fourism
destination and as a global focal point for energy

production. As the world economy rebounds from recession
and our region’s prominence as an energy centre accelerales,
the time is now for a new, ambitious vision for air service in our
region — air service befitfing our region’s economic status and
burgeoning confidence as o community. We must seize the
global opporunifies before us,

In operation for just over a year, the Board of Direclors,
managemant and staff of the Fart McMurray Airport Authority
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(FMAA) have sirived fo develop an organization that will deliver
the aviation facililies and services our community requires. i all
starts with our bold corporate vision:

1!

))

This vision is our GPS, orientating all of our adions and
dedisions.

New terminal building

The most far-reaching outcome of our vision is the decision o
build a new airport terminal. Clearly, with mora than 700,000
annual passengers now moving through o focility designed for
235,000 annual passengers, building a new ferminal is o
business imperative.

www.flyfortmac.ca



Five firmes larger than the exdsting mid-1980s facility, the new
tarminal will comfortably serve 1.5 million passengers annually.
The new air terminal building will have sight gotes and thres
bridges with room for a fourth bridge os demaond warrants. The
current terminal has one bridge and two gotes,

Our customers will easa through a highly functional, efficiant
building with many new amenifies and services. A wider array
of food, beverage and retail options; ample possenger-lounge
space; and increased parking facilifies are all part of a higher
leval of service we are developing for our customaers.

Those customers are coming from around the world to do
business in our community, share in its natural splendour and
enjoy our community’s warm, northern Albera hospitality. And
with billions of new dellars earmarked for investment in our
ragion over the next decade, the number of people coming to
and from our regicen is only going to soar.

The new terminal will welcome our visitors and residenits with
o vibrant sense of place. Local art and theming will reflect our
ragion’s big spirit and story. When the new ferminal opens in
spring 2014, the Fort McMurray Airport [FMA) will becoma a
source of pride for our community,

Long-term, strategic mindset

Whila the need for a new terminal is dear to everyone who uses
the airport, it's quite another endeavour to ensura we have the
business structure and systems in place to build it on fime and
on budget, and to operate it efficently once it's buill,

With our vision underpinning everything we do, we developed a
rolling five-year strotegic plan. The plan seis a clear course for
achieving our vision and delivering excellence through the
faciliies and services we offer. Our mission, vision, core values,
sirategic goals and corporate objectives are essential to the
document.

The plan incorporates all the best practices in sirategic planning,
from an exploration of the infernal and external environments,
o our risk-management approach and our financial
projections. With tha plan solidified, the organization has tools
to deliver on the plon. And the Board of Directors has the
framework fo see thol it does.

www.flyfortmac.co

Air service priority

Expanding our region’s air service is a vital component of the
plan. Providing the flights our region needs at the right fimes
are the ultimate measures of our orgonization’s effectivenass.

Obtaining International and U.5. charter services are fop
priorifias in 2011, Maxico and Las Yegas are the primary
targets.

Secondary fargets include enhancing our existing routes with
more frequency and greater seal capacity. We have a plan to
ramp up our confact with the airlines, ensuring they recognize
the size and value of our market.

Yat aggressively pitching airlines is only part of the air service
puzzle. As a region and as individuals, we have o use our
non-stop services. Driving fo another airport instead of using
FMA helps other airports build their air service, but hinders ours.
In 2011, we'll launch a program to build owareness of our
non-siop routes and encouroge residents to always choose
FMA,

Mew business opportunities

Cargo is ancther global opportunity for our market. Securing
dedicated freighter and courier services are key aims, Our
region’s industries require fonnes of equipment and material,
We'll work with the oil sands companies and other industries to
use FMA as a reliable, convenient cargo hub.

Aftaining Port of Entry status is another lynchpin of achieving our
vision. The Wood Buffale region will enjoy the global spotlight
for years to come, welcoming internafional business and leisure
travellers. We need customs facilities to provide the non-stop
services from the ULS. and intemational destinations our
region’s growth demands,

With the airport property officially fransferred to FMAA affective
January 1, 2010, we are developing a Business Development
Plan for the airport that will drive aviation and non-aviation
commercial development at FMA. The plan will examine
improvemenis in parking, cor rental contract renewals,
south-side aviation development, cargo buildings and
commercial opportunifies in the new terminal.

Fort McMurray Airport Authority 2010 Annual Report 9 /



Neco Viston
Global Opportunities

The existing terminal, once decommissioned as o passenger
facility, frees space for new carge operations or other aviation
operations. With plenty of land for development, FMA presents
a multitude of aviation and non-aviation development

opporfunifias.

Solid relationships

We're proud of the work we've done in just one year fo forge

a new vision and develop the plans and business organization
to achieve it. But wa'ra espacially proud of the relafionships we
hove estoblished with the Regional Municipality of Wood Buffalo
Counal and with the enfire community.

Consistent communication steels relationships and builds trust.
We will keep the community informed about our adivifies and
pregress. Our new website provides up-to-the-second flight
status infermation, operafional updates and corporate
highlights. Of course, flyfortmac.com will also feature the
latest information about the terminal construction.

Online information is impertant, but nothing surpasses
foce-to-face discussions and hands-on engagement in the
community. The newly formed Business Advisory Council, made
up of distinguished local business leaders, affords an important
forum to listen to our community and respond fo its air-service
needs, We're also o member of the Fort McMurray Chamber of
Commerce and other key community and industry
organizafions.

As well, we are estoblishing @ community investmeant progrom

()..?t%.,..;

Chair, Fort McMurray Aiport Authorty
Board of Direclors
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to confribute positively to the community, supperting the diverse
people and arganizations that drive its social, envirenmental
and economic well-being.

Accountable to Wood Buffalo

Bevond communication and parficipation, we must also be
accourtable. As the steward of one the region's mast critical
transporfafion assets, the Board recognizes the importance of
a strong governance fromework. The Board is dedicoted fo
making the right dacisions thot sustainably grow our airport
and region.

Cwur Board is made up of a diverse group of business and
community leaders representing varied interests who come
together to shape a common vision and purpose. Through our
annual reports, public meetings, oudits, consultations, publicly
available sirategic plans and other accountability toals, you will
know what we are doing with your airport. And you will know if
what we are doing with it maiches what we said we were going
to do with if.

This past year was not without its challenges. Establishing a new
arganizafion, a new culture and a new plan for advandng FMA
involved the committed colloboration of many people and
consumed countless hours. In this regard, we recognize the
leadership of our inaugural Chair, Jeff Fitzner, and also the
confributions of deparied Board members John Coyne and Jock
Howard. With our new vision and the global opportunities our
region presents, the hard work of our staff, management and
Board will continue,

With fhe help of our community, together we will build an airport
that delivers on the ambifious vision we have set - a vision in
harmony with the aspirations and potentfial of our great northern
community.,

Scott Clements
President and CEO

Fort McMurray Airport Authority

www.flyfortmac.ca



ovérnancé
and Accountability

The Fort McMurray Airport Autherity was incorporated in December 2009 and its first Board was formed effective January 1,
2010, The Board consists of fen positions appointed by five appeointing bodies. FMAA is the fourth airport authority te form in
Alberta, joining Calgary, Edmonton and Red Deer. Under Alberta legislation, Airport Authorities act as businesses independent of
governments, but accountable through regulations and good business practice to users and appointers.

The Authority acquired the assels of the Fort McMurray Airport from the Regional Municipality of Wood Buffale. Accountability

in an erganization as diverse as the Fort McMurray Airport Authority relies on many different tools and processes to provide the
Board the information members nead to fulfill their oversight responsibilities and to hold their administration accountable for the
implementation of the Board's pelicies and programs. The primary components of the Accountability Framework are identified in
the model on the next poge.

=
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Board of Directors

Jonothan M:I_hn:il, CA Jeff Fitzner Allan Kallal

Mildred Ralph Sheldon Schroeder
Chaer Diredor Direcior Déractor Direciar
Appoined by: Appoinied by: Appointed by: Appointed by: Appoinied by:
The 3ill Sands Developars Fort Maburray Chamber Regional Municipality of Fort Mchurnoy Chamber The Ol Sands Developers
o of Commarce Wood Buffole of Commerce Graup

Peter Wallis Bernd Wehmeyer Rowanne Wells-Devaney Roy Williams
Direciar Direcior Diraciar Dirachar
Appointad by Appointed by Appaintad by Appoirded by
Fiiag Board of Derechors Bagional Municipality of CUPE (Canadian Union Regional Municipakity of

Wood Buffolo of Public Employesas) ‘Waood Buliolo
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Senior Management

f . 2
Scott Clements Ter Hamer, CA
Presidert and CEQ Chief Operating Officer Chief Financial Officer

Management

Kevin Muise
Manoger of Operations and Maintenance

Pavline Brown
Manager of Cusiomer and Terminal Servics
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Strengthening Our Community

Opening in spring 2014

The Regional Municipality of Wood Buffalo (RMWE) has
drarmatically grown in the past decade. Our region hosts
one of the largest coencentrations of indusirial development
on earth. The 1986 airport ferminal building ot Fort
McMurray Airport (FMA) is overwhelmed., |t wos designed
for a different ime, o different region. The fime is now fo
build an airpart that mests the practical needs of today’s
RMWB ond the global cpportunities of tomorrow.

I's nof just that the terminal, designed for 235,000 annual
passengers, now must serve over 700,000 annual
passengers and rising. It's also the supporting
infrastructure. Parking facilifies, access roads and

Authority 2010 Annual Report

municipal servicas are inadequate for the current and anficipated
number of possengers. Airside, the apron, de-icing facility, cargo
and baggoge handling facilities are alze limited, All airport land

eurrently accessible is occupied with significant demand for more
developmant.

Mew site for terminal

To address all the deficiencies of the existing focility, we've
selecled o new location for the 20714 Air Terminal Building. The
new “greenfiald” site south of the existing runway will allow us
fo keep the current terminal operafing until the new terminal is
ready to serve passengers and flights, 1t's the most cost-effective
and non-disruptive salufion.

-.- -fIrf ortmac.ca



Mew terminal access and services
* The proposed terminal will require a new access rood off

Hwy 69.

* The current water disfribution system is currently being
updated fo service the expanded terminal.

* The current sewage lagoon and sanitary collection system
are odequate only for the easting and proposed
development. Upon extension of the municipal sanitary
sewer system, the airport will connect fo that system and
decormmission the lagoon.

More comfort, more services

The 14,000 square-metre terminal building is being designed
to comfortably serve over 1.5 million passengers. Five fimes
larger than the exsfing facility, customers will enjoy more reom
to ease through the building, shop, dine, admire locol ort and
displays and board their flights.

www.flyfortmac.co

When the new terminal opens in spring of 2014 it will offer

cushormens:

= A wider array of food and beverage options. Shoppers will
have more retail choices as they await their flights.

= Eight aircraft parking positions, served inifially by three bridges
and five ground-loading gates. A fourth bridge will be added
as passenger numbers grow.

* More vehicle parking and car rental services.

* Locally inspired art and displays framed by a modern,
sophisticated building. The ambience will reflect our region’s
warm, vibrant spirit.

Expanding business opportunities

The new terminal and supporting infrastructure will drive the nesd
20 years of business development ot FMA, The location of the
new terminal in 2014 unlocks the south side of the airport for
new aviation and non-aviation commercial development,
including much-needed cargo handling facilities.
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High-Performance Organization

The Fort MchMurray Airport Authority [FMAA) was officially
established on Dec. 1, 2009, The Regional Municipality of
Wood Buffalo and the Province of Albarta recognized it was
time for the Fort McMurray Airport (FMA) to be guided by an
independent airport outhority as it expands to keep poce with
the air service needs of the region. FMAA is the fourth airport
authority in Alberta, joining Calgary, Edmonton and Red
Deer.

The FMAA, as an independent entity, is focused on adopting
o commercial focus and culivre as it operates and expands
the facilities and services offered al FMA,

MNew vision, new organization

Change is never easy. At the beginning of 2010, the newly
minted FMAA had to complele the transition fram a
municipal commission fo an independent, commercially
focused airport authority — all with o new board, a new CEQ,
odditional staff and @ major cultural shift for airport
employees, With perseverance and feam work, the FMAA
had an edremely successful first year, establishing the
foundation of a high-perferming organization that will

deliver an enhanced level of air servica to the region.

2010 Accomplishments:

* On Dec. 10, 2010, all 1,266 acres of airport land,
associated facilities and other assets were fransferred o the
FraA, This led the FMAA lo arrange the financing to build
a naw terminal and pursue additional commerdal aviation
and non-aviafion activities on the property.

* With the fransfer of the airport property, the Regional
Municipality of Wood Buffalo and FMAA signed o
Memorandum of Understanding establishing principles
and expectations underpinning the relationship between
fhe two parfies.

¥ Airport Authority 2010 Annual Report

* Developed o governance structure that ensures the Board of

Directors will hald the FMAA management accountable for
achiaving yearly and long-term business objectives. Bdending
from this structure is the set of toals and performance
measures the CEO will use to keep the organization
accountable fo corporate objectives and to achieve high levels
of performance every day.

* A core component of growing any successtul enterprise s

strategic planning. The Five-Year Stratagic Plan wos approved
by the Board on Mov. 30, 2010. It provides the road map for
achieving the airport expansions plan, organizational change
and keeping the FMAA in a strong finandial pesition.

* To accommeodate the new organization and free up space in

the overwhalmed adminisiration offices ot the existing terminal
building, FMAA moved to new offices near the terminal.

PLANNING CYCLE

www.flyfortmac.ca



Team-powered performance

Dur people make FMA work. They do it every day, even in the harshest winfer condfions. They care about our customers. They
core about each other. That's whaot feams do.

We ask a lot of our people. Our first year of operation required everyone to adjust o a new business mindset all the while
keeping a keen focus on the many daily tasks of running a major transporiation hub.

As wa aggressively move o transform FMA and our organization, we want fo ensure our people ara challenged, have
opportunifies fo grow ond derive a sirong sense of satisfoction from their careers. We want o ensure we con ottract new people
and thal we have o solid succession plan fo advance the organization over the long term. We are exploring alternatives for
benchmarking our perfformance as a quality organization. This is a key priority in 2011.

www.flyfortmac.co Fort McMurray Airport Authority 2010 Annual Report 15



Customer Service

Qur customers are the reason we are here. We are striving to
deliver the best experiences for our customers every day. From
dearing the runways so flights can leave on time to adding new
food and beverage and shopping opfions, we want fo exceed
evary cusiomer’s expeciafions. While constrained by a terminal
handling hundreds of thousands of more passengers than it
was aver designed for, vital improvements were made in 2010,

2010 Accomplishments

* Safety is always first at Fort McMurray Airport. Transport
Canada cpproved our Safety Management Systemn Manual.
All safety training exercises were conducted compelently and
comprehensively to the safisfection of Transpor Canada and
managemeant.

* A SUBWAY® was opened in the terminal in late Movember. It
provides a fresh, quick-serve option for our busy customers.
SUBWAY® is the world's lorgest submarine sandwich
franchise and we are delighted fo bring this globally
renowned brand fo FMA.

16 Fort McMurray Airport Authority 2010 Annual Report

* Dalaney’s Irish Pub opeaned in Nevember fo sate hungry and
thirsty fravellers. With the game always en, the pub adds to
the dining options travellers now have ot FMA,

* A new Traockless snow plow, powerful enough to dear away
the haaviast snow and small enough to fit in tight spots in the
parking area, has improved our ability to keep parking
facilities clean all winter long.

* Operating o 25-year-old building and supporting
infrastructure — serving many mare customers than it was ever
designed for — requires investment fo maintain. ‘We invested
51.3 million fo get the terminal, parking area, oprons and
runways in fop shape.

Teaming up for customer service

Owr airport is a reflection of the community. Every customer
inferaction is significant. With the hustle and bustle of our
airport and the high numbers of customers moving through it
avery day, all airport workers, no matter who they work for, are
on the same team. That feam is TeamFlyFortMac.

TearmFlyFortMac is about giving our customers a consistent,
friendly and re-assuring experience. In 2011, we will confinue
to build on the core principles and communications established
in 2010 to ensure TeamFlyFortMoc is a honed,
customer-service-driven team, whether we're serving you ot o
restaurant or handling your baggage.

www.flyfortmac.ca




will also help build the cose for Port of Entry (customs) stafus
in our discussions with the Government of Canada. Port of
Entry status would transform FMA, info an infernational
airpert and welcome business, leisure fravel and carge
oppertunities from around the world, especially to and

fram the LL5.

* Prapared a comprehensive analysis of passenger air service
demand for tha region and identified domestic, L.5. and
International air service targets.

"
P rOfItab I e * A number of business proposals were developed or slarted

in 2010 to halp advance our commercial prospects,
incduding a propesal for a commen-use rental car focility,
engoging o real estofe partner to help FMAA with new
development opporfunities and leasing for aviation and
non-aviation indusirial development.

Fort McMurray Airport has many assels. We need o ensure those

assels are working for our region, helping build a sustainable, * Maoving fo our new adminisiration building has freed office
profitable airport fo meet Wood Buffale’s long-term aviation and space in the terminal o rent or sell to tenants.

air service needs. We hod fo move on many fronts to position

FMA for a plethora of new aviation and non-aviation business Re I u
opporunifies.
Accomplishments 2010 M E

* The Chateau Mova Hotel & Suites Fort McMurray opened in
Seplember 2010. The new 170-room hotel affers great value  Rag| astate operations currently contribute substantially to

and service for our cusfomers, located just minutes from the Airport revenues, based upon approximately 30 hectares of
terminal. As well, the hotel expands our tenant base, increasing airside and groundside land. The airport expansion
and diversifying our business revenues. underway will add an additional 39 heclares of new airside
commercial land and 47 heclares of groundside commercial
* Formulated a compelling business plon fo secure FMAA's land, which over tima, will generate new revenues.
credit rafing from Stondord & Poor’s, one of the world's
leading providers of credit ratings. This was crucial in To maximize the value from current real estate assets, FMAA
oblaining the financing for the new lerminal project., has implemented o program o review all real esiale
holdings and exisling leases 1o ensure afficient utilization and
* We prepared the 2011 Business Plan, the first phase of the rent recovery in line with lease terms and markst rates.

FMA Master Plan and the Air Service Development Plan. All of A significant cutcome of the real estote review is the
these inifiatives will help realize FMA's fremendous opporiunities  infreduction of the Airport Indusirial Park [AIP) in March
and spur it o become an even larger driver and enabler of cur 2011, The AIP localed on the east airper lands, comprises

region’s economy. approximalely 19 heclares and will provide the Fort
McMurray business community much needed industrial/
*= Prepared an analysis of our regional air carge market, commercial land.

which helps us pitch dedicated freighter servies for FMA. I

www.flyfortmac.cao Fort McMurray Airport




Owr- Regions

FMA is currently served by seven air carriers providing regularly scheduled passenger service fo six non-stop
domestic destinations. In addition, seven carriers provide charter passenger services.

FMA Mon-stop destinafions FMA Air Carriers — Scheduled

* Calgary

* Edmaonton

* Fort Chipewyan
* Prince Albert

* Toronto

= Vancouver

Air Canodo Jazz
Central Mountain Air
Connect Air
Morthwestarn Air
Swanberg Air
Transwest Air
Westlet

® & ® ® ® & ®
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FMA Air Carriers - Chartered
Esso

Suncor

Synerude

Shell

Morth Cariboo

Canadian Morth

Enerjel

& & % ® *® & @
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alr servic

The number of possengers we served rose by 200 percent
during the boom of 2005-2008. During the global recession,
passenger growth abated and our total number of annual
possengers stabilized of just over 700,000,

Yet Jonuary and February 201 1 were our busiest on record.
Mew capital investrments in oil sands projects are becoming
commonplace once again. Companies are starting to talk
about labour shortages. And contfinuad voletility in other parts
of the world is propelling even more international inferest in the
170 billion barrels in proven reserves confained in Alberta’s oil
sands.

Growing economic acfivity drives demand for air sarvice. The
number of flights and destinatiens our airline partners offer is
the bottom line for most people in our community. We know
that's a key indicator of our performance.

Wa are strategically and oggressively targefing new services and
increased frequencies on high-volume roufes.

The numbers of passengers, including those on flights chartered
or operated by oil sands companies where passengers use FAMA
are forecast to be BB3,000 by 2014, 1,010,000 by 2019 and
1,183,000 by 2030 bosed on a moderate growth scenario. We
want fo ensure those passengers have convenient flights fo the
destinations they need,

In 2011, we are aiming to obtain the following air service
enhancements:
* Charter passenger service to Las Vegas and Mexico.

* Increase flight frequency and seot copocity to major domeastic
markets, including Vancouver, Toronto and Calgary.

* A new regional passenger service to one of the following:
Red Deer, Soskatoon, Gronde Proirie or Kelowna,

www.flyfortmac.co Fort McMurray Airport Authorify 2010 Annual Report 19



SAS

-"'rﬂlﬁr‘lc A‘, - i _..- ™ ) "

Expanding

nppurlunities

Fort McMurray's big spirt is only rivalled by the big oil sands operafions that drive its economy. Mew investment in the
Athabasca ol sands means even more large pieces of equipment and parts will pour inte our region. We have the efficient
highway and rail links fhrough Edmonton to majer Canadion and American centres. Mow, with the terminal expansion going
ahead, FMA will have the focilifies and spoce lo seize its rightful ploce as the key strategic air gateway to Canada’s largest
aconomic genarator. The airport will have the copabilities to handle a full range of air cargo sarvices for all typas of aircraft.

In addition fo serving over 100,000 people residing in the Regional Municipality of Wood Buffale, the Fort McMurray Airport
will soon be equipped for all types of freight handling, including heavy, outsized loads. Air Cargo will become a bigger part of
our businass. Adding cusloms facilibes, if granted by the federal governmeant, will help drive passenger and corgo service lo our

ragion.

20 Fort McMurray Airport Authority 2010 Annual Report www.flyfortmac.ca



.
Encowraging

General and corporate aviation complement commaercial
passenger and cargo aviation business. This sector of our
business supports numerous industries ond offers services our
region relies on.

General aviation includes private and recreational flying, flight
schools and flight training, charter services, search and rescua,
avionics, helicopter adivity, corporate services, private charters,
and spin-off activifies such as aircraft maintenance and air
ambulance services.

FMA hosts several fixed base operators (FBO).
They provide a variaty of services, induding:

* Aircroft handling

* Refuelling services

v Executive flight lounges

General and corporate pilots can also foke advaniage of many
amenifies located in, or around, the main ferminal such as the

www.flyfortmac.co

newly opened Mova Hotel and car rentals. Or they can drive
inte Fort McMurray for its many amenities.

To support a vibrant general aviafion industry at FMA, we will
soon expand aircraft parking spoce to ease the movement of
cargo and general aviation flights.

Longar term, we will aggressively plan and implement a new
General Aviglion Sirotegy. Expension and ebtaining customs
facilities will open the south side of the airpert, generaling new
opportunities for general aviation fo grow and prosper af the
airport.

Customer service is important fo the Fort MchMumay Team.

We will provide our general aviation clients with o clearly
identifiad manogemen! contact with the authority to get things
done for these important customers. 'We will expand our
range of resources and have added expertise, including
marketing, business development, and a renewed commitment
to enhance our airside operations.

Fort McMurray Airport Authority 2010 Annual Report 21



Engaging

Our Community and Stakeholders

First impressions last. Reaching out to the community in our
first year of operation was pivotal in achieving our business
objactives in 2010. Enhancing those relationships and
ensuring the region knows what we're deing is an ongaoing
succass faclor for the Forl MeMurray Airport Authority,

2010 Accomplishments

* We launched a new website to inform the community about our
operations and activities, Up-ta-date flight information is a
popular fealure and we will use this key communications feol to
provide updates on the terminal construciion project.

* Community investments confributed to many orgonizations and
charifies thal help strengthen our region, including Keyano
College and Festival of Trees, In 2011, we'll refine the program to
ansure our community investments modmize the positive impact
on the community.

» Excellent relationships have been established with
organizations vital lo our operafional and long-term succass,
They include Government of Albaria, Transport Canada, Regicnal
Municipality of Wood Buffalo, airlines, Chamber of Commerce,
Rotary Club, CUPE, FMA fenants, our bankers, Canadian Airport
Council and Aviation Alberta.

* The FMAA Business Advisory Council met for the first time in
December. With key business |eoders as members, the Council
will give us insights info the air service needs of our region and
serve as FMA eambassadors in the community.
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Measuring

What gets measured gets done. It's on old adoge now, but it's @ fundemental business fruth. To fulfil our vision and focus on the
actions that will get us there, we have established Key Success Drivers (K3Ds). Below is an overview of our K5Ds and supporting
strategic goals. You can use this as a fool to measure our effectiveness, we cerlainly will.

Key Success Driver 1: To be a High-Performing

Orgonization

= By execufing against a well-defined strategic planning
cycle and performance metrics, including an Enterprisa
Risk Managemant (ERM) Strotegy.

* By ensuring swccession planning throughout the
organization.

* By developing and implementing an environmental health
and safety strategy.

* By achiaving "best in closs” status by recognized airport
and business benchmarking metrics.

* By qualifying as a top 100 employer in the oppropriate
category.

Key Success Driver 2: To Optimize the Customer

Experience

* By achieving and maintaining 100% operafional
status for our airport(s) and facilities.

* By playing a leadership role in the Metwork of Airporis in
the RMWE, including the CRISP Air Transporiation process.

« By building a new YMM facility by 20714 designed to 2030
raquirameants.

* By becoming an International Airport, including Cargeo,
by 2014,

» By effectively oplimizing the existing FMA terminal in the
interim period.

* By being measured in the superior category by industry
standards [ACINA, IATA] by 2074.

* By achieving optimal air service.

www.flyfortmac.co

Key Success Driver 3: To Achieve Environmentually
Responsible, Sustainable and Profitable Growth
* By implamaenting a finandial strategy fo mest our stralegic
goals.
* By developing and implementing an environmantally respensible
multi-year growth strategy.

Key Success Driver 4: To Foster Effective Stakeholder
Relationships

* By achiaving a high Reputalion Management Scorecard rafing
by 2014.

*= By establishing o meaningful community presence through
development of o Community Investment Plan.

* By achieving positive media coverage regarding airport affairs
as measurad by maedia coverage monitoring.
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Management Discussion & Analysis

Foward Looking Statements

This MD & A conlains information that is forward looking which reflecls management’s expeciolions regarding the Authority’s
future growth, results of operations, performance, and business prospects and epportunities. Wherever possible, words such as
“believa”, “expect” and similar expressions have been used to identify these forward looking statements. The statements refled
management's current belisfs and are basad on informatien currently available to management. Forward looking statements
involve significant risk, uncerainties and assumptions. A number of factors could couse actual resulls, performances or
achievemenis fo differ matenially from the results discussed or implied in the forward looking stotements, Although the forward
looking staterments contained in this MD & A are based upon what management believes fo be reasonable assumptions, the
Authority cannot assure readers that actual results will ba consistent with thesa forward looking statements. These forward
looking statements are mode as of the date of this MD & A

Annual Financial Information

This Management Discussion and Analysis (MD&A) of the Fort McMurray Airport Authority (FMAA) for the twelve months ended
Decernber 31, 2010 should be read in conjunction with the Fort McMurray Airport Authority Annual Financial Stalerments and
notes as at December 31, 2010,

The occompanying oudited financial statements of the FMAA hove been prepared by and are the responsibility of the
Autharity's management. The Authority’s oudited financial statements have been prepared in accordance with Canadian
accounting standards for not-for-profit organizafions.

Additional information relating to the Authority is posted ot www.flyforimac.ca.

The Fort MchMurray Airport Autherity was incorporated in December 2009 under the Regional Airport Authorities Act (Alberta)
and its first Board was formed effective January 1, 2010, It is the fourth airport authority to form in Alberta, In Alberda, Airport
Authorities act as businesses indepandent of governments, but accountable through regulations and good business practice to
users and appointers. Effactive January 1, 2010, the Authority completed the process of acquiring the assets of the Fort
McMurray Airport (FMA] from the Municipality.

Fort McMurray Airport is Alberta’s air goteway to the Athabasca Qil Sands which is @ major contributor to the prosperity of
Alberta and Canada. FMAA employs 50 people, with hundreds of others invalved in the many businesses at and near tha
airport. FMAA is committed to the development of an infernational air ferminal and is midﬂrfng othar major inifiatives ralated

to airport achivity.
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FiiAA has experienced significant growth over the last few years, and along with planned growth there is a need to improve the
airport infrastructure fo serve the needs of the region. The Airport Redevelopment and Expansion project has commenced that
will sze the development of a new air tarminal building, apron and taxiway development, along with other infrastructure such as
parking, roads and utiliies. The project is planned fo be completed by April, 2014,

Fiiad, like other airport autharities, is dependent on the level of aviation aclivity, induding passengers at ils airport. Fort
MchMurray Airport (FMA] is currently served by seven air carriers providing regularly scheduled passenger service to over six
non-stop domestic destinations.  In addifion, thera are seven carriers providing charter passenger services. Currently thera are
no carge carriers providing freight or integrated courier services with the two major commercial carriers providing limited carge
capacity in the belly of passenger aircraft serving FMA,

The following table reflacts the passenger aclivity for 2010 with comparative information from 2005 to 2009. On the annual
basis, traffic for 2010 was 714,659, compared to the 2009 total for the year of 704,362, an increasa of 1.5 percent.

Passenger Activity
2005 2006 2007 2008 2009 2010
Q1 77,862 100,731 140484 169,521 174,154 172,413
324% 294% 395% 207% 27% -1.0%
Q2 78,536 107,060 146,994 183,194 176,528 176,847
299% 36.3% 373% 246% -36% 02%
Q3 81,329 114916 152,164 192,974 182,278 183455
30.0% 413% 324% 268% -55% 06%
Q4 89,143 120,980 156,029 190,298 171,402 181,944
335% 35.7% 29.0% 220% -99%  6.2%
Annual 326,870 443,687 595671 735,987 704,362 714,659
31.5% 35.7% 343% 236% -43% 1.5%
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The following table reflects the aircraft movemeants for 2010 with comparative information fram 2005 fo 2009, There
waz a lotal of 63,808 aircraft movements or a decrease of 0.3% from the 2009 lotal of 64,005,

Aircraft Movements

2005 2006 2007 2008 2009 2010
Q1 7956 9819 11,299 13,791 11538 12,747
85% 234% 1531% 221% -16.3% 10.5%
Q2 16273 19,606 20,193 20,533 20,313 20,560
268% 205% 3.0% 17% -11% 12%
Q3 16,353 20385 23,310 21482 18,634 18,937
12% 247% 143% -78% -133%  1.6%
Q4 12926 13644 14049 14653 13520 11,564
499% 56% 30% 43% -1.7% -14.5%
Annual 53,508 63,454 68851 70459 64,005 63,808
19.0% 186% 85% 23% -92% -03%

2010 Financial Performance

In 2010, FMAA hod a net loss of 3.0 million. Positive operating cash flow was maintained with earnings before
imterest, loxes, depreciotion and amortization (EBITDA) of 57.8 million. The following table aullines the results of 2010
on a guarterly basis.
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2010

REVENUE
Airport Improvement fee 1,002,835 $ 1,746,928 $ 1685726 § 17765716 § 6,211,205
Other Airfield Revenue 1,292,607 1,291,230 1,226,887 1,154,615 4,965,339
Parking Revenue 497,232 568,036 571,245 583,563 2,220,075
Car Rental Agencies 417,578 466,406 475,508 480,540 1,840,033
Land Lease Revenue 98,990 102,159 111,922 167,727 480,797
Bullding Lease Revenue 101,891 131,328 135,757 143,736 512,713
Other Revenue 108,491 98,803 104,108 148,310 460,803
$3,519,624 $4,405,980 $4.311,153 $4.454 207 $16,690,965
EXPENSES
Salaries, Wages & Benefits 1,127,561 1,160,105 1,088,763 1,415,890 4,792,320
Operating 504,067 437 815 422 179 555,958 1,820,019
General & Administrative 439,432 247 458 257,584 447 843 1,302 317
Airport Improvement Fee Handling 79,920 112,603 123,568 124,254 440,345
Authority Board Costs 42,191 61,320 62,292 35,640 202,043
Loss (Gain) on Disposal Assets n 99,924 (528) u su;aas
Other Expenses {17,118) 3413
Mﬁ_m
EARNINGS BEFORE INTEREST,
TAXES, DEPRECIATION & §1,292,031 $2,303,871 $2,353,882 $1,825,374 $7,775,160
AMORTIZATION
INTEREST, TAXES,
DEPRECIATION &
AMORTIZATION
Amortization Expense 2,651,698 2,626,003 2,636,371 2,714,860 10,628,932
Interest on Loans - Operations 44,999 45,705 49 407 47 817 187,928
2,696,697 2,671,108 2,685,778 2,762,677 10,816,860
NET INCOME (LOSS) ($1,404,666) ($367,837) ($331,896) ($937,303)  ($3,041,700)
EWM'E-BE“"'“F 143,373,908 141,969,242 141,601,407 141269512 143,373,908
NET ASSETS, END OF PERIOD 141,969,242 141,601,405 141,269,511 140,332,208 140,332,208

28 Fort McMurray Airport Authority 2010 Annual Report
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REVENUE: YEAR ENDED DECEMBER 31, 2010
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The FMAA achieved revenues of 316.7 million for the year.

The Airport Improvement Feas (AIF) is the largest component of revenue and is levied for sach departing passenger using the
air ferminal building. The AIF is used to fund the redevelopment and expansion of the airpart focilities, and fo repay inferast
and princpal when debt is used for redevelopment and expansion. In 2010, the AIF totaled $6.2 million {37.2% of fotal
revenue). Since March 1, 2010, deparing possengers hove been charged an AIF of o rofe of 520,00 for destinations oufside
the region, and $10 within the region. For the first two months of 2010, all AIF rates were 310 per departing passenger.
Effective March 1, 2011 the AIF rate increased to 330 for departing passengers outside of the region.

Revenue from airline acfivity (Airfield— landing terminal and other related fees) totaled $5.0 million {29.7% of total revenue).

FMAA also earns revenue from other commercial aclivities induding parking (13% of total revenue) car renfal concessions
(11% of total revenue), land leases (3% of total revenue) and building spoce leases/concessions (3% of total revenue). These
ara increasingly important revenue straams and the FMAA seeks to diversify its revenue and be less dependent on direct
airline fees. In 2010, parking revenue fotaled $2.2 million, cor rental concession revenue fofaled $1.8 million, lond lease
revenue fotaled $0.5 million and building spoace lease/concession revenue fotaled $0.5 million.
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EXPENSES: YEAR ENDED DECEMBER 31, 2010
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Expenses for the FMAA fotaled $1%.7 million,

The largest expense component is the amortization expenses which in 2010 were $10.6 million {54% of total expenses). With
tha new authority and the adoption of new accounting standards the FMAA elected fo measure its land and buildings, and
selected copital assets excluding the new terminal which is under construciion, of its fair value as at Januery 1, 2010,

Salaries, wages and benefits were 54.8 million (24% of total expenses) for 2010, These include all FMAA personnel costs, bul
do not include any contracted services.

Operating expenses amounted fo §1.9 million [10% of total expenses) for 2010. General and administrative expenses
amourted fo §1.4 million (7% of total expenses) for 2010, Other expenses include the AIF handling fee which includes the
fees paid to the aidines for collecting the AIF on behalf of FMAA; this amounted to $0.4 million (2% of tolal revenue) in 2010,
Other expanses include authority board costs of $0.2 million, financing costs of $0.2 million and loss on disposal of assets of
$0.1 million.
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Capital Asset Management

In 2010 FMAA invested 599 million in copital assats.

Mew Air Terminal Building

The FMAA announced the Mew Air Terminal Building project on December 10, 2010. The Air Terminal Building will be about
14,000 square metres and will have up to eight gotes, served initially by three bridges, with the others being ground loading
gates, A fourth bridge will be added os iraffic grows. The building will be constructed on a site south of the exisling air terminal
building with a new access from Highway 69, The terminal will be a highly fundional and efficient building with many
amenities aimed at a high-level of customer satisfaction and servica. Improvements will include all aspedts of service: road
occess, parking, check in, security, held room spoce baggoge handling, food and beverage, retail, rental car facilifies, arrivals
level convenience, barrier free and general passenger experience. There is also o provision to make the terminal an
International Airpart, with flights for both carge and passengers going o and from the USA and Mexico.

Dwuring 2010 7.1 million was invested in this project primarily for design and some site works.

Maintenance Capital

In addition fo the new Air Terminal Building, a further $2.8 million was invested in ongeing capital expendifures af the airpor.
The most significant projects induded the development of a new administration centre (51.2 million), air terminal building
improvemnents ($0.4 million), airside lighting improvements {$0.3 million), parking improvements (30.3 millien} and other
projects (30,6 million).

Outlock

The aconomy recovered in 2010 from the economic volafility experienced in 2009. There confinues to be some uncerfainty,
particularly in the Middle East; however, economic condifions are expedied to continue to improve. An area fo watch is how
governments withdrow the monetary and fiscal stimulus programs without pulting the economic recovery of nisk, If these
programs are withdrawn foo quickly the recovery could stall, while if done too slowly inflation could rise quicker dampening
longer-term growth.

The Alberta econamy has weathered the economic downlurn and is refurning 1o o sustainable poce of growth, Over the
medium term, strengthening investment, particularly in the uncenventional oil sector, will boost employment and incomes in the
province, despite weakness in tha convenfional gos sedor.
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Passenger Trends

Growth in passenger activity al the FMA is inexiricably fied 1o copital expansion in the Athabasca Oil Sands. As we move
beyond the current downturn into the next economic cycle, Ferl McMurray is well-posilioned 1o enjoy continued air service
growth and an expansion of the air service route network.

At the infernafional level, Canada is confinuing with the implemeniation of air service liberalization, albeit af o modest pace,
The FMAA is working to further improve scheduled passenger services in the years ahead. The inclusion of an infernafional
component in the new air terminal building and discussions with the Canada Border Services Agency for customs services
could provide the opportunity for a scheduled and charter international servica with the opening of the expanded facilities, if
not before.

The Canada-United States market hos grown substantially over the past few years and FMAA has hod expressions of interest
from air sarvice providers fo satisfy this market. Mear-term growth in this market may be sfimulated by the balance in
currencies and provide increased opportunities for growth in the short-term.

The Canadian air camier indusiry, dominated by Air Canoda and Westlet, has experienced a level of success thot parallels
the Canadian economy. To date, aircraft load factors have remained high and both carriers have laken sieps fo cope with
fluctuations in costs and demand. Fort McMurray confinues fo be an important domesfic ongin/destination airport for both
carriars and this role will grow in the years chead. Scheduled air travel to the north is provided by Tier 3 carriers and
confinues to be an important part of our service. Other small regional carriars will confinue to find niche markets using FMA
as a regional hub.

Five Year Financial Information

The following five-year financial outlock is based on current assumptions that are believed lo be most likely given the current
economic climate over this pariod. Possenger volumes, parking use, leasing adivity, construction costs and copital investments
are all critical supporting assumptions.
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Five Year Financial Information

$, Except Ratios

2013

2014

2015

REVENUE

Airport Improvement fee

(net collection costs)* $ 9312915 $ 10,142,801 § 11824380 § 13320976 § 13,664,002
Airport Revenue 5,271,451 5,511,302 5,762,065 6,465,035 6,759,196
Parking, Leases & Other 5,360,663 5,639,843 b 726,715 6,362 382 6,668,307
Total Revenue 19,845 019 21,193,945 23,312,160 26,138,393 27,081,505
EXPENSES

Opearating Expenses 8.262 213 8 597 282 8 845 066 11,143,100 12,505 847
Total Expenses 9,262,213 9,597,292 9,945,066 11,143,100 12,505,847
EARNINGS BEFORE INTEREST,

TAXES, DEPRECIATION &

AMORTIZATION A 10,682,807 11,596,654 13,367,084 14,995,204 14,575,658
Interest (Net) B (46,345) (226,358) (528,855) 4,194, 378 8,725,189
Available Cash Flow (A-B) 10,729,151 11,823,012 13,885,049 10,800,016 5,850,469
Amortization 10,939,744 11,009,744 11,149,744 14,586, 444 18,023,144
Net Earnings (Loss) (210,592) 813,268 2,746,205 (3,785,528) (12,172,676)
Maintenance Capital Expenditures C 1,705,000 1,400,000 1,400,000 1,400,000 1,400,000
Debt Service Amount

Principal Payments 17,008 527 - - 1,886,368 3,903,804
Interest Payments

(Including caphtalized) D 413,655 3,913,642 7,935,145 B,748,378 B,725,189
Debt Service Amount E 17,513,182 3,913,642 7.935,145 10,634,746 12,629,083
Interest coverage Ratio ((A-C)/D)

Required > 1.25 21.70 261 1.51 1.55 151
Debt Service Coverage Ratio (A/E) 0.61 2.96 1.68 1.41 1.15
“inchides Passanger Faciltation Fee

www.flyfortmac.co
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Capital Expenditures

The following table summarizes the projecied maintenance and air terminal building project capital expendifures that are
required for the next five years at FMA.

2013 2014 2015
Maintenance § 1705000 § 1,400,000 § 1400000 § 1400000 § 1,400,000
ATE Project 65,764,624 82,000,000 28,156,584 14,078,292 -

Total Capital Expendenitures $67,489,624 $83,400,000 $20,556,584  §$15,478,292 $1,400,000

Net Assets

Net Assets transferred from the Regional Municipality of Wood Buffalo, January 1, 2010 §143,373,908
Less Net Book Loss for the four quarters ended December 31, 2010 $(3,041,700)
Net Assets, December 31, 2010 $140,332,208

Authority 2010 Annual Report wuw.flyfortmac.ca



FORT MCMURRAY AIRPORT AUTHORITY

FINANCIAL STATEMENTS

For the Year ended December 31, 2010
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STATEMENT OF MANAGEMENT ACCOUNTABILITY

The finandal statements of the Fort McMurray Airport Authority {"the Authority”) are the responsibility of management and
have been approved by the Board of Directors. The Autherity's audited financial statements include disclosures necessary
for o fair presentation of the financial pesition, resulis of operofions and cash flows of the Autherity and have been
prepared in accordance with Canadian Accounfing Standards for nof for profit organizafions [("GAPP"), and discosure
otherwise required by the lows and regulations fo which the Authority is subject.

Deloitie & Touche LLE an indepandent firm of Chartered Accountants, has bean appointed by the Board of Directors as
axternal cuditors of the Authority. The Independent Auditor's Report to the Board of Diredlors, which describes the scope of
their examinafion and expresses their opinion, is presented herein. The Board of Direclors has appeinted a Finance and
Audit Committee, whose members are not employees of the Authority.

The Finance and Audit Commitiee of the Board of Directors meels pariedicolly with management and independant

ouditors fo review significant accounting, internal conirols, ond audifing matiers. They clse review and recommend the
annual financial statements of the Authority fo the Board of Direciors.

Scoft Clements Ter Hamer
President and Chief Execufive Officer Chief Financial Officer
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FORT MCMURRAY AIRPORT AUTHORITY
Statement of Financial Position

As at December 31, 2010 and January 1, 2010

December 31, 2010 January 1, 2010
ASSETS $ §
CURRENT
Cash and cash equivalents 5,193,481 5,750,272
Accounis receivable 1,325,702 1,201,400
Imventory 180,091 193,784
Prepaid expenses 82,251 72,508
Mortgage receivable (Noie 4) 18,863 17,467

6,810,388 7235431

Tangible Capital Assets (Note 5) 148,928,721 150,749,453
Intagible Assets (Note 6) 50,822 0
Long-term Investmenis (Note 7) 720,688 843,751
Mortgage receivable (Note 4) 565,436 582,862
157,076,056 169,411,497

LIABILITIES
CURRENT
Accounts payable and accrued liabilities 1,817,655 2,248 467
Term debt (Note 8) 14,926,192 13,789,122

16,743,847 16,037,589

COMMITMENTS AND GUARANTEES (Note 11)

CONTINGENCIES (Note 13)

Met Assets 140, 208 143 373,908

157,076,055 159,411,497

APPROVED BY THE BOARD

Qo it

Director
Diractor

B/
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FORT MCMURRAY AIRPORT AUTHORITY
STATEMENT OF OPERATIONS AND NET ASSETS

For the Year Ended December 31, 2010

2010
REVENUE
Airport Improvement Fee 6,211,205
Other Airfield Revenue 4,965,339
Parking Revenue 2,220,075
Car Rental Agencies Revenue 1,840,033
Land Lease Revenue 480,797
Building Lease Revenue 512,713
Other Revenue 460,803
TOTAL REVENUE 16,690,965
EXPENSES
Amortization Expense 10,628,932
Salaries, Wages 4,792 320
Operating 1,820,019
General & Administrative 1,392,317
Airport Improvement Fee Handling 440,345
Loss on Disposal of Tangible Capital Assets 99,395
Financing Costs 187 928
Authority Board Costs 202,043
Other Expenses 69 366
TOTAL EXPENSES 19,732 665
NET DEFICIENCY OF REVENUE OVER EXPENSES (3,041,700)
NET ASSETS, BEGINNING OF PERIOD 143,373,908
NET ASSETS, END OF PERIOD 140,332,208
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FORT MCMURRAY AIRPORT AUTHORITY

Statement of Cash Flows
For the Year Ended December 31, 2010
December 31, 2010
NET INFLOW (OUTFLOW) OF CASH RELATED $
TO THE FOLLOWING ACTIVITIES
OPERATING
OPERATING
Net Deficiency Of Revenue Over Expenses (3,041,700)
ltems not affecting cash:
Loss on disposal of tangible capital assets 99,395
Amortization of tangible capital assets 10,610,815
Amortization of intangible assets 1?.ﬁ
7,686,627
Change in non-cash working capital tems
Accounts Receivable (124,302)
Inventory 3,693
Prepaid expenses (9,743)
5 pa lizbilit (430,812)
7,125,463
INVESTING
Repayments of Morigage Receivable 16,030
Expenditures on Major Capital Project (7,185,578)
Other Capital Expenditures (2,768,694)
Purchase of intangible assats (67,762)
Procesds from disposal of Tangible Capital Assels 1,074,794
Net change in Long term investments (Note 7) 121,886
(8,818,324)
FINANCING
Proceeds from term debt 1,412,626
Bepayment of term debt (275,556)
1,137,070
NET CASH FLOW (556, 791)
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 5,750,272
CASH AND CASH EQUIVALENTS, END OF YEAR 5,193,481
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MOTES TO THE FINANCIAL STATEMENTS
Year Ended December 31, 2010

1. MATURE OF OPERATIONS

The Fort McMurmay Airport Authority (The “Authority”] was incorporated December 1, 2009 and begon operating January 1,
2010, under the provisions of the Regional Airports Authorities Act (Alberia) (the "Act”) for the purpose of managing the Fort
McMurray Airport (the “Airport”) in a safe, secure and efficient manner, and fo advance economic and community development
by promefing improved airline and transporiafion service and an expanded aviation industry. In accordance with the provisions
of the Act, all Authority surpluses are opplied fowards promoting its purpeses, and no dividends are paid out of the surpluses.
Surpluses in these finoncial stalements ore described as net ossefs.

It is expecied that the Authority’s sarnings that are gensrated from airpori-related operafions will be exempt frem income taxes
pursuant to the Airport Transfer (Miscallaneous Matters) Act ("ATMMAT), 5.C., 1992 C.5.

Transfer of Assefs

Effective Januwary 1, 2010 the Authority eniered info a Transition and Transfer ogreement with the Regional Municipality of Wood
Buffalo to transfer the assels and operations of the Forl McMurray Regional Airport Commission (the “Commission”) fo the
Authority. Tangible Copital Assets of tha Commission were transferred to the Authority for a neminal amount through a Bill of
Sale, Assignment and Assumption Agreement. Tangible Capital Assets were recorded on transfer at the carrying amount of the
Commission.

The Regional Municipality of Wood Buffale, through Council Resolution January 26, 2010, formally transferred mambership and
inferast in tha Commission to the Authority fo be effective January 1, 2010. The Authority assumed the operations of the former
Commission as a subsidiary of the Authority, appointing the Authority Chief Executive Officer and Chief Financial Officer as sole
directors of the Commission. Upon fransfer, the ossets, liobilities, ond net cssets of the Commission were assumed by the
Authority. The impacd of the Commission Transifion and Transfer is reflected in the Statement of Financial Posifion January 1, 2010
balances.

2. ADOPTION OF A NEW ACCOUNTING FRAMEWORK
During the year ended December 31, 2010, the Authority early adopied the new Conodion accounting standards for
non-for-profit erganizations (the “new slandards") odopied by the Canadian Institute of Chartered Accountants ["CICA"). In
accordance with Secfion 1501 of the CICA Handbook, First-Time Adoption by Mot-for-Profit Organizations [“Section 1501%), the
Authority has prepared and presented an opening stetement of financial posifion at the date of fransition fo the new standards.
This opening statement of financial position is the starfing point for the enfity’s accounting under the new standards. In its opening
statement of financial position, under the recommendations of Seclion 1501, the Authority:
a. Recognized all assets and liobilities whose recognition is required by the new standards;
b. Did nel recognize flems as assels or liabilifies if the new standards do not permil such recognifion
. Reclassified ilems that it recognized previously as one type of asset, liability or component of net assets, but are

recognized as a different type of asset, liability or component of net assets under the new standards; and
d. Applied fhe new siondards in meosuring oll recognized assets and liobilities.

As described below, the Authority has elected fo adopt the exemplions available under Section 1501 relafing to fair value of
capital ossets.
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Tangible Capital Assets

The Authority hos used one of the exemplions provided in Section 1501 and has elected to measure its land and buildings, and
certain vehicles and equipment, excluding the new lerminal which is under consiruction, al its fair value as af January 1, 2010.
This fair value becomes the deemed cost of the assets.

Included in net assets is on edjusiment of 3118,702,723 as of Januvery 1, 2010 representing the difference betwesn the fair value
of land and buildings, and cerlain vehides and equipment, and its transferred amount,

3. ACCOUNTING POLICIES
The financial stafements have been prepared in accordance with Canadian accounting standards for not-for-profit arganizafions
("GAAP”) ond reflect the following significant necounting policies:

Cash and Cash Equivalents

Cash and Cash Equivalents indude cash on deposit with financial insfitutions and sherl-term investments with maturifies of three
maonths or less from the date of acquisition. Cash and cosh equivalents also inchede bank indebtedness consisting of overdrawn
bank accounts. Bank indebtedness is included in cash and cash equivalents as it regulardy fluciuates from being posifive fo aver-
dranw.

Accounis Receivable

Accounts receivable are stated ofter evaluafion as fo their collectability and an appropriate allowance for doubiful accounts where
considered necessary.

Inventary

Inventary is valued at the lower of cost and the net realizable value with the cast being defermined on a first in, first out basis.

Tangible Copitol Assets

Tangible Capilal ossels exclude the cost of focilities construcled on airport lands which are owned by fenants. Incremental
interest incurred during the construction of langible copital assels of $325,102 are induded as parl of the cosl of the assais.
Tangible Capital assels are recorded af cost.

Ameorfization is bosed on their estimated useful lite ot the following rotes using the siraight line method:

Buildings 15-34 yeors
Maintenance Equipment 10 years
Mirside/Groundside Paving Structures 10 years
Airside Lighting Structures 10 ysars
Parking Lois &-20 years
Apron & Taxiways 11 years
Light Yehicle Fleel 4.5 years
Fire Trucks 10 years
Firefighter Equipment 5 years
Furniture & Fixdures 5 years
Computer Hardware 3 yeors
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Intangible Assats
Intangible assets with a finite life are accounted for of cost. Amordization is based on their esfimaied useful life using the
straighl-line method over two years.

Long-Term Invesfments

Long-ferm invesiments are recorded ot cost. Eomings from these investments are recognized only fo the extent received or
receivable. The Authority recognizes in net eamings an impairment loss, if any, when it determines that o significont adverse
change has occurred during the period in the expected timing or amount of future cash flows. When the exdent of impairment of a
previously writhan-down osset decreases and the decrease can be related lo an evenl occurring after the impairment was
racognized, the previously recognized impairment loss shall be reversed in nel earnings in the period the reversal occurs.

Impairment of Long-Lived Assels

When a long-lived assel no longer has any long-term service potential to the Authority, the excess of ils nel carrying amount over
any rasidual value is recognized as an expense in the slalement of operalions. Mo impairment loss was recorded for the year
ended December 31, 2010,

Revenuve Recognition

The Authority recognizes revenue when persuasive evidence of on arrangement exists, delivery has occurred, the price fo the user
is fixed or determinable and colleclion is reasonably assured. Specifically, revenue generated from Airport Improvemant Fees,
Airfield revenues, fees charged for parking, Car Rental Agendes, land lease, building lease and other revenues, are recognized
as the airport fodilifies are ufilized. Concession revenues are charged on a monthly basis and are recognized on o percentoge of
sales or specified minimum rent basis. Other rentals are recognized over the term of the respeciive agresments. The Authority
follows the deferral method of revenue recogniion for externally restricted revenues.

Airport Improvement Fees

The Authority derives revenue from the Airport Improvement Fee ["AIF”), which is collected by air carriers pursuant fo an
agresment among various airports in Canoda, The Air Tronsport Association of Canada and air carriers ssrving oirports that are
signatories fo the agreement. AIF revenue is used 1o fund the costs of new airport infrastruciure, as well as major improvements to
axisting focilifies ol Fort McMurray Airport. The AIF as af Decamber 31, 2010, was $20. It was 510 as of Januvary 1, 2010,
increasing to $20 in February, 2010 excepting for passengers deparfing to local area desfinafions. At December 31, 2010,
rwi‘i:lad cash related to AIF was § nil. The AIF revenue is recognized when deparfing passengers board their aircraft as reported
by the airlines,

Usa of Estimates

The preparation of finandial statements in conformity with Canadian Accounting Standards for Mot for Profit organizotfiens requires
management to make esfimates and assumptions that offect the reporfed amounts of assets and liabilifies and disclosures of
confingent assets and liabilifies of the dafe of the financial statements, and the reporied amounts of revenues and expenses during
the year,

Financial instruments

Finandal assets and finandal liobilifies are inifially recognized of foir value when the Authority becomes o parly fo the confrochual

pravisions of the financial instrument. Subsequently, all financial insfruments are measured af omorized cost except for the
following instruments:
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Imvestrments in unfisted shares are measured ot cost less any redudtion for impairment;
Investrnents in listed shares ond derivafive financial instruments that are nol designated in a qualifying hedging

relafionship are measured at fair value ot the balance sheet date. The fair value of listed shares is based on quoted bid prices
while the fair value of the derivative financial instruments is based on fair value confirmafion received from the banker with
whom those insfruments are negofiated. Fair value flucluations including interest sarmed, interest accrued, gains and |osses
realized on disposal and unrealized goins and losses are included in other income.

Transacdtion costs related to financial instruments measured af foir value are expensed as incurred. Transaction costs related to the
other financial instruments ore added fo the carrying valus of the asset or netted against the carrying value of the liability and are
then recognized over the expected life of the instrument using the straight-line methed. Any premium or discount related to an
instrument measured at amortized cost is amortized over the expected life of the itemn using the straighi-line method and

recognized in nef earnings os inferest income or expense.

With respect fo financiol assels measured ot cost or amorfized cost, the Authorily recognizes in operations an impairmant loss,

if any, when it determines that a significant adverse change has occurred during the period in the expacted fiming or emount of
future cash flows. When the extent of impairment of a previously written-down ossel decreases and the decrecse can be related to
an evenl occurring affer the impairment was recognized, the previously recognized impairment loss shall be reversed in operalions

in the peried the reversal occurs.

4. MORTGAGE RECEIVABLE

The Authority assumed a mortgoge receivable previously odvanced by the Commission to a member of the Senior Manogement.
The morigage bears interest ot 3.5% per annum, principal and interest payments of 51,437 biweekly and is due May, 2033. The
loan is secured by the related asset. The current portion of the morigage is $18,863 (January 1, 2010 - 517,447) and the
long-term portfion of the morigage is $565,436 (January 1, 2010 - $582,862). The total amounts owing fo the Authority as of
December 31, are 3584,299 (Janvary 1, 2010 - $600,329). Interest incoma sarmed in the year was $21,344,

5. PROPERTY, PLANT AND EQUIPMENT

Decamber 31, 2010 Jangary 1, 2010

Buldings
Mirerancs Equipman

Groundsids Paving Sinuciunss

Alrsids Paving Struciures

Parking Lats
Apren & Texhueys
Light Vahicls Flaal
Fira Trucks
Firefighter Equigrment
Fumiturs A Fiztures

Compuier Hardware

Ammorization Hat Book Valus Hat Book Valus

[} § D4ES0.500 % 24,600,500
38,185 37548202 0,883,127
12847 122,643 115957
484 8,168 g
4,406,643 38,70, 008 43,850,000
223,088 2145554 2,081,519
264,002 22T 8 2,308,181
3,775,838 oOF 76,375 41,535,313
by AL55,878 3,118,080

138,726 1221536 1,357,282

The Royal Bank of Canada holds a General Security Agresment over all personal property of the Fort McMurray Airpart Authority.

www.flylorimac.ca
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6. INTAMGIBLE ASSETS

December 31, 2010 January 1, 2010
Accumulated
Cost Amoriization Net Book Value MNet Book Value
Computer Software $ 67,762 $16,940 $ 50,822 30
$ 67,762 $16,940 $ 50,822 50

7. LONG-TERM INVESTMENTS

December 31, 2010 January 1, 2010

Guaranteed Deposits $563,322 658,208
Alberta Qilsands Inc. 12,150 12,150
995442 NWT Lid. (Nova Hotel) 145,216 146,393

$720,688 $843 751

Guaranfeed Deposits
Guaranteed Deposits, including acerued inferest, consist of Guaronteed Investment Cerfificoles with imerest rales ronging from
1.9% to 4.5% and malurily dates from August 2011 to July 2014,

Alberta Oilsands Inc.

The Authority holds a royalty inferest on oil production from its property and warranis fo purchase 2,000,000 shares of Alberia
Qilsands Inc. [ADS). The investment in ADS is recorded of cost being the legal costs incurred in reviewing the warrant agreerment.
The agresment included warrants lo acquire shares of prices currently in excess of market, and an overriding royally on preduction
from airport lands.

P95442 NWT Lid. (Neva Hotel)

The Authority has a 30 yeor lease with 995442 NWT Lid. for a hotel at the airport. The Authorily investrment in 995442 MNWT Lid.
consists of the engineering and legal costs fo review the lease agreement. The hotel opened September 2010 and pays a nominal
monthly rent plus a percentoge of gross revenue, The carrying costs are amortized over the remaining life of the lease.

8. TERM DEBT
At December 31, 2010, the Authority hod a lerm loan with the Royal Bank of Canoda, bridge financing for the Mew Terminal,
subject to interest only payments af prime + 0.5%. Subsequent o the year end, the loan was paid in full. See note #16.

The Authority also hed a Royal Bank of Conoda business term loan for existing runwoy ond other capitol requirements, loan
inferest at prime plus 0.5%. Subsequent o the year end, this loan was also paid in full, when long ferm finanding was secured
from The Alberta Capital Finance Authority. See nole #16. These debls with the Royal Bank of Canada are included as a current
liability on the Statement of Financial Position.
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Capital debt relating to the Autharity is as follows:

December 31, 2010  January 1, 2010

Bridge Financing $9,552,860 $8,140,234
Business Term Loan 5,373,332 5,648,888
$14.926,192  $13,780,122

Under the terms of the facility, the Authority must salisfy cerfain resirictive covenants as to debl service coverage, and funded debt
to earmnings before interest, faxes and omortization. As of December 31, 2010, the Authority is in compliance with all such
covananis,

9. RELATED PARTY TRANSACTIONS

Morigoge Receivable
Tha Authority assumed a morgage receivable fo a member of Senior Management. See Mote 4 for parficulars.

Regional Municipality of Wood Buffalo (RMWB]

The RMWE iz an appoinfee of three dirediors to the Board of Direciors of the Authority, and had previously appointed all directors
to the predecessor Board of Directors of the Commission. The net assets of the Commission were lransferred o the Authority with
an effective date of January 1, 2010.

In 2010, the RMWB approved o By-Law which waives the RMWE porfion of property toxes while |leaving the Authorify responsible
for only that porfion of the properfy toxes that are paid fo the Provincial Government, as well as that portion of the property foxes
used for Senior Cifizen support.

Staff Hoysing

The Authority owns seven siaff housing units all of which are rented fo current employees. The rentol charge is based on the
housing policy of the RMWE. |t is slightly below the perceived market rent in the communily and has been freated as o taable
benefit to the involved employees. To the end of the current fiscal period, staff rents lolaled 5138,398 and the direct expenses
associated with thess are $1017,152.

These transoctions are measured af the exchange omount, which is the omount of considerotion established and ogreed to by the
related parfies.

10. PEMSIOMN AND RETIREMENT PLAMNS
Employees of the authority participate in the Local Authorities Pension Plan (LAPP], which is ene of the mulfi-owner plans coverad
by the Public Sector Pension Plans Act of Alberfa.

Total service confribufions by the Authority fo the LAPP were 3269681,

The Authority has a defined coniribution supplementary refirement plan for Senior Execufives.  The expense recorded in the
statements for the year is $31,417. The Authority requires members fo confribuie to the plan of o rafe equal fo thot required by
LAPE
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11. COMMITMENTS

The Authority intends to consiruct a new Airport Terminal with o projecled opening of spring 2014, the approximate total
construction cost of which is $198.2 million. As at December 31, 2010 the Authority has not entered info any construction
contracls or commitmeants relaled fo this planned project.

12. ANANCIAL INSTRUMEMTS

The Authority's financial instruments consist of cash and cash equivalents, occounis receivable, morigage receivable, long ferm
investments, and other like amounts that will result in future cash receipts, as well as accounts payable and accrued liabilities,
long-ferm debt and other like amounts that will result in future cash outlays.

Credif risk

The Authority is exposed lo credit risk as it provides credit to a lorge number of customers in the normal course of it operations.
This risk is minimized through the Authority’s diverse customer base and assessment of potential customer’s finandal condition
prior fo exdending credit.

Inferest Rate Risk
|nterest rate risk is the risk that the value of a financial instrument might be adversely affected by a change in the interest rates.

in market interest rates may have an effect on the cash flows associated with some financial assets and liabilities, known
as cash flow risk. In seeking to minimize the risk from interest rate flucuations, the Authority monoges exposure through its normal
operating and financing aciivities. The Authority is exposed to inferest rofe risk with respect fo ferm loans subject fo refinandng.

13. CONTINGENCIES

In the nermal course of operations, there are pending claims against the Authority or assumed from the predecessor Commission.
Lifigation is subject to many uncerainties, and the culcome of individual matters is not predicdable with assurance. In the opinion
of management, it is not possible to predict the ulimote ocutcome of these dlaims, if any, which may result.

14. ECONOMIC DEPENDENCE

Revenue generated from major airlines such as Air Canada / Jazz and Westlel account for approxdmately one-half of tolal
revenues on a recurring basis. In addifion, passengers flying with these airlines generate o significant porfion of remaining
revenue amounts. The Authority’s ability o confinue vorioble operations is dependent on Air Canada / Jozz and Westlet
continuing fo fly fo and from the Airport. As of the financial steferment date, the Authority believes that their relationship with these
airlines will continue info the foreseesable fulure.

15, CAPITAL MANAGEMENT
The Authority’s objectives when manoging copital are:
= To safeguard the Authority's ability to continue as o going concern,
* To provide adequate capital to fund the Authority’s growth, without charging Air Terminal users any more than is
reasonably required.
* To meet debt covenanis of current and fulure debt obligations.

Liguidlity Risk
The Authority adively mainfains its credit focilifies to ensure it has sufficient available funds to meet current ond foreseeable finan-
cial requirements at a reasonable cost.
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Management believes that future cash flows from operations, along with available credit under esxisting banking fodlities, will be
odequate fo support the payment of the Authorifies finoncial liabilities. Further, management also believes that the planned
financing required for the new Airport Terminal project being planned will be adequalely serviced by the Airport Improvement Fees
payoble by depariing possengers.

1&. SUBSEQUENT EVENTS

Alberta Capital Finance Authorify (ACFA)

On March 7, 2011, the Authority secured long term financing for construction of the new Airport Terminal Building scheduled to
open April 2014, The new focility has esfimated fotal construction costs of 5198 million. Quarterly drows totaling 5198 million
have besn set batwaen March 2011 and Septamber 2012 at a fixed rats of 4.719% for thirly years, dus March 15, 2041, nterest
only payments commence Saplember 2011 with principal and inferest payments scheduled to commance Septembar 2014 in the
amount of 13,046,904 annually. The debenture is sacured by o first charge on all Authority ossets,

A Lether of Credit in the amount of up ta 310 million in support of the debenture issuad by the Alberta Copital Finance Authority
has been arranged by the RBC, pari passu with ACFA.

On March 21, 2011, the indebtedness with RBC of the Term Loans [Nofe 8) has been refired in full from the proceeds of the ACFA
financing and from funds on deposit.
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17. DIRECTOR & OFFICER REMUNERATION
This information is provided pursuant to The Regulafions of the Ad.

Total compensation paid and expenses reimbursad fo each Direclor in 2010 wes:

DIRECTOR REMUNERATION — mﬁﬂrﬁ: Travel
Jeffery Fitzner 25,555 1,322
Mildred Ralph 11,149 1,027
John Coyne 14594 2,803
Roxanne Wells-Devany 12,975 4 458
Jonathan McKenzie 12,939 0
John Howard 16,133 1,079
Sheldon Schroeder 15,122 274
Roy Williams 11,301 4,979
Peter Wallis 5414 2,401
OFFICER REMUNERATION
Total Compensation for Authority Officers in 2010 was as follows:

CEO Co0 CFO
Salary (1) $176,071 $148,375 $131,189
Pension Plan (2) 16,157 15402 15,082
Taxable Benefits (3) 23695 19,121 204862
Bonus (4) 40,000 24246 20,950
GROSS INCOME $255,923 $207,144 $187,703
Travel _$32827 _$7400 $7.702
Development & Training 5285 $4271  SLITS

(1) Salary includes base solary and employes paid confributions.

|2} As disclosed in Nobe 10, tha CEQ and CFO parlidipate in o supplementary
refirement plan for senior executives.

(3} Taxable benefits include vehicle allowances, health benefits poid and
cost of living allowances

(4) Induded in Accounts Payable and Accrued Liabilities
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Fert McdVMumay Asrport Authomnty Admirnistration:
Site 1, Box 9, RR1 Phone: 780-790-3910
Fort McdMurmay, AB T?H 5B4 Fox: 780-790-3904

www.flyfortmaoc.ca Email: info@flyfortmac.ca
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