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Introduction

The following commentary and analysis of the operating results and financial position of the Edmonton Regional
Airports Authority (Edmonton Airports) for the six months ended June 30, 2006 should be read in conjunction with
the unaudited consolidated financial statements and related notes contained in this interim report as well as the
Management Discussion and Analysis and the audited financial statements and related notes contained in the
2005 Annual Report.

Edmonton Airports’ financial statements reflect the combined results of operations of the Edmonton International,
Edmonton City Centre, Cooking Lake, and Villeneuve Airports.

Edmonton Airports recorded overall net earnings of $6.0 million for the six months ended June 30, 2006, an
improvement of $3.5 million over the 2005 net income of $2.5 million. The increase in net earnings is primarily
the result of increased passenger levels and aircraft movements which contributed to higher airside and general
terminal revenues, parking, concession and Airport Improvement Fee (AIF) revenues. The increased revenues
helped to offset the increases in operating expenses (excluding rent expense) and amortization.

The approved 2006 Capital Plan initially identified approximately $12.5 million in projects for all airports. During
the 2™ guarter additional funding of $5.8 was approved by the Board for the completion of a parking lot
expansion. For the six months ended June 30, 2006, Edmonton Airports has approved capital projects totaling
approximately $12.9 million, the most significant of which are $5.8 for the parking lot expansion, $2.1 million for
paving projects, $0.9 million for runway visual aid upgrades, $0.4 million for area modifications for the new hotel
development, and $0.3 million for a runway sweeper.

Edmonton International Airport Passenger Volumes

During the first two quarters of 2006, a total of 2,472,080 enplaning and deplaning passengers used Edmonton
International Airport, compared to 2,156,477 passengers for the same period in 2005 representing an increase of
14.6%. By sector, Domestic passengers for the two quarters increased by 15.5% when compared to 2005; while
Transborder increased by 10.3%, and International passengers increased by 11.8%.

EDMONTON REGIONAL AIRPORTS AUTHORITY
Passenger Traffic by Sector

Three Months Ended Six Months Ended
June 30 June 30
2006 2005 % 2006 2005 %
Domestic 1,060,310 895,075 18.5% 2,041,454 1,767,296 15.5%
Transborder 163,010 141,710 15.0% 327,704 297,096 10.3%
International 30,429 29,882 1.8% 102,922 92,085 11.8%
Total 1,253,749 1,066,667 17.5% 2,472,080 2,156,477 14.6%
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Results of Operations

The table below shows Edmonton Airports combined operating earnings for the three and six months ended June
30, 2006 with comparative figures for the same periods in 2005.

EDMONTON REGIONAL AIRPORTS AUTHORITY
Statement of Operating Earnings (000’s of dollars)
Unaudited

Three Months Ended Six Months Ended
June 30 June 30
2006 2005 2006 2005
Operating Revenue:
Airside and general terminal $ 7,256 $ 6,482 $ 14,505 $ 13,058
Parking and Car Rentals 4,656 3,857 9,110 7,606
Concession 1,611 1,449 3,137 2,801
Real estate leases 764 757 1,494 1,494
Other revenue 28 21 43 28
14,315 12,566 28,289 24,987
Operating Expenses:
Salaries and employee benefits 3,496 3,509 7,150 6,935
Service, maintenance, supplies
and administration 3,556 3,349 7,120 6,811
Utilities, insurance and property taxes 1,260 1,259 2,809 2,685
Canada Lease Rent 1,263 3,181 2,451 6,362
9,575 11,298 19,530 22,793
Operating Earnings $ 4,740 $ 1,268 $ 8,759 $ 2,194

The calculation of Operating Earnings excludes AlF, Police and Security and Canada Lease Capital Credit (in
2005) revenues as well as AIF Collection Costs, Police and Security, Interest and Amortization expenses.

Operating Revenues

Operating revenues for the six months ended June 30, 2006 were $28.3 million compared to $25.0 million for the
corresponding period in 2005 (13.2% increase). The 2006 operating revenue was higher due to increased
passenger and aircraft activity which contributed to higher airside and general terminal, parking, and concession
revenues.
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Operating Expenses

Operating expenses for the six months ended June 30, 2006 were $19.5 million compared to $22.8 million for the
corresponding period in 2005 a reduction of 14.5%. The increase in Salaries and employee benefits of $0.2
million are primarily the result of negotiated increases for unionized staff. The increase in Services, maintenance,
supplies, and administration of $0.3 million are the result of additional costs for the dedicated passenger security
line for intra-provincial travel. The increase in Utilities, insurance and property taxes of $0.1 million are the result
of minor increases in property tax assessments and insurance premiums. Canada Lease Rent expense is down
by $3.9 million as a result of the new ground lease agreement with the Crown. This agreement is to be phased in
during the period 2006 to 2009. During this period, the actual rent amounts have been predetermined. While the
rent expense amount has been reduced, this reduction has been offset, on a net earnings basis, by the
elimination of the Canada Lease Capital Credit, a non-operating revenue item.

Operating Earnings (Loss)

Operating earnings for the six months ended June 30, 2006 were $8.8 million, an increase of $6.6 million over last
years’ operating earnings of $2.2 million. The increase is primarily the result of increased operating revenues as
a result of increase activity and lower lease rent expenses resulting from the new rent agreement effective this
year.

Net Earnings (Loss)

There were net earnings of $6.0 million for the six months ended June 30, 2006 compared to net earnings of $2.5
million for the same period in 2005. This improvement is the result of the increase in Operating Earnings as noted
above, lower interest expense, plus an increase in AlIF revenues (9.5%) as a result of the increased passenger
volumes. These increases were partially offset by the elimination of the Canada Lease Capital Credit revenue
stream as a consequence of the new rent agreement, an increase in AIF collection costs and amortization
expenses which increased as a result of ongoing capital investment.



