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Executive Summary

This report has been prepared by Strategic CondeetSCI) and Wade Locke on behalf of
the St. John's International Airport Authority (84l or the Airport). The primary purpose of
the study is to quantify the economic footprintlué Airport’s operations on the economies of
the Avalon Peninsula (the local impact area), Nemvtland and Labrador (NL or the
province) and Canada (the country). The econompact analysis takes into consideration
five sets of data including:

the SJIAA’s 2007 operating expenditures;

the SJIAA’s extensive capital expenditures forpeeod 1999 to 2008;

2007 employment and expenditure data obtained &aorvey of tenants operating at
the Airport;

non-resident tourism expenditures attributableasspngers accessing the St. John’s
International Airport as derived from air exit sayg; and,

2007 expenditures resulting from military persorer&d aircraft movement at the St.
John’s International Airport.

This report studies the economic impacts of thad@in'’s International Airport and provides a
guantitative measure of the Airport’s growing cdmition to the regional, provincial and
national economies. For the purposes of this repodnomic impact refers to the effect of
spending and employment associated with the Airport

Background

The St. John’s International Airport

Authority is a private, not-for-profit
corporation that is responsible for the
operations of the Airport pursuant to the
provisions of a long-term lease with the
Government of Canada. The corporate
structure ensures that all excess revenues over
expenses are retained and reinvested into the
Airport’s capital assets. The St. John’s
International Airport is a major airport
facilitating travel for

approximately 1.2 million passengers in 2007. Dy2007, the SJIAA generated $19.2
million in revenues and had expenditures totalipgroximately $36 million, which included
$16.3 million in ongoing operations and $20 millioncapital expenditures. Since 1999, the
SJIAA has spent more than $100 million on airpampiovements with an additional $23
million budgeted for 2008.

Strategic Concepts, Inc. October 2008
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Methodology

Key information was collected from the SJIAA, inding relevant financial information and
background statistical reports. Primary data Wss eollected from a variety of sources,
including: SJIAA officials, Transport Canada ofits, tourism publications and an airport
tenant survey of companies operating at the Airport

In this report, the Airport’s economic impact ha&eb estimated using an Input-Output model.
The economic impact model estimated the directréstiand induced economic impacts of
the SJIAA operations on the Avalon Peninsula, tlowipce of NL and Canada, taking into
account a range of prevailing socio-economic factdhe outputs of the model include the
following:
- employment generated by the commercial activitydoated by the Airport operator
and its tenants, military traffic, non-resident g@sger expenditures in the region and
other NL firms supplying goods and services toAirport;
estimates for incremental increases in income/GpmsBestic Product (GDP); and
provincial, federal and municipal treasury effects.

Study Results

The results contained in this study have been sumethbelow in Tables ES-1 and ES-2
according to employment/incomes and governmentige® Additional detailed analysis is
contained in the body of the report.

During 2007 the operations of the Airport, its tetsaand associated military expenditures
accounted for an estimated 7000 person-years ofogmpnt and over $360 million in
GDP/Income throughout Canada. Of this total, apipnately 5,260 person-years of
employment and $250 million in GDP/Income occuméthin NL. The corresponding
employment and GDP/Income within the local impaegathe Avalon Peninsula) was 5,130
person-years and $240 million, respectively. Ofp@na at the Airport, its tenants and
associated military expenditures also generateddillion in tax revenue to all levels of
government in 2007 throughout Canada, $49 millibwlich was received from within NL.
The tax revenue to all governments within the laggdact area was approximately $48
million.

Table ES-1 below summarizes the employment andnedmpacts found in the course of
this study.

Strategic Concepts, Inc. October 2008
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Table ES-1
SJIAA Employment and Income Analysis
Summary Findings

Avalon Rest of NL Total NL Rest of Total
Peninsula Canada
Employment (person-years)
Direct 3,545 0 3,545 0 3,545
Indirect 846 55 901 713 1,613
Induced 739 75 815 857 1,671
Total 5,129 130 5,259 1,571 6,830
Income/GDP (M$Cdn)
Direct $130.7 $0.0 $130.7 $0.0 $130
Indirect $48.9 $3.2 $52.1 $54.0 $106
Induced $57.7 $4.6 $62.2 $64.5 $126
Total $237.3 $7.7 $245.0 $118.5 $363

7
1
g
5

Government revenues from operations at the St.’dahternational Airport are summarized
below in Table ES-2.

Strategic Concepts, Inc.
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Table ES-2
SJIAA Government Revenue Analysis ($'000’s)
Summary Findings

Government Revenue by Area
Avalon Rest of NL Total NL Rest of Total
Peninsula Canada
Provincial Government
Direct $8,004 $0 $8,004 $0 $8,004
Indirect $2,215 $182 $2,396 $2,855 $5,180
Induced $6,760 $349 $7,111 $5,213 $12,322
Total $16,980 $531 $17,511 $8,068 $25,579
Federal Government
Direct $12,690 $0 $12,690 $0 $12,690
Indirect $3,774 $283 $4,056 $5,140 $9,198
Induced $11,375 $572 $11,947 $9,657 $21,604
Total $27,839 $855 $28,694 $14,797 $43,492
Municipal Government
Direct $1,874 $0 $1,874 $0 $1,874
Indirect $541 $29 $570 $699 $1,069
Induced $762 $46 $809 $1,180 $1,989
Total $3,178 $76 $3,254 $1,877 $5,131

Impacts from Capital Program — 1999-2008

Table ES-3 below illustrates the economic impaaimfthe Airport’s capital expenditures for
the 1999-2008 time period. As this table indicaties impacts from the Airport’s capital
expenditures over the past ten years have alsodigeificant, having generated 1,262
person years of employment in NL and another 1i@26e rest of Canada. This activity in
turn generated over $63 million in incomes to theddonomy and another $93 million in the

rest of Canada. The combined government revemassthis activity have totalled over $31
million.

Table ES-3
SJIAA Capital Program 1999-2008
Summary Findings

Avalon Rest of Total NL Rest of Total
Peninsula NL Canada

Employment (Person-Years)
Direct 0 0 0 0 0
Indirect 984 49 1,033 703 1,736
Induced 203 26 229 524 753
Total 1,188 75 1,262 1,226 2,489

GDP/Income ($000)

Direct $0 $0 $0 $0 $0
Indirect $42,282 $3,411 $45699  $51,788  $97,4f6
Induced $15,624 $1,686 $17,31d  $41,36Ff  $58,676
Total $57,906 $5,096 $63,002 $93,15p  $156,152

Provincial Revenue ($000)
Direct | so | so | so | s0o [ s0
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Avalon Rest of Total NL Rest of Total
Peninsula NL Canada
Indirect $1,642 $184 $1,826 $3,106 $4,93
Induced $1,769 $158 $1,927 $3,667 $5,59!
Total $3,411 $342 $3,753 $6,772) $10,57
Federal Revenue ($000)
Direct $0 $0 $0 $0 $0
Indirect $2,565 $285 $2,850 $5,788 $8,63
Induced $2,987 $263 $3,250 $6,886 $10,13
Total $5,552 $547 $6,100 $12,678  $18,71
Municipal Revenue ($000)
Direct $0 $0 $0 $0 $0
Indirect $161 $27 $187 $577 $745
Induced $215 $19 $234 $851 $1,085
Total $376 $46 $422 $1,408 $1,830

Brief Historical Summary — Newfoundland Economy

With a long and prosperous history in the
fishing industry, the last half of the 20th
century has seen St. John's transformed into a
modern export and service centre. More
recently, its oil and gas and mining
developments have led to an economic boom
that has spurred population growth,
commercial development and has resulted
with St. John's and surrounding areas now
accounting for about half of the province's
economic output. Also, the rapid development
of the Alberta oilpatch through the use of rotasiobNewfoundland workers has increased
airport traffic. This has resulted in the Airpotitpacing growth projections for passenger
movements. The business community has benefitedlgfeom being able to use the Airport
as a means of traveling to conduct business bdibnadly and internationally. The benefits
are beyond the scope of this report but are qigtefeant.

Strategic Concepts, Inc.
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1.0 Introduction

This report has been prepared by Strategic CondeptySCI) and Dr. Wade Locke on
behalf of the St. John's International Airport Aartty (SJIAA or the Airport). The primary
purpose of the study was to quantify the economjaicts of the Airport’s 2007 operations
and its capital expenditure program from 1999 t0726n the economies of the Avalon
Peninsula, Newfoundland and Labrador (NL) and Canad

1.1 Study Objectives

The separate and cumulative economic impacts agedavith the operations of the Airport
terminal in 2007, including the operations of thepArt's tenants, related military
expenditures and associated tourism expenditutthencapital expenditures incurred by the
SJIAA from 1999 to 2008 were analyzed from fourspesctives:

1. A broad economy perspective, which considered tJinedirect and induced impacts on
employment and GDP/Income on the Avalon PenindNilaand Canada.

2. A provincial treasury perspective, which measureectl, indirect and induced taxation
impacts on the Governments of Newfoundland anddgdarand other provinces in
Canada.

3. Afederal treasury perspective, which measurectginedirect and induced taxation
impacts on the Government of Canada.

4. A municipal treasury perspective, which measureeadi indirect and induced taxation
impacts on the Municipal governments on the Av&eninsula, the rest of NL and the
rest of Canada.

1.2 Regional Setting

1.2.1 Location and Population
St. John's, the provincial capital, is located o éastern tip of the Avalon Peninsula on the
island of Newfoundland (see Figure 1).

St. John's, as illustrated in Table 1, is the mpogiulous metropolitan area in NL with a
population of 100,646. It is the second largesistis Metropolitan Area (CMA) in the

Atlantic Provinces after Halifax with a populationexcess of 180,000. The population of
both the City of St. John’s and St. John’s CMA imeseased modestly since the 2001 census,
with an average annual population growth rate ightlly less than 1%. Although this rate of
growth could be considered low in isolation, isignificant when compared to the overall
provincial population growth rate, which averagé8% annually between 2001 and 2006.

The St. John’s CMA is the fastest growing metrdpaoliarea in NL and includes the
neighbouring city of Mount Pearl and eleven otlosvrts, the largest of which are Conception
Bay South and Paradise. The population of NL'gdat municipalities is listed in Table 2.

Strategic Concepts, Inc. October 2008
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Figure 1: Map of Newfoundland

Table 1: Population of St. John’s, St. John's CMAAvalon Peninsula and NL

1991 1996 2001 2006 Change 1991
2006
St. John's 104,659 101,936 99,182 100,646 -3.8%
St. John's CMA 171,848 174,051 172,918 181,113 5.4%
Avalon Peninsula 253,203 251,523 242,875 248,418 -1.9%
NL 568,475 551,790 512,930 505,469 -11.1%
Source: Statistics Canada, 2006 Census
Table 2: Newfoundland’s 10 Largest Municipalities
Newfoundland’s 10 Largest Municipalities
Municipality 2001 2006
St. John's 99,182 100,646
Mount Pearl 24,964 24,671
Conception Bay South 19,772 21,966
Corner Brook 20,103 20,083
Grand Falls-Windsor 13,340 13,558
Paradise 9,598 12,584
Gander 9,651 9,951
Happy Valley-Goose Bay 7,969 7,572
Labrador City 7,744 7,240
Stephenville 6,588 7,109
Source: Statistics Canada, 2006 Census
Strategic Concepts, Inc. October 2008
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1.2.2 Labour Force by Industry

With a long and prosperous history in the fishéng, last half of the 20th century has seen St.
John's transformed into a modern export and sepgoére. More recently, its oil and gas and
mining developments have led to an economic bo@nhtas spurred population growth,
commercial development and has resulted in thddbin's area now accounting for about half
of the province's economic output. A summary ef L labour force by industry is
presented in Figure 2.

Figure 2: NL Labour Force by Industry (2006)
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40,000+

30,000+ ]
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10,000-—

=
]

Finance and real estd

Other service:
Business services
Health care and socij
services
Retail trade
Agriculture and other
resource-based
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Manufacturing
industries
Educational servicgs
Construction industrigs
Wholesale tradg

Source: Statistics Canada, 2006 Census
1.2.3 Growth Prospects
Growth prospects for employment in NL are projedtede moderate for 2008 and 2009.
Projections beyond this time frame are not avadalblthe time of this report but growth
prospects are anticipated to be high, especialgnronsidering the recent announcement of
the development of the Hebron offshore oil projadtich is anticipated to generate
approximately 4,500 jobs in the province. Hebrojust one of other potential large scale
projects in NL, and hence, the potential existsefggn greater growth in employment in the
years to come. Projections beyond this time fraredimited in scope due to the uncertainty
surrounding future economic growth, particularlytwiespect to the potential for large
projects such as the Hebron offshore oil projdcsummary of employment growth forecasts
from selected major financial institutions and emwoit research groups is provided in
Table 3.

Strategic Concepts, Inc. October 2008
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Table 3: Employment Growth Forecasts for NL

Agency Report Date 2008 2009
Atlantic Provinces Economic Council Nov/07 0.7 n.a
CIBC World Markets Oct/07 1.0 n.a
Scotiabank Group Mar/08 0.7 0.8
TD Economics Jan/08 1.1 1.4
BMO Nesbitt Burns Feb/08 0.5 0.8
Conference Board of Canada Feb/08 1.1 0.8
Royal Bank of Canada Apr/08 0.2 0.3
Private Sector Average 0.7 0.7
Department of Finance Apr/08 1.5 1.1

Source:  Government of Newfoundland and LabradomBodc Analysis and Statistics

As Table 3 illustrates, employment growth for NLnst expected to be significant over the
next year with private sector forecasters estingadim average total expected growth of 0.7%
for each of 2008 and 2009 and the provincial gavemt estimating 1.5% for 2008 and 1.1%
for 2009. It is interesting to note that the esti@s contained in the two reports released
before the March 2006 Hebron delay announcemergigngicantly higher than those reports
produced after it was announced that the projestdedayed. This is an indication of the
impact large projects can have on employment landise province.

In its Economy 2007 publication, the Governmeniefvfoundland and Labrador (GNL)
identified almost $8.4 billion worth of major caglipprojects that were either continuing or
starting in 2007. The 2008 list increased thigweste to $19.4 billion.

Some of the significant major projects that may ownce in the foreseeable future and
which will affect the economy of NL and thus th@gpects for the Airport’s continued
growth include the following:

Oil and Gas — Chevron’s Hebron, ExxonMobil’'s HibarBouth, Husky’s White Rose
Expansion
Mining — IOC Mine expansion, Aurora Energy proposidnium mine

Heavy industry — Harvest Energy Come by Chance &sipa, Newfoundland and
Labrador Refining Corporation proposed new refin®&tgle Inco - nickel processing
facility

Natural Gas — Newfoundland LNG Ltd’'s LNG storageilfty

With the exception of the mining projects, theJ®fn's area and Avalon Peninsula will be
the focal point for much of the activity relatedtbese projects.

Strategic Concepts, Inc. October 2008
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1.2.4 Economic Indicators
By almost all indicators, the St. John's metro @&enjoying significant economic growth.
Table 4 provides some selected economic indicéor3006 and 2007 for the St. John's
metro area.
Table 4: Selected Economic Indicators
St. John's CMA

Indicator 2006 2007 % Change 06-07
Real GDP (2002$M) 8,418 9,236 9.7
Personal income ($M) 5,765 6,029 4.6
Retail trade ($M) 2,513 2,744 9.2
Housing starts 1,275 1,480 16.1
Employment 93,400 94,500 1.2
Labour force 101,600 101,500 -0.1
Unemployment rate 8.1% 6.9%

Source: City of St. John'sSt. John's Statistical Profile

Strategic Concepts, Inc. October 2008
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1.3 St. John’s International Airport

On April 28, 1941, the history of the airport buiid was set in stone as construction began
on St. John’s first airport terminal. This was sthing to celebrate in itself, as it made NL
more accessible and positioned the city as annatemnal player. From the day the Authority
became privately managed in 1998, it has turneahapmofit government organization into a
successful private, not-for-profit, business operat

In 1999, the Airport underwent a massive
re-development project which was
completed in 2002. The redevelopment
project helped to reposition the Airport as a
global player, offering diverse services and
bringing pride to the community. The
redevelopment of the Airport has resulted in
significant growth; growth that would not
have been possible in the former terminal
building. Since the new terminal building
opened in 2002, passenger traffic traveling
through the Airport has increased by over
40% by 2007.

Given this continued growth, the St. John’s Intéioreal Airport Authority raised $55 million
in bond financing in 2007. The private bond placetestablished a solid capital platform for
future growth initiatives. The proceeds will be di$er major capital initiatives including the
resurfacing of the Airport’s secondary runway, ptenned expansion to the Airport Terminal
Building, the rehabilitation of the Authority’s nmabperations center, an upgrade of the
Airport’s winter operations vehicle fleet, as wall a number of new passenger services. As
the provincial economy continues to grow, so dbesAirport.

1.3.1 Location
The St. John’s International Airport is the most
easterly airport in North America (Latitude: 47
34'N, Longitude: 52 41’'W) and located just
less than 10 km from the downtown core of St.
John’s. ltis the only airport on the Avalon
Peninsula, which has a population of almost
250,000 or approximately 50% of the entire
population of the province.

St. John’s International Airport’s primary

market has a population of 181,113,
representing approximately 35% of the populatiothefisland of Newfoundland. Estimated
driving times between St. John’s and other munlitipa within the Airport’s primary market
are summarized in Table 5.

Strategic Concepts, Inc. October 2008
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Close to 80% of non-resident visitors enter thevjprce via the St. John’s International
Airport. The Airport serves as a connecting péintboth air travelers and those continuing
their journey by road. The entrance to the Airppdpproximately 1 km from the exit and
entrance ramps to the highway, which has recemiiynlvedeveloped providing improved
access to airport customers who reside outside. dio&n’s.

Table 5: Surrounding Municipalities

Municipality Distance (km) Estimated Driving Time
St. John's 10 15 minutes
Mount Pearl 15 20 minutes
Paradise 20 25 minutes
Conception Bay South 28 30 minutes
Clarenville 188 2 hours
Marystown 306 3 hours 15 minutes

Figure 3: St. John’s International Airport Location

1.3.2 Capital Expenditures

Both the historical and future capital expenditdmshe St. John’s International Airport are
summarized below. The re-development of the Airperminal Building was a significant
undertaking. The project took three years to cetepht a cost of $50 million dollars. Since
that time, the Airport has continued to investapital improvements, having spent another
$40 million on infrastructure, bringing total cagdiexpenditures at the Airport since 1999 to
over $96 million with another $23 million to be ested in 2008. The future growth of the
Airport could not have been supported without tmslertaking. The economic impact
associated with these capital expenditures are suined in Section 2.5.
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Table 6: St. John’s International Airport Capital E xpenditures

Year Capital Program Estimated Capital
Expenditure ($'000’s)

2008 Runway Improvements 23,000

2007 Facility Improvements & Upgrades 12,000

2006 Central De-icing / Multi Purpose Facility 1643

2005 General capital improvements 5,204

2004 General capital improvements 1,924

2003 General capital improvements 776

2002 Terminal Building Re-development 9,142

2001 Terminal Building Re-development 22,717

2000 Terminal Building Re-development 21,566

1999 Runway Re-construction 7,645
Total Capital Expenditures 1999-2008 119,278

Figure 4: St. John’s International Airport Capital Expenditures
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1.3.3 Aircraft Movements
St. John’s International Airport has the busiediedd in Newfoundland and second busiest in
Atlantic Canada. The Airport handled a total of53® aircraft movements during 2007.

2005 2006 2007

2008

Table 7 and Figure 5 illustrate the volume of @ftmovements for the 1998-2007 period.
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Table 7: St. John’s International Airport Aircraft Movements

Year Aircraft Movements
2007 39,539
2006 41,500

2005 41.446
2004 42.483
2003 43,132
2002 43,803
2001 47,620
2000 44,347
1999 53,075

Figure 5: St. John’s International Airport Aircraft Movements
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1.3.4 Passenger Traffic

During 2007, approximately 1.2 million enplaningladeplaning passengers were served by
the St. John’s International Airport. Passengafitr has risen by over 70% since 1998. The
most recent Transport Canada passenger projedatidicgate a continuing growth pattern of
2.8% per year for St. John’s International Airparhich is now forecast to reach the 1.8
million passenger level by the year 2020, basethedium growth projections.

While the number of passengers has increasedytileaircraft movements have decreased.
This can be explained by the fact that aircraft emgnts include all type of aircraft:
commercial, corporate jet, local general aviatioflitary, etc. However, the passenger traffic
only includes those travelling on commercial aifcrd herefore, the number of aircraft
movements does not reflect the growth in the nurmbpassengers travelling through the
airport terminal building. Another explanation ttie reduction in aircraft movements is that
there is no longer a flying school that operateStagohn’s International Airport and the

Strategic Concepts, Inc. October 2008



Economic Impact Analysis of the St. John's Intéometl Airport

10

airlines serving St. John’s have changed theit fibereby increasing the number of

passengers per flight.

Table 8: St. John’s International Airport PassengerTraffic

Year Number of Passengers
2007 1,185,302
2006 1,243,002
2005 1,175,172
2004 1,083,213
2003 949,879
2002 868,643
2001 921,615
2000 852,044
1999 802,261
1998 694,091

Figure 6: St. John’s International Airport Passenge Traffic
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1.3.5 Tenant Operations
In addition to the impacts from the operationshaf Airport, it is home to many tenants which
leverage their proximity to the Airport and genersignificant economic impacts from their
businesses. The following tenants and licensedatqrs are located at St. John'’s International

Airport:
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Table 9: St. John’s International Airport Tenants

Airlines

Air Canada
WestJet
Continental Airlines
Provincial Airlines
Air Labrador

Air Saint-Pierre

Air Transat

Sky Service
SunWing

Fixed Based Operators (FBOSs)

Irving Aviation
Torbay Aeroservices (Shell)
Woodward Avitat (Esso)

Glycol Recovery & Disposal

Inland Technologies Inc.

Ground Handling Services

Servisair
Provincial Airlines
Labrador Airways
Air Canada

Aviation-Related Land Tenants

Air Canada/Air Canada Cargo

Labrador Airways/Labrador Airways Cargo
Provincial Airlines

Cougar Helicopters

General Aviation St. John’s Inc.

Federal Government Agencies

Canadian Air Transport Security Authority (CATSA)
Shannahan’s Investigation and Security Ltd.
Canadian Border Services Agency (CBSA)

NAV Canada

Transport Canada

Canadian Coast Guard

Department of National Defense

Land Tenants

SPCA

RCMP

E.W. Harvey Co. Ltd.
Kaman Enterprises
Brinks Canada

Rent-a-car Companies

Avis

Budget
Enterprise
Hertz

National Tilden
Thrifty

Retail Services

HDS Retail (Relay)
The Heritage Shop

Cleaners

G&M Cleaners
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Building and Parking Lot Canadian Corps Commissionaires
Security Spectrum Security
Airport Taxi Service City Wide Taxi
Cargo & Courier Services Air Canada Cargo
Air Labrador Cargo
Cargojet
Day and Ross (NFLD) Ltd.
Dynamex
Federal Express
Midland Courier
PAL Cargo
Prince Edward Air
Purolator Courier
Westjet Cargo
Food Services Compass Group Canada/ Select Services
ATM Services CIBC ATM
Wireless Internet Service Aliant
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2.0 Economic Impact Results

This section of the report provides a detailed wesv of the findings, including the
methodology employed and the data sources used.

2.1 Methodology

Figure 7: Economic Impact Models - Terms and Defirtions

Data was collected from a variety of
sources, including: SJIAA officials, Transport
Canada officials, Statistics Canada, and an
airport tenant survey of the 47 companies
operating at the Airport.

For this analysis, St. John’s International
Airport’s economic impact has been estimated
using an Input-Output model. Input-Output (10
models have become the de-facto standard to
estimate regional and national economic impad
in both the United States and Canada. In Cang
Statistics Canada provides the data required td
build input-output models. The impact model

Economic Impact Models
Terms and Definitions

Direct impacts stem from the direct hire of persons and include
employment and labour income impacts.

Indirect impacts result from the supply of goods and services aad a
measured on employment, labour income and profits.

Induced impactsrefer to impacts from the expenditure of monethia
economy by those employed directly and indirectiytiee project. They are
calculated usinghncome multipliersand are based on the total direct and
indirect impacts

Income multipliers measure the impact of an initial expenditure into a
economy on incomes in the economy.

The size of the income multiplier is determinedifmge factors:

1) How much of the income that people receive digtgets spent.

2) How much of the income is allocated to governintierough taxation

3) How much of the income spent in the communityrismported goods
and srvices

used for this study is built on data provided by

Statistics Canada and the Canada Revenue Agency.

The model used to estimate the indirect and indecedomic benefits of St. John’s
International Airport is a Regional I0-Econometmodel. This model has been used
extensively across Canada over the last 25 yeavelirover 200 economic impact studies.
The model has 117 industries and 469 commoditiesdg and services). Two large-scale
modules work in parallel to calculate indirect amduced impacts:

a. An inter-provincial model which break down the insfsabetween all ten
provinces and territories, taking into accountrigeovincial flows of goods
and services;

b. A Census Division model which further breaks dotva impacts on a county
by county basis within each and every provincesThodel takes into account
the inter-county trade of goods and services witheprovince.

2.1.1 Assumptions
Like all IO models, the main assumptions of thiselare:

No economies of scale resulting from the Airporéigtions for which the economic
impacts are calculated.

The provincial economy is able to fully meet thquieements of the Airport and its
many operators. In other words, the Airport isyfulitegrated in the provincial
economy and has no measurable impact on wage |@veliuctivity or consumer
behavior.
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The technology used by industries in the St. Joarés is similar to the technology
used in the province as a whole. We have no pé#aticaason to believe that this is
not the case: local firms are unlikely to have mithn technologies that are
materially different from elsewhere on the island.

2.1.2 Leakages

One of the most important notions to understarmeégmonal economic impact assessments is
that of leakages. Leakages are in essence theatiffeays by which money spent in the area
will leave the local economy for other parts of ghevince, the country and the world.

Leakages are an important determinant of the aetta@lomic benefits of a given
expenditure. High leakages will result in relatividw impacts in a local economy and vice
versa. For example, the economy of regions sucaébrnia is efficient at generating
employment because of its ability to keep moneyspethe region for a longer period of
time. There are three main sources of leakagesdtate the amount of money available in
the local economy: (1) imports of goods and sesyi¢2) government taxes, and (3) savings
and retained earnings.

The 10 model used for this study takes into acctlesge leakages, notably by using
coefficients to estimate the portion of demand aedsked to a given industry that will actually
be produced locally.

2.1.3 Indirect impacts

Any expenditure made by a given industry can beldivinto two main categories: wages
and salaries and non-wage items (goods, servigemdinect taxes). Indirect impacts result
from inter-industry purchases of goods and services

After-tax industry expenditures can be split bemvpofits (in fact retained earnings) and
other expenditures on goods and services. Thesndipres will either be made locally
(cleaning services for aircrafts, etc.) or willingrchased directly outside the local economy
(aircraft parts, etc.). The local purchases thadigectly to local producers of goods and
services will remain within the local economy anidl e re-spent on wages and salaries,
taxes and other goods and services. For examjial expenditures made by the Airport on
security services will initially stay in the locatonomy.

Other local purchases will be made through retailes. An example of such expenditure will
be a local firm buying office supplies at a loda@t®nary store. The stationary store will keep
a portion of the sales (its gross profit margind anll send the rest of the money outside the
region to the manufacturers of the office supptieschased by the local firm. The stationary
store will in turn spend its gross profit marginiems such as wages for employees, taxes,
rent, etc.

The portion of the initial expenditure that stayghe local economy for the next round of
expenditures is composed of the gross retail tnagaigins collected on sales in local stores
plus the money given directly to local businessesiging services to Airport users such as
the airlines.
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The next round of expenditures will go through shene process for non-salary expenditures.
This money will be re-spent as expenditures thtagain be split into taxes, salaries and
expenditures on goods and services other thanesaldihis iterative process will continue
until the leakages reduce the initial amount of eyospent in the local economy to zero. The
total amount of money by industry that was collddtg local firms through all the rounds of
expenditures represents the indirect sales. Inde@ployment and Gross Domestic Product
statistics are derived from the sales data.

2.1.4 Induced impacts

The sole source of money for induced impacts isbbald income. The most important
source of household income is wages and salardesamount of wages paid by an industry
(for example a new call center) is reduced by pekimcome tax collected at the source on
behalf of senior levels of government. The resglafter-tax income is divided into two
portions: the largest one is expenditures on gaodsservices with the rest going towards
savings. Most consumer expenditures is made loeallythe rest going towards purchases
outside the region (shopping trips, tourism or rinés).

As was the case for indirect impacts generateddoysalary expenditures, only a small
proportion of consumer expenditures stay in thalleconomy for a second round of
expenditures: rent paid to landlords, retail tram@gin and the local production of some
goods and services purchased by households. Aféav eounds of expenditures, the original
amount of wages and salaries spent in the locadaug will be reduced to zero by the
combined effects of imports, taxes and savings.

The calculation of induced impacts must be dorewery methodical way to ensure that the
results are both accurate and fully compatible withindirect impacts (same impact statistics
with the same level of details, etc.). The follog/iieatures of the model ensure that the
estimation of induced impacts is as accurate asilpies

1) One of the econometric modules calculates incomtieities for the goods and
services purchased by households for each and gearyof the simulation.

2) The benefits for workers (pension contributions,)etlso called Supplementary
labour income are excluded from households incaxtkough benefits such as
pension plans will eventually be paid to workehgyt can not be collected and spent
in the near future and therefore their inclusioruldcexaggerate consumer
expenditures.

3) Several other measures are taken to reduce theramiowages and salaries that will
be spend in the economy (to generate induced impdat ensure that only net after-
tax and after savings income is spent, the follgvgteps are taken:

a. Personal income taxes are subtracted from the wagksalaries earned by
workers. Wages paid to workers in each industth@&model are reduced by a
specific amount based on real tax statistics fofitars with revenues similar
to the average salaries paid in that industry. phogess takes into account the
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progressivity of the tax regime and ensures that-#fx revenues closely
match the reality.

b. Several other deductions are made to householdi@aocluding RRSP
contributions.

c. A conservative Average propensity to consume (AB@}ped to account for
savings. For example, the APC used for Nova Se®adout 94 %

Effective provincial and federal tax rates are umedalculate direct, indirect and induced
government tax revenues. These tax revenues inpkid@nal income tax, sales taxes as well
as revenues generated by taxes on corporate pifiiestive tax rates are calculated by
dividing federal and provincial tax revenues by tbial income of tax filers and corporations.

2.2 Data Sources

The primary sources of information used in the ecoic impact analysis were the 2007
expenditures of the SJIAA and the results of asyadministered to tenant companies which
operate at the Airport. The expenditures for tARAB were analyzed through the Company’s
2007 cheque register and payroll records. Thanmétion gathered was reviewed and
modified specifically for use in this analysis. eTAirport’s financial statements and
corporate brochures were utilized in support opprang operating and capital expenditure
profiles and in obtaining a better understandin§&AA’s operations. Parameter values
used to determine the economic impact generatediligry activity at the Airport were
derived from expenditure data compiled by the SJIAAIs data covered military
expenditures based on flights, crew sizes and altpgas on supplies, fuel, and
accommodations. Publications available from thpdbgnent of Tourism, Culture and
Recreation, including the 2003-2004 Exit Surasywell as the 2007 Provincial Tourism
Performanceeport, were used to develop expenditure profid¢sted to non-resident
travellers accessing the Airport. Estimates ftaltoon-resident tourism expenditures in the
province were multiplied against Exit Survey estiesafor travelers leaving the province
through the Airport and expenditure profiles coméal in the Exit Survey.

2.3  Detailed Results

The results of the economic impact analysis aregmed throughout this section by
employment, GDP/Income and Taxation. Cumulatival$dor direct, indirect and induced
economic impacts by geographical area and expeardifitegory are presented in Tables 10
through 14. Cumulative economic impacts are ithtste of the SJIAA’s total economic
impact. Economic impacts associated with the SBAAQgoing capital expenditure program
are contained in Table 15.

2.4  Economic Impacts for St. John’s International Arport — 2007 Economic
Footprint

2.4.1 Employment - 2007
Employment impacts that may be attributed to thgpdiit's existence are very significant.
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As Table 10 and Figure 8 illustrate, during 200& Airport generated 6,830 person years of
employment in Canada of which 77%
or 5,260 person-years of employment
was located in Newfoundland and
Labrador. Of the total employment in
the province, 3,545 person years was
direct and a further 1,700 person-
years were created by companies
operating throughout the province
that supply goods and services to the
SJIAA, its tenants and other groups
benefiting from the Airport.

As the data suggests, the vast

majority of employment was generated on the Avd#deninsula. The SJIAA itself generated
more than 150 person years of employment in theipee, including 61 direct person years
of employment. Tenants in and around the Airporated a further 2,117 person-years of
employment in the province while military traffiegerated 146 person years of employment
and non-resident travellers through the Airport 8gent money in the local economy
generated a further 2,700 person years of employmen

Table 10
St. John’s International Airport 2007 Employment Footprint (person years)
Employment | Avalon Peninsula | Restof NL | TotalNL | RestofCanada | Total
St. John’s International Airport Authority — 2007 O perations

Direct 61 0 61 0 61
Indirect 45 4 49 59 108
Induced 38 7 45 55 99

Total 143 11 154 114 268

St. John’s International Airport Authority — 2007 T enants’ Operations

Direct 1,234 0 1,234 0 1,234
Indirect 428 27 455 169 624
Induced 387 41 428 315 743

Total 2,049 68 2,117 484 2,601

2007 Military Expenditures

Direct 110 0 110 0 110
Indirect 18 1 19 64 83
Induced 16 1 17 44 61

Total 144 2 146 108 254

St. John’s International Airport Authority — 2007 C apital Expenditures

Direct 0 0 0 0 0
Indirect 107 7 114 50 163
Induced 22 3 26 44 70

Total 129 10 139 94 233

2007 Tourism Expenditures

Direct 2,140 0 2,140 0 2,140

Indirect 248 16 264 371 635
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Employment Avalon Peninsula Rest of NL | Total NL Rest of Canada Total
Induced 276 23 299 399 698
Total 2,664 39 2,703 771 3,474
2007 Footprint — Combined Impact
Direct 3,545 0 3,545 0 3,545
Indirect 846 55 901 713 1,613
Induced 739 75 815 857 1,671
Total 5,129 130 5,259 1,571 6,830
Figure 8

St. John’s International Airport 2007 Employment Footprint
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2.4.2 GDP/Income - 2007

Normally GDP is measured as a value of output predu However, for this analysis, GDP
and income effects are equivalent and are repagedcome effects. Incomes are generated
at the Airport through direct and spin-off employrhand through incomes earned by
companies that supply goods and services to thmAirits tenants, associated military
operations and tourism operators. Table 11 agdr€i9 illustrate the total level of
GDP/Incomes that may be attributed to the Airparstence.

In 2007 the Airport contributed to the generatidi$864 million in GDP/Incomes throughout
Canada. The Newfoundland and Labrador economyvext&7%, or more than $245
million, in GDP/Incomes during this time periodlhe St. John’s International Airport
Authority and its tenants generated $19 million &483 million respectively in
GDP/Incomes to the NL economy.
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Table 11
St. John’s International Airport 2007 GDP/Income Fatprint ($°000’s)
Employment | Avalon Peninsula | Rest of NL | Total NL | Rest of Canada | Total
St. John’s International Airport Authority — 2007 O perations
Direct $12,795 $0 $12,795 $0 $12,795
Indirect $2,881 $273 $3,154 $4,947 $8,101
Induced $2,957 $404 $3,361 $4,169 $7,530
Total $18,633 $676 $19,310 $9,116 $28,425
St. John'’s International Airport Authority — 2007 T enants’ Operations
Direct $63,869 $0 $63,869 $0 $63,869
Indirect $24,927 $1,473 $26,399 $13,948 $40,34y7
Induced $30,372 $2,517 $32,889 $23,306 $56,19b
Total $119,167 $3,990 $123,157 $37,254 $160,411
2007 Military Expenditures
Direct $2,584 $0 $2,584 $0 $2,584
Indirect $1,099 $58 $1,158 $6,346 $7,504
Induced $1,218 $81 $1,300 $3,385 $4,684
Total $4,902 $140 $5,042 $9,731 $14,772
St. John’s International Airport Authority — 2007 C apital Expenditures

Direct $0 $0 $0 $0 $0
Indirect $5,483 $525 $6,009 $3,661 $9,670
Induced $1,714 $222 $1,936 $3,411 $5,347

Total $7,198 $747 $7,945 $7,072 $15,017

2007 Tourism Expenditures

Direct $51,482 $0 $51,482 $0 $51,482
Indirect $14,498 $847 $15,345 $25,093 $40,438
Induced $21,390 $1,347 $22,737 $30,247 $52,983

Total $87,370 $2,194 $89,564 $55,340 $144,904

2007 Footprint

Direct $130,730 $0 $130,730 $0 $130,730
Indirect $48,888 $3,176 $52,065 $53,995 $106,060
Induced $57,651 $4,571 $62,223 $64,518 $126,739

Total $237,270 $7,747 $245,018 $118,513 $363,5p
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Figure 9: 2007 GDP/Income Impacts:
St. John’s International Airport Authority Operatio ns 2007 by Region
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2.4.3 Revenue — Provincial Governments - 2007
Provincial governments across the country receavemtal of $26 million in taxation as a
result of the operations of the Airport and its i@ens during 2007. The majority of this
revenue — approximately $18 million — accrued ® . Treasury. Table 12 and Figure 10

illustrate how provincial revenues were derivedsburce of activity.

In summary, the

SJIAA generated $1.2 million (including operati@rsl capital expenditures) in provincial
taxes while tenants at the Airport generated am@8e million and tourism operators
generated $5.6 million in taxes for the provingjalernment. Taxes were generated
primarily from personal and corporate income taa®svell as HST.

Table 12
St. John’s International Airport 2007 Provincial Government Revenue Footprint
($'000's)
Employment |  Avalon Peninsula | Restof NL | TotalNL | RestofCanada | Total
St. John’s International Airport Authority 2007

Direct $630 $0 $630 $0 $630
Indirect $137 $17 $153 $286 $439
Induced $344 $30 $374 $349 $723

Total $1,111 $47 $1,158 $635 $1,793

St. John’s International Airport Authority — 2007 T enants’ Operations

Direct $4,854 $0 $4,854 $0 $4,854
Indirect $1,090 $85 $1,175 $809 $1,984
Induced $3,606 $191 $3,798 $1,804 $5,601

Total $9,550 $276 $9,826 $2,613 $12,439

2007 Military Expenditures

Direct $109 $0 $109 $0 $109
Indirect $54 $3 $57 $356 $413
Induced $140 $6 $147 $308 $454

Total $303 $9 $312 $664 $976

St. John’s International Airport Authority — 2007 C apital Expenditure

Direct $0 $0 $0 $0 $0
Indirect $335 $32 $367 $224 $519
Induced $194 $22 $216 $292 $508

Total $529 $54 $583 $516 $1,099

2007 Tourism Expenditures

Direct $2,411 $0 $2,411 $0 $2,411
Indirect $599 $45 $644 $1,180 $1,825
Induced $2,476 $100 $2,576 $2,460 $5,036

Total $5,487 $145 $5,632 $3,640 $9,272

2007 Footprint — Combined Impact

Direct $8,004 $0 $8,004 $0 $8,004
Indirect $2,215 $182 $2,396 $2,855 $5,180
Induced $6,760 $349 $7,111 $5,213 $12,322

Total $16,980 $531 $17,511 $8,068 $25,579
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Figure 10: Provincial Government Revenue by Regionf Economic Activity
St. John’s International Airport Authority Operatio ns and Tenants - 2007
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2.4.4 Revenue — Federal Government - 2007

The Federal Government is generally the largegpiest of taxes generated through all levels
of economic activity in Canada. From economic\atgtigenerated by the Airport, the federal
government received more than $43 million in tackesng 2007. The vast majority, more
than 66% or $29 million, of the taxes received iy federal government were generated in
NL. Table 13 and Figure 11 below illustrate hovd&@l revenues were derived by revenue
source. As Table 13 illustrates, the Federal Tngaeceived almost $3.1 million in direct,
indirect and induced taxes from expenditures madibd SJIAA and $20.6 million from
tenant company expenditures. Military activitiemgrated another $1.7 million in federal
taxes while tourism related expenditures generaliedst $16.2 million in taxes.

Table 13
St. John’s International Airport 2007 Federal Goveinment Revenue Footprint ($'000’s)
Employment |  Avalon Peninsula | Restof NL | TotalNL | RestofCanada | Total
St. John’s International Airport Authority — 2007 O perations
Direct $1,073 $0 $1,073 $0 $1,073
Indirect $235 $27 $262 $508 $770
Induced $579 $50 $629 $646 $1,275
Total $1,887 $77 $1,964 $1,154 $3,117
St. John’s International Airport Authority — 2007 T enants’ Operations
Direct $7,409 $0 $7,409 $0 $7,409
Indirect $1,848 $131 $1,978 $1,462 $3,441
Induced $6,053 $312 $6,365 $3,345 $9,709
Total $15,310 $443 $15,753 $4,807 $20,56(
2007 Military Operations
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Employment Avalon Peninsula Rest of NL | Total NL Rest of Canada Total
Direct $182 $0 $182 $0 $182
Indirect $94 $5 $99 $620 $719
Induced $237 $10 $247 $565 $813
Total $513 $15 $528 $1,185 $1,714
St. John’s International Airport Authority — 2007 C apital Expenditures
Direct $0 $0 $0 $0 $0
Indirect $540 $51 $591 $411 $1,003
Induced $328 $36 $364 $545 $909
Total $868 $87 $955 $956 $1,912
2007 Tourism Expenditures
Direct $4,026 $0 $4,026 $0 $4,026
Indirect $1,057 $69 $1,126 $2,139 $3,265
Induced $4,178 $164 $4,342 $4,556 $8,898
Total $9,261 $233 $9,494 $6,695 $16,189
2007 Footprint — Combined Impact
Direct $12,690 $0 $12,690 $0 $12,690
Indirect $3,774 $283 $4,056 $5,140 $9,198
Induced $11,375 $572 $11,947 $9,657 $21,604
Total $27,839 $855 $28,694 $14,797 $43,49p
Figure 11: Federal Government Revenue by Region @&conomic Activity
St. John’s International Airport Authority Operatio ns and Tenants - 2007
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2.4.5 Revenue — Municipal Governments - 2007

Municipal governments across the country receivedsdimated $5.1 million in municipal
revenues from taxes and permits in 2007 as a refthie expenditures and operations at the
St. John’s International Airport. Municipalities Newfoundland and Labrador received
approximately $3.3 million or 65% of the total mcipal taxes generated. Table 14 and
Figure 12 below illustrate how municipal revenuesevgenerated.

Table 14:
St. John’s International Airport 2007 Municipal Government Revenue Footprint
($'000's)
Employment | Avalon Peninsula | Rest of NL | Total NL | Rest of Canada | Total
St. John'’s International Airport Authority — 2007 O perations
Direct $563 $0 $563 $0 $563
Indirect $39 $3 $42 $68 $110
Induced $39 $4 $44 $79 $123
Total $642 $8 $649 $147 $797
St. John’s International Airport Authority — 2007 T enants’ Operations
Direct $728 $0 $728 $0 $728
Indirect $263 $12 $275 $178 $453
Induced $390 $25 $415 $406 $821
Total $1,381 $37 $1,419 $583 $2,002
2007 Military Expenditures
Direct $29 $0 $29 $0 $29
Indirect $18 $1 $18 $77 $95
Induced $17 $1 $18 $68 $86
Total $63 $1 $65 $145 $210
St. John’s International Airport Authority — 2007 C apital Expenditures
Direct 0 0 0 0 0
Indirect $22 $7 $29 $41 $80
Induced $24 $3 $26 $67 $93
Total $46 $10 $56 $108 $174
2007 Tourism Expenditures
Direct $554 $0 $554 $0 $554
Indirect $199 $6 $206 $335 $540
Induced $292 $13 $306 $560 $865
Total $1,046 $20 $1,065 $894 $1,960
2007 Footprint — Combined Impact

Direct $1,874 $0 $1,874 $0 $1,874
Indirect $541 $29 $570 $699 $1,069
Induced $762 $46 $809 $1,180 $1,989

Total $3,178 $76 $3,254 $1,877 $5,131
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Figure 12: 2007 Revenue — Municipal Government:
St. John’s International Airport Authority Operatio ns 2007 by Region
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2.5 Economic Impact Estimates for St. John’s Interational Airport — Capital
Expenditures

2.5.1 Employment — Capital Expenditures

The SJIAA has been undertaking an extensive capianditure program since 1999. To
date more than $95 million has been invested intpokt infrastructure with an additional
$23 million budgeted for 2008. By the end of 20, capital expenditure program is
expected to generate more than 2,500 person yeamspgoyment across the country
including nearly 1,300 person years of employmemiewfoundland and Labrador. On an
average annual basis, this equated to 249 persoa geemployment per year between 1999
and 2008. Table 15 and Figure 13 show the compnsif the employment related to capital
expenditures.

Table 15: Employment Impacts:
St. John’s International Airport Authority Capital Expenditures

Employment Avalon Peninsula Rest of NL | Total NL Rest of Canada Total
Direct 0 0 0 0 0
Indirect 984 49 1,033 703 1,736
Induced 203 26 229 524 753
Total 1,188 75 1,262 1,226 2,489
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2.5.2 GDP/Income — Capital Expenditures

Figure 13: Employment Impacts:
St. John’s International Airport Authority Capital Expenditures
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The St. John’s International Airport Authority cegdiexpenditure program, as illustrated in
Table 16 and Figure 14, produced an estimated Gb&#te of $156 million across the
country. In NL, GDP/Incomes rose by approximat&#® million because of the capital
expenditures during the 1999 to 2008 time frame.

St. John’s International Airport Authority Capital

Table 16: GDP/Income Impacts ($'000's)

Expenditures

GDP/Income Avalon Peninsula Rest of NL Total NL Rest of Canada Total
Direct $0 $0 $0 $0 $0
Indirect $42,282 $3,411 $45,693 $51,783 $97,476
Induced $15,624 $1,686 $17,310 $41,367 $58,676
Total $57,906 $5,096 $63,002 $93,150 $156,15!
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Figure 14: GDP/Income Impacts:
St. John’s International Airport Authority Capital Expenditures
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2.5.3 Revenue — Provincial Governments — Capital [penditures

The revenue flowing to provincial governments dgrine period 1999 to 2008 from the
capital expenditure program of the SJIAA, as digpthin Tables 17 and Figure 15, is
estimated at $10.5 million. Approximately 36% &c&million went to the Government of
Newfoundland and Labrador.

Table 17: Revenue — Provincial Governments ($'000's
St. John’s International Airport Authority Capital Expenditures

Revenue Avalon Peninsula Rest of NL Total NL Rest of Canada Total
Direct $0 $0 $0 $0 $0

Indirect $1,642 $184 $1,826 $3,106 $4,932

Induced $1,769 $158 $1,927 $3,667 $5,594
Total $3,411 $342 $3,753 $6,772 $10,525
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Figure 15: Revenue — Provincial Governments:
St. John’s International Airport Authority Capital Expenditures
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2.5.4 Revenue — Federal Government — Capital Expeitdres

The capital expenditure program also generatedyn®20 million in revenues for the Federal
Government. Approximately 32% of the Federal Goment revenues came from activities
in Newfoundland and Labrador. Federal revenudsdstion are displayed in Table 18 and
Figure 16.

Table 18: Revenue — Federal Government ($'000's)
St. John’s International Airport Authority Capital Expenditures

Revenue Avalon Peninsula Rest of NL Total NL Rest of Canada Total
Direct $0 $0 $0 $0 $0
Indirect $2,565 $285 $2,850 $5,788 $8,638

Induced $2,987 $263 $3,250 $6,886 $10,1345
Total $5,552 $547 $6,100 $12,673 $18,7743
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Figure 16: Revenue — Federal Government:
St. John’s International Airport Authority Capital Expenditures
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2.5.5 Revenue — Municipal Governments — Capital Exgnditures

Table 19 and Figure 17 contain estimates for mpalgievenues generated from SJIAA’s
capital expenditure program. In total $1.8 milliarmunicipal taxes were generated across
the country from the SJIAA’s capital expendituregnam. Municipalities in Newfoundland
and Labrador received approximately $376 thouseord the capital expenditure program
between 1999 and 2008.

Table 19: Revenue — Municipal Governments ($'000’s)
St. John’s International Airport Authority Capital Expenditures

Revenue Avalon Peninsula Rest of NL Total NL Rest of Canada Total
Direct $0 $0 $0 $0 $0

Indirect $161 $27 $187 $577 $745

Induced $215 $19 $234 $851 $1,085
Total $376 $46 $422 $1,408 $1,830
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St. John’s International Airport Authority Capital Expenditures
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3.0 Conclusion

During 2007, the SJIAA generated $19.2 millionérenues and had expenditures totaling
approximately $28 million, which included $16.3 laih in ongoing operations and $12
million in capital expenditures. As well, by thedeof 2008, the Airport will have carried out
a capital expenditure program of approximately $d@don.

These expenditures have generated
significant economic benefits for St.
John’s, the province and the country.
Specifically, the 2007 operations of the
Airport, its tenants and related military
expenditure accounted for an estimated
6,800 person-years of employment and
over $370 million in GDP/Income
throughout Canada and approximately
5,260 person-years of employment and
$250 million in GDP/Income within NL.
The corresponding employment and
GDP/Income within the local impact area (the AvalReninsula) was 5,130 person-years and
$240 million, respectively. Operations at the Airp its tenants and associated military
expenditures also generated almost $74 milliomxrévenue to all levels of government
throughout Canada in 2007, $49 million of which weseived within NL. The tax revenue
to all governments within the local impact area amsost $48 million.

Information gathered from publicly available sowwdemonstrates just how significant an
employer the SJIAA and its tenants are comparedher large scale industrial employers.
Table 20 contains direct employment figures foestdd companies operating in
Newfoundland and Labrador. As the table indicatesa comparative basis, the SJIAA and
its tenants, including military traffic directly galoy an estimated 1,405 workers as compared
to 920 workers at Hibernia and 450 workers at AogsBay Nickel Company’s mine and

mill operations in Labrador.

Table 20
Annual Employment
Selected Newfoundland and Labrador Companies

SJIAA, Voisey's
Tenants Petro Husky Bay
and Canada  Energy Corner North Nickel
Employmentin  Military Terra White  Abitibi Brook Atlantic Company
NL I0C  Hibernia Nova Rose - GFW P&P  Refining  Mine/Mill
Direct 1,405 1,650 920 593 1,015 490 1,300 700 450

Sources:
- SJIAA - 2007 Economic Impact Analysis

I0C — The Telegram, “IOC Expansion will create Zabs”, 05-09-08

Hibernia, Terra Nova, White Rose — Canada-Newfocamdlland Labrador Offshore Petroleum Board

Abitibi — www.abitibiconsolidated.com

Corner Brook Pulp and Papemsww.cbppl.com

Voisey’s Bay Nickel Company www.vinl.valeinco.com
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North Atlantic Refining — Morgan, lvan, Crude Plaii$ie Independenfanuary 18, 2008

It should be noted that employment numbers are sorag difficult to report in terms of
comparability due to the different means by whintpéyment attributable to a project is
defined. Notwithstanding the limitations in theadability and comparability of data, the
SJIAA can fairly state that it is a significant soel of employment in the province.

As impressive as these economic impacts are, theywtreally capture the true economic
contribution of the Airport to the local and progial economics. For instance, the benefits of
local business being able to use the Airport tadceh business both across Canada and
around the world could not be incorporated ints tieport, but are significant. In fact, it is
reasonable to argue that without the well develapetiefficient airport in St. John’s, the
transformation in economic activity now overtakihg province would not be possible.

For example, Eddington (2006, p.4) notes that:

Transport can have an impact on economic outputR§through two
channels:

(1) Firstly, transport can affect GDP through the numbginputs that are
used, for example transport may increase employeidrr by allowing
greater access to labour or stimulating the creatad new firms, which can
increase the number of goods and services prodanddead to an increase in
GDP.

(i) Secondly, transport can improve the efficiency wikiich firms use inputs,
in other words transport can have an impact on pictvity. For instance, a
well functioning transport network can raise protiuity by reducing journey
times. Transport investment can impact on the dsieé productivity by
encouraging private investment through raisingpitsfitability; facilitating
labour mobility and thereby increasing the retutasnvestment in skills; and
enabling effective competition even when econouticity is geographically
dispersed. Identifying the impact of transport esaductivity is important
because improving productivity is a key determir@riong-term growth and
living standards.

While this study identified the first impact foretlst. John'’s International Airport, the second
type of impact, while important, is very difficuth measure precisely. However, research on
other airports indicated that for developing comstraviation investment in developing
regions increased GDP by between 0.2 and 0.4%.shsdy example, the Vancouver
International Airport increased Canada’s long-t@moductivity by 0.04% [(IATA (2007)3
Even if the impact of St. John’s International Airpwere assumed to be no more than 1/20

1 Eddington, R., 2006, “The Eddington Transpord$td Main Report: Transport’'s Role in Sustaining K’s
Productivity and Competitiveness,” Department foarisportation, Government of UK,
www.dft.gov.uk/about/strategy/transportationstrgfeddingtonstudy/

2 International Air Transport Association Economics Briefing No 08, 2007, “Aviation Econonienefits,”
http://www.iata.org/NR/rdonlyres/35FC46A4-20FB-4E9B0C-

77651B78A4CD/0/890700 Aviation Economic Benefitsm&ary Report.pdf
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of one percent of GDP as was the case for Vancdat@mnational Airport, the additional
impact of the Airport to Newfoundland and Labradauld be approximately $15 million per
year. Alternatively, if the impact were equal tobfoone percent, then the impact is
equivalent to $75 million per year. As this tyd@ropact gets projected into the future, it
puts in perspective the true impact of the Airport.
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