CommunityAIR - working towards a clean, green waterfront

E-mail info@communityair.org
Web Site  www.communityair.org

Community May 102010

AIR

AIrRPORT IMPACT REVIEW

Ontario Securies Commission
20 Queen Street West, Suite 1903
Toronto, ON M5H 3S8

Attention Mr. Michael Brown, Assistant Manager, Corporate Finance
Re: Porter Air Preliminary Prospectus

CommunityAlRis a notfor-profit community organizatioof volunteerdocused o the

Toronto Island Airport Over the years we have become concerned, even alarmed, about

the operations at the Billy Bishop Toronto City Centre Airport (Island Airport), the
operations of Porter Airlines, andbntialheir i mp
communities.

Members of CommunityAIR have examined the Porter Airline Preliminary Prospectus
with care. Given our experience with both Porter and the Toronto Port Authority over the
years, we are not surprised by what we have found, below.

This isa rather unique situation for your organizatioihis rare for a community group

to have kept such a careful watch on a company vying to make a successful IPO. In
doing so, we have amassed a considerable body of information that will be useful to your
organization in ensuring that the public interest is protected. We trust our input will assist
you in satisfying that interest.

Yesiwe al so have an interest in constraining
such a devastating impact on our watanf and its residents. We understand you will

take that interest of ours into consideration in evaluating this information, just as you will

have taken Porterés interest in maximizing i
addressing the issuegwaise.

We are concerned that prospective investors do obtain what the law is designed to ensure
T full, true and plain disclosure of all material facend are of the view that there are a
number of deficiencies, errors and omissions in the PrelimPargpectus that should be
addressed before the prospectus is receipted by the Ontario Securities Commission.

The attached document describes our concerns.


mailto:info@communityair.org
http://www.communityair.org/

Yours sincerely,

Brian ller, Chair
CommunityAIR



Communi tyAl Ros Anal ysi s
Porter Airlin es Preliminary Prospectus

Porter Airlines operates out of the Billy Bishop Toronto City Centre Airport (called the
Island Airport in this report). In October 2006 the company launched its maiden flight
and today Porter flies twenty Bombardier Q400 turbpgaircraft out of the Island to
destinations in eastern Canada and neds$tern United States. The company recently
announced that another six aircraft will be purchased to bring the total number of planes
in its fleet to twentysix.

Violations of the Tripartite Agreement

The operations of the Island Airport are governea bgipartite Agreement which was

signed in 1983 ahamended in 1985 and 2003. The signatories of that agreement are the
City of Toronto, the Canadian government and the Toronto la®ommission, now
replaced byhe Toronto Port Authority. One of the purposes of this agreement is to
provide protection to the communities along the Waterfront and the people of Toronto
from the impact of the Island Airport.

The Tripartite Agreement hasnumber of specific requirements and ragjahs

governing the airport. In our viewhe aircraft used by Porter Airlines and the operations
of Porter Airlines violate the terms of the agreememertain specific waysThese
violationsare materiald the operations of Porter, ahdve not been disclosed by the
Porter Preliminary Prospectus.

1. Q400 is not STOL

The Tripartite Agreement prohibits use of
aviationo and dl i (8hott EakeOfftandivemaing servied ST OL
operationso, and operations ancillary to

This stipulation wagut into theagreemento ensure that onlymited commercial
operationsare permitted taise the Island Airport.

The Q400 is not STOLthat has been confirmed Hye Minister of TranspoHsee
Appendix1.

TheTPA has attempted to justi o r tuserofGrenonSTOL Q400at the Island Airport
as follows (frodom its fAMythso Letter

Fact: NonSTOL aircraft can use the BBTCA, according to amendment of the
Tripartite Ageement in 1985, provided they are approved by Transport Canada
and the Canadian Transportation Agency.

This attempt is in error.

IThat letter,andCo mmuni t y Al Rds r ehsip/oommenityairammgfley f oluindkiamg on
Defames CommunityAIRCommuni t y Al R Respondso
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There is nothing in the Tripartite Agreement that permits aircraft to use the Island Airport
Aprovi di ng t hémanseornt Ganaaapand tlee\Canddiab fransportation
Agencyo.

The TPA (and Porter) are |l eft with figener al

"General aviation" is defined, lige 1985amendment of the Agreement to include the
Dash8 aircraft

The Q400 is not in the list of perttad planes included inthedeh i t i on of Tfigener e
aviationo.

What the TPA attempts to do is suggest #sthe Q400 is classifiedy Transport
Canaddiaer onaut i c adDasp@®familysof apcaaft, itis tleefefore dDas@
for the purposes dhe Agreement.

This is patently wrong.

When the Dash 8 was added to thegggnent as a permitted aircrafto geneiial

avi at i oniol1l9g5uthemmysDash 8 plane that could have been in the
contemplation of the parties was the Series 10012087 to 40passenger plarieabout
half the capacity, and about 60% of the weight of@4€0,which was developed in the
1990s .

The understanding of the parties at the time the amendment wasamaolevhat they
considered to be a Daghis determinate, in law.

Would the parties at that time have considered a [ftareQ400)with twice the capacity
and almost twice the weight to be a D&sH\ot likely.

The fact that the aircraft industry, and Transport Canada, consider the Q400 a derivative
of the earlier Dast8 models (and therefore within tfiamilyo of Dash8s) is strictly an
administrative designation and quite irrelevant to the correct interpretation of the
Tripartite Agreement.

The ability to use the Q400 from the Island Airport is themeft some significant risk.

Should any of the signatories of the Tripartite Agreement decide to enforce that
requirementPorterwould not be allowed to operate the Q400 out of the Island Airport.

As the entire business plan of Portsset out in tle Preliminary Prospectuis based
uponits use of that airport as its hub of operations, disclosure of that risk is essential.



2. The Q400Violates Noise Constrainsin the Tripartite Agreement

The Tripartite Agreement contains clauses on noise becausigmla¢ories were
concerned that excessive noise would disturtwierfront and its increasing number of
residentsSince that time, thousand®re people have moved to the waterfront.

Theprohibition of aircraft generating excessive noiseastainedm paragraph 14(1)(e)
of the Agreement

Paragraph 14(2)(b) defirmrcraft generating excessive nqiasthosecreating a noise
level more than 92 EPNdB on approacid 83.5 lateral

To avoid any ambiguity as to what standartbibeused for this noes limit, theTripartite
Agreement specifically states thdstaissued by the International Civil Aviation
Organization, the UMffiliated world baly governing civil aviatiopare to beused.

The ICAO noise data for the Porter Q488lablishes a clear Vation: It certifies that the
approach noise level is 930h approacland84 lateral in excess of the permitted
maximurrs.

Based on the ICAO data, therefore, the Q400 is an aircraft generating excessive noise and
is prohibited from using the Island Airgo

Here is the TPA consultantdés February 20009

TRIPARTITE AGREEMENT COMPLIANCE

Q402 Tripartite
Flyover 78 84
Lateral 84 83.5
Approach 93.1 92

Comparison of Q400 to Limits in Tripartite
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While the TPA consultant has stated tthet ICAO permitsaaveraging of the noise

readings is permitted to bring them into compliance, such averaging is permitted only in
calculating compance withICAO noise limits,and isnotincludedin the tripartite
agreement.

TCCA Noise Management Study 26 JACOBS Consultanc y

Advisary Committee Meeting

a



The conclusion is that thepartite agreemens violated every time a Porter Q400 lands
or takes off.

Section 15stateghat a penalty of $5,000 (in June 1981 dollé&gp be charged for each
violation.

Each of Porterodéds | andings and takeoffs shoul

Such violations of the Tripartite Agreement represent a significant risk for Porter Airlines
and as such should be disclosed to the praispeshareholders of the company.

3. Noise Exposure ForecastNEF) Contour Limits in the Tripartite Agreement

NEF contours places limits on the Island Airport expansidme Toronto Port Authority
hasrecentlytaken the view that NEF contour study will alaip to 212 slots a day, but
this is challenged by other experts.

Based on information obtained by CommunityAIR, the slots available for large
turbopropssuch as the Q408@re either:

A97 per Transport Canada on July 21, 1998ased on the use ofeiDash 100,
not the Q400, which is a much larger aircraft, or

Al12per consultant Sypher Muel |iebutbs Decemb
states that even at that level, the NEF Contour would be breached, or

A120per City of Toronto in 2003 arttie 2006 Tassé Report, or

Al67Tper airport consultant Pryde Schropp M
investors.

Whatis known is that the last officialransport Canadstudy of the slots avaitde said
97 was the limit. at included a strategic reservel&Po, to ensure that the NEF contour
is not exceeded.

While the TPA recently released rport oncapacity, it has not yet been peeviewed
and should not be relied upon until that has occurreddorerhat its projections are
compliant with the NEFEContour limt. The TPA should not be marketing slots it may
well not have.

Porterdés Preliminary Prospectus relies heavi
contained in the last official NEF contour stated by Transport Canada in 1998.

The Tripatite Agreement NEF Contour rules places strict limits on the number of slots
that can be granted to airlines operating out of the Island Airgdruld the actual
mummer be closer to the 97 set out in the last official sthibteapresents a signifioa

risk for Porter Airlines and full true and plain disclosure of all the facts on the NEF limits
should have been included.



4. Curfew violations

For the protection of residents livimgarby the Tripartte Agreement stipulates that
flights can only takeff or land at the Island Airport between 6:45 a.m. and 11:00 p.m.
Porter Airlines has violated thatirfewregularly

This is asampldist of early morning breaches of the Porter flight POE 121 leaving from
the Island Airport to Newark, N.J. from Febrydao May of 2010, based on data publicly
available.

February 1%, 6:44 am.
February 2%, 6:41 am.

March £, 6:44 am.
March 39, 6:40 am.
March 9", 6:43 am.
March 29", 6:44 am.
April 12" 6:40 am.
April 16™, 6:40 am.
April 23" 6:43 am.
April 29", 6:42 am.
May 3¢ 6:44 am.
May 4", 6:41 am.
As recently asridayMay 7", a Porter aircraft took off at1:07%.m..

To date the Toronto Port Authority has been very lax in the enforcement of the curfew
rules There is increasing pressurerfrahe public and Toronto city councillors to enforce
this rule. If it is enforced it will mean that all Porter flights arriving later than curfew
must be diverted to Pearson International Airport.

Brach of curfewlike breach of noise restrictions and o$@rohibited aircraft, is a
breach of the fipartite Agreement and could result in termination of that agreement,
which closes the airport.

Thebreaches of curfew by Porter Airlines represesignificant risifor Porter Airlines
and should be disclosed the prospective shareholders of the company.



Competition and Profitability

The airline industry is very competitive and the risk faced by investors is considerable.
The Porter Airlinedreliminary Prospectusutlines some of the risks faced by the
company but ignores others. What follows is a list of significant business risks to Porter
that should be disclosed to prospective shareholders Praspectus.

1. Porterdés right to fly into the United
Porter Aitinesrequires a forign air carrier permit from the United States Department of
Transportation to fly to U.S. destinations, or an exemption from that require@gent.
March 14, 2007 Porter appliéor a Foreign Air Carrier Perménd currently flies to U.S.
destinations on eemporary permit. The decision has yet to be made final and the
temporary permit expires on July 10, 2011.

One might anticipate that a further exemptiawuld in the ordinary courdee given.
However, given that the factual basis on which the initiahgte®n was in part,
obtainednow is established to erong may welllead to a different resulRegulatory
authorities do not appreciate being misled.

Porterds current exemption was granted i
from (then) Toonto Port Authority CEO Lisa Raifsee Appendix 2) Her

correspondence enclosedrrespondence with U.S. Airways agreeing to permit it to fly
between the Toronto Island Airport and PhiladelpHAibeletter stated th&orontoPort
Authority has never daed a U.S. carrier access torontoCity CentreAirport.

But this is contradicted by other evidend&doomberg News on October 20, 2009,
reported thaP o r t2606 Ganmercial Carrier Operating Agreemwiih the Toronto
Port Authoritybarred regionatarriers, including Jazz Air, from flying between the
airport and New York, Chicago, Boston, Washingfhiladelphia [our emphasis],
Cincinnati, Detroit and Clevelandin offer byU.S. Airto fly into theTorontoCity
CentreAirport could not have beetbnsummateds it contravened the exclusivity
already held by Porter.

Al | of the documents related to Porteros
http://www.requlations.gov/search/Regs/home.html#docketDetail?R=D8&F200F
27402

This restriction of the right of U.S. airlines to fly into the Island Airport violates
international rules on reciprocal rights. The violation has been brought to theattént
the United States Department of Transportatmal could be a contributing reason why
Porter Airlines has not receivedforeign air carrier permit

This has not been disclosed in thater Preliminary Prospectus and represents a
significant risk b the company.

2. Rail link to Pearson International Airport
The Canadiargovernment, in coperation with the province and G@ahsit, is in the
late stages gflans to build a rail link between Union Station and Pearson International
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http://www.regulations.gov/search/Regs/home.html#docketDetail?R=DOT-OST-2007-27402
http://www.regulations.gov/search/Regs/home.html#docketDetail?R=DOT-OST-2007-27402

Airport. The $875million link, whichwill whisk passengers to Pearson in 25 minutes
for about $20, is expected to be completed bys20his will make Pearson much more
accessible to Toronto's downtown, eliminatszgne of the advantagesPbrter'docation
atthe Island Aiport.

The full impact of the rail link to Pearson International Airport on Porter Airlines has not
been disclosed in tHeorterPreliminary Prospectus

3. Load factors of Porter are significantly lower than their competitors

Porter hawery low load factorgpercentage of seats filled with paying customers) on all
of its routes, anthenumber of paying customers on UrButesis lower than on the
Canadian routes

In the first quarter of 2010 the load factor for Porter was 47%. This compares with much

higher load factors of other airlinesAi r Canadads | oad factor for
West | et 6s AwGasadaraBd Wesiet fly larger planes that can carry more

passengers than Porter and yet the percentage of passengers carried by thesgetvo airli

is still much higher than Porter.

The load factor of flights into the United States was particularly [dlae U.S. Bureau of
Transportation Statisticshows that the following2009load factordor Porter Chicagoi

22%; Bostori 39%.All load factors for 2009 are not available publidlythe U.S.

Government delays disclosure for six months,
prior to that period do not appear to have been made.

There is no disclosure of rouspecific cata for domestic routespr morerecent U.S.
load factors.

The availabledatasuggests that Porterayhavealready reached the market saturation
point for flights out of the Island Airpart

The low load factors of Porter flights compared with their compstitave not been
fully disclosed or analysed in the Porter Preliminary Prospectus.

4. The Fuel Consumptionof the Q400

P o r tPeecliminary Prospectugfers repeatedly to the fuel efficiency o400, the

only aircraft the company flies, as a material competitive advanBagevhen a proper
comparison is made it is clear that the fuel costs to move passengers by Porter are higher
than its competitors.

Bombardier, the Q400 manufacturer, on its we
http://www.g400.com/g400/en/green.jslaims 3040% less emissions for the aircraft.

This is presumably the source for the declarationsarPtieliminary Prospectus. The

documentsayS Each Bombar di er Q440% lesa eniission@dnt pr od u cC €
routeswhere it has replaced similar capacity older generation and/or 56eat jet

aircraft [our emphasis] 0



http://www.q400.com/q400/en/green.jsp

In other wordsthe efficiencyPorter is claimings in comparison t¢han older and
smaller aircrafthan its competitors use. I{&¢ actual datasinot available on the
Bombardier websitg.

But that is not the proper comparison. Porter is in competition with airlines that use jets
and the proper comparison should be between the fuel consumption of moving
passengers by the Q400, used by Portenpaoed to the fuel consumption of the jets

used by its competitors.

When this comparison is made a much different picture emerges.

The UK ai rchleulatensisingyliieenat®nal @il Aviation Organization data,
show there is no material diffamce in fuel consumption on a passenger/kilometre basis
between a 7passenge@400and t he jets used by Porterds c«

But given the reduced-seatQid@0gawingptd thestwodt s i n Por
runway at the Island Airpd)t as comparedtthe standard 7ZBas senger Q400. Por
aircraft are, in fact, LESS efficient, on a per passenger basis.

And as thePreliminary ProspectusakescleaR or t er 6 s p |l aressshamr e on a\
half full, 47%,compared to its competitors who have loackérsof approximately 7%o.

Porterods Q400 gr eenhou«kimmeya(and theraforestisfuein s per p
consumption) arghereforgfar greater than its Pearsbased competition.

These statements in tReeliminary Prospectusre therefore misleading, and do not, in
our view, meet the standard required by3eeurities Act o r , tfué and plain
disclosuré and should be removed

e At Page 7: AThe Q400 is estimated to wuse
comparable jet aircraft currenttymmper ati on . . . 0

e At Page 14: Aln an effort to manage oper a
focused on the fuel efficiency of their aircraft and are continually looking at cost
effective opportunities to refurbish their fleet with more economicetadir
Manufacturers have responded to this demand by developing more fuel efficient
aircraft such as the Bomb@4aO@i)er OQ4 0 Oni zedb
for shorthaul airline operations, the Q400 offers lower costs relative to similarly
sizedmainline jets through reduced fuel burns (attributed to the new Pratt &
Whitney PW150A turboprop engine)éo

e At Page 26: AnOf particular | mpeeat ance i n
Q400 was the aircraftodés | ow dgnér ating cos
mainline jets for shothaul flights. The Q400 uses as much as 23% less fuel than
70seat j et competitors currently in operatl

its key Toronto/Montreal/ Ottawa market use 70 seat jets: Air Canada primarily
uses Aibus 319 and Airbus 320 aircraft and Westjet uses Boeing 737 and Airbus
320 aircraft.]



5. Porter s CEO has misled the public on the
On a number obccasions Mr. Robert Deluce, the CEO of Porter Airlines, has misled the

public by claiming the company was profitable while in faavés incurringsubstantial

losses.

The financial data ithe PreliminaryProspectus disclose thaorter lost $11,486,000 in
2007, $3,317,000 in 2008, and $4,609,000 in 2009 (see page 10 of the dctiotal
losses over the last three years: $19,412,000.

As CEO, hemust have known thieuefinancial situation of Porter Airlinesind yet he
hasmadea number obtatements that have been reportethe press that coidt with
thetruefinancial po#ion of the company

e Mr. Deluce says Porter has been profitafee mid2 007 on a dAful ly al
basis, though he decl i rGilse andMaildNovv26, account
2009

e Il can t el | -heoaansguiea2007Wasa thetfist prafitatde month
f or Pbelutesays obthe 8% net income margin the company recdgided.
can tell you that in June, 2008, we've doneeppri abl y better than Ju
Airport BusinessOct. 31, 2008

e Mr Deluce a licensed pilotsays Porter rebeen profitable since mgDO7..
Financial Times September 29, 2009

e At atime when soaring oil prices are eroding North American carriers' earnings,
Porter Airlines Inc. is expecting its first fufiear profit this summeCEO Robert
Del uc e Bstdelute saiéthe company has maintained a steady level of
profitability since June 2007, when it recorded an efgrcent netincome
margin Montreal GazetteJune 42008

e Because Porter is privately held, it does not report financial reBultfeluce
said the airline turned a profit this yed@oronto StarDec. 31, 2009

e Closely held Porter, which does not release financial statements, has turned a
profit since June 200¢ , Chief Executive Robert Del uce
Reuters, Feb.12, 2009

e € inJune, we achieved an eight per cent net income margin, which is among the
strongest in the North American airline industfg put this into perspective,
Southwest Airlines took three years to achieve profitaljilitye did it in eight
mo n t Resnake made to the Board of Trade of Metropolitan Montreal, October
25, 2007 by Robert Deluce President and CEO, Porter Airlines

Al | of theses statements were designed to cr
business is profitable. As we now knothat impression was wrong.



We sibmit that that impression needs to be fully, strenuously and effectively rebutted, as
without that, the impression created by Mr. Deluce will tend to overwhelm the details
contaired in this Preliminary Prospecties many propective investor$ particularly the

less sophisticated investors that the OSC is obliged to take appropriate measures to
protect.

Mounting Community Opposition to the Island Airport Expansion

The Island Airport has been a major political issue in Torsimece the 1980s when it

was announced that there would be commercial airline service out of the facility. Since

Porter Airlines began operations in 2006 the opposition to the airport operations and

particularly to airport expansion has been growing amesglents of Bathurst Quay, the

condo owners along Queends Quay West and oth

Thelsland Airport will remain open only as long as it has support of the signatories of the
Tripartite Agreement: the Canadian Government, thenforBort Authority and the City

of Toronto. If support is withdrawn by all or even one of these governments or agencies
then the airport will ultimately close and Porter Airlines will be forced either to shut

down or to relocate to Pearson Internationgbért. This is a real risk to Porter and must

be disclosed in the Preliminary Prospectus.

What follows is a review of the issues that residents have expressed concerns about that
must be disclosed.

1. Waterfront Parks, Lake Ontario and Toronto Harbour

Thepeople of Toronto are deeply attached to their parks and the city has spent

considerable money and committed other resources to build one of the finest city park

systems in North America if not in the world. Lake Ontario and the harbour is one of the

cty s prime recreation centres used by thousa
canoes and kayaks. All of these facilities are threatened by an expanded Island Airport

that is noisy, polluting and unsafe.

People love to walk, run, rollerblade andleyalong the shore, enjoying the view, the

fresh air and sunshine. More and more people are coming to live in Toronto, and

increasing numbers flock to the beautiful waterfront park system. Parks now stretch

along the water 6s edtgei i rtolme Eweodti ctok eBlsufl fakre
Scarborough. Linking them is the Lake Ontario Waterfront Trail. Tommy Thompson Park

on the Leslie Street Spit and the 5XYe proposed park in the Port Lands skirt the shores

of the outer harbour.

The inner harbour isurrounded by parks that are either completed or in the planning
stages. The Toronto Music Garden is like a jewel box. HTO Park opened in 2007 to
acclaim. Harbourfront and its facilities provide leading cultural attractions for the city.
Ireland Park is loated on the Western Gap in a spectacular but hidden location tucked
behind the Canada Malting siloserlooking the airport

10



Across the bay, Toronto I|Island Park has | ong
Torontods par k s yggsseraes ant public facilites Bhe parkise s o f
surrounded by water and beautiful views. The Island Park has 1.5 million visitors a year.

Most of those vigors are people of modest msamho cannot afford to go to cottages in

Muskoka so they bring thefamilies to the Islanth order to enjoy the park, the lake and

fresh air the park provides

And yet adjacent to the park, behind ateat high chainlink fence, is thedland

Airport, occupying 215 acres, about ethed of the island. The airport sitn the centre

of the cityds waterfront park system, poll ut
calm, natural environment along the shores of Lake Ontario.

This reality is not missed by most of the visitors. The Island Airport is destrong m
peopl ebs enjoyment of the cityods park systen

Forfull, true and plain disclosutais must be disclosed in the Porter prospectus.

2. Waterfront Redevelopment

The redevel opment o {fordifated by Waterforoda one r f r ont , ¢
behalf of the Canadian and Ontario governments and the City of Toronto, is the largest
redevelopment project in North America. By the time it is completed 100,000 people will

live along the Waterfront and another 100,000 will work in the area.

The Waterfront is now Torontobdés most i mporta
people visit every year providing employment and supporting the cultural facilities,

restaurants and stores in the area. Tourism is the largest employer in the cigy and th

rejuvenated Waterfront is now the prime attraction of visitors to Toronto.

Waterfront redevelopment is now well underway but it is still in its earliest phases. Much

of Queenbés Quay West has been redevtd oped bu
streetscape. The attention now is shifting
Quay East. Once that is completed hundreds of acres will be redeveloped in the

Portlands.

The Island Airport is incompatible with Waterfront redevelopment. The basst rule

of planning is that industry and residential land uses are incompatible and must be kept
separat e. This rule is followed everywhere
Waterfront the Island Airpoit an industrial usé is allowed to oprate.

How much longer will the new residents of the Waterfront tolerate the Island Airport?
That is difficult to predict but the time is coming when the incompatibility of land use
will be obvious and politicians will make the decision to close the @irgdat will have

a serious impact on the operations of Porter Airlines. This risk must be disclosed to
prospective investors.
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3. Airport Noise

The Q400 aircraft flying out of the Island airport generate unacceptable levels of noise
for the residents of Baurst Quay, the waterfront, the railway lands, the Island and the
condos surrounding Fort Yorkilhe main runway of the airport is less than 200 metres
from the nearest residences on BathurshyQ There are two schools, a day care centre
and HarbourfronCommunity Centre in close proximitjloise disruption$or planesare

very common at waterfront cultural and entertainment events at Harbourfront, the Music
Garden, HTO Park, and the Molson Amphitheatre.

Larry West, the aut hoanlnterfet nBvsletieriontben ment a l | ss
environment, writes in the May 2007 issieResear cher s have known f o
exposure to excessivelgud noise can cause changes in blood pressure as well as

changes in sleep and digestive patterradl signs of stres on the human body. The very

word oOonoise6 itself derives from the Latin w

Perhaps even more alarming, the European Commission, which governs the European
Union (E.U.), considers living near an airport to be lafastor for coronary heart

disease and stroke, as increased blood pressure from noise pollution can trigger these
more serious maladies.

Airport noise can also have negative effects

1980 study examining the impaztf ai r port noi se on chil drenods
pressure in kids living near Los Angel es6 LA
A 1995 German study found a | ink between chr

International Airport and elevatenervous system activity and cardiovascular levels in
children living nearby. And a 2005 study published in the prestigious British medical
journal, The Lancetfound that childretiving near airports in Britain, Holland and Spain
lagged behind their cksamates in reading by two months for every five decibel increase
above average noise levels in their surroundings. The study also associated aircraft noise
with lowered reading comprehension, even after secanomic differences were
considered. o

A recen study of the impact of noise pollution at Heathrow Airport in London, England
found that it was much worse than was previously admifiée. study found the noise
affects millions of people and households living under busy flight paths. The study
conclules that noise levels have worsened dramatically since the previous study was
done in 1985.

The Federal Aviation Administration (FAA) in the United States considers airport noise
so serious that they have spent $1.6 billion to help people sound priodictmes

between 1996 and 2003 and expect to spend another $1.3 billion in soundproofing
construction between 2004 and 2009.

Airport noise and the risk that this noise poses to the health of all people, particularly
children, are creating increasing opjtimn to the Island Airport and Porter Airlines.
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Demands to stop the expansion of the airport are growing in intensity. This must be
reported in the Porter prospectusfidt, true and plain disclosutgecause it represents a
real risk to the companynd investors.

4. Air Pollution

Air pollution is the most serious environmental problem faced by the City of Toronto
Dr. David McKeown, Toronto's Medical Officer of Health, released a report stating that
traffic related air pollution contributes to about 4f@mature deaths and 1,700
hospitalizations per year in Torontdir pollution is the cause of global warming and is
one of the chief reasons for the deterioration of the quality of life in the city.

There have been many studies in the United StateEarope that demonstrate
conclusively that air pollution is a major health risk to people living in close proximity to
airports. A study of the Seattle Airport, for example, foomate than 50% higher asthma
rates, 36% higher cancer rates and a subatiyribwer life expectancy than the Seattle
averagdor people living close to the city airport

Because the Island Airport is near the centre of the city, only 3 kilometres from the
business heart of downtown, pollution from Porter Airlines and other#itesing the

airport has an impact on hundreds of thousands of peBpleer Airlines flies the Q400,

a turboprop aircraft that uses jet fuel. The smell of jet fuel is now pervasive in the
Bathurst Quay neighbourhoo@here has been no health studyie impact of the

Island Airport on people living in the immediate neighbourhoods but there is no reason to
believe that the results of a study would be any different than Seattle or any other centre
with similar conditions.

Air pollution from aircraft ismeasured by the amount of pollution emitted by the plane
per kilometre traveled per passenger. Using that measurement the air pollution emitted
by the Porter Q400 aircraft is very consideraldlae airpollution from aircraft at the
IslandAirport affeds more people than from any other airport in the country.

Short haul flights create more pollution than long haul flights because most of the fuel is
burned in getting the aircraft up to cruising altitudBsrter Airlines specializes in shert
haul flights to centres such as Ottgwéontrealand Newark, N.JThe plans of Porter are

to expand its service to a number of Canadian andrican cities within 1,000 km. Its
target is 35,000 flights a yeafhe estimate of CommunityAIR researchers is that every
Porter flightfrom Toronto to Ottawaeleases 2,865 kilograms of €@to the air.

An additional reason why Porter flights produce more pollution than other airlines is that
they are flying at an estimated 47% occupancywdiiée competing airlines fly th an
occupancy rate of approximately 78¥hat is the reason whizaeé pollution peipassenger
kilometre travelled from planes using tlséand Airport is higher than that of flights out

of Pearson, which have much higher occupancy rates.

Torontonians aroking for ways to reduce air pollution in the central part of the city.
Porterdés use of the I sland Airport which
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high levels of air pollution produced by their Q400 aircraft leave the company very
vulnerable because politicians can decide that the airport must close at any time.

Forfull, true and plain disclosutais risk must be revealed to potential investors in the
Porter Preliminary Prospectus.

Airport Safety Risks

The mixture of aircraft at theslandAirport aeates special problems at tiséahdAirport.

Not only will there bananyQ400s, but the island flight school trains people to become
pilots. Trainees perform many flights in small aircraft, day and night. A number of small
private planeslao use the airport and there have been accidents with these aircraft. Two
helicopter companies based at teahdAirport run burs and air ambulances and

medevac planes fly in and out

This is a huge mix of different types of aircraft with differexudls of skills of thepilots.
As Porter Airlines multiplis its number of flights at itsllandAirport hub, itcanbecome
amoredangerous place.

Not only will there be increased safety problems with the increase in traffic, there are also
a number obther potentiakafety problems at the airport.

1. Short Runway
The Island Airport has 3 runways. The main runway, 08/26, is aligned east/west. It has
three published lengths: 1220 metres, 1218 metres, and 1160 rétrdse only runway
that can be usday the Q400This runwaycannot be lengthened because there is a
prohibitionagainst doing s the Tripartite Agreement

Bombardier, the aircraft manufacturer, state®400 requires 1402 metres for take off
and landing, almost 200 metres more tharldhgest runway.

Because of this safety risk Porters reduced the number of passengers it carrié® to
from 78 and feweii or less baggagefor destinations beyond 500nithese limitations
on the wuse o hotdBdosed i thé Rrelirmawy Prospectes.

Other jurisdictionshave considered whah acceptable runway length is

¢ The desigars ofthe EurekaHumboldt Airport in California state that a minimum
landing distance of 1828 metres is recommended to support regular operations by
the Q@0. Ths is one third longer than the IslandA por t 6s mai n runway
e Proponents of an upgrade to the Friedman Memorial Airport in Sun Valley, Idaho,
state that the airportodés current runway |
recommendations for the typef aircraft, including the Q400s.
e Airport officials at Plymouth, England, say that the Q400 is too large to use on
their runway which is 1161 metres.

14



e Transport Canadadés own Canadian Runway Fr
landing distance of 174metres is required for a turboprop. TleH21 metres
longer than the Islandigort main runway.

Clearly the length of the runway at thsldndAirport heightens safetgoncerns about the
use of the Q400, but there are other issues that illustratdihairport is inappropriate
for aircraft as large as the Q400.

When there is a strong crosswind,rthies no alternative runway, and flights will have to
divert to Pearson.

Bombardier engineers, in a papertrooitled nAtt
Rol e, 0 state that with temperatures at 30+C,
maximum weight takeff requirements of the Q400. That is 609 metres longer than the

main runway. During July 2005, there were six days when temperatures reachaai29C

six days when it reached 30+C.

2. Inadequate Runway Safety Areas
Therunwaysafety areas for theinwayused by Porter arenly 91 metresin the east and
only 85metresin the west. They cannot be expanded.

The Air France flight 358 crash at Pearso2005 departed the end of the runway at a
groundspeed of approximately 80 knots and came to rest in a ravine.

If that had occurred at the Island Airport, the aircraft would have plunged into water deep
enough to result in numerous fatalities.

As noted byaMarch 17, 201@lobe report,

Major runways at Canadian airports are still too shamtreasing the risk of

planes overshooting the runway like the Air France jet that crashed and burned
five years ago at Toronto's Pearson International Airport, thespoatation

Safety Board is warning.

In a blast against government inaction, the independent federal bodtg said
recommendatiofor the creatn of 300metre safety areas at the end of major
runways has been ignored by Ottawa and the country's big airports.

Even worse, the board said, the government is only consulting the aviation
industry on the addition of a 15@etre safety area, or half tife length
determined to be necessary after the 2005 Air France crash in Toronto.

In an interview, Transportation Safety Board chair Wendy Tadros said the process
is Ataking too |l ongo seeing as how pl anes
the biggesproblems facing the aviation industry.
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http://www.bst-tsb.gc.ca/eng/rapports-reports/aviation/2005/a05h0002/a05h0002_sec3.asp#a4
http://www.bst-tsb.gc.ca/eng/rapports-reports/aviation/2005/a05h0002/a05h0002_sec3.asp#a4

ASomewhere in the world, about once a mon
of a runway in bad weather. l't'"s a persis

Specific disclosur e of niaysafety arédasamissingfrom por t 6 s
the Preliminary Prospectus.

3. Bird strikes

Transport Canada regards all wildlife in and around airports as a potential hazard to
aviation safety. The Toronto Island Airport is on the shore of Lake Ontario and has an
estimaté bird population of 100,000 shore birds, most of which are gulls or other large
water fowl, such as geesevansand ducks.

Theend of the main runway of thelandAirport is about 100 metres from a large bird
sanctuary. Toronto Island is also a majogratory route for birds similar to Point Pelee.
Birds are in abundance and around the island and tistahdAirport.

Transport Canada statistics show that shore birds and gulls in particular account for the
greatest number of bird strikes, and eygbe¢rcent of bird strikes occur during takeoff and
landing. The CADORS birdtrike report shows that Porter aircraft had six bin#kes at

the Island Airport in theummerof 2009 The company has more aircraft in 2010 and we
can expect more bird strike

Bird strikes can be so serious that the damaged aircraft may require new leading edge
panels, prop blades or whole new propellers or even an engine change. One bird strike
shattered a wing leading edge panel of a Q400 and left a hole big enoughahdt a

could fit through.

Bird strikesat the Island Airporpresents @otentiallyserious risk to Porter Airlines and
shouldbe specifically discloseih the Preliminary Prospectus.

Island Airport Capacity Issues

According to the documerilly Bishop Teonto City Airport Capacity ReporEebruary
2010, produced by TPA consultadacobs Consultancy, service, especially from the
island airport to the mainland, will be greatly curtailed by ferry capacity should Porter
reach its operating goals.

The TPA asannounced plans to build a tunnel to solve the passenger traffic congestion

probl em. However, the TPAG6s Financial State
Canada decision on payments in lieu of taxes, make it clear that it is in no shape fiscally

to take on a tunnel.

TheCapacity Reportt P. 15, makes cl ear the i mportance
capacity problem.

fiThe need to keep a high level of service cannot be emphasized enough. The
Ai rport 6s bsuwsrkingmecisely becalise the lewalservice is high
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in terms of travel time, hassle and congestiothif modelis allowed to break
down, theconsequences coldla mage t he viability of the

The Preliminary Prospectus does not disclose any contingency planning to exterd P
or the TPA having to keep passengers stranded on the island waiting for the ferry because
too many planes are disgorging their loads too quickly.

Prepared by CommunityAIR
May 10, 2010
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Appendix 1: TransportMinister statesthat the Q400 is not STOL

-
INQUIRY OF MINISTRY
DEMANDE DE RENSEIGNEMENT AU GOUVERNEMENT
CriATA PREPARE ™ ENGLISTT AN 3 FRENCH MaRKING "ORIGINAL T EX 1* O "3 ANSLATION®
PREFARER EX ANCLAIS ET EN “2ANCAIS [NSCRIVANT “TEXTE CRIGINMAL {10 *1 RACUCTION®
FYEY u;;N' NOATDE LA QUESTION | 8y - DATE —
Q-135° Ms. Chow January 25, 2607
- (Irinity-Spudinug
FETLY DY T-E W NISTER CF TRLASPIST. (1F =A% 1AULCTURS ANC COMMING £5
RESCHSE DU WS nes TRANSAORTS, CF L' INFRAS TFUL T URE LT OES 3041 FCIRITes
/ ,/ U
4 1\
Y SN
SIGAATLRF
VIMA: =K OF FARUAUCNTARY SECRETARY
MINSTRE OU SSCHE TAIFE “AREMENTAIRS
QLESTICN

135" — January 25, 2007 — Ms, Chow (Trinity—Spadina] — With respect to the Tripartite agreament of 1953
and amended in 1985 betwean the government, the City of Terento and the Toronto Pore Authorty: (a) has a
certificate been issued indivating that the Bombardier Q400 maets the definition of Short Take-off and
Landing; (4] has the Bombardier Q400 undergone test flights using the Toronto City Centre Alrport to
determine if it meels the six degree glidepath requirements and, if sa, when were those tesl Mights conducted
and what wore the resuits ot those test flights; and (¢} haw does a commercial airline using ten aireratt and
operating 14 round trips each day fit into the detinilion of general aviation under the Iripartite agronment?

o TEREATON

TRIARA TRET
LMTZ OR Giblad TSN

REPLY ¢ AFHCNSF

Trinartite Agreoment references to a s deagree flight requirement only anp'y to Shor: Taka-off and
Landing cperations. The Bombardier Q400 is no: a Sharl Take-off and Landing aircratt.

On July 19, 183, ar emendment ta the I'ipzrtia Agreement clause 1(4) edded the Dash-8 1o the
definiticn of general aviation parvilled to operate at Toronly City Gentre Airsort. Genaral aviation,
asitis cefned in the Inpartite Agreement, incluces all civil aviation activties vadeitaken by
incividuzls, arganizat ons or corpotate enlitios engaged in the cperation of commercially registerad
arrcraft. The aircra®t kaown uncer the lrade name of Bombardier Q400 is 2erorautically classified
&s a PHC-8 400 Dash a'rcra®t, whizh is incluced in the Tripartite Agresmant definition of geraral
evigicn, and is therefors compliant with the terms gne conditors of the: Agreemeant,

Copies of Bombarcier DHC-8 400 aircreft tests may se revuestec frem Bembardier Inc.

On September 25, 200€. Trarsport Canada issaed Parter Airlines Inc. 21 Air Opsrating Certificate.
The DHC-8 400 aircraft is a cartif e aircraft allowed to opcale ir Canaca. The Q400 sircraft san
manevver ard jard saiely 2t Toronta City Centre Airoort,

The Q4100 sircraft must ooerate in zccordancs with the: Tripartite Agreement restrictiona raga-ding
aircra’t rwise #nd must abde by the noise abaterment prosedures publishaa in Canada Air Pilot.
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Appendix 2 Letter from TPA CEO Lisa Raitt

2]
Hepg32 Toronto 4/ Administration
Port g N} Portuaire
Authority i de Toronto
Lisa Raitt 2 =5
President & Chiat Exacutive Offcor
Présidente-drectics ghnbrsis

60 Harbour Street, Toronto, Ontario, Canada M5J 187
Tel(Tél: 416.863.2016 » Fax/Télécopieur: 416.863.0495 « email: lraitt@torontoport.com
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Ui

O%T -3067 -Q\loa-lq
May 10, 2007

£S5

Mr. Andrew Steinberg

Assistant Secretary for Aviation
and International Affairs

Office of the Secretary

U.S. Department of Transporiation

400 Seventh Street, 8. W.

Washington, D.C. 20590

Dear Mr. Steinberg:

In connection with the application filed on February 26, 2007, by Porter Airlines Inc.
(“Porter”) for an exemption and foreign air carrier permit, we are writing to set out the
facts relating to access to the Toronto City Centre Airport (*“TCCA”). As you are aware,
the Toronto Port Authority (“TPA™) operates TCCA. Contrary to the allegations set out
in the Air Canada surreply filed with the Department of Transportation on March 22,
2007, the TPA has never denied a U.S. carrier access to TCCA. The most recent
application by a U.S. carrier to operate from TCCA was filed by US Airways Group, Inc.
(“US Airways”) in December 2006. TPA promptly granted US Airways’ request for
access to TCCA. Tollowing the grant of access, US Airways has not contacted the TPA
again on this matter. No other requests have been made since then, by any other U.S.
carrier, for access to TCCA. Please find enclosed the correspondence between the TPA
and US Airways.

Canadi
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TORONTO PORT AUTHORITY
ADMINISTRATION PORTUAIRE DE TORONTO

Best regards,

TORONTO PORT AUTHORITY
i,

ii?m \

Lisa Raitt
President & CEQ

LR/jm

o8 The Honourable Lawrence Cannon, P.C., M.P.
Ambassador Michael Wilson

Susan McDermott, Deputy Assistant Secretary, Aviation of International Affairs
Keith Glatz, Office of International Aviation, Department of Transportation

Encl.
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