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1.0 FBCL

The Federal Bridge Corporation Limited (FBCL) is a parent Crown corporation operating at arm'’s length from the
federal government. FBCL is either directly or through its wholly-owned subsidiaries, responsible for three
international bridges and associated structures in Ontario (Cornwall, Sault Ste. Marie and Thousand Islands
crossings) and in the Greater Montreal Area three major bridges and their approaches (Jacques Cartier, Champlain
and Honoré Mercier bridges), and three associated structures (Bonaventure Expressway, Champlain Bridge
Estacade and Melocheville Tunnel). Its international and domestic bridges are some of the most important fixed-
link crossings in Canada. Each year, an average of 150 million vehicles cross FBCL's bridges, making them among
the busiestin North America.

1.1 Mandate

FBCL was established in 1998 to oversee and be accountable for the bridges under its control and to provide
strategic direction to the asset operators under its jurisdiction. Its mandate is to provide the highest level of
stewardship so that its bridge structures are safe and efficient for users. The Corporation is also in a position to
provide expertise and advice to the federal government with regard to design, building, maintenance and
operation of bridges and associated structures.

1.2 FBCL Group

This consolidated quarterly financial report include the accounts of FBCL, its wholly owned subsidiaries, the
Jacques Cartier and Champlain Bridges Incorporated (JCCBI) and St. Mary’s River Bridge Company (SMRBC)
and its proportionate share (50%) of its interest in its government partnership, Seaway International Bridge
Corporation (SIBC) herein referred to as the “FBCL group”.
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2.0 Q12011-2012IN REVIEW

This quarterly financial report has been prepared in accordance with the requirements of the Financial
Administration Act and the Standard on Quatrterly Financial Reports for Crown Corporations issued by the Treasury
Board Secretariat with the exception of the presentation of the comparative information presented against the
2010-2011 fiscal year versus the 2011-2012 first quarter due to the timing of the enactment of the legislation and
the availability of the required financial information across the FBCL group including international partners.

This quarterly financial report assesses the operations and financial status of FBCL for the fiscal quarter ended June
30, 2011. It should be read in conjunction with the interim unaudited condensed consolidated financial statements
and related notes included herein and the annual audited consolidated financial statements and supporting notes
included in FBCL’s 2010-2011 Annual Report. Unless otherwise indicated, all amounts are expressed in Canadian
dollars and have been primarily derived from FBCL’s interim unaudited condensed consolidated financial
statements prepared in accordance with Canadian generally accepted accounting principles (GAAP) for the public
sector.

2.1 Summary

FBCL reports a consolidated deficit of $1.7 million for the three months ended June 30,2011 (Q1) compared to
the consolidated deficit of $2.4 million for the twelve months ended March 31, 2011. Q1 results have been
strong with revenues at international bridges continuing to gradually increase and significant progress being

made in the delivery of major projects specifically
with the initiation of the construction of the new Consolidated Q1 Deficit
North Channel Bridge in Cornwall, the painting of the (millions of dollars)
South Channel Bridge in Cornwall, the completion of
the federal component of the Honoré Mercier Bridge

rehabilitation project contract A related to the bridge

2011-12 Budget

2010-11 Actual

approaches, the initiation of contract B for the
replacement of the bridge deck and the ongoing 10-

year maintenance program on the Champlain Bridge.

In addition, the federal government made a substantial investment in the subsidiary, The Jacques Cartier and
Champlain Bridges Incorporated totalling $227.6 million over 3 years as part of Budget 2011. This investment
includes funding for a number of important capital works and required maintenance expenditures.

The consolidated net debt of FBCL has increased to

$222.9 million at Q1 due to the continued Consolidated Net Debt
(millions of dollars

investments in tangible capital assets through major

projects, notably in Q1 the new North Channel bridge
construction project ($3.2 million), the Honoré 2011-12 Budget
Mercier Bridge rehabilitation project ($9.2 million) and 2010-11 Actual
the Champlain Bridge maintenance project Q12011-12  ee—
($9.5 million). Actual

400
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2.2 Outlook

Looking ahead to the next quarters, FBCL expects to continue to deliver on its major infrastructure projects at
the Cornwall and Sault Ste Marie international bridge locations as well as on the Honoré Mercier Bridge and
Champlain Bridge in Montreal. FBCL expects that its results will vary from plan in respect to some of these
projects as works have been initiated later than planned as outlined in section 3.3 - Risk Analysis.

I |||l||||| f‘ a;

New North Channel Bridge under construction in Cornwall.
In-Water works for pier one and pier two as seen from Cornwall Island.
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3.0 DISCUSSION OF FINANCIAL RESULTS

3.1 Results of Operations
SEASONAL TRENDS

FBCL experiences some seasonal variations in financial results. From a revenue perspective, a greater number
of bridge crossings are completed at international bridge locations in the second and third quarters of the
fiscal year and usually result in higher toll revenues. In the first and fourth quarter, a lower number of bridge
crossings are attained resulting in lower toll revenues. This demand pattern is principally a result of leisure
travelers and climate resulting in preference for travel during the spring and summer months. Economic
conditions in Canada and the United States also have an important influence on international vehicle traffic.
As the value of the Canadian dollar rises there is an increase in passenger vehicle traffic to the U.S. and lower
export volumes thus a decrease in truck traffic; as the dollar declines the opposite occurs.

In regards to its expenses, FBCL incurs important annual maintenance and asset rehabilitation costs during
the construction season spanning the first three quarters of the fiscal year. These planned expenses can be
influenced by varying weather conditions particularly in the third quarter with the onset on the winter climate.
Expenses for operations and administration are not considered to have important seasonal variations.

STATEMENT OF FINANCIAL POSITION

Financial Assets
Total financial assets increased by $9.2 million to $57.4 million at June 30, 2011 or 19% compared with
$48.3 million as at March 31, 2011.

The net cash position of FBCL has decreased by $13.7 million to $14.7 million at June 30, 2011 ($28.5 million at
March 31, 2011). This decrease is mainly due to the timing of receipt of parliamentary appropriations from the
Government of Canada for domestic bridges in Montreal. The receivable Due from Canada has increased to
$24.2 million as at June 30, 2011 ($5.0 million at March 31, 2011).

The variation in receivables ($3.4 million) is attributable to timing difference of receivables and variations in
activities level. Variations in other assets are minimal.

Liabilities
The increase in deferred capital funding of $12.6 million to $226.4 million as at June 30, 2011 ($213.8 million at
March 31, 2011) is the results of the initiation of the construction of the new North Channel Bridge and major

works undertaken in Montreal on the Honoré Mercier Bridge. These sums will be amortized over the estimated
useful life of the funded asset to which it relates.

In completing major projects, FBCL and its subsidiary, JCCBI have entered into construction contracts that
include a portion of payment not payable until certain works are completed and meet the performance
requirements. These holdbacks have increased to $5.3 million at June 30, 2011 ($2.3 million at March 31, 2011)
as a result of ongoing rehabilitation works on the Honoré Mercier Bridge in Montreal and the initiation of the
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construction of the North Channel Bridge in Cornwall. These amounts will become payable once the works are
completed over the next several years.

The asset retirement obligation of $15.6 million at June 30, 2011 ($15.4 million at March 31, 2011) relates to
the intention of the Corporation to demolish the existing bridge in Cornwall once the construction of the new
bridge is completed.

The variation in payables of $6.5 million is attributable to timing difference in payables and activities level.
Variations in other liabilities are minimal.

Non-Financial Assets

Tangible capital assets increased by $11.3 million or 4.3% compared with the balance sheet of March 31, 2011.
This increase stems mainly from the initiation of the construction of the new low-level North Channel Bridge
in Cornwall in May 2011 with the beginning of the in-water works ($3.2 million for the three months ended
June 30, 2011) and the continued major rehabilitation works on the Honoré Mercier Bridge ($9.2 million for
the three months ended June 30, 2011).

Amortization of $2.8 million has been recorded in Q1 ($9.3 million for the year ended March 31, 2011).

REVENUE

Consolidated Revenue

FBCL's consolidated Q1 revenue totalled $3.7 million ($14.0 million for the twelve months ended March 31,
2011) and represents 26% of budgeted annual revenues. This level of revenue is slightly higher than
anticipated for this period due to higher traffic volume on international bridges.

Tolls and Thousand Island Bridge Operating Revenue

The tolls from international bridges of $1.7 million in Q1 are strong mainly due to the continuing recovery in
Cornwall since the bridge closure disruption in 2009, the positive volume of traffic at the Thousand Islands
and Sault Ste. Marie bridges linked to the high Canadian dollar and its positive impact on cross-border
shopping. This trend is offset by lower commercial traffic due to a decline in Canadian exports to the United
States.

Leases and Permits
Revenues from leases and permits remained stable in Q1 at $1.0 million or 20% of budgeted annual revenues
(54.5 million for the twelve months ended March 31,2011).

Parliamentary Appropriations

Parliamentary appropriations for operating expenses totalled $15.9 million in Q1 ($57.9 million for the twelve
months ended March 31, 2011) representing the allocation to the subsidiary, JCCBI for its

operations -$7.7million) and the operating funding for the Champlain Bridge maintenance ($7.9 million).

Parliamentary appropriations for capital expenses totalled $12.6 million in Q1 ($21.6 million at March 31,2011)
and include the allocations to the subsidiary, JCCBI, for its ongoing capital program ($0.2 million), for the
Honoré-Mercier Bridge rehabilitation project ($9.2 million), for the Champlain Bridge maintenance
($1.5million) and the capital funding for the new North Channel Bridge ($3.3 million).
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In addition, the subsidiary, JCCBI, received an additional funding allocation of $227.6 million over 3 years as
part of the 2011 Federal Budget for major maintenance works on a number of bridges and associated
structures in Montreal ($31.8 million in 2011-2012; $86.0 million in 2012-2013; $109.8 million in 2013-2014).
The 2011-2012 amount of $31.8 million was allocated to the subsidiary JCCBI as part of the 2011-2012
Supplementary Estimates A with $18.2 million planned as operating expenditures and $13.6 million planned
as capital expenditures.

A schedule reporting on the use of parliamentary appropriations is included in section 3.5.

EXPENSES

Consolidated Expenses

FBCL Q1 consolidated expenses totalled $22.9 million, representing 26.8% of budgeted annual expenses
($79.9 million for the twelve months ended March 31, 2011). These expenses include the delivery of the third
year of the 10-year maintenance plan for the Champlain Bridge in Montreal ($7.9 million) for which specific
parliamentary appropriations have been received. Another important expense is the second year of a multi-
year painting project on the South Channel Bridge in Cornwall totalling $1.0 million in Q1 (1.6 million for the
twelve months ended March 31, 2011).

Maintenance
Maintenance expenses account for 66% of expenses in Q1 reaching $15.2 million ($52.3 million for the twelve
months ended March 31, 2011) and are in line with annual budgeted expenses of $57.6 million.

On the Champlain Bridge, the third year of the $212.0 million 10-year maintenance program is underway.
Expenses in Q1 totalled $7.9 million representing some 33% of the total planned expense of $23.9 million for
2011-2012 ($25.4 million for the twelve months ended March 31, 2011).

Also, the second year of a multi-year painting project on the South Channel Bridge in Cornwall is underway
with expenses totalling $1.0 million for Q1 ($1.6 million for the twelve months ended March 31, 2011).

Operation
Expenses for operations totalled $1.4 million in Q1 or 25% of total planned expenses ($5.5 million for the
twelve months ended March 31, 2011).

The costs of operations remain constant across the portfolio with minimal variation anticipated.

Administration
Administration expenses of $2.6 million in Q1, representing 24% of the annual budgeted amount,
($10.1 million for the twelve months ended March 31, 2011) are in line with budget.

Thousand Islands Bridge Operating Expenses
Operating expenses at the Thousand Islands Bridge of $0.8 million for Q1 (2.7 million for the twelve months
ended March 31, 2011) represent 4% of total expenses and are in line with budget.
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Amortization

Amortization expenses of $2.8 million in Q1 ($9.3 million for the twelve months ended March 31, 2011)
account for 12% of total expenses and vary depending on the completion date of the capital projects to which
they relate and the initiation of the amortization period.

3.2 CashFlow

FBCL's cash flow is primarily dependant on the timing of receipt of parliamentary appropriations for its major
project expenditures. These appropriations are received only once the expenditures are incurred. At Q1, the
amount Due from Canada has fluctuated by some $19.2 million to $24.2 million at June 30, 2011 ($5.0 million
at March 31, 2011). Also related to the major projects is the amount for construction holdbacks and the
deferred capital funding related to the Honoré Mercier Bridge rehabilitation project and the North Channel
Bridge construction in Cornwall that have increased by $3.1 million and $12.7 million respectively. The
remainder of the fluctuation is due to regular operations and variance in working capital.

3.3 Risk Analysis

FBCL continues to monitor and implement mitigation measures to address its primary issue that of the
ongoing safety of its bridges. As well, it continues to address its financial sustainability issues and strive for
improvements in its corporate structure.

SAFETY OF BRIDGES
The infrastructure in the portfolio is aged and some bridge assets, particularly in Cornwall and in Montreal are

operating beyond their intended lifecycle. There is a delicate balance between preserving the existing bridges
and ensuring their safety at all times. There is a critical point where regular maintenance and repairs are no
longer sufficient and decisions on major rehabilitation or replacement of structures is required.

In delivering its mandate, FBCL and its subsidiaries are currently engaged in a number of significant
infrastructure projects. The primary risk in each of these projects is the ability to deliver on time and on
budget within the pre-established scope of works as any changes can impact overall budgets. As of Q1, each
of the major projects is progressing as planned with the exception of some delays being incurred in the
Honoré Mercier Bridge rehabilitation project as noted below.

Major Projects
FBCL and its subsidiaries are currently performing major projects on the bridges and associated structures for
which it is responsible. The following describes the key project accomplishments in Q1.

Honoré Mercier Bridge Rehabilitation (Montréal)

The replacement of the deck on the federal portion of the Honoré-Mercier Bridge continues to be carried out
by way of two contracts and in partnership with the Ministére des Transports du Québec (MTQ). As of June 30,
2011, the total estimated project cost is $135.0 million, as budgeted. The federal portion of Contract A related
to the approaches is now complete. In Q1, a provincial portion of the Honoré-Mercier Bridge was closed by
MTQ due to safety concerns. At the request of MTQ, emergency repairs (provincial) have been added to
Contract A and these works should be completed this Fall. The provincial bridge closure required important
additional efforts by the subsidiary, JCCBI in stakeholder liaison and contractor coordination for additional
works and absorption of traffic on the other South Shore bridges of Montreal.
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The second phase of this project, Contract B, consisting of the complete replacement of the bridge deck has
progressed with works off the Mohawk territory. This contract is one year beyond plan due to labour and
jurisdictional issues between the Mohawk community and the Province of Quebec. The majority of the issues
have hopefully now been resolved and the federal portions of the work will continue through 2012 and the
Quebec portions will be completed thereafter.

Champlain Bridge (Montreal)

2011-2012 is the third year of delivery of the 10-year, $212.0 million Champlain Bridge maintenance program.
Works totalling nearly $33.0 million are planned. Currently, works of $29.0 million have been awarded and are
underway. Safety and security risks are being managed through this program.

The subsidiary, JCCBI has completed a pre-feasibility study in partnership with MTQ examining options for the
Champlain Bridge corridor. The study has been shared with government for consideration.

Canadian Customs Plaza Rehabilitation (Sault Ste. Marie)

This project is governed by a budget of $44.1 million originating from the Gateways and Border Crossings
Funds managed by Transport Canada and is in the construction design phase. Efforts are being focused on
the necessary land acquisitions to realize the project. Funding for property acquisitions is not included in the
project budget and is planned to be financed through a commercial loan with an upset limit of $5.0 million, in
accordance with the financial capacity of this location. Timelines are being reviewed to allow for the necessary
negotiations for the land acquisitions.

New Low Level North Channel Bridge (Cornwall)

Construction of this new bridge was initiated in Q1 with the mobilization of workers for the in-water works
(contract 1). As atJune 30, 2011, the foundation for the first pier was completed and work is progressing on
the next piers. This construction has had a positive impact on the local economy with the sourcing of
materials and participation of the Mohawk community in the works. The second contract consisting of the
construction of the bridge itself was tendered with a planned closing date of August 2011. This project is
progressing well and within the allocated $74.8 million. A comprehensive communication strategy including a
live blog site has been established to keep the local community and stakeholders well informed of the project
progress.

In addition to these works, CBSA continues to examine its location options and decisions are anticipated
within the next quarters. Additional federal funding will be required for this component.

FINANCIAL SUSTAINABILITY

FBCL must continue to review its plans to ensure long-term financial sustainability of its operations at all
international crossings. At issue is the inability of FBCL to finance major capital projects and CBSA
requirements at international crossings as well as sufficient and longer-term funding to maintain the federal
domestic bridges in Montreal without additional federal government support/appropriations.

The subsidiary, JCCBI, received an investment of $227.6 million over 3 years as part of Budget 2011 for its
capital and maintenance program for the domestic bridges in Montreal. Longer-term funding needs for these
assets will require further assessment in the upcoming years.
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Expenditure Restraint and Governmental Review Initiatives

In recent budgets, the federal government has provided guidance on a number of areas of expenditure such
as wage increases, hospitality, training and conferences, amongst others. Each of the entities within the
portfolio has, in support of the government direction, been actively reviewing its expenditures in order to
maintain and where feasible reduce costs.

In addition to the above noted financial risks, FBCL in its operations faces specific financial risks related to
credit, liquidity, interest, currency and market. These risks are described in FBCL's 2010-2011 annual report
and are not considered significant due to the nature of the transactions and the policies, practices and internal
controls in place.

HUMAN RESOURCES
The employment levels at FBCL and its subsidiaries, SIBC and SMRBC have remained stable. Overall, there are

no labour issues within the portfolio. At the subsidiary, JCCBI, the increasing maintenance and capital
requirements have resulted in additional staff being required particularly related to engineering to meet the
project requirements. This subsidiary also manages two collective agreements. The first collective agreement
with white collar workers has expired and negotiations will be undertaken in the third quarter of 2011. The
second collective agreement with the blue collar workers will expire at the end of the third quarter and
negotiations will be initiated thereafter.

3.4 Significant Changes

CHANGE IN ACCOUNTING POLICY
The Public Sector Accounting Board has published an amendment to the Public Sector Accounting (PSA)

Handbook which eliminates the "government business-type organization" category. The Corporation has
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