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Report of the Chair
It gives me great pleasure to provide my second report as
the Chair of your Airport Authority. In making this report it is
appropriate that I comment on the year 2002 and what I
see going forward into 2003.
Airport operators continued to face a number of
challenges in 2002. The continued impact of the events of
Sept 2001 on air travel together with uncertain economic
times resulted in passenger traffic remaining off its previous
highs. Fortunately for Victoria, our position as a tourist
destination plus the relative financial stability of this area
gives us a strong base of pleasure and business travellers
and cushions the impact of economic dislocations felt
elsewhere.
Focusing on some highlights of the year, it was a great
honour to welcome the Queen to Victoria International
Airport on October 4th, at the start of her Golden Jubilee
Tour of Canada.

Alan Peterson - Board
Chair

In November we opened the newly expanded air terminal
building, and were very pleased with the community
reaction to the facility. This project has been underway
for over three years and it is a credit to our CEO, Richard
Paquette, our Project Manager, Darcy Kray of Durwest
Construction Management, and our Architect, Tom Moore of Moore Paterson. The project not only
came in as promised: “on time and on budget”, but is also a beautiful and functional facility. The
opening ceremony was well attended by the community, and we were able to unveil two remarkable
pieces of public art to complement the building.
At time of writing the Board is considering whether to proceed with the final phase, which is the
reconstruction of the departures area. This phase was to be completed at a later date, but the need
for more space to accommodate new security baggage screening equipment and the opportunity
to receive some funding from the Canadian Air Transport Security Authority towards construction costs
has brought our timetable forward. The Board, following consultation with the airlines, may decide to
move forward with the final phase in 2003.
Your Authority continued to play an active role in the Canadian airport community through our
participation in the Canadian Airports Council. Our CEO was part of an airports’ task force that
worked on the Canada Airports Act, consulting with the federal government as the Act took shape.
We continued to actively pursue the rent issue, and late in the year the government appointed a
number of accounting firms to give an independent assessment of airport rents. We are awaiting the
results of that review and it remains uncertain whether the session of Parliament will take action that will
benefit Victoria. We are also involved, through our CEO, on a number of other issues affecting airports
in Canada, including security matters, safety regulations, policing and so forth. It is a credit to the
Board and Management of this Authority that we are perceived by our peers as a leader in the airport
community and are asked to participate in and provide input on so many issues.
I referred to the proposed Canada Airports Act earlier and at time of writing the Act has now been
introduced into Parliament. We have worked hard during the development of the Act by the Minister
of Transport to limit its’ impact on our present structure and the way we do business. We alerted our
Municipal Nominators early in 2002 about possible reductions to the number of Board members that
could be nominated by Municipalities under the proposed Act. The Act in its present form would
reduce Municipal nominees from the current 8 to 5. If and when the Act becomes law, (which is by no
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means certain), we will have much to do in consulting with our nominating Municipalities and others to
bring our Board structure in line with the Act. The present composition of the Board is working well and
it will be our joint challenge to achieve a similar success under the new Act.
We are also concerned about the increased regulatory cost burden resulting from complying with the
many reporting and monitoring requirements in the Act. Most disappointing, however, was the failure
of the Act to deal with the rent issue. No mention is made of a revised rent regime in the Act and the
issue remains outstanding.
The Board was very pleased with the performance of the Authority in meeting its objectives and
controlling costs in a challenging and ever changing environment. Management and staff deserve
much credit for the many results achieved this past year. The enthusiasm and dedication of our
employees is our greatest asset.
I am pleased to report that we continue to have excellent working relationships with our neighbouring
Municipalities, our tenants, the airlines and our other partners, customers, and users of the airport.
We remain committed to the goals of enhancing both air travel and improving the airport as an
economic generator for the region by facilitating development of airport lands and the creation of
jobs and revenue for our communities.
In closing, I wish to acknowledge the hard work and dedication of my fellow Board Members; their
collective experience, wisdom and good common sense contribute greatly to any success we have
enjoyed. It is an honour and pleasure to serve as your Chair. On behalf of the Board I thank our CEO
Richard Paquette, the managers, and staff for your hard work and commitment to the Authority. To
the communities of southern Vancouver Island, we thank you for your continued interest in and support
of your airport.
Respectfully submitted,
Alan Peterson, Chair,
Victoria Airport Authority

Her Majesty Queen
Elizabeth II, greeted
by Premier Gordon
Campbell and Alan
Peterson

Victoria Airport Authority 2002 Annual Report

A New Sense of Place
The opening of our newly
expanded
terminal
building on November
23, 2002 was a proud
moment for the Victoria
Airport Authority. The new
building was designed
to create a feeling
of openness and an
exciting sense of place
that immediately tells
visitors that they have
arrived in Victoria. The
project was delivered on
budget ($19,239,000).
Our thanks go out to
the travelling public that
graciously accepted our
construction zone over
the past three years.

The opening ceremony
of the new terminal
building

The opening of the terminal provided a perfect opportunity to unveil two outstanding pieces of
public art created by local artists Linda Stanbridge and Robert Wise. The opening celebration was a
tremendously successful community event thanks to the generous support of our airlines, car rental
agencies, land tenants and our restaurant operator.

Challenges and Changes for Victoria’s Airlines

Air Canada’s New
Regional Airline (Jazz)

2002 was a year of challenges and changes for the airlines serving Victoria. Overall, airline passenger
activity was down by 4.8%, and aircraft movements declined by 8.9%. A weak economy, lingering
doubts arising from the tragic events of September 11, 2001 plus the additional burden of the new
$12 Passenger Security Tax, had a negative impact on airline activity across Canada.
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In response to the changing needs of
today’s traveller, Air Canada created a
number of distinct brands tailored to the
needs of their customers. In Victoria, Air
Canada’s mainline service continued to
provide daily non-stop flights to Toronto.
Air Canada also introduced their national
low cost carrier Tango for the summer
of 2002 with destinations to Calgary
and Toronto. Air Canada’s new western
low cost carrier ZIP announced the
introduction of service between Victoria
Pacific Coastal Airlines
caught at just the right
and Calgary continuing to Winnipeg
moment
commencing in February 2003. VAA
lobbied directly with Air Canada for this service and was very pleased by this announcement.
Air Canada’s newly formed regional affiliate JAZZ (formally Air Canada Regional and airBC), continued
to connect Victoria to the Air Canada system through its Vancouver hub with 20 daily departures. Last
year, JAZZ’s Victoria team was recognized with the Airline’s “Best On-Time Performance” Award.
2002 saw the sixth year of growth for WestJet in Victoria with a 20% increase in departing passengers.
WestJet continues to expand its network and currently links Victoria to 17 cities across Canada. A
highlight for our city was WestJet’s winter charter program to Puerto Vallarta operated through Air
Transat Holidays.
Horizon Air’s six non-stop flights per day to Seattle witnessed an 8% increase in passenger activity in
2002.
The introduction of enhaned security regulations and the Federal Security Tax imposed a significant
burden on Pacific Coastal Airlines’ price sensitive service to Vancouver. Prior to September 11, 2001
Pacific Coastal passengers could fly direct to Vancouver’s South Terminal and back without the
requirement for pre-board screening. This arrangement changed with the introduction of new federal
regulations prohibiting non-screened passenger flights to Vancouver.

Passenger Activity 2001-2002
Passenger Totals 2001 - 1,158,113
Passenger Totals 2002 - 1,102,247
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Safety and Security
VAA’s highest priority is safety and security.
In response to the tragic events of September 2001
a number of security enhancements designed to
protect the travelling public were implemented at
Victoria International.
During 2002 the number of
Commissionaires and pre-board screening staff doubled.
State-of-the-art technologies have been introduced
to enhance air terminal surveillance and security. New
restricted areas passes have been issued. New explosive
detection equipment at pre-board screening and check
baggage locations, have been installed along with an
upgraded closed circuit TV system.

Passenger safety is our
highest priority

The October visit of Her Majesty, Queen Elizabeth II was
a highlight for the Airport. VAA’s operations and security
staff assisted the RCMP and British Secret Service in the
provision of security services for Her Majesty and the royal
aircraft.
The Airport security detachment responded to 189 incidents of all types – safety, security and medical.
1183 Lost & Found items were catalogued and returned to their owners. When items went unclaimed
they were donated to the Salvation Army and nursing schools in Third World countries.
In April 2002 the Federal Government created the new Crown Corporation, Canadian Air Transport
Security Authority (CATSA) to assume responsibility for selected aviation security matters. The creation
of CATSA relieved the airlines of the responsibility and cost of pre-board security screening. To fund
CATSA the Federal Government introduced the $12.00 Passenger Security Tax on air travel. Principal
among VAA’s concerns was the negative impact this tax had on price sensitive short haul routes, which
make up a large percentage of Victoria’s traffic.

Tango and Horizon Air
on the terminal apron
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Airport Operations
During 2002 a comprehensive Airport safety management
program was implemented to systematically address critical
risks. VAA’s Emergency Planning and Response Manual, airfield
safety inspections, airside vehicle operations, construction
safety, bird and wildlife management, winter operations and
terminal apron management programs were all upgraded.
On September 24, 2002 the VAA conducted a full-scale
security exercise based on a bomb threat directed towards
a trans-border carrier. In an era of heightened security, the
exercise provided an opportunity for Victoria Airport to assess its
ability to respond to a major security incident.
VAA conducts monthly “tabletop” exercises designed to
simulate emergency situations such as; aircraft crashes,
earthquakes, fuel spills and security threats. These exercises
Victoria Police Canine
involve the participation of the RCMP, the Sidney and North
unit doing bomb search
Saanich Volunteer Fire Departments, Canada Customs and
exercises
Revenue Agency, 443 Squadron, Nav Canada, the Victoria
City Police Bomb Squad, the Commissionaires, the Victoria Airport Authority and the staff of the airlines
that serve Victoria.
Ongoing emergency response
training scheduled throughout
the year was instrumental in
the successful management
of a number of potentially
dangerous incidents and life
threatening circumstances. Of
particular significance were the
management of an accidental
mercury spill in the terminal
building and the use of our
newly purchased defibrillator to
help save the lives of two of our
passengers.

VAA staff working on
the fire training area
remediation

Community Support
Each year the VAA is proud to support community organizations.
During 2002, VAA staff and equipment were supplied to support the Sidney Anglers Society and the
Peninsula Streams Society in support of their restoration of Reay and Ten Ten Creeks. The Authority
continued to provide land to accommodate the Peninsula Little League, Air Cadet 676 Kittyhawk
Squadron, the Admiral Budge Sea Cadet Squadron and the Memorial Parks Society.
VAA was pleased to provide wall space in the terminal building for the Peninsula Arts Council and the
Sidney Shutterbugs Camera Club to showcase their artwork. The Authority also continued to support
the Lions Society’s donation boxes in the terminal building for their fund raising campaign.
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Capital Initiatives and Business Plan

Thousands of Dollars

Capital projects implemented by the Victoria Airport Authority in 2002 were:
Air Terminal Building Project
Rehabilitate Runway System Pavement
Flightway Obstacle Management
Upgrade West Camp Water System
Replace Terminal Building Water Meter Chamber
Upgrade Closed Circuit TV
New Baggage Carts
Fire Training Area Remediation
Upgrade Fire Hall Exhaust System
Security Door Access Control
Replace Firehall Roof
Minor Capital Projects
Reimbursement from Transport Canada for Security Related Capital Expenditures

$5,926.0
$1,733.3
$220.4
$125.0
$92.1
$45.8
$52.4
$15.0
$12.9
$9.4
$9.1
$61.8
$(209.0)
Total: $8,094.2

Thousands of Dollars

2002 Actual vs Business Plan
Plan

Actual

Difference

Revenue

$10,092.9

$10,468.6

+ $375.7

Expenses

$7,355.9

$7,374.8

+ $19.0

Capital

$7,662.2

$7,414.3

- $248.0

Explanation
Reimbursement of incremental security costs from Transport
Canada $264.4

Reimbursement of incremental security costs from Transport
Canada $172.8

Thousands of Dollars

Business Plan Cash Flow Forecast 2003 - 2007 (Note 3)
2003

2004

2005

2006

2007

Revenues

$11,668.6

$13,412.7

$13,971.6

$14,556.7

$15,169.4

Expenses

$8,786.5

$8,888.4

$9,451.1

$9,668.9

$10,038.4

Capital

$1,361.5

$2,906.2

$9,238.6

$2,342.2

$8,832.1

(Note 1)

(Note 2)
(Note 4)

Notes:
1. Airport Improvement Fee will increase from $5 to $10 effective July 1, 2003.
2. Expenses include interest on completed portion of Terminal Building Expansion Project
3. Assumes 3.0% passenger growth per annum from January 1, 2004
4. Capital Forecasts do not include any amounts for the Air Terminal Departures Phase and East
Expansion required to accommodate enhanced security measures as Board approval has not yet been
given.
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Customer Service
The Victoria Airport Authority wants every passenger to have a positive travel experience. The
implementation of new security measures and the ongoing construction activities in the terminal
building proved to be a challenge for our operations staff, security team, Red Coat Volunteers and
tenants. Our thanks go out to everyone involved in meeting the needs of the travelling public during
this transition period.
Special thanks are once again extended to the Airports’ Red Coat Volunteers for their superb service
contributions to our travellers and well-wishers. The Red Coat Program remains an unqualified success
and a symbol of Victoria’s warm hospitality.
The Authority would also like to recognize the Commissionaires for their dedication to duty and the
many kindnesses extended toward our younger and older clients throughout the year.
Some of our key customer initiatives this year have included:
> The opening of the 3rd level observation
deck with great views of our airfield and
aircraft.
Photo Right : The arrivals
and departures flight
display system

> The installation of a 2nd passenger loading
bridge to accommodate a larger number
of weather protected aircraft operations.
> The addition of 150 new baggage carts,
doubling the amount previously available to
our customers.
> The opening of a new coffee bar – featuring
Starbucks beverages.
> The introduction of a number of signage
improvements to help guide passengers
and well-wishers throughout the terminal building.

The Red Coat Volunteers
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Environmental Update
The Victoria Airport Authority is
committed to environmental
excellence
as
a
core
responsibility in the operation
and development of the
Airport.
VAA’s Environmental
Management Plan was recently
updated to document the
state of the environment at the
Airport. This document describes
recent improvements in noise
management;
reductions
in pollution; the clean up
of contaminated sites; the
surveillance of VAA and tenant

WestJet’s new and
quieter jet engines

developments; and, habitat protection and restoration initiatives.
During 2002 VAA was awarded the Provincial Capital Commission’s “Greenways Partnership Award” in
recognition of the partnership VAA developed with Fisheries and Oceans Canada, the Tseycum First
Nations, Sidney Anglers Society, Pendray Farms and Peninsula Streams in the restoration of Reay and
Ten Ten Creek’s
Noise management remains a high priority for the Authority. Over the past year the issue of aircraft
noise from nighttime flight training was examined. VAA
commissioned noise surveys of the Ardmore area
to better define the impacts of the training circuits.
Working with the Airport’s flight training operators,
community stakeholders, Transport Canada, and Nav
Canada, VAA reviewed the flight circuit procedures
and implemented improvements.
This past year Transport Canada funded an Air Quality
Monitoring Study at Victoria to determine the impacts
of aviation related emissions at a mid-size airport. VAA
volunteered to be the pilot for this study to enable us to
obtain baseline data for future analysis.
VAA undertook the clean up of Transport Canada’s
de-commissioned fire training area. In total, 1100
cubic metres of gasoline-contaminated soil was
removed from the area and placed in an on-site bioremediation cell. The remediation of the soil in the biocell should be complete by the summer of 2003.

A restored section of Ten
Ten Creek

As in past years, VAA conducted environmental
inspections on five of our major tenants’ facilities. The
results of these inspections reflected full compliance
with all environmental regulations and demonstrated
our tenants’ dedication to environmental protection.
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Transport Canada and the VAA

From left to right
Darcy Kray, Allan Peterson
(Board Chair), David
Collenette (Minister
of Transport), Gordon
Denford, Richard
Paquette (President &
CEO)

Over the past year the Authority was
the subject of an independent 5
Year Performance Review, a number
of security and aerodrome safety
inspections,
an
environmental
inspection, an annual lease
monitoring review and a GST and
PST audit. The results from the
inspections and audits reflected
positively on the Airport Authority. In
particular, the 5 Year Performance
Review confirmed that VAA’s
operating cost per passenger were
the lowest among comparable
Canadian Airport Authorities.
The Federal Government launched
many new initiatives in 2002 that
affect Canadian airports in a very fundamental way. The most important initiative was the introduction
of the Canada Airports Act. Accountability, transparency and the appointment of Directors are key
issues of concern in the Act. The VAA worked closely with its Canadian Airports Council partners to
influence the Act and to ensure that it will not compromise the successful management of airports by
local community based authorities.
Transport Canada introduced a number of new airport security regulations in 2002. These enhanced
security measures and the new Canada Airports Act will add a costly regulatory burden on small
airports.
The VAA received a contribution of $473,372 from Transport Canada toward the incremental cost of
security for the period of September 11, 2001 to March 30, 2002. No further funds were forthcoming
to cover VAA’s incremental operating costs since April 1, 2002.
Airport rent paid to Transport Canada is a principal issue on the negotiating table for the VAA. Victoria
International is the largest of Canada’s small airports and is the only small airport paying rent (over
$1,000,000 annually). In total, Canadian Airport Authorities paid over $200 million rent to the Federal
Government in 2002. This amount will grow to over $500 million in ten years if the situation remains
unchanged. The aviation industry has been struggling with these costs and is encouraging the Minister
of Transport to reduce the burden on airports, airlines and passengers. In response, Transport Canada
initiated a comprehensive policy review to address this issue. A new rent formula is promised based
on “fair value” rent applied equitably to all airports. VAA will continue to press the government for an
early resolution to this matter.
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Board and Management Compensation
The annual remuneration for the Board during 2002 was as follows:
Chair

$

16,500

Vice Chair

$

10,000

Secretary

$

10,000

Standing Committee Chairs

$

10,000

Remaining Directors

$

7,000

Alan Peterson

$

16,500

Linda Petch

$

10,000

Mervyn Lougher-Goodey

$

10,000

Compensation during 2002 for each Director was as follows:

Gordon Denford

$

10,000

Geoff Young

$

10,000

Mel Couvelier

$

7,000

Peter Dolezal

$

7,000

Victoria Kuhl

$

7,000

Carl Kuhnke

$

7,000

Andrew MacGillivray

$

7,000

John Nicas

$

7,000

Peter Parsons

$

7,000

Bob Skene

$

7,000

The salary for the position of President & Chief Executive Officer in 2002 was $101,517
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2002 Board of Directors and Committee Participation
Nominator

Nominee

Committees

1.

Government of Canada

Alan Peterson

Board Chair
Chair, Steering Committee
Ex officio member of all Standing
Committees

2.

Board Nominee

Linda Petch

Board Vice Chair
Chair, Airport Consultative Committee
Chair, Public Art Advisory Committee
Steering Committee
Ex officio member of all Standing
Committees

3.

Town of Sidney

Mervyn Lougher-Goodey

Board Secretary
Chair, Governance Committee
Steering Committee
Ex officio member of all Standing
Committees

4.

Government of Canada

Gordon Denford

Chair, Planning and Development
Committee
Public Art Advisory Committee
Steering Committee

5.

City of Victoria

Geoff Young

Chair, Audit and Finance Committee
Steering Committee

6.

Town of Sidney

Mel Couvelier

Audit and Finance Committee

7.

District of North Saanich

Peter Dolezal

Audit and Finance Committee

8.

Capital Regional District

Victoria Kuhl

Planning and Development
Committee
Airport Consultative Committee

9.

District of North Saanich

Carl Kuhnke

Audit and Finance Committee
Airport Consultative Committee

10.

Board Nominee

Andrew MacGillivray

Planning and Development
Committee
Governance Committee

11.

District of Saanich

John Nicas

Planning and Development
Committee
Airport Consultative Committee
Governance Committee

12.

District of Central Saanich

Peter Parsons

Planning and Development
Committee

13.

Victoria Chamber of Commerce

Bob Skene

Audit and Finance Committee
Governance Committee
Steering Committee
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Board Governance Guidelines
Guidelines

Commitment

1. The Board should explicitly assume
responsibility for stewardship of the
corporation including:

The Board oversees the management of the
Authority’s business to ensure its purposes
are realized.

a.

A strategic planning process;

The Board has approved the Airport’s Master
Plan and a Five Year Strategic Plan.

b.

Identification of principal risks;

The Authority has a number of systems in
place to identify, manage and mitigate
various risks.

c.

Succession planning including appointing,
training and monitoring senior
management;

The Board appoints the President & CEO and
maintains a succession plan. The Board
monitors the CEO’s performance through a
formal annual review.

d.

Communications policy; and,

The Authority has a well-developed
communications program.

e.

Integrity of internal control and
management information systems.

The Authority has a comprehensive
management information and reporting
system in place which includes monthly
reporting to the Board on key financial and
operational results.

2. A majority of Directors should be
independent of management and free
from any conflict of interest.

The Board is composed exclusively of
non-management Directors.
VAA has
established a Directors and Officers Code of
Conduct that requires the disclosure of any
potential conflict of interest.

3. The Board should appoint a Committee
responsible for the appointment and
assessment of Directors.

The Authority has a Governance Committee
that meets with nominating entities to ensure
that necessary disciplines are represented.
The Board conducts annual self-evaluations.

4. The Board should provide orientation
and education programs for new
Directors.

Each new Director receives a comprehensive
orientation when appointed.

5. The Board should examine its size and, where
appropriate, undertake a program to reduce
the number of Directors.

The Authority’s fourteen Directors have
been appointed by eight appointing
organizations. The Provincial Government
has declined the opportunity to appoint
a Director. The Board has the authority to
appoint up to three Directors.
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Board Governance Guidelines Continued
Guidelines

Commitment

6. The Board should review compensation of
Directors in light of risks and responsibilities.

The Authority’s Governance Committee
periodically reviews the remuneration of
Directors to ensure they are appropriate.

7. Committees should generally be
composed of outside Directors, a majority
of whom are unrelated.

Board Committees are composed entirely of
outside Directors who are all unrelated.

8. The Board should appoint a Committee
responsible for corporate governance.

The Authority’s Governance Committee is
responsible for Corporate Governance issues.

9.

The Board should define limits to
management’s responsibilities by
developing position descriptions for:
i) the Board
ii) Board Chair
iii) the CEO

Role statements have been prepared for the
Board, the Board Chair, and CEO. The CEO’s
corporate objectives are approved by the
Board on an annual basis.

10. The Board should establish structures and
procedures to ensure the Board can
function independently of management

The Board has three Standing Committees that
meet on a regular basis and are chaired by
members of the Board. Each Committee Chair
reports directly to the Board. The Board meets
in-camera as required.

11. The Board should establish an Audit
Committee composed only of outside
Directors to communicate directly
with external auditors and oversee
management reporting and internal
control

The Authority’s Audit and Finance Committee
responsibilities include:
>

Corporate financial issues which affect
the financial integrity of the Authority.

>

Review of financial management
policies and issues including annual
budgets,
banking
arrangements,
accounting systems and procedures,
fees and charges, significant changes
to relevant legislation, insurance
policies, statutory remittances, pension
plan policies and performance and
regular financial status reports.

>

Monitoring the external audit program
and preparation of the annual financial
statements.

>

Monitoring the Authority’s environmental
management programs. All Finance
and Audit Committee members are
outside Directors.
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Management Responsibility for Financial Statements
The accompanying financial statements have been prepared by management in accordance with
Canadian Generally Accepted Accounting principles. The most significant of these are set out in Note
1 to the statements.
The Authority’s accounting procedures and related systems of internal control are designed to
provide reasonable assurance that its assets are safeguarded and its financial records are reliable.
These financial statements include some amounts based upon management’s best estimates and
judgments. Recognizing that the Authority is responsible for both the integrity and objectivity of the
financial statements, management is satisfied that these financial statements have been prepared
within reasonable limits of materiality.
The Board of Directors has appointed an Audit and Finance Committee consisting of seven Board
Directors. The Committee meets periodically during the year to review with management and the
auditors any significant accounting, internal control, and auditing matters. They also review and
finalize the annual financial statements of the Authority together with the independent auditor’s report
before their submission to the Board of Directors for final approval.
The financial information throughout the text of the Annual Report is consistent with the information
presented in the financial statements.

On behalf of the Authority:

Richard Paquette
President and Chief Executive Officer
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KPMG LLP
Chartered Accountants
St. Andrew’s Square II

Telephone (250) 480-3500

800-730 View Street

Telefax (250) 480-3539

Victoria BC V8W 3Y7

www.kpmg.ca

AUDITORS’ REPORT TO THE MEMBERS OF THE
VICTORIA AIRPORT AUTHORITY
We have audited the statement of financial position of the Victoria Airport Authority as at
December 31, 2002 and the statements of operations, changes in net assets and cash flows for the
year then ended. These financial statements are the responsibility of the Authority’s management.
Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with Canadian generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation.
In our opinion, these financial statements present fairly, in all material respects, the financial position
of the Authority as at December 31, 2002 and the results of its operations and its cash flows for the
year then ended in accordance with Canadian generally accepted accounting principles. In
accordance with the Canada Corporations Act, we report that, in our opinion, these principles have
been applied on a basis consistent with that of the preceding year.

Chartered Accountants

Victoria, Canada
February 21, 2003
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VAA Statement of financial Position
December 31, 2002, with comparative figures for 2001
2002

2001

Assets
Current assets:
Cash (note 3)
Accounts receivable
Inventory
Prepaid expenses

$ 1,916,218
897,735
154,583
222,880
3,191,416

Capital assets (note 4)

$

516,245
1,153,273
169,542
185,362
2,024,422

27,159,815

19,635,597

$ 30,351,231

$ 21,660,019

$ 1,349,075
161,411
1,200,000
2,710,486

$ 2,059,679
118,297
48,488
2,226,464

9,200
329,367
13,201,688
29,303
16,280,044

16,200
306,110
7,500,000
63,882
10,112,656

12,402,869
1,668,318
14,071,187

10,835,119
712,244
11,547,363

$ 30,351,231

$ 21,660,019

Liabilities and Net Assets
Current liabilities:
Accounts payable and accrued liabilities
Deferred revenue
Current portion of retirement allowance liability
Principal on long-term debt due within one year (note 6)
Tenants’ security deposits held
Retirement allowance liability (note 5)
Long-term debt (note 6)
Long-term deferred revenue
Net assets:
Invested in capital assets
Other net assets
Commitments (note 7)

See accompanying notes to financial statements.
On behalf of the Board:
Director
Director
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VAA Statement of Operations
Year ended December 31, 2002, with comparative figures for 2001

Revenue:
Landing fees
General terminal charges
Concessions
Rentals
Other (note 12)
Airport Improvement Fee (note 8)
Expenses:
Salaries and employee benefits
Services, supplies and administration
Transport Canada lease (note 7(a))
Property taxes
Amortization
Utilities
Interest

Excess of revenue over expenses
Net assets, beginning of year
Net assets, end of year

2002

2001

$ 1,657,424
1,493,673
3,210,082
1,199,862
478,301
8,039,342

$ 1,777,189
1,733,567
3,341,617
1,195,114
297,968
8,345,455

2,429,250
10,468,592

2,570,314
10,915,769

2,365,761
2,689,006
1,057,926
846,337
569,942
330,954
84,842
7,944,768

2,414,699
2,127,437
1,054,224
585,744
491,081
264,553
6,937,738

2,523,824

3,978,031

11,547,363

7,569,332

$ 14,071,187

$ 11,547,363

See accompanying notes to financial statements.

VAA Statement of Changes in Net assets
Year ended December 31, 2002, with comparative figures for 2001
Invested
in capital
assets
Balance, beginning of year

$ 10,835,119

Excess of revenue over expenses
Capital asset additions,
net of related debt
Amortization of capital assets
Balance, end of year

2,137,692
(569,942)
$ 12,402,869

See accompanying notes to financial statements.

$

Other

2002

2001

712,244

$ 11,547,363

$ 7,569,332

2,523,824

2,523,824

3,978,031

-

-

$ 14,071,187

$ 11,547,363

(2,137,692)
569,942
$ 1,668,318
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VAA Statement of Cash Flows
Year ended December 31, 2002, with comparative figures for 2001
2002

2001

$ 2,523,824
569,942

$ 3,978,031
491,081

Cash provided by (used in):
Operations:
Excess of revenue over expenses
Amortization, which does not involve cash
Changes in non-cash operating working capital:
Accounts receivable
Inventory
Prepaid expenses
Accounts payable and accrued liabilities
Deferred revenue
Investing:
Capital expenditures
Financing:
Increase in long-term debt
Increase (decrease) in retirement allowance liability
Decrease in tenants’ security deposits held

Increase in cash
Cash position, beginning of year
Cash position, end of year

255,538
14,959
(37,518)
(710,604)
8,535
2,624,676

165,734
4,063
(11,939)
138,477
(32,057)
4,733,390

(8,094,160)

(10,854,209)

6,901,688
(25,231)
(7,000)
6,869,457

7,500,000
52,708
7,552,708

1,399,973

1,431,889

516,245

(915,644)

$ 1,916,218

$

516,245

$

$

388,384
51,316

Cash position is defined as cash less bank indebtedness.
Supplementary disclosure of cash flow information:
Cash paid during the year for interest
Cash received during the year for interest
See accompanying notes to financial statements.

750,494
32,633
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Notes to Financial Statements
Year ended December 31, 2002

1.

Nature of operations:
The Victoria Airport Authority (the “VAA”) is incorporated under Part ll of the Canada
Corporations Act as a non-share capital, not-for-profit corporation and all earnings from
operations are reinvested in airport development. The VAA has operated the Victoria
International Airport since April 1, 1997 under a lease from the Government of Canada (the
“Canada Lease”). The Canada Lease has an initial term of sixty years with an option to extend
the term for a further twenty years.

2.

Significant accounting policies:
(a) Basis of accounting:
The financial statements of the VAA are prepared in accordance with Canadian generally
accepted accounting principles.
(b) Inventory:
The inventory of consumable supplies is recorded at the lower of cost, determined on a
first-in first-out basis, and estimated net realizable value.
(c) Canada Lease:
The Canada Lease (see note 1) is accounted for as an operating lease.
(d) Capital assets:
Capital assets are recorded at cost less accumulated amortization.
provided using the straight-line method at the following annual rates:
Asset
Leasehold improvements:
Terminal building
Runway and apron surfaces
Airfield electrical
Parking facilities and roadway systems
Infrastructure
Other
Office furniture and equipment
Computer hardware and software
Vehicles
Other equipment

Amortization is

Rate
4%
5%
5%
5%
1.66%
5%-33%
20%
33%
10%
10%-20%

Capital work-in-progress is not amortized until the project is substantially complete. Interest
expense totaling $696,762 (2001 - $387,916) during the construction of a capital project is
included in the cost of the assets.
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Notes to Financial Statements Continued
Year ended December 31, 2002

2.

Significant accounting policies (continued):
(e) Revenue recognition:
VAA follows the deferral method of accounting for contributions whereby unrestricted
revenue is recognized when received or receivable if the amount received can be
reasonably estimated and collection is reasonably assured.
Revenues are recorded when services are performed, the facilities are utilized or the
amounts are earned pursuant to the related agreements. Airport Improvement Fee revenue
(note 8) is recognized when passengers depart the terminal building.
(f) Risk management financial instruments:
Risk management financial instruments are utilized to reduce interest rate risk on a portion
of the VAA’s long-term debt. VAA does not enter into financial instruments for trading or
speculative purposes.
VAA’s policy is to formally designate each derivative financial instrument as a hedge of a
specifically identified debt instrument. VAA also formally assesses, both at the hedge’s
inception and on an ongoing basis, whether the derivatives are effective in offsetting
changes in interest rates and accordingly the derivative financial instruments are effective
as hedges.
Interest rate financial contracts are used as part of the VAA’s program to manage the
floating interest rates of the VAA’s total debt portfolio and related overall cost of borrowing.
The interest rate financial contracts involve the periodic exchange of payments without the
exchange of the notional principal amount upon which the payments are based, and are
recorded as an adjustment of interest expense on the hedged debt instrument.
In the event of early extinguishment of the debt obligation, any realized gain or loss from the
swap would be recognized in the statement of operations at the time of extinguishment.
(g) Use of estimates:
The preparation of financial statements in conformity with Canadian generally accepted
accounting principles requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and the disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenue and
expenses during the period. Actual results could differ from these estimates.
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Notes to Financial Statements Continued
Year ended December 31, 2002

3.

Cash and bank indebtedness:
The VAA has a $2,000,000 operating line of credit bearing interest at the prime lending rate.
The operating line of credit is secured by a demand collateral first mortgage of the VAA’s
leasehold interest and assignment of rents for an unlimited amount. At December 31 the
operating line of credit was temporarily used to fund capital expenditures for the Airport
Terminal Building (“ATB”) expansion project.
2002

4.

2001

Cash in operating account
Funds borrowed for ATB project

$ 2,271,475
(355,257)

$ 1,816,723
(1,300,478)

Net cash

$ 1,916,218

$

516,245

Capital assets:

Cost
Leasehold improvements:
Terminal building
$ 19,868,866
Runway and apron
surfaces
3,149,947
Airfield electrical
370,941
Parking facilities and
Roadway systems
1,349,076
Infrastructure
1,364,120
Other
234,493
Capital work-inprogress
402,616
Office furniture and
equipment
56,419
Computer hardware
250,179
Computer software
185,337
Vehicles
1,753,391
Other equipment
505,343
$ 29,490,728

Accumulated
amortization
$

2002
Net book
value

2001
Net book
value

154,682

$ 19,714,184

$

68,917

221,235
41,820

2,928,712
329,121

1,051,169
347,667

179,831
105,216
64,608

1,169,245
1,258,904
169,885

1,238,613
1,086,185
152,654

-

402,616

14,281,241

48,773
229,346
176,225
865,396
243,781

7,646
20,833
9,112
887,995
261,562

15,742
46,242
15,218
1,102,670
229,279

$ 2,330,913

$ 27,159,815

$ 19,635,597
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Notes to Financial Statements Continued
Year ended December 31, 2002

5.

Retirement allowance liability:
Under the terms of the transfer agreement with Transport Canada, the VAA assumed the
Government of Canada’s obligation to pay its former employees compensation upon retirement
or termination in accordance with the collective agreements. The VAA received from the
Government of Canada an amount equivalent to the actuarially adjusted liability. The VAA has
recorded additional liabilities in accordance with the agreements.

6.

Long-term debt:

Bank loan
Principal on long-term debt due within one year

2002

2001

$ 14,401,688
1,200,000

$ 7,500,000
-

$ 13,201,688

$ 7,500,000

The VAA has a $20,000,000 credit facility from the Canadian Imperial Bank of Commerce
(“CIBC”) to finance the ATB expansion secured by way of a mortgage of the VAA’s leasehold
interest and assignment of the Airport Improvement Fee. Under the terms of the credit facility,
the VAA can borrow by way of banker’s acceptance at market rate or at CIBC prime. During
construction of the ATB, the VAA pays interest only. The principal repayments are to
commence in 2003. Repayments will be made on a quarterly basis at an amount of $400,000
per quarter 2003-2005; $500,000 per quarter until 2009; and $600,000 per quarter until 2012, or
until the loan is repaid. Interest expense related to long-term debt is $82,122 in 2002 (2001 nil).
7.

Commitments:
(a) Transport Canada lease:
The VAA pays lease payments to Transport Canada, which are calculated under a formula
which includes annual airport revenue, passenger volumes and operating costs. The
annual lease payment is subject to a Consumer Price Index adjustment.
(b) Airport terminal building expansion:
The current phase of the airport terminal expansion project is substantially complete with a
budgeted cost of $18,774,374. As of December 31, 2002, contracts issued totaled
$18,549,605.
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Notes to Financial Statements Continued
Year ended December 31, 2002

7.

Commitments (continued):
(c) Beacon Avenue extension:
The VAA entered into an agreement with the Town of Sidney (the “Town”) to participate in
the extension of Beacon Avenue in 2001. The benefit of the extension to the VAA is street
access to land that will be developed at a later date. When the VAA develops the land, the
VAA is committed to reimburse the Town one third of the Town’s costs for the extension.
This reimbursement is estimated to be approximately $100,000.

8.

Airport Improvement Fee (“AIF”):
On May 31, 1999 the VAA entered into an agreement (the “AIF Agreement”) with the Air
Transport Association of Canada and major air carriers serving the Victoria International Airport.
The AIF Agreement provides for a consultation process with the air carriers on airport
development as well as the collection of an AIF by air carriers. AIF revenues can only be used
to pay for airport passenger service facilities’ development and related financing costs.
Effective October 1, 1999, the VAA introduced an AIF in the amount of $5 per local boarded
passenger. Effective July 1, 2003, the AIF will increase to $10 for anticipated capital
expenditures.
2002

9.

2001

Eligible capital expenses
AIF revenues

$ 7,808,464
(2,429,250)

$ 9,828,369
(2,570,314)

Net expenditure

$ 5,379,214

$ 7,258,055

Pension contributions:
The VAA and its employees contribute to the Municipal Pension Plan (the “plan”), a jointly
trusted pension plan governed by the BC Public Section Pension Plans Act. The pension plan
is a multi-employer contributory defined benefit pension plan with about 125,000 active
contributors, including approximately 26,000 contributors from over 180 local governments.
Joint trusteeship was established effective April 5, 2001. The board of trustees, representing
plan members and employers, is fully responsible for the management of the pension plan,
including investment of the assets and administration of the plan. The British Columbia Pension
Corporation provides benefit administration services and the British Columbia Investment
Management Corporation provides investment management services for the pension plan.
Every three years an actuarial valuation is performed to assess the financial position of the plan
and the adequacy of plan funding. The most recent valuation as at December 31, 2001
indicates a surplus of $436 million. The Joint Trust Agreement specifies how surplus assets
can be used. The actuary does not attribute portions of the surplus to individual employers.
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Notes to Financial Statements Continued
Year ended December 31, 2002

10.

Financial instruments:
(a) Fair value:
VAA’s cash, accounts receivable, accounts payable and accrued liabilities, and security
deposits are reflected in the financial statements at carrying values which approximate fair
values due to the immediate and short term maturity of these financial instruments. The fair
value of long-term debt is similar to the carrying value taking into account the interest rate
and maturity date.
(b) Interest rate financial contracts:
VAA has entered into interest rate financial contracts with its bank to reduce the financial
risk associated with the borrowings related to the Airport Terminal Building expansion. The
VAA has entered into the following interest rate financial contracts that hedge a total of
$12,000,000 in borrowing: (i) an interest rate contract fixes the rate on $5,000,000 of the
loan at 6.28% for eight years commencing January 2, 2001, and (ii) an interest rate contract
sets an interest rate between 5.98% and 6.80%, on $7,000,000 of the loan for five years
commencing January 2, 2002. Due to the relative fluctuation of interest rates, the contracts
if terminated on December 31, 2002 would have required a payment to CIBC of $1,198,995.
(c) Interest rate risk:
VAA’s exposure to interest rate risk relates to its future anticipated borrowings and is
reduced by the interest rate financial contracts disclosed above.
(d) Credit risk:
VAA is subject to credit risk through its accounts receivable. A significant portion of VAA’s
revenues, and resulting receivable balances, are derived from airlines. VAA performs
ongoing credit valuations of receivable balances and maintains provisions for potential
credit losses.

11.

Other information:
(i)

The VAA income generated from airport-related operations is exempt from federal and
provincial income taxes. However, the VAA was required to pay the B.C. Capital Tax
up to August 31, 2002.

(ii)

During the year ended December 31, 2002, the fees paid to the Board of the VAA for
their services as directors amounted to $112,500 (2001 - $109,565).
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Notes to Financial Statements Continued
Year ended December 31, 2002

12.

Contributions:
The VAA received funds from the Government of Canada in 2002 to assist with the additional
costs incurred as a result of heightened policing and security required and implemented after
the September 11, 2001 terrorist attacks in the United States. The VAA recorded $209,010 as
a reduction of related capital expenditures and $264,361 as other income in the statement of
operations.
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