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Report from the Chair
It is my pleasure to offer my third and final report as Chair of your Airport Authority.
I would like to take this opportunity to review the past year and comment on the
future.
2003 marks the retirement of the last original members of the Board that negotiated
the transfer of the airport to local control. These members should be recognized
for their outstanding service to our community and the many achievements
accomplished during their tenure. The airport can proudly boast of its newly
enlarged terminal building, enhanced airline service, an excellent working
relationship with local government and our many community stakeholders;
numerous security enhancements; superior environmental programs; and a
strong financial standing. On behalf of the Authority and the community, I thank
the past and present Board Members for their contributions.
Looking back over 2003 we were pleased by the respectable 7.3% increase in
passenger activity. Encouraged by what now appears to be an established positive
trend in passenger growth after two years of uncertainty, your Board approved the
final phase of the Terminal
Building Expansion Project.
The requirement to accommodate
new security baggage screening
equipment coupled with the need
to improve our departures area
has brought our timetable for the
final phase of this project forward.
I am pleased to announce that
Canadian Air Transport Security
Authority has agreed to fund
approximately one third of the
construction costs of this project.
Once completed in December
2005 our Terminal Building will be
Victoria International Airport enjoyed a 7.3% increase in
passenger activity in 2003
a showcase for our community.
Over the past year your Authority has continued to play an active role in the
Canadian Airport community through our participation in the Canadian Airports
Council (CAC). Our CEO took a leadership role on taskforces that worked on the
Canadian Airports Act and airport insurance issues. We are all pleased that the
Canadian Airports Act was not passed by the last Parliament. There is little doubt
that some type of legislative framework will be developed for airports, but the task
for the future must be to ensure that legislation does not add to the regulatory
burden, or reverse the many positives that have come out of the transfer process.
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Alan Peterson
Board Chair

Since the events of September 11, 2001 insurance rates for airports have become a
serious burden to our industry. The work undertaken by the CAC taskforce has
helped rationalize airport insurance rates across the country. Along with these key
issues we were also involved at the national level in pursuing enhanced security and
safety regulations, and an improved rent structure for Victoria.
I would be remiss if I did not take the opportunity to recognize the excellent work
that is undertaken each and every day by the CEO Richard Paquette, the Managers
and Staff of your Authority. The community is well served by these hard working
people, and I know the Board appreciates their dedication to the Airport.
In 2003 we continued to have strong working relationships with our neighbouring
municipalities, our many business partners, our tenants, and of course the fine
people that staff the regional office of Transport Canada. These good relationships
are fundamental to the success of the Authority and I would credit both staff and
Board members for our success in this regard.
I leave the Board confident it is in good hands. It has been a privilege serving with
a talented group of people in building this Authority and the airport community in
Canada. I deeply appreciate my time on the Board, and wish you all well in the
future.
Respectfully submitted,

Alan Peterson, Chair,
Victoria Airport Authority

Victoria International Airport revitalized terminal building.
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Terminal Building Expansion – The Final Phase
Work on the expansion of the airport terminal building was put on hold to give the
VAA time to fully consider the security and economic implications arising from
September 11. Encouraged by the recent passenger growth, the Board of Directors
has given approval for the final phase of expansion. Focusing on the departures
area, the new project, with an estimated value of $11.2 million, will complete the
renovation and expansion of the terminal building. Approximately one-third of the
total expenditure will be reimbursed by the federal government.
The very successful first phase of expansion won the 2003 Commercial Building
Award sponsored by the Victoria Real Estate Board’s Commercial Division. The final
project will bring the same look and feel of that phase into the rest of the building.
Designed by Moore Patterson Architects, and managed by Durwest Construction
Management, the second expansion phase will raise the ceiling in the departures
area and provide more space for customer queuing, check-in counters, and
baggage handling. Electronic check-in kiosks will be available for airline customers
wanting to take advantage of this alternative. Plans call for the continued use of
“native” wood panels and wood trusses. And as in phase one, extensive glass wall
areas will be employed to bring in ample natural light and create a sense of place
with the outdoors. Finally, ultimate expandability is built into the plan, allowing the
Authority to respond to the future needs of the airport, whatever they may be.

Our Airlines
2003 was another difficult year for the world’s airlines,
especially North American full service carriers. Air
Canada in particular was severely impacted by
the terrible events of September 11, a faltering
economy, and the changing demands of the
marketplace. Obliged to seek bankruptcy
protection during the year, the company is
attempting to make the structural changes
needed to succeed in a dramatically different
business environment.
The Air Canada family continued to route most of
their Victoria passengers through their Vancouver
hub, using the frequent and convenient Dash 8
service provided by Jazz. Air Canada’s daily
non-stop service between Victoria and Toronto
proved extremely popular throughout the year,
resulting in an additional flight being added
during the peak summer season. Zip, Air
Canada’s low cost alternative, provided service to
Calgary throughout 2003, and to Edmonton during the summer.
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WestJet continued increasing service from Victoria to their expanding Canadian
network, mostly concentrated through their Calgary hub. A growing number of
WestJet’s quieter and more fuel efficient 700 series B737 aircraft were seen in
Victoria, as the company accelerated its fleet renewal program. In addition to their
domestic service, WestJet provided the aircraft for Air Transat’s successful Victoria
to Mexico seasonal charter program.
Horizon Air introduced the larger 70 seat Dash 8-400 aircraft to their Victoria –
Seattle service during the busy summer months and were very pleased with the
resulting increase in passenger traffic.
Pacific Coastal Airlines continued to provide convenient commuter service between
Victoria and the south terminal at Vancouver. Airspeed Aviation operated a similar
service to Abbotsford during the past year. Using fixed wing aircraft, Helijet also
introduced direct flights between Victoria, Campbell River and the south terminal in
Vancouver. During the summer months Jetsgo introduced twice weekly charter
service to Toronto.

Air Service Development
The Authority was pleased to work with Tourism Victoria to prepare an Air Service
Development Plan in 2003. This plan not only identifies under-served markets, but
targets specific carriers to serve these opportunities. Los Angeles has been placed
at the top of our wish list as a new non-stop destination, and we will continue to
work with carriers to pursue this and other opportunities.

Passenger Traffic
Passenger traffic was up 7.3 percent in 2003 with 1,182,821 passengers for the
year. Looking forward, our plans are based on an assumption that industry
restructuring will continue in 2004. The underlying demand for air travel to Victoria
is strong, and is projected to grow at an annual rate of 3 percent from 2005
through to 2010.

Passenger Activity 2002 – 2003

Number of Passengers
(in thousands)
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Customer Service
In 2003, the Victoria Airport Authority participated in a national customer
satisfaction survey to benchmark our airport against ten similar sized airports in
Canada. The survey gauged customer satisfaction with such things as ground
transportation, food and retail service, general
ease of progress through security, ease and
convenience of parking, and general cleanliness of the terminal building. We finished a
close second, with a score less than one point
behind the airport in first place. As a result of
this survey, we’ve identified a number of areas
for further attention, and developed a customer
service initiative plan to improve our overall
level of service.
In addition to these ongoing initiatives, we were
able to conclude arrangements for improved
customs clearance for visiting American general
aviation aircraft at the Shell Aerocentre. We are
also delighted that in September, B.C. Transit
increased their service between the airport and
surrounding areas for the benefit of the travelNew BC Transit service to the Victoria International Airport
ing public and the local community. In the
cyber world, recent improvements and enhancements to the VAA website, have
resulted in one of the most effective and attractive airport web presences in
Canada. Finally, in the terminal itself, our Red Coat volunteers continue to offer
helpful advice and a warm welcome to our visitors. We are very proud of the
contribution these volunteers make to our community.

Community Support
Each year the VAA is proud to support a number of local community organizations.
During 2003 the Authority continued to provide
land to accommodate the Peninsula Little
League, the Air Cadet 676 Kittyhawk Squadron,
the Admiral Budge Sea Cadet Squadron and the
Memorial Parks Society. In total the VAA
contributed land valued at over $250,000 for the
express use of these community groups.
In support of the BC Lions Society’s Camp
Shawnigan for “Kids with Disabilities”, VAA staff
in partnership with airline
and other airport staff
created the airport “Flying
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Feet” to participate in the “Vancouver Island 24 Hour Relay for the Kids.” The
Flying Feet raised a total of $4,200 for this worthy charity. To support the “24 Hour
Relay” our CEO, Richard Paquette, “sold” a day’s labour in a silent auction.
Richard spent a happy day cutting the grass berms in front of the Terminal Building
and driving the Authority’s street sweeper.
The VAA staff also contributed $4,400 to the United Way Campaign.
This year marked the 10th year that VAA staff decorated a float and participated in
Sidney’s Santa Parade. Our staff love the Santa Parade and are proud to participate
in such a worthwhile community event for kids from 1 to 92.

Safety and Security
Throughout 2003, we continued to fine tune security
measures to provide better and faster service to our
customers, while meeting the more rigorous federal
security mandates of the new era. As a result, we have
experienced an increase in the level of professionalism of
the screening personnel, and a decrease in the time it takes
customers to pass through security checks prior to boarding.
We are proud to have completed another year with no safety
or security incidents to report. All regulatory inspections
were favourable and no lost time accidents were reported by
airport staff. We fully implemented a Workforce Safety
Inspection program, and VAA was the first airport authority
Security check-in point for passengers
in Canada to introduce a formal system to systematically
identify and manage risks specific to the operation of an airport. The VAA is also
one of 14 airport authorities now sitting on a Transport Canada Security committee
with the Canadian Air Transport Security Authority (CATSA).
In a related area, the Federal
Passenger Security Tax was reduced
from $12 to $7 per one-way trip in
2003. The March 2004 federal
budget reduced the Security Tax by
an additional $1 per trip. We believe
these moves to be a positive incentive
to air travel, especially on price
sensitive short haul routes.

Part of VAA Security Control Centre
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Capital Initiatives
Capital projects implemented by the Victoria Airport Authority in 2003 were:
Thousands
403.6
20.3
75.9
458.2
24.0
378.1
24.8
46.6

Terminal Building Development Project
Airfield Drainage Improvements
Rehabilitation of Passenger Loading Bridge
Airfield Pavement Improvements
Replacement of Runway 13 Approach Lighting
Parking Management Improvements
Soil Remediation of Fire Training Area
Other - Miscellaneous

Total: 1,431.5

New short term parking ticket dispensers

Airfield pavement improvements

Business Plan
2003 Actual vs Business Plan
Plan

(Shown in $ thousands)

Actual

Difference

Revenue

$ 11,668.6

$ 12,069.4

$ 400.8

Expenses

$ 8,786.5

$ 8,602.0

$ (184.5)

Capital

$ 1,361.5

$ 1,431.5

$ 70.0

Explanation
Plan was based on 3% increase in Passenger
traffic – actual increase was 7.3%.
Initiatives taken to decrease Property Taxes
& Insurance costs.
Planned projects deferred to accommodate
Parking Management Improvements.

Business Plan Cash Flow Forecast 2004 – 2008
Revenues
Expenses
Capital

2004
$ 13,524.7
$ 8,698.1
$ 5,705.6

2005
$ 14,653.9
$ 9,337.6
$ 9,840.8

2006
$ 15,319.6
$ 9,704.5
$ 5,810.2

2007
$ 16,016.1
$ 10,266.0
$ 10,147.8

2008
$ 16,742.8
$ 10,904.8
$ 3,637.5

Notes:
1. Airport Improvement Fee will increase from $8 to $10 effective 1 July, 2004.
2. Expenses include interest on completed portion of Terminal Building Expansion Project and do not include amortization.
3. Assumes 3.0% passenger growth per annum from January 1, 2005.
4. Capital Forecasts include preliminary estimates for Air Terminal Departures Phase and East Expansion required to
accommodate enhanced security measures.
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Land Development – New Initiatives
Victoria International Airport’s land holdings consist of 1,143 acres. Located 89 percent in
North Saanich and 11 percent in the Town of Sidney, the lands are currently utilized to about
33 percent of their commercial potential. A major deterrent to further development on the
North Saanich side is the municipality’s general property tax on business, which is
approximately 47 percent higher than the rate in Sidney. This discrepancy was a major topic
of discussion at meetings of the North Saanich Economic Planning Committee, established
by Council in the spring of 2003.
In 2003, Pacific Sky Adventures Inc. concluded purchase of a major interest in Viking Air
Ltd. The construction of a new production plant for Viking Air is expected to be completed
by early 2005. Pacific Sky has also begun discussions with the airport for a 50-year lease on
nine additional acres of land in the East Camp. Plans for this site include a Fixed Base
Operation and a major new hangar for Pacific
Sky Adventure’s charter service. These
developments ensure the continuing long-term
presence of Viking Air at our airport, and the
retention of the 100 plus jobs they provide to
members of this community.
This past year, the airport entered into a 25-year
lease arrangement for 400 acres of land with
Saanich Peninsula dairy farmer David Pendray.
A major benefit of the new agreement is that
land previously sitting fallow is now actively
farmed. Mr. Pendray has installed $100,000
worth of drainage into the leased lands at his
own cost, and harvests the grass on the infields
twice a year.

View of land for development

Improved farm field drainage adjacent to the airport
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Environmental Initiatives
Since coming under the control of the local authority, the VAA has committed itself
to environmentally responsible practices, and successfully continued to implement
progressive programs to improve the airport.
Highlights for 2003 include:
• The removal and restoration of 2,100
cubic meters of contaminated soil
from the old fire training site at the
airport at a cost of $25,000.
• The results of the airport’s Annual
Environmental Inspection undertaken
by Transport Canada were excellent.
• VAA’s Storage Tank Management Plan
was enhanced to comply with new
federal regulations.
• Six tenant inspections were
completed in 2003. All of these
facilities were found to be in
compliance with federal regulations.
• Environmental site and archaeological
assessments were undertaken in
advance of two land altering projects.
• A Noise Management Committee,
separate from the airport’s long
standing Environment Management
Committee, was formed in 2003. The
purpose of this organization is to assist
with the management of aircraft noise.
The committee met three times, and
introduced a number of initiatives to
lessen the impact of noise on
communities surrounding the airport.

Removing contaminated soil for remediation

Environmental Progress at Ten Ten Creek

Noise management remains a high priority for the Authority. During 2003, the
Noise Management Committee examined the issue of noise from nighttime civil and
military flight training and parachuting operations. To address community concerns,
the Authority implemented new flight circuit procedures that are designed to take
circuiting aircraft higher over built up areas. VAA commissioned noise surveys in
the Central Saanich area to help assess the noise impacts of parachuting operations
in that community. The results of that study were used to refine flight operations
that minimized community noise impacts.
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The VAA’s Relationship with the Federal Government
The Victoria Airport has worked through the Canadian Airports Council to provide
input to the federal government on two major areas of concern: the issue of airport
rent, and the proposed new Canada Airports Act. We are strongly opposed to the
Act. It is a costly and unnecessary regulation aimed at fixing problems which do
not exist at any airport of our size. One issue of particular concern to the VAA was a
proposed change to the method of selecting airport authority directors. This change
would upset a formula that has been working well for Victoria. The Act died in
committee at the end of the last parliamentary session, but we are concerned that
Transport Canada may bring it back in a slightly different form sometime in the
future. Overall, local Airport Authorities, and the communities they represent,
remain united in their opposition to major changes to the present legislative
framework, which has proven itself to work well over the past 9 years.
In 2003 the federal government undertook lengthy studies, which we had hoped
would lead to an improved rental formula for airports such as Victoria. However, the
solution fell short of our expectations. Rather than presenting a fair and balanced
new formula, the federal government offered a short-term partial rent deferral.
The VAA made a decision to take advantage of this program, which resulted in a
deferral of $56,692 in 2003. The deferred amounts are to be repaid over a 10-year
period beginning in 2005.
Victoria remains the only airport of its size to be paying rent in Canada, perpetuating
a major inequity. We continue to hope and expect that a realistic long-term solution
to our rent problem will be a priority for the new government.

An overview of Victoria International Airport
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Public Consultation
The Authority values its relationships with our stakeholder partners. Public input
and support for the operation and development of the airport is actively solicited
from our airlines, commercial and land tenants, local municipalities, the federal and
provincial governments, the CRD, Chamber of Commerce, business associations,
First Nations, and community representatives.
VAA’s Public Consultation Committee structure includes:
• Airport Consultation Committee
• Public Art Advisory Committee
• Airline Operators Committee
• Airport Safety and Security Committee
• Environmental Management Advisory Committee
• Noise Management Committee
• Annual General Meeting
Municipalities
The Authority is proud of its positive working relationship with the two municipalities
in which the airport resides. VAA works closely with the District of North Saanich
and the Town of Sidney on operational, planning, development and environmental
issues concerning the airport and the community.
First Nations
VAA places important emphasis on
local First Nations issues. During
2003, the Authority worked to
promote mutual respect and to plan
the development of airport lands in
the manner that recognizes First
Nations concerns. To that end, the
Authority undertook three
Archaeological Site Assessments on
land that was targeted for development to ensure that potential First
Nations artifacts were protected.
No archaeological resources were
found during these reviews.
Chief Simon Smith working on the airport Archaeological
Site Assessment
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Provincial Government
The Authority worked closely this past year with the Ministry of Transportation to
design improvements to the airport’s main highway access at McTavish Road and
the Pat Bay Highway. Airport access to and from the highway currently provides a
poor level of service to the community. A solution to this problem is a provincial
responsibility that remains a high priority for Victoria Airport Authority.

Public Art Program
The primary goal of the Authority’s Public
Art Program is to showcase works of art
to enhance our public spaces. Public
art allows VAA to display permanent
and rotating works that engage the
imagination of our travellers. All works
are to reflect local values and character
and have universal appeal. The public
art program also provides professional
opportunities for local artists to display
their works for maximum public exposure
and benefit.
During 2003, VAA’s Public Art Advisory
Committee was chaired by Board Vice
Chair Linda Petch and comprised of
Board Director Gordon Denford,
community art representatives J.C. Scott
and Bill Porteous, VAA architect Tom
Moore, and VAA President and CEO
Richard Paquette. Board Director
Victoria Kuhl will chair the Public Art
Advisory Committee for 2004.

Bob Wise’s “Roulette” hangs in the Terminal Rotunda

Look for “Art at the Airport” on VAA’s
website for information on the permanent
and rotating art displays.
www.victoriaairport.com

Linda Stanbridge’s “Genesis” is displayed in the passenger hold room
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New Board Leadership
2003 is of special significance in that it was the year the last of the founding VAA
board members retired. The three founding directors who stepped down at the end
of December are John Nicas, District of Saanich nominee; Andrew MacGillivray,
board nominee; and Alan Peterson, board chair, nominated by the Government of
Canada. We recognize their vital contributions, dating back to the creation of the
VAA and the transfer of our airport from the federal government to the community.
In addition, Carl Kuhnke stepped down as the representative from The District of
North Saanich due to his residential move to Saanich.
New members appointed to the board, effective January 1, 2004 are: Wayne
Tremblay, District of North Saanich nominee; Haji Charania, District of Saanich
nominee; Matthew Watson, Government of Canada nominee.
The board has made the following appointments as Officers of the Corporation and
Committee Chair positions for 2004: Linda Petch, Chair; Mervyn Lougher-Goodey,
Vice Chair, and Chair of Airport consultative Committee; Peter Parsons, Secretary,
and Chair of Governance Committee; Bob Skene, Chair of Audit and Finance
Committee; Gordon Denford, Chair of Planning and Development Committee.
Biographies of all Directors are on the VAA website at www.victoriaairport.com

Directors and Management Compensation
The annual remuneration for the Board during 2003 was as follows:
Chair
Vice Chair
Secretary
Standing Committee Chairs
Remaining Directors

$
$
$
$
$

16,500
10,000
10,000
10,000
7,000

$
$
$
$
$
$
$
$
$
$
$
$
$

16,500
10,000
10,000
10,000
10,000
7,000
7,000
7,000
7,000
7,000
7,000
7,000
7,000

Compensation during 2003 for each Director was as follows:
Alan Peterson
Linda Petch
Mervyn Lougher-Goodey
Gordon Denford
Bob Skene
Geoff Young
Mel Couvelier
Peter Dolezal
Victoria Kuhl
Carl Kuhnke
Andrew MacGillivray
John Nicas
Peter Parsons

The salary for the position of President Chief Executive Officer in 2003 was $121,820
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2003 Board of Directors and Committee Participation
Nominator

Nominee

Committees

1.

District of North Saanich

Carl Kuhnke

Audit and Finance Committee
Airport Consultative Committee

2.

District of North Saanich

Peter Dolezal

Audit and Finance Committee
Governance Committee

3.

Town of Sidney

Mervyn
Lougher-Goodey

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

4.

Town of Sidney

Mel Couvelier

Audit and Finance Committee

5.

District of Central Saanich

Peter Parsons

Planning and Development Committee

6.

District of Saanich

John Nicas

Planning and Development Committee
Airport Consultative Committee
Governance Committee

7.

Capital Regional District

Victoria Kuhl

Planning and Development Committee
Airport Consultative Committee
Governance Committee

8.

City of Victoria

Geoff Young

Audit and Finance Committee

9.

Victoria Chamber of
Commerce

Bob Skene

Chair, Audit and Finance Committee
Governance Committee
Steering Committee

10.

Government of Canada

Alan Peterson

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

11.

Government of Canada

Gordon Denford

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

12.

Board Nominee

Andrew MacGillivray Planning and Development
Committee

13.

Board Nominee

Linda Petch
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Board of Governance Guidelines
Commitment

Guidelines
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. In April
the Board held a planning session that
focused on land development.

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. During
2003 all Directors and Officers were in full
compliance with the Authorities Code of
conduct.

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 Directors.

Each new Director receives a comprehensive
orientation when appointed. On an on-going
basis, Directors receive information about the
industry from guest speakers.

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

The Authority’s thirteen Directors have been
appointed by eight nominating organizations.
The Provincial Government has declined the
opportunity to appoint a Director. The Board
has the authority to appoint up to three
Directors; currently only two of the positions
are filled.
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Board of 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.
• The Audit Committee communicates
directly with external auditors.
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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 2 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 on 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
KPMG LLP
Chartered Accountants
St. Andrew’s Square II
800-730 View Street
Victoria BC V8W 3Y7

Telephone (250) 480-3500
Telefax (250) 480-3539
www.kpmg.ca

AUDITORS’ REPORT TO THE MEMBERS OF
VICTORIA AIRPORT AUTHORITY
We have audited the statement of financial position of Victoria Airport Authority as at December 31,
2003 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, 2003 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 20, 2004
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VICTORIA AIRPORT AUTHORITY
Statement of Financial Position
December 31, 2003, with comparative figures for 2002
2003

2002

$ 2,643,237
1,028,021
156,021
173,830
4,001,109

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

27,126,517

27,159,815

$ 31,127,626

$ 30,351,231

$ 1,244,878
115,686
57,862
1,600,000
3,018,426

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

11,614,310
56,692
342,838
11,700
9,790
15,053,756

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

13,358,778
2,715,092
16,073,870

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

$ 31,127,626

$ 30,351,231

Assets
Current assets:
Cash (note 3)
Accounts receivable
Inventory
Prepaid expenses
Capital assets (note 4)

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 5)
Long-term debt (note 5)
Transport Canada deferred lease payments (note 7(a)(ii))
Retirement allowance liability (note 6)
Tenants’ security deposits held
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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VICTORIA AIRPORT AUTHORITY
Statement of Operations
Year ended December 31, 2003, with comparative figures for 2002

Revenue:
Landing fees
General terminal charges
Concessions
Rentals
Other
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
Provision for uncollected accounts due from airlines

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

2003

2002

$ 1,849,239
1,583,304
3,608,441
1,271,183
291,890
8,604,057

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

3,465,384
12,069,441

2,429,250
10,468,592

2,419,097
2,643,301
1,095,875
960,423
1,464,754
358,341
873,171
251,796
10,066,758

2,365,761
2,666,905
1,057,926
846,337
569,942
330,954
84,842
22,101
7,944,768

2,002,683

2,523,824

14,071,187

11,547,363

$ 16,073,870

$ 14,071,187

See accompanying notes to financial statements.
Statement of Changes in Net Assets
Year ended December 31, 2003, with comparative figures for 2002

Balance, beginning of year

Invested
in capital
assets

Other

2003

2002

$ 12,402,869

$ 1,668,318

$ 14,071,187

$ 11,547,363

-

2,002,683

2,002,683

2,523,824

-

-

$ 16,073,870

$ 14,071,187

Excess of revenue over expenses
Invested in capital asset changes:
Capital asset additions
Amortization of capital assets
Reduction in related debt
Balance, end of year

1,431,457
(1,464,754)
989,206
$ 13,358,778

(1,431,457)
1,464,754
(989,206)
$ 2,715,092

See accompanying notes to financial statements.
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VICTORIA AIRPORT AUTHORITY
Statement of Cash Flows
Year ended December 31, 2003, with comparative figures for 2002
2003

2002

$ 2,002,683
1,464,754

$ 2,523,824
569,942

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
Retirement allowance liability
Tenants’ security deposits held
Transport Canada deferred lease payments

(130,286)
(1,438)
49,050
(104,197)
(65,237)
71,333
2,500
56,692
3,345,854

255,538
14,959
(37,518)
(710,604)
8,535
(25,231)
(7,000)
2,592,445

Investing:
Capital expenditures

(1,431,457)

(8,094,160)

Financing:
(Decrease) increase in long-term debt

(1,187,378)

6,901,688

Increase in cash

727,019

1,399,973

1,916,218

516,245

$ 2,643,237

$ 1,916,218

$

$

Cash, beginning of year
Cash, end of year
Cash 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

834,450
30,689

See accompanying notes to financial statements.
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750,494
32,633

VICTORIA AIRPORT AUTHORITY
Notes to Financial Statements
Year ended December 31, 2003

1.

Nature of operations:
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 and amortized on a straight-line basis over the
estimated useful lives of the assets at the following annual rates:
Asset

Rate

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

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

The interest cost of debt attributable to the construction of capital assets is capitalized
during the construction period.

V I C T O R A

A I R P O R T

A U T H O R I T Y
22

2 0 0 3

A N N U A L

R E P O R T

VICTORIA AIRPORT AUTHORITY
Notes to Financial Statements
Year ended December 31, 2003

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 amounts 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 Fees (“AIF”)
(note 8), net of airline administration fees, are recorded 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 the effectiveness, both
at the hedge’s inception and on an ongoing basis, whether the derivatives are effective in
offsetting changes in interest rates.
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
contract 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. Areas requiring the use of management estimates include the
determination of accrued revenue, net recoverable value of assets, useful lives for
amortization and provisions for contingencies. Actual results could differ from these
estimates.
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VICTORIA AIRPORT AUTHORITY
Notes to Financial Statements
Year ended December 31, 2003

3.

Cash and bank indebtedness:
The VAA has a $2,000,000 operating line of credit with the Canadian Imperial Bank of
Commerce (“CIBC”) bearing interest at the CIBC 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 the AIF capital program.
2003

4.

2002

Cash in operating account
Funds borrowed for AIF capital program

$ 3,196,667
(553,430)

$ 2,271,475
(355,257)

Net cash

$ 2,643,237

$ 1,916,218

Capital assets:

Cost
Leasehold improvements:
Terminal building
$ 20,104,496
Runway and apron
surfaces
3,586,392
Airfield electrical
394,934
Parking facilities and
roadway systems
1,727,197
Infrastructure
1,380,097
Other
274,347
Capital work-inprogress
657,744
Office furniture and
equipment
56,419
Computer hardware
258,930
Computer software
189,789
Vehicles
1,753,573
Other equipment
538,266
$ 30,922,184
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2003
Net book
value

2002
Net book
value

968,555

$ 19,135,941

$ 19,714,184

458,712
60,568

3,127,680
334,366

2,928,712
329,121

247,970
156,219
90,473

1,479,227
1,223,878
183,874

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

-

657,744

402,616

52,984
241,903
182,020
1,044,788
291,475

3,435
17,027
7,769
708,785
246,791

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

$ 3,795,667

$ 27,126,517

$ 27,159,815

Accumulated
amortization
$
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VICTORIA AIRPORT AUTHORITY
Notes to Financial Statements
Year ended December 31, 2003

5.

Long-term debt:

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

2003

2002

$ 13,214,310
1,600,000

$ 14,401,688
1,200,000

$ 11,614,310

$ 13,201,688

The VAA has a $20,000,000 credit facility from the Canadian Imperial Bank of Commerce
(“CIBC”) to finance the Air Terminal Building 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 borrows by way of banker’s acceptance at market rate or at CIBC
prime. Principal repayments are 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 $873,171 in 2003 (2002 $82,122).
6.

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.

7.

Commitments:
(a) Transport Canada lease:
(i)

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.

(ii)

During the year, Transport Canada amended the ground lease payments resulting
in a deferral, without interest, of $56,692 of the 2003 payments to 2006-2015.

(b) Airport terminal building expansion:
Commencing 2004, the Victoria Airport Authority Board of Directors approved the final
phase of renovation and expansion of the Terminal Building in the departures area.
Funding for approximately one-third of the total estimated project cost of $11.2 million will
be provided by the Canadian Air Transport Security Authority for new Hold Baggage
Screening Facilities to be located in the departures area.
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VICTORIA AIRPORT AUTHORITY
Notes to Financial Statements
Year ended December 31, 2003

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 2002. 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 increased to $8 and will increase to $10, effective
July 1, 2004.
To December 31, 2003 cumulative expenditures exceeded cumulative AIF revenue as follows:

9.

AIF revenue
Airline/ATAC administration fees
AIF capital program expenses
Financing costs

$ 12,317,754
(1,006,861)
(22,511,234)
(2,061,530)

Excess of eligible AIF expenditures over AIF revenues

$(13,261,871)

Pension contributions:
The VAA and its employees contribute to the Municipal Pension Plan (the plan), a jointly
trusteed pension plan. The Board of Trustees, representing plan members and employers, is
responsible for overseeing the management of the pension plan, including investment of the
assets and administration of benefits. The pension plan is a multi-employer contributory
pension plan. Basic pension benefits provided are defined. The plan has about 123,000 active
contributors including approximately 28,000 contributors from local governments.
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, 2000
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.
VAA paid $182,522 for employer contributions to the plan in 2003.
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VICTORIA AIRPORT AUTHORITY
Notes to Financial Statements
Year ended December 31, 2003

10.

Financial instruments:
(a) Fair value:
VAA’s cash, accounts receivable, accounts payable and accrued liabilities, deferred lease
payments, 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 ATB 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, 2002, 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, 2003. Due to the relative fluctuation of interest rates the contracts, if terminated
on December 31, 2003, would have required a payment to CIBC of $1,104,668.
(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.

(ii)

During the year ended December 31, 2003, the fees paid to the Board of the VAA for
their services as directors amounted to $112,500 (2002 - $112,500).
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