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The VAA has been striding forward in 2004, in spite of challenging 
times within the air industry. The Authority’s fi nancial results are 
positive and passenger traffi c reached a record level in 2004.

Th is year the Board of Directors updated the Authority’s strategic plan and reiterated 

its commitment to top-level air service to the community. Additional opportunities for 

non-stop service have been identifi ed and management is actively working on bringing 

them to fruition. 

To alleviate overcrowding in the departures area and accommodate the requirement 

for one hundred percent screening of checked baggage, the Authority is completing the 

fi nal phase of the Terminal Building Expansion Project. When the project is complete 

in May 2006, we will have a beautiful, spacious and effi  cient facility that is appropriate 

for the needs of our community.

Recognizing the importance of ground transport to the airport, the VAA is working 

with the various levels of government to address the McTavish/Pat Bay highway 

interchange and improve transit access to the airport. We are also exploring options to 

alleviate the overcrowding in our parking lots.

Mindful of its role as steward of the airport lands, the Authority has continued its 

rigorous monitoring of environmentally sensitive areas. When cadmium was found 

in Reay Creek in October, the Authority took immediate action to locate the source, 

and has been working with Environment Canada, Department of Fisheries and 

Oceans, the Capital Regional District, Transport Canada and our tenants to fi nd a 

means of resolving the issue. We are also working with our tenants to ensure that 

current practices are in full compliance with government standards and best industry 

practices.

In the February 2005 Status Report of the Auditor General of Canada to the House 

of Commons, the Auditor General commented favorably on the VAA, noting in 

particular its accountability to the public. Th e VAA, for example, has a web site where 

Canadians can easily fi nd information on governance. Th e VAA was also the lowest 

cost airport per passenger among the top ten airports in Canada in 2003.

Th e VAA is committed to playing a vital economic role in the community and 

supports increased air service, and appropriate development of airport lands. We are 

also pleased with our performance on the national customer survey conducted during 

2004, and are aiming to improve our score and be number one next year.  

Working through the Canadian Airports Council, the VAA continues to address the 

issue of airport rents. When the issue is resolved, the Board is committed to passing 

the savings on to airport users in the form of reduced fees and charges. 

At the end of 2003, Alan Peterson, John Nicas and Andrew MacGillivray, all founding 

members of the VAA, stepped down from the board. Board member Carl Kuhnke also 

stepped down at that time. Th ey were replaced by Haji Charania (Saanich), Wayne 

Tremblay (North Saanich), and Matthew Watson (federal government nominee).

Th e provincial government recommended a nominee for the fi rst time in 2004, 

resulting in the appointment of Christine Stoneman to the board at the beginning 

of July. We thank all outgoing and current directors for their vision, wisdom and 

leadership in making Victoria the best mid-sized airport in Canada. 

We also complement the management and staff  for their 

diligence and dedication to the airport throughout the 

year. And to the Red Coat volunteers and members of 

our various consultative committees, we express our 

gratitude for your involvement and commitment to the 

Victoria Airport Authority.

Respectfully submitted,

  

  Linda S. Petch, Chair

  Victoria Airport Authority

  

  Richard Paquette, President and CEO 

  Victoria Airport Authority

Report from the Chair, and the President and CEO



Terminal Building Expansion

The fi nal phase of our Terminal Building expansion and renewal project is progressing, on-time 
and on-budget. The easterly addition to our Terminal Building is completed and occupied by Air 
Canada Jazz, Pacifi c Coastal Airlines, and Airspeed Aviation for passenger check-in facilities. 
The next stage involves closing the east end of the existing departures area for renovation. 
Horizon Air, WestJet and charter airlines destined to the United States will continue to operate 
from their existing space throughout most of 2005. When completed this project will incorporate 
100 percent screening of checked baggage. The new departures area will be open with lots of 
light and the same look and feel as the balance of the terminal building.

Exterior of expanded departure area





Th e   International Civil Aviation Organization (ICAO) sets out the rules that govern 

civil aviation worldwide. Canada is a member state of the organization and Transport 

Canada has adopted its recommendations, most specifi cally those regarding safety 

management systems at civilian airports. Th is systematic approach to safety requires 

the designation of an accountable executive, and articulation of a clear policy 

expressing commitment to safe management practices. It involves identifying areas of 

risk and creating a systematic plan to address and minimize those hazards. 

Th ere is also a commitment to investigate all accidents and incidents; to collect data 

from the investigations and to ensure that all personnel receive the training they 

require. Th e system builds in a means of assessing safety performance against the 

safety goals that have been set, thus ensuring continuous improvement. What it means 

to the VAA is that instead of looking to government for a formulation of safety rules 

and regulations, we are taking a greater degree of ownership by determining risks 

specifi c to this site and doing the best we can to minimize them. 

2004 was another good year for VAA with no safety or security incidents to report. 

All regulatory inspections were favourable, and there were no lost time accidents 

by Airport Authority staff . A Workforce Safety Inspection program was fully 

implemented, and the VAA was the fi rst Canadian Airport to introduce a formal safety 

management system to identify and systematically manage risks associated with the 

operation of the airport.

Th e VAA continued to work with the Canadian Air Transport Security Authority on 

the implementation of an effi  cient, eff ective and customer friendly security system for 

this Airport. In 2004 the VAA also sponsored Super Host Customer Service Training 

for all security screening personnel.

Safety Management 



Our Airlines       

2004 was another challenging year for North American carriers, particularly the 

established legacy carriers which faced continued competition from low cost airlines. 

In this country Air Canada has implemented dramatic fundamental changes, emerging 

from the CCAA (Company’s Creditors Arrangement Act) as a leaner and more 

effi  cient airline.  

Air Canada’s Business Plan focuses on international routes, and a domestic system that 

feeds passengers through Vancouver and Toronto. Most Victoria passengers are routed 

through Vancouver with Jazz Dash 8 service. Toronto is served from Victoria with 

a year round daily Airbus 320 fl ight in both directions. Calgary is the single largest 

destination for travellers from Victoria International, and in 2004 the Air Canada 

family provided service to this destination with ZIP (Boeing737), Jazz (BAE 146) and 

Air Canada (A319). On December 5, they introduced a three times daily Jazz operated 

50 passenger Regional Jet service. 

WestJet continued to expand in Victoria, with non-stop fl ights to Calgary, Edmonton, 

Kelowna and Toronto (summer only), and connections to its growing network of 

destinations in Eastern Canada. In addition to domestic service, WestJet operated 

aircraft  for Air Transat’s Victoria to Mexico charter program. WestJet’s fl eet renewal 

program will continue to benefi t Victoria as older aircraft  are replaced with the quieter 

and more fuel effi  cient B737-700 series.

Pacifi c Coastal Airlines provided convenient, economical commuter service between 

Victoria and the South Terminal of YVR (Vancouver). Airspeed Aviation operated 

a similar service to Abbotsford. Helijet initiated, then discontinued, service to 

Abbotsford, Campbell River and Boeing Field in Seattle. Horizon Air continued 

to operate its Dash 8 service to Seattle with convenient connections to code share 

partners and Alaska Airlines, its parent carrier.

Hawk Air introduced service from Victoria to Prince George with its Dash 8 aircraft , 

aft er WestJet withdrew from that market. Th ey discontinued their non-stop to Prince 

George in October 2004, and to Vancouver in January 2005.

In 2004, Victoria had been served on a seasonal basis by Jetsgo to Toronto, SkyService 

to Las Vegas, and Harmony Airlines to Honolulu.

Victoria based travellers enjoy the benefi t of competitive pricing on virtually all routes. 

To ensure that Victoria International receives the best possible service, the VAA 

engaged an expert consultant to help identify opportunities for additional non-stop 

service. Th e study identifi ed non-stop services to Winnipeg, Los Angeles, a second 

daily fl ight to Toronto and a one-stop seasonal service to London, England through 

another Canadian city as prospects for future presentations to target airlines.





Passenger Activity 2003 - 2004
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Passenger traffic

Passenger traffi c in 2004 was up 
6% over 2003. A record 1,249,976 

passengers passed through Victoria 
International Airport in 2004. 



Along with making the public 

feel welcome at the Victoria 

International Airport, our 

Redcoat volunteers participate 

in many annual events including 

Canada Day celebrations.



Customer and Community 
Service       

An Economic Impact Study completed in late 2004 calculated the economic 

impact of Victoria International Airport during 2003 to be $440,800,000 and 

2,920 person years of employment. It is clear that Victoria International Airport 

plays a role of growing importance to the economic and social fabric of our 

community.

Victoria Airport Authority participated in a national customer satisfaction survey 

that benchmarked our airport against similar Canadian airports. Victoria fi nished 

a close second in terms of overall satisfaction. We are pleased with the results, 

(4.43 on a 5 point scale) and are committed to further improvement.

In 2004, the Victoria Airport Authority published two issues of On Approach, 

a new public information magazine about people and events at the airport. Th e 

magazine was distributed to airport tenants, and made available to the general 

public in the terminal building. 

Th e VAA has agreed in principle to accommodate a new Air Cadet Training 

Facility on Airport lands for a nominal rent.

In 2004, the Victoria Airport Authority completed a bike lane project and bike 

assembly facility, distinguishing Victoria as a bike friendly community and an 

ideal destination for cycle tourism.

Th e VAA Orca “Refl ection” raised $15,500 at the year end auction in support for 

the B.C. Lions Society Easter Seal Operations and Camp Shawnigan for the Kids. 

Airport staff  also participated in the Lions Society 24 Hour Relay, placing third in 

the Corporate Division, and raising $6,470 for the Kids at Camp Shawnigan. VAA 

matched employees’ United Way donations of $4,600.

Th e VAA is proud of their Red Coat Volunteers: Garth Johnston, Lorne 

Broughton, Guy Hamel, Trudy Nickel, Sue Craig, Rosmarie Hallworth, Christine 

Bink, Nancy Macdonell, Lori Ogle, Bill McComb, Marion Rogers, Lorraine Smith, 

Barbara Nedzelski, Breda Teh, Beryl Kovari, Irene Holman, Jacqueline de Muinck, 

Barbara Costigan, Lenny de Groot, Doreen Drayton, Joanne Konishi, Lissen 

Lockwood, David Wright and new volunteer in 2005, Margarete Rothlisberger

Greater Victoria’s bike 

friendly community gave 

our new bike lane project 

and bike assembly facility a 

big thumbs up.

Here VAA Chair Linda 

Petch breaks through the 

tape on opening day.





Land Development         

Th e Victoria Airport Authority is attempting to diversify sources to provide the funds needed for airport improvement without relying so heavily on aviation 

fees. Land development initiatives are guided by the basic principals of fi rst class projects oriented around good clean industry, sustainable jobs for the 

community and economic growth. In 2004 a lease was concluded with West Sidney Business Park Development for construction of a multi-tenant commercial 

building at the corner of Henry Avenue and Galaran Road in Sidney.

Technology          

Implementation of a Geographic Information System (GIS) began in 2004. Comprised of maps of the airport lands and properties, the computerized system 

links existing data to any given location at the airport. Th e system runs in a standard web browser, allowing simple access to information in a format that can be 

easily used by selected employees. Th e basic structure is in place, and staff  are in the process of enriching the program with additional data and tools. 

Environmental Initiatives        

• The 2004 Annual Environmental Inspection completed by Transport Canada was totally satisfactory.

• Six tenant inspections were undertaken in 2004.

• Environmental and archeological assessments were undertaken in advance of  two land altering
     Airport activities.

• An independent review of VAA’s Environmental Management Program was implemented.

• VAA’s Rainwater Quality Monitoring Program was reviewed and enhanced.

• An investigation was launched into the cause of a recent fi sh kill in Reay Creek. Levels of cadmium 
above accepted environmental guidelines are known to have originated from the Airport at the time of 
the event. It has not, however, been conclusively shown that cadmium was responsible for the fi sh kill. 
The VAA has been working with tenants to ensure that current practices are in full compliance with 
government standards and best industry practices. We are now investigating the possibility that the 
event was not a result of current activity by airport tenants, but a consequence of a different level of 
understanding and concern for environmental matters in years past. VAA, together with its tenants, is 
continuing to investigate the extent of the problem, and determine what can be done to correct it.





The VAA’s Relationship with the Federal Government  
   

During 2004, the Victoria Airport Authority has worked independently and through the Canadian Airports Council to infl uence 

the federal government on two major issues: airport rent, and the proposed new Canada Airports Act. Th e VAA Board felt that 

the proposed Canada Airports Act was an unnecessary and costly regulation aimed at fi xing problems that do not exist here. Of 

particular concern to the VAA was a proposed change to the method of selecting directors, a formula that has worked well for 

Greater Victoria. Th e proposed act died in committee at the end of the last session of parliament. We are, however, expecting 

Transport Canada offi  cials to bring it back in a modifi ed form. Th e Victoria Airport Authority will continue working with our 

nominators to help ensure any changes do not adversely aff ect Victoria.

Th e main ongoing and longstanding issue for VAA is rent. In 2004 the airport authority paid $1,117,163 rent to the federal 

government, while all other airports of comparable size paid no rent at all. Th e inequity of this arrangement has been noted by 

the Auditor General of Canada, who reported in October 2000 that “Transport Canada could not demonstrate how the deals for 

all the transferred airports were equitable, uniform, consistent and fair one with the other.” Although the VAA has pursued this 

inequitable treatment at every opportunity, it is disappointing to see another year draw to a close with no concrete results to report. 

Excessive rent is refl ected in higher costs to everybody passing through Victoria International Airport. Th e board of directors has 

resolved that if the rent is reduced or eliminated all of the savings will be passed on to airport users in the form of reduced fees 

and charges. In 2004 there was no substantial movement to solve the rent problem, nor was it addressed in the February 23, 2005 

federal budget.

On Nov. 15, 2004 the federal government introduced Bill C21, new legislation governing federal not-for-profi t organizations and 

replacing parts of the Canada Corporations Act under which the VAA is incorporated. Th e proposed changes are intended to 

strengthen and clarify corporate governance rules, bringing them more in line with contemporary governance practice respecting 

accountability and transparency, and clarifying the roles and responsibilities of directors and offi  cers. Th e VAA does not anticipate 

any diffi  culty meeting the requirements of this legislation because of the high standards of corporate governance and accountability 

currently in place. 



2004 Capital Expenditure and Business Plan

Capital projects implemented by the Victoria Airport Authority in 2004 were:
                                       

Terminal Building Improvements (Net of CATSA Funding) 3,092.2  
Airfi eld Drainage Improvements 126.8
Airfi eld Pavements Rehabilitation 425.3
Airfi eld Lighting Improvements 657.7
Willingdon Road Bike Lanes and Assembly Station 66.8
Canso Road Rehabilitation  64.1
Parking Management Improvements 159.7
Sanitary Sewer System Improvements 78.3
Light Truck Replacement 38.6
Dump Truck Replacement  205.8
Runway Sweeper Refurbishment 24.9
New LDC Screens for FIDS Monitors 24.5
Other – Miscellaneous 152.6
Total      $5,117.3

Business Plan
2004 Actual vs. Business Plan (Shown in thousands of dollars)
 Plan Actual Difference Explanation

Revenue 13,524.7   14,817.6 1,292.9 5.7% increase in passenger traffi c was higher than expected.
     Parking revenue increased due to restructured rates. 
Expenses 8,698.1 8,395.5 (302.6) Property tax reductions and credits from successful appeals.
Capital 5,705.6 5,117.3 (588.3) Planned land development projects deferred.

Business Plan Cash Flow Forecast 2005 – 2009 (Note 2)
 2005 2006 2007 2008 2009
Revenues 15,980.0 16,548.6 17,282.5 18,048.4 18,847.9
Expenses 9,191.1 9,916.1 10,847.4 11,215.8 11,581.8 
(Note 1)
Capital 6,684.3 11,333.1 7,589.9 5,777.6 4,978.6

Notes:
1. Expenses include interest on completed portion of Terminal Building Expansion Project and do not include depreciation.
2. Assumes 2.0% passenger growth per annum in 2005 and 2006, then 3.0% growth per annum for 2007 to 2009.  

Competitive Tendering
The Victoria Airport Authority is committed to doing business locally and in a competitive fashion. 
There were no contracts in excess of  $75,000 plus C.P.I. in 2004 awarded without a public competitive tendering process.

 [Thousands] 

Airfi eld Surface Maintenance 

Technician Gary Wilson shows off  the 

VAA’s new Western Star Runway truck. 





Th e Board should explicitly assume responsibility 
for stewardship of the corporation and assume 
responsibility for the following:

Th e Board oversees the management of the Authority’s 

business to ensure its purposes are realized.

Adoption of a strategic planning process;

Th e VAA Board held a Strategic Planning Session May      

2004 to update the Strategic Plan for the next fi ve years 

– summary published in this Annual Report.

To identify principal risks and ensure the 
implementation of appropriate systems to manage 
these risks;

VAA has a number of systems in place to identify, 

manage and mitigate various risks. In 2004 VAA 

adopted a Safety Management System which identifi es 

areas of risk and sets in place a systematic plan to 

minimize and address those hazards.

Succession planning, including appointing, training 
and monitoring senior management;

Th e Board appoints the President and CEO and 

maintains a Succession Plan. Th e Board monitors the 

CEO’s performance through a formal annual review.

A communications policy;

VAA has a well developed Communications Program.

Th e integrity of internal control and management 
information systems.

Th e Board’s Audit and Finance Committee meets 

periodically during the year to review with 

management and the auditors on any signifi cant 

accounting, internal control and auditing matters.

A majority of Directors should be “unrelated” 
- independent of management and free from any 
confl ict of interest.

Th e Board is comprised exclusively of non-

management Directors.  All Directors complete a 

Disclosure Statement annually, and are in compliance 

with the Corporation’s Directors and Offi  cers Code of 

Conduct.

Th e Board should appoint a Committee responsible 
for the appointment and assessment of Directors.

Th e Board has adopted a criteria and a process for 

evaluating Nominees to the Board of Directors. Th is 

function is carried out by the Board’s Governance 

Committee. 

Implement a process for assessing the eff ectiveness of 
the Board as a whole, the Committees of the Board 
and contribution of the individual.

Th e Board conducts annual evaluations. Completed 

questionnaires are assessed by the Governance 

Committee and results reviewed with the Board.

Provide an orientation and education program for 
new Nominees to the Board.

Each Director receives a comprehensive orientation 

when appointed. In 2004 Directors heard from various 

guest speakers as well as attended a successful Small 

Airports Conference held in Victoria and hosted by 

the VAA.

Examine the size of the Board with a view to 
determining the impact of the size upon eff ective 
decision-making.

Th ere are 13 Board members - 2 District of North 

Saanich, 2 Town of Sidney, 1 District of Central 

Saanich, 1 District of Saanich, 1 City of Victoria, 

1 Capital Regional District, 1 Province of British 

Columbia, 2 Government of Canada, 1 Greater 

Victoria Chamber of Commerce.  Th e Board also 

has the authority to appoint up to three Directors; 

currently only one of the positions is fi lled.

Th e Board should review compensation of Directors in 
light of risks and responsibilities.

Th e Governance Committee conducts an annual 

review of Directors compensation.

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

VAA Board Committees are composed entirely of 

non-management Directors all of whom are unrelated.

Th e Board should appoint a Committee responsible 
for corporate governance.

Th e Board’s Governance Committee is responsible for 

corporate governance.

Th e Board should develop position descriptions for the 
Board and the CEO, and the Board should approve 
the corporate objectives.

Responsibilities are defi ned in the Board’s Policy and 

Procedures Manual which is posted to the public web 

site and the Board’s Intranet. Th e Board reviews and 

approves corporate objectives on an annual basis.

Establish structures and procedures to ensure the 
Board functions independently of management.

Directors are non-management and Standing 

Committees are chaired by members of the Board. 

Th e Board meets independently of management at the 

end of every Board meeting. Th e Board also meets In 

Camera as required.

Audit Committee should be composed of outside 
directors.  Th e roles and responsibilities of the 
Committee should be specifi cally defi ned so as to 
provide appropriate guidance to the members as 
to their duties, the Committee is to have direct 
communication with the external auditors, and 
oversee management reporting and internal control.

Th e Audit and Finance Committee is comprised 

entirely of outside Directors. Terms of Reference are 

defi ned in the Board’s Policy and Procedures Manual 

and available on the public web site and the Board’s 

Intranet.

Victoria Airport Authority Corporate Governance Guidelines 



Art at the Airport      
  
The Art at the Airport Committee has adopted a two tiered 
approach to the display of art at the airport. Tier one involves 
major works obtained through a competitive process. Tier 
two art consists of a rotating display of art on loan from 
groups and organizations in the region. The ongoing display 
of public art and maintenance of all art works is included in 
the VAA operating budget.

In 2004 the Art at the Airport Committee initiated VAA 
participation in the Orcas in the City Program, sponsoring 
high school student, Jacylin Jeffries, and her classmates to 
create “Refl ection.” 



Board members Mel Couvelier, Peter Parsons, Mervyn Lougher-Goodey, Wayne Tremblay, Bob Skene, Linda Petch (Chair),             
Geoff Young, Victoria Kuhl, Peter Dolezal, Haji Charania, Gordon Denford, Matthew Watson, Richard Paquette (CEO).



Board Leadership      
    

For the fi rst time the Province of British Columbia recommended a Nominee to the 
VAA Board of Directors; Christine Stoneman was appointed effective 1 July 2004.

The Board has made the following appointments as Offi cers of the Corporation and 
Committee Chair positions for 2004 and for 2005:

Linda Petch   Board Chair

Mervyn Lougher-Goodey  Board Vice Chair, Airport Consultative   
    Committee Chair

Peter Parsons   Board Secretary, Governance Committee   
    Chair

Bob Skene   Audit and Finance Committee Chair

Gordon Denford   Planning and Development Committee Chair

Victoria Kuhl   Art at the Airport Committee Chair

Biographies of all Directors are on 
the VAA Web Site at 
www.victoriaairport.com.

New board member Christine Stoneman.

Directors and Management 
Compensation    

Annual Remuneration for the Board during 2004 was as follows:

Chair $19,500
Vice Chair $12,000
Secretary $12,000
Standing Committee Chairs   $12,000
Remaining Directors $9,000

Compensation during 2004 for each Director was as follows:

Linda Petch $19,500
Mervyn Lougher Goodey  $12,000
Peter Parsons $12,000
Bob Skene $12,000
Gordon Denford   $12,000
Peter Dolezal   $9,000
Geoff Young   $9,000
Vicki Kuhl    $9,000
Mel Couvelier   $9,000
Matthew Watson   $9,000
Wayne Tremblay     $9,000
Haji Charnia   $9,000
Christine Stoneman   $4,500

The salary for the position of President Chief Executive Offi cer in 2004 was $131,820
1n 2004 Board attendance was 92%; Committee attendance was 90%  



 Nominator  Nominee Committees

1. District of North Saanich  Peter Dolezal Audit and Finance Committee Vice Chair, Governance Committee.

2. District of North Saanich  Wayne Tremblay Planning and Development Committee, Airport Consultative Committee.

3. Town of Sidney  Mervyn Lougher-Goodey Board Vice Chair, Steering Committee Vice Chair, Airport Consultative   

    Committee Chair, Planning and Development Committee, Governance 

    Committee.

4. Town of Sidney  Mel Couvelier Planning and Development Committee Vice Chair, Governance Committee,   

    Rent Task Force.

 

5. District of Central Saanich  Peter Parsons Board Secretary, Steering Committee, Governance Committee Chair, Airport   

    Consultative Committee, Audit and Finance Committee.    

6. District of Saanich  Haji Charania Planning and Development Committee, Airport Consultative Committee.

7. Capital Regional District  Victoria Kuhl Art at the Airport Committee Chair, Governance Committee Vice Chair,   

    Planning and Development Committee.

8. City of Victoria  Geoff Young Audit and Finance Committee, Governance  Committee, Rent Task Force.

 

9. Greater Victoria Chamber of Commerce  Bob Skene Audit and Finance Committee Chair, Steering Committee, Governance    

    Committee, Airport Consultative Committee.

 

10. Government of Canada  Gordon Denford Planning and Development Committee Chair, Steering Committee, Art at the   

    Airport Committee, Airport Consultative Committee. 

 

11. Government of Canada  Matthew Watson Audit and Finance Committee, Airport Consultative Committee.

12. Province of British Columbia  Christine Stoneman Planning and Development Committee, Airport  Consultative Committee.

13. Board Nominee  Linda Petch Board Chair, Steering Committee Chair, Ex-officio member of all Standing   

    Committees, Rent Task Force Chair.

Directors and Committee Participation 



Our Mission

To provide our community with safe and secure, high 
quality and cost-effective airport services and facilities 
that enhance the social and economic well-being of the 
region we serve.

Our Guiding Principles

Safety   
The safety and security of our customers and staff is 
the primary concern in everything we do.

Environment
Environmental impacts are considered and managed 
in compliance with legal requirements and best 
industry practice.

Value
Delivering high levels of service and value to our 
customers in a cost effective manner.

Exemplary Employer
Treating all employees with fairness, dignity and 
respect.

Partnerships and Accountability
Working openly and constructively with our 
stakeholders and our community.

Responsible Stewardship of Assets
Prudent fi nancial management.

Economic Development
Supporting the economic development of the region.

Our Vision

To be the premier transportation link between 
Vancouver Island and the World.

Our Goals

• To provide and operate a safe, secure and 
environmentally responsible airport.

• To provide excellent modern and effi cient 
airport facilities and services.

• To be the best value mid-sized airport in 
Canada.

• To expand and integrate improved linkages with 
other modes of transportation.

• To ensure existence of a talented and motivated 
team of employees.

Five Year Targets 2005-2009

• Zero preventable accidents, security violations 
and breaches of environmental regulations.

• Rent reduced.
• Passenger movements increase by an average 

of 3% per annum, or 1,450,000 enplaned and 
deplaned passengers by 2009.

• Introduce scheduled non-stop service to one 
additional USA destination.

• First class Terminal Building expansion 
completed by May 31, 2006.

• Debt reduced to less than $14 million by 
December 31, 2009.

• Non-aeronautical revenue to account for 65% of 
total by December 31, 2009.

• Intersection improvements providing direct 
access to the Terminal Building from the Pat 
Bay Highway to be constructed by December 31, 
2009.

• New land development will generate an average 
of $75,000 per annum for each of 5 years. 

Strategic Plan 2005 – 2009 



Management Responsibility for 
Financial Statements

The accompanying fi nancial statements have been prepared by management in 
accordance with Canadian Generally Accepted Accounting Principles.  The most 
signifi cant 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 fi nancial records are reliable.  These fi nancial 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 
fi nancial statements, management is satisfi ed that these fi nancial statements have 
been prepared within reasonable limits of materiality.

The Board of Directors has appointed an Audit and Finance Committee 
consisting of six Board Directors.  The Committee meets periodically during the 
year to review with management and the auditors any signifi cant accounting, 
internal control and auditing matters.  They also review and fi nalize the annual 
fi nancial statements of the Authority together with the independent auditor’s 
report before their submission to the Board of Directors for fi nal approval.

The fi nancial information throughout the text of the Annual Report is consistent 
with the information presented in the fi nancial statements.

On behalf of the Authority

    
Richard Paquette
President and Chief Executive Offi cer

Auditors’ Report to the members 
of Victoria Airport Authority

We have audited the statement of fi nancial position of Victoria Airport Authority 
as at December 31, 2004 and the statements of operations, changes in net assets 
and cash fl ows for the year then ended.  These fi nancial statements are the 
responsibility of the Authority’s management.  Our responsibility is to express an 
opinion on these fi nancial 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 fi nancial statements are free of 
material misstatement.  An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the fi nancial statements.  An audit 
also includes assessing the accounting principles used and signifi cant estimates 
made by management, as well as evaluating the overall fi nancial statement 
presentation.

In our opinion, these fi nancial statements present fairly, in all material respects, 
the fi nancial position of the Authority as at December 31, 2004 and the results 
of its operations and its cash fl ows 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 22, 2005

KPMG LLP  Chartered 

Accountants  
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Audited Financial Statements of VICTORIA AIRPORT AUTHORITY Year ended December 31, 2004:

  2004 2003

Assets

Current assets:
Cash (note 3) $ 3,133,043 $ 2,643,237
Accounts receivable  1,775,360  1,028,021
Inventory  104,457  156,021
Prepaid expenses  215,351  173,830
   5,228,211  4,001,109

Capital assets (note 4)  30,732,197  27,126,517

  $ 35,960,408 $ 31,127,626

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued liabilities $ 1,986,267 $ 1,244,878
Deferred revenue  163,783  115,686
Current portion of retirement allowance liability  115,728  57,862
Principal on long-term debt due within one year (note 5(a))  -  1,600,000
   2,265,778  3,018,426

Long-term debt (note 5(a))  12,096,705  11,614,310
Retirement allowance liability (note 6)  337,472  342,838
Transport Canada deferred lease payments (note 7(a)(ii))  168,775  56,692
Tenants’ security deposits held  107,450  11,700
Long-term deferred revenue  -  9,790
   14,976,180  15,053,756

Net assets:
Invested in capital assets  17,388,205  13,358,778
Internally restricted for capital purposes (note 8)  1,500,000  -
Other net assets  2,096,023  2,715,092
   20,984,228  16,073,870

Commitments (note 7)
  $ 35,960,408 $ 31,127,626

See accompanying notes to fi nancial statements.

On behalf of the Board:

  Director        Director 

Statement of Financial Position   December 31, 2004, with comparative figures for 2003



Statement of Operations  Year ended December 31, 2004, with comparative figures for 2003
   2004  2003
Revenue:
Landing fees $ 2,072,949 $ 1,849,239
General terminal charges  1,816,316  1,583,304
Concessions  4,190,887  3,608,441
Rentals  1,320,108  1,271,183
Other     272,495      291,890
   9,672,755   8,604,057

Airport Improvement Fee, net of airline administration fees (note 9)  5,144,812   3,465,384
   14,817,567  12,069,441
Expenses:
Salaries and employee benefi ts  2,605,510   2,419,097
Services, supplies and administration  2,957,599   2,643,301
Transport Canada lease (note 7(a))  1,117,163   1,095,875
Property taxes     622,817      960,423
Amortization  1,511,593   1,464,754
Utilities     345,040      358,341
Interest     793,348      873,171
Provision for (recovery of) uncollected accounts due from airlines      (45,861)      251,796
   9,907,209   10,066,758
Excess of revenue over expenses  4,910,358  2,002,683
Net assets, beginning of year  16,073,870  14,071,187

Net assets, end of year $ 20,984,228 $ 16,073,870
See accompanying notes to fi nancial statements.

Statement of Changes in Net Assets Year ended December 31, 2004, with comparative figures for 2003

   Invested
   in capital Internally
   assets restricted Other 2004 2003

Balance, beginning of year  $ 13,358,778 - 2,715,092 16,073,870 14,071,187

Excess of revenue over expenses  - - 4,910,358 4,910,358 2,002,683

Invested in capital asset changes:
Capital asset additions  5,117,274 - (5,117,274) - -
Amortization of capital assets  (1,511,593) - 1,511,593 - -
Reduction in related debt  423,746 - (423,746) - -

Internal restriction for capital purposes  - 1,500,000 (1,500,000) - -

Balance, end of year  $ 17,388,205 1,500,000 2,096,023 20,984,228 16,073,870

See accompanying notes to fi nancial statements.

VICTORIA AIRPORT AUTHORITY



Statement of Cash Flows Year ended December 31, 2004, with comparative figures for 2003

   2004  2003

Cash provided by (used in):

Operations:
Excess of revenue over expenses $ 4,910,358 $ 2,002,683
Amortization, which does not involve cash  1,511,593  1,464,754
Changes in non-cash operating working capital:
Accounts receivable  (747,340)  (130,286)
Inventory  51,564  (1,438)
Prepaid expenses  (41,521)  49,050
Accounts payable and accrued liabilities  741,391  (104,197)
Deferred revenue  38,307  (65,237)
Retirement allowance liability  52,500  71,333
Tenants’ security deposits held  95,750  2,500
Transport Canada deferred lease payments  112,083  56,692
   6,724,685  3,345,854

Investing:
Capital expenditures  (5,117,274)  (1,431,457)

Financing:
Decrease in long-term debt  (1,117,605)  (1,187,378)

Increase in cash  469,806  727,019

Cash, beginning of year  2,643,237  1,916,218
 
Cash, end of year $ 3,133,043 $ 2,643,237

Supplementary disclosure of cash fl ow information:
Cash paid during the year for interest $ 706,809 $ 834,450
Cash received during the year for interest  50,076  30,689

See accompanying notes to fi nancial statements.

VICTORIA AIRPORT AUTHORITY



Notes to Financial Statements       Year ended December 31, 2004

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-profi t 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 60 years with an option to extend the term for a further 20 years.

2. Signifi cant accounting policies:

(a) Basis of accounting:

The fi nancial 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 fi rst-in fi rst-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, net of applicable government grants, 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  4%
Runway and apron surfaces  5%
Airfi eld electrical  5%
Parking facilities and roadway systems  5%
Infrastructure  1.66%
Other  5%-33%

Offi ce furniture and equipment  20%
Computer hardware and software  33%
Vehicles  10%
Other equipment  10%-20%

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

VICTORIA AIRPORT AUTHORITY



Notes to Financial Statements       Year ended December 31, 2004

2. Signifi cant 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 9), net of airline administration fees, are recorded when passengers depart the terminal building.

(f) Risk management fi nancial instruments:

Risk management fi nancial instruments are utilized to reduce interest rate risk on a portion of the VAA’s long-term debt.  VAA does not enter into fi nancial instruments 
for trading or speculative purposes.

VAA’s policy is to formally designate each derivative fi nancial instrument as a hedge of a specifi cally identifi ed 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 fi nancial contracts are used as part of the VAA’s program to manage the fl oating interest rates of the VAA’s total debt portfolio and related overall cost of 
borrowing.  The interest rate fi nancial 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 fi nancial 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 fi nancial 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.

VICTORIA AIRPORT AUTHORITY



Notes to Financial Statements       Year ended December 31, 2004

3. Cash:

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 fi rst 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.

  2004 2003

Cash in operating account $ 4,380,330 $ 3,196,667
Funds borrowed for AIF capital program  (1,247,287)  (553,430)

 Net cash $ 3,133,043 $ 2,643,237
Outstanding balances on the operating line of credit are combined with positive cash balances for purposes of computing interest expense.

4. Capital assets:
 2004 2003
   Accumulated Net book Net book
  Cost amortization value value

Leasehold improvements:
Terminal building $ 20,136,330 $ 1,786,781 $ 18,349,549 $ 19,135,941
Runway and apron
 surfaces 4,011,714 725,087 3,286,627 3,127,680
Airfi eld electrical 370,941 78,914 292,027 334,366
Parking facilities and
 roadway systems 2,021,763 335,845 1,685,918 1,479,227
Infrastructure 1,506,911 207,546 1,299,365 1,223,878
Other 285,477 116,543 168,934 183,874
Capital work-in-
 progress 4,539,667 - 4,539,667 657,744

Offi ce furniture and
 equipment 60,771 55,876 4,895 3,435
Computer hardware 313,657 260,569 53,088 17,027
Computer software 220,136 189,270 30,866 7,769
Vehicles 2,000,473 1,206,976 793,497 708,785
Other equipment 571,418 343,654 227,764 246,791

 $ 36,039,258 $ 5,307,061 $ 30,732,197 $ 27,126,517

During the year, the VAA capitalized interest and fi nancing fees of $20,207 (2003 - $nil) to capital work-in-progress.

VICTORIA AIRPORT AUTHORITY



Notes to Financial Statements       Year ended December 31, 2004

5. Bank indebtedness:

(a) Long-term debt:

  2004 2003

Bank loan $ 12,096,705 $ 13,214,310
Principal on long-term debt due within one year - 1,600,000

  $ 12,096,705 $ 11,614,310

The VAA has a $20,000,000 credit facility from the Canadian Imperial Bank of Commerce (“CIBC”) to fi nance 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.  During the year, the repayment terms were modifi ed to, beginning April 1, 2007, quarterly principal repayments of 2.5% of 
the total principal outstanding as at December 31, 2006.  Interest rate fi nancial contracts (note 11(b)) are used to reduce interest rate risk on $12,000,000 drawn under 
this credit facility.  Accordingly, the effective interest rate on the VAA’s long-term debt was 6.22% (2003 - 6.18%).  Interest expense related to long-term debt is $787,398 
in 2004 (2003 - $853,268).

(b) Other credit facility:

In addition to the above-noted credit facility and the operating line of credit described in note 3, the VAA has access to a $5,000,000 demand revolving capital asset 
expenditure facility.  This facility bears interest at the CIBC prime lending rate and is secured by way of a mortgage of the VAA’s leasehold interest and assignment of the 
Airport Improvement Fee.

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.

VICTORIA AIRPORT AUTHORITY



Notes to Financial Statements       Year ended December 31, 2004

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 2003, Transport Canada amended the ground lease payments resulting in a deferral, without interest, of $168,775 of the 2003 and 2004 payments to 2006-
2015.

(b) Airport terminal building expansion:

In 2004, VAA commenced the fi nal phase of renovation and expansion of the Terminal Building in the departures area.  Funding for approximately one quarter of the total 
estimated project cost of $12.1 million will be provided by the Canadian Air Transport Security Authority for new Hold Baggage Screening Facilities to be located in the 
departures area.

(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 benefi t 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. Net assets internally restricted for capital purposes:

In 2004, VAA’s Board of Directors internally restricted $1,500,000 to be held for future capital asset expenditure requirements.  This amount is not available for any other 
purpose without approval by the Board of Directors.

9. 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 fi nancing costs.  Effective October 1, 1999, the VAA introduced an AIF in 
the amount of $5 per local boarded passenger and increased the AIF to $8 effective July 1, 2003.  Effective July 1, 2004, the AIF was increased to $10.

VICTORIA AIRPORT AUTHORITY



Notes to Financial Statements       Year ended December 31, 2004

9. Airport Improvement Fee (“AIF”) (continued):

To December 31, 2004 cumulative expenditures exceeded cumulative AIF revenue as follows:

AIF revenue   $ 17,843,586
Airline/ATAC administration fees  (1,396,914)
AIF capital program expenses  (26,955,068)
Financing costs  (2,875,085)

Excess of eligible AIF expenditures over AIF revenues   $ (13,383,481)

10. 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 benefi ts.  The pension plan is a multi-
employer contributory pension plan.  Basic pension benefi ts provided are defi ned.  The plan has about 128,000 active contributors including approximately 30,000 contributors 
from local governments.

Every three years an actuarial valuation is performed to assess the fi nancial position of the plan and the adequacy of plan funding.  The most recent valuation as at December 
31, 2003 indicates a defi cit of $789 million.  The actuary does not attribute portions of the defi cit to individual employers.  VAA paid $194,365 for employer contributions to 
the plan in 2004.

11. Financial instruments:

(a) Fair value:

VAA’s cash, accounts receivable, accounts payable and accrued liabilities, deferred lease payments, and security deposits are refl ected in the fi nancial statements at carrying 
values which approximate fair values due to the immediate and short-term maturity of these fi nancial instruments.  The fair value of long-term debt is similar to the 
carrying value taking into account the interest rate and maturity date.
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Notes to Financial Statements       Year ended December 31, 2004

11. Financial instruments (continued):

(b) Interest rate fi nancial contracts:

VAA has entered into interest rate fi nancial contracts with its bank to reduce the fi nancial risk associated with the borrowings related to the ATB expansion.  The VAA has 
entered into the following interest rate fi nancial contracts that hedge a total of $12,000,000 in borrowing:  (i) an interest rate contract fi xes 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 
fi ve years commencing January 2, 2002.  Due to the relative fl uctuation of interest rates, the contracts, if terminated on December 31, 2004, would have required a payment 
to CIBC of $983,017.

(c) Interest rate risk:

VAA’s exposure to interest rate risk relates to its future anticipated borrowings and is reduced by the interest rate fi nancial contracts disclosed above.

(d) Credit risk:

VAA is subject to credit risk through its accounts receivable.  A signifi cant 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.

12. Other information:

(a) The VAA income generated from airport-related operations is exempt from federal and provincial income taxes.

(b) During the year ended December 31, 2004, the fees paid to the Board of the VAA for their services as directors amounted to $135,000 (2003 - $112,500).
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