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Report from the Chair, and the President and CEO
It’s been ten years since the federal government transferred responsibility for the 
Victoria International Airport to the new Victoria Airport Authority. The VAA has 
practiced good stewardship, proving time after time the wisdom of the transfer. During 
that decade:

•   $55 million has been invested in capital improvements to the airport terminal   
     building and infrastructure.
•   Passenger traffic has grown to a record 1.4 million in 2006.
•   New flights have been attracted, including non-stop flights to major cities in Canada                    
     and the US.
•   We have made significant improvements to the local environment through regular  
    monitoring programs, the revitalization of natural waterways and the implementation
           
•   Our environmentally responsible land development program has supported the                      
     airport’s growth into a strong economic force in the community. 

With the completion of the new Airport Terminal Building, our customers now receive 
better service in a contemporary, spacious and efficient setting. In response to customer 
feedback, we have improved our food and beverage service. In October, we unveiled two 
commissioned pieces of artwork and began a rotating artwork program in collaboration 
with the Art Gallery of Greater Victoria.

In another move to improve customer service, we expanded the parking facility, 
adding 575 spaces to accommodate our growing passenger volume in 2006. Other 
improvements include covered walkways and a permanent bicycle parking and 
assembly station. We have also begun construction of a four bay car rental service 
centre, which will consolidate car rental operations at the airport.

The VAA continues its strong commitment to the natural environment. We continually 
monitor water quality in the creeks on airport lands. We have incorporated an 
environmentally friendly rain water management system into the newly expanded 
parking lot to clean storm water run-off, before it enters local waterways. 

VAA continues to work with the Ministry of Transportation, the Town of Sidney and 
the District of North Saanich to improve ground access to the airport. The construction 
of an overpass where McTavish Road intersects with the Pat Bay Highway will solve the 
serious congestion and safety issues at the interchange. Our goal is to have the overpass 
completed prior to 2010, when Victoria will be playing a role in welcoming the world to 
British Columbia.

Much has been achieved during our first ten years, and we look forward to the future 
as demand for air service continues to grow. Planning is crucial and the VAA is well 
underway with a new master plan, which will chart the future course of the airport. A 
round of public and stakeholder consultation meetings is planned for early 2007. 

We are proud of our dedicated staff, who ensure that the airport operates safely and 
efficiently on a daily basis. Their commitment to excellence 
is impressive. We are also grateful to the Red Coat 
volunteers, who provide superb service at our Information 
Desk.

We acknowledge the contributions of departing board 
members Bob Skene, Haji Charania and Wayne Tremblay. 
We thank them for their many contributions to the board, 
our airport and our community over the years. 

Parting Thoughts

It has been an honour and privilege to serve 
as both a Director and Chair of the Victoria 
Airport Authority’s Board. This is a dynamic 
corporation with a steadfast commitment 
to the community. I am immensely proud 
of VAA’s many achievements, among them 
a beautiful terminal building, increased air 
service, thoughtful land development and an 
effective security system.

I am also proud of our governance system, 
that reflects leading practices in corporate 
governance. I have been blessed with the 
opportunity to work both with a superior 
group of Directors who are committed 
to sound governance, and also with our 
committed and experienced CEO, Richard 
Paquette and his management team.

Linda Petch, Chair, 
Victoria Airport Authority

Linda Petch, Chair, 
Victoria Airport Authority

Richard Paquette, 
President and CEO 
Victoria Airport Authority

of a farm management program on airport lands.
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The final phase of the Terminal Building expansion and renewal project is now complete. 
On October 21, 2006, the Victoria Airport Authority invited the public to join with us for 
a celebration of this milestone in our history. The strikingly beautiful facility, designed 
by local architect Tom Moore of Moore Paterson Architects, and constructed under the 
supervision and management of Durwest Construction Management and its principal, 
Darcy Kray, has brought a contemporary, open, customer friendly, west coast feel to 
the entire structure. There is no part of the old building that has not been expanded or 
improved in some way. 

To facilitate increased traffic through the airport, 575 spaces were added to the public 
parking lot in 2006. Other improvements to the parking lot include covered walkways, 
and a permanent bicycle parking and assembly station.

Terminal Building Development

We are continually pursuing land development opportunities on airport lands in Sidney 
and North Saanich, giving priority to projects that promise economic and employment 
growth for the community.  In 2006, Viking Air announced its plans to construct a new 
manufacturing facility to bring the DeHavilland Twin Otter back into production. This 
development is expected to bring an estimated 100 new jobs to the airport and to the 
region.

A four bay Car Rental Service Facility is under construction to the south east of the 
Terminal Building.  This will greatly improve the efficiency of the car rental operations 
and reduce car rental vehicle traffic in front of the terminal building.

A lease has been finalized with Milwest Holdings for development of a major Marine dry 
boat storage and service facility at Beacon Avenue and Galaran Road.

West Sidney Business Park at the corner of Henry Avenue West and Galaran Road is now 
complete.

The Awood Hangar at the base of the Control Tower has been re-developed for Purolator’s 
on airport package distribution facility.

Land Development
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Th e Victoria Airport Authority Board is strongly committed to public art at 
the Airport, and we are especially proud of what has been accomplished in a 
very short time. Th e results of the second phase competition were of such high 
calibre that the Board approved the commissioning of two artworks, rather 
than one.

Bouquet of Memories by Illarion Gallant of Rusnak Gallant Ltd. is a giant, 
colourful, aluminium and steel piece.  It is situated in the plaza north of the 
parking lot and south of the Departures Area drop-off  road.  

Airplay by Ed Schaefer and Tom Mercer of Mercer and Schaefer Glasstudios 
is a series of hand-craft ed stained glass pieces, extending the length of the new 
Departures Area.

Public reaction to these latest artworks has been very favourable.

Art at the Airport

Airplay by Ed Schaefer and Tom Mercer: the stained glass windows spill 
coloured light throughout the departures area.      
[Left ] Bouquet of Memories by Illarion Gallant.
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Th e VAA is continually seeking to improve service for its passengers. In 2006, 
Delta Airlines introduced a seasonal summer service from Victoria to their 
Salt Lake City hub with a 50 seat regional jet operated by Skywest Airlines. Th e 
service was well used, and will return in 2007. Also in 2006, Harmony Airways 
introduced weekly, seasonal service to Honolulu. In August 2006 Air Canada 
Jazz introduced non-stop regional jet service between Victoria and Edmonton. 
Eff ective April 1, 2007 Horizon Air will introduce a new 70 seat Q400 aircraft  
for the route between Seattle and Victoria. Horizon will provide 43 percent 
greater capacity with this new aircraft  serving Victoria. 

Passenger traffi  c was up 5.4% in 2006, compared to 2005.  Th is set a new 
record with approximately 1,400,000 passengers travelling through Victoria 
International Airport in 2006.

Passenger Traffic and Airlines
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Once again, in 2006 the Victoria Airport Authority participated in a national 
customer satisfaction survey.  Th e survey benchmarks Victoria Airport against 
other Canadian airports of similar size. Th is year, Victoria fi nished third with 
an overall rating of 4.38 on a 5.0 point scale – a score which is unchanged from 
last year. Although there is always room for improvement, the results are good. 
Th e lower ratings we received  were related to the quality of food services, and 
some disruptions caused by the fi nal construction phase. 

With the fi nal construction phase of the Terminal  Building we will continue 
striving for greater customer satisfaction at YYJ.  To improve our food and 
beverage concessions, a new full service Tim Hortons was opened in 2006 and 

a full service White Spot restaurant is planned for the spring of 2007.

In May, 2006, the VAA made our airport available for Trident Fury, a multi-
national military exercise.  During this event, more than 500 military personnel 
were based in our region, bringing signifi cant economic benefi ts to greater 
Victoria.  A similar military exercise is planned for 2007.

A new Welcome to Victoria sign was erected on airport property in 2006. Th e 
Victoria A.M. Association undertook this project as their 20th year anniversary 
project. Th e Victoria Airport Authority was the lead fi nancial contributor to 
this attractive addition.

Our Customers and Community
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[Left ] Th e VAA was the lead fi nancial contributor for this welcome sign, which was 
provided  by Victoria A.M. Association. Th e multi-national Trident Fury military 
exercise was hosted by the VAA in May, 2006. 

[Left ] Th e VAA was the lead fi nancial contributor for this welcome sign, which was 

[Top] one of several tables created for the airport terminal by the Camosun College 
Fine Furniture department in 2006. [Below] the Red Coat Volunteers are one of the 
premier services provided to passengers at Victoria International Airport: front row, 
left  to right: Lenny de Groot, Guy Hamel, Beryl Kovari, Doreen Drayton, Janet Moir, 
Diana Cunningham, Susanne Craig, Barbara Costigan. Second row, left  to right: Dave 
Wright, Garth Johnston, Joanne Konishi, Breda Teh, Susan Williams, (Anita Kardos 
– VAA) Irene Holman, Rosmarie Hallworth, Nancy Macdonell, Christine Bink, Lorne 
Broughton, (Ian West – VAA). Top row, left  to right: Barbara Nedzelski,
Jacqueline de Muinck (Coordinator), Marion Rogers, Margarete Rothlisberger, 
Lorraine Smith. Missing: Lissen Lockwood, Lori Ogle.
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Victoria Airport Authority activities during 2006 emphasize our strong commitment 
to the natural environment. Th e results of Transport Canada’s 2006 Annual 
Environmental Inspection were totally satisfactory. We undertake Environmental and 
Archeological Assessments in advance of all land altering airport projects.

Victoria Airport Authority and its tenants’ activities have been audited to ensure 
compliance with government standards and best industry practices. Additionally, 
in 2006, VAA engaged a consultant to follow up on earlier work and complete an 
environmental re-assessment of six Airport Tenants.

An environmentally friendly rainwater management system was incorporated into the 
newly expanded airport public parking lot. Rainwater is retained within the planted 
areas of the parking lot, and treated before it is released.

A new glycol aircraft  de-icing and fl uid storage blending and dispensing facility was 
installed at the airport in December 2006. Th is new equipment uses temperature 
based blending of glycol and water, which allows a signifi cantly a reduced glycol 
concentration. With this technology, 50 percent less glycol is dispensed during de-
icing operations, resulting in a proportionate reduction in environmental impact. Th is 
is achieved without impacting aircraft  safety.

In 2006 VAA continued its regular monitoring of water quality in Reay and Ten Ten 
Creeks.

Viking Air has removed and dismantled the concrete fl oor slab in its old hangar. Soil 
samples taken in and around the building have identifi ed a limited amount of heavy 
metal and hydrocarbon contamination. Removal and remediation was completed in 
November 2006.

WestJet has now retired their fl eet of 737-200 series aircraft . All of the older, noisy 
aircraft  are now phased out. Th e average age of their aircraft  is under two years.

Victoria Airport has been selected by Transport Canada as the site for the study of the 
eff ects of airport operations on air quality in 2007.

Environment

VAA Environmental Offi  cer Leanne Shapka keeps a close watch on water quality at  
Victoria International Airport.
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Safety and security are ongoing priorities at airports. We are pleased to conclude yet 
another year with no major incidents at YYJ. All regulatory and lease inspections have 
been favorable. 

VAA has introduced a new Restricted Area Identifi cation Access Control (RAIC) 
system. Th is was introduced as Bill C-20, and received fi rst reading on 15 June 2006.

RCMP offi  cers are now regularly assigned to the airport, further enhancing security, 
and we have expanded our closed circuit TV network with an increase in the number of 
surveillance cameras from 13 to 62.

Victoria Airport Authority continues to work with the Canadian Air Transport Security 
Authority (CATSA) and its security screening personnel at Victoria. We are proud of  
their ability to maintain the highest standards of vigilance, without sacrifi cing their 
reputation for customer friendly service.

Th e Terminal Building expansion project has brought the building up to today’s seismic 
standards.

RCMP Constable Marie Sonia Richer.

Bill Cann photo
VAA fi refi ghters test their fi re fi ghting equipment.

RCMP Constable Marie Sonia Richer.

Safety and Security
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Relationship with the Federal Government

During 2006, the Victoria Airport Authority has 
continued working through the Canadian Airports 
Council (CAC) in an eff ort to infl uence the federal 
government on two important issues: airport rent, 
and the Canada Airports Act.

Th e Canada Airports Act (introduced in 2004) was 
strongly opposed by the Victoria Airport Authority. 
We believed it to be an unnecessary and costly 
regulation, aimed at addressing problems that did 
not exist here. Th e Act, as originally proposed, has 
since died in Committee. However, during 2005, 
discussions continued with the Minister of Transport 
and his offi  cials on the subject of a new and less 
onerous act. Th is was introduced as Bill C-20, and 
received fi rst reading on 15 June 2006.

Victoria Airport Authority already exceeds the 
accountability and transparency requirements of the 
proposed act. Th e most profound eff ect of this new 
act, will be a reduction of the number of municipal 
appointments to the VAA Board from the current 
eight to just fi ve.  Parliament is not expected to deal 
with this act until sometime in 2007.

At the end of 2005, the Victoria Airport Authority signed an amendment to its lease, 
addressing the long standing complaint that airport rent paid in Victoria was not 
equitable and fair, compared to other airports of similar size. Under the new rent 
formula, since introduced, the Victoria Airport Authority will achieve equity by 2010. 
Transport Canada estimates the rent payable by the VAA in 2010 will be $400,000 
instead of the $1,800,000, which would have been payable if the old rent provisions had 
continued to apply.

In spite of the important change in the federal rent formula, airlines and airports across 
Canada continue to question the billions of dollars being taken from the aviation 
industry in this way. Th is hidden tax will continue to grow at an alarming rate year aft er 
year. Th e VAA will continue adding its voice to the industry’s call for an even more fair 
and equitable rent structure in the future.

Provincial Government

With the completion of the  Terminal  Building expansion and renewal, we have a 
fi rst class Airport which brings a sense of pride to this community.  A vital link to the 
Airport is the McTavish Road / Pat Bay Highway 17 Intersection.  Th e access road 
from the Terminal Building fl ows smoothly past the new roundabout, where it enters 
Canora Road and provincial jurisdiction.  Th is road terminates at a stop sign, prior 
to entering McTavish Road, a dangerous and congested intersection.  Th e Ministry of 
Transportation has done excellent work identifying and developing conceptual options 
for this location.  Th ere is growing public opinion supporting the Province undertaking 
detailed design in 2007 and completing the interchange in time to welcome the world 
to British Columbia in 2010.

Th e new roundabout helps with traffi  c fl ow near the airport.
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Master Plan 

Much has been achieved during the ten years that the VAA has been responsible for 
operation and control of Victoria International Airport. The demand for air travel 
continues to grow and there is much more to accomplish. VAA is already well underway 
with a Master Plan, which will chart the course of the airport for the next 20 years. We 
will begin consultations with the community early in 2007.

Financial

VAA divides operating results into two sectors, defined by funding source. The AIF sector 
relates to revenue from the Airport Improvement Fee charged to departing passengers. 
This revenue stream is used to fund capital improvements that benefit airline passengers. 
It includes items like the terminal expansion, ongoing improvements in the terminal 
area, airfield pavements and airfield electrical systems. The Operations Sector includes 
revenues from all other sources. This revenue is used for operating and maintenance 
expenses, as well as capital expenditures not funded by the AIF.

Debt

At the end of 2006, the total amount borrowed by the VAA from CIBC to finance capital 
improvements under the AIF Sector was capped at $18 million. Loan repayments will 
commence April 1, 2007 at $450,000 per quarter. This repayment schedule will result in 
the debt being repaid in 10 years. 

In November 2005, the VAA entered into a 10 year interest rate swap agreement with 
CIBC. The agreement becomes effective January 2, 2007. It allows the VAA to fix its 
interest rate on approximately 70% of its expected debt over the 10 year repayment term 
of the loan. The fixed rate of this interest swap, inclusive of the 39 basis point stamping 
fee, is 4.83%.

10 Year Passenger Volumes 

-
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Linda Petch’s tenure on the VAA Board ended December 31, 2006. She served as Board Chair from 2004 
to the end of 2006.

Bob Skene, Nominee of the Greater Victoria Chamber of Commerce, stepped down from the Board 
effective December 31, 2006.

Haji Charania, Nominee for the Corporation of Saanich, left the Board effective December 31, 2006.

Wayne Tremblay, Nominee for the District of North Saanich, left the Board effective  December 31, 2006.

Peter Bray was nominated by the City of Victoria and appointed to the VAA Board effective 
April 1, 2006.

Glen Crawford joined the Board as the Corporation of the District of Saanich Nominee effective 
January  1, 2007.

Lindalee Brougham joined the Board as the Greater Victoria Chamber of Commerce Nominee effective 
January 1, 2007.

R. Chad Rintoul joined the Board as the District of North Saanich Nominee effective  January 1, 2007.

Robert Coulter and Bruce Knott 
were appointed to the Board by 
the Federal Government effective 
January 1, 2007.

The Victoria Airport Authority 
has a comprehensive program 
of stakeholder consultation with 
the objective of transparency and 
genuine community and stakeholder 
responsiveness and accountability. 

The full range of VAA’s Stakeholder 
Consultation Program is detailed 
on the VAA web site at www.
victoriaairport.com under Airport 
Authority, Accountability, Policy and 
Procedures Manual, Governance 
Process Policies, Communication 
with Nominators, Stakeholders and 
the Public.

Board of Directors
The Board made the following appointments as Officers of the 
Corporation and Committee Chair positions for 2007:    

Board Chair
 Gordon Denford

Vice Chair, & Chair, Airport Consultative Committee 
Matthew Watson

Secretary, & Chair, Governance Committee 
Christine Stoneman

Chair, Audit and Finance Committee 
Peter Dolezal

Chair, Planning and Development Committee 
Mervyn Lougher-Goodey

President and CEO, ex-officio member of the Board
 Richard Paquette

Biographies of Year 2007 Directors are on the VAA Web Site:  www.victoriaairport.com.

Bob Skene Christine Stoneman Gordon Denford Haji Charania Linda Petch

Peter Bray

Matthew WatsonMel Couvelier

Mervyn Lougher-Goodey Peter Dolezal Peter Parsons Richard PaquetteVictoria Kuhl Wayne Tremblay
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Compensation during 2006 for each Director        
was as follows:

Linda Petch   $24,850
Mervyn Lougher-Goodey  $16,050
Peter Parsons   $16,050
Bob Skene   $16,050
Gordon Denford   $16,050
Peter Bray     $9,888
Haji Charania   $13,050
Mel Couvelier   $13,050
Peter Dolezal   $13,050
Victoria Kuhl   $12,450
Christine Stoneman  $12,850
Wayne Tremblay   $13,050
Matthew Watson   $13,050

Th e salary paid to the President and Chief Executive 
Offi  cer in 2006 was $145,761.

In 2006 Board attendance was 85%; attendance        
at Committees was 92%.

Directors and Management Compensation
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 Nominator  Nominee Committees

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

2. District of North Saanich  Wayne Tremblay Audit and Finance Committee, Airport Consultative Committee.

3. Town of Sidney  Mervyn Lougher-Goodey VAA Vice Chair, Steering Committee, Chair - Airport Consultative Committee,   
    Audit and Finance Committee, Highway Interchange Task Force.

4. Town of Sidney  Mel Couvelier Audit and Finance Committee, Vice Chair - Governance Committee, Highway   
    Interchange Task Force.

5. District of Central Saanich  Peter Parsons Board Secretary, Steering Committee, Chair - Governance Committee, Airport   
    Consultative Committee, Planning and Development Committee.   

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

7. Capital Regional District  Victoria Kuhl Chair - Art at the Airport Committee, Governance Committee, Planning and   
    Development Committee.

8. City of Victoria  Peter Bray Planning and Development Committee.
 
9. Greater Victoria Chamber of Commerce  Bob Skene Chair - Audit and Finance Committee, Steering Committee, Airport    

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

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

    Task Force.

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

13. Board Nominee  Linda Petch Board Chair, Chair - Steering Committee, Chair - Highway Interchange Task   
    Force, Ex officio member of all Standing Committees.

Directors and Committee Participation 2006
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The Board should explicitly assume responsibility 
for stewardship of the corporation and assume 
responsibility for the following:

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

Adoption of a strategic planning process.
The VAA Board regularly reviews the long-term fiscal 
framework for the Victoria Airport Authority.

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

VAA has systems in place to identify, manage and 
mitigate various risks. 

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

The Board appoints the President and CEO and 
maintains a Succession Plan. The Board monitors the 
CEO’s performance through a formal annual review.

A communications policy.
The Victoria Airport Authority Board continually 
reviews its governance to ensure effective and 
transparent communication with Nominators, 
Stakeholders and the Public.  The primary method of 
communication with the general public is through the 
VAA web site.

The integrity of internal control and management 
information systems.

The Board’s Audit and Finance Committee meets 
periodically during the year to review with 
management and the auditors on any significant 
accounting, internal control and auditing matters.

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

The Board is composed exclusively of non-

management Directors.  All Directors complete a 
Disclosure Statement annually, and are in compliance 
with the Corporation’s Directors and Officers Code of 
Conduct.

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

The Board has adopted criteria and a process for 
evaluating Nominees to the Board of Directors. This 
function is carried out by the Board’s Governance 
Committee. 

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

The 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 comprehensive orientation 
when appointed.  Directors heard from various guest 
speakers throughout the year.

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

There 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.  The Board also has 
the authority to appoint up to three Directors; in 2006 
only one of the positions was filled.

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

The Governance Committee conducts an annual 
review of Directors’ remuneration, per diem meeting 

fees, and expenses so they are consistent with 
comparable Canadian airports.

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.

The Board should appoint a Committee responsible 
for corporate governance.

The Board’s Governance Committee is responsible for 
corporate governance.

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

Responsibilities are defined in the Board’s Policy and 
Procedures Manual which is posted to the public web 
site and the Board’s Intranet. The 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. 
The Board meets independently of management at the 
end of every Board meeting. The Board also meets In 
Camera as required.

Audit Committee should be composed of outside 
directors.  The roles and responsibilities of the 
Committee should be specifically defined 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.

The Audit and Finance Committee is comprised entirely 
of outside Directors. Terms of Reference are defined 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 
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Capital projects implemented by the Victoria Airport Authority in 2006 were:
Capital Initiatives and Business Plan

Business Plan 2006 Actual vs. Business Plan (Shown in thousands of dollars)
 
 Plan Actual Difference Explanation

Revenue 17,291.0   18,297.4    1,005.7 5.4% increase in passenger traffic was higher than expected.
     
Expenses 10,020.7 9,981.3 (39.4) 
    
Capital 16,542.0 14,134.1 (2,407.9) Some projects budgeted for 2006 - now scheduled for final completion in 2007.
(Note 1)
 
Business Plan Cash Flow Forecast 2007 – 2011 (Note 1)

 2007 2008 2009 2010 2011
Revenue 19,489.5 20,498.2 21,556.1 22,788.9 23,651.6
Expenses 10,867.2 10,998.7 11,115.8 10,766.6 10,850.3
(Note 2)
Capital 7,664.3 5,441.3 8,866.4 14,100.9 6,734.4

Notes:        
1.  Assumes 4.25% passenger growth in 2007, then 3.0% growth per annum for 2008 and 2009, and 2% growth for 2010 and 2011.       
2.  Expenses include interest on completed portion of Terminal Building Expansion Project and do not include amortization.

Competitive Tendering  
The Victoria Airport Authority is committed to doing business locally and in a competitive fashion.  In accordance with our lease with Transport Canada, we disclose all contracts 
in excess of $75,000 which are entered into during the year and not awarded on the basis of public tender.  In 2006, the Victoria Airport Authority did not enter into any contracts in 
excess of $75,000 that were not competitively tendered.

Completion of the Terminal Building Development Project                     $ 1,512.9               
Expansion of Air Terminal Parking Lot (2006 portion)                                 5282.6 
Terminal Apron Lighting Improvements                                                           294.6 
Common Use Self Serve Kiosks                                                                           294.5 
Restaurant Improvements - Tim Horton’s                                                         694.5 
Master Plan Update                                                                                               114.0 
CCTV System for Parking Lots                                                                            217.0 
CCTV System Upgrade for Air Terminal Building                                           176.6 
Covered Walkways in Public Parking Lot                                                           608.1 
Airfield Pavements Rehabilitation                                                                     2646.1 
Airfield Lighting Improvements                                                                          352.9 
Fire Truck Replacement (Total $1 million - progress payment in 2006)        586.1 
Dump Truck Replacement                                                                                   101.8 

Sanitary Sewer System Improvements - North East section                      364.8
Flightway Obstacle Management                                                                     64.6
Seaplane Base Improvements                                                                           35.5
Interior Glass Artwork - Departures Area                                                      38.5  
Signage Improvements                                                                                      78.4
Flight Information Display System Improvements                                       45.9
Public Address System Improvements                                                            12.1
Terminal Building Walkway Lighting Improvements                                   25.3
Terminal Building Seating Improvements (Interior and Exterior)             47.5
Improved Bicycle Assembly Station                                                                42.0
New Bus Shelter                                                                                                 42.0
Security Access Control Systems                                                                      44.3
Other - Miscellaneous                                                                                     411.5 
T 14,134.1

[Thousands]
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Management Responsibility for 
Financial Statements

Th e accompanying fi nancial statements have been prepared by management in 
accordance with Canadian generally accepted accounting principles.  Th e most 
signifi cant of these are set out in Note 2 to the statements.

Th e 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.  Th ese 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.

Th e Board of Directors has appointed an Audit and Finance Committee 
consisting of six Board Directors.  Th e Committee meets periodically during the 
year to review with management and the auditors any signifi cant accounting, 
internal control and auditing matters.  Th ey 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.

Th e 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
March 1, 2007

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,  2006 and the statements of operations, changes in net assets 
and cash fl ows for the year then ended.   Th ese 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.  Th ose  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, 2006 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
March 1, 2007

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  
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Audited Financial Statements of VICTORIA AIRPORT AUTHORITY 

  2006 2005

Assets

Current assets:
Cash  $ 6,439,081 $ 5,423,437
Accounts receivable  972,397  2,952,909
Inventory  123,864  106,463
Prepaid expenses  202,280  211,226
   7,737,622  8,694,035

Capital assets (note 3)  47,486,567  35,369,381
Deferred recognition of rent paid (note 7(a)(i))                177,525   -
  
  $ 55,401,714 $ 44,063,416

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued liabilities $ 3,010,220 $ 2,017,108
Deferred revenue  136,759  124,924
Current portion of long-term debt  1,350,000  -
Current portion of retirement allowance liability  26,808  20,777
Current portion of future rent payments  22,481  22,481
   4,546,268  2,185,290

Long-term debt (note 4(a))  16,645,714  14,096,492
Retirement allowance liability (note 5)  604,471  458,223
Future rent payments (note 7(a)(ii))  179,851  202,333
Tenants’ security deposits held  112,450  107,450
   22,088,754  17,049,788
Net assets:

Invested in capital assets  29,490,853  21,272,889
Internally restricted for capital purposes (note 6)  1,500,000  1,500,000
Other net assets  2,322,107  4,240,739
   33,312,960  27,013,628

Commitments (note 7)
  $ 55,401,714 $ 44,063,416

See accompanying notes to financial statements.

On behalf of the Board:

  Director        Director 

Statement of Financial Position   December 31, 2006, with comparative figures for 2005
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Statement of Operations  Year ended December 31, 2006, with comparative figures for 2005
   2006  2005

Revenue:
Landing fees $ 2,409,545 $ 2,181,369
General terminal charges  1,991,580  1,924,176
Concessions  5,188,748  4,911,787
Rentals  1,689,985  1,509,251
Other  645,073         329,775
   11,924,931   10,856,358

Airport Improvement Fee, net of airline administration fees (note 8)  6,372,507   6,057,059
   18,297,438  16,913,417

Expenses:
Salaries and employee benefits  3,041,602   2,857,127
Services, supplies and administration  3,921,548   3,444,119
Transport Canada rent (note 7(a))  927,025   1,144,004
Property taxes  847,852        644,730
Amortization  2,016,879   1,576,703
Utilities  435,417         380,938
Interest  805,675        786,127
Provision for uncollected accounts due from airlines  2,108          50,269
   11,998,106   10,884,017

Excess of revenue over expenses      6,299,332     6,029,400
Net assets, beginning of year                   27,013,628                  20,984,228

Net assets, end of year                $   33,312,960           $     27,013,628

Statement of Changes in Net Assets  Year ended December 31, 2006, with comparative figures for 2005
   
   Invested in capital Internally
   assets restricted Other 2006 2005

Balance, beginning of year    $           21,272,889  1,500,000 4,240,739 27,013,628 20,984,228

Excess of revenue over expenses     -  - 6,299,332   6,299,332   6,029,400

Invested in capital asset changes:
Capital asset additions  14,134,065 -           (14,134,065) - -
Amortization of capital assets               (2,016,879) - 2,016,879 - -
Increase in related debt               (3,899,222) - 3,899,222 - -

Balance, end of year    $           29,490,853 1,500,000 2,322,107 33,312,960 27,013,628

See accompanying notes to financial statements.

VICTORIA AIRPORT AUTHORITY
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Statement of Cash Flows Year ended December 31, 2006, with comparative figures for 2005

   2006  2005

Cash provided by (used in):

Operations:
Excess of revenue over expenses $ 6,299,332 $ 6,029,400
Amortization, which does not involve cash  2,016,879  1,576,703
Changes in non-cash operating working capital:
 Accounts receivable  1,980,512      (1,177,549)
 Inventory         (17,401)             (2,006)
 Prepaid expenses  8,946  4,125
 Deferred recognition of rent paid       (177,525)  -
 Accounts payable and accrued liabilities  993,112  30,841
 Deferred revenue  11,835           (38,859)
 Retirement allowance liability  152,279  25,800
 Tenants’ security deposits held  5,000  -
    Future rent payments         (22,482)  56,039
   11,250,487  6,504,494
     

Investing:
Capital expenditures  (14,134,065)      (6,213,887)

Financing:
Increase in long-term debt  3,899,222  1,999,787

Increase in cash                  1,015,644                          2,290,394

Cash, beginning of year                 5,423,437                                        3,133,043
 

Cash, end of year                           $    6,439,081                  $     5,423,437

Supplementary disclosure of cash flow information:
Cash paid during the year for interest $ 930,706        $ 852,165
Cash received during the year for interest  237,047  124,328

See accompanying notes to financial statements.

VICTORIA AIRPORT AUTHORITY
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VICTORIA AIRPORT AUTHORITY
Notes to Financial Statements       Year ended December 31, 2006

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 Transport Canada (“ground 
lease”). 

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 replacement cost.

(c) Transport Canada Lease:

The Transport Canada Lease (see note 7(a)) is accounted for as an operating lease.

(d) Capital assets:

Capital assets are recorded at cost, net of applicable government reimbursements, 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%-33%
Runway and apron surfaces  5%-33%
Airfield electrical  5%
Parking facilities and roadway systems  5%-10%
Infrastructure  1.66%-10%
Other  5%-33%

Office 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.



24

Notes to Financial Statements       Year ended December 31, 2006

2. Significant accounting policies (continued):

(e) Revenue recognition:

The 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.

Government reimbursements of specific operating costs are offset against the costs incurred.

Revenue is recognized as follows:

    •    Landing and general terminal fees are recognized as revenue when airport facilities are utilized.

    •    Concession revenue is recognized based on the greater of agreed percentages of reported concessionaire sales and specified minimum guaranteed amounts over the               
           terms of the respective leases. Car parking revenue is recognized when car parking facilities are utilized.

    •    Rental revenue is recognized over the terms of the respective leases.

    •    Airport Improvement Fees (“AIF”) (note 8), net of airline administration fees, are recorded when passengers subject to the fee depart.

(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.  The VAA does not enter into financial instruments 
for trading or speculative purposes.

The VAA’s policy is to formally designate each derivative financial instrument as a hedge of a specifically identified debt instrument. The 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) Employee future benefits:

The Authority and its employees make contributions to the Municipal Pension Plan.  These contributions are expensed as incurred.

An unfunded retirement allowance benefit is also available to the Authority’s employees. The costs of these benefits are actuarially determined based on service and best 
estimates of retirement ages and expected future salary and wage increases.  The obligation under this benefit plan is accrued based on projected benefits as the employees 
render services necessary to earn the future benefits.  Actuarial gains (losses) arise from changes in actuarial assumptions used to determine the accrued benefit obligation.  
All actuarial gains (losses) are recorded immediately to income (expense).

(h)  Impairment of long-lived assets:

The  Authority  monitors  the  recoverability  of  long-lived  assets,  including capital assets,  whenever events or changes in circumstances indicate that the carrying 
amount of an asset  may not be recoverable.  The Authority reviews factors such as current market value, future  asset utilization and business climate and compares the 
carrying value of the assets to the  future undiscounted cash flows expected to result from the use of the related asset.  If such  cash flows are less than the carrying value, 
the impairment charge to be recognized equals  the excess.

VICTORIA AIRPORT AUTHORITY
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VICTORIA AIRPORT AUTHORITY

3.         Capital assets:

                  2006             2005
   Accumulated Net book Net book
  Cost amortization value value

Leasehold improvements:
Terminal building $ 29,346,956 $ 3,797,001 $ 25,549,955 $17,719,070
Runway and apron
 surfaces 6,811,904 1,199,531 5,612,373 3,088,852
Airfield electrical 2,536,257 144,422 2,391,835 273,481
Parking facilities and
 roadway systems 4,215,181 602,536 3,612,645 1,640,561
Infrastructure 5,555,862 329,032 5,226,830 1,264,962
Other 440,163 179,956 260,207 193,122
Capital work-in-
 progress 2,632,987 - 2,632,987 10,121,965

Office furniture and
 equipment 96,991 62,899 34,092 9,086
Computer hardware 359,337 205,584 153,753 88,148
Computer software 250,873 214,822 36,051 22,418
Vehicles 2,729,986 1,551,950 1,178,036 661,364
Other equipment 1,286,570 488,767 797,803 286,352

  $56,263,067 $8,776,500 $47,486,567 $35,369,381

During the year, the VAA capitalized interest and financing fees of $79,986 (2005 - $55,317) to capital work-in-progress.

Notes to Financial Statements       Year ended December 31, 2006

2. Significant accounting policies (continued):

             (i)    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.

            
            (j)    Comparative figures:  
      Certain comparative figures have been reclassified to conform to the presentation adopted  in the current year.
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VICTORIA AIRPORT AUTHORITY
Notes to Financial Statements       Year ended December 31, 2006
4. Bank indebtedness:

(a) Long-term debt:

                  2006                2005
Bank loan $ 17,995,714 $ 14,096,492

      Less current portion of long-term debt 1,350,000 -
                   $16,645,714    $14,096,492

The VAA had a $20,000,000 credit facility from the Canadian Imperial Bank of Commerce (“CIBC”) to finance the Air Terminal Building (“ATB”) expansion secured 
by way of a mortgage of the VAA’s leasehold interest and assignment of the Airport Improvement Fee.  The loan has been capped at $18,000,000 as of the Construction 
Term Out Date of December 31, 2006. Under the terms of the credit facility, the VAA borrows by way of banker’s acceptance at market rate or at CIBC prime.  The loan 
is repayable over 10 years and beginning April 1, 2007, quarterly principal repayments of $450,000 will commence.  Interest rate financial contracts (note 10(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 6.12% in 2006 (2005 

- 6.02%).  Interest expense related to long-term debt was $874,954 in 2006 (2005 - $781,127).

The minimum scheduled principal repayments over the next five years are as follows:

 2007                 $ 1,350,000  

 2008                      1,800,000  

 2009          1,800,000  

 2010         1,800,000 

 2011           1,800,000  

(b) Other credit facilities:

The VAA has a $2,000,000 operating line of credit with 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.

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.

5.         Retirement allowance liability:

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

The VAA has recorded additional liabilities for compensation upon retirement or termination in accordance with collective and other agreements negotiated subsequent to 
transfer.  The VAA accrues the cost of these future benefits as employees render their services based on actuarial valuations of the obligations.  It is the VAA policy to perform 
actuarial valuations of the plans a minumum of every three years. The next actuarial valuation of the plans is scheduled for December 31, 2008. 
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7. Commitments:

        (a)   Ground Lease with Transport Canada:

 The ground lease governs both the economic and day-to-day relations between the VAA and Transport Canada for a term ending March 31, 2057. The lease provides the 
option to extend the term for a further twenty years. 

 The ground lease provides for base lease rental payments and contains specific conditions for compliance with a series of requirements, including environmental standards, 
minimum insurance coverage, specific accounting and reporting requirements and various other matters that have a significant effect on the day-to-day operation of the 

Airport.

(i) The VAA pays rent to Transport Canada. During 2005 the VAA’s lease with Transport  Canada was amended.  The rent payments for 2006-2009 will be calculated 
based on a  declining percentage of the rent paid during 2005.  Effective January 1, 2010 rent  payments will be calculated based on a percentage of airport revenue.  
As a result of  CICA Accounting Standards the VAA is obliged to expense the fixed rent payments  between  2006-2009  on  a  straight-line  basis,  therefore  the  
2006  rent  expense  for  accounting purposes is significantly less than the actual rent paid to Transport Canada.   The variance between rent expense for accounting 
purposes and the actual amount  paid to Transport Canada for the years 2006-2009 is as follows:  

 

VICTORIA AIRPORT AUTHORITY

5.         Retirement allowance liability (continued):

The significant economic assumptions used by the VAA’s actuaries in measuring the accrued retirement allowance liability as at December 31, 2006 are as follows:

Discount rates    5.0% - 5.25%

Rate of compensation increases                 3.0%

In 2006, the net retirement benefit plan expense totaled $173,330 (2005 - $111,943).

6.         Net assets internally restricted for capital purposes:

The VAA’s Board of Directors has 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.

Notes to Financial Statements       Year ended December 31, 2006

 2006                $     927,025    $  1,104,550    $  177,525  

 2007       927,025        1,025,650          98,625  

 2008       927,025           907,300                       (19,725)  

 2009        927,025           670,600       (256,425)       

               $  3,708,100    $  3,708,100                   $              -  

Actual rent paid

or payable to     

Transport Canada   

Rent expense

for accounting

purposes 

Annual 

difference
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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 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 revenue is 
collected by the airlines on behalf of the VAA  which entitles them to withhold a 7% handling fee. AIF revenues are used solely to fund capital expenses related to the construction 
or improvement of airport infrastructure and related financing costs.  The AIF charge is $10 (effective July 1, 2004) per local boarded passenger.

To December 31, 2006 cumulative expenditures exceeded cumulative AIF revenue as follows:

AIF revenue      $31,206,212

AIF interest income               35,838

Airline/ATAC administration fees      (2,347,911)

AIF capital program expenses    (41,355,687)

Financing costs        (4,602,190)

Excess of eligible AIF expenditures over AIF revenues              $(17,063,738)

VICTORIA AIRPORT AUTHORITY
Notes to Financial Statements       Year ended December 31, 2006

7. Commitments: (continued):

 The projected rent expense for 2010 and 2011 based on the VAA’s long-range financial  forecast is as follows:

     2010       $  690,000

 2011          735,000

(ii) During 2003, Transport Canada amended the ground lease payments resulting in a deferral, without interest, of $224,814 of the 2003, 2004 and 2005 payments to 
2006 - 2015.

(b) Capital commitments:

In connection with the construction of certain capital projects and purchase of certain capital items, the VAA has capital commitments outstanding as at December 31, 
2006 of approximately $3.5 million (2005 - $5.4 million).

(c) Beacon Avenue extension:

The VAA entered into an agreement with the Town of Sidney (the “Town”) to participate in the extension of Beacon Avenue in 2001.  The benefit of the extension to the 
VAA is street access to land that will be developed at a later date.  When the VAA develops the land, the VAA is committed to reimburse the Town one third of the Town’s 
costs for the extension.  This reimbursement is estimated to be approximately $100,000.
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Notes to Financial Statements       Year ended December 31, 2006

9. 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 approximately 130,000 active contributors.

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, 
2003 indicates a deficit of $789 million.  The actuary does not attribute portions of the deficit to individual employers.  During the year, the VAA paid $227,180 (2005 - $210,545) 
for employer contributions to the plan.

10. Financial instruments:

(a) Fair value:

The VAA’s cash, accounts receivable, accounts payable and accrued liabilities, deferred rent payments, and security deposits are recorded 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:

The VAA has entered into three interest rate financial contracts with its bank, CIBC, to reduce the risk of any potential increase in interest rates related to VAA’s long-term 
debt.  The following contracts hedge a total of $12,000,000 in borrowing and are projected to match the VAA’s loan repayment term:

(i) Interest rate contract that sets an interest rate between 5.98% and 6.8% on $7,000,000 of the loan, which expires January 2, 2007.

(ii) Interest rate contract that fixes the rate on $5,000,000 of the loan at 6.28% which expires January 2, 2009.

(iii) During 2005 the VAA entered into a declining balance forward interest rate contract that becomes effective January 2, 2007, which fixes the interest rate at 4.83%                                                               
over the life of the contract.  The initial contract balance is for a notional amount of $7,000,000; which declines by $175,000 on a quarterly basis until January 2, 2009.  
Effective January 2, 2009, the notional amount increases to $10,100,000, and declines on a quarterly basis by $315,325 until the end of the contract January 3, 2017.

Due to the relative fluctuation of interest rates, the contracts, if terminated on December 31, 2006, would have required a payment to CIBC of $304,559 (2005        
             - $539,030).

(c)  Interest rate risk:

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

(d) Credit risk:

The VAA is subject to credit risk through its accounts receivable.  A significant portion of the VAA’s revenues and resulting receivable balances are derived from airlines.  
The VAA performs ongoing credit valuations of receivable balances and maintains provisions for potential credit losses.

VICTORIA AIRPORT AUTHORITY

11. 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, 2006, the fees paid to the Board of the VAA for their services as directors totaled $189,488 (2005 - $155,050). 
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