New horizons

Victoria Airport Authority
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A 1,400 foot extension to the main runway will permit non-stop service
between Victoria, BC and London, England.
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Report from the Chair, and the President and CEO
We are proud of that which has been achieved in 2008
and there are many exciting developments ahead. In 2008
Victoria Airport Authority (VAA) finalized its Master
Plan and set the path for the continued development and
improvement of the Airport over the next twenty years.
Our goal continues to be to build airport facilities of
which our community can be very proud. The priority
considerations that are at the core of the Master Plan are
safety, security, environmental sustainability, financial
responsibility and continued service to the community.
VAA’s Master Plan identified a number of improvements
that can be made incrementally over time in response
to passenger demand. These improvements include an
expanded terminal building, self-serve passenger checkin, more aircraft gates, an expanded security check-point,
more and better food and beverage and retail concessions,
expanded Canada Border Services facilities, and the
introduction of USA Preclearance.
The Plan anticipates VAA working with B.C. Transit to
improve public transit service to the Airport. Public
parking will be expanded to meet demand, including a
parking structure towards the end of the planning horizon.
Environmental sustainability is a key principle for the
VAA. In 2008 VAA led the way with a comprehensive
water quality monitoring and testing program that
highlights the continued improvement in the quality of
rain water entering Reay and Ten Ten Creeks.
The most significant element in the Master Plan is a
1,400 foot extension to the main runway that will permit
non-stop service between Victoria and Europe. The
Board has approved a number of planning, engineering
and environmental studies to be completed by the end
of April 2009. The runway extension, estimated to cost
$41.2 million, is beyond the capacity of the VAA to fund
on its own. The Federal and Provincial governments
have therefore been invited to join with the VAA in a
partnership to complete the runway extension as an

infrastructure project over the next couple
of years. The immediate benefit from the
project will be an estimated 260 person
years of employment during construction,
and ultimately 33,000 additional
international visitors to Victoria and $10
million-plus annual economic impact.
In 2008 the Board approved the
Richard Paquette,
construction of a combined fire
President and CEO
hall/maintenance facility to replace a
Victoria Airport
number of World War II vintage wooden Authority
structures at a cost of $9.4 million. This
facility will be built to the most demanding seismic
standards to ensure that our emergency response vehicles
will be available in the event of a major earthquake.
The facility will bring Airport Fire Service and Airport
Operations staff together to work in a common location,
sharing resources and improving efficiency. The building
will also incorporate many environmental initiatives,
including a geothermal heating and cooling system that is
expected to cut energy demand to less than half.
Air service and connectivity is key to the economic
prosperity of the region and to the quality of life for those
of us who have the good fortune to live here. On June 5,
2008 United Airlines launched daily non-stop service to
San Francisco with their 66 seat Regional Jet. Less than
one year later, March 29, 2009, United doubled their
frequency to San Francisco.
Another new service for Victoria is WestJet’s seasonal three
times weekly flight to Las Vegas. This flight has been a
great success and it is expected to return in the fall of 2009.
VAA continually strives to remain one of the most costeffective airports in Canada. In 2008 the Board decided
there will be no increases to aviation fees in 2009 and the
Airport Improvement Fee of $10 will remain among the
lowest in the country for the foreseeable future.
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Parting Thoughts
Late in 2008 the Board renewed its commitment
to contribute $3 million to upgrade the Pat Bay
Highway 17 / McTavish Road and Canora Road
intersections. It is my great pleasure to report
that on April 7, 2009 the Federal and Provincial
governments announced funding for the $24
million McTavish Road Interchange Project. Hard
work by VAA staff and the Board paid off; one of
VAA’s highest priorities will now be completed. I
was proud to be a part of the VAA team putting
this project together.
I am also very proud to have been a part of the
Airport Authority’s success over the last eight
years first as a Director, then as Chair of the
Planning and Development Committee, and for
the past two years as Chair of the VAA Board of
Directors. There have been many achievements
including the expansion of the terminal building,
improved food and beverage service, on-site car
rental operations, expansion of the parking lot,
increased air service to places like San Francisco,
Las Vegas and additional flights to Toronto and
Calgary.
I want to thank our talented Board
of Directors, our outstanding
President and CEO, Richard
Paquette and all of the Victoria
Airport Authority dedicated staff,
all of whom contribute to making
our airport one of the most
successful in the country.
Gordon Denford, Chair
Victoria Airport Authority

Gordon Denford,
Chair,
Victoria Airport
Authority

Airlines and Passengers
Vancouver Island is known around the world for its forests,
wildlife, mountains and isolated beaches. Victoria, at the
southern tip of the Island, is known for its gardens and quiet,
healthy lifestyle; it is seemingly far away from other busy city
centres. However, by air, Victoria is just 15 minutes flying
time from Vancouver, the largest commercial centre in the
Province. There is also non-stop air service from Victoria to
Kelowna, Calgary, Edmonton, Toronto, Seattle, Las Vegas and
San Francisco, as well as service to sun destinations during
the winter months..
Air Canada Jazz operates three daily flights to Calgary
with a 50-seat Regional Jet, and 19 daily weekday flights to
Vancouver, utilizing a mix of 37-seat Dash 8-100 and 50-seat
Dash 8-300 aircraft.
WestJet provides three daily non-stop flights on their B737
aircraft to Edmonton, one daily flight to Kelowna and four
daily non-stop flights to Calgary. WestJet also offers three
weekly flights to Las Vegas on Tuesday, Thursday and Sunday.
Their seasonal charter flights include weekly service to
Puerto Vallarta and Cancun, Mexico.
Aeromexico provides seasonal weekly service to Cancun
on their B737, 124-seat aircraft. Air Transat also provides
seasonal once a week flights to Cancun.
On June 5, 2008 United Airlines introduced daily non-stop
service to San Francisco and March 29, 2009 twice daily nonstop service to San Francisco. Horizon Air also offers regular
connections to a US destination with five scheduled flights
per day to Seattle, using the 70-seat Dash 8-Q400 aircraft.
Pacific Coastal Airlines continues to operate to Vancouver
International Airport (YVR) South Terminal with seven
flights per day. Orca Airways flies to YVR South Terminal
and Abbotsford, and Alpha Airways to Boundary Bay.
Passenger traffic was up 3.8% in 2008 compared to 2007.
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Land Development
The new Mills Road Business Park is an example of responsible planning and
development. VAA installed the initial infrastructure, including roads, water and
sewer, according to strict environmental guidelines. Seven-and-a-half acres of the
nine acre site have been leased out. Slegg Construction Materials are building a wall
panel and truss production plant. Central Island Distributing and Pacific Express Ltd.,
are building distribution centres. Negotiations are continuing with other perspective
tenants for the remaining parcel of land in the Business Park.
Viking Air’s new production plant, which will bring the Twin Otter back into
production, is near completion. British Columbia Aviation Museum has expanded
its display area with the addition of a 100 by 120 foot hangar. Viscount Centre’s new
hangar and office building expansion is progressing well.

Viking Air’s new Series 400 Twin
Otter on its maiden flight.

Viking Air’s new production plant in the East Camp.
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Ground Transportation
In May 2008, VAA published a Ground Transportation Strategy, focusing on issues of
safety and convenience, green house gases and increasing fuel costs. One major issue
is that road links from Victoria have not kept pace with airport improvements. Traffic
leaving the airport passes smoothly through the new roundabout at East Saanich Road
and along Canora Road, until it reaches McTavish Road - an increasingly congested and
dangerous intersection. Although the roads in question are a Provincial responsibility
the VAA has committed $3 million towards the $24 million cost of a new interchange.
As this report went to print the Province announced it will proceed with the McTavish
Road Interchange Project.

rates from $2 to $1 for two hours of parking. The parking fee is reimbursed to those who
spend $10 at any airport food outlet. To manage demand and recover some of the cost
of capital improvements to the Daily/Long Term Parking Lot, rates increased from $12
for the first four days, and $4 a day thereafter, to $15 for the first five days and $7 a day
thereafter.
Victoria Regional Transit System provides limited service to the Airport. VAA reviewed
this service last summer, and concluded that it does not meet the needs of Airport
customers. The VAA and BC Transit are now undergoing discussions on how to improve
the service.

During 2008 VAA increased the size of its Daily/Long Term Parking Lot area by 135
spaces. In 2009, VAA will develop a design for the realignment of Willingdon access
road, to make room for additional surface parking. This design will determine the most
favorable location for an expandable future parking structure.

For cyclists, a bike lane leaves the airport and connects with Lochside Regional Trail.
From there, they have a safe passage to the Swartz Bay Ferry terminal or south to
Victoria, where they can connect with the Galloping Goose Regional Trail. In 2008, VAA
constructed a 2.5 km bike path along Mills Road at the north side of the airport. Many
airport employees, including the CEO, cycle to work on a regular basis.

In response to board initiated public surveys, VAA reduced Short Term Parking Lot
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A cyclist enjoys the new walking/bike path along Mills Road.
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VAA Environmental Officer Leanne Shapka collecting water samples
from a stream on airport lands.

Environment
Environmental initiatives in 2008 included:

Artwork courtesy of the Community Arts Council of Greater Victoria
– painter and author C.J. Taylor (Victoria, BC).

• Continued clean-up of Reay Creek.
• VAA engaged a consultant to develop a specific action plan to
reduce the greenhouse gas impact of VAA activities.
• A Royal Roads University student project was undertaken to help
develop a long term Management Plan for the East Willingdon
Road forest stand.
• First Nation students were engaged to remove ivy from over 400
trees in Airport Wood.

Public Art
In 2008, the VAA commissioned Saanich Artist Charles Elliott to create
a number of pieces of Coast Salish art for installation in the Terminal
Building in 2009. In addition, works of local artists are on rotational
display in the Terminal Building, through arrangements with the Art
Gallery of Greater Victoria, and the Community Arts Council of Greater
Victoria.

VAA’s rainwater quality monitoring program is one of the most
comprehensive in the Region and among Canadian airports.
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Airline Fees
VAA continues to offer air carriers and
passengers value. Aeronautical revenues, at 24
percent of total airport revenues, are among the
lowest in Canada. Keeping landing and terminal
fees at a reasonable level encourages air carriers
to profitably serve Victoria and the travelling
public. VAA’s Airport Improvement Fee of $10
also remains at the lowest national level.
VAA has responded to the recent economic
downturn with the following financial
commitments:
• No increases to Aviation Fees in 2009 – this
includes landing fees, general terminal fees,
aircraft parking fees and aviation fuel fees.
• Terminal Building space rental rates have not
changed since 2004 and, again, there will be no
increases in 2009.
• VAA has eliminated after-hours Fire Fighting
charges for flights outside normal hours of
operation.
• VAA has eliminated passenger loading bridge
use fees.
• VAA reduced Short Term Parking Lot rates
from $2 to $1 for two hours of parking.

Proposed
YYJ Runway Extension
Infrastructure Project
Total Cost:

Airfield
During 2008, a conceptual design was completed for a runway extension, as identified in the VAA Master
Plan. The 1,400 foot extension of runway 09/27 will permit non-stop service between Victoria, BC and
London, England. The project has been presented to Provincial and Federal governments as an infrastructure
funding opportunity, with the $41.2 million cost being split three ways. VAA economic impact studies indicate
the runway extension could benefit this region by an additional 33,000 international visitors and $10 million a
year. It is hoped that an agreement will be reached with the government partners by the end of May 2009, and
construction begun in January 2010.

$41.2 Million

British Columbia

Canada

$13.7 Million

$13.7 Million

Victoria Airport
Authority
$13.7 Million
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Community Relations
VAA is committed to continue as a good community member and neighbour. The
2008 Customer Satisfaction and Benchmarking Survey showed a very high 4.39 rating
on a 5 point scale. The Authority maintains a comprehensive public communications
program through its Annual Public General Meeting, Airport Consultative Committee,
Environmental Committee, Noise Committee, VAA’s On Approach magazine,
participation in community events, speaking engagements, membership and
involvement in community organizations, including Tourism Victoria, the Greater
Victoria Economic Development Agency, and Chambers of Commerce, as well as
maintaining a very comprehensive public web site.

The popular Red Coat Volunteers continue to provide a valuable service to air travellers
at YYJ. The program is currently serviced by 26 volunteers, who commit to a three hour
shift each week, plus regular debriefing meetings with administration.
In 2008, VAA and 443 Maritime Helicopter Squadron joined forces to host Victoria’s
first Chopper Challenge. VAA United Way Coordinator Melinda Orlowski organized
the event, which included teams from Airport tenants, members of the Greater Victoria
Defence Team and United Way representatives. The groups were invited to raise funds
for United Way by pulling a CH-124 Sea King helicopter 75 feet across the tarmac.
Victoria Airport Authority matched staff contributions for a total amount raised of
$16,286.70. VAA also contributed a total of $18,118 for various other charitable causes
and community events.

In 2008, VAA partnered with the Town of Sidney on the rehabilitation of Beacon
Avenue, and worked with the Town on a major Disaster Exercise. On the North Saanich
side, the Airport funded construction of a 2.5 km bike path on airport property along
Mills Road.

VAA made a $5,000 contribution towards the construction of the BC Aviation
Museum’s expansion, a new hangar on airport lands. The Museum depends on
volunteers and financial contribution from the community. They need $250,000 to
finish the hangar. You can go to their web site at www.bcam.net.

The Airport Authority was directly engaged in marketing the successful launch of
the daily non-stop United Airlines flight to San Francisco. This is only one of the new
connections offered by Airlines in 2008.

2008 Red Coat Volunteers

Bottom and Middle Rows: left to right – Sue Craig,
Marion Rogers, Lissen Lockwood, Breda Teh,
Beryl Kovari, Lorraine Smith, Barbara Nedzelski,
Christine Bink, Pat Maxwell, Jacqueline de Muinck,
Garth Johnston, Margarete Rothlisberger (Red
Coat Coordinator), Brenda Berry, Diana Lodge and
Doreen Drayton.
Top Row: left to right – Irene Holman, Lori Ogle,
Lenny de Groot, Rosmarie Hallworth, Diana
Cunningham, Janet Moir, Virginia McKay and
Anita Kardos (VAA).
Missing in photo: Susan Williams, Barbara
Costigan and Guy Hamel.
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Artist’s rendition of the new joint
use Fire Hall and Maintenance
building.

These machines will soon have a new home.

Fire Hall and Maintenance Building
In 2008, VAA reached a decision to proceed with construction of a joint use Airport
Fire Hall and Maintenance Building at a cost of $9.4 million. The new fire hall will
provide space for three crash trucks and ten fire fighters. The maintenance side
will house maintenance staff, snow plows and other maintenance equipment. The
innovative facility will allow the Airport Fire Service and Airport Operations staff
to work from a common location, sharing resources and improving efficiency. It will
provide a safe, secure and effective base of operations, even in the event of a major
earthquake.

This fun, VAA staff-sponsored event raised funds for the United Way.
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Board of Directors
The Board made the following appointments as Officers of the
Corporation and Committee Chair positions for the upcoming year
2009:
Board Chair
Christine Stoneman

There were a few changes on the Victoria Airport Authority Board of Directors in
2008.
In June 2008 the Board welcomed Graeme Roberts as the new Nominee from the
District of Central Saanich.

Vice Chair, & Chair, Airport Consultative Committee
Peter Bray

Mervyn Lougher-Goodey, Nominee from the Town of Sidney, retired from the VAA
Board of Directors a month prior to completion of his eight year term on the Board.
He took the oath of office as a Town of Sidney Councillor December 1, 2008.

Secretary, & Chair, Governance Committee
Mel Couvelier

Gordon Denford’s term on the Board of Directors ended December 31, 2008. Gordon
Denford served on the Victoria Airport Authority Board for the full eight year term,
including as VAA Board Chair for the past two years.

Chair, Audit and Finance Committee
Peter Dolezal

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 (www.victoriaairport.com)
under Airport Authority, Accountability, Policy and Procedures Manual, Governance
Process Policies, Communication with Nominators, Stakeholders and the Public.
Biographies of all Directors are available on the site.

Bob Coulter

Glen Crawford

Christine Stoneman Gordon Denford

Peter Bray

Chair, Planning and Development Committee
R. Chad Rintoul
President and CEO, ex-officio member of the Board
Richard Paquette

Bruce Knott

Mervyn Lougher-Goodey Peter Dolezal

Mel Couvelier

Graeme Roberts
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Matthew Watson

Victoria Kuhl

R. Chad Rintoul

Lindalee Brougham Richard Paquette

Directors and Management
Compensation
Compensation during 2008 for each Director was as follows:
Denford, Gordon, Chair
Watson, Matthew, Vice Chair
Stoneman, Christine, Secretary
Dolezal, Peter, Audit & Finance Chair
Lougher-Goodey, Mervyn, P&D Committee Chair
Bray, Peter, Director
Brougham, Lindalee, Director
Coulter, Robert, Director
Couvelier, Mel, Director
Crawford, Glen, Director
Knott, Bruce, Director
Kuhl, Vicki, Director
Roberts, Graeme, Director
Rintoul, R. Chad, Director

$48,250
$21,750
$20,250
$21,750
$19,979
$16,250
$16,750
$15,750
$17,750
$16,750
$17,750
$16,250
$9,479
$17,250

The salary paid to the President and Chief Executive Officer in
2008 was $197,525.
In 2008 Board attendence was 90 percent. Attendance at
Committees was 89 percent.
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Directors and Committee Participation 2008
Nominator

Nominee

Committees

1.

District of North Saanich

Peter Dolezal

Chair, Audit and Finance Committee; Steering Committee; Governance
Committee; Airport Consultative Committee

2.

District of North Saanich

R. Chad Rintoul

Vice Chair, Planning and Development Committee; Airport Consultative
Committee

3.

Town of Sidney

Mervyn Lougher-Goodey

Chair, Planning and Development Committee; Steering Committee; Airport
Consultative Committee; Highway Interchange Task Force

4.

Town of Sidney

Mel Couvelier

Planning and Development Committee; Vice Chair Governance Committee;
Highway Interchange Task Force

5.

District of Central Saanich

Graeme Roberts

Audit and Finance Committee; Airport Consultative Committee

6.

District of Saanich

Glen Crawford

Planning and Development Committee; Governance Committee

7.

Capital Regional District

Victoria Kuhl

Planning and Development Committee; Vice Chair, Airport Consultative
Committee

8.

City of Victoria

Peter Bray

Vice Chair, Audit and Finance Committee; Governance Committee

9.

Greater Victoria Chamber of Commerce

Lindalee Brougham

Audit and Finance Committee, Governance Committee

10.

Government of Canada

Bob Coulter

Planning and Development Committee, Airport Consultative Committee

11.

Government of Canada

Bruce Knott

Planning and Development Committee, Governance Committee

12.

Province of British Columbia

Christine Stoneman

Board Secretary; Steering Committee; Chair, Governance Committee; Audit and
Finance Committee; Airport Consultative Committee

13.

Board Nominee

Gordon Denford

Board Chair; Chair, Steering Committee; Chair, Highway Interchange Task
Force; Ex officio member of all Standing Committees

13.

Board Nominee

Matthew Watson

Board Vice Chair; Steering Committee; Chair, Airport Consultative Committee;
Audit and Finance Committee; Vice Chair, Highway Interchange Task Force
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Victoria Airport Authority Corporate Governance Guidelines
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 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.

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.

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.

Examine the size of the Board with a view to
determining the impact of the size upon effective
decision-making.
There were 14 Board members in 2008 - 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 2008
two of those positions were filled.

A majority of Directors should be “unrelated”
- independent of management and free from any
conflict of interest.
The Board is composed exclusively of non-

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
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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.

Capital Initiatives and Business Plan
Capital projects implemented by the Victoria Airport Authority in 2008 were:
[Thousands $]

Conceptual Design for Runway Extension and Lighting
Light Vehicle Replacements
Improve/Renovate 3rd Floor Observation Area (Phase 2)
Airport Security Improvements
Reay Creek Restoration
Replace Runway Surface Condition Reporting System
Flight Information Display System Improvements
Aircraft De-icing Fluid Storage Facility (2008 portion)
Flightway Obstacle Management
Willingdon Road Reconstruction
Air Terminal Office Upgrade (2008 portion)
Other - Miscellaneous
Total

Installation of Two New Loading Bridges (2008 portion)
$ 445.1
Construction of a New Firehall and Maintenance Garage (2008 portion) 851.5
Airfield Lighting Improvements (2008 portion)
538.9
Sanitary Sewer System Improvements
249.4
Airfield Pavements Rehabilitation
710.4
Concrete Aircraft Parking Stands (2008 portion)
441.4
Arrivals Area Redevelopment
102.0
Recondition Escalators
138.4
Rehabilitation of Beacon Avenue Connector
270.5
Expansion of Public Parking Lot
560.0
Mills Road Business Park Land Development (including Mills Road Bike Path) 1580.9
Purchase Tandem Dump Truck and Plow
215.9

139.3
81.3
52.5
41.2
26.0
24.0
33.0
17.9
57.7
23.5
72.8
517.9
$ 7,191.5

2008 Actual vs. Business Plan (Shown in thousands of dollars)
*Revenue

Plan
20,760.4

Actual
21,650.8

Difference
890.4

Explanation
Higher revenue due to parking lot expansion & ground transportation revenue increase.

Expenses

11,377.8

11,599.7

(221.9)

Higher expenses due to unexpected severe winter and associated snow removal costs.

Capital

10,652.2

7,191.5

(3,460.7)

Installation of Two New Loading Bridges planned for 2008 will be completed in 2009.

Business Plan Forecast 2009 – 2013 (Note 1)
*Revenue

2009
21,916.9

2010
22,299.4

2011
23,409.7

2012
24,588.2

2013
25,822.6

Expenses
11,575.4
11,924.0
12,548.9
13,107.5
13,353.8
(Note 2)
Capital
13,043.5
14,228.6
13,883.6
9,994.5
2,285.5
(Note 3)
Notes: * Revenue includes AIF and Operations
1. Assumes no passenger growth for 2009 & 2010, then 3.0% growth per annum for 2011 to 2013.
2. Expenses include interest & do not include non-cash items such as amortization and adjustments related to derivative instruments.
3. Capital forecast includes $3 million contribution to McTavish Intersection Improvements and $13.7 million for VAA share of Runway Extension project.
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 without a competitive process.
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Management Responsibility for
Financial Statements

KPMG LLP
Chartered Accountants
St. Andrew’s Square II
800-730 View Street
Victoria BC V8W 3Y7

The accompanying financial statements have been prepared by management in
accordance with Canadian generally accepted accounting principles. The most
significant of these are set out in Note 2 to the statements.

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

Auditors’ Report to the Members
of Victoria Airport Authority

The Authority’s accounting procedures and related systems of internal control are
designed to provide reasonable assurance that its assets are safeguarded and its
financial records are reliable. These financial statements include some amounts
based upon management’s best estimates and judgments. Recognizing that the
Authority is responsible for both the integrity and objectivity of the financial
statements, management is satisfied that these financial statements have been
prepared within reasonable limits of materiality.

We have audited the statement of financial position of Victoria Airport Authority
as at December 31, 2008 and the statements of operations, changes in net assets
and cash flows for the year then ended. These financial statements are the
responsibility of the Authority’s management. Our responsibility is to express an
opinion on these financial statements based on our audit.

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 significant accounting,
internal control and auditing matters. They also review and finalize the annual
financial statements of the Authority together with the independent auditor’s
report before their submission to the Board of Directors for final approval.

We conducted our audit in accordance with Canadian generally accepted auditing
standards. Those standards require that we plan and perform an audit to obtain
reasonable assurance whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation.

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

In our opinion, these financial statements present fairly, in all material respects,
the financial position of the Authority as at December 31, 2008 and the results
of its operations and its cash flows for the year then ended in accordance with
Canadian generally accepted accounting principles. As required by 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.

On behalf of the Authority

Richard Paquette
President and Chief Executive Officer
February 27, 2009
Chartered Accountants
Victoria, Canada
February 27, 2009
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Audited Financial Statements of VICTORIA AIRPORT AUTHORITY
Statement of Financial Position
December 31, 2008, with comparative figures for 2007
2008

2007

$ 7,389,502
1,178,880
168,995
198,101
8,935,478

$ 6,318,413
1,291,012
117,391
193,687
7,920,503

55,261,851
256,425

51,315,963
276,150

$ 64,453,754

$ 59,512,616

$ 1,808,660
176,918
1,155,856
1,800,000
110,409
22,481
5,074,324

$ 1,889,281
152,369
105,235
1,800,000
51,888
22,481
4,021,254

13,046,991
634,190
134,889
106,450
18,996,844

14,845,578
674,115
157,370
112,450
19,810,767

40,414,860
5,042,050
45,456,910

34,670,385
1,500,000
3,531,464
39,701,849

$ 64,453,754

$ 59,512,616

Assets
Current assets:
Cash and cash equivalents
Accounts receivable
Inventory
Prepaid expenses

Capital assets (note 3)
Deferred recognition of rent paid (note 7(a)(i))

Liabilities and Net Assets
Current liabilities:
Accounts payable and accrued liabilities
Deferred revenue
Derivative liabilities (note 12(b)(ii))
Current portion of long-term debt
Current portion of retirement allowance liability
Current portion of future rent payments

Long-term debt (note 4(a))
Retirement allowance liability (note 5)
Future rent payments (note 7(a)(ii))
Tenants’ security deposits
Net assets:
Invested in capital assets
Internally restricted for capital purposes (note 6)
Unrestricted net assets
Commitments (note 7)

See accompanying notes to financial statements.
On behalf of the Board:

Director
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VICTORIA AIRPORT AUTHORITY
Statement of Operations

Year ended December 31, 2008, with comparative figures for 2007
2008

2007

$ 2,778,016
2,159,085
6,913,409
2,162,162
586,348
14,599,020

$ 2,620,461
2,067,645
5,987,881
2,002,104
573,431
13,251,522

7,051,782
21,650,802

6,938,420
20,189,942

3,505,258
5,036,073
927,075
830,505
3,245,439
482,771
918,975
14,946,096

3,257,443
4,569,339
927,025
762,528
2,833,030
415,166
1,084,758
13,849,289

6,704,706

6,340,653

Unrealized gain (loss) on derivative instruments
Excess of revenue over expenses

(1,050,621)
5,654,085

149,212
6,489,865

Net assets, beginning of year
Adjustment to net assets
Adjustment for effects of hedge accounting to December 31, 2006

39,701,849
100,976

33,312,960
(254,447)
153,471

$ 45,456,910

$ 39,701,849

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

Excess of revenue over expenses before the following

Net assets, end of year
Statement of Changes in Net Assets

Year ended December 31, 2008, with comparative figures for 2007

Invested in capital
assets
Balance, beginning of year
$ 34,670,385
Transfer of internally restricted funds
1,500,000
Transitional adjustment to unrestricted net assets on change
in accounting policy
Adjustment for effects of hedge accounting to December 31, 2006
Excess of revenue over expenses
(3,245,439)
Invested in capital asset changes:
Capital asset additions
5,691,327
Decrease in related debt
1,798,587
Balance, end of year
See accompanying notes to financial statements.

$ 40,414,860

Internally
restricted
1,500,000
(1,500,000)

Unrestricted
3,531,464
-

2008
39,701,849
-

2007
33,312,960
-

-

100,976
8,899,524

100,976
5,654,085

(254,447)
153,471
6,498,865

-

(5,691,327)
(1,798,587)
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5,042,050

45,456,910

39,701,849

VICTORIA AIRPORT AUTHORITY
Statement of Cash Flows

Year ended December 31, 2008, with comparative figures for 2007
2008

2007

$ 5,654,085
3,245,439
1,151,597

$ 6,489,865
2,833,030
4,259

Cash provided by (used in):
Operations:
Excess of revenue over expenses
Amortization, which does not involve cash
Other non-cash charges – derivative liabilities
Changes in non-cash operating working capital:
Accounts receivable
Inventory
Prepaid expenses
Deferred recognition of rent paid
Accounts payable and accrued liabilities
Deferred revenue
Retirement allowance liability
Tenants’ security deposits held
Future rent payments

112,132
(51,604)
(4,412)
19,725
(80,621)
24,549
18,596
(6,000)
(22,481)
10,061,005

(318,615)
6,473
8,593
(98,625)
(1,120,939)
15,610
94,724
(22,482)
7,891,894

(7,191,328)

(6,662,426)

(1,798,587)

(1,350,136)

Increase (decrease) in cash

1,071,090

(120,668)

Cash and cash equivalents, beginning of year

6,318,412

6,439,081

$ 7,389,502

$ 6,318,413

$ 793,138
236,869

$ 980,936
231,592

Investing:
Capital expenditures
Financing:
Repayment of long-term debt

Cash and cash equivalents, end of year
Supplementary disclosure of cash flow information:
Cash paid during the year for interest
Cash received during the year for interest
See accompanying notes to financial statements.
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VICTORIA AIRPORT AUTHORITY
Notes to Financial Statements
1.

Year ended December 31, 2008

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) Cash and cash equivalents:
Cash and cash equivalents are defined as cash and highly liquid investments consisting of term deposits with original maturities at the date of purchase of three months or
less.
(c) Financial instruments:
All financial instruments, including derivatives, are included on the statement of financial position and are initially measured at fair value. Subsequent measurement and
recognition of changes in fair value of financial instruments depends on their initial classification.
Held for trading financial investments are measured at fair value and all gains and losses are included in net income in the period in which they arise. Loans and receivables,
investments held-to-maturity and other financial liabilities are measured at amortized cost.
The Authority has classified its cash and cash equivalents and derivative liabilities as held-for-trading. Accounts receivable is classified as loans and receivables. Accounts
payable and accrued liabilities, long-term debt and tenants’ security deposits are classified as other liabilities, all of which are measured at amortized cost.
The standards require derivative instruments to be recorded as either assets or liabilities measured at their fair value unless exempted from derivative treatment as a
normal purchase and sale. Certain derivatives embedded in other contracts must also be measured at fair value. All changes in the fair value of derivatives are recognized
in earnings unless specific hedge criteria are met, which requires that an entity must formally document, designate and assess the effectiveness of transactions that receive
hedge accounting.
(d) Inventory:
The inventory of consumable supplies is recorded at the lower of cost, determined on a first-in first-out basis, and replacement cost.
(e) Transport Canada Lease:
The Transport Canada Lease (see note 7(a)) is accounted for as an operating lease.
(f) 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:
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2.

Year ended December 31, 2008

Significant accounting policies (continued):
(f) Capital assets: (continued):
Asset

Rate

Leasehold improvements:
Terminal and other buildings
Runway and apron surfaces
Airfield electrical
Parking facilities and roadway systems
Infrastructure
Other
Office furniture and equipment
Computer hardware and software
Vehicles
Other equipment

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

The interest cost of debt attributable to the construction of capital assets is capitalized during the construction period.
When a capital asset no longer contributes to the VAA’s ability to provide services, its carrying amount is written down to its residual value with no reversals of such write
downs in subsequent periods.
(g) Revenue recognition:
The VAA follows the deferral method of accounting for contributions whereby unrestricted revenue is recognized when received or receivable if the amounts 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.
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2.

Year ended December 31, 2008

Significant accounting policies (continued):
(h) Employee future benefits:
VAA 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 VAA’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).
(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 the retirement allowance, useful lives
for amortization and provisions for contingencies. Actual results could differ from these estimates.
(j)

Adoption of new accounting standards:
Effective January 1, 2008 the VAA adopted the Canadian Institute of Chartered Accountants (CICA) Handbook Sections 1535 “Capital Disclosures,” and 3031 “Inventory.”
Section 1535 “Capital Disclosures” establishes standards for disclosing qualitative and quantitative information about the VAA’s objectives, policies and processes for
managing capital. This new disclosure is included in Note 10 to the financial statements.
Section 3031 “Inventory” requires inventories to be valued on a first-in, first-out or weighted average basis which is consistent with the VAA’s former accounting policy. The
adoption of this standard has had no impact on the VAA’s financial statements.
The VAA continues to apply the provision of Handbook Section 3861 “Financial Instruments – Disclosure and Presentation.” This is a disclosure option for not-for-profit
organizations in 2008.

(k) Future accounting changes:
In February 2008, the CICA issued Handbook Section 3064, “Goodwill and Intangible Assets”, effective for interim and annual financial statements relating to fiscal years
beginning on or after October 1, 2008. Section 3064, which replaces Section 3062, “Goodwill and Other Intangible Assets”, and section 3450, “Research and Development
Costs”, establishes standards for the recognition, measurement and disclosure of goodwill and intangible assets. This new standard is effective for the Company’s fiscal year
commencing January 1, 2009. The VAA does not expect the application of this section to have a material impact on the financial statements.
(l)

Comparative figures:
Certain comparative figures have been reclassified to conform to the presentation adopted in the current year.
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3.

Year ended December 31, 2008

Capital assets:

Leasehold improvements:
Terminal building
Runway and apron
surfaces
Airfield electrical
Parking facilities and
roadway systems
Other buildings
Infrastructure
Other
Capital work-inprogress
Office furniture and
equipment
Computer hardware
Computer software
Vehicles
Other equipment

Cost

Accumulated
amortization

2008
Net book
value

2007
Net book
value

$ 31,793,885

$ 6,491,922

$ 25,301,963

$ 26,277,918

7,939,903
3,920,507

1,951,854
449,660

5,988,049
3,470,847

5,281,860
3,104,229

5,491,571
2,555,016
6,181,888
1,517,887

1,123,238
196,866
804,771
406,567

4,368,333
2,358,150
5,377,117
1,111,320

3,834,407
2,488,097
5,263,798
1,532,770

4,373,649

-

4,373,649

646,624

101,355
408,168
285,326
3,518,625
1,792,255

78,596
212,095
222,433
1,891,091
789,091

22,759
196,073
62,893
1,627,534
1,003,164

31,746
146,614
66,910
1,533,969
1,107,021

$ 69,880,035

$ 14,618,184

$ 55,261,851

$ 51,315,963
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4.

Year ended December 31, 2008

Bank indebtedness:
(a)

Long-term debt:

Bank loan
Less current portion of long-term debt

2008

2007

$ 14,846,991
1,800,000

$ 16,645,578
1,800,000

$ 13,046,991

$ 14,845,578

The VAA has a $20,000,000 credit facility with 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 was 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 in quarterly installments of $450,000 which began April 1, 2007. Interest rate swap financial contracts (note 12(b)) are used to reduce cash flow risk on
approximately 70% of the outstanding loan balance. Accordingly, the effective interest rate on the VAA’s long-term debt was 5.24% in 2008 (2007 - 5.35%). Interest
expense related to long-term debt was $812,999 in 2008 (2007 - $926,200).
The minimum scheduled principal repayments over the next five years are as follows:
2009
2010
2011
2012
2013

$ 1,800,000
1,800,000
1,800,000
1,800,000
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.
These two credit facilities were undrawn at December 31, 2008 and 2007
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 retirement benefit is based on years of completed service. 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 minimum every three years. The next actuarial valuation of the plans is scheduled for December 31, 2011.
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Year ended December 31, 2008

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, 2008 are as follows.
Discount rates
Rate of compensation increases

6.6% - 7.4%
2.5%

Balance at December 31, 2006

$ 631,279

Annual accrual, net of benefits paid

60,825

Interest

33,899

Balance at December 31, 2007
Annual accrual, net of benefits paid
Interest
Adjustment to actuarial value as at December 31, 2008
Balance at December 31, 2008

726,003
34,300
36,300
(52,004)
$ 744,599
2008

Financial statement presentation:
Current portion
Long-term

$ 110,409
634,190
$ 744,599

2007
$ 51,888
674,115
$ 726,003

In 2008, the net retirement benefit plan expense totaled $18,596 (2007 - $94,724).
6.

Net assets internally restricted for capital purposes:
During 2008 the VAA’s Board of Directors approved the use of $1,500,000 in internally restricted funds in the 2008 capital asset expenditure program. The funds had been
restricted for future capital asset expenditures during 2004.
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7.

Year ended December 31, 2008

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 20 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 were 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 2008
rent expense for accounting purposes differs from 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:

2006
2007
2008
2009

Rent expense
for accounting
purposes
$ 927,025
927,025
927,025
927,025

Actual rent paid
or payable to
Transport Canada
$ 1,104,550
1,025,650
907,300
670,600

$ 3,708,100

$ 3,708,100

Annual
difference
$ 177,525
98,625
(19,725)
(256,425)
$

-

The projected rent expense for 2010 - 2013 based on the VAA’s long-range financial forecast is as follows:
2010
2011
2012
2013

$ 691,200
748,300
820,900
983,600

(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:

(c)

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,
2008 of approximately $8,200,000 (2007 - $237,000).
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 $70,000.
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8.

Year ended December 31, 2008

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, 2008 cumulative expenditures exceeded cumulative AIF revenue as follows:
AIF revenue
AIF interest income

186,148

Airline/ATAC administration fees

(3,420,825)

AIF capital program expenditures

(48,368,829)

Financing costs
Excess of eligible AIF expenditures over AIF revenues
9.

$ 46,247,968

(6,351,476)
$ (11,707,014)

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 multiemployer contributory pension plan. Basic pension benefits provided are defined. The plan has approximately 150,000 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, 2006 indicates a surplus of $438 million. The actuary does not attribute portions of the surplus to individual employers. During the year, the VAA paid $272,612 (2007
- $255,312) for employer contributions to the plan.

10.

Capital management:
The VAA is incorporated under part II of the Canada Corporations Act as a non-share capital, not-for-profit corporation and as such all earnings are reinvested in airport
development. The VAA manages its capital to allow it to fund operations, satisfy outstanding long-term debt and fund future capital asset acquisitions. The VAA defines capital
to be net assets and long-term debt.
The VAA’s credit facility requires it to maintain a fixed charge coverage ratio of 1.2 to 1.0. The VAA has never failed to meet that ratio.
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Year ended December 31, 2008

Risk management:
Exposure to credit risk, liquidity risk, and market risk, arises in the normal course of the VAA’s business. The VAA manages market risk arising from interest rate fluctuations
through the use of derivative financial instruments. The financial instruments are not used for trading or speculative purposes. At the inception of each hedge the VAA
determines whether it will or will not apply hedge accounting. No hedges have been designated under Section 3865 – “Hedges” at December 31, 2008, or for the year then
ended.
(a) Credit risk:
Credit risk is the risk that a third party to a financial instrument might fail to meet its obligations under the terms of the financial instrument. For cash and cash equivalents
and accounts receivable the VAA’s credit risk is limited to the carrying value on the balance sheet. The VAA has a concentration of credit risk with two airlines. The VAA
manages the risk associated with the concentration of credit risk through its policy of actively monitoring the aging of receivables.
Credit risk is further reduced by letters of credit, deposits and customer credit evaluations The VAA limits its exposure to credit risk on cash and cash equivalents by
investing in instruments issued by credit worthy financial institutions.
As at December 31, 2008 the aging analysis of trade receivables excluding impaired amounts of $4,700 is as follows:
Current
1 to 30 days
31 to 60 days
61 days plus
Total

98.1%
1.2%
0.4%
0.3%

$ 1,015,611
12,532
3,708
3,623

100.0%

$ 1,035,474

(b) Liquidity risk:
Liquidity risk is the risk that the VAA will not be able to meet its obligations associated with financial liabilities. Funds generated through operations provide the VAA’s
cash requirements. These funds are used to support operations and finance the capital program and repayment of the VAA’s long term debt.
(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.
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Year ended December 31, 2008

Financial instruments:
Fair value estimates are made at a specific point in time, based on relevant market information and information about the financial instrument. These estimates cannot
be determined with precision as they are subjective in nature and involve uncertainties and matters of judgment. Where the market prices are not available, fair values are
estimated using discounted cash flow analysis based on the VAA’s current borrowing rate for similar borrowing arrangements.
(a) Fair value:
The VAA’s cash and cash equivalents are recorded at fair value. Accounts receivable, accounts payable and accrued liabilities, and tenants’ security deposits are recorded in
the financial statements at carrying values which approximate fair values due to the immediate or short-term maturity of these financial instruments. Derivative liabilities
(note 12(b)) are carried at fair value. The fair value of long-term debt is similar to the carrying value taking into account the variable interest rate.

(b) Interest rate financial contracts:
The VAA has two interest rate financial contracts with its bank, CIBC, to reduce the cash flow risk of any potential increase in interest rates related to VAA’s long-term debt.
The following contracts hedge a total of approximately 70% of the outstanding debt and are projected to match the VAA’s loan repayment term:
(i) Interest rate contract that fixes the rate on $5,000,000 of the loan at 6.28% which expires January 2, 2009.
(ii) During 2005 the VAA entered into a declining balance forward interest rate contract that became 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.
The net fair value of the interest rate contracts at December 31, 2008 is a liability of $1,155,856 (2007 – $105,235). The fair value has been recognized as a derivative
liability on the statement of financial position. Due to the relative fluctuation of interest rates, if the VAA had wished to terminate the contracts as at December 31,
2008 a payment to CIBC of $1,155,856 would have been required.
13.

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, 2008, the fees paid to the Board of the VAA for their services as directors totaled $275,958 (2007 - $223,000).

14.

Subsequent event:
Subsequent to December 31, 2008 the VAA entered into a declining balance forward interest rate contract that becomes effective March 2, 2009, which fixes the interest rate at
2.55% over the life of the contract. The initial contract balance is for a notional amount of $4,300,000; which declines by $134,375 on a quarterly basis until January 3, 2017.
With the addition of this contract, 100% of the outstanding debt as at March 2, 2009 has been hedged against potential increases in interest rates at a blended interest rate of
4.15%.
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