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Victoria Airport Authority Annual Report 2010

The foundations are strong for a bright future 
at Victoria International Airport
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Th e proposed 1,457 foot extension to the main runway will permit 
non-stop service to destinations in Europe.
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Report from the Board Chair, and the President 
and Chief Executive Officer
Th e foundations are strong for a bright future at 
Victoria International Airport. Much has been 
accomplished since Victoria Airport Authority 
(VAA) took over responsibility for management and 
operation of Victoria International Airport on 
April 1, 1997. Capital improvements made at Victoria 
International Airport since that date represent more 
than $87 million in expenditures. 

In 2010 VAA continued to build on the solid 
foundations. Highlights of 2010 include the 
following:

• Th e priority project for the VAA Board of 
Directors is the extension of the primary 
Runway 09/27. VAA continues its discussions 
with the Provincial and Federal Governments 
to join together with the VAA in a funding 
partnership to construct the extension to 
accommodate non-stop fl ights to Europe. Th e 
fi nal design is complete, and the project is 
ready to construct.

•   Construction of the McTavish Interchange on 
the Pat Bay Highway 17 got under way at the 
end of November 2009. It is on budget and 
scheduled for completion by June 2011. A 
new BC Transit Bus Exchange is also under 
construction at the McTavish Interchange.

•   Th e new VAA Airside Operations Centre 
(front cover photo) is fully operational. Th e 
project includes an environmentally friendly 
geothermal system that will reduce energy 
demands for heating and cooling. 

•   Victoria International Airport (YYJ) was 
recognized by Airport Revenue News as the 
2010 winner of the North American Airport 
with the Best Customer Service in the Small 

Airport Category. Th e award is not because of a 
single act by a specifi c company or person, but 
recognition of all the people at YYJ providing 
courteous service to passengers and customers 
every day. 

•   Th ere were a number of environmental 
initiatives in 2010 including installation of 
a solar hot water system and high effi  ciency 
lighting in the air terminal building, as well as 
geothermal system at the Airside Operations 
Centre. 

•   In response to signifi cant public feedback, in 
December 2010 VAA was pleased to introduce 
free Wi-Fi in the air terminal building.  Th is 
new service is provided in partnership with 
BOLDstreet Wireless. 

•   Th e Airport Improvement Fee (AIF) did not 
increase in 2010. Th e $10 AIF, one of the lowest 
in Canada, has remained the same since July 
2004.

•   VAA’s Aviation Fees (Landing and Terminal 
Fees) are also among the lowest in the country. 
Th ey have not increased since March 1, 2008. 
Th ey will increase by three 
percent on March 1, 2011.

We are proud of our staff  who 
ensure that the Airport operates 
safely and effi  ciently on a daily 
basis.

Parting Thoughts from 
outgoing President and 
CEO Richard Paquette   

At the end of 2010 I left  the Victoria Airport Authority 

(VAA), aft er having served as President and CEO for 

twelve years. I am very proud to have been a part of the 

many successes of the VAA over this formative period.

We have seen the expansion of non-stop air service to 

many new destinations, an increase in passengers, and 

an expansion and renewal of our terminal building. 

Industrial lands have been developed to bring new jobs 

to our community, further expanding the critical role 

the airport plays in Victoria’s economy. All of this has 

been achieved with a real commitment to customer 

service, as well as fi nancial and environmental 

sustainability.

Much has been accomplished, but there are many 

challenging opportunities ahead. Th e future vision 

for Victoria International Airport includes improved 

public transit, an extended runway, non-stop air 

service to more destinations (including Europe), 

continued terminal building improvements, a 

strengthened relationship with First Nations, and a 

continuing commitment to serve our community with 

quality service, prudent fi nancial management and 

environmental sustainability.

Th ese challenges are passed to 

VAA’s new President and CEO, 

Geoff  Dickson, I am confi dent 

that with the guidance of the VAA 

Board, and the support of VAA’s 

dedicated staff , Geoff  will lead 

VAA to an even brighter future.

Richard Paquette, 
President and CEO 
Victoria Airport 
Authority

Christine Stoneman,  
Chair, 
Victoria Airport 
Authority

On our cover: New Airside Operations Centre (Combined Fire Hall and Maintenance Garage) 
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Airlines and Passengers

Victoria International Airport is the gateway to Vancouver Island and the 

ninth busiest airport in Canada, serving more than 1.5 million passengers 

yearly. Victoria is well served with an average of 60 daily departures, 

including convenient non-stop service to Toronto, San Francisco, Calgary, 

Edmonton, Seattle, Vancouver, Kelowna, Abbotsford, Nanaimo and Comox, 

as well as seasonal fl ights to Las Vegas, Honolulu, Puerto Vallarta and 

Cancun. In light of the economic recession Victoria International Airport 

passenger traffi  c was relatively stable with a downturn of only 1.2 percent in 

2010. 

As part of its overall marketing program, VAA attended the International 

Routes Conference at Vancouver International Airport in September, 2010. 

Other groups attending from Victoria included Tourism Victoria, Butchart 

Gardens, the Fairmont Empress Hotel and the Victoria Conference Centre. 

Th is conference gave us the opportunity to market Greater Victoria to airline 

delegates from around the world.

Runway Extension Project  

In 2010, VAA completed the fi nal design drawings to extend the 

main runway (09/27) by 1,457 feet, accommodating non-stop fl ights 

to Europe. VAA is continuing discussions with the Provincial and 

Federal Governments to participate in a funding partnership with 

VAA. Th e main runway is presently shorter than the main runway 

at any other provincial capital city airport in Canada. Th e public 

and business communities in Victoria continue to strongly support 

the runway extension. Resulting benefi ts of the extension will be 

increased economic activity, jobs for the community and tax revenue 

for governments. Th e project is ready to construct, and VAA will 

continue to market the opportunity to airlines.
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Ground Transportation  

Construction of the new $24 million interchange at Pat Bay Highway 17 and McTavish 

Road was a funding partnership. Th e Government of Canada and the Province of 

British Columbia each contributed $10.5 million. Th e VAA contributed $3 million. Th e 

interchange will improve road safety and transportation effi  ciency for local residents, 

visitors and motorists travelling along Highway 17 to the airport and the north end 

of the Saanich Peninsula. One of the safety features of this interchange is a separate 

pedestrian / bicycle overpass.

In feedback received by the VAA, the community is asking BC Transit to improve 

transit service to the airport. VAA is working with BC Transit to review various options, 

including scheduled half-hour service from the air terminal building to the new BC 

Transit Exchange Station at the McTavish Interchange. Th e exchange is scheduled for 

completion by the end of June 2011.  

Th e Victoria International Airport Master Plan defi nes improvements to meet demand, 

and forecasts activity up to 2025. Th e Master Plan identifi es future parking expansion 

needs, and the need to realign Willingdon Road. In 2010, the VAA Board approved a 

fi nal detailed design for the Willingdon Road realignment, including a bicycle path and 

transit access. Th e project has been approved for construction in 2011.  Scott Cunningham photo

Aerial view of new interchange under construction at Highway 17 and McTavish Road.

VAA Board members on a 
construction tour of the McTavish 
Interchange.  Left  to right on the 
pedestrian / bicycle overpass, 
overlooking the eastern roundabout 
leading to the airport are:  Chad 
Rintoul, Lindalee Brougham, Mel 
Rinald, Graeme Roberts, Peter Bray, 
Matthew Watson, Geoff  Dickson 
(incoming CEO), Jim Crowley, 
Colin Smith.
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Environment   

2010 environment initiatives include:

• Installation of two new portable water monitoring stations to enhance VAA’s   

   source control program,

• Continued removal of ivy in Airport Wood,

• A solar hot water unit was installed to pre-heat water for the terminal building,

• New high effi  ciency lighting in the terminal building in partnership with BC                   

   Hydro,

• Incorporation of geothermal heating and cooling into the Airside Operations                

   Centre (Fire Hall / Maintenance Garage),

• A program to systematically monitor and report on key energy usage,

• Enhanced airline de-icing procedures for usage of glycol during winter   

   conditions,

• Ensuring compliance with the 2010 federal storage tank regulation,

• Enhanced spill response program with the airport fi re service. 
Two solar panels, measuring 1.5 metres high by 21 metres long, have been 
installed on the terminal building roof to pre-heat water for the building.

Safety   

Victoria Airport Authority was one of the fi rst to develop and 

implement a Safety Management System (SMS) at Canadian airports in 

full compliance with Transport Canada Aviation Regulations. SMS is a 

systematic, explicit, proactive and comprehensive approach to safety. It 

is based on a Safety Policy and a commitment to aviation safety within 

the VAA. All employees are aware of their individual safety obligations 

and responsibilities, and continually work to identify and overcome 

potential safety hazards.

In 2010, VAA purchased additional winter runway surface 

maintenance equipment to assure the safe and reliable operation of 

the airport. A high-speed runway sweeper, and a new truck to pull the 

sweeper will add to the airport’s current fl eet. 

Fire Captain Jim Wood demonstrates the Airside Vehicle Operator’s Permit online training syestem 
developed by VAA. 
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Art at the Airport Program 
Th e Art at the Airport Program includes displays of rotating art from the Art Gallery 

of Greater Victoria, and the Community Arts Council of Greater Victoria as well as 

commissioned artworks.

Letting Go, by Francis Baskerville was part of the rotating art component of 
the Art at the Airport Program in 2010.

Domestic Graffi  ti, by Tanta Pennington was part of the rotating art component of 
the Art at the Airport Program in 2010.

Eagles Perch, by Blu 
Smith. Th is painting 
was part of the rotating 
art component of the 
Art at the Airport 
Program in 2010.
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Foam Within Series #1, by Adelle Andrew. Th is painting was part of the 
rotating art component of the Art at the Airport Program in 2010.

Pilgrim, by Linda Darby was part of the rotating art component of the Art  
at the Airport Program in 2010.

Th is is a Coast Salish Mural, created by the Creative Peace Mural Society. It was part of  
the rotating art component of the Art at the Airport Program in 2010.
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2010 Red Coat Volunteers

Th e VAA Red Coat Volunteer Program has been active at YYJ 

since 1990. To be a Red Coat Volunteer, you must be people 

oriented, have a good knowledge of Greater Victoria, and able to 

make a commitment to the job. Red Coat Volunteers assist visitors 

with information about airline fl ights, accommodations, ground 

transportation, local attractions and many other subjects.

Back row left  to right: Virginia McKay, Maggie McNish, Annie Buchholz, Pat Maxwell, Sue Craig, Janet Moir, Lori Ogle. Front row left  to right: Doreen 
Drayton, Garth Johnston, Margarete Rothlisberger, Irene Holman, Lorraine Smith, Mario Dellaviola, Breda Teh, Jacqueline de Muinck, Barbara Nedzelski, 
Beryl Kovari, Christine Bink, Susan Williams, Lissen Lockwood, Guy  Hamel, Marion Rogers. Absent: Barbara Costigan, Brenda Berry, Diana Cunningham, 
Peta MacKenzie, Rosmarie Hallworth.
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Our Community  

Th e results of the 2010 Customer Satisfaction and Benchmarking Survey refl ect well 

on Victoria International Airport (YYJ). YYJ placed exceptionally well in courtesy, 

effi  ciency and helpfulness of airline check-in staff , security staff , Canada Border 

Services Agency, Red Coat Volunteers, Concessionaires and other Airport Staff . YYJ 

also scored high in respect to the facilities including ease of movement, way-fi nding, 

clarity and location of fl ight information screens and cleanliness of the terminal 

building. 

 

VAA is proud of the customer service provided by its staff  and partners, and 

recognizes the extraordinary contribution being off ered every day by the Victoria 

Airport Team.

Seated left  to right: Ian West, VAA Director Security & Terminal Operations; James 
Bogusz, VAA Director Airside Operations, Technology & Environment. Standing 
left  to right: Anita Kardos, Terminal Operations Offi  cer; Kahl Malefyt, Systems 
Administrator; Rob Goetze, Technical Offi  cer.

Scott Cunningham, 
VAA Director 

Facilities; Melinda 
Orlowski, 

Administrative 
Assistant.

Seated left  to right: Debbie Hansen, VAA Manager Corporate Services; Randy 
Bogle, VAA Chief Financial Offi  cer. Standing left  to right: Lorraine Wilson, HR 
Administrator; Elizabeth Jarvis, Lease & Contract Administrator; Margi Tetreau, 
Revenue Administrator; Susan Ball, Finance Assistant.
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Our Community 
continued

VAA maintains a comprehensive public communications program, 

ranging from the Annual Public General Meeting, Airport Consultative 

Committee, Environment Committee, Noise Management Committee, 

a comprehensive public website, and VAA’s popular On Approach 

Magazine. VAA participates in a variety of community events and 

speaking engagements, and VAA representatives are involved in and 

maintain membership in organizations such as Tourism Victoria, the 

Greater Victoria Economic Development Agency and Chambers of 

Commerce. 

VAA contributes to various charities and participates in diff erent 

sponsorships each year.  Donations in 2010 amounted to $52,500. In 

October 2010 VAA and 443 Maritime Helicopter Squadron hosted the 

annual Chopper Challenge Helicopter Pull, a fundraiser for the United 

Way of Greater Victoria. VAA also matched staff  contributions to the 

United Way for a total raised of $13,500.

In 2010, VAA joined with Camosun College Fine Furniture Department 

in a partnership to create fi ve more new tables for the public areas of the 

terminal building.  

In February 2010, Victoria Airport Authority hosted the popular 

annual Victoria Flower Count Kick-Off  in the terminal building 

arrival’s rotunda.   Th e event was sponsored and organized by Regional 

Chambers of Commerce, Butchart Gardens and Tourism Victoria. 

Th e airport’s Red Coat Volunteers and members of Historic Victoria 

in period costume greeted travellers with bouquets of locally grown 

daff odils. Mayors and Council members from nine Greater Victoria 

Municipalities participated in a fl ower arranging competition. 

VAA hosted an exhibition of a stunning 12 x 21 foot mural titled 

Kunamokst in the terminal building. Th is mural was the result of a 

two-year collaboration by more than 231 Canadian west coast artists. 

Th e completed mural was unveiled at the 2010 Olympic Winter Games.  

Contributors to Kunamokst include First Nations artists Roy Henry 

Vickers and April White, and well known Canadian artist Robert 

Bateman.

Outgoing VAA CEO Richard 
Paquette inspecting tables 
under construction at the 

Camosun College Fine 
furniture Department.

Th e 2010 Chopper Challenge Helicopter Pull raised funds for United Way of Greater Victoria.
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Flower Count - Terminal Building Arrivals Rotunda.
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Th e 12 x 21 foot 
Kunamokst Mural was 

displayed in the terminal 
building during the 2010 

Winter Olympics. Th e 
mural was the result of a 

two-year collaboration by 
more than 231 Canadian 

West Coast artists.

Th e re-creation of the historic 1939 airport gates was installed in 2010. Th e gates are on the site of 
the original entry to the Patricia Bay Royal Canadian Air Force Operations Training Facility. 

VAA developed a historical feature adjacent to the 

2.5 km bicycle path which runs parallel to Mills 

Road. Th e feature recreates the historic cement 

airport gates that stood at the original 1939 entry 

way of the Patricia Bay Royal Canadian Air Force 

Operations Training Facility. Th e Northwest 

Camp included offi  cers’ and airmen’s quarters, 

armament stores, a dental clinic and a hospital. 

Th e site has been added to the North Saanich 

District Heritage Registry. 

Airport runways sometimes perform services 

unrelated to aviation.  In March 2010, the Ramsay 

Group needed to move an immense ship loading 

machine from the east side of the airport to 

a barge at the west side of the airport.  Using 

area roads to move a 650 tonne, fi ve storey high 

piece of equipment was out of the question.  

Fortunately, airport runways are built to withstand 

far greater weights than city streets, and there are 

no overhead obstacles.  Th e fi ve storey high ship 

loader reached its destination without incident 

and was safely loaded on a barge at Pat Bay. 

Our Community 
continued
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On the night of March 23 - 24, 2010, 
this 650 tonne, fi ve storey high ship 
loader was towed across airport 
runways to a barge at Pat Bay.
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Airside Operations Centre   

VAA offi  cially opened its new Airside Operations Centre (AOC) in May, 2010. Th e 

combined Fire Hall and Maintenance Garage brings improved cooperation and effi  ciency 

to its operations. Th e AOC replaces several outdated structures, designed and built 

for other purposes. Th e new building meets modern building code safety and seismic 

requirements, reducing the risk to personnel and protecting key operational equipment.  

Th e 2,252 square metre complex was designed by Chang Holovsky Architects. Durwest 

Construction Management Ltd. was responsible for the on-time and on-budget delivery 

of the development. VAA Director Facilities, Scott Cunningham, was the VAA Project 

Leader. Rick Robertson, VAA Manager, Safety and Emergency Response, monitored the 

project, ensuring that requirements of the fi re service were satisfi ed. Th e $9.7 million cost 

was funded entirely from airport revenues without fi nancial support from any level of 

government. Th e building incorporates geothermal heating and cooling systems to help 

reduce VAA’s environmental footprint.  

Fire Crew: Jim Wood, Captain; Steve Donaldson, 
fi refi ghter; Ben Hughes, fi refi ghter.

Fire Crew: Anna-Marie Olson, 
fi refi ghter; Rick Robertson,    
VAA Manager, Safety and 
Emergency Response; Scott 
Snow, Captain; Dave Savage, 
fi refi ghter; incoming VAA 
President and CEO Geoff  
Dickson.

Fire Crew: Marc Bourassa, fi refi ghter; Stacey Lee, 
Captain; Jay Krieger, fi refi ghter.
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Cliff  Howlett, Mechanic; Scott Cunningham, Director Facilities; Ken  Keck, Field Supervisor; Stan Sam, 
Equipment Operator; Mark Armstrong, Equipment  Operator; Brad Chouinard, Electrical Supervisor; 
James Bogusz, Director Airside Operations, Technology & Environment; Bob Nalleweg, Electrician.

Gary Wilson, equipment operator, cleans the runway.

Jeff  Peters, Mechanic. 

Leonard Morris, Maintenance Craft sperson and Randy Bogle, 
Chief Financial Offi  cer.
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Land Development   

Sobey’s Inc., the parent company of Th rift y Foods, held a ground breaking 

ceremony for their new $31 million distribution centre on November 16, 2010. 

Construction of the 152,000 square-foot building at the Mills Road Business 

Park is scheduled to begin in the summer of 2011. Th e company is aiming for 

LEED certifi cation for a number of green features, including waste recycling, 

heat capture, energy use monitoring and use of environmentally grown timber.

Sobey’s ground breaking ceremony in November 2010. 
Left  to right: District of North Saanich Mayor Alice Finall; Tseycum Chief Vern Jacks; 
Murray Coell, MLA for Saanich North and the Islands; Sobeys CFO Francois Vimard; 
Christine Stoneman, Chair Victoria Airport Authority; Milford Sorensen, CEO Th rift y 
Foods.

Scott Cunningham photo

Aerial view of land tenants in East Camp of the Airport including new Viking 
Air production facility (blue building), BC Aviation Museum (top), and 676 Air 
Cadets (bottom).
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Victoria Airport Authority Board of Directors
Th ere were a few changes on the Victoria Airport Authority Board of Directors in 2010. On 

February 1, the Board welcomed Jim Crowley as a new Nominee from the District of North 

Saanich, and Mel Rinald as a new Nominee from the Town of Sidney.

On October 17, Joan Young retired as the Nominee from the CRD, when her career as a lawyer 

required a move to Vancouver. She was with the Board for just over a year. We will miss Joan’s 

input and contribution as a Member of the VAA Board of Directors.

On October 18, the Board welcomed Colin Smith as a new Nominee from the CRD.

Th e Board made the following appointments as Offi  cers of the Corporation and Committee 

Chair positions for 2011:

Christine Stoneman Board Chair

Peter Bray  Board Vice Chair, and Chair, Airport Consultative Committee

Lindalee Brougham Board Secretary, and Chair, Governance Committee

Glen Crawford                     Chair, Audit and Finance Committee

Chad Rintoul  Chair, Planning and Development Committee

Bob Coulter Christine Stoneman Mel Satok Bruce Knott R. Chad Rintoul

Peter Bray

Matthew WatsonJim Crowley

Joan Young Colin Smith Graeme Roberts Mel Rinald Lindalee BroughamGlen Crawford

Biographies of current Directors are on the VAA website 

www.victoriaairport.com.

Th e Victoria Airport Authority has a comprehensive program of stakeholder 

consultation with the objective of transparency, genuine community and 

stakeholder responsiveness and accountability. Th e full range of VAA’s 

Stakeholder Consultation Program is detailed on the VAA website 

www.victoriaairport.com under Airport Authority, Accountability, Policy 

and Procedures Manual, Governance Process Policies, Communication with 

Nominators, Stakeholders and the Public.
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Compensation during 2010 for each Director was as follows:

Stoneman, Christine, Chair                  $  53,250

Bray, Peter, Vice Chair        23,250

Brougham, Lindalee, Board Secretary      22,750

Rintoul, R. Chad, Planning and Development Committee Chair   24,250

Crawford, Glen, Audit & Finance Chair      24,750

Coulter, Robert, Director        13,646

Crowley, Jim, Director        16,396

Knott, Bruce, Director        18,250

Rinald, Mel, Director        16,500

Roberts, Graeme, Director        17,250

Satok, Mel, Director        16,750

Smith, Colin, Director          4,593

Watson, Matthew, Director       16,250 

Young, Joan, Director        12,157     

 Total                            $280,042  

Th e salary paid to the President and Chief Executive Offi  cer in 2010 was $199,556.

In 2010 Board attendance was 89 percent. Attendance at Committees was 86 

percent.

Directors and Management Compensation

21
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Th e Board should explicitly assume responsibility 
for stewardship of the corporation and assume 
responsibility for the following:

Th e Board oversees the management of the 

Authority’s business to ensure its purposes are 

realized.

Adoption of a strategic planning process.

In 2009 the Board reviewed and approved an updated 

Strategic Plan for 2010-2014.

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.

Th e Board appoints the President and CEO and 

maintains a Succession Plan. Th e Board monitors the 

CEO’s performance through a formal annual review.

A communications policy.

Th e Victoria Airport Authority Board continually 

reviews its governance to ensure eff ective and 

transparent communication with Nominators, 

Stakeholders and the Public. Th e primary method of 

communication with the public is through the VAA 

web site, Airport Consultative Committee meetings 

and Annual Public General Meeting.

Th e integrity of internal control and management 
information systems.

Th e Board’s Audit and Finance Committee meets 

periodically during the year to review with 

management and the external auditors on any 

signifi cant accounting, internal control and auditing 

matters.

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

Th e 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 Offi  cers Code of 

Conduct.

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

Th e Board has adopted criteria and a process for 

evaluating Nominees to the Board of Directors. Th is 

function is carried out by the Board’s Governance 

Committee. 

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

Th e Board conducts annual evaluations. Completed 

questionnaires are assessed by the Governance 

Committee and results reviewed with the Board.

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

Each Director receives 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 eff ective 

decision-making.

Th ere are 13 Board members - 2 District of North 
Saanich, 2 Town of Sidney, 1 District of Central 
Saanich, 1 District of Saanich, 1 City of Victoria, 
1 Capital Regional District, 1 Province of British 
Columbia, 2 Government of Canada, 1 Greater 
Victoria Chamber of Commerce. Th e Board also has 
the authority to appoint up to three Directors; in 2010 
only one of the positions was fi lled.

Th e Board should review compensation of Directors 

in light of risks and responsibilities.

Th e Governance Committee conducts an annual 

review of Directors’ 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.

Th e Board should appoint a Committee responsible 

for corporate governance.

Th e Board’s Governance Committee is responsible for 

corporate governance.

Th e Board should develop position descriptions 

for the Board and the CEO, and the Board should 

approve the corporate objectives.

Responsibilities are defi ned in the Board’s Policy and 

Procedures Manual which is posted to the public web 

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

approves corporate objectives on an annual basis.

Establish structures and procedures to ensure the 

Board functions independently of management.

Directors are non-management and Standing 
Committees are chaired by members of the Board. 
Th e Board meets independently of management at the 
end of every Board meeting. Th e Board also meets In 
Camera as required.

Audit Committee should be composed of outside 

directors. Th e roles and responsibilities of the 

Committee should be specifi cally defi ned so as to 

provide appropriate guidance to the members as 

to their duties, the Committee is to have direct 

communication with the external auditors, and 

oversee management reporting and internal control.

Th e Audit and Finance Committee is comprised entirely 
of outside Directors. Th e Committee meets directly with 
external auditors. Terms of Reference are defi ned in the 
Board’s Policy and Procedures Manual and available on 
the public web site and the Board’s Intranet.

Victoria Airport Authority Corporate Governance Guidelines 
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 Nominator  Nominee Committees

1. District of North Saanich  R. Chad Rintoul Chair, Planning and Development Committee; Steering Committee; Airport   
    Consultative Committee; Runway Extension Task Force

2. District of North Saanich  Jim Crowley Planning and Development Committee; Airport Consultative Committee
   (Joined VAA Board 1 Feb 2010) 
  
3. Town of Sidney  Mel Satok Vice Chair, Planning and Development Committee; Airport Consultative   

    Committee; Runway Extension Task Force

4. Town of Sidney  Mel Rinald Audit and Finance Committee; Airport Consultative Committee
   (Joined VAA Board 1 Feb 2010) 

5. District of Central Saanich  Graeme Roberts Planning and Development Committee; Governance Committee
  

6. District of Saanich  Glen Crawford Chair, Audit and Finance Committee; Steering Committee; Airport    

    Consultative Committee; Runway Extension Task Force

7. Capital Regional District  Joan Young  Audit and Finance Committee; Governance Committee    
   (Left VAA Board 17 Oct 2010)       

   Colin Smith  Audit and Finance Committee; Governance Committee
   (Joined VAA Board 18 Oct 2010)

8. City of Victoria  Peter Bray Board Vice Chair; Steering Committee; Governance Committee; Chair, Airport   

    Consultative Committee; Vice Chair, Audit and Finance Committee

9. Greater Victoria Chamber of Commerce  Lindalee Brougham Board Secretary; Steering Committee; Chair, Governance Committee; Audit   

    and Finance Committee; Airport Consultative Committee

 

10. Government of Canada  Bob Coulter Planning and Development Committee; Vice Chair, Airport Consultative   

    Committee  

11. Government of Canada  Bruce Knott Planning and Development Committee; Vice Chair, Governance Committee;   

    Runway Extension Task Force

12. Province of British Columbia  Christine Stoneman Board Chair; Chair, Steering Committee; Runway Extension Task Force;   
    Ex-offi cio, all Committees 

13. Board Nominee  Matthew Watson Audit and Finance Committee; Governance Committee; Runway Extension   
    Task Force

Directors and Committee Participation 2010
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Rehabilitation of Airfi eld Pavements                                                                              $ 966.2

Construction of a New Firehall and Maintenance Garage (2010 portion)                   784.6 

Conceptual Design for Runway Extension and Lighting  (2010 portion)                    267.6

Paving of Overfl ow and Short-term Parking Lots (2010 portion)                                 347.6

Installation of Energy Effi  cient Lighting in Terminal Building     114.9

Purchase Airport Fire Truck (2010 down payment)                                                       106.2

[Th ousands $]

Capital Initiatives and Business Plan

2010 Actual vs. Business Plan (Th ousands $)

 Plan Actual Diff erence Explanation

Revenue  22,292.7   22,638.9     346.2 Higher revenue due to increased land rental revenue.

     

Expenses (Note 1)  12,446.0   12,362.8   83.2  Higher expenses due to increased supplies and utlities costs. 

    

Capital  7,643.0   3,902.7                             (3,740.3) Weather and timing related deferral to 2011 of parking and roadway projects, runway  

    project, purchase of winter operations equipment and energy effi  ciency projects $1.9 million.   

    Budget savings on projects $1.1 million. Projects deferred to future years $725,000.

Contribution   1,000.0   1,000.0                                          -             First installment of the $3 million contribution to the Pat Bay Highway / McTavish Road   

(note 2)    interchange project.        

 Business Plan Forecast 2011 – 2015 

 2011 2012 2013 2014 2015

Revenues                   $22,987.2   $24,061.0   $25,071.9     $26,124.1     $27,217.0  

Expenses   $12,872.6     $13,793.0     $14,340.5    $15,246.7     $15,893.2  

(Note 1)

Capital   $10,725.0     $15,260.0    $17,200.0    $20,290.0     $21,730.0  

Contribution  $2,000.0 

(Note 2)

Notes:         

1. Expenses include interest.  Expenses do not include non-cash items such as amortization and adjustments related to derivative instruments.    

2. Th e VAA committed $3 million to the construction of an interchange at the Pat Bay Highway and McTavish Road with $ 1 million paid in 2010 and the remaining $2 million to be 

paid in 2011.

Competitive Tendering  

Th e 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 2010, the Victoria Airport Authority did not enter into any contracts in 

excess of $75,000 that were not competitively tendered.

During 2010 the Victoria Airport Authority undertook capital projects totalling $3.9 million as well as the initial contribution of $1 million towards the construction of the Pat Bay 

Highway/McTavish Road interchange. 

Some of the Signifi cant capital projects in 2010 included:
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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

    

Geoff  Dickson

President and Chief Executive Offi  cer

April 11, 2011
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Telephone  (250) 480-3500 

Fax              (250) 480-3539  

Internet      www.kpmg.ca  

KPMG LLP  

Chartered Accountants  

St. Andrew’s Square II 

800-730 View Street  

Victoria BC V8W 3Y7  

Independent Auditors’ Report 

To the Members of the Victoria Airport Authority 

We have audited the accompanying fi nancial statements of Victoria Airport 

Authority (‘’the Authority’’), which comprise the statement of fi nancial position 

as at December 31, 2010, and the statements of operations, changes in net asset 

and cash fl ows for the year then ended, and notes, comprising a summary of 

signifi cant accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these 

fi nancial statements in accordance with Canadian generally accepted accounting 

principles, and for such internal control as management determines is necessary 

to enable the preparation of fi nancial statements that are free from material 

misstatement, whether due to fraud or error.

Auditors’ Responsibility

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 comply with ethical 

requirements and plan and perform an audit to obtain reasonable assurance about 

whether the fi nancial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the 

amounts and disclosures in the fi nancial statements. Th e procedures selected 

depend on our judgment, including the assessment of the risks of material 

misstatement of the fi nancial statements, whether due to fraud or error. In 

making those risk assessments, we consider internal control relevant to the 

Authority’s preparation and fair presentation of the fi nancial statements in order 

to design audit procedures that are appropriate in the circumstances, but not 

for the purpose of expressing an opinion on the eff ectiveness of the Authority’s 

internal control. An audit also includes evaluating the appropriateness of 

accounting policies used and the reasonableness of accounting estimates made 

by management, as well as evaluating the overall presentation of the fi nancial 

statements.

We believe that the audit evidence we have obtained is suffi  cient and appropriate 

to provide a basis for our audit opinion.

Opinion

In our opinion, the fi nancial statements present fairly, in all material respects, 

the fi nancial position of Victoria Airport Authority as at December 31, 2010, and 

its results of operations and its cash fl ows for the year then ended in accordance 

with Canadian generally accepted accounting principles.

Chartered Accountants

April 11, 2011

Victoria, Canada
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  2010 2009

Assets

Current assets:

Cash and cash equivalents           $ 6,302.840        $ 3,632,539

Accounts receivable  1,713,988  1,708,380

Inventory  217,477  198,517

Prepaid expenses  575,564  183,193

   8,809,869  5,722,629

Capital assets (note 3)  64,135,094  64,366,589

  

   $ 72,944,963                                                                         $  70,089,218              

     

    

Liabilities and Net Assets

Current liabilities:

Accounts payable and accrued liabilities  $ 1,823,487        $ 2,362,845

Deferred revenue  117,789  172,778

Derivative liabilities (note 11(b))              530,465  589,578

Current portion of long-term debt  1,800,000  1,800,000

Current portion of retirement allowance liability  159,234  15,200

Current portion of future rent payments  22,481  22,481

   4,453,456  4,962,882

Long-term debt (note 4(a))  9,450,000  11,250,000

Retirement allowance liability (note 5)  728,918  742,299

Future rent payments (note 6(a)(ii))  89,926  112,407

Tenants’ security deposits   106,450  106,450

   14,828,750  17,174,038

Net assets:

Invested in capital assets  52,885,094  51,316,589

Unrestricted net assets  5,231,119  1,598,591

   58,116,213  52,915,180

Commitments (note 6)

          $ 72,944,963      $ 70,089,218
    

    

See accompanying notes to fi nancial statements.

On behalf of the Board:

Statement of Financial Position   December 31, 2010, with comparative figures for 2009

Director Director

VICTORIA AIRPORT AUTHORITY
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Statement of Operations  Year ended December 31, 2010, with comparative figures for 2009
   2010  2009

Revenue:

Landing fees    $ 2,854,644  $ 2,848,138

General terminal charges  2,352,605  2,302,751

Concessions  6,985,984  7,185,983

Rentals  2,563,642  2,496,027

Other  397,440         356,424

   15,154,315   15,189,323

Airport Improvement Fee  (“AIF”) (note7)  7,484,560   7,583,030

   22,638,875  22,772,353

Expenses:

Salaries and employee benefi ts  3,712,984  3,742,396

Services, supplies and administration  5,425,526  4,977,740

Transport Canada rent (note 6(a))  682,000   927,075

Property taxes  967,889        913,394

AIF administration and handling fees  532,120   540,524

Amortization  4,134,217         3,695,959

Utilities  542,416       509,637

Interest           499,803  573,636

   16,496,955   15,880,361

Excess of revenue over expenses before the following    6,141,920     6,891,992

Pat Bay Highway / McTavish Road Interchange contribution (note 6 (c))               (1,000,000)      -

Unrealized gain on derivative instruments                                      59,113                       566,278

Excess of revenue over expenses      5,201,033                    7,458,270

Statement of Changes in Net Assets  Year ended December 31, 2010, with comparative figures for 2009

   Invested in  

               capital assets  Unrestricted 2010 2009

Balance, beginning of year              $ 51,316,589                1,598,591 52,915,180            45,456,910

Excess of revenue over expenses                  - 5,201,033   5,201,033  7,458,270

Invested in capital asset changes:

Capital asset additions  3,902,722               (3,902,722) - -

Amortization of capital assets               (4,134,217) 4,134,217 - -

Decrease in related debt              1,800,000               (1,800,000) - -

Balance, end of year              $ 52,885,094 5,231,119 58,116,213 52,915,180

See accompanying notes to fi nancial statements.

VICTORIA AIRPORT AUTHORITY
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Statement of Cash Flows Year ended December 31, 2010, with comparative figures for 2009

                   2010                 2009

Cash provided by (used in):

Operations:

Excess of revenue over expenses    $    5,201,033                                                     $   7,458,270 

Amortization, which does not involve cash          4,134,217         3,695,959

Other non-cash charges – derivative gain             (59,113)          (566,278)

Deferred recognition of rent paid                         -            256,425

Changes in non-cash operating working capital:

 Accounts receivable               (5,608)           (529,500)

 Inventory             (18,960)             (29,522)

 Prepaid expenses           (392,371)              14,908

 Accounts payable and accrued liabilities           (539,358)            554,185

 Deferred revenue             (54,989)               (4,140)

 Retirement allowance liability             130,653              12,900

    Future rent payments             (22,481)            ( 22,482)

           8,373,023       10,840,725     

Investing:

Capital expenditures        (3,902,722)     (12,800,697)

Financing:

Repayment of long-term debt        (1,800,000)       (1,796,991)

Increase (decrease) in cash                     2,670,301                         (3,756,963)

Cash and cash equivalents, beginning of year                         3,632,539            7,389,502

 

Cash and cash equivalents, end of year             $    6,302,840                      $   3,632,539

Supplementary disclosure of cash fl ow information:

Cash paid during the year for interest                                                                                            $       535,119                                                      $      502,640

Cash received during the year for interest               27,015              36,816

See accompanying notes to fi nancial statements.

VICTORIA AIRPORT AUTHORITY
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VICTORIA AIRPORT AUTHORITY

1.         Nature of operations:

Victoria Airport Authority (the “VAA” or the “Authority”) is incorporated under Part ll of the Canada Corporations Act as a non-share capital, not-for-profi t corporation and 

all earnings from operations are reinvested in airport development.  Th e VAA has operated the Victoria International Airport since April 1, 1997 under a lease from Transport 

Canada (“ground lease”). 

2.          Signifi cant accounting policies:

(a) Basis of accounting:

Th e fi nancial statements of the VAA are prepared in accordance with Canadian generally accepted accounting principles.

(b) Cash and cash equivalents:

 Cash and cash equivalents are defi ned 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 fi nancial instruments, including derivatives, are included on the statement of fi nancial position and are initially measured at fair value.  Subsequent measurement and 

recognition of changes in fair value of fi nancial instruments depend on their initial classifi cation.

 Held for trading fi nancial 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 fi nancial liabilities are measured at amortized cost.

 Th e Authority has classifi ed its cash and cash equivalents and derivative liabilities as held-for-trading. Accounts receivable is classifi ed as loans and receivables. Accounts 

payable and accrued liabilities, long-term debt and tenants’ security deposits are classifi ed as other liabilities.

 Th e 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 specifi c hedge criteria are met, which requires that an entity must formally document, designate and assess the eff ectiveness of transactions that receive 

hedge accounting.

 Th e Authority complies with CICA 3861, Financial Instruments – Disclosure and Presentation, for the presentation and disclosure of fi nancial instruments and non-fi nancial 

derivatives.

(d) Inventory:

Th e inventory of consumable supplies is recorded at the lower of cost, determined on a fi rst-in fi rst-out basis, and net realizable value.

(e) Transport Canada Lease:

Th e Transport Canada Lease (see note 6 (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:

Notes to Financial Statements       Year ended December 31, 2010
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Notes to Financial Statements       Year ended December 31, 2010

2. Signifi cant accounting policies (continued):

(g) Revenue recognition:

Th e 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 specifi c operating costs are off set 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 specifi ed 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 7), are recorded when passengers subject to the fee depart.

VICTORIA AIRPORT AUTHORITY

Asset           Rate

Leasehold improvements:

Terminal and other buildings  4%-33%

Runway and apron surfaces  5%-33%

Airfi eld electrical  5%

Parking facilities and roadway systems  5%-10%

Infrastructure  1.66%-10%

Other  5%-33%

Offi  ce furniture and equipment  20%

Computer hardware and soft ware  33%

Vehicles  10%

Other equipment  10%-20%

Th e interest cost of debt attributable to the construction of capital assets is capitalized during the construction period. No interest was capitalized in 2010 or 2009. Capital 

work-in-progress is not amortized until the asset is available for use.

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.

(f) Capital assets: (continued):
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VICTORIA AIRPORT AUTHORITY
Notes to Financial Statements       Year ended December 31, 2010

2. Signifi cant accounting policies (continued):

(h) Employee future benefi ts:

VAA and its employees make contributions to the Municipal Pension Plan.  Th ese contributions are expensed as incurred.

 An unfunded retirement allowance benefi t is also available to VAA’s employees. Th e costs of these benefi ts are actuarially determined based on service and best estimates 

of retirement ages and expected future salary and wage increases.  Th e obligation under this benefi t plan is accrued based on projected benefi ts as the employees render 

services necessary to earn the future benefi ts.  Actuarial gains (losses) arise from changes in actuarial assumptions used to determine the accrued benefi t obligation.  All 

actuarial gains (losses) are recorded immediately to income (expense).

(i) Use of estimates:

 Th e preparation of fi nancial statements in conformity with Canadian generally accepted accounting principles requires management to make estimates and assumptions 

that aff ect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the fi nancial statements and the reported amounts 

of revenue and expenses during the period.  Areas requiring the use of management estimates include the determination of the retirement allowance, useful lives for 

amortization and provisions for contingencies.  Actual results could diff er from these estimates.

(j) Future accounting changes:

 In December 2010, the Accounting Standards Board (“AcSB”) released new accounting standards for the not-for-profi t sector eff ective for years beginning on or aft er 

January 1, 2012, with an option to early adopt the new standards.

 For not-for-profi t organizations that are not subject to public sector accounting standards, the AcSB provided a choice of (a) the accounting standards for private enterprises 

plus the 4400 series of Handbook Sections, appropriately modifi ed to fi t with those standards, or (b) International Financial Reporting Standards (“IFRS”).  

 Th e VAA is currently examining the potential impact of adopting these new standards.
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VICTORIA AIRPORT AUTHORITY
Notes to Financial Statements       Year ended December 31, 2010

3.         Capital assets:

                    2010             2009

   Accumulated Net book Net book

  Cost amortization value value

Leasehold improvements:

Terminal building                  $ 35,759,314             $ 9,695,895            $  26,063,419 $  27,191,052

     Runway and apron

 surfaces 9,603,625 2,835,546 6,768,079 6,242,455

Airfi eld electrical 4,339,488 859,382 3,480,106 3,446,789

Parking facilities and

 roadway systems 9,237,219 2,473,044 6,764,175 7,242,023

Other buildings 12,059,865 714,869 11,344,996 2,228,281

Infrastructure 5,521,473 948,917 4,572,556 4,730,004

Other 1,617,749 669,123 948,626 1,046,395

Capital work-in-

 progress 1,712,051 - 1,712,051 9,507,479

Offi  ce furniture and

 equipment 187,478 96,877 90,601 87,455

Computer hardware 677,735 428,321 249,414 238,383

Computer soft ware 300,859 286,307 14,552 41,154

Vehicles 3,579,141 2,289,959 1,289,182 1,409,344

Other equipment 1,952,869 1,115,532 837,337 955,775

  $ 86,548,866 $ 22,413,772               $ 64,135,094 $ 64,366,589
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VICTORIA AIRPORT AUTHORITY
Notes to Financial Statements       Year ended December 31, 2010

4. Long-term debt:

(a) Long-term debt: 

                 2010                 2009

Bank loan                                                                                                 $ 11,250,000                  $ 13,050,000

      Less current portion of long-term debt                                                    1,800,000                       1,800,000

                   

                 $   9,450,000   $ 11,250,000

Th e VAA has a $20,000,000 credit facility with the Canadian Imperial Bank of Commerce (“CIBC”) to fi nance 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. Th e 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.  Th e loan is repayable 

over 10 years in quarterly installments of $450,000 which began April 1, 2007.  Interest rate swap fi nancial contracts (note 11(b)) are used to reduce cash fl ow risk on 100% 

of the outstanding loan balance.  Accordingly, the eff ective interest rate on the VAA’s long-term debt was 4.15% in 2010 (2009 – 4.15%).  Interest expense related to long-

term debt was $494,772 in 2010 (2009 - $568,636).

Th e minimum scheduled principal repayments over the next fi ve years are as follows:

 2011                     $ 1,800,000  

 2012          1,800,000  

 2013         1,800,000 

 2014           1,800,000

 2015         1,800,000

(b) Other credit facilities:

Th e VAA has a $2,000,000 operating line of credit with CIBC bearing interest at the CIBC prime lending rate.  Th e operating line of credit is secured by a demand collateral 

fi rst mortgage of the VAA’s leasehold interest and assignment of rents for an unlimited amount.

Th e VAA has access to a $5,000,000 demand revolving capital asset expenditure facility.  Th is 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.

Th ese two credit facilities were undrawn at December 31, 2010 and 2009.
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VICTORIA AIRPORT AUTHORITY
Notes to Financial Statements       Year ended December 31, 2010

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.  Th e retirement benefi t is based on years of completed service.  Th e VAA received from the 

Government of Canada an amount equivalent to the actuarially adjusted liability at the time of transfer.

Th e VAA has recorded additional liabilities for compensation upon retirement or termination in accordance with collective and other agreements negotiated subsequent to 

transfer.  Th e VAA accrues the cost of these future benefi ts, 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 of every three years.  Th e last complete actuarial valuation of the plans was completed as of December 31, 2009.  An 

actuarial valuation over a component of the plans was completed as of December 31, 2010. Th e next actuarial valuation of the plans is scheduled for December 31, 2011.

Th e signifi cant economic assumptions used by the VAA’s actuaries in measuring the accrued retirement allowance liability as at December 31, 2010 are as follows. 

Discount rates                         4.9%

Rate of compensation increases                        3.0%

Balance at December 31, 2008                     $  744,599 

Annual accrual, net of benefi ts paid                        (127,385)

Interest                               41,850

Adjustment to actuarial value as at December 31, 2009                      98,435

Balance at December 31, 2009                            757,499

Annual accrual, net of benefi ts paid                                     40,047

Interest                          29,454

Adjustment to actuarial value as at December 31, 2010                                        61,153

Balance at December 31, 2010                   $  888,153

                          

                2010         2009

Financial statement presentation:

Current portion                                   $  159,234                $   15,200

Long-term                                        728,918                   742,299

                                      $  888,152                               $ 757,499

In 2010, the net retirement benefi t plan expense totaled $130,653 (2009 - $180,285).
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VICTORIA AIRPORT AUTHORITY
Notes to Financial Statements       Year ended December 31, 2010

      Th e projected rent expense for 2011 - 2015 based on the VAA’s long-range fi nancial  forecast is as follows:

 

                2011                $ 684,000    

                               2012   753,000       

                2013   809,000   

                2014   946,100

                2015              1,088,200        

           ( i i ) 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, 
2010 of approximately $2,048,000 (2009 - $779,000).

(c)                          

Th e VAA entered into an agreement with the Province of British Columbia to provide a $3,000,000 fi nancial contribution towards the design and construction of an 
interchange at Highway 17 and McTavish Road. Th e contribution will be phased with a total of $1,000,000 paid in January 2010 and $2,000,000 due within 30 days of 
receiving written confi rmation from the Province that the project has achieved substantial completion.

  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 

diff erence

6. Commitments:

        (a)   Ground Lease with Transport Canada:

 Th e ground lease governs both the economic and day-to-day relations between the VAA and Transport Canada for a term ending March 31, 2057.  Th e lease provides the 

option to extend the term for a further 20 years.

 Th e ground lease provides for base lease rental payments and contains specifi c conditions for compliance with a series of requirements, including environmental standards, 

minimum insurance coverage, specifi c accounting and reporting requirements and various other matters that have a signifi cant eff ect on the day-to-day operation of the 

Authority.

 ( i )  Th e VAA pays rent to Transport Canada.  During 2005 the VAA’s lease with Transport Canada was amended.  Th e rent payments for 2006-2009 were calculated 

based on a declining percentage of the rent paid during 2005.  Eff ective January 1, 2010 rent payments are calculated based on a percentage of airport revenue.  

As a result of CICA Accounting Standards, the VAA was obliged to expense the fi xed rent payments between 2006-2009 on a straight-line basis.

Th e variance between rent expense for accounting purposes and the actual amount paid to Transport Canada for the years 2006-2009 is as follows:

McTavish Road Interchange:
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7. 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.  Th e 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 expenditures related to the 

construction or improvement of airport infrastructure and related fi nancing costs.  Th e AIF charge is $10 (eff ective July 1, 2004) per local boarded passenger.

To December 31, 2010 cumulative expenditures exceeded cumulative AIF revenue as follows:

AIF revenue      $  61,315,558

AIF interest income               211,095

Airline/ATAC administration fees        (4,493,469)

AIF capital program expenditures      (59,255,176)

Financing costs          (7,424,916)

Excess of  AIF expenditures over AIF revenues                                $   (9,646,908)

8. Pension contributions:

Th e VAA and its employees contribute to the Municipal Pension Plan (the “plan”), a jointly trusteed pension plan. Th e Board of Trustees, representing plan members and 

employers, is responsible for overseeing the management of the pension plan, including investment of the assets and administration of benefi ts.  Th e pension plan is a multi-

employer contributory pension plan.  Basic pension benefi ts provided are defi ned.  Th e plan has approximately 163,000 active contributors.

Every three years an actuarial valuation is performed to assess the fi nancial position of the plan and the adequacy of plan funding. Th e most recent valuation as at December 

31, 2009 indicates a defi cit of $1.024 billion. Th e actuary does not attribute portions of the defi cit to individual employers.  During the year, the VAA paid $278,217 (2009 - 

$283,397) for employer contributions to the plan.

9. Capital management:

 Th eVAA is incorporated under part II of the Canada Corporations Act as a non-share capital, not-for-profi t corporation and as such all earnings are reinvested in airport 

development.  Th e VAA manages its capital to allow it to fund operations, satisfy outstanding long-term debt and fund future capital asset acquisitions. Th e VAA defi nes capital 

to be net assets and long-term debt.

 Th e VAA’s credit facility requires it to maintain a fi xed charge coverage ratio of 1.2 to 1.0. Th e VAA has never failed to meet that ratio.

Notes to Financial Statements       Year ended December 31, 2010
VICTORIA AIRPORT AUTHORITY

(d)                          

Th e VAA entered into an agreement with the Town of Sidney (the “Town”) to participate in the extension of Beacon Avenue in 2001.  Th e benefi t of the extension to the 
VAA is street access to land that will be developed at a later date.  When the VAA develops the land, the VAA is committed to reimburse the Town one third of the Town’s 
costs for the extension.  Th is reimbursement is estimated to be approximately $70,000.

Beacon Avenue extension:

6.        Commitments (continued):
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Notes to Financial Statements       Year ended December 31, 2010
VICTORIA AIRPORT AUTHORITY

10. Risk management:

Exposure to credit risk, liquidity risk, and interest rate risk, arises in the normal course of the VAA’s business. Th e VAA manages interest rate risk arising from interest rate 

fl uctuations through the use of derivative fi nancial instruments. Th e fi nancial 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, 2010, or for the year then  

ended.

(a)   Credit risk: 

Credit risk is the risk that a third party to a fi nancial instrument might fail to meet its obligations under the terms of the fi nancial instrument.  For cash and cash equivalents 

and accounts receivable the VAA’s credit risk is limited to the carrying value on the balance sheet. Th e VAA has a concentration of credit risk with two airlines. Th e 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. Th e VAA limits its exposure to credit risk on cash and cash equivalents by 

investing in instruments issued by high credit quality fi nancial institutions.

As at December 31, 2010 the aging analysis of trade receivables excluding impaired amounts of $17,422 (2009 - $394) is follows:

Current        95.48%                 $   1,441,925

1 to 30 days overdue         0.12%              1,802

31 to 60 days overdue         0.04%                 586

61 days plus overdue         4.36%            65,897

Total          100.0%                 $   1,510,210

(b)   Liquidity risk: 

Liquidity risk is the risk that the VAA will not be able to meet its obligations associated with fi nancial liabilities.  Funds generated through operations provide the VAA’s 

cash requirements. Th ese funds are used to support operations and fi nance the capital program and repayment of the VAA’s long term debt. Th e VAA also has access to an 

undrawn operating line of credit which assists to mitigate liquidity risk.

(c)   Interest rate  risk: 

 Th e VAA’s exposure to interest rate risk relates to its current and future anticipated borrowings. Cash fl ow risk related to these borrowings is reduced by interest rate 

fi nancial contracts (note 11(b)).
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11. Financial instruments:

(a)   Fair value: 

Fair value estimates are made at a specifi c point in time, based on relevant market information and information about the fi nancial instrument.  Th ese 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 fl ow analysis based on the VAA’s current borrowing rate for similar borrowing arrangements.

Th e 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 fi nancial statements at carrying amounts which approximate fair values due to the immediate or short-term maturity of these fi nancial instruments.  Derivative 
liabilities (note 11(b)) are carried at fair value.  Th e fair value of long-term debt is similar to the carrying amount due to the variable rate nature of the debt.

(b)   Interest rate fi nancial contracts: 

Th e VAA has two interest rate fi nancial contracts with its bank, CIBC, to reduce the cash fl ow risk of any potential increase in interest rates related to VAA’s long-term 

debt.  Th e following contracts hedge 100% of the outstanding debt at a blended interest rate of 4.15% and are projected to match the VAA’s loan repayment term: 

(i)  Declining balance interest rate contract eff ective January 2, 2007, which fi xes the interest rate at 4.83%. Th e initial contract balance was for a notional amount 

of $7,000,000; which declined by $175,000 on a quarterly basis until January 2, 2009.  Eff ective January 2, 2009, the notional amount increased to $10,100,000, 

and declines on a quarterly basis by $315,625 until the end of the contract January 3, 2017. As at December 31, 2010 the notional amount of the contract is 

$7,890,625.

(ii)  Declining balance interest rate contract eff ective March 2, 2009, which fi xes the interest rate at 2.55%. Th e initial contract balance is for a notional amount of 

$4,300,000 which declines by $134,375 on a quarterly basis until the end of the contract January 3, 2017. As at December 31, 2010 the notional amount of the 

contract is $3,359,375. 

Th e fair value of the interest rate contracts at December 31, 2010 is a liability of $530,465 (2009 – $589,578). Th e fair value has been recognized as a derivative liability 

on the statement of fi nancial position.  Due to the relative fl uctuation of interest rates, if the VAA had wished to terminate the contracts as at December 31, 2010 a 

payment to CIBC of $530,465 would have been required.

12. Other information:

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

(b)   During the year ended December 31, 2010, the fees paid to the Board of the VAA for their services as directors totaled $280,042 (2009 - $263,688).

13. Comparative fi gures:

Certain comparative fi gures have been reclassifi ed to conform to the presentation adopted in the current year.
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