NAME

BJ
JOB TITLE

Tourism Kelowna Information
Kiosk Volunteer
YEARS OF SERVICE

7 years
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Mayor’s Message
Kelowna International Airport’s official history took off in 1946 when Kelowna residents voted by a
narrow margin – just six votes – to purchase the 320-acre property the airport currently sits on for
$20,000. What if four of those residents who voted yes had actually voted no? What would Kelowna
look like if it didn’t have the airport?
For an idea of how an airport-less Kelowna might look, we can turn to the airport’s economic impact
assessment released in 2011. First off, we know jobs in the region would be affected. Every shorthaul flight to Calgary, for example, generates 16 person years of employment and $950,000 in wages.
By comparison, the daily long-haul service to Toronto generates 21 person years of employment and
$1.2 million in wages. As the assessment continues to highlight, YLW generates 1,400 jobs directly
associated with the airport equating to 1,290 person years of employment and nearly $70 million in
wages annually.
According to figures released by Statistics Canada from the 2011 national census, the Kelowna
metropolitan area (Peachland to Oyama) grew by 10.8 per cent in the five years between 2006 and
2011. That easily outpaced the national growth rate of 5.9 per cent and the B.C. rate of seven per
cent, while the population of the Central Okanagan is now pegged at 179,839 -- up 17,572 residents
from 2006. Without the direct and indirect jobs YLW creates, together with the airport’s $620 million
dollars in annual economic impact, Kelowna and the region would not have grown the way it has.
Statistics Canada estimates that Kelowna alone welcomed in excess of 1.5 million visitors vacationing
in the area in 2010. Kelowna’s tourism industry accounts for approximately 7,100 direct tourism jobs.
From our 2010 passenger numbers through the airport, we are able to estimate 1/3 of these visitors
vacationing in the area arrived by air. If there were no airport to the region these numbers would most
certainly decrease. Visitors would still drive to the Okanagan, but the availability of direct and oneconnection international flights has opened the Okanagan to a much wider audience of international
travellers. Fewer tourists would result in fewer hotels, restaurants, services, and of course jobs.
Growth and development of the high-tech industry would not have occurred the way it has; one of the
key reasons for companies to set up base in the Okanagan is the convenience of the airport and the
competitive flights it offers to head offices located in the U.S. or Europe.
Ease of access has allowed Kelowna to develop services which draw users from a wide area, while still
benefiting the local population -- for example the expansion of Kelowna General Hospital to include a
regional cardiac surgery unit and cancer clinic.
If those six votes had gone the other way, the Kelowna of today would certainly not be the vibrant,
dynamic hub it has become. As Mayor and Chair of the Airport Advisory Committee, I look forward
to helping shape the continued growth and prosperity of Kelowna and its airport over the next three
years.

Walter Gray, Mayor
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Mayor’s Message

City Manager’s Message
If you are a passenger flying in or out of Kelowna
International Airport, I am almost positive the last
thing on your mind as you walk through the doors
is municipal government.
As a municipally operated airport, YLW is one of
the largest airports in Canada not run by an airport
authority. There are some great advantages to
this. The airport itself has only 36 City employees
who oversee the operations and development of
the airport and mange its tenants to ensure this
vital transportation service continues to meet
the needs of our region. As you will see by the
financials in this report, this facility is financially
responsible and self-sufficient, and costs are kept
as economical as possible.
To help achieve this, the airport can call on the
expertise of every department within the City.
Earlier last year, the City’s Real Estate and Building
Services assisted the airport in negotiations for
the purchase of 6.9 hectares of land south of
the airport terminal which will be used for future
expansions. Design and Construction Services
worked with the airport team for the construction
of the multi-use corridor along Airport Way. The
Human Resources department assists with staff
hiring and benefits, and Purchasing staff negotiate
Requests for Proposals and contracts for goods
and services.
By accessing the existing resources and expertise
of the City of Kelowna, YLW can perform many
of the functions of a much larger corporation at
a fraction of the cost. This saving benefits both
travellers and taxpayers, as well as the airport
itself and its numerous partners, from airlines to
tenants.
Together, with the dedicated efforts of our staff, we
will move towards our goal in developing Kelowna
International Airport into the best mid-sized
airport in North America.

Ron Mattiussi
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Airport Director’s Message

To improve the customer experience at YLW we actively solicit customer feedback.
We listen to our passengers to gauge how the airport is doing and learn how we
can improve the customer experience. Information is received through customer
satisfaction benchmarking surveys, stakeholder meetings, social media, email and
telephone calls as well as comments made to our staff while passengers are walking
through the terminal.
Where a pattern emerges, our YLW team translates the feedback into positive action.
For example, parking and transportation are important issues to YLW travellers.
Ground transportation improvements in 2011 have included the establishment of an
Airport Shuttle desk in the terminal, where travellers can get assistance and check
schedules. All airport shuttle, limousine and taxi drivers participate in the World Host
customer service program, which helps provide a higher level of customer service
to our many visitors. World Host has become the standard for customer service
excellence in B.C., as well as an internationally recognized leader in training for the
tourism industry.
One of the more frequent requests of recent years has been to remove the charge for
luggage carts. This is especially important for visitors travelling with golf clubs or ski
equipment. In the first quarter of 2012, luggage carts became free to all YLW travellers.
Helping to provide excellent customer service whenever possible are the more than
150 volunteers at YLW who fill the roles of Airport Ambassadors, Junior Ambassadors,
Airport Watch and Tourism Kelowna. Our amazing team of dedicated volunteers
makes assisting travellers, their friends and family, the highest priority as well as
contributing to a safe and secure airport 365 days a year.

City’s Message \ Airport’s Message

Whatever role each of us fills in YLW’s operations, our ultimate purpose is always
the same: to provide a safe and pleasant experience for our customers. Customer
service is an integral part of everything we do. Every member of the airport’s team,
from building maintenance & cleanliness, to airline services, baggage handling, retail,
food services, safety and security, customs, airport operations and development, all
have a distinct role in the delivery of these services which impact the satisfaction of
our customers.

People are proud to be a part of the YLW team and are determined to have a positive
impact on the customer experience at YLW. Throughout this annual report you will see
photographs of some of the people representing our team but rest assured when you
travel through the airport you will have many more staff ready to assist to ensure you
personally have a positive experience.
I encourage anyone with requests or suggestions to contact us through Facebook,
Twitter or email at airport@kelowna.ca. We look forward to working with you to help
make YLW your community airport no matter where you call home.

Sam Samaddar
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At a Glance

At a Glance
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1,390,187

passengers in 2011

3,483

average daily passengers

5,528

passengers on the busiest day of the year (Dec 23)

3,500

twitter followers

10,129

flight check-ins through Facebook

11,566

passenger flights departed YLW

6,994,943		

km (4,347,925 miles) distance covered in 				
passenger flights from YLW

2,730

people depend on YLW for their employment

36,687

bottles of wine sold in the airport wine store

2,087,714

checked bags screened

566

Aircraft Rescue Firefighting (ARFF) calls for service

Destinations

Destinations

Same Plane
Service
Non Stop
Service

Runway Information
Elevation:

433 M

(1,421 FT)

16

Runway Length:

2,713 M

(8,900 FT)

34
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Linking to the World
Record breaking numbers
YLW’s passenger numbers for 2011 remained consistent with 2010’s record breaking year showing a slight .01
per cent decrease to 1,390,187 passengers for the year. YLW still posted two new record breaking months in
September and December.

More seats and even better connections
During the year YLW maintained its current air service destinations while increasing its seasonal service with
two new destinations and additional seats on existing routes. WestJet initiated six months of non-stop service to
Phoenix, Arizona and extended their Las Vegas service from six months to eight months as well as adding extra
seats using a larger B737-800. Sunwing introduced Mazatlan, Mexico as a weekly charter service from YLW over
the winter 2011/2012.
YLW strengthened its tagline Your Link to the World by offering non-stop flights to seven of the busiest airport
hubs in North America:

Seattle (SEA)
With 31.6 million passengers, SEA is the 18th largest in North America and the main hub for Alaska Airlines with
direct service to over 60 cities in the lower US, Alaska, Hawaii & Mexico. YLW offers two flights a day between
April and October and three flights a day between the months November and March;

Phoenix (PHX)
WestJet offered weekly scheduled service from YLW from October 31 until April 30. With 38.6 million passengers
in 2010, PHX is the 10th largest in North America and is a major hub for US Airways and Southwest Airlines.
Using PHX as a connecting airport is easy with 85 US connecting cities and 14 International;

Las Vegas (LAS)
LAS is the 8th largest in North America with 39.4 million passengers. It’s the largest base for Southwest Airlines
which offers more than 230 departures a day to 72 cities. WestJet offered a convenient departure time from YLW
which allowed for easy connections to other destinations.

Vancouver (YVR)
29th largest in North America and saw 17 million passengers in 2011. YLW offers 11 flights a day to YVR, eight on
Air Canada and three on WestJet;

Calgary (YYC)
35th largest in North America with 12.6 million passengers. YLW offers eight flights a day to YYC with three on
Air Canada and five on WestJet;

Toronto (YYZ)
17th largest in North America with 33.4 million passengers. Two flights from YLW to YYZ with both Air Canada
and WestJet offering service

Edmonton (YEG)
Serves over six million passengers annually and YLW offers three daily flights to YEG on WestJet.
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More seats and even better connections (continued)
YLW also offers service to Victoria (YYJ) with one daily flight on WestJet, and Prince George (YXS) is linked
once a day on Central Mountain Air from YLW.

Great connections and reasonable prices
YLW was recognized by Cheapflights.ca in their ranking of the 20 most popular Canadian and US border
airports based on their affordability. Cheapflights.ca compiled the list by computing the average airfare
users found on their site from each airport to the most popular domestic and international destinations.
YLW was ranked as the fourth most affordable airport along the 49 parallel and Canada’s most affordable
airport for the consumer.

Landings
Landings

Linking to the World

Passenger
Movement
Passenger
Movement
Passenger
Movement
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Linking Customer Service
YLW continues to participate in the Airports Council International (ACI) Airport Service Quality survey which
benchmarks airport services against other airports world-wide. YLW is ranked second overall compared with
other airports of similar size.
YLW saw an increase in overall customer satisfaction levels from 4.25 in 2010 to 4.37 out of a possible 5.
The YLW team analyzes the results from the ASQ customer satisfaction survey in conjunction with other
customer comments from emails, social-media comments or telephone calls to the airport. The feedback is
used to turn these customer ideas into actual improvements at YLW with the goal of making YLW the best
mid-sized airport in North America.

Overall
Satisfaction
Passenger
Movement
4.5
4.4
4.3
4.2
4.1
4
3.9
3.8
3.7
3.6
3.5
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Transportation
Passenger
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4
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- Aug 2011
Oct 2011
Oct- Feb
20112012
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20102011
- Feb 2011
Apr2011
- Aug 2011
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20112012
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Oct 2010
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0
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20102011
- Feb 2011
Apr2011
- Aug 2011
Oct- Feb
20112012
- Feb 2012

4.5

4.4
Feeling
of Safety & Security
4.3
4.3
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4.2
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4.5
4.4
4.3
4.2
4.1
4
3.9
3.8
3.7
3.6
3.5
Oct- Feb
20102011
- Feb 2011
Apr2011
- Aug 2011
Oct- Feb
20112012
- Feb 2012
Oct 2010
Apr - Aug
Oct 2011

Courtesy & Helpfulness of Airport Staff

4

4

3.9

3.9

YLW

ASQ Average

NAME

Ryan
JOB TITLE

Junior Airport Ambassador

NAME

YEARS OF SERVICE

Gayle

1st year

JOB TITLE

Airport Ambassador

Linking Customer Service

YEARS OF SERVICE

5 years
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Linking Community
Charity support
Every year the airport community rallies together and volunteers their time to help numerous charitable
organizations within the Okanagan region. In 2011, some of these charities included:
•
•
•
•
•
•
•
•
•

United Way Plane Pull
Sunshine Foundation Wendy’s Dreamlift
Muscular Dystrophy Boot Drive
Easter Seals 24 hour Relay for Life
BC Cancer Agency
Tim Hortons Camp Day
Shelterbox Canada
Lions Club with the change bin in Departures
Kelowna, West Kelowna and Lake Country Foodbanks

Community support
Taking an active role and supporting initiatives in the Okanagan is key to YLW. Throughout the year the YLW
team supported many activities and events such as:
•
•
		
•
•
•
•
•
•
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Chamber Business Excellence Awards
Canadian Owners and Pilots Association (COPA) Young Aviators Program,
COPA for Kids
2011 International Children’s Games
2011 Masters World Cup Cross Country Skiing
Wings n’ Wheels Vernon Airport
World Community Film Festival
School District #23  Tours
Consumer Travel Shows
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Linking Community

NAME

Henry
JOB TITLE

Airport Development Manager
YEARS OF SERVICE

9 years
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Linking Development
Airport Way
With the need to upgrade underground utility works and repaving on Airport Way, YLW invested $4.3
million to transform the strip of roadway into a mulit-use corridor designed for walking, biking and even
plane watching. The project included upgrades of underground works, road resurfacing, landscaping,
trees, bus shelters, pathway, benches and streetlights.

International Arrivals

Arriving international passengers will enjoy a more efficient process with the addition of a Canada Border
Service Agency (CBSA) primary inspection line in the new hall. Expected to be completed by October 2012,
the project has already received accolades. The design for the YLW’s expansion received an excellence
award from the Association of Professional Engineers and Geoscientists of BC for using geothermal
heating and other energy conservation innovations. When complete, the airport will enjoy lower operating
costs and produce 60 per cent less emissions, even though the terminal will increase in size.
Adding to the environmental approach of the expansion is a rammed earth wall. The eco-friendly building
approach, where local soils are formed into dense, stone-like walls minimizes the energy use associated
with typical construction.
People arriving to the Okanagan through YLW will discover a ‘sense of place’ as they experience the hues
of Okanagan colours in the rammed earth wall, the use of local pine wood in the ceiling and the natural
light in the high-storey windows.

Linking Development

Phase 1 of the airport’s three-phase development program, known as the ‘Drive to 1.6 million,’ began with
the construction of an expanded International Arrivals Hall.

Airspace safety improvements
YLW partnered with Nav Canada, to install a wide-area multilateration air traffic control system, improving
aviation airspace safety and efficiency. This system provides Nav Canada with better aircraft tracking in
congested air spaces or when narrow, mountainous terrain and limited maneuverability may be an issue
(as in the case of YLW).
Wide area multilateration is a proven alternative to deploying costly en-route radar, particularly in a
challenging mountainous environment. This system uses multiple low-maintenance, non-rotating
sensors to triangulate aircraft and helicopter location based on transponder signals. It provides air traffic
controllers with precise aircraft position and identification information regardless of weather conditions
or terrain conditions right to the ground. Work was done in 2011 and once testing approval is complete,
the project will go live in 2012. This system will provide the capability to track aircraft low to the ground
which improves safety and efficiency of the airspace.
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Linking Operations
Training
Airport Operations Specialists/Firefighters and their Crew Captains completed over 2,247 hours of training,
combining 1,491 hours of practical and 756 hours of theoretical training in critical areas such as;
•
•
•
•
•
•
•
•
•
•

Fire behaviour and live fire training
Emergency communications systems
Vehicles and equipment
Low visibility operations
First aid
Snow and ice control
Airfield maintenance
Safety
Security
Environmental

Preventative Measures
Safety and security at the airport is always top of mind. Every team member at YLW has a role in preventative
measures to ensure the airport remains safe, secure and operational. Runway and foreign object debris (FOD)
checks, perimeter security patrols, wildlife control, safety audits, quality assurance, regulatory inspections and
risk assessments are just some of the behind-the-scenes duties staff conduct every day.

New Operations Vehicles
Emergency response and maintenance equipment are an essential part of the airport’s infrastructure and
required to ensure responsive and timely services to our stakeholders and customers. Some of the current
equipment in the YLW fleet is reaching the end of its operational life. Members of the airport operations team
have researched, tested and planned for the acquisition of replacement vehicles which will be delivered and
certified for operation in 2012.

18

Linking Operations
NAME

Cameron
JOB TITLE

Airport Operations Specialist/
Firefighter
YEARS OF SERVICE

7 years
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Linking Leadership
Airport Advisory Committee
The Airport Advisory Committee includes representation from communities throughout the Okanagan
served by Kelowna International Airport. Elected officials from member communities are appointed to
the committee by their respective Local Governments. This Committee fills an important role in achieving
regional collaboration and supporting the future of Kelowna International Airport.
The 16 committee appointed by Kelowna City Council represents the following:
Elected Officials: City of Kelowna (2), Central Okanagan Regional District, City of Vernon, District of
Peachland, District of Lake Country, City of Salmon Arm, District of West Kelowna, and the Westbank
First Nation.

Linking Leadership

Economic Development Commission, Kelowna Chamber of Commerce, Kelowna City at Large, Tourism
Kelowna, Westbank and District Chamber of Commerce and Vernon Chamber of Commerce representative.
In 2012 the Airport Advisory Committee’s membership will be expanded to include more representation
from the South Okanagan to provide better collaboration across the entire region, from the U.S. border
to the shuswap.

Kelowna City Council 2011
The Kelowna International Airport has been managed and operated by the City of Kelowna since its
inception in 1946, making it the largest municipally operated airport in Canada. Kelowna City Council is
responsible for airport management and operations.

(L to R) Back: Robert Hobson, Colin Basran, Mayor Walter Gray, Gail Given, Andre Blanleil
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Front: Gerry Zimmermann, Maxine DeHart, Mohini Singh, Luke Stack

Independent Auditors’ Report
To the members of Council of the City of Kelowna
We have audited the accompanying financial statements of Kelowna International Airport (the “Airport”),
which comprise the statement of financial position as at December 31, 2011, and the statement of operations
and accumulated surplus, statement of changes in net financial assets and the statement of cash flows for
the year then ended, and a summary of significant accounting policies and other explanatory information.
Management’s responsibility for the financial statements

Auditors’ responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with Canadian generally accepted auditing standards. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the Airport’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Airport’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 financial statements.

Auditors’ Report

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with Public Sector Accounting Standards, and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
Opinion
In our opinion, the financial statements present fairly, in all material respects, the financial position of
Kelowna International Airport as at December 31, 2011, and the results of its operations and its cash flows
for the year then ended in accordance with Public Sector Accounting Standards.

Kelowna, BC
April 19, 2012								

Chartered Accountants

21

Statement of Financial Position
As at December 31, 2011
Financial Assets
Cash and temporary investments
Accounts receivable
Federal government
Trade

Actual 2011

Actual 2010

$ 20,691,870

$ 22,454,160

133,178
2,083,529
22,908,577

78,592
1,731,548
24,264,300

91,319
140,647
921,114
244,084
86,144
11,839,984
13,323,392

86,167
140,647
483,825
244,295
28,034
13,281,384
14,264,352

9,585,285

9,999,948

125,092
5,318,917
64,203,572
69,647,581

103,507
4,501,008
59,366,711
63,971,226

$ 79,232,866

$ 73,971,174

Liabilities
Accounts payable
Federal government
Regional government
Trade
Performance deposits
Deferred revenue
Debenture debt (Note 4)

Net Financial Assets
Non Financial Assets
Prepaid expenses
Construction in progress (Note 5)
Tangible capital assets (Note 6)

Accumulated Surplus (Note 7)

Contingent liabilities (Note 8)
Commitments (Note 9)

S.Samaddar							K. Grayston, CGA
Airport Director						
Director, Financial Services
See accompanying notes to the financial statements
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Statement of Operations and Accumulated Surplus

Revenue
Sale of services (Note 11)
Interest earned
Conditional grant - Federal government
Conditional transfers - Federal government
Other capital contributions

Expenditures
Administration
Interest
Terminal Operation
Airport Improvement Fee
Airport Policing
Groundside Operations
Airside Operations
Loss on disposal of tangible capital assets
Amortization

Excess Revenue Over Expenditures
Accumulated Surplus, beginning of year
Accumulated Surplus, end of year

Budget 2011

Actual 2011 Actual 2010

$ 19,043,889
253,500
389,500
19,686,889

$ 18,786,958
235,968
408,736
108,745
19,540,407

$ 17,349,320
135,230
97,368
298,223
53,306
17,933,447

1,984,295
894,000
3,711,786
297,184
335,050
1,429,747
1,842,736
10,494,798

1,810,200
744,000
3,246,976
277,569
360,454
1,561,169
2,135,472
956
4,141,919
14,278,715

1,781,092
744,000
3,071,005
241,943
222,837
1,566,998
1,819,465
3,541,917
12,989,257

9,192,091

5,261,692

4,944, 190

73,971,174

69,026,984

$ 79,232,866

$ 73,971,174

Financial Statements

For the Year Ended December 31, 2011

See accompanying notes to the financial statements
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Statement of changes in net financial assets
For the Year Ended December 31, 2011
Excess of Revenue over Expenditure
Amortization
Proceeds from disposal of tangible capital assets
Acquisition of tangible capital assets
Loss on disposal of tangible capital assets
Change in prepaid expenses

Net Financial Assets, beginning of year
Net Financial Assets, end of year

See accompanying notes to the financial statements
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Budget 2011

Actual 2011

Actual 2010

$ 9,192,091
(21,073,530)
(11,881,439)

$ 5,261,692
4,141,919
1,947
(9,799,593)
956
(21,584)
(414,663)

$ 4,944,190
3,541,917
(4,834,748)
5,751
3,657,110

9,999,948

9,999,948

6,342,838

$ (1,881,491)

$ 9,585,285

$ 9,999,948

Statement of Cash Flows

Cash provided by (used for)
Operating

Actual 2011 Actual 2010

$ 5,261,692

$ 4,944,190

4,141,919
956
(108,745)

3,541,917
(53,306)

(406,567)
(21,584)

48,109
5,751

442,441
(211)
58,110
9,368,011

278,770
31,745
(97,757)
8,699,419

1,947
(9,799,593)
(9,797,646)

(4,834,748)
(4,834,748)

(1,332,655)

(1,332,655)

Net Cash (outflow) inflow

(1,762,290)

2,532,016

Cash and temporary investments, beginning of year

22,454,160

19,922,144

$ 20,691,870

$ 22,454,160

$

$

Excess of revenue over expenditures
Adjustment for non-cash items
Amortization
Loss on disposal of tangible capital assets
Actuarial adjustment on debenture debt
Decrease (increase) in assets
Accounts receivable
Prepaid expenses
Increase (decrease) in liabilities
Accounts payable
Performance deposits
Deferred revenue

Capital
Proceeds from disposal of tangible capital assets
Purchase of tangible capital assets

Financing
Repayment of debenture debt

Cash and temporary investments, end of year
Supplementary cash flow information
Interest paid

744,000

Financial Statements

For the Year Ended December 31, 2011

744,000

See accompanying notes to the financial statements
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Notes to Financial Statements
December 31, 2011
1. Organization and nature of operations
The Kelowna International Airport (the “Airport”) is controlled by the City of Kelowna (the “City” and is
reported in the City’s financial statements as part of the City’s resources and operations.
The City operates the Airport pursuant to the provisions of a long-term lease with the Government of Canada
entered into January 1, 1969 (“the Ground Lease”). The current term of the lease, renewed January 1, 1996
for a period of 39 years, ends on December 31, 2034.
These financial statements reflect only the assets, liabilities and operations of the Airport. The financial
statements have been prepared in accordance with accounting standards established by the Public Sector
Accounting Board of the Canadian Institute of Chartered Accountants.

2. Significant accounting policies
Accrual accounting
The accrual method for reporting revenues and expenditures has been used.

Cash and temporary investments
Cash and temporary investments represent funds held by and invested in the City of Kelowna pooled
investments. The amounts are recorded at cost and are comprised of deposits with banks, guaranteed
investment certificates, municipal finance authority bond and money market funds, and provincial and bank
issued accrual notes and debentures.
The temporary investments held are readily convertible to cash and are therefore included in cash and
temporary investments.

Tangible capital assets
Tangible capital assets are recorded at cost which includes all amounts directly attributable to the
acquisition, construction, development or betterment of the asset. The cost, less residual value of the assets
are amortized on a straight-line basis over their estimated useful lives as follows:
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Land improvements			
Buildings				
Infrastructure 				
Machinery and equipment		

25 years
10 to 75 years
10 to 75 years
5 to 20 years

Notes to Financial Statements
December 31, 2011
2. Significant acounting policies (continued)

The City has issued its debt instruments through the Municipal Finance Authority. As a condition of
these borrowings, a portion of the debenture proceeds is withheld by the Municipal Finance Authority
as a debt reserve fund. The City also executes demand notes in connection with each debenture
whereby the City may be required to loan certain amounts to the Municipal Finance Authority. These
demand notes are contingent in nature. The Debt Reserve and Demand Note balances are as follows:

2011
Cash Deposits held by MFA
Demand Notes held by MFA

Financial instruments

$

181,192
878,327

$ 1,059,519

2010
$

175,219
878,328

$ 1,053,547

The Airport’s financial instruments consist of cash and temporary investments, accounts receivable,
accounts payable and debenture debt. Unless otherwise noted, it is management’s opinion that
the Airport is not exposed to significant credit, liquidity or market risks arising from these financial
instruments. The fair values of these financial instruments approximate their carrying value, unless
otherwise noted.

Use of estimates

Notes to Financial Statements

Municipal Finance Authority cash deposits and demand notes

Management has made estimates and assumptions that affect the amounts reported in preparing
these financial statements. Actual results could vary from those estimates.The significant area
requiring the use of management estimates relate to the determination of tangible capital assets’
estimated useful life and related amortization.

Revenue recognition
Airport improvement fees revenue is recognized as income in the period that passengers depart from
the Airport. Landing fees and terminal fees are generated principally from scheduled airlines and
nonscheduled commercial aviation and are recognized when the airport facilities are utilized. Rentals
and fees, car parking revenue and other revenue are recognized when the airport facilities are utilized.
Car rental concession revenue is recognized based on the greater of an agreed percentage of reported
concessionaire sales and specified minimum rentals. Other concession revenue is recognized based
on an agreed percentage of reported concessionaire sales
.

Ground lease
The Ground lease is accounted for as an operating lease and has a single rent payment of $1 for the
current 39 year term.
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Reserves for future expenditure
Reserves for future expenditure are non-statutory reserves which represent an appropriation of surplus for
specific purposes. Transfers to reserves for future expenditure include funds to finance incomplete projects
and accumulations for specific purposes.

3. Future accounting changes
PS 3410 – Government transfers
This section replaces the existing Section PS 3410 Government transfers. This section establishes standards
for recognition, presentation and disclosure for government transfers to individuals, organizations and other
governments from both a transferring government and a recipient government perspective. This section
applies to fiscal years beginning on or after April 1, 2012, with early adoption permitted.

PS 3450 – Financial instruments
This section establishes standards for recognizing and measuring financial assets, financial liabilities and
non-financial derivatives. This section applies to fiscal years beginning on or after April 1, 2015, with early
adoption permitted.

PS 2601 – Foreign currency translation
This section revises and replaces the existing Section PS 2600 Foreign currency translation. This section
applies to fiscal years beginning on or after April 1, 2015, with early adoption permitted.

PS 1201 – Financial statement presentation
This section revises and replaces the existing Section PS 1200 Financial statement presentation. This section
applies to fiscal years beginning on or after April 1, 2015, with early adoption permitted.

4. Debenture debt
Debenture debt principal is reported net of sinking fund balances. The sinking fund balance at December 31,
2011 was $4,160,016 (2010 - $2,718,616). The interest rate on debenture debt is 4.65% and is due in 2018.
Principal repayments for the next five years are as follows:
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2012

2013

2014

2015

2016

$1,332,655

$1,332,655

$1,332,655

$1,332,655

$1,332,655

Notes to Financial Statements
December 31, 2011
5. Construction in progress
Construction in progress is recorded at cost and is comprised of:

Land improvements
Buildings
Engineering structures
Machinery and equipment

$

36,929
614,634
4,543,654
123,700

Total construction in progress

$ 5,318,917

2010
$

295,396
2,268,852
1,741,737
195,023

$ 4,501,008

							

6. Tangible capital assets

Cost
Land
Land improvements
Buildings
Infrastructure
Machinery and
equipment

Accumulated
amortization

2011

2010

Net
book value

Net
book value

$ 3,734,692
12,839,874
47,214,665
31,513,781
8,949,856

$

4,305,380
14,170,455
16,252,858
5,320,603

$ 3,734,692
8,534,494
33,044,210
15,260,923
3,629,253

$

$104,252,868

$ 40,049,296

$ 64,203,572

$ 59,366,711

1,432,026
8,662,972
29,746,144
15,632,982
3,892,587

Notes to Financial Statements

2011

Schedule 1 provides a breakdown of tangible capital assets and construction in progress by function
showing the cost, accumulated amortization and the net book value of the tangible capital assets.
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7. Accumulated surplus

Surplus, beginning
of year
Excess of revenue
over expenditures
Transfers
Acquisition of
tangible capital
assets
Proceeds from
disposal of tangible
capital assets
Retirement of
debenture debt
Surplus, end of
year

Reserves
for future
expenditure

General
surplus

Investment
in tangible
capital assets

Total
2011

Total
2010

$23,219,746

$ 165,093

$50,586,335

$ 73,971,174

$ 69,026,984

228,609

9,067,213

(4,034,130)

5,261,692

4,944,190

7,630,350

(7,630,350)

-

-

-

(9,799,593)

-

9,799,593

-

-

-

1,947

(1,947)

-

-

-

(1,332,655)

1,332,655

-

-

$21,279,112

$ 271,248

$57,682,506

$79,232,866

$73,971,174

8. Contingent liabilities
Pension liability
The Airport 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 plan, including investment of the assets and administration of benefits. The plan is a
multi-employer contributory pension plan. Basic pension benefits provided are defined. The plan has about
173,000 active members and approximately 63,000 retired members. Active members include approximately
35,000 contributors from local governments.
The latest valuation as at December 31, 2009 indicated an unfunded liability of $1,024 million for basic
pension benefits. The next valuation will be as at December 31, 2012 with results available in 2013. Defined
contribution plan accounting is applied to the plan as the plan exposes the participating entities to actuarial
risks associated with the current and former employees of other entities, with the result that there is
no consistent and reliable basis for allocating the obligation, plan assets and cost to individual entities
participating in the plan. The Airport paid $227,643 (2010 - $213,978) for employer contributions while
employee contributions were $186,890 (2010 - $176,715) to the plan in fiscal 2011.
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8. Contingent liabilites
Legal actions

The amount of loss, if any, arising from these contingent liabilities will be recorded in the accounts in
the period in which the loss is realized.

9. Commitments
At December 31, 2011, the Airport had entered into construction commitments relating to the Airport
capital program amounting to $11,050,392.

10. Airport improvement fees
The Kelowna International Airport entered into a Memorandum of Agreement (the Agreement) dated
September 23, 1997 with the Air Transport Association of Canada and all major carriers operating
from the Airport. The Agreement provides for a consultative process with air carriers regarding the
improvement to and expansion of airport facilities and the collection of airport improvement fees
(AIF) by air carriers through the carrier’s ticketing process.

Notes to Financial Statements

The City is currently engaged in certain legal actions. The outcome and the possible effect on the
Airport of these legal actions are not determinable at this time. Accordingly, no provision has been
made in the accounts for these actions.

On February 1, 1998, the Airport implemented an AIF of $5.00 per departing passenger. On March
1, 2002 the AIF fee was raised to $8.00 per passenger. On November 1, 2007, the AIF was raised to
$10.00 per passenger and on January 1, 2011 it was raised again to $12.00. AIF revenues can only be
used to fund approved Airport infrastructure projects and associated financing costs.
Airport improvement fee summary to December 31:

2011

2010

Cumulative AIF revenue
Cumulative AIF expenditures

$

56,161,925
69,236,021

$ 48,455,136
63,978,426

Deficiency of revenue over expenditures

$ (13,074,096)

$ (15,523,290)
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11. Sale of service by object

2011
Airport improvement fee
Aircraft parking
Airline CUTE charges
Airline terminal fees
Apron equipment parking
Aviation fuel concessions
Car rentals
Ground handler concessions
Land lease revenue
Landing fees
Other
Terminal building space rental
Terminal concessions
Vehicle parking

2010

$

7,691,644
78,358
42,551
1,772,057
11,659
15,249
1,700,758
58,031
477,611
2,557,531
176,130
431,789
643,142
3,130,448

$

18,786,958

$ 17,349,320

2011

2010

$

6,370,746
71,123
44,123
1,751,441
11,659
15,726
1,644,244
51,837
471,577
2,583,520
192,160
411,334
660,517
3,069,313

12. Expenditures by object

Salaries and benefits
Contract and professional services
Interest expense
Materials and supplies
Equipment
Allocations
Cost recoveries
Utilities
Amortization

$

3,178,534
730,390
744,000
4,488,391
9,877
941,905
(506,576)
550,275
4,141,919

$ 14,278,715
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$

3,088,358
560,677
744,000
4,088,931
15,831
840,768
(404,106)
512,881
3,541,917
$12,989,257
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13. Budget Data

Budget Amount
Revenues
Operating budget

$ 19,686,889

Expenses

10,494,798
21,073,530
31,568,328

Operating budget
Capital budget

(11,881,439)
21,073,530

Annual deficit per approved budget
Add: tangible capital asset purchases

Annual surplus per statement of operations

$

9,192,091

Notes to Financial Statements

The budget figures are from the Annual Five-Year Financial Plan Bylaw adopted before May 15 of
each year and are not subject to audit. Subsequent amendments have been made by Council to
reflect changes in the budget as required by law. Amortization of tangible capital assets was not
included in the budget. The table below shows the reconciliation between the approved budget and
the budget presented in these consolidated financial statements.

14. Comparative figures
Certain of the comparative figures have been reclassified to conform to current year financial
statement presentation.
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Schedule 1 - Tangible Capital Assets

Land

Cost
Balance, beginning of year
Add: additions during the year
Less: disposals during the year
Balance, end of year

$

Accumulated Amortization
Balance, beginning of year
Add: amortization
Less: accumulated amortization
on disposals
Balance, end of year

Net book Value of Tangible
Capital Assets
Construction in Progress
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$

1,432,026
2,302,666
3,734,692

Land
Improvements

$

12,518,470
321,398
12,839,874

Buildings

$

42,468,186
4,746,479
47,214,665

Infrastructure

$

30,370,160
1,143,621
31,513,781

-

3,855,504
449,876

12,722,042
1,448,413

14,737,178
1,515,680

-

4,305,380

14,170,455

16,252,858

3,734,692

8,534,494

33,044,210

15,260,923

-

$

36,928

$

614,634

$

4,543,654

Machinery & Equipment

$

$

93,773
93,773

$

7,740,775
467,519
(21,771)
8,185,523

Computer

$

669,560
669,560

Subtotal
Machinery &
Equipment

$

8,504,108
467,519
(21,771)
8,949,856

Total 2011

$

95,292,956
8,981,683
(21,771)
104,252,868

Total 2010

$

75,817,579
19,475,377
95,292,956

21,866
10,436

4,182,243
653,114

407,412
64,400

4,611,521
727,950

35,926,245
4,141,919

32,384,328
3,541,917

32,302

(18,868)
4,816,489

471,812

(18,868)
5,320,603

(18,868)
40,049,296

35,926,245

61,471

3,370,034

197,748

3,629,253

64,203,572

59,366,711

-

$

114,410

$

9,290

$

123,700

$

5,318,917

$ 69,522,489

$

Notes to Financial Statements

Vehicles

Other
Machinery &
Equipment

4,501,008

$ 63,867,719
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