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Commentary  

Introduction  

The following commentary and analysis of the operating results and financial position of the Edmonton Regional 
Airports Authority (Edmonton Airports) for the nine months ended September 30, 2006 should be read in 
conjunction with the unaudited consolidated financial statements and related notes contained in this interim report 
as well as the Management Discussion and Analysis and the audited financial statements and related notes 
contained in the 2005 Annual Report.  

Edmonton Airports

 

financial statements reflect the combined results of operations of the Edmonton International, 
Edmonton City Centre, Cooking Lake, and Villeneuve Airports.  

Edmonton Airports recorded overall net earnings of $11.4 million for the nine months ended September 30, 2006, 
an improvement of $6.1 million (115%) over the 2005 net income of $5.3 million.  The increase in net earnings is 
primarily the result of the continued increased passenger levels and aircraft movements which contributed to 
higher airside and general terminal revenues, parking, concession and Airport Improvement Fee (AIF) revenues. 
The increased revenues helped to offset the increase (excluding rent expense) of $1.2 million in operating 
expenses and $0.8 million in amortization.    

The approved 2006 Capital Plan initially identified approximately $12.5 million in projects for all airports.  During 
the 2nd and 3rd quarter additional funding of $7.8 was approved by the Board for the completion of a parking lot 
expansion and for Common Use Counter Equipment.  For the nine months ended September 30, 2006, 
Edmonton Airports has approved capital projects totaling approximately $18.6 million, the most significant of 
which are $5.8 million for the parking lot expansion, $4.3 million for Common Use Counter Equipment, $2.9 
million for paving projects, $0.9 million for runway visual aid upgrades, $0.4 million for area modifications for the 
new hotel development, and $0.3 million for a runway sweeper.   

Edmonton International Airport Passenger Volumes  

During the first three quarters of 2006, a total of 3,883,667 enplaning and deplaning passengers used Edmonton 
International Airport, compared to 3,379,707 passengers for the same period in 2005 representing an increase of 
14.9%. By sector, Domestic passengers for the three quarters increased by 15.8% when compared to 2005; while 
Transborder increased by 11.4%, and International passengers increased by 6.9%.   

EDMONTON REGIONAL AIRPORTS AUTHORITY
Passenger Traffic by Sector

2006 2005 % 2006 2005 %

Domestic 1,221,260   1,053,404   15.9% 3,266,009   2,820,700   15.8%

Transborder 170,574      150,254      13.5% 498,278      447,350      11.4%

International 16,458        19,572        -15.9% 119,380      111,657      6.9%

Total 1,408,292   1,223,230   15.1% 3,883,667   3,379,707   14.9%

Three Months Ended Nine Months Ended

September 30 September 30
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Commentary (continued)  

Results of Operations  

The table below shows Edmonton Airports combined operating earnings for the three and nine months ended 
September 30, 2006 with comparative figures for the same periods in 2005.  

EDMONTON REGIONAL AIRPORTS AUTHORITY 
Statement of Operating Earnings (000 s of dollars) 
Unaudited  

Three Months Ended Nine Months Ended 
September 30 September 30

2006 2005 2006 2005

Operating Revenue:
Airside and general terminal 7,969$      

 

6,843$       22,474$    

 

19,901$     
Parking and Car Rentals 4,953        

 

3,991         14,063      

 

11,597       
Concession 1,658        

 

1,494         4,795        

 

4,295         
Real estate leases 915           

 

916            2,409        

 

2,410         
Other revenue 14             

 

13              57             

 

41              
15,509      

 

13,257       43,798      

 

38,244       

Operating Expenses:
Salaries and employee benefits 3,502        

 

3,062         10,652      

 

9,997         
Service, maintenance, supplies
  and administration 3,507        

 

3,316         10,627      

 

10,127       
Utilities, insurance and property taxes 1,372        

 

1,415         4,181        

 

4,100         
Canada Lease Rent 1,226        

 

3,181         3,677        

 

9,543         
9,607        

 

10,974       29,137      

 

33,767       

Operating Earnings 5,902$      

 

2,283$      

 

14,661$    

 

4,477$      

   

The calculation of Operating Earnings excludes AIF, Police and Security and Canada Lease Capital Credit (in 
2005) revenues as well as AIF Collection Costs, Police and Security, Interest and Amortization expenses.   

Operating Revenues  

Operating revenues for the nine months ended September 30, 2006 were $43.8 million compared to $38.2  million 
for the corresponding period in 2005 an increase of $5.6 million (14.7%).  The 2006 operating revenue was higher 
due to increased passenger and aircraft activity which contributed to higher airside and general terminal, parking, 
and concession revenues.  
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Commentary (continued)  

Operating Expenses  

Operating expenses for the nine months ended September 30, 2006 were $29.1 million compared to $33.8 million 
for the corresponding period in 2005, a reduction of 13.9%.    

The increase in Salaries and employee benefits of $0.7 million are primarily the result of negotiated increases for 
unionized staff and increased pension costs.  The increase in Services, maintenance, supplies, and 
administration of $0.5 million are the result of additional costs for contracted services as a consequence of the 
current labour market, a higher provision for doubtful accounts and higher material and repair costs.  These 
increases were partially offset by a reduction in the use of outside professional services.  The increase in Utilities, 
insurance and property taxes of $0.1 million are the result of minor increases in property tax assessments and 
insurance premiums.  Canada Lease Rent expense is down by $5.9 million as a result of the new ground lease 
agreement with the Crown. This agreement is to be phased in during the period 2006 to 2009.  During this period, 
the actual rent amounts have been predetermined. While the rent expense amount has been reduced, this 
reduction has been offset, on a net earnings basis, by the elimination of the Canada Lease Capital Credit, a non-
operating revenue item.  

Operating Earnings  

Operating earnings for the nine months ended September 30, 2006 were $14.7 million, an increase of $10.2 
million (226.7%) over last years operating earnings of $4.5 million.  The increase is primarily the result of 
increased operating revenues as a result of increase activity and reduced expenses from a lower lease rent 
amount resulting from the new rent agreement effective this year.     

Net Earnings   

There were net earnings of $11.4 million for the nine months ended September 30, 2006 compared to net 
earnings of $5.3 million for the same period in 2005.  The $6.1 million (115.1%) improvement is the result of the 
increase in Operating Earnings as noted above, lower interest expense due to interest earned on higher cash 
balances, and an increase in AIF revenues (11.4%) as a result of the increased passenger volumes.    These 
increases were partially offset by the elimination of the Canada Lease Capital Credit revenue stream as a 
consequence of the new rent agreement, an increase in AIF collection costs due to higher AIF revenues and 
amortization expenses which increased as a result of ongoing capital investment.    



See accompanying notes to interim financial statements 4               

EDMONTON REGIONAL AIRPORTS AUTHORITY        
Statements of Financial Position (000's of Dollars) 
Unaudited               

At September 30, 2006 
 with comparative figures at December 31, 2005  

September 30 December 31
2006 2005

Assets

Current assets:
Cash in interest bearing accounts 27,965$             

 

11,685$              
Short term investments 1,529                 

 

1,487                  
Accounts receivable [note 5 and 6] 10,218               

 

11,004                
Consumable inventory 999                    

 

978                     
Prepaid expenses and other 1,839                 

 

1,163                  

42,550                26,317                

Interest bearing deposits 10,849               

 

10,555                
Deferred financing costs 5,417                 

 

5,605                  
Deferred pension asset 1,840                 

 

1,148                  
Loan receivable [note 6] 431                    

 

411                     
Capital assets [note 7] 287,493             

 

291,917              

306,030              309,636              

348,580$            335,953$            

Liabilities and Equity in Capital Assets

Current liabilities:
Accounts payable and accrued liabilities [note 7 (b)] 16,549$             

 

14,898$              
Current portion of long-term debt 1,717                 

 

1,545                  
Current portion of obligations under capital lease 45                      

 

95                       

18,311                16,538                

Tenants' security deposits 959                    

 

1,371                  
Deferred revenue 1,896                 

 

1,305                  
Long-term benefits payable 1,922                 

 

1,641                  
Long-term debt 244,335             

 

245,266              
Obligations under capital lease 27                      

 

72                       

267,450              266,193              

Equity in capital assets:
Contributed capital 3,805                 

 

3,805                  
Equity in capital assets 77,325               

 

65,955                

81,130                69,760                
Contingencies [note 12]

348,580$            335,953$            
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EDMONTON REGIONAL AIRPORTS AUTHORITY      
Statements of Net Earnings and Equity in Capital Assets (000's of Dollars) 
Unaudited  

For the Three and Nine Months Ended September 30, 2006  
with comparative figures for 2005  

2006 2005 2006 2005

Revenue:
Airport improvement fee [note 5 (b), 8] 8,911$      

 

7,750$       24,672$    

 

22,150$     
Airside and general terminal [note 5 (b)] 7,969        

 

6,843         22,474      

 

19,901       
Parking and Car Rentals 4,953        

 

3,991         14,063      

 

11,597       
Concession 1,658        

 

1,494         4,795        

 

4,295         
Canada Lease Capital Credit -                

 

2,102         -                

 

6,306         
Police and security 1,149        

 

1,034         3,801        

 

3,680         
Real estate leases 915           

 

916            2,409        

 

2,410         
Other revenue 14             

 

13              57             

 

41              

25,569       24,143       72,271       70,380       

Expenses:
Amortization 4,722        

 

4,337         13,965      

 

13,177       
Interest [note 11] 4,201        

 

4,477         12,847      

 

13,255       
Salaries and employee benefits [note 9] 3,502        

 

3,062         10,652      

 

9,997         
Service, maintenance, supplies
  and administration 3,507        

 

3,316         10,627      

 

10,127       
Utilities, insurance and property taxes 1,372        

 

1,415         4,181        

 

4,100         
Police and security 1,100        

 

1,067         3,639        

 

3,560         
Canada Lease Rent 1,226        

 

3,181         3,677        

 

9,543         
Airport improvement fee collection costs 533           

 

488            1,474        

 

1,349         

20,163       21,343       61,062       65,108       

Earnings before the undernoted 5,406$      

 

2,800$       11,209$    

 

5,272$       

Other Gains (losses) (13)            

 

(15)             160           

 

54              

Net earnings 5,393        

 

2,785         11,369      

 

5,326         

Equity in capital assets, beginning of period 71,931      

 

66,837       65,955      

 

64,296       

Equity in capital assets, end of period 77,324$    

 

69,622$    

 

77,324$    

 

69,622$    

 
Three Months Ended Nine Months Ended 

September 30 September 30
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EDMONTON REGIONAL AIRPORTS AUTHORITY 
Statements of Cash Flows (000's of Dollars)  
Unaudited  

For the Three and Nine Months Ended September 30, 2006 
 with comparative figures for 2005   

2006 2005 2006 2005

Cash provided by (used in):

Operations:
Cash receipts from customers 25,575$    

 

22,817$     73,642$    

 

64,865$     
Cash paid to employees and suppliers (5,197)       

 

(4,921)        (27,224)     

 

(25,575)      
Cash paid to the Landlord (1,226)       

 

(1,079)        (3,677)       

 

(2,146)        
Interest received 481           

 

235            1,174        

 

685            
Interest paid (4,682)       

 

(4,712)        (14,021)     

 

(13,940)      

  14,951       12,340       29,894       23,889       

Financing:
Deferrred financing costs 63             

 

63              188           

 

188            
Deferred pension charge (692)          

 

-                

 

(692)          

 

(842)          

 

(Decrease) Increase in tenants' security deposits (310)          

 

(1)               (411)          

 

179            
Principal payment under capital lease obligation (35)            

 

(30)             (95)            

 

(92)             
Repayments of long-term debt -            

 

-             (759)          

 

(600)           

(974)           32              (1,769)        (1,167)        

Investments:
Purchase of interest bearing deposits (126)          

 

(69)            

 

(338)          

 

(203)          

 

Loan repayments (51)            

 

15             

 

(22)            

 

45             

 

Proceeds from land sales -            

 

-                

 

176           

 

-                

 

Purchase of capital assets (5,084)       

 

(6,397)       

 

(11,661)     

 

(15,811)     

 

(5,261)        (6,451)        (11,845)      (15,969)      

Net (decrease) increase in cash 8,716$       5,921$       16,280$     6,753$       

Cash in interest bearing accounts, beginning of period 19,249      

 

13,339      

 

11,685      

 

12,507      

     

Cash in interest bearing accounts, end of period 27,965$     19,260$     27,965$     19,260$     

Three Months Ended Nine Months Ended 
September 30 September 30

        


