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Introduction

About Us

Vision

Mission

Core Values

Who We Are

| BAA Annual Report

A trusted guardian of world-class air services connecting Bermuda to
the world.

We manage Bermuda’s aviation, weather and climate services with
excellence ensuring safety, sustainability and efficiency while supporting
economic growth through responsible and strategic leadership.

Protect Public Interest | Collaboration | Respect | Safety-Driven | Trust
| Accountability | Integrity | Innovation & Challenging Status Quo

The Government of Bermuda established the Bermuda Airport
Authority (the “Airport Authority” or the “Authority”) on 2 March 2017
as the owner of the LF Wade International Airport.

As a body corporate, quasi-autonomous non-governmental organization
(“QUANGOQ”), the Authority is governed by the Bermuda Airport
Authority Act 2017.

The Authority’s Board of Directors are responsible for the actions
and general administration of its affairs and business. The Minister of
Transport may also give direction.



4

Message from The

Minister of Transport
The Hon. Wayne L. Furbert, JP MP

Fiscal year 2022/2023 proved to be another challenging period for the Bermuda Airport Authority, as
the board and staff navigated the ongoing effects of the COVID-19 pandemic, which began in March
2020. During this time, passenger volumes recovered to their highest levels since the onset of the
pandemic; however, they remained at approximately 75% of the pre-pandemic passenger levels
from 2019. Consequently, the Airport Authority was required to pay Skyport just over $10 million
during the period due to the shortfall in actual regulated airport revenues compared to the guar-
anteed minimum regulated revenues stipulated in the project agreement between the Authority
and Skyport. Although the total payment to Skyport was lower than in the previous year, it was still
substantial, with total payments rising to just over $46 million since these payments commenced at
the onset of the pandemic in 2020.

As Minister, | supported the Airport Authority’s collaboration with the Bermuda Tourism Authority
and Skyport and their efforts to work with airline partners to restore Bermuda’s air connections to
pre-pandemic levels, with the overall goal of improving passenger volumes. The air service develop-
ment team and | maintained regular discussions with our airline partners, conducting both virtual
and in-person meetings at airline headquarters and during airline conferences.

At the end of the fiscal period in March 2023, the Government was surprised to learn of the pending
sale by Aecon of 49.9% of Skyport to Canadian investment company Connor, Clark & Lunn Infrastruc-
ture for $128.5 million. Skyport has been 100% owned by Aecon since its establishment in 2017,
coinciding with the commencement of the project agreement between the Government, Aecon,
and the Canadian Commercial Corporation. The current parties to the agreement are the Bermuda
Airport Authority and Skyport, with the agreement having been novated to each of them. While

the Airport Authority and the Government confirmed that the pending sale of Skyport’s equity was
permitted under the terms of the project agreement, the Government expressed its disappointment
that the airport will remain under 100% foreign control.

The Airport Authority manages and supervises complex operations in a dynamic environment,

and | thank the Board, management, and staff for their commitment to ensuring safe and efficient
operations at the LF Wade International Airport.

Wayne L. Furbert, JP MP
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Chairman’s Message

Fiscal year 2022/2023 marked the sixth year of operations for the Bermuda Airport Authority
since its establishment in March 2017. During this time, our predominantly Bermudian staff have
successfully managed the complex operations and relationships involved in providing international
airport services, as well as air navigation and weather services in coordination with numerous
stakeholders, strategic partners, global entities, and aviation regulatory bodies.

Last year, an international audit of the airport’s Rescue and Fire Fighting Services (RFFS) found that
the airport’s RFFS was under-resourced, and that significantly more trained personnel would be
necessary for ongoing compliance to accommodate the largest aircraft operating at the airport.
International regulations specify standards for RFFS, which are based on an aircraft’s length and
fuselage width, while the required resources are assessed through a task resource analysis. The
Airport Authority coordinated with stakeholders, including the Government’s Bermuda Fire

and Rescue Services, Skyport, aviation regulators, and airlines, to ensure that action was taken

to prevent disruption to the airport’s operations by ensuring that the airport’s RFFS met the
requirements of all regular aircraft operators. While a team dedicated substantial effort toward a
solution, the ultimate cost burden for the additional RFFS resources, totalling over $3 million, was
borne by the Government’s Bermuda Fire and Rescue Services, which provides RFFS for the Airport
Authority.

This illustrates the Authority’s intricate operations and collaboration with local and international

stakeholders.

Other key relationships include:

e Skyport and its current 100% owner, Aecon, which intends to sell nearly half of its interest to
Connor, Clark & Lunn Infrastructure.

¢ The international airlines that offer direct air service to Bermuda from the United States,
Canada, and Europe, as well as private, corporate, and military aircraft operators.

e The U.S. Federal Aviation Administration, the Transportation Security Administration, and
Customs and Border Protection, who provide Preclearance at the airport; NASA, the U.S.
National Weather Service, and the National Hurricane Center.

e The U.K. Civil Aviation Authority, Air Safety Support International (ASSI), and the Bermuda Civil
Aviation Authority.

| want to thank and acknowledge the Authority’s Board members for their service and
commitment, as well as for overseeing the Authority's complex operations. | also wish to thank
the Authority’s management and technical staff for their professionalism in fulfilling their duties
throughout the year.

Lawrence Scott, JP, MP
Chair, Bermuda Airport Authority
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Message from the
Chief Executive Officer

The airport’s revenue increased this year as airline seat capacity and passenger volumes rebounded
from the lows that followed the COVID-19 pandemic. The Airport Authority’s revenue is classified
as forgone revenue since the concessionaire and airport operator, Skyport, receives all regulated
fee revenue under the terms of the project agreement between the Authority and Skyport.
Furthermore, the Authority receives a grant from the government, which covers the retained
government services and administrative expenses.

Bermuda has struggled to recover to 2019 passenger levels, with this year's passenger volumes
reaching approximately 75% of the pre-pandemic totals from 2019. This is not due to a lack of
effort; the Authority collaborated with the Minister of Transport and, in coordination with the
Bermuda Tourism Authority and Skyport, engaged with our airline partners to increase direct flights
to Bermuda and overall seat capacity. Airlines made substantial efforts to cut their expenses during
the pandemic, and rebuilding their capacity has proven more difficult. They also focused on their
main city pairs and high-volume air routes. The primary reason for the slow passenger recovery is
the ongoing closure of the Fairmont Southampton, which has just under 600 rooms and conference
facilities. The hotel closed during the pandemic and plans to reopen after extensive renovations. We
do not expect passenger levels to return to 2019 figures until hotel inventory is restored to meet the
room demand during Bermuda’s peak tourism season.
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The airport’s physical infrastructure and assets are maintained to a high standard. This includes the
new passenger terminal, which features amenities such as passenger boarding bridges and e-gates,
as well as the air navigation and weather assets managed by the Airport Authority. The Authority
monitors key performance indicators to ensure that Skyport maintains the terminal to the agreed
standards. Additionally, the Authority tracks the performance of its retained assets, all of which were
available over 95% of the time, excluding planned preventive maintenance.

The Authority’s primary strategic relationship is with Skyport, which is wholly owned by Aecon. We
were informed of Aecon's intention to sell nearly half of its interest in Skyport to Connor, Clark &
Lunn Infrastructure. Aecon will maintain a controlling interest in Skyport and has also indicated that
there will be no other changes to Skyport’s strategy or operations.

Another important strategic partner is the Bermuda Fire and Rescue Services (BFRS), which provides
the airport’s Rescue and Fire Fighting Services (RFFS). We collaborated with BFRS on the necessary
corrective actions to enhance the airport's RFFS, to ensure that this important safety function meets
the requirements of the largest aircraft operating at the airport, which is British Airways’ Boeing 777-
200.

The Airport Authority’s management and staff continue to protect the public’s interest in their
management and oversight of LF Wade International Airport. | wish to thank them, along with the
Board and the Ministry of Transport, for their dedication, hard work and support.

6 L—

Lester Nelson
Chief Executive Officer
Bermuda Airport Authority
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Airport
Development and
Project Oversight

During the fiscal year ending 31 March 2023, the Airport Authority
maintained its commitment to oversee Skyport’s performance, including its
operations, maintenance, and the development of the LF Wade International
Airport (LFWIA). The Authority also undertook several projects involving

its airport land and infrastructure that support the Authority’s retained
government services, including air navigation and weather services.

Capital projects carried out by Skyport on the Authority’s leased lands included:

Planning and design for upgrades to the approach lights for runway 30.
Precision approach path indicator (PAPI) lights relocation and upgrades.
Upgrades to the existing air cargo building.

New passenger terminal building tenant fit-out for the airport retail concession.

Final IT infrastructure and support services migration from the old terminal building.
Maintenance and repairs to ancillary facilities, including the old mail processing centre and
the in-flight catering building.

Removal of legacy asbestos and oil tanks at the old Long Bird Hill site.

The Authority’s continuous oversight of the new terminal building focuses on Skyport’s
performance regarding various building and passenger processes to enhance the overall passenger
experience. Through systematic monitoring of Skyport’s operations, compliance has been noted
throughout the year with the specifications and standards established in the Project Agreement for
passenger movement, infrastructure, and systems, including escalators, elevators, and passenger
boarding bridges. In collaboration with the Department of Immigration, the E-gates vendor's
support and maintenance service level was monitored to ensure the standards for arriving
passenger immigration processing were met.

In support of the Authority’s retained government services, the Authority’s Aerodrome
Development and Technical Services section executed several initiatives. This included the access
ladder leading to the air traffic control (ATC) tower roof, which was replaced in July 2022 to
maintain a safe means of servicing the radio and lighting equipment. Additionally, in November
2022, work began on refurbishing the ATC building offices. Activities included replacing the ceiling
in the manager’s office and converting a storage room into a break room and training area for ATC
staff. The Authority also prioritized several security projects focusing on critical infrastructure as
part of ongoing compliance with international regulations and overall best practices for aviation
security. These vital upgrades included perimeter security fencing and repairs, as well as the
installation of CCTV and a door access control system.

| BAA Annual Report



Guaranteed Minimum Regulated Revenue (GMRR) Payments

GMRR Net Payments from BAA to Skyport
Under the 30-year concession agreement with

Skyport, on behalf of the Government, the Airport

Authority is obligated to guarantee a minimum FY 2020 - 2021 516,815,000

revenue to Skyport if there is a shortfall in the
regulated revenues collected from airlines and other FY 2021 - 2022 $19,255,923
airport operational entities. This payment provision

was first activated in The fiscal year ended on 31

FY 2022 - 2023 10,400,267
March 2021, and the regulated revenues that Skyport >

collected were significantly reduced because of

the COVID-19 pandemic. Payments in accordance with this obligation continued through fiscal
2022/23. However, the beginning of post-pandemic recovery in passenger numbers and aviation
activity, as shown below, resulted in a decrease of 49% in the payments made by the Authority to
Skyport in fiscal 2022/23 compared to the prior year. Whereas in previous years, Skyport returned
funds to the Authority shortly after the end of the calendar year, representing the excess over
Skyport’s senior debt service payments for the upcoming 12 months. No funds were returned
shortly after December 2022, as the amount in the Guaranteed Revenue Reserve Account did not
exceed the senior debt service for the upcoming 12 months (calendar 2023). Despite the lack of
funds returned to the Authority in fiscal 2022/23, on a net basis, the Authority's payments less
funds returned by Skyport decreased from $19,255,923 in fiscal 2021/22 to $10,400,267 in fiscal
2022/23.
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Energy Usage

The Authority directed efforts toward reducing energy costs by focusing on energy consumption
in the old terminal building and overseeing efficient energy use in the new terminal building.
The emphasis at the old terminal involved managing Skyport’s relocation of the remaining
tenants still occupying that building to other airport premises, along with migrating critical IT
systems infrastructure to the new terminal building to further reduce energy consumption in
the old terminal. Initiatives also focused on separating the metering of energy usage to support
the external plants and infrastructure, ensuring that energy costs could be accurately allocated
between the old terminal, new terminal, and aerodrome.




BERMUDA
Airport Authority
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Airport Service Delivery,
Air Navigation & Regulated
Activities

Following the relaxation of the Government of Bermuda’s emergency measures regarding the
COVID-19 pandemic, the Airport Authority implemented a hybrid return to the workplace starting in
October 2022. With the pandemic still fresh in memory, the Authority aimed to maintain a degree
of adaptability in operational work requirements while also providing employees with individual
flexibility in their work habits. Employees whose roles required their presence at the workplace
continued to attend as they had throughout the pandemic. Those capable of remote work adopted
a mixed remote/in-person work arrangement.

Airport Service Delivery Unit and Regulated Activities account for the largest share of the Airport
Authority’s operations and annual budget, and include:

e Bermuda Weather Service

e Air Traffic Control

e Air Traffic Engineering

e Airport Maintenance Services

e Aeronautical Information Services
e Airport Rescue and Fire Fighting

Bermuda Weather Service

Providing national weather services and aviation meteorological services remains at the core of
the Bermuda Weather Service (BWS). Although the number of named storms was average, the
2022 Atlantic hurricane season proved to be the third costliest season on record for the region,
with Bermuda feeling the impact of three named storms during that period — tropical storm Alex
and hurricanes Earl and Fiona. The BWS issued watches and warnings for each of the storms, with
Fiona, a strong Category 3 hurricane when passing Bermuda, causing almost 30,000 homes to lose
their BELCO power supply. The BWS is also now exploring a more robust solution for receiving the
Atlantic’s GOES satellite data after the same storm destroyed its existing satellite dish.

In February 2023, Ms. Michelle Pitcher replaced Dr. Mark Guishard as the BWS Director. Michelle

brings to BWS fifteen years of experience as a meteorological forecaster in Bermuda, along with over
five years in the BWS Deputy Director role.
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Air Traffic Control Services

Air traffic levels continued to recover at LF Wade International Airport following the COVID-19
pandemic. At 80% of pre-COVID numbers, fiscal 2022/23 levels compared favorably with global
trends and met industry expectations for Bermuda.
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A technological innovation was implemented in October 2022 to enhance the safety of vehicles and
aircraft operating in the aerodrome maneuvering area during the intervals when the ATC Tower is
without personnel . This involved coupling the radio frequency of vehicle operators with the aircraft
Common Traffic Advisory Frequency (CTAF) to improve awareness for aircraft and vehicle operators
during nighttime.
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Air Traffic Engineering Services

The Air Traffic Engineering (ATE) team operates and maintains critical systems at the LFWIA in
support of air navigation and aerodrome ground operations. The ATE section also supports the
installation, as well as preventative and corrective maintenance of various aviation meteorological
systems, including airfield instruments and sensors that measure wind speed and direction,
atmospheric pressure, air temperature, horizontal visibility, cloud coverage, and precipitation.

Key Performance Indicators (KPIs) for ATE activities include availability, or ‘up time’, of the systems

for which the team is responsible. Notable KPIs, which exclude ‘down time’ due to planned
maintenance, include the availability of the following systems below.

Weather Radar

Automatic Weather Observing System (AWOS)
Instrument Landing System (ILS)

Remote Communications Air to Ground (RCAG)

VHF Omni-directional Radio Range (VOR)

Secondary Surveillance Radar (SSR) MODE-S

0.

o

% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0% 70.0% 80.0% 90.0% 100.0%

M Available m Unavailable

In order for the US Federal Aviation Administration (FAA) to provide an approach and enroute air
traffic control service within the Bermuda Oceanic airspace the FAA has located a number of air
traffic management systems at the LFWIA which are operated and maintained by the Authority’s
ATE team. As part of a preventative maintenance programme, in November 2022, a back-up battery
bank was replaced for the VOR/DME navigational aid, which will ensure continued operation in the
event of a utility power outage. In March 2023 the ATE team assisted the FAA with replacement

of the rotary joint component of the FAA’s Secondary Surveillance Radar system at the Authority’s
Southside site.

To verify operational compliance, navigational aids require periodic airborne inspections, which,
in Bermuda, are conducted by the FAA using their flight inspection team based in Oklahoma City,
USA. In July 2022, a successful inspection was completed for the FAA’s VOR/DME navigational aid,
and through a long-standing agreement with the FAA, the team also completed a successful flight
inspection of the Authority-owned Instrument Landing System (ILS).

A Memorandum of Cooperation has been in effect between the FAA and the Airport Authority
for almost thirty years, prescribing the responsibilities for both parties in ensuring that the FAA
equipment in Bermuda is maintained in a serviceable condition. As part of their oversight of
the Air Traffic Engineering team’s responsibilities, representatives from the FAA International
Office completed a successful site visit from 19-21 July 2022, during which not only were current
operations inspected, but also future technological innovations in their inventory of assets were
reviewed.
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Airport Maintenance Services

Our Airport Maintenance Services (AMS) section is a small, skilled group that covers a lot of ground.
The LFWIA comprises over 500 acres, spanning from Cooper’s Island in the east to the west side of
St. David’s Island. The AMS team is collectively responsible for maintaining gates, fences, and signage
at all Airport Authority sites, along with general facilities management. They also manage vegetation
and pest control, ensuring HVAC systems run smoothly at all our sites — critical for keeping some

of our systems operational. The AMS team maintains infrastructure and equipment, as well as
servicing the Authority’s vehicle fleet. The provision of back-up electrical power systems is regulated
for certain air navigation systems at the aerodrome, and the AMS maintains and regularly tests our
inventory of fixed and portable electrical generators.

Bermuda experienced an island-wide BELCO utility power outage in February 2023. During this
event, back-up generators for all systems managed by the Authority activated on demand. All
planned preventive maintenance was successfully completed for the Authority’s engine generator
assets during the period. Utility power outages at the LFWIA are not uncommon, and the following
outages were reported for the period.

Aeronautical Information Services

The International Civil Aviation Organisation (ICAO) is driving an initiative for member states

to transition from the currently provided paper-based Aeronautical Information Service (AIS)
requirements to a data-centric Aeronautical Information Management (AIM) environment. To
support this transition, the Airport Authority has engaged an international AIM contractor for

an initial three-year period to implement phase one of the transition plan, which will include
developing a formatted database of all Bermuda aeronautical data and charting information,
reviewing and updating the published instrument flight procedures used at LF Wade International
Airport, and providing the Airport Authority with the capability to amend and publish its own
Aeronautical Information Publication (AIP).

Airport Rescue & Fire Fighting Services

The Airport Authority is legally responsible for providing airport Rescue and Fire Fighting Services
(RFFS) at the LFWIA, which is accomplished through an agreement with the Bermuda Fire and
Rescue Service (BFRS). Following a February 2022 audit of RFFS, it was determined that minimum
duty strength numbers need to be increased to comply with current aviation regulations. To achieve
prompt compliance and maintain regular aviation operations at the LF Wade International Airport,
fully trained overseas RFFS staff were recruited in October 2022 for a one-year period, allowing time
for the recruitment and training of a sufficient number of local firefighters.

The United Nations Preparatory Commission for the Comprehensive Nuclear-Test-
Ban Treaty Organization (CTBTO)

The CTBTO plays an essential role in the international nuclear arms control and disarmament
framework by monitoring nuclear arms testing globally through the establishment of over 330
seismic, infrasound, hydroacoustic, and radionuclide measuring stations. The Airport Authority has
an agreement with CTBTO to operate and maintain an infrasound station in Bermuda comprising
four separate listening sites. In October 2022, in collaboration with French contractor Enviroearth,
the Airport Authority managed the replacement of the Wind Noise Reduction System (WNRS) for all
four infrasound sites, ensuring the reliability and accuracy of the data continuously transmitted to
the CTBTO’s International Monitoring System in Vienna, Austria.
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Community Support

Through the arrangement with the Bermuda Institute of
Ocean Sciences (BIOS) to produce a climate change report, the
Airport Authority supported the final installment of the report
in February 2022 entitled " Climate Change and Bermuda

— Part Il Impacts and Societal Risk. " The project aligns with
the Airport Authority’s strategic objective to develop more
climate-related services within BWS for the benefit of the
public. Dr. Mark Guishard, the former BWS Director and also
an adjunct faculty member at BIOS, authored the report,
which highlights some of the potential impacts that climate
change will pose on life in Bermuda.

Climate Change
and Bermuda

Part |l

Impacts and Societal Risk
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Management’s Responsibility for the Financial Statements

These financial statements have been prepared by management, who are responsible for the
reliability, integrity and objectivity of the information provided. The preparation of financial
statements necessarily involves using management’s best estimates and judgments, where
appropriate.

Management is responsible for maintaining a comprehensive system of accounting records,
internal controls, policies and management practices, designed to provide reasonable assurance
that transactions are properly authorized and in compliance with legislation, assets are
safeguarded, and reliable financial information is available on a timely basis.

The Bermuda Airport Authority’s Board of Directors through the Finance Committee, are
responsible for ensuring that management fulfills its responsibility for financial reporting and
internal controls. The Finance Committee meets periodically with management to discuss matters
relating to financial reporting, internal control and audits. The Finance Committee also reviews
the financial statements before recommending approval by the Board of Directors. The financial
statements have been approved by the Board of Directors and have been examined by the Office
of the Auditor General.

The accompanying Independent Auditor’s Report is presented herein.

IR b |

Mr. Lester Nelson Mrs. Julie Grant
Chief Executive Officer Chief Financial Officer
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Office of the Auditor General
Reid Hall, Penthouse

3 Reid Street

Hamilton HM 11, Bermuda

Tel: (441) 296-3148

Fax: (441) 295-3849
Email: oag@oagbermuda.bm
Website: www.oagbermuda.bm

INDEPENDENT AUDITOR’S REPORT

To the Minister of Tourism, Transport, Culture and Sport
Opinion

I have audited the financial statements of the Bermuda Airport Authority, which comprise the statement of
financial position as at March 31, 2023, and the statements of operations and accumulated surplus, change in net
debt and cash flows for the year then ended, and notes to the financial statements, including a summary of
significant accounting policies.

In my opinion, the accompanying financial statements present fairly, in all material respects, the financial position
of the Bermuda Airport Authority as at March 31, 2023, and the results of its operations, changes in its net debt
and its cash flows for the year then ended in accordance with public sector accounting standards generally accepted
in Bermuda and Canada.

Basis for Opinion

I conducted my audit in accordance with auditing standards generally accepted in Bermuda and Canada. My
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Financial Statements section of my report. I am independent of the Bermuda Airport Authority in accordance
with the ethical requirements that are relevant to my audit of the financial statements in Bermuda, and I have
fulfilled my other ethical responsibilities in accordance with these requirements. I believe that the audit evidence
I have obtained is sufficient and appropriate to provide a basis for my opinion.

Emphasis of matter - comparative information

I draw attention to Notes 18 and 19 of the financial statements, which describe the restatement of the comparative
financial information for the year ended March 31, 2022. My opinion is not modified in respect of this matter.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
public sector accounting standards generally accepted in Bermuda and Canada, 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.

In preparing the financial statements, management is responsible for assessing the Bermuda Airport Authority’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Bermuda Airport Authority
or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Bermuda Airport Authority’s financial
reporting process.

| BAA Annual Report
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Auditor’s Responsibilities for the Audit of the Financial Statements

My objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes my opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with auditing standards generally accepted in Bermuda and Canada will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

As part of an audit in accordance with auditing standards generally accepted in Bermuda and Canada, I exercise
professional judgment and maintain professional skepticism throughout the audit. I also:

e Identify and assess the risks of material misstatement of the financial statements (whether due to fraud or
error), design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for my opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than from one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations or the override of internal control.

e Obtain an understanding of internal control relevant to the audit 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 Bermuda Airport Authority’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

e Conclude on the appropriateness of management's use of the going-concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Bermuda Airport Authority’s ability to continue as a going concern. If
I conclude that a material uncertainty exists, [ am required to draw attention in my auditor's report to the
related disclosures in the financial statements or, if such disclosures are inadequate, to modify my opinion.
My conclusions are based on the audit evidence obtained up to the date of my auditor's report. However,
future events or conditions may cause the Bermuda Airport Authority to cease to continue as a going
concern.

e Evaluate the overall presentation, structure and content of the financial statements (including the
disclosures), and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

I communicate with those charged with governance regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that I identify
during the audit.

I also provide those charged with governance with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on my independence and, where applicable, related safeguards.

A further description of the auditor's responsibilities for the audit of the financial statements is located at the
Office of the Auditor General website at: www.oagbermuda.bm. This description forms part of our auditor's
report.

Hamilton, Bermuda Heather Thomas, CPA, CFE, CGMA
April 22,2025 Auditor General
| BAA Annual Report



BERMUDA AIRPORT AUTHORITY
STATEMENT OF FINANCIAL POSITION

AS AT MARCH 31, 2023
(Expressed in Bermuda dollars)

FINANCIAL ASSETS
Cash and cash equivalents (Note 4)
Accounts receivable (Note 5)
Due from the Government of Bermuda (Notes 5 and 10)
Contractual recoveries (Notes 5 and 8)

TOTAL FINANCIAL ASSETS

LIABILITIES
Accounts payable and accrued liabilities
Due to the Government of Bermuda (Note 10)
Asset retirement obligation (Note 18)
Post-retirement benefit (Note 11b)
Deferred revenues (Notes 7 and 10)
Other non-current liability (Note 9)

TOTAL LIABILITIES
NET DEBT
NON-FINANCIAL ASSETS

Prepaid expenses and other assets
Tangible capital assets (Note 6)

TOTAL NON-FINANCIAL ASSETS
ACCUMULATED SURPLUS

Contractual Obligations, Recoveries and Contingencies (Note 8)

A

e
e

-

Chairman of the Board

Chief Executive Officer

2023 2022
$ $
Restated
(Notes
18 and 19)
12,675,167 12,642,145
276,744 144,800
19,926 3,200,507
934,521 766,443
13,906,358 16,753,895
4,778,700 6,802,783
1,699,637 1,074,692
1,345,920 1,345,920
1,409,025 -
1,504,329 731,475
394,439,855 373,477,311
405,177,466 383,432,181
(391,271,108) (366,678,286)
422214 339,878
420,387,615 422,816,741
420,809,829 423,156,619
29,538,721 56,478,333

16th April 2025

Date

16th April 2025

Date

The accompanying notes are an integral part of these financial statements.
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BERMUDA AIRPORT AUTHORITY
STATEMENT OF OPERATIONS AND ACCUMULATED SURPLUS

FOR THE YEAR ENDED MARCH 31, 2023
(Expressed in Bermuda dollars)

Budget Actual Actual
2023 2023 2022
$ $ $
Restated
(Note 15) (Notes
18 and 19)

REVENUES

Foregone revenues (Note 3) 45,102,716 45,311,394 37,318,794

Government of Bermuda grants (Notes 7 and 10) 31,400,000 18,514,831 33,404,911

Other revenues 651,703 813,277 583,769
TOTAL REVENUES 77,154,419 64,639,502 71,307,474
EXPENSES

Terminal operating cost contribution (Note 3) 33,026,845 34,516,715 33,401,543

Financing charges (Note 3) - 25,479,831 24,033,318

Amortisation of tangible capital assets (Note 6) - 9,033,584 8,933,978

Minimum regulated revenue guarantee

(Notes 3 and 8) 11,000,000 7,219,686 18,506,654

Retained services (Note 3) 6,218,194 5,437,202 5,438,997

General and administrative (Note 13) 3,615,206 3,647,350 3,398,513

Energy subsidy (Note 3) 2,806,750 3,035,329 3,068,633

Air service development (Notes 8 and 16) 5,580,000 1,678,295 1,422,110

Post-retirement benefit obligation (Note 11b) - 1,409,025 -

Redevelopment consultants 864,550 122,097 372,166
TOTAL EXPENSES 63,111,545 91,579,114 98,575,912
(DEFICIT) OPERATING SURPLUS 14,042,874 (26,939,612) (27,268,438)
ACCUMULATED SURPLUS, BEGINNING OF
YEAR 56,478,333 83,746,771
ACCUMULATED SURPLUS, END OF YEAR 29,538,721 56,478,333

The accompanying notes are an integral part of these financial statements.
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BERMUDA AIRPORT AUTHORITY
STATEMENT OF CHANGE IN NET DEBT

FOR THE YEAR ENDED MARCH 31, 2023
(Expressed in Bermuda dollars)

(Deficit) operating surplus

Net additions to tangible capital assets (Note 6)
Amortisation of tangible capital assets (Note 6)
Change in prepaid expenses and other assets

Recognition of asset retirement obligation (Note 18)

Change in net debt

NET DEBT, BEGINNING OF YEAR

NET DEBT, END OF YEAR

Budget Actual Actual
2023 2023 2022
$ $ $
Restated
(Note 15) (Notes
18 and 19)
14,042,874 (26,939,612) (27,268,438)
(2,000,000) (6,604,458) (1,447,943)
- 9,033,584 8,933,978
- (82,336) 18,677
- - (1,345,920)
12,042,874 (24,592,822) (21,109,646)

(366,678,286)

(345,568,640)

(391,271,108)

(366,678,286)

The accompanying notes are an integral part of these financial statements.
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BERMUDA AIRPORT AUTHORITY
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED MARCH 31, 2023
(Expressed in Bermuda dollars)

CASH FLOWS FROM OPERATING ACTIVITIES

Operating (deficit)

Adjustments made for:
Amortisation of tangible capital assets

Changes in non-cash working capital:
(Increase) decrease in accounts receivable
Decrease (increase) in due from the Government of Bermuda
Increase in contractual recoveries
(Increase) decrease in prepaid expenses and other assets
Decrease in accounts payable and accrued liabilities
Increase in post-retirement benefit obligation
Increase in due to the Government of Bermuda
Increase (decrease) in deferred revenues
Increase in other non-current liability

Net cash provided by (used for) operating activities

CASH FLOWS FROM CAPITAL ACTIVITIES
Net additions to tangible capital assets

Net cash used for capital activities

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS, END OF YEAR

2023 2022
$ $
Restated
(Notes
18 and 19)
(26,939,612) (27,268,438)
9,033,584 8,933,978
(131,944) 71,871
3,180,581 (3,180,581)
(168,078) (168,078)
(82,336) 18,677
(2,024,083) (116,521)
1,409,025 -
624,945 707,753
772,854 (205,378)
20,962,544 21,202,645
6,637,480 (4,072)
(6,604,458) (1,447,943)
(6,604,458) (1,447,943)
33,022 (1,452,015)
12,642,145 14,094,160
12,675,167 12,642,145

The accompanying notes are an integral part of these financial statements.
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BERMUDA AIRPORT AUTHORITY
NOTES TO FINANCIAL STATEMENTS

MARCH 31, 2023

OPERATIONS

The Bermuda Airport Authority (the “Authority”’) was established as an authority under the Bermuda Airport
Authority Act 2017 (the “Act”) on March 2, 2017. The principal functions and powers of the Authority, as set out
in Part 2, Section 4 of the Act, are to oversee the administration, maintenance, management, operations and
redevelopment of the L.F. Wade International Airport (the “Airport”; Note 3).

The Authority has direct responsibility for Retained Services at the Airport, which include air traffic control,
airspace communications, navigation and surveillance, meteorological services, ground electronics and airport
rescue and firefighting services. The Authority is also responsible for ensuring compliance with international
aviation safety and regulatory requirements and for regulating passenger fees, aircraft servicing fees and other
ancillary service fees associated with Airport operations.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Pursuant to standards established by the Public Sector Accounting Board ("PSAB") of the Chartered Professional
Accountants of Canada, the Authority is classified as an “other government organization” and has adopted policies
appropriate for the classification. The accounting policies considered particularly significant are set out as follows:

(a) Basis of accounting

These financial statements have been prepared by management in accordance with Public Sector Accounting
Standards generally accepted in Bermuda and Canada and reflect the results of operations for the years ended
March 31, 2023 and 2022. These financial statements have been prepared on a going concern basis.

(b) Measurement uncertainty

Management is required to make estimates and assumptions that affect the reported amounts of assets and
liabilities, and the disclosure of contingent assets and liabilities, at the date of the statement of financial position,
and the reported amounts of revenues and expenses during the year. Significant areas requiring the use of
management estimates and assumptions include (i) determining the appropriate inputs to the financial model
used to derive the imputed liabilities incurred and revenues foregone under the terms of a multi-year public
private partnership agreement (Note 3); (ii) evaluating the useful life of tangible capital assets; (iii) estimating
the allowance for the provision of doubtful accounts receivable; (iv) estimating pension obligation and
retirement benefits; and (v) estimating environmental obligations. Actual amounts could differ from these
estimates.

(c) Cash and cash equivalents

Cash includes cash on hand and held in banks. The Authority considers all time deposits with an original
maturity of 90 days or less and short-term securities readily convertible to known amounts of cash as equivalent
to cash.

(d) Financial instruments

The Authority’s financial instruments consist of cash and cash equivalents, accounts receivable, contractual
recoveries, accounts payable and accrued liabilities, and amounts due from and to the Government of Bermuda.
All financial instruments are measured at cost or amortised cost using the effective interest method, less any
impairment losses on financial assets.

Management assesses impairment of accounts receivable balances, based on historical collection experience
with each customer (Note 5), and makes an allowance for impairment when necessary.
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BERMUDA AIRPORT AUTHORITY

NOTES TO FINANCIAL STATEMENTS

MARCH 31, 2023

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(e) Non-financial assets

)

Non-financial assets are not available to discharge existing liabilities and are held for use in the provision of
services. Prepaid expenses and other assets relate primarily to deferred costs for contracts which extend beyond
the current year. Tangible capital assets have useful lives extending beyond the current year and are not intended
for sale in the ordinary course of operations.

Tangible capital assets and amortisation

Tangible capital assets are recorded at cost which represents fair value, except in circumstances where fair
value cannot be reasonably determined, in which case they are recognized at an estimated fair value. Fair value
is interpreted to mean the price a willing market participant would pay for an equivalent infrastructure asset
with the same service potential and risk profile.

Costs include amounts that are directly attributable to acquisition, construction, development or betterment of
the asset. The costs, less residual value, of the tangible capital assets are amortised on a straight-line basis over
their estimated useful lives as follows:

New airport terminal 50 years
Other buildings and structures 10-20 years
Leasehold improvements 20-40 years
Leasehold improvements — old terminal up to 3 years
Furniture and fixtures 7 years
Vehicles, machinery and equipment 5 years
Computer equipment and software 3 years

Assets under development are included in tangible capital assets as construction in progress and are not
amortised until the asset is available for productive use. Amortisation of tangible capital assets is charged from
the first day of the month following the date of acquisition, completion or placement into service of the asset.

Contributions of tangible capital assets

Tangible capital assets received as contributions are recorded at their fair value at the date of receipt and also
are recorded as revenue.

Methods used for determining the cost of each major category of tangible capital assets

The financial information recorded includes actual or estimated historical cost of the tangible capital assets.
Tangible capital assets are carried at the lower of cost less accumulated amortisation and estimated net
recoverable value. If cost is greater than the estimated net recoverable value, an impairment provision is
recorded. Impairment provisions are determined on a specific asset basis and are recognised in the statement of
operations in the year they become known.

Government of Bermuda grants
Government contributions are the major source of operating revenue for the Authority. Restricted contributions

are deferred and recognised as revenue in the year in which the related expenditures are incurred. Unrestricted
contributions are recognised as revenue when received.
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BERMUDA AIRPORT AUTHORITY

NOTES TO FINANCIAL STATEMENTS

MARCH 31, 2023

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(2

(h)

@

0

Asset Retirement Obligations (ARO)

Public Sector Accounting Standard PS 3280 Asset Retirement Obligations came into effect on April 1, 2022.
This new accounting standard provides guidance on the reporting of legal obligations associated with the
retirement of tangible capital assets.

An asset retirement obligation is recognized when, as at the financial reporting date, all of the following criteria
are met:
e There is a legal obligation to incur retirement costs in relation to a tangible capital asset;
The past transaction or event giving rise to the liability has occurred;
It is expected that future economic benefits will be given up; and
A reasonable estimate of the amount can be made.

The estimate of a liability would include costs directly attributable to asset retirement activities. Costs would
include post-retirement operation, maintenance and monitoring that are an integral part of the retirement of the
tangible capital asset. The estimate would include costs of tangible capital assets acquired as part of asset
retirement activities to the extent those assets have no alternative use.

The Authority adopted this new standard using the modified retroactive approach as at April 1, 2021. The
impact of the application is disclosed in Note 18.

Revenue recognition

Revenue is recorded when the services are performed, the airport facilities are utilised or the amounts are earned
pursuant to the related agreements, and collection is reasonably assured.

Foregone revenues represent all collected revenues generated by operations at the existing and new Airport
terminals, which are surrendered to Skyport in accordance with the Project Agreement as consideration for
costs incurred by Skyport to design, build, finance, operate and maintain the Airport over the term of the Project
Agreement (Note 3).

Terminal fee revenue is recognised as income in the year that passengers depart from the Airport. Landing fees
are generated principally from scheduled flights and non-scheduled commercial aviation and are recognised
when the airport facilities are utilised. Rentals and fees, vehicle parking revenue, aircraft and apron equipment
parking and other revenue are recognised when the airport facilities are utilised.

Other revenues are recorded on an accrual basis and recognised when earned.

Statement of re-measurement gains and losses

A statement of re-measurement gains and losses has not been presented as there were no re-measurement gains
or losses arising during the year.

Changes in accounting standards

Each year new standards and amendments to standards may be issued by the PSAB of the Chartered
Professional Accountants of Canada.

New standards implemented during the fiscal year ending March 31, 2023:

PS 3280 Asset Retirement Obligations - addresses the recognition, measurement and presentation of asset
retirement obligations in the public sector.
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BERMUDA AIRPORT AUTHORITY

NOTES TO FINANCIAL STATEMENTS

MARCH 31, 2023

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
(j) Changes in accounting standards (continued)

PS 1201 Financial Statement Presentation - sets out general and specific requirements for the presentation of
information in general purpose financial statements.

New standards effective for fiscal years beginning on or after April 1, 2023:

PS 3400 Revenue - addresses the recognition, measurement and presentation of revenues that are common in
the public sector.

PSG-8 Purchased intangibles - explains what a purchased intangible is and provides guidance on the
recognition of, accounting for, and classification of purchased intangible assets.

PS 3160 Public Private Partnerships — provides guidance for the recognition, measurement, presentation, and
disclosure of infrastructure procured through certain types of public-private partnership arrangements. This
standard was early adopted by the Authority on a prospective basis from April 1, 2020.

New standards effective for fiscal years beginning on or after April 1, 2026:

PS 1202 Financial Statement Presentation - sets out general and specific requirements for the presentation of
information in general purpose financial statements.

The Conceptual Framework for Financial Reporting in the Public Sector - replaces the conceptual aspects of
Section PS1000, Financial Statement Concepts, and Section PS1100, Financial Statement Objectives.

The Authority does not intend to adopt the new standards prior to the effective dates. The impact that these
standards will have on the financial statements is yet to be assessed .

L.F. WADE INTERNATIONAL AIRPORT REDEVELOPMENT

On March 15, 2017 (the “effective date”), the Government of Bermuda (the “Government”) entered into a Public
Private Partnership Agreement (the ‘“Project Agreement” or the “Agreement”) with the Canadian Commercial
Corporation (“CCC”) and affiliates of Aecon Group Inc. (collectively, the “Project Partner”) to redevelop the
Airport, including the construction of a new airport terminal (the “Project”).

The Project Partner assigned its obligations under the Project Agreement to a special purpose vehicle, Bermuda
Skyport Corporation Limited (“Skyport”), which has been established for the purposes of completion of the Project.
The Government has assigned its responsibilities under the Agreement to the Authority. Under the terms of the
Agreement, Skyport is to design, build, finance, operate and maintain the Airport for a period of 30 years from the
date the concession commences.

On March 14, 2020, Skyport issued a Supervening Event Notice (“SEN”) to the Authority claiming that a Force
Majeure Event (“FME”) had arisen from the outbreak of the novel coronavirus (“COVID-19”). The Authority has
agreed that COVID-19 constitutes a FME under the terms of the Project Agreement (Note §).

As a result of the impact of the COVID-19 pandemic, the operations and profitability of Skyport were negatively
impacted by the significantly reduced level of revenues from airport traffic. Schedules for the supply, delivery,
installation, testing and commissioning of equipment, and the commencement of operations, at the new air terminal
building had to be revised to reflect new timelines once the initial situation stabilised and commercial airline traffic
at the Airport was again authorised in July 2020. As a result, substantial completion of the construction activities
and the planned opening of the new air terminal building were delayed until September 25, 2020 and December 9,
2020 respectively.
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BERMUDA AIRPORT AUTHORITY
NOTES TO FINANCIAL STATEMENTS

MARCH 31, 2023

L.F. WADE INTERNATIONAL AIRPORT REDEVELOPMENT (continued)

Under the terms of the Project Agreement, the Authority retains ownership of the Airport, and the land and facilities
are leased to Skyport for a 30-year term, commencing from the effective date of the Agreement. At the end of the
lease term, the land, assets and operation of the Airport will transfer back to the Authority. The Airport’s new
facilities will become the property of the Authority upon expiry or early termination of the lease, without any
payment.

Skyport raised financing for the Project through a combination of senior debt and equity, with at least 35% of the
latter being held by the Project Partner. If the new terminal was not completed by the agreed July 2020 completion
date, the Project Partner would have been liable to pay damages of between $5,000 and $15,000 per day of delay.
Although substantial completion of the new terminal was not achieved by the originally scheduled date, Skyport
was entitled to claim relief by way of an extension of time due to the FME and no liability for damages was therefore
attributed to the Project Partner for the delay.

From the effective date of the Project Agreement through the end of the concession term, Skyport has sole
entitlement to the “Regulated Fees and Charges” (“foregone revenues”) and all other revenues from the operation
of the Airport, including terminal fees, landing fees and other Airport facilities utilisation and service fees. Skyport
has responsibility for Airport operations and maintenance, from the effective date of the Agreement until the end of
the concession term, in order to hand back the property in accordance with agreed standards.

Skyport receives all revenues, both regulated and unregulated, that are generated from the Airport operations during
this time and is responsible for the majority of Airport related expenses during this period, including employee
remuneration, debt service and maintenance costs. The excess of foregone revenues over capital expenditures,
maintenance expenses and interest expense incurred by Skyport is recognised in the statement of operations as an
operating cost contribution. The expense for the current year represents the annual amortisation on a straight-line
basis of the estimated total operating costs to be incurred over the remaining life of the contract. These estimates
and the resulting operating cost contribution are reassessed on an annual basis.

The Authority pays an “Energy Subsidy” to Skyport for electricity costs at the Airport and remains responsible for
certain Retained Services operating expenses and any related capital expenditure that previously fell under the remit
of the Government Department of Airport Operations (the “DAO”); including air traffic control operations,
meteorological services, airport fire and rescue services and ground electronics.

In accordance with PS 3160, the Authority determines the financing charges embedded in the financial liability
related to the project agreement for the purposes of expense recognition over the course of the arrangement. As the
implicit contract rate for the project agreement is not determinable, the weighted cost of capital (“WACC”) specific
to the arrangement is used by the Authority. The financing charges have been calculated using the WACC of 6.82%
(2022 — 6.82%) applied to the non-current liability balance brought forward each year.

Minimum regulated revenue guarantee

The Authority guarantees certain minimum levels of revenue to ensure sufficient liquidity is maintained by Skyport
on a quarterly basis to repay the Senior Debt incurred by Skyport to fund the project. As defined in the Project
Agreement, if the “Actual Regulated Revenues” (“ARR”) generated in any quarter are less than the Guaranteed
Minimum Regulated Revenue (“GMRR”) minimum guaranteed amount, the Authority is required to transfer an
amount equal to the difference into the Guaranteed Revenue Reserve Account (“GRRA”), a Skyport bank account
which has been opened for this purpose at Bank of New York Mellon (Notes 8 and 20).

Funds deposited into this account remain the property of the Authority until drawn by Skyport in accordance with
the Agreement. At the end of the “Revenue Guarantee Term”, which starts on the effective date and continues until
the final repayment of the Senior Debt, the balance of funds remaining in this account will be returned to the
Authority.
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MARCH 31, 2023

3. L.F. WADE INTERNATIONAL AIRPORT REDEVELOPMENT (continued)
Revenue sharing
The Authority, subject to certain conditions precedent which must be satisfied, will be entitled to a portion of the

amount by which ARR exceeds certain annual revenue sharing thresholds (Note 8).

The amounts recognised in these financial statements in connection with the Agreement are as follows:

2023 2022
$ $
Restated
(Note 19)
STATEMENT OF OPERATIONS
Foregone revenues 45,311,394 37,318,794
Terminal operating cost contribution (34,516,715) (33,401,543)
Financing charges (25,479,831) (24,033,318)
Minimum regulated revenue guarantee (7,219,686) (18,506,654)
Amortisation of tangible capital assets (8,565,159) (8,451,793)
Energy subsidy (3,035,329) (3,068,633)
STATEMENT OF FINANCIAL POSITION
Contractual recoveries 934,521 766,443
Tangible capital assets (Note 6) 416,441,040 418,694,724
Accounts payable (817,634) (4,609,740)
Other non-current liability (Note 9) (394,439,855) (373,477,311)
4. CASH AND CASH EQUIVALENTS
2023 2022
$ $

Cash at bank 12,399,414 9,989,917

Call account 272,253 2,648,728

Petty cash 3.500 3.500

Total cash and cash equivalents 12,675,167 12,642,145

The effective interest rate for Authority cash and cash equivalents was less than 0.01% at March 31, 2023 and 2022.

RECEIVABLES
2023 2022
$ $
Accounts receivable — retained services 276,744 144,800
Due from the Government of Bermuda (Note 10) 19,926 3,200,507
Contractual recoveries (Note 8) 934,521 766,443
Total receivables 1,231,191 4,111,750

During the year, no bad debts were provided for and no specific accounts were written off (Note 12b).
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6. TANGIBLE CAPITAL ASSETS

Other Vehicles, Computer
buildings  Leasehold Furniture machinery equipment
New and improve- and and and
Land terminal  structures ments fixtures equipment software Total
$ $ $ $ $ $ $ $
Year ended March 31, 2023
Cost
Opening
balance 1 421,806,055 4,250,657 14,442,814 186,814 297,942 554,835 441,539,118
Additions - 3,001,797 202,096 3,275,595 18,092 66,226 40,652 6,604,458
Closing balance 1 424,807,852 4,452,753 17,718,409 204,906 364,168 595,487 448,143,576
Accumulated amortisation
Opening
balance - 10,678,430 817,569 6,637,543 57,117 121,439 410,279 18,722,377
Amortisation - 8,139,529 292,770 441,282 26,903 55,143 77,957 9,033,584
Closing balance - 18,817,959 1,110,339 7,078,825 84,020 176,582 488,236 27,755,961
Net book value 1 405,989,893 3,342,414 10,639,584 120,886 187,586 107,251 420,387,615
Other Vehicles, Computer
buildings  Leasehold Furniture machinery equipment
New and improve- and and and
Land terminal  structures ments fixtures equipment software Total
$ $ $ $ $ $ $ $
Year ended March 31, 2022
Cost
Opening
balance 1 418,111,712 4,109,826 17,050,579 186,814 198,556 433,687 440,091,175
Additions - 85,633 140,831 1,869,986 - 99,386 121,148 2,316,984
Adjustment - (869,041) - - - - - (869,041)
Transfers - 4,477,751 - (4,477,751) - - - -
Closing balance 1 421,806,055 4,250,657 14,442,814 186,814 297,942 554,835 441,539,118
Accumulated amortisation
Opening
balance - 2,538,094 540,837 6,310,134 30,429 77,016 291,889 9,788,399
Amortisation - 8,140,336 276,732 327,409 26,688 44,423 118,390 8,933,978
Closing balance - 10,678,430 817,569 6,637,543 57,117 121,439 410,279 18,722,377
Net book value 1 411,127,625 3,433,088 7,805,271 129,697 176,503 144,556 422,816,741

Land and other tangible capital assets transferred to the Authority from the DAO in 2018 were recorded on the
books of the Authority at a nominal value of $1.

During the year, capital expenditure of $3,001,797 (2022 — $85,633) was incurred by Skyport in relation to
construction of the new airport terminal.
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TANGIBLE CAPITAL ASSETS (continued)

Leasehold improvements includes construction in progress at existing airport facilities of $5,001,323 (2022 -
$1,725,709) incurred by Skyport. Other buildings and structures include construction in progress comprising
$140,402 (2022 — $19,692) incurred by the Authority.

The adjustments during the year ended March 31, 2022 for the New Terminal of ($869,041) resulted from ($30,488)
of reclassifications of Government Agency costs to other Skyport assets and ($838,553) revised final Phase 1
construction change order costs resulting in credit notes received during the year from the contractors to Skyport.

GOVERNMENT OF BERMUDA GRANTS

The Government provides non-refundable annual grants to the Authority to meet its operating expenses and to
purchase capital assets. The Authority is economically dependent on these contributions to enable it to fulfill its
mandate; including supplementary operating grants amounting to $7,219,686 (2022 — $18,506,654) required to meet
quarterly GRRA funding obligations under the Project Agreement (Notes 3 and 8). The total amount of grants
received for the year ended March 31, 2023 were $18,019,686 (2022 — $32,956,654) for operations and $1,268,000
(2022 - $242,879) for capital expenditures. Grant revenues for capital expenditure includes $228,724 (2022 —
$205,378) of previously deferred capital grant revenues (Note 10).

CONTRACTUAL OBLIGATIONS, RECOVERIES AND CONTINGENCIES

The Authority had a three-year contract with CI? Aviation (Bermuda) Limited (“CI*”), which expired on March 31,
2019, for the provision of certain Retained Services required at the Airport. Effective April 1, 2019, all remaining
Bermuda staff of CI? became direct employees of the Authority. The Authority has purchased additional Aviation
liability insurance coverage in respect of these Retained Services at a total annual cost of $587,750 (2022 -
$553,885). The Authority continues to withhold some payment of the final billings to CI?*for the period ended March
31,2019 (Note 12c¢).

Effective May 31, 2019, the Authority entered into an Amended and Restated Agency Procurement Principles
Agreement (the “APPA”) with Skyport, for the acquisition of certain equipment to be utilised by Government
agencies in the new air terminal building, at a total estimated cost of $3,500,000. Consideration in respect of this
agreement is by way of an incremental aviation security fee charged to airline passengers, and collected by Skyport,
commencing in September 2019.

Effective November 1, 2019, the Authority entered into a contract with Canadian Bank Note Limited, a Canadian
corporation, for the manufacture, delivery, installation, commissioning and annual maintenance of an automated
passport control system and its integration with a new border management system (the “eGate Solution”) for use by
a Government agency in the new air terminal building, at a total estimated cost of $1,260,502.

A payment of $200,000 was due on delivery of the equipment and an additional payment of $200,000 was due on
satisfactory completion of installation, training and user acceptance testing of the eGate Solution in November 2020;
with the balance payable in five equal annual maintenance fee installments of $168,078 starting in December 2020.
These costs are to be recovered by the Authority from the incremental aviation security fees, annually in arrears,
once Skyport have recovered 100% of their APPA costs. As at March 31, 2023, cumulative costs incurred by the
Authority and recognized as contractual recoveries amounted to $934,521 (2022 - $766,443) (Note 3).

The magnitude of the impact of COVID-19 on the financial obligations of the Authority to Skyport under the terms
of the Project Agreement remains uncertain, however the Minimum Revenue Guarantee provisions have been
triggered and the Authority is required to fund the GRRA for any resulting shortfall in ARR collected by Skyport
below the quarterly GMRR (Note 3).
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CONTRACTUAL OBLIGATIONS, RECOVERIES AND CONTINGENCIES (continued)

At the end of any quarterly reporting period, if the GRRA balance exceeds the forecast Skyport Senior Debt Service
obligations for the forthcoming twelve months, the funding requirement for that quarter will be suspended. During
the year ended March 31, 2023, the Authority transferred a total of $10,400,267 (2022 — $20,219,717) to the
GRRA in respect of the ARR shortfall for the calendar year ending December 31, 2022 and was reimbursed $nil
(2022 — $963,794) from the account. Skyport withdrew a total of $7,100,000 (2022 — $18,163,000) from the GRRA,
leaving a net balance of $13,072,892 in the account at the end of the fiscal year. Skyport have reported a total of
ARR shortfall of $351,534 for the calendar year ended December 31, 2023.

Effective September 25, 2020, the Authority entered into an air service development agreement with a carrier, with
U.K. based airlift (Note 16). This agreement requires the Authority to make service fee credit payments, semi-
annually in arrears, in support of regularly scheduled airlift from the U.K for the period commencing March 28,
2021 and ending April 30, 2025.

On December 21, 2020, Skyport gave notice to the Authority that it had obtained Airport property windstorm
insurance coverage for less than the full replacement value of all property as required under the terms of the PA.
Effective September 24, 2021, the Authority purchased annual property excess of loss windstorm insurance
coverage at a cost of $1.63 million, to increase the limit to the full replacement value of $393 million. This expired
in September 2022.

Skyport reimbursed the Authority in full for the cost of this additional insurance coverage, until such time as an
Independent Expert (“IE”) can determine whether this additional coverage exceeds a prudent coverage amount
(“PCA”). The Authority will be liable to reimburse Skyport for the portion of premium costs relating to any coverage
limits above the PCA determined by the IE.

The Authority has sought legal and insurance advice on the windstorm insurance matter. Under the terms of the
PA, to the extent that damage or destruction occurs to the Leased Premises or Airport Operation Equipment and the
cost of the required repair, replacement or restoration exceeds the minimum amount of insurance coverage required
under the PA, the responsibility to pay such excess is the sole responsibility of Skyport. Ifthe Leased
Premises and Airport Operations Equipment are completely or substantially destroyed and the cost to repair,
replace or restore exceeds the minimum amount of coverage required under the PA, then either party may, by notice
to the other party, terminate the PA in which case, the Authority must pay compensation to Skyport in
accordance with the PA’s provisions for No-Fault Termination.

During the term of the Project Agreement, a contingent asset may arise for the Authority under certain revenue
sharing provisions of the Agreement. Where all the conditions precedent are deemed to be met, the Authority will
be entitled to 50% of the amount by which Actual Regulated Revenues exceed certain annual revenue thresholds,
as defined in the Agreement. As at March 31, 2023, all the conditions have not been met and no contingent asset
has been recognised or disclosed.

OTHER NON-CURRENT LIABILITY

Other non-current liability of $394,439,855 (2022 Restated - $373,477,311) comprises the Authority’s obligation
to Skyport, for the fair value of the new airport terminal and other related leasehold improvements, under the terms
of the Project Agreement (Note 3). The liability is reduced by the amount of the foregone revenues to Skyport from
airport operations, including actual regulated and unregulated revenues, less financing charges and operating costs
incurred, which the Authority recognises over the life of the Project.
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9. OTHER NON-CURRENT LIABILITY (continued)

The Authority’s non-current liability for the project agreement is as follows:

2023 2022
$ $

Restated

(Note 19)
Opening balance 373,477,311 352,274,666
Foregone revenues (45,311,394) (37,318,794)
Terminal operating cost contribution 34,516,715 33,401,543
Financing charges 25,479,831 24,033,318
Capital expenditure 6,277,392 1,086,578
Closing balance 394,439,855 373,477,311

10. RELATED PARTY TRANSACTIONS

The Authority is related to all Government departments, ministries, agencies, funds and quasi-autonomous non-
governmental organisations under the common control of the Government. Also, the Authority is related to
organisations that the Government jointly controls or significantly influences.

The Authority enters into transactions with these entities in the normal course of business and such transactions are
measured at the exchange amount which is the amount of consideration established and agreed by the related parties.

2023 2022
$ $
Transactions during the year
Revenue
Government of Bermuda grants 18,514,831 33,404,911
Expenses
Salaries, wages, employee benefits and related
Payroll tax 126,888 131,855
Social insurance 75,288 81,898
Work permit fees 13,384 5,156
Leasehold expenses 78,159 77,546
293,719 296,455
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10. RELATED PARTY TRANSACTIONS (continued)

2023 2022
$ $
Balances at end of year
Retained services costs receivable 19,031 19,031
Other 895 895
Government of Bermuda grant - 3,180,581
Due from the Government of Bermuda 19,926 3,200,507
Government of Bermuda grant 1,600,000 963,794
Payroll tax payable 99,637 110,898
Due to the Government of Bermuda 1,699,637 1,074,692
Deferred revenues 1,504,329 731,475

Amounts due from/to the Government of Bermuda are unsecured, interest-free and with no fixed repayment terms.
Deferred revenues represent the unspent portion of current year grants committed for certain capital projects due to
be completed post year-end.

11. EMPLOYEE BENEFITS
a) Pension Plans

Employees participate in a company sponsored defined contribution plan. Contributions to this plan are required
equally from both the employee and the Authority at a rate of 5% of gross salary. These contributions represent the
total liability of the Authority and are recognised in the financial statements on the accruals basis. During the year, the
Authority’s contributions to the plan, as recorded in salaries, employee benefits and related costs were $225,495 (2022
- $246,105).

b) Post-employment benefits

The Authority revised its compensation package and introduced post-employment benefits to management effective
October 1, 2022. Subject to a minimum of five year’s continuous service immediately prior to retirement from the
Authority on the grounds of age, retired management employees aged 60 or older (excluding their spouse and
dependents) can elect to remain on the Authority’s health insurance plan post-retirement. The health insurance
premiums for the retirees are shared equally between the retiree and the Authority.

An actuarial calculation of the Authority’s Accrued Benefit Obligation (“ABQO”) for retirement benefits was performed

at the commencement of the benefit, for accounting purposes. Using various long-term assumptions, the estimates
were actuarially determined and are reflected in the financial statements.

| BAA Annual Report



37

BERMUDA AIRPORT AUTHORITY
NOTES TO FINANCIAL STATEMENTS

MARCH 31, 2023

11. EMPLOYEE BENEFITS (continued)
b) Post-employment benefits (continued)

The principal actuarial assumptions at the date of valuation:

Discount Rate

Claim and Insurance Premium Trend Rates

Retirement age

Mortality

The Authority’s liability for post-employment benefits is as follows

Balance, October 1, 2022 (inception)
Current service cost

Interest cost

Benefit payments

Change in discount rate

Balance, March 31, 2023

Summary of membership data for active members

Number

Average age

Average service
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March 31, 2023

5.75%

12.5% per annum
commencing in fiscal
2024 declining by 1%
per annum to an
ultimate rate of 4.5%

Later of age 62 and 5
years of service

Post retirement:
Canadian Pensioner
Mortality table
(CPM2014)

October 1, 2022
(inception)

6.25%

12.5% per annum
commencing in fiscal
2024 declining by 1%

per annum to an
ultimate rate of 4.5%

Later of age 62 and 5
years of service

Post retirement:
Canadian Pensioner
Mortality table
(CPM2014)

2023
$

1,156,133
103,668
37,686
(4,041)
115,579

1,409,025

2023
12
50.6 years
3.3 years
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11. EMPLOYEE BENEFITS (continued)

¢) Compensated absences

Compensated absences include maternity leave, paternity leave, sick leave and vacation days. All of these benefits are

unfunded. Vacation days accumulate and vest and therefore a liability is accrued each year. The accrued vacation

liability at March 31, 2023 was $140,077 (2022 — $239,494) and is included in accounts payable and accrued

liabilities.

Maternity, paternity and sick leave do not accumulate or vest and therefore an expense and liability is only

recognised when applied for and approved. There were no maternity, paternity or sick leave benefits applied for or

approved during the current year (other than already completed maternity and sick leave) and therefore, no liability

has been accrued in the financial statements.
12. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

The Authority has designated its financial instruments as follows:

Financial assets
Cash and cash equivalents
Accounts receivable
Due from the Government
Bermuda
Contractual recoveries

Liabilities
Accounts payable and accrued
liabilities
Due to the Government of
Bermuda

2023
Carrying
value

$

12,675,167
276,744

19,926
934,521

4,778,700

1,699,637

2022
Carrying
value

$

12,642,145
144,800

3,200,507
766,443

6,802,783

1,074,692

The carrying values of cash and cash equivalents, accounts receivable, due from and to the Government of Bermuda,
contractual recoveries, and accounts payable and accrued liabilities approximate their fair value as they are short-

term in nature or can earn interest at market rates.
a) Interest rate risk
The Authority is not exposed to significant interest rate risk on its financial assets.

b) Credit risk

Credit risk arises from cash held with banks and other receivables. Credit risk associated with cash and cash

equivalents is minimized substantially by ensuring that these financial assets are invested with highly rated financial

institutions.
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12. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (continued)
b) Credit risk (continued)

The maximum exposure to credit risk for receivables at the reporting date is represented by the carrying values on
the statement of financial position. The Authority continually monitors receivables and establishes an allowance for
impairment as needed that represents its estimate of incurred losses in respect of accounts receivable. The aging of
these receivables at the reporting date was:

Current to Past 60 Past 90
past 30 days days days Total
$ $ $ $
As at March 31, 2023
Contractual recoveries - - 934,521 934,521
Accounts receivable 173,712 65,005 38,027 276,744
Due from the Government of Bermuda - - 19,926 19,926
Total receivables 173,712 65,005 992,474 1,231,191

There have been no significant changes during the year in exposure to risk or policies, procedures and methods used
to measure the credit risk.

¢) Liquidity risk

Liquidity risk is the risk that the Authority will encounter difficulties meeting its financial obligations as they
become due. The Authority mitigates such risk by monitoring cash activities and projected outflows through
budgeting and maintaining liquid cash balances. Balances due within 12 months are met within the Authority’s
normal 30-day cycle of disbursements.

The following are contractual maturities of liabilities as at March 31, 2023:

Contractual cash flows

Carrying 12 months

Amount or less 1-2 years 2-5 years Total
$ $ $ $
Liabilities
Accounts payable and accrued
liabilities 4,778,700 4,778,700 - - 4,778,700
Due to the Government of Bermuda 1,699,637 99,637 1,600,000 - 1,699,637
Total liabilities 6,478,337 4,878,337 1,600,000 - 6,478,337
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12. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (continued)

¢) Liquidity risk (continued)

The following are contractual maturities of obligations as at March 31, 2023:

Contractual cash flows

Carrying 12 months
Amount or less 1-2 years 2-5 years Total
$ $ $ $
Obligations (Note 8)
Purchase of capital assets 825 825 - - 825
Retained services 345,663 162,454 138,696 44,513 345,663
Redevelopment consultants 459,521 204,641 254,880 - 459,521
Professional fees 128,025 45,495 82,530 - 128,025
Air Service Development 3,435,356 1,743,416 1,691,940 - 3,435,356
Communication 74,592 42,624 31,968 - 74,592
Office expenses, repairs and
maintenance 291,654 215,002 76,652 - 291,654
Total obligations 4,735,636 2,414,457 2,276,666 44,513 4,735,636

13. GENERAL AND ADMINISTRATIVE EXPENSES

There have been no significant changes during the year in exposure to risk or in policies, procedures and methods

used to measure the liquidity risk.

Salaries and employee benefits

Professional fees

Insurance

Office expenses, repairs and maintenance
Communication and information technology related
Rent and service charges

Other general and administrative

Meetings, travel and accommodation

Foreign exchange loss

14. CAPITAL MANAGEMENT

15.

Budget Actual Actual
2023 2023 2022
$ $ $
2,419,304 2,168,226 2,343,285
333,730 591,188 274,956
485,048 482,185 443,225
117,900 120,617 70,498
90,240 103,666 90,492
81,584 81,661 81,048
65,900 51,029 43,857
21,500 42,530 1,734
- 6,248 49,418
3,615,206 3,647,350 3,398,513

The Authority’s objective when managing capital is to hold sufficient accumulated surplus to enable it to withstand
negative unexpected financial events. The Authority seeks to achieve this objective through receipt of airport and
other revenues, grants from the Government and from operating surplus. The Authority is not subject to any

externally imposed capital requirements.

BUDGET

The 2023 budget amounts for foregone revenues and operating cost contribution are as per the Project Agreement
financial model. All other Budget amounts were approved by the Board on March 17, 2022 and funded by

Government grant contributions (Note 7).
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16. AIR SERVICE DEVELOPMENT

Effective September 25, 2020, the Authority entered into an air service development agreement with a carrier in
support of commercial airline service from a major U.K. international airport (Note 8). The Authority was liable
for a $400,000 deposit on signing of the agreement and an additional $403,000 on commencement of regular airline
service in March 2021. At March 31, 2023 the Authority was liable for accrued service fee credits totaling
$1,678,295 (2022 - $1,422,110).

Effective February 9, 2023, the Authority entered into an air service development agreement with a carrier, with
North American based airlift. This agreement requires the Authority to make payments, based on minimum revenue
guarantees in the contract, in support of regularly scheduled airlift from North America for the period commencing
February 9, 2023 and ending March 31, 2025. At March 31, 2023, there were no amounts due as a result of the
agreement.

17. COMPARATIVE FIGURES

Certain comparative figures for the year ended March 31, 2022 have been reclassified and restated to conform to
the current year’s presentation.

18. RETROSPECTIVE APPLICATION RESTATEMENT

Legal liabilities exist for the removal and disposal of asbestos and other environmentally hazardous materials within
the old Airport terminal building that will undergo major renovations or demolition in the future.

Skyport has not yet finalized its formal plan for the repurposing or demolition of the old airport terminal building,
with the scope currently under development. Under the terms of the APPA, the Authority would be responsible for
the full costs of any environmental remediation required once the project begins.

Since the old airport terminal building was retired in 2020 and is considered to have no future value, a reasonable
estimate of the fair value of the obligation has been recognized using the modified retroactive approach as at April
1, 2021. The obligation was measured at current cost as the timing of future cash flows cannot be reasonably
determined.

The following are the restatements as at April 1, 2021:
April 1, 2021

$
Accumulated Surplus, as previously stated 85,092,691
Asset Retirement Obligation (1,345,920)
Accumulated Surplus, as restated 83,746,771

The movement in asset retirement obligations are as follows:

$
Asset Retirement Obligation, April 1, 2021 1,345,920
Settlements during the year -
Asset Retirement Obligation, March 31, 2022 1,345,920
Settlements during the year -
Asset Retirement Obligation, March 31, 2023 1,345,920
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19. RESTATEMENT OF PRIOR PERIOD FINANCIAL STATEMENTS

During the year, management identified a material error in the recognition of the Authority’s public private
partnership agreement with the Project Partner for the redevelopment of the L.F. Wade International Airport in
accordance with PS 3160 — Public Private Partnerships. Also included in the table below is the effect of applying
PS 3280 — Asset Retirement Obligation disclosed per Note 18. These restatements have been applied in accordance

with Public Sector Accounting Standards.

As previously

reported Adjustment As restated
$ $ $
Statement of financial position as at
March 31, 2022
Other non-current liability 403,362,127 (29,884,816) 373,477,311
Asset retirement obligation - 1,345,920 1,345,920
Accumulated surplus 27,939,437 28,538,896 56,478,333
Statement of operations and accumulated surplus
for the year ended March 31, 2022
Foregone revenue 18,812,140 18,506,654 37,318,794
Terminal operating cost contribution (33,026,845) (374,698) (33,401,543)
Financing charges - (24,033,318) (24,033,318)
Operating Deficit (21,367,076) (5,901,362) (27,268,438)
Statement of financial position as at April 1, 2021
Other non-current liability 388,060,844 (35,786,178) 352,274,666
Asset retirement obligation - 1,345,920 1,345,920
Accumulated surplus 49,306,513 34,440,258 83,746,771

20. SUBSEQUENT EVENTS

On October 18, 2023, the Authority paid $664,070 into the GRRA for the quarter ended September 30, 2023 and,
on January 16, 2024, a further $231,765 for the quarter ended December 31, 2023. The Authority did not receive
grants from the Government of Bermuda to cover these GRRA payments, as on February 29, 2024, Skyport returned
$544,301 from the GRRA.

Subsequent to year end, the Authority has entered into air service development agreements with multiple carriers
servicing North American destinations. These agreements require the Authority to make payments, based on
minimum revenue guarantees in the contracts, in support of regularly scheduled airlifts. Payments with respect to
these agreements have totaled $1,722,780 from April 1, 2023 to the date of issuance of the financial statements.

Between April 1, 2023 and the date of issuance of the financial statements of the Authority, no other events occurred
that in the opinion of management could have a significant effect on the financial statements.

| BAA Annual Report



——

.T:""I"':""""""c- - B R — ———e e ~ b
: qu;n-— Y I <. | NN gy ¢

—




| Board Members

Lawrence Scott, JP, MP Marshall E. Minors, B. Eng, P. Eng, Kimberly D. Caines-Best, LLB
Chair Deputy Chair

Lovitta Foggo, JP, MP M. Jean Siggins Scott Simmons, JP, MP

Lester Nelson
Chief Executive Officer
(ex-officio)
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Board Committees

e Committee Chair

Directors Finance Governance and Risk  Human Resources Technical
Lawrence Scott o

Marshall Minors . ] ]
Kimberley Caines-Best o o

Lovitta Foggo o o

M. Jean Siggins o o
Scott Simmons o o

Finance: Assists the Board in determining the Authority’s key financial objectives and leads the
review, approval, and appropriate allocation of the Authority’s capital and operating budgets.

The Finance Committee also ensures the Authority maintains appropriate accounting policies and
internal controls, reviews and approves the Authority’s annual audit plan, and guides the Authority’s
response to audit findings.

Governance and Risk: Assists the Board in fulfilling its oversight responsibilities for the
Authority’s governance framework, including determining and reviewing the organisation’s policies,
systems, and processes, and providing recommendations on Board appointments, development
assessment, and remuneration.

Human Resources: Assists the Board in determining the Authority’s key talent and human
resources objectives, including ensuring organisational alignment to the Bermuda Employment Act
and related legislation, and overseeing the development of appropriate organisational HR policies.
The HR Committee also recommends CEO and Authority Director appointments, ensures effective
performance evaluation and staff compensation processes, and provides general oversight of
performance reviews, diversity initiatives, and other HR activities.

Technical: Assists the Board in determining the Authority’s key technical objectives and ensures
the Authority has the necessary management systems, processes, documents, and standards

to effectively oversee risk management, quality assurance, and occupational health, safety

and environmental practices. The Technical Committee also oversees the Authority’s Retained
Government Services and Skyport activities to ensure compliance with Aerodrome certification
requirements. In addition, the Energy Sub-Committee of the Technical Committee focuses on the
optimization of existing energy usage and reports on energy related activities.
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Chief Executive Officer

Michelle Bean
Director,
PPP Contract Management
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Director,

Aerodrome Development
and Technical Services
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