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Independent Auditor’s Report

To the Board of Directors of the
Toronto Port Authority

Opinion

We have audited the consolidated financial statements of Toronto Port Authority (the “Port Authority”),
which comprise the consolidated statement of financial position as at December 31, 2023, and the
consolidated statement of operations and comprehensive income, consolidated statement of changes in
equity and consolidated statement of cash flows for the year then ended, and notes to the consolidated
financial statements, including a summary of material accounting policy information (collectively referred
to as the “financial statements”).

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the financial position of the Port Authority as at December 31, 2023, and the results of its operations,
changes in equity, and its cash flows for the year then ended in accordance with International Financial
Reporting Standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards
(“Canadian GAAS”). Our responsibilities under those standards are further described in the

Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Port Authority in accordance with the ethical requirements that are relevant to our
audit of the financial statements in Canada, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Responsibilities of Management and Board of Directors for the Financial
Statements

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

In preparing the financial statements, management is responsible for assessing the Port 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 Port Authority or to
cease operations, or has no realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Port Authority’s financial reporting process.



Auditor’s Responsibilities for the Audit of the Financial Statements

Our 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 our opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an
audit conducted in accordance with Canadian GAAS 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 Canadian GAAS, we exercise professional judgement and maintain
professional skepticism throughout the audit. We also:

e I|dentify 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 our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for 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 Port 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 Port Authority’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Port 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.

e  Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Port Authority to express an opinion on the financial statements.
We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We 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 we identify during our audit.

Qelette (1P

Chartered Professional Accountants
Licensed Public Accountants
April 15, 2024



Toronto Port Authority

Consolidated statement of operations and comprehensive income

Year ended December 31, 2023
(In thousands of Canadian dollars)

Operating revenue
Port, Outer Harbour Marina, Airport, property
and other revenue
Airport improvement fees, net

Operating expenses
Wages, salaries and employee benefits
Repairs and maintenance
Professional and consulting fees
Property taxes, net
Other operating and administrative expenses

Income from operations and Airport
improvement fees, net before the following

Payments in lieu of taxes

Amortization of right-of-use and capital assets

Interest expense

Charge on gross revenue - Port, Outer Harbour
Marina, Airport, property and other revenue

Charge on gross revenue - Airport improvement
fees

Gain on interest rate swap - ineffective portion

Net income for the year
before the following

Gain on sale of Parliament Street Slip Water Lot, net

Write off of site preparation costs

Provision for Leslie Street Spit Hardpoint J &
Other Obligations

Net income for the year

Changes in fair value of interest rate swap
due to hedge accounting - loss on interest
rate swap — Effective portion
Remeasurement gain on employee future benefits
Other comprehensive income
Comprehensive income for the year

The accompanying notes are an integral part of the consolidated financial statements.

Notes

16

10

8 (b)

18

13

8 (b)

2023 2022
$ $
51,390 46,195
24,981 19,190
76,371 65,385
13,662 13,438
8,403 7,084
2,297 1,168
83 76
14,770 13,261
39,215 35,027
37,156 30,358
(1,165) (1,076)
(10,971) (10,212)
(4,663) (4,416)
(2,027) (2,064)
(1,499) (1,151)
13 419
16,844 11,858
- 18,981
- (1,944)
(7,533) (19,300)
9,311 9,595
(122) (49)
1,201 10,881
1,079 10,832
10,390 20,427
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Toronto Port Authority
Consolidated statement of changes in equity

Year ended December 31, 2023
(In thousands of Canadian dollars)

Net Accumulated
assets other
over comprehensive Total
liabilities income equity
Notes $ $ $
Balance, January 1, 2022 194,680 18,600 213,280
Net income 9,595 - 9,595
Remeasurement gain on employee
future benefits 7 - 10,881 10,881
Loss on interest rate
swap - Effective portion 8 (b) — (49) (49)
Balance, December 31, 2022 204,275 29,432 233,707
Net income 9,311 — 9,311
Remeasurement gain on employee
future benefits 7 - 1,201 1,201
Loss on interest rate
swap - Effective portion 8 (b) — (122) (122)
Balance, December 31, 2023 213,586 30,511 244,097

The accompanying notes are an integral part of the consolidated financial statements.
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Toronto Port Authority

Consolidated statement of cash flows
Year ended December 31, 2023
(In thousands of Canadian dollars)

Notes

Operating activities
Net income for the year
Adjustments for non-cash items
Gain on sale of Parliament Street Slip
Water Lot, net 18
Gain on sale of other capital assets
Write-off of site preparation costs

Amortization of capital assets 6
Amortization of right-of-use asset 5
Employee future benefits expense 7
Employer contribution to employee

future benefit plans 7
Interest expense
Gain on interest rate swap - ineffective portion 8 (b)

Bank interest paid
Interest paid on Pedestrian Tunnel
concession liability

Net change in non-cash working capital
balances related to operations 17

Investing activities
Acquisition of short-term investments
Disposal of short-term investments
Acquisition of long-term investments
Disposal of long-term investments
Acquisition of capital assets
Capital funding received
Proceeds from sale of Parliament Street
Slip Water Lot 18
Proceeds from sale of other capital assets

Financing activities
Prepaid threshold - Pedestrian Tunnel deposit
Lease amount paid
Pedestrian Tunnel concession liability
Bank loan principal payments

Decrease in cash position
Cash and cash equivalents, beginning of year
Total cash and cash equivalents, end of year

Cash and cash equivalents consist of
Cash
Cash equivalents

2023 2022
$ $
9,311 9,595
— (18,981)
(24) —
— 1,944
10,597 9,838
374 374
661 1,500
(1,510) (1,233)
4,663 4,416
(13) (419)
(1,375) (917)
(3,210) (3,410)
19,474 2,707
10,760 20,036
30,234 22,743
(56,449) (53,980)
52,947 11,573
(33,149) (43,181)
16,173 10,376
(13,017) (9,205)
1,366 1,098
— 19,512
43 —
(32,086) (63,807)
(450) 16,350
(452) (420)
(3,374) (3,174)
(2,280) (2,280)
(6,556) 10,476
(8,408) (30,588)
13,209 43,797
4,801 13,209
4,758 5,494
43 7,715
4,801 13,209

The accompanying notes are an integral part of the consolidated financial statements.
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Toronto Port Authority
Notes to the consolidated financial statements

December 31, 2023
(In thousands of Canadian dollars)

1. General information and Canada Marine Act status

The Toronto Port Authority (“Port Authority”) is an entity operating pursuant to Letters Patent
issued by the Federal Minister of Transport. The Port Authority is a corporation without share
capital. Its head office is located at 207 Queens Quay West, Toronto, Ontario. Effective June 8,
1999, the Port Authority was incorporated under the Canada Marine Act. Formerly, the Port
Authority was constituted as the Toronto Harbour Commissioners (Commissioners) and
operated under The Toronto Harbour Commissioners Act of 1911. On January 19, 2015, the
Toronto Port Authority was rebranded as PortsToronto.

The Port Authority is focused on its mission as a financially self-sustaining business enterprise
providing economic, environmental and social benefits to the waterfront community in which it
operates. These benefits are delivered under four organizational values or pillars, which are:
City Building, Community, Environmental and Financial.

The Port Authority has several businesses, including:

e Port Operations, which include land and facilities providing docking, handling, distribution
and storage services for cargo, container shipping related services, cruise ship passenger
services, and facilities for film production. This operation supported by the Works
Department provides harbour maintenance and aids to navigation, as well as exercising
regulatory authority over the harbour by-laws. The Toronto Port Authority has jurisdiction
over the navigational waters from Victoria Park Avenue to Humber River.

e The Outer Harbour Marina, a full-service marina located near the foot of Leslie Street.

e Billy Bishop Toronto City Airport ("BBTCA") operations, which include a pedestrian tunnel,
ferry service, ferry terminals, runways and tenanted properties to support scheduled
commercial passenger flight service, charter services and a flight school.

e Real Estate and Property Administration, which includes development and management of
lands under its control.

The financial statements were authorized for issue by the Board of Directors on April 15, 2024 .

2. Material accounting policy information
Statement of compliance

The consolidated financial statements have been prepared by management in accordance with
International Financial Reporting Standards (“IFRS”) issued by the International Accounting
Standards Board (“IASB”). The principal accounting policies applied in the preparation of these
consolidated financial statements are set out below. These policies have been consistently
applied to all years presented. The Port Authority and its Board of Directors have, at the time of
approving the financial statements, a reasonable expectation that the Port Authority has
adequate resources to continue in operational existence for the foreseeable future. Thus the
going concern basis of accounting has been adopted in preparing the financial statements.

Basis of consolidation

These consolidated financial statements contain the results of the Port Authority for the

year ended December 31, 2023, as well as its wholly owned subsidiary, 2315155 Ontario Inc.
2315155 Ontario Inc. was incorporated on March 8, 2012 to lease a portion of the

Canada Malting silos adjacent to the Pedestrian Tunnel Pavilion.
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Toronto Port Authority
Notes to the consolidated financial statements

December 31, 2023
(In thousands of Canadian dollars)

2. Material accounting policy information (continued)
Basis of presentation

The Port Authority’s functional currency is Canadian dollars. The consolidated financial
statements are also presented in Canadian dollars, rounded to the nearest thousand.

The consolidated financial statements have been prepared on the historical cost basis
(except for financial instruments measured at fair value and amortized cost). Historical cost is
generally based on the fair value of the consideration given in exchange for assets.

Cash and cash equivalents

Cash and cash equivalents include cash on hand, balances with the bank and short-term
investments, which are readily convertible to cash and have an original term to maturity of
90 days or less.

Financial instruments

Financial assets and financial liabilities are recognized when the Port Authority becomes a party
to the contractual provisions of the instrument. Financial assets and financial liabilities are
initially measured at fair value. Transaction costs directly attributable to the acquisition of
financial assets or financial liabilities at fair value through profit or loss ("FVTPL") are recognized
immediately in profit or loss.

The Port Authority’s financial assets and financial liabilities are classified and measured as

follows:
Asset/liability Measurement
Cash and cash equivalents Amortized cost
Short-term investments Amortized cost
Long-term investments Amortized cost
Long-term receivable Amortized cost
Accounts receivable Amortized cost
Accounts payable and accrued liabilities Amortized cost
Fair value of interest rate swap designated in FVTPL for ineffective portion, and
Cash flow hedge FVTOCI for effective portion
Bank loans Amortized cost
Pedestrian Tunnel concession liability Amortized cost

Financial assets

Financial assets are classified into the following specified categories: financial assets at fair
value through profit or loss (FVTPL), amortized cost, or financial assets at fair value
through other comprehensive income (FVTOCI). The classification depends on the nature
and purpose of the financial assets and is determined at the time of initial recognition.

All regular way purchases or sales of financial assets are recognized and derecognized on a
trade date basis. Regular way purchases or sales are purchases or sales of financial assets
that require delivery of assets within the time frame established by regulation or
convention in the marketplace.

Under IFRS 9, all financial instruments are initially measured at fair value, with subsequent
measurement determined in line with their classification.
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Toronto Port Authority
Notes to the consolidated financial statements

December 31, 2023
(In thousands of Canadian dollars)

2. Material accounting policy information (continued)
Financial instruments (continued)
Amortized cost

Financial assets are measured at amortized cost if the financial asset is held within a
business model whose objective is to hold financial assets in order to collect contractual
cash flows, and the contractual terms of the financial asset give rise on specified dates to
cash flows that are solely payments of principal and interest on the principal amount
outstanding.

Effective interest method

The effective interest method is a method of calculating the amortized cost of a debt
instrument and of allocating interest income over the relevant period. The effective interest
rate is the rate that exactly discounts estimated future cash receipts (including all fees paid
or received that form an integral part of the effective interest rate, transaction costs and
other premiums or discounts) through the expected life of the debt instrument, or, where
appropriate, a shorter period, to the net carrying amount on initial recognition.

Income is recognized on an effective interest basis for debt instruments other than those
financial assets classified as FVTPL.

Fair value through other comprehensive income (FVTOCI)

Financial assets are measured at FVTOCI if the financial asset is held within a business
model whose objective is achieved by both collecting contractual cash flows and selling
financial assets and the contractual terms of the financial asset give rise on specified dates
to cash flows that are solely payments of principal and interest on the principal amount
outstanding.

Financial assets at FVTOCI are stated at fair value at the end of each reporting period with
changes in the fair value recognized in other comprehensive income.

Fair value through profit and loss (FVTPL)

Financial assets are measured at FVTPL unless they meet the criteria above to be measured
at amortized cost or FVTOCI.

Impairment of financial assets

Under IFRS 9, financial assets under all categories are assessed for impairment based on
the expected loss model. The expected loss model requires a loss allowance to be recorded
at an amount equal to:

(a) the 12-month expected credit losses (expected credit losses that result from those
default events on the financial instrument that are possible within 12 months after the
reporting date); or

(b) the lifetime expected credit losses (expected credit losses that result from all possible
default events over the life of the financial instrument).

A loss allowance for lifetime expected credit losses is required for a financial instrument if
the credit risk on that financial instrument has increased significantly since initial
recognition. It is also required for contract assets or trade receivables that are not,
according to IFRS 15, considered to contain a significant financing component. As at
December 31, 2023, the Port Authority does not hold any financial instruments that exhibit
such an increase in risk to warrant a loss allowance for lifetime expected credit losses.
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Toronto Port Authority
Notes to the consolidated financial statements

December 31, 2023
(In thousands of Canadian dollars)

2. Material accounting policy information (continued)
Financial instruments (continued)
Impairment of financial assets (continued)

Additionally, entities can elect an accounting policy of recognizing lifetime expected credit
losses for all contract assets and/or all trade receivables, including those that contain a
significant financing component. The same election is also separately permitted for lease
receivables. The Port Authority has not made this election.

For all other financial instruments, expected credit losses are measured at an amount equal
to the 12-month expected credit losses. As at December 31, 2023, the only financial asset

for which a loss allowance has been recorded equal to the 12-month expected credit losses
is accounts receivable, through the allowance for doubtful accounts.

Measurement of expected credit losses

The measurement of expected credit losses reflects an unbiased and probability-weighted
amount that is determined by evaluating the range of possible outcomes as well as
incorporating the time value of money. The Port Authority also considers reasonable and
supportable information about past events, current conditions and reasonable and
supportable forecasts of future economic conditions when measuring expected credit
losses.

Derecognition of financial assets

The Port Authority derecognizes a financial asset only when the contractual rights to the
cash flows from the asset expire, or when it transfers the financial asset and substantially
all the risks and rewards of ownership of the asset to another entity. If the Port Authority
neither transfers nor retains substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Port Authority recognizes its retained
interest in the asset and an associated liability for amounts it may have to pay. If the
Port Authority retains substantially all the risks and rewards of ownership of a transferred
financial asset, the Port Authority continues to recognize the financial asset and also
recognizes a collateralized borrowing for the proceeds received. On derecognition of a
financial asset in its entirety, the difference between the asset’s carrying amount and the
sum of the consideration received and receivable and the cumulative gain or loss that had
been recognized in other comprehensive income and accumulated in equity is recognized in
profit or loss.

Other financial liabilities

Other financial liabilities (including borrowings and trade and other payables) are initially
measured at fair value net of transaction costs. Subsequently, they are measured at
amortized cost using the effective interest method.

Derecognition of financial liabilities

The Port Authority derecognizes financial liabilities when, and only when, the

Port Authority’s obligations are discharged, cancelled or they expire. The difference
between the carrying amount of the financial liability derecognized and the consideration
paid and payable is recognized in profit or loss.
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Toronto Port Authority
Notes to the consolidated financial statements

December 31, 2023
(In thousands of Canadian dollars)

2. Material accounting policy information (continued)
Financial instruments (continued)
Derivative financial instruments including hedge accounting

The Port Authority had entered into derivative financial instruments (interest rate swap) to
manage its exposure to interest rate fluctuations as a result of its bank loans.

Derivatives are initially recognized at fair value at the date the derivative contracts are
entered into and are subsequently remeasured to their fair value at the end of each
reporting period. The resulting gain or loss is recognized in profit or loss immediately
unless the derivative is designated and effective as a hedging instrument, in which event
the timing of the recognition in profit or loss depends on the nature of the hedge
relationship.

Transaction costs are expensed as incurred.

The Port Authority has designated its interest rate swap as cash flow hedge and elected to
apply the requirements of IAS 39 for hedge accounting, instead of the requirements in
Chapter 6 of IFRS 9. At the inception of the hedge relationship, the Port Authority
documented the relationship between the hedging instrument and the hedged item, along
with its risk management objectives and its strategy for undertaking various hedge
transactions. Furthermore, at the inception of the hedge and on an ongoing basis, the Port
Authority documents whether the hedging instrument is highly effective in offsetting
changes in fair values or cash flows of the hedged item attributable to the hedged risk.

The effective portion of changes in the fair value of derivatives that are designated and
qualify as cash flow hedges are recognized in other comprehensive income. The gain or
loss relating to the ineffective portion is recognised immediately in profit or loss. Amounts
previously recognized in other comprehensive income and accumulated in equity are
reclassified to profit or loss in the periods when the hedged item is recognized in profit or
loss, in the same line of the statement of operations and comprehensive income as the
recognized hedged item.

Hedge accounting is discontinued when the Port Authority revokes the hedging relationship,
when the hedging instrument expires or is sold, terminated, or exercised, or when it no
longer qualifies for hedge accounting. Any gain or loss recognized in other comprehensive
income and accumulated in equity at that time remains in equity and is recognized when
the forecast transaction is ultimately recognized in profit or loss. When a forecast
transaction is no longer expected to occur, the gain or loss accumulated in equity is
recognized immediately in profit or loss. For discontinued hedge accounting under a
previous accounting framework, the loss accumulated in other comprehensive income is
recognized in profit or loss on a straight-line basis.

Capital assets

Land acquired since 1974 is recorded at cost. Land acquired prior to 1974 was recorded based
on historical appraised values.

All other capital assets are recorded at cost less amortization and any impairment losses, net of
any applicable government funding.

Historical cost of property, plant and equipment includes expenditures that are directly
attributable to the acquisition or construction of the items, including borrowing costs relating to
the acquisition or construction.
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Toronto Port Authority

Notes to the consolidated financial statements
December 31, 2023

(In thousands of Canadian dollars)

2. Material accounting policy information (continued)
Capital assets (continued)

Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset,
as appropriate, only when it is probable that future economic benefits associated with the item
will flow to the Port Authority and the cost of the item can be measured reasonably. Borrowing
costs directly attributable to the acquisition, construction or production of a qualifying asset are
capitalized during the period of time that it is necessary to complete and prepare the asset for
its intended use. The carrying amounts of replaced capital assets are derecognized as incurred.
All repairs and maintenance are charged to earnings during the period in which they are
incurred.

Amortization of buildings, structures, plant and equipment is provided on the straight-line basis
over the estimated useful lives of the assets.

No amortization is provided on land and capital work-in-progress.

Impairment of capital assets

Capital assets, which have long lives and are non-financial in nature are reviewed for
impairment when events or changes in circumstances indicate that the carrying amount may
not be recoverable. If such an indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment loss, if any. The recoverable
amount is the higher of fair value less costs to sell and value-in-use. For the purposes of
assessing impairment, assets are grouped at the lowest levels for which there are largely
independent cash inflows, or cash generating units ("CGU’s"). Where the asset does not
generate cash flows that are independent from other assets, the Port Authority estimates the
recoverable amount of the CGU to which the asset belongs. When the recoverable amount of an
asset (or CGU) is estimated to be less than its carrying amount, the carrying amount is reduced
to the recoverable amount and an impairment loss is recognized. Impairment losses are
recognized as an expense immediately in profit or loss. An impairment charge is reversed if the
assets’ (or CGUs) recoverable amount exceeds its carrying amount.

Government capital funding

Capital payments, received from various governments and their agencies, whose primary
condition is that the Port Authority should purchase, construct or otherwise acquire non-current
assets are recognized as capital funding, netted as part of the capital assets in the consolidated
statement of financial position and transferred to profit or loss on a systematic and rational
basis over the useful lives of the related assets.

Leases

A lease is an agreement whereby the lessor conveys to the tenant (the lessee) in return for a
payment or series of payments the right to use an asset, generally land and buildings, for an
agreed period of time.

(a) Port Authority as a lessor

Leases for which the Port Authority is a lessor are classified as finance or operating leases.
Whenever the terms of the lease transfer substantially all the risks and rewards of
ownership to the lessee, the contract is classified as a finance lease. All other leases are
classified as operating leases. Operating lease rental revenue is recognized on a
straight-line basis over the term of the lease. As at December 31, 2023, the Port Authority
did not have any finance lease agreements.
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Toronto Port Authority
Notes to the consolidated financial statements

December 31, 2023
(In thousands of Canadian dollars)

2. Material accounting policy information (continued)
Leases (continued)
(b) Port Authority as a lessee

The Port Authority assesses whether a contract is or contains a lease, at inception of the
contract. The Port Authority recognises a right-of-use asset and a corresponding lease
liability with respect to all lease arrangements in which it is the lessee, except for
short-term leases (defined as leases with a lease term of 12 months or less) and leases of
low value assets (such as tablets and personal computers, small items of office furniture
and telephones). For these leases, the Port Authority recognises the lease payments as an
operating expense on a straight-line basis over the term of the lease unless another
systematic basis is more representative of the time pattern in which economic benefits
from the leased assets are consumed.

The lease liability is initially measured at the present value of the lease payments that are
not paid at the commencement date, discounted by using the rate implicit in the lease.

If this rate cannot be readily determined, the Port Authority uses its incremental borrowing
rate.

The lease liability is subsequently measured by increasing the carrying amount to reflect
interest on the lease liability (using the effective interest method) and by reducing the
carrying amount to reflect the lease payments made.

The right-of-use assets comprise the initial measurement of the corresponding lease
liability, lease payments made at or before the commencement day, less any lease
incentives received and any initial direct costs. They are subsequently measured at cost
less accumulated depreciation and impairment losses.

Right-of-use assets are depreciated over the shorter period of lease term and useful life of
the underlying asset. If a lease transfers ownership of the underlying asset or the cost of
the right-of-use asset reflects that the Port Authority expects to exercise a purchase
option, the related right-of-use asset is depreciated over the useful life of the underlying
asset. The depreciation starts at the commencement date of the lease.

Pedestrian Tunnel concession liability

In 2012, the Port Authority entered into a Public Private Partnership to design, build, finance,
operate and maintain the Pedestrian Tunnel to Billy Bishop Toronto City Airport for twenty
years. The base contract price cost to construct the Pedestrian Tunnel was $82.5 million and it
was substantially complete and accepted by the Port Authority on May 29, 2015. The Pedestrian
Tunnel was officially opened to the public and stakeholders on July 30, 2015. Title to the Tunnel
will remain with the Port Authority throughout the term of the Agreement.

The Port Authority has capitalized construction costs as well as the present value of future
Capital Lifecycle payments to be made over the term of the concession period (Expiry date
April 8, 2034). The Port Authority has also recognized a liability for the Tunnel, equal to the
construction cost of the asset less payments made. The present value calculations to determine
the asset/liability are based on the weighted average cost of capital of 7.25%.
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Toronto Port Authority
Notes to the consolidated financial statements

December 31, 2023
(In thousands of Canadian dollars)

2. Material accounting policy information (continued)
Employee future benefits

The Port Authority maintains a defined benefit pension plan, registered with the Office of the
Superintendent of Financial Institutions (OSFI), for the benefit of full-time permanent
employees (for non-unionized employees hired before November 25, 2013 and certain unionized
employees). The Port Authority also offers a defined contribution pension plan for full-time
non-unionized employees hired after November 24, 2013. Certain plan members are also
granted supplemental benefits, which mirror the formula of the registered plan and replace
defined benefits that have been limited by the Income Tax Act. These supplemental benefits are
unfunded. In addition, the Port Authority offers other non-pension post-employment benefits to
most employees, including a death benefit, early retirement benefits and self-funded workers’
compensation benefits. Beginning in 2018, the Port Authority established other employee future
benefits for certain full-time employees provided that they remain employed with the Port
Authority for a specified length of time. Obligations under the employee benefit plans are
accrued as the employees render the service necessary to earn the pension and other employee
future benefits.

The Port Authority has adopted the following policies for its defined benefit pension plan and
other retirement benefits:

(i) The cost of pensions and other retirement benefits earned by employees is actuarially
determined using the projected unit credit method prorated on service and management’s
best estimate of expected plan investment performance, salary escalation, and retirement
ages of employees.

(ii) The fair value of plan assets is used as the basis of calculating the expected return on plan
assets.

(iii) The discount rate used to value the defined benefit obligation is based on high quality
corporate bonds in the same currency in which the benefits are expected to be paid and
with terms to maturity that, on average, match the terms of the defined benefit
obligations.

(iv) Actuarial gains and losses due to changes in defined benefit plan assets and obligations are
recognized immediately in accumulated other comprehensive income (loss). When a
restructuring of a benefit plan gives rise to both curtailment and settlement of obligations,
the curtailment is accounted for prior to or in conjunction with the settlement.

(v) When the calculation results in a net benefit asset, the recognized asset is limited to the
total of any unrecognized past service costs and the present value of economic benefits
available in the form of future refunds from the plan or reductions in future contributions to
the plan (the “asset ceiling”). In order to calculate the present value of economic benefits,
consideration is given to minimum funding requirements that apply to the plan. Where it is
anticipated that the Port Authority will not be able to recover the value of the net defined
benefit asset, after considering minimum funding requirements for future services, the net
defined benefit asset is reduced to the amount of the asset ceiling. The impact of the asset
ceiling is recognized in comprehensive income (loss).

Payments to defined contribution retirement benefit plans are recognized as an expense when
employees have rendered services entitling them to the contributions.

Revenue recognition

Revenue from a contract to provide services is recognized in line with the transfer of promised
services to a customer by reference to the stage of completion of the contract, and at an
amount that reflects the consideration expected to be received in exchange for transferring such
services. The Port Authority’s policy for recognition of revenue from operating leases is
described above in Note 2 for Leases, in accordance with IFRS 16.
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Toronto Port Authority
Notes to the consolidated financial statements

December 31, 2023
(In thousands of Canadian dollars)

2. Material accounting policy information (continued)
Revenue recognition (continued)

Revenue from vessels, cargo and passengers using the port are recognized when services are
substantially rendered. Landing fees and airport operating fees are recognized as the airport
facilities are utilized. Airport improvement fees are recognized upon the enplanement of
passengers. Seasonal berthing fees and storage fees earned at the Outer Harbour Marina are
recognized on a straight-line basis over the term of the agreement and any unearned portion is
reflected as unearned revenue.

Gross revenue charge

In order to maintain its Letters Patent in good standing, the Port Authority is required to pay
annually to the Transport Canada a charge on gross revenue, which is calculated as follows:

Charge
%
Gross revenue

up to $10,000 2
on the next $10,000 4
on the next $40,000 6
on the next $10,000 4
over $70,000 2

Adoption of new and revised standards
New and amended IFRS Standards that are effective for the current year

In the current year, the Port Authority has applied a number of amendments to IFRS
Accounting Standards issued by the International Accounting Standards Board (“"IASB")
that are mandatorily effective for an accounting period that begins on or after January 1,
2023. Their adoption has not had any material impact on the disclosures or on the amounts
reported in these financial statements.

IFRS 17 Insurance Contracts

The Port Authority has adopted IFRS 17 and the related amendments for the first time
in the current year. IFRS 17 establishes the principles for the recognition,
measurement, presentation and disclosure of insurance contracts and supersedes IFRS
4 Insurance Contracts.

IFRS 17 outlines a general model which is modified for insurance contracts with direct
participation features, described as the variable fee approach. The general model is
simplified if certain criteria are met by measuring the liability for remaining coverage
using the premium allocation approach. The general model uses current assumptions
to estimate the amount, timing and uncertainty of future cash flows and it explicitly
measures the cost of that uncertainty. It takes into account market interest rates and
the impact of policyholders’ options and guarantees.

The Port Authority does not have any contracts that meet the definition of an
insurance contract under IFRS 17.
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2. Material accounting policy information (continued)
Adoption of new and revised standards (continued)
New and amended IFRS Standards that are effective for the current year (continued)

Amendments to IAS 1 Presentation of Financial Statements and IFRS Practice
Statement 2 Making Materiality Judgements—Disclosure of Accounting Policies

The Port Authority has adopted the amendments to IAS 1 for the first time in the
current year. The amendments change the requirements in IAS 1 with regard to
disclosure of accounting policies. The amendments replace all instances of the term
‘significant accounting policies” with ‘material accounting policy information’.
Accounting policy information is material if, when considered together with other
information included in an entity’s financial statements, it can reasonably be expected
to influence decisions that the primary users of general purpose financial statements
make on the basis of those financial statements.

The supporting paragraphs in IAS 1 are also amended to clarify that accounting policy
information that relates to immaterial transactions, other events or conditions is
immaterial and need not be disclosed. Accounting policy information may be material
because of the nature of the related transactions, other events or conditions, even if
the amounts are immaterial. However, not all accounting policy information relating to
material transactions, other events or conditions is itself material.

The IASB has also developed guidance and examples to explain and demonstrate the
application of the ‘four-step materiality process’ described in IFRS Practice
Statement 2.

Amendments to IAS 8 Accounting Policies Changes in Accounting Estimates and
Errors—Definition of Accounting Estimates

The Port Authority has adopted the amendments to IAS 8 for the first time in the
current year. The amendments replace the definition of a change in accounting
estimates with a definition of accounting estimates. Under the new definition,
accounting estimates are "monetary amounts in financial statements that are subject
to measurement uncertainty”. The definition of a change in accounting estimates was
deleted.

These amendments had no material impact on the disclosures or on the amounts
reported in these financial statements.
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2. Material accounting policy information (continued)
Adoption of new and revised standards (continued)
New and revised IFRS Standards in issue but not yet effective

At the date of authorization of these financial statements, the Port Authority has not
applied the following new and revised IFRS Standards that have been issued but are not
yet effective:

Amendments to IAS 1 Classification of Liabilities as Current or
Non-current

Amendments to IAS 1 Non-current Liabilities with Covenants

Amendments to IAS 7 and IFRS 7  Supplier Finance Arrangements

Amendments to IFRS 16 Lease Liability in a Sale and Leaseback

The Port Authority does not expect that the adoption of the Standards listed above will
have material impact on the financial statements of the Port Authority in future periods, as
described below:

Amendments to IAS 1 - Presentation of Financial Statements - Classification of
Liabilities as Current or Non-current

The amendments to IAS 1 affect only the presentation of liabilities as current or
non-current in the statement of financial position and not the amount or timing of
recognition of any asset, liability, income or expenses, or the information disclosed
about those items.

The amendments clarify that the classification of liabilities as current or non-current is
based on rights that are in existence at the end of the reporting period, specify that
classification is unaffected by expectations about whether an entity will exercise its
right to defer settlement of a liability, explain that rights are in existence if covenants
are complied with at the end of the reporting period, and introduce a definition of
‘settlement’ to make clear that settlement refers to the transfer to the counterparty of
cash, equity instruments, other assets or services.

The amendments are applied retrospectively for annual periods beginning on or after
January 1, 2024, with early application permitted.

Amendments to IAS 1 - Presentation of Financial Statements - Non-current Liabilities
with Covenants

The amendments specify that only covenants that an entity is required to comply with
on or before the end of the reporting period affect the entity’s right to defer settlement
of a liability for at least twelve months after the reporting date (and therefore must be
considered in assessing the classification of the liability as current or non-current).
Such covenants affect whether the right exists at the end of the reporting period, even
if compliance with the covenant is assessed only after the reporting date (e.g. a
covenant based on the entity’s financial position at the reporting date that is assessed
for compliance only after the reporting date).
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2. Material accounting policy information (continued)
Adoption of new and revised standards (continued)
New and revised IFRS Standards in issue but not yet effective (continued)

Amendments to IAS 1 - Presentation of Financial Statements - Non-current Liabilities
with Covenants (continued)

The IASB also specifies that the right to defer settlement of a liability for at least
twelve months after the reporting date is not affected if an entity only has to comply
with a covenant after the reporting period. However, if the entity’s right to defer
settlement of a liability is subject to the entity complying with covenants within twelve
months after the reporting period, an entity discloses information that enables users of
financial statements to understand the risk of the liabilities becoming repayable within
twelve months after the reporting period. This would include information about the
covenants (including the nature of the covenants and when the entity is required to
comply with them), the carrying amount of related liabilities and facts and
circumstances, if any, that indicate that the entity may have difficulties complying with
the covenants.

The amendments are applied retrospectively for annual reporting periods beginning on
or after January 1, 2024. Earlier application of the amendments is permitted.

Amendments to IAS 7 Statement of Cash Flowsand IFRS 7 Financial Instruments:
Disclosures— Supplier Finance Arrangements

The amendments add a disclosure objective to IAS 7 stating that an entity is required
to disclose information about its supplier finance arrangements that enables users of
financial statements to assess the effects of those arrangements on the entity’s
liabilities and cash flows. In addition, IFRS 7 was amended to add supplier finance
arrangements as an example within the requirements to disclose information about an
entity’s exposure to concentration of liquidity risk.

The term 'supplier finance arrangements’is not defined. Instead, the amendments
describe the characteristics of an arrangement for which an entity would be required
to provide the information.

To meet the disclosure objective, an entity will be required to disclose in aggregate for
its supplier finance arrangements, including key elements as follows:

e the terms and conditions of the arrangements;

e the carrying amount, and associated line items presented in the entity’s statement
of financial position, of the liabilities that are part of the arrangements;

e the carrying amount, and associated line items for which the suppliers have
already received payment from the finance providers;

e ranges of payment due dates for both those financial liabilities that are part of a
supplier finance arrangement and comparable trade payables that are not part of a
supplier finance arrangement; and

e liquidity risk information.

The amendments, which contain specific transition reliefs for the first annual reporting
period in which an entity applies the amendments, are applicable for annual reporting
periods beginning on or after January 1, 2024. Earlier application is permitted.
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2. Material accounting policy information (continued)
Adoption of new and revised standards (continued)
New and revised IFRS Standards in issue but not yet effective (continued)
Amendment to IFRS 16 Leases—Lease Liability in a Sale and Leaseback

The amendments to IFRS 16 add subsequent measurement requirements for sale and
leaseback transactions that satisfy the requirements in IFRS 15 to be accounted for as
a sale. The amendments require the seller-lessee to determine ‘lease

payments’or ‘revised lease payments’such that the seller-lessee does not recognise a
gain or loss that relates to the right of use retained by the seller-lessee, after the
commencement date.

The amendments do not affect the gain or loss recognised by the seller-lessee relating
to the partial or full termination of a lease. Without these new requirements, a seller-
lessee may have recognised a gain on the right of use it retains solely because of a
remeasurement of the lease liability (for example, following a lease modification or
change in the lease term) applying the general requirements in IFRS 16. This could
have been particularly the case in a leaseback that includes variable lease payments
that do not depend on an index or rate.

As part of the amendments, the IASB amended an Illustrative Example in IFRS 16 and
added a new example to illustrate the subsequent measurement of a right-of-use
asset and lease liability in a sale and leaseback transaction with variable lease
payments that do not depend on an index or rate. The illustrative examples also clarify
that the liability that arises from a sale and leaseback transaction that qualifies as a
sale applying IFRS 15 is a lease liability.

The amendments are effective for annual reporting periods beginning on or after
January 1, 2024. Earlier application is permitted.

Use of estimates and key areas of judgement

The preparation of financial statements in accordance with IFRS requires management to make
estimates and assumptions that affect the reported amount of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amount of revenues and expenses during the reported period. Actual results could
differ from these estimates. Accounts requiring significant estimates and assumptions include
fair value of interest rate swap and hedge accounting, useful lives of capital assets, accounts
receivable, impairment of capital assets, employee future benefits, legal provisions and
pedestrian tunnel concession liability, which are further elaborated below.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimate is revised if the revision
affects only that period or in the period of the revision and future periods if the revision affects
both current and future periods.

(i) Fair value of interest rate swap and hedge accounting

As described in Note 3, the Port Authority uses valuation techniques that include inputs
that are based on observable market data to estimate the fair value of its interest rate
swap. Note 3 provides information about the key assumptions used in the determination of
the fair value of the interest rate swap.

The Port Authority believes that the chosen valuation techniques and assumptions used are
appropriate in determining the fair value of its interest rate swap.
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2. Material accounting policy information (continued)
Use of estimates and key areas of judgement (continued)
(i) Fair value of interest rate swap and hedge accounting (continued)

The Port Authority also applied judgement in electing to apply hedge accounting on the
changes in the fair value of the interest rate swap.

(ii) Useful lives of capital assets

The Port Authority reviews the estimated useful lives of capital assets at the end of each
reporting period. There has been no change in the useful lives estimates for the current
year. Below are the amortization rates of the capital assets, which approximate their useful
lives:

Land No amortization
Buildings, structures, runw
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