


STARS is a charitable, non-profit organization funded by our allies: 
visionary individuals, organizations, businesses, event partners and 
governments. Since 1985, our success has been grounded in 
community partnerships and donations. We are committed to 
continuing those alliances and providing life-saving services well 
into the future, for your children, your grandchildren, and beyond.  

Below you’ll find a breakdown of our annual revenue. 

HOW WE ARE FUNDED 

Fiscal 2021-2022 revenue $ 86,023 (numbers in 000s) 

GOVERNMENT 
CONTRIBUTIONS 

DONATIONS & 
FUNDRAISING 

AB & SK 
LOTTERIES 

INDUSTRY SERVICE 
REVENUE 

$ 28,426 $ 33,125 $ 16,986 $ 6,718 

INVESTMENTS & 
OTHER INCOME 

$768 

OUR FLEET RENEWAL PROJECT 

This ambitious project is the most important initiative in STARS’ history and will 
enable us to serve patients across Western Canada for decades to come. 

Thanks to the support of the community and our government partners, our capital 
campaign has successfully concluded and nine H145 helicopters have been secured. 

For the latest information about STARS’ fleet renewal project, please visit 
http://fightinflight.ca/  
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“PwC” refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership. 

Independent auditor’s report 

To the Board of Directors of Shock Trauma Air Rescue Service 

Our opinion 

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, 
the financial position of Shock Trauma Air Rescue Service and its subsidiary (together, the Organization) 
as at March 31, 2022 and the results of its operations and its cash flows for the year then ended in 
accordance with Canadian accounting standards for not-for-profit organizations. 

What we have audited 
The Organization’s consolidated financial statements comprise: 

 the consolidated statement of financial position as at March 31, 2022; 

 the consolidated statement of fundraising, operations and change in net assets for the year then 
ended; 

 the consolidated statement of cash flows for the year then ended; and 

 the notes to the consolidated financial statements, which include significant accounting policies and 
other explanatory information. 

Basis for opinion 

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our 
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of 
the consolidated financial statements section of our report. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our opinion. 

Independence 
We are independent of the Organization in accordance with the ethical requirements that are relevant to 
our audit of the consolidated financial statements in Canada. We have fulfilled our other ethical 
responsibilities in accordance with these requirements. 

Responsibilities of management and those charged with governance for the 
consolidated financial statements 

Management is responsible for the preparation and fair presentation of the consolidated financial 
statements in accordance with Canadian accounting standards for not-for-profit organizations, and for 
such internal control as management determines is necessary to enable the preparation of consolidated 
financial statements that are free from material misstatement, whether due to fraud or error. 
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In preparing the consolidated financial statements, management is responsible for assessing the 
Organization’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 Organization or to cease operations, or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Organization’s financial reporting 
process.  

Auditor’s responsibilities for the audit of the consolidated financial statements 

Our objectives are to obtain reasonable assurance about whether the consolidated 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 generally accepted auditing standards 
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 consolidated financial statements. 

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

 Identify and assess the risks of material misstatement of the consolidated 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. 

 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 Organization’s internal control. 

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

 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 Organization’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 consolidated 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 Organization to 
cease to continue as a going concern.  

 Evaluate the overall presentation, structure and content of the consolidated financial statements, 
including the disclosures, and whether the consolidated financial statements represent the underlying 
transactions and events in a manner that achieves fair presentation. 
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 Obtain sufficient appropriate audit evidence regarding the financial information of the entities or 
business activities within the Organization to express an opinion on the consolidated 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.  

Chartered Professional Accountants 

Calgary, Alberta 
June 21, 2022 
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Shock Trauma Air Rescue Service 
Notes to the consolidated financial statements 
March 31, 2022 
(Canadian dollars in thousands) 
 

   

1.  Nature of operations 
These consolidated financial statements represent the consolidated financial position and 
operations of Shock Trauma Air Rescue Service Foundation (“Foundation”) and Shock Trauma 
Air Rescue Service (“Service”).  Collectively, these entities are referred to as “STARS” or the 
“Organization”.   
 
On April 1, 2021, under the Canadian Not for Profit Corporations Act (“CNPCA”), Service and 
STARS Aviation Canada Inc. (“Aviation”), a wholly owned subsidiary of Service and a private 
corporation incorporated under the Canada Business Corporations Act, were amalgamated. To 
facilitate this, immediately prior to the amalgamation, Aviation was continued under the CNPCA. 
As the amalgamation was between two businesses, resulted in no change in ownership and 
was between related parties not in the normal course of business, this transaction was 
measured at the carrying amount, with Shock Trauma Air Rescue Service being the continuing 
entity. These consolidated financial statements include the financial position, results of 
operations and cash flows of the amalgamated entity for both the current period and all prior 
periods. 
 
Service and Foundation are registered federally under the Canada Not for Profit Corporations 
Act. Foundation is governed by the Board of Directors of Service, resulting in the two entities 
being under common control. Service and Foundation are non-profit and non-taxable registered 
charities pursuant to Section 149 of the Income Tax Act (Canada).   
 
STARS works collaboratively with emergency services, the community, individuals, businesses, 
corporations, government, and regional health authorities to support and carry out its vision of 
saving lives through partnership, innovation, and leadership. The current service area for STARS 
is the provinces of Alberta, Saskatchewan, Manitoba, and the eastern part of British Columbia, 
where it is a trusted critical care provider. STARS supports critically ill and injured patients by 
providing emergency medical communications and emergency medical transport when needed. 
Education and research, fundraising and community partnerships are also significant pillars of 
the STARS program. 
 
STARS’ Fleet Renewal Program (the “Program”) began in 2018 and is ongoing. The Program has 
two key parts: 

 The Fleet Renewal Program to purchase Airbus H145 medically equipped helicopters, 
provide initial training to STARS’ pilots and aviation engineers on the new aircraft, and 
phase out and ultimately dispose of the legacy helicopters; and 

 The capital campaign to fundraise for the Fleet Renewal Program. 

At March 31, 2022, all but one of the ten total Airbus H145 helicopters have been purchased. 
The capital campaign officially ended on March 31, 2022. 
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Shock Trauma Air Rescue Service 
Notes to the consolidated financial statements 
March 31, 2022 
(Canadian dollars in thousands) 
 

   

2.  COVID-19 pandemic 
The COVID-19 pandemic and the associated public health measures put in place, including 
restrictions on events and gatherings, travel bans, closure of non-essential businesses, and 
physical distancing, have caused disruption to businesses resulting in an economic slowdown. 
While restrictions are lifting and the economy is showing signs of recovery, uncertainty remains 
as to the long-term impact of the pandemic on STARS and the economy. Canadian and 
International public health orders have impacted, and may continue to impact, the 
Organization’s ability to generate fundraising revenues through events, increased costs 
associated with personal protective health equipment and sanitization, and delayed 
implementation of the H145 helicopters and associated pilot training. 
 
To minimize the impact of COVID-19, the Organization applied for government fiscal relief 
programs through the Canadian Emergency Wage Subsidy, Canadian Emergency Rent Subsidy, 
and Alberta Critical Care Worker Benefits. The Organization recorded $87 (2021 - $4,160) as 
government contributions during the year. 

3.  Significant accounting policies 

Basis of presentation and consolidation 

These consolidated financial statements have been prepared in accordance with Part III of the 
Chartered Professional Accountants of Canada ("CPA Canada") Accounting Handbook - 
Accounting Standards for Not-for-Profit Organizations.  They include the financial results as at 
and for the year ended March 31, 2022, of Foundation and Service. Transactions and balances 
between the entities have been eliminated in arriving at the consolidated financial statements. 
 
Net assets 

The Capital Preservation Fund (the “Fund”) is comprised of unrestricted and internally 
restricted funds and exists to fund the management of current assets and liabilities of the 
Organization, and to fund the purchases of future buildings and equipment. A portion of the 
Fund has already funded past purchases of helicopters, buildings and equipment. Additionally, 
operating and fundraising surpluses and deficits are allocated to the Fund through resolutions 
of the Board of Directors.  
 
The Fund also provides the Organization with the ability to have surplus cash on hand to enable 
sustainability of its operations and the Fleet Renewal Program and continue to deliver on 
STARS’ mission, should future fundraising initiatives not be successful as in the past.  
 
The Endowment Fund is an externally restricted fund where the principal assets are to be 
maintained in perpetuity. The earnings from these assets are to be expended in accordance 
with the objectives of the endowment agreements. 
 
Cash and restricted cash  

Bank balances are presented under cash and restricted cash. Restricted cash is subject to 
internal or external restrictions that prevent its use for general operations and must be spent 
in accordance with the relevant restrictions applied by management, donors or government 
bodies.  
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Shock Trauma Air Rescue Service 
Notes to the consolidated financial statements 
March 31, 2022 
(Canadian dollars in thousands) 
 

   

3.  Significant accounting policies (continued) 

Foreign currency translation 

Foreign currency balances are translated into Canadian dollars as follows: monetary assets and 
liabilities at the rates of exchange prevailing at the consolidated statement of financial position 
date, non-monetary assets and liabilities at historical exchange rates and revenue and expenses 
at the approximate rate of exchange prevailing at the time of the transactions. Both realized 
and unrealized gains and losses resulting from the settlement or restatement of foreign 
currency transactions are included in the consolidated statement of fundraising, operations 
and change in net assets, other than those related to designated hedges.  
 
Inventory 

Inventory is valued at the lower of cost or net realizable value, with cost determined on a 
specific item basis.  Net realizable value is the estimated selling price in the ordinary course of 
business less the estimated costs necessary to make the sale.  
 
Investments 

Investments are recorded at fair value with realized and unrealized gains and losses and any 
impairment recognized in the consolidated statement of fundraising, operations and change in 
net assets. 
 
Property and equipment 

Property and equipment are recorded at cost less accumulated amortization and any provision 
for impairment. The cost of contributed property and equipment is considered to be fair value 
at the date of contribution. The cost of property and equipment made up of significant 
separable component parts is allocated to the component parts when practicable and when 
estimates can be made of the estimated useful lives of the separate components. Assets under 
capital lease are accounted for at cost, which corresponds to the present value of the minimum 
lease payments on recognition, less accumulated amortization.  
 
Amortization of property and equipment and assets under capital lease is provided over the 
estimated useful life of the Organization’s assets on a straight-line basis or using the variable 
charge method.  Helicopter and flight equipment are componentized into airframe and aviation 
equipment and engines. Expenditures incurred to get an asset ready for use are capitalized and 
amortized over the asset’s useful life once they are operating in the manner intended by 
management. The cost of routine repairs and maintenance are charged to operating 
expenditures as incurred.  
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Shock Trauma Air Rescue Service 
Notes to the consolidated financial statements 
March 31, 2022 
(Canadian dollars in thousands) 
 

   

3.  Significant accounting policies (continued) 
Asset Method Useful life 
Helicopter airframe and aviation 
equipment 

 
Straight-line 3 to 20 years 

Engines Variable charge 12.5 years 
Buildings Straight-line 20 years 
Medical equipment Straight-line 2 to 5 years 
Computer hardware and software Straight-line 2 to 3 years 

Other (leasehold improvements, office 
equipment and automobiles) 

 
Straight-line 

Lessor of term of lease 
(where applicable) or 5 

years 
 
Engines are amortized using the variable charge method whereby amortization is calculated 
based on the actual flight hours incurred each fiscal year compared to an estimated 5,000 
hours to overhaul. 
 
Property and equipment is classified as held for sale when management commits to a plan, the 
asset is available for immediate sale in its present condition, an active program to locate a 
buyer has been initiated, the sale is probable and expected to be recognized as a sale within 
one year, the asset is being actively marketed for sale at a price that is reasonable and it is 
unlikely that significant changes to the plan will be made or that the plan will be withdrawn. 
Assets held for sale are measured at the lower of their carrying value and their fair value less 
selling costs and are no longer amortized. 
 
Maintenance and repairs 

The Organization has long-term maintenance contracts (the “Contracts”) that cover both 
engines and covered parts for the helicopter airframe and aviation equipment. The annual cost 
of these Contracts is based on a contractual hourly rate multiplied by the number of flight 
hours (subject to a minimum required hours). The provisions of the Contracts allow for the 
prepayment of engine overhauls and covered parts replacement which, when performed, will 
extend the life of the helicopters. An estimate of the proportion of the annual contractual 
hourly rate related to prepayment has been recorded as maintenance contracts on the 
consolidated statement of financial position. When engine overhauls or covered parts 
replacement occurs, the amount is transferred to the appropriate property and equipment 
category. The remainder of the amounts paid under the Contracts are expensed as incurred 
and included in aviation operations expenditures on the consolidated statement of fundraising, 
operations and change in net assets. 
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Shock Trauma Air Rescue Service 
Notes to the consolidated financial statements 
March 31, 2022 
(Canadian dollars in thousands) 
 

   

3.  Significant accounting policies (continued) 

Impairment  

Property and equipment are reviewed for impairment when conditions indicate that a capital 
asset no longer contributes to STARS’ ability to provide critical care services, or when 
conditions indicate that the carrying value of the asset may no longer be recoverable. The 
Organization assesses impairment by comparing the carrying value of the asset against the 
undiscounted cash flows expected from the asset’s use and disposition. When a capital asset 
is impaired, the net carrying amount of the capital asset is written down to the asset’s fair 
value or replacement cost. Any impairment losses are recognized as expenses in the 
consolidated statement of fundraising, operations and change in net assets and are not 
reversed if the fair value of the related asset subsequently increases. 
 
Financial instruments 

The Organization initially records arm’s length financial instruments at fair value. Subsequently, 
the Organization measures financial instruments as follows: 

 Investments in equity instruments that are quoted in an active market at fair value; 

 All other financial assets, including cash, restricted cash, accounts receivable, risk 
management contracts, investments, deposits and maintenance contracts, at amortized 
cost; 

 All other financial liabilities, including accounts payable and accrued liabilities, risk 
management contracts and long-term debt, at amortized cost; and 

 Interest rate and foreign currency derivative contracts, not designated as a hedge, at 
fair value. 

 
Transaction costs incurred on the acquisition of financial instruments that are measured 
subsequently at fair value are expensed as incurred. All other financial instruments are adjusted 
by transaction costs incurred on acquisition and are then amortized using the straight-line 
method.  
 
Long-term debt 

Long-term debt is initially measured at fair value, net of transaction costs and financing fees. 
It is subsequently measured at amortized cost. Transaction costs and financing fees are 
amortized on a straight-line basis. 
 
Financial derivative instruments 

The Organization uses risk management contracts to economically hedge the impact of foreign 
currency changes in anticipated transactions denominated in foreign currencies and to mitigate 
the effect of changes in variable interest rates on variable rate debt. Although management 
considers all risk management contracts to be economic hedges, none have been designated 
as effective hedges for accounting purposes.  
 
  

11



Shock Trauma Air Rescue Service 
Notes to the consolidated financial statements 
March 31, 2022 
(Canadian dollars in thousands) 
 

   

3.  Significant accounting policies (continued) 
Risk management contracts are initially measured at fair value with subsequent changes in fair 
value recognized as gains or losses on risk management contracts in the consolidated 
statement of fundraising, operations and change in net assets. The fair value of these derivative 
contracts is based on an estimate of the amounts that would be paid or received to settle 
these instruments at the consolidated statement of financial position date. 
 
Revenue recognition 

Type of revenue Revenue recognition policy 
 
1) Donation contributions, including those 

received from government agencies 
 

 
Deferral method.  

a) Restricted contributions Recognized as revenue in the year in which 
the related expenses are incurred, unless 
related to property and equipment, in which 
case they are deferred and amortized to 
revenue in the same manner as the related 
asset. 
 

b) Fleet contributions and grants Fleet contributions and grants are internally, 
or externally restricted funds received from 
donors and government agencies that are to 
be used only for the Fleet Renewal Program 
(including H145 helicopter purchases and pilot 
and engineer training). Fleet donations and 
grants are deferred and amortized to revenue 
in the same manner as the related asset or 
expenditure.   
 

c) Unrestricted contributions and 
government contributions and 
assistance 

Recognized as operating revenue when 
received or receivable if the amount to be 
received can reasonably be estimated and 
collection is reasonably assured. 
 

d) Endowment contributions Recognized as an increase in net assets when 
received.  Earnings from endowment assets 
are to be recognized in accordance with the 
objectives of the endowment agreements. 
 

2) Revenue received in advance of the 
period to which it relates 

 

Recorded as deferred revenue. 

3) Site registration and other fees for 
service 

 
 

Recognized as revenue when the service has 
been performed if the amount can be 
reasonably estimated and collection is 
reasonably assured. 
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Shock Trauma Air Rescue Service 
Notes to the consolidated financial statements 
March 31, 2022 
(Canadian dollars in thousands) 
 

   

3.  Significant accounting policies (continued) 
Type of revenue Revenue recognition policy 

 
4) Lottery revenue has two elements: 

 
a) Ticket revenue associated with a 

purchaser buying a ticket with the 
intended purpose of winning a prize  
 
 
 

b) Contribution revenue based on the 
ticket purchasers intended purpose 
to contribute to STARS mission 

 

 
The two elements are determined based on: 
 
The stand-alone value of the ticket revenue 
component measured at fair value as 
compared to other similarly prize based 
lotteries recognized at the time the prizes are 
drawn. 
 
The contribution component comprised of 
the residual and recognized when received.  
 

5) Calendar and merchandise revenue Recognized at the time when calendars or 
merchandise are sold if the amount can be 
reasonably estimated, and collection is 
reasonably assured. 
 

6) Fundraising event revenue Initially deferred and recognized as revenue 
when the event occurs. 
 

7) Realized interest, unrealized gains and 
losses on investments and investment 
revenue 
 

Recognized as earned in the consolidated 
statement of fundraising, operations and 
change in net assets. 

8) Donations of in kind of investments Recorded at market value on the date of 
donation (excluding goods & services tax). 

 
Donations of services and materials 

Donations in kind are recorded at fair market value only when fair market value can be 
reasonably estimated and when the donated materials or services would otherwise normally 
be purchased and paid for by the Organization.  The value of donations in kind recorded in fiscal 
2022 was $1,334 (2021 – $1,135).  Volunteers contribute substantial donated time and services 
throughout the year to STARS; however, due to the difficulty of determining fair market value 
of these donated services, this value is not recorded in these consolidated financial statements. 
 
Expense recognition 

Costs incurred for lottery and annual event marketing material not meeting the definition of an 
asset are expensed in the year incurred.  All prize costs for the lottery and refundable 
fundraising deposits paid prior to the event are recorded as deferred expenses on the 
consolidated statement of financial position until the lottery draw is held, or the event occurs. 
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Shock Trauma Air Rescue Service 
Notes to the consolidated financial statements 
March 31, 2022 
(Canadian dollars in thousands) 
 

   

11.  Long-term debt (continued) 

Credit facility agreement (the “Agreement”) 

Reducing credit facilities 

On December 4, 2008, the Organization entered into the Agreement to finance the purchase of 
the Regina hangar. This $800 reducing leasehold mortgage facility (“Facility 1”) was advanced 
by way of a 3-year master lease agreement that was extended for two 60-month terms, bearing 
interest at 3.19% (2021 – 3.19%), has average monthly lease payments of $8 (March 31, 2021 - 
$8) and matured on September 28, 2021. The total amount outstanding on Facility 1 as at March 
31, 2022 was $nil (March 31, 2021 - $41). 
 
On September 15, 2011, the Agreement was amended to add a second reducing leasehold 
mortgage facility (“Facility 2”) in the amount of $2,300 to finance construction on the Regina 
hangar. This facility was advanced in fiscal 2012 by way of a 6-year master lease agreement 
that was extended for a 60-month term, bearing interest at 3.94% (2021 – 3.94%), has average 
monthly lease payments of $22 (March 31, 2021 - $21) and matures on March 20, 2023. The total 
amount outstanding on Facility 2 at March 31, 2022 was $250 (March 31, 2021 - $513). Both 
Facility 1 and Facility 2 are collateralized by the hangar leases. 
 
Revolving demand credit facility 

On March 19, 2019, the Agreement was amended to add a $1,000 credit facility (“Facility 3”) for 
ongoing general corporate purposes. This facility is revolving, due on demand, can be drawn in 
increments of $5 and bears interest at bank prime. The Organization drew on Facility 3 on 
March 31, 2022 in order to repay the term loan related to the Winnipeg hangar as discussed 
further below. Additionally, the Organization has determined that monthly principal repayments 
of $3 (March 31, 2021 - $nil) will be made, based on the remaining amortization period of the 
term loan of approximately 18 years. The total amount outstanding on Facility 3 at March 31, 
2022 was $665 (March 31, 2021 - $nil). A $1,000 guaranteed investment certificate (included in 
investments – Note 7) has been pledged as collateral for Facility 3. 
 
Term loan 

On September 25, 2014 the Organization entered into an $850 loan with a period of 25 years to 
finance the purchase of the Winnipeg hangar. This loan had an initial term of 66 months with 
two subsequent extensions of twelve months ending on March 31, 2021 and March 31, 2022, 
respectively. This loan bears interest at 2.86% (2021 – 2.86%) and has monthly principal 
repayments of $4 (March 31, 2021 - $4). The hangar, with a carrying value of $797 as at March 
31, 2022 (March 31, 2021 - $860), was pledged as collateral. 
 
On March 31, 2022 the Organization repaid the balance owing on the loan of $663 (including 
interest) by way of drawing on Facility 3. 
 
Various equipment capital leases 

Capital leases for office equipment bearing interest at 10.89% (2021 – 10.89%) with monthly 
lease payments of $7 (2021 - $7) were fully repaid in the current year. 
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Shock Trauma Air Rescue Service 
Notes to the consolidated financial statements 
March 31, 2022 
(Canadian dollars in thousands) 
 

   

19.  Commitments and contingencies (continued) 

Contingent liabilities 

STARS is party to certain legal actions resulting from its operations activities. These actions are 
routine litigation and administrative proceedings arising in the ordinary course of business, 
some of which are covered by liability insurance, and none of which are expected to have a 
material adverse effect on the consolidated financial position, results of fundraising and 
operations or cash flows of the Organization. 

20.  Financial risk management  
The existence of financial instruments exposes the Organization to financial risks. The 
Organization’s overall risk management program seeks to mitigate these risks and reduce 
volatility that may otherwise occur in its financial performance.  Financial risk management is 
carried out by the Organization’s finance group, under policies approved by the Board of 
Directors. STARS’ policies for minimizing these risks are detailed below. 
 
Market risk 

Market risk is the risk that the fair value or future cash flows of financial instruments will 
fluctuate because of changes in market prices. Components of market risk to which the 
Organization is exposed are discussed below. 
 
Interest rate risk 

Interest rate risk refers to the risk that the fair value of a financial instrument or the future 
cash flows associated with the instrument will fluctuate due to changes in market interest 
rates. Interest rate risk arises from interest bearing financial liabilities (long-term debt and 
credit facilities) carried by the Organization. STARS manages interest rate risk by sourcing its 
borrowings from different sources providing short-term and long-term funding, seeking to fix 
interest rates where practical through the use of interest rate swap derivative contracts and 
controlling the mix of liabilities with fixed and variable interest rate obligations. 
 
Currency risk 

Currency risk refers to the risk that the value of a financial instrument or cash flows associated 
with the instrument will fluctuate due to changes in foreign currency exchange rates. The 
Organization enters into foreign currency purchase transactions and has liabilities that are 
denominated in foreign currencies and thus is exposed to the financial risks of earning 
fluctuations arising from changes in foreign exchange rates and the degree of volatility of these 
rates. The Organization uses derivative financial instruments to mitigate its foreign currency 
risk. 
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Shock Trauma Air Rescue Service 
Notes to the consolidated financial statements 
March 31, 2022 
(Canadian dollars in thousands) 
 

   

20.  Financial risk management (continued) 

Price risk 

Price risk is the risk of a decline in the value of a security or portfolio. The Organization is 
subject to price risk on its investments for three primary reasons: 

 Changing interest rates impact the market value of fixed rate investments such as 
bonds; 

 Foreign exchange rates impact the market value of investments denominated in 
currencies other than the Canadian dollar; and 

 General economic conditions affect the market value of the equity investments held by 
the Organization. 

 
STARS manages this risk by using an investment manager for its long-term portfolio 
investments and by investing other funds in short term fixed rate products with high credit 
ratings in line with the Organization’s Investment Policy.  
 
Credit risk 

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the 
other party by failing to discharge an obligation. The Organization’s main credit risk relates to 
its accounts receivable and maintenance contracts. STARS manages this risk by ensuring that 
it enters into business relationships with reputable, credit worthy organizations. 
 
The Organization strives to mitigate risk of financial loss due to financial institution failure by 
maintaining cash balances in highly liquid investments or deposits in or with major Canadian 
financial institutions. 
 
The Organization is also exposed to counterparty credit risk inherent in its interest rate swap 
and foreign currency forward contract derivatives. In all contracts, the counter party is a major 
Canadian financial institution, and the Organization has assessed these risks as minimal. 
 
Liquidity risk 

Liquidity risk includes the risk that: 

 The Organization will not have sufficient funds to settle a transaction on the due date; 
and/or 

 The Organization may be unable to settle or recover a financial asset. 

 
To help mitigate these risks, STARS maintains cash and access to undrawn credit facilities, and 
adheres to its capital management policies discussed in Note 22, and continually monitoring 
forecasted cash flows and available credit under existing banking arrangements. Additionally, 
the Organization uses an investment manager to help alleviate the risk that the Organization 
would be required to sell a portion of its investment portfolio at a time that the market for 
these investments in unfavorable. 
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Shock Trauma Air Rescue Service 
Notes to the consolidated financial statements 
March 31, 2022 
(Canadian dollars in thousands) 
 

   

22.  Capital management 
STARS objective when managing its capital is to safeguard its assets and continue as a going 
concern to provide appropriate benefits and services to its beneficiaries and its stakeholders.  
 
A portion of its capital is restricted, and the Organization must meet certain requirements in 
order to utilize externally restricted funds, as described in Note 3. The Organization has internal 
control processes to ensure that the restrictions are met prior to the utilization of these funds 
and the Organization has been in compliance with these restrictions throughout the year. 
 
Additionally, the Organization adheres to conservative guidelines to safeguard its statement of 
financial position.  These include managing the maturity dates of its debt in order to avoid 
having a disproportionate number of principal repayments becoming due within any fiscal 
period and protecting against volatility in interest rates by ensuring a high percentage of its 
debt is subject to fixed interest rates. 
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