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Questions for BC Ferries about the March 31, 2005 Report to the Commissioner

1.

3.

What are the reasons for re-classifying some revenues and expenses in the 2004/05
Route Report versus the Annual Audited financial statements? There is an apparent
difference in the treatment of Ancillary Revenue, Total Operating Expenses,
Amortization and Interest Expense. Please refer to Attachment 1.

Why were the amounts for Operations, Maintenance and Administration expenses re-
stated for the 2003/04 fiscal year in the 2004/05 Annual Audited financial statements?
What was the basis for the re-statement? After the re-classification of 2003/04
expenses there was no re-statement of individual route operating expenses in the
2004/05 Report to the Commissioner. Why were the individual route finances not
affected by the re-classification of expenses? Is a consistent method of classifying
expenses going to be used for financial reporting for the balance of the first term of
the Coastal Ferry Services Contract?

BC Ferry Services Inc. $ %
Audited Financial Statements ($ 000s) Increase  Increase
Year Ended March 31, 2004 (Decrease) (Decrease)
2005 2004 in 2005 in 2005
Annual Rpt  Annual Rpt  Annual Rpt  Annual Rg
Expenses
Operations 286,048 261,387 24,661 9.4%
Maintenance 86,136 79,361 6,775 8.5%
Administration 38,862 70,298 (31,436) -44.7%
Cost of retail goods sold 23,298 23,298 - 0.0%
Amortization 47,355 47,355 - 0.0%
Total Expenses 481,699 481,699 - 0.0%
The table on page 17 of the Report to the Commissioner classifies cancellations as to

whether or not the cancellations are allowed by Schedule A,2(a) of the Coastal Ferry
Services Contract. The shaded section titled “Cancels Not Allowed for in Schedule
A,2(a) of the Coastal Ferry Services Contract” totals 60 sailings which have a service
fee value of about $53,000 (see attached Attachment 2). The reported service fees in
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the Report to the Commissioner are about $17,000 less than the maximum allowable
service fees. How were the reduction in service fees calculated on a route by route
basis, and how do the reduced service fees relate to “Cancels Not Allowed for in
Schedule A,2(a) of the Coastal Ferry Services Contract”?

4. When individual route finances are compared to the vessel refit schedule, a large
swing in expenses year-over-year can usually be explained by the timing or extent of
the refits for vessels on a route. Please provide explanations for the large change in
costs in 2004/05 for the following routes, which do not appear to be explained by the
timing of vessel refits:

¥ Route 4 (Fulford — Swartz Bay) had a significant improvement in Net Route
Earnings in 2005 ($836,000), partially due to a 5% increase in revenue. There
was also a decrease in operating costs of $476,000 in 2005 despite the fact the
Skeena Queen did not go into refit in 2004 or 2005.

¥ Route 20 (Chemainus-Thetis-Kuper) showed an increase in operating costs of
$418,000 in 2005, while the Klitsa had a refit in 2004, not 2005.

¥ Route 24 (Quadra — Cortes) showed a decrease in operating costs of $426,000
in 2005 while there was a similar amount of refit activity on the Tenaka or
Tachek in each year.

5. The table on page 19 of the Report to the Commissioner indicates that Route 10 (Port
Hardy — Prince Rupert) sailed 2 extra round trips. The Service Notices were
examined for the 2004/05 fiscal year and no mention was found about extra
unscheduled trips on Route 10. When were the 2 extra round trips performed, and
how was the public informed of the trips so that they could reserve passage?

6. Route 1 (Swartz Bay — Tsawwassen) experienced traffic growth (3.7% for vehicles
and 4.9% for passengers) and 7.3% revenue growth in 2004/05 compared to 2003/04,
but a 10.5% increase in expenses resulted in reduced net earnings for the route.
Please explain why expenses grew more than revenues in 2004/05 compared to
2003/04. Please refer to Attachment 3.
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