Ferry Advisory Committee Action Minutes

ABCFerries

Date: November 13, 2009 Time: 8:30 a.m.

Location:

Attendees:

Sheraton Vancouver Airport Hotel
Richmond, BC

FAC Committee

BC Ferries

Stephen Waugh

Rob Clarke, Executive Vice President & Chief Financial Officer

Mayor Bev Parnham

Mark Stefanson, Vice President, Public Affairs

Ed Russ

Parvinder Bal, Regional Director, Terminal Operations

Brad Setso

Grant Bierlmeier, Director, Pricing & Revenue Performance

Larry Greba

Paul Madsen, Executive Director, Strategic Planning

Sharron Cartier

Steve Anderson, Manager, Fleet Deployment and Scheduling

Sandra Boyd

Maureen Tighe, Terminal Manager, Prince Rupert & Skidegate

Kathy Nylen

Sarah Cotton, Manager, Stakeholder Relations

Maria Martin, Alternate,
Heiltsuk Tribal Council

Louise Wilson, Alternate,
Denny Island

Absent

Captain Tim O’Farrell, Acting Marine Superintendent

Absent

Kathy Bedard

Mayor Carol Kulesha

Route 10A Presenters

Robert Williams

David Hahn, President & CEO

Steve Emery

Janet Carson, Vice President, Marketing & Travel Services

Medric Reid

Peter Simpson, Director, Fleet Operations Strategy

Eric Kalnins, Sales Manager, Travel & Tourism

Guests for Route 10A Presentation

Stephen Smith, Board of Directors, BC Ferries

Dave Petryk, President & CEO, Tourism Vancouver Island

Kevan Ridgway, President & CEO, Vancouver, Coast & Mountains

Andrew Little, Manager, Intergovernmental Relations and Planning,
Ministry of Tourism, Culture and the Arts

Richard Lewis, Director, Sector Development & City Destinations,
Tourism British Columbia

Rob Gialloreto, President & CEO, Tourism Victoria —
via conference call

Bruce Wishart, Executive Director, Tourism Prince Rupert -
via conference call

1. Call to Order: 8:42 a.m.

2. Approval of Agenda: The following additions were made to the agenda:

- Kwuna - barge service
- Letter from the Central Coast Chamber of Commerce - will address 3 out of 4 issues
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within the letter
- Mr. Gordon Usher of Moresby Island
The rest of the agenda was approved.

3. Approval of Previous Meeting Minutes: Approved.

4, Correspondence: Mr. Gordon Usher of Moresby Island wrote to say that with the barge
service schedule in place, the Ferry from Prince Rupert cannot connect with the barge sailing.
ACTION: Steve Anderson to look in to the possibility of delaying the last sailing on
Thursday nights to meet the Route 11 ferry. COMPLETED.

Central Coast Chamber of Commerce Letter - Louise Wilson, President of the Central Coast
Chamber of Commerce (CCCC) spoke to the letter and the chamber’s concerns. Louise felt that
the minutes of the last meeting held in July should have reflected the details of the ASP process.
Rob Clarke then removed himself from the discussion as his brother is a proponent in the
process.

Louise was concerned about the reduced stopover time at Denny Island (Shearwater) as a result
of the schedule changes implemented last summer. Denny Island has been trying to promote
their tourism product and Louise asked if there can be a balance between the stop in Shearwater
and the stop in Bella Bella (MacLoughlin Bay). Rob Clarke responded that BC Ferries needs to
take this away. One of the issues operations is facing is that they can’t tie up and the vessel

has to hold the entire time so an entire bridge team is needed. Therefore, the fundamental
issue is the docking structure. ACTION: BCF to look into the length of the holdovers at
Denny Island and Bella Bella as well as operational issues and get back to the Central
Coast Chamber of Commerce.

Water access to the Bella Bella Ferry Terminal was another area of concern for the CCCC. In the
past it has been possible to access the ferry terminal via the dock adjacent to the terminal
building. Recently, water access has been denied.

The CCCC noted that there is some confusion and miscommunication regarding the reservation
process on the Nimpkish and Queen of Chilliwack. Residents are told the vessel is full when
there is additional room available. ACTION: BC Ferries to speak to reservations regarding
the process in place for the Nimpkish and the Queen of Chilliwack.

ACTION: BC Ferries to review the letter, look into the concerns presented and respond
to the CCCC and North Coast FAC. COMPLETED.

5. Presentations:

a. Operations Report - Rob Clarke presented the Marine Operations report with information
on safety and security, traffic, on time performance, master planning and financial performance.

The FAC asked if the Operations Slide could be changed to say “"North and Central/Mid Coast”.
ACTION: BC Ferries to update this slide for the next meeting.
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Ed Russ noted that notification of cancellations needs to be worked on as the notice comes too
late. Parv Bal responded that BCF would like to know of any ideas for better communication and
we will plug it in to our operations centre. Bev Parnham thought a phone system such as those
used in the high schools would work. Steve Waugh suggested sending voice shots to 15-20 key
people who will fan it out. ACTION: Ed Russ to send improved communication
suggestions to Operations.

At the end of the operations report, Parv Bal, Regional Director, Terminal Operations, informed
the FAC that he has resigned from BC Ferries and is taking a position with Air Canada in Alberta.

b. Tariff Rationalization - Grant Bierlmeier continued the discussion from the spring around
tariff rationalization on Route 26 for April 1, 2010.

Guiding Principles:
Revenue Neutrality
Simplicity
Reasonability

Bicycle rates — Grant stated that BCF is looking to charge $2.00 for bicycles across the fleet.
However, those customers who use an Experience Card will receive a discount of $2.00.

Oversize Rationalization — The current tariff considers an overheight vehicle to be over 7 feet tall
and 7 feet wide. With the proposed changes April 1, 2010, BCF would charge the underheight
vehicle rate for the first 20 feet and the commercial per foot rate for extra feet. With these
changes, 95.2% of customers on the route would pay the same.

Experience Card Buy In Levels — BCF will be increasing the buy-in level for the Experience Card
when the fares go up April 1% of each year. This will ensure that buy-in levels remain relevant
as fares increase. As of April 1, 2010, the $40 buy-in level will be increased to $45 and the $75
buy-in level will be increased to $85. At the Spring FAC meeting, BCF identified the passenger
only buy-in level as potential tariff clutter due to the very low usage. The FACs felt the
passenger only buy-in level provides an alternative for those who cannot afford to load their
accounts at the passenger and vehicle buy-in level. In the future, BCF will continue to monitor
the usage of the passenger only discount accounts.

CirclePac and SailPass — These products are the last two paper based products in the BCF
system and have very low utilization. BCF would like to remove these products and the North
Coast FAC had no objections to removing them.

Northern Routes Tariff Rationalization Proposal (all northern routes with the exception
of Route 26).

Group Rates - the usage of group rates is extremely low. BCF will look to the Travel Centre for
packaging rather than discounting the tariff.

Oversize Rationalization — Grant spoke to the Vancouver Sun article on complaints of OVH
charges. Grant proposed that on routes 10,11 and 40, BCF would move to charging the
underheight vehicle rate for the first 20 feet and the commercial per foot rate for extra feet.
Approximately 77% of customers on these routes would be unaffected by the changes to the
oversize tariff.
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Resident Rate — Grant spoke to the Kuper Island example of using the Experience Card to obtain
a resident Rate. He felt it would need a bit of tweaking to work in the northern communities.

Louise Wilson brought up the example of the extra fee on the Northern Adventure to have
access to the Observation Deck. Rob Clarke responded that if BCF doesn’t pursue ancillary
revenue opportunities, then the knock off effect will be an increase in fares. Sandra Boyd
replied that the extra fee is not an issue for the European tourists but the locals feel the prices
are too steep and BCF is getting some negative feedback. Bev Parnham would like to know how
many people take advantage of the observation deck and how many people are taking the ferry
- might be worth raising the rate across the board for all to enjoy.

c. Alternative Service Provider Initiative (Rob Clarke excused himself from the
meeting for the discussion of this item)- Paul Madsen provided an update on the initiative
for an Alternative Service Provider (ASP) on Route 40. He outlined the current situation,
Request for Proposals (RFP) process, and next steps.

Paul let the FAC know that BCF is currently reviewing the responses to the RFP. He described in
July that BCF is determining if there is an opportunity to deliver alternative service in Ocean
Falls and Shearwater more cost effectively.

BCF would prefer the ASP to provide year round service as it eliminates maintaining the
terminals, but we are looking at off-peak and full year service.

Louise Wilson said she has very serious concerns about year round service with the ASP as the
rug will be pulled out from under the residents on Denny Island. Paul Madsen replied that it is
quite a complex process in terms of scheduling. As BCF is currently reviewing the RFPs, Paul
said he would take Louise’s concerns away and include them in the assessment process.

Louise asked if the cost of maintaining the terminals is really a big cost saver. Paul responded
that if the ship is smaller than the Chilliwack then then docking facilities would be less and the
costs would be lower over the long term. Louise asked who makes the decision on the ASP and
what is the process? Paul replied that BCF has the proposals in, we will make a recommendation
and draw a conclusion and then look to the government for approval. The ASP process is part of
the Coastal Services Act - section 69. It makes good business sense to look at this.

The FAC expressed concerns regarding the impact on the community and tourism. Paul replied
that BCF is ultimately responsible for the service and we're not stepping away from the
responsibility. Paul continued to say that BCF will come back to the FAC to let the committee
know of our decision.

Stephen Waugh let the FAC know that they can write to the provincial government to let them
know the committee’s concerns.

December/January Service - the FAC asked what kind of service and scheduling will be in place
for these two months. Steve Anderson replied that the schedule information was released on
November 12, 2009.

6. FAC Agenda Items:

Security Update Presentation — Bev Parnham asked if BCF works with emergency
representatives and have dialogue with communities. Parv Bal responded that the OSC has
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streamlined information gathering with all communities and we can be linked with all agencies
we need to be involved with.

Stateroom rental deposit — Brad Setso mentioned that many residents do not have credit cards
and $150 is steep for a deposit. It is an issue for residents such as elders with medical
conditions. He would like to see it done away with. Maureen Tighe replied that BCF is looking
into it. The catering superintendent and chief steward are reviewing the complaints and looking
at this process. Parv Bal added that this practice was implemented due to damage, vandalism
and smoking. Maria Martin said a lot of concerns regarding the deposit have come forward from
Bella Bella as well.

Kwuna Barge Service - customers have been impressed by the service itself. The barge did an
extra sailing for free but the residents would like to see the hours extended. Eddy Russ flagged
that the Barge Service hours of operation ended before the Thursday Route 11 arrival at
Skidegate, whereas the normal service did allow for a connection if everything was running on
schedule. ACTION: Steve Anderson to discuss options with Wainwright Marine Services
to determine the feasibility of delaying the last barge sailing from Skidegate to 9:30
pm on Thursdays to connect with the Route 11 arrival. COMPLETED.

Route 10A Proposal — BC Ferries presented on the proposed Route 10A service from
Tsawwassen — Port Hardy to the North Coast FAC and key tourism stakeholders in attendance.
BCF reviewed the existing route 10 service, introduced the proposed new service and discussed
marketing support, the consultation process and next steps.

In order to provide service between Tsawwassen and Port Hardy, BCF would need to replace a
Port Hardy to Prince Rupert sailing with a Port Hardy to Tsawwassen sailing. This would occur
every 2 weeks - 10 out of 74 round trips in the summer.

Anthony Everett asked for the number of passengers who are travelling on route 10 without a
vehicle today. ACTION: Grant to provide this information for Anthony.

Janet Carson spoke to the Travel Centre and its role in the promotion of Route 10A. She noted
that the Travel Centre’s ability to communicate with the consumer is very high.

The FAC asked if the communities will get input as to how they are promoted. David Hahn
replied that we want to make sure it's consistent with the community’s image. Stephen Waugh
said the Travel Centre would likely use images supplied by the Regional Destination Marketing
Organizations to keep costs down and not reinvent the wheel. Janet added that to manage the
level of content, we want to dovetail with what we're selling. Janet will also ensure BCF is
involved with co-op marketing as the packages get significant traction. The northern itinerary
timeframe averages 8 days.

Anthony Everett noted that NBCTA wants to partner again on a cooperative marketing campaign
but he is not convinced that route 10A is it, as communities such as Terrace, Smithers, and
Prince George are impacted by Route 10 service.

Kevan Ridgway wants to ensure the Sunshine Coast is included in packaging as he would hate to
see this lost in this proposal.

Bev Parnham added that she sees marketing working for the urban market.

David concluded that the onus falls on Rob Clarke and himself. BCF logically has two courses -
either start cutting expenses or grow the business. He therefore believes it is worth doing
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something like this as the losses are equally dramatic and can’t go on. BCF continues to see
declining ridership. Over the 50 year history, BCF has significant amounts of information that
speak to the correlation of ridership and the population of the areas served. We've got to find a
way to access the bigger marketplace.

Dave Petryk asked for the percentage of local ridership on route 10. Rob Clarke responded that
irrespective of that percentage, the correlation is with tourism to the markets served. It's hard
to grow a service if the marketplace isn't there. If you go back over 50 years, there’s a huge
correlation between ridership and population. Dave Petryk responded that he would like to see
the numbers on resident travel versus tourism travel. ACTION: Grant Bierlmeier to get
numbers on resident travel versus tourism travel as well as correlation of ridership
and population.

Stephen Waugh said he is looking forward to the marketing initiative — the possibility of
partnerships and packages is exciting. Innovation is something we're not used to, but there’s a
glimmer that something could be coming together here. There are clearly some challenges to
address to the stakeholders — more discussion will ensue quickly. The North Coast FAC will
follow the feedback from public consultation. The committee would entertain this with an open
mind and begin the process of how this might affect us.

Louise Wilson said that public consultation should be extended to the Central Coast. Stephen
Waugh replied that the FAC can have these discussions with our communities.

Following the route 10A presentation, the FAC reconvened to continue the meeting. Stephen
Smith wanted it noted that there were no representatives from Prince Rupert at the presentation
as Bruce Wishart was unable to hear the discussion on the conference call line.

Bev Parnham asked if there is any way that communication at the Public Consultation can be
distributed to the FAC. ACTION: Sarah Cotton to send out Route 10A Public Consultation
notes once complete.

Stephen Waugh would like to see some inter-FAC conversation and suggested that someone be
brought in if that’s the decision.

Waugh said the FAC will leave it up to BCF to determine in the FAC needs to do consultation and
hear feedback from the Central Coast. Louise Wilson to get feedback to BCF in order to gage
the temperature of the communities.

Mark Stefanson noted that BCF will likely make a decision on route 10A in the coming months -
in time for Rendezvous-Canada in May.

Brad Setso asked if there is a contractual agreement with government regarding this proposal.
Rob Clarke replied that BCF is in discussions with the government and we need to negotiate a
change in the contract. Rob added that there is a declining picture here - if we don’t have a
game changer, we're just on a downward slope.

Bev Parham said that there may be some opportunities here including onboard opportunities.
She suggests that better partnerships are built and determining how we can make the most of
this infrastructure is important. Sandra Boyd added that keeping the communication open is
key.

Kathy Nylen asked if BCF has any updates on a replacement ship for the Queen of Chilliwack.
Rob Clarke replied that we looked at two vessels in Europe and once again we came up dry.
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One was a brand new ship but didn’t meet the criteria laid out in the contract. We also looked at
a vessel that was built in the mid 1980s but in looking at it, we determined that we’d be better
off investing in the Queen of Chilliwack.

Subsidies for food products to and from Queen Charlotte Islands - the regional economic
development society is looking at marketing food products off island.

Brad asked if this ties in with the subsidies of the northern routes. Rob Clarke replied the key is
that there’s a lot of lore about why these subsidies occurred between to the federal and
provincial government. The agreement Rob has seen states the federal government will pay the
provincial government in return for the provincial government taking all responsibility for
determing the level of ferry service to be provided. In setting up the Coastal Ferry Service
Contract that was implemented April 1, 2003, that subsidy was divided up among all non-major
routes with the exception of route 12 because there’s a highway alternative. Rob is not aware of
any specific subsidy. He noted that we are capped in terms of average yield through the price
cap process. We could conceivably look at a discounted commercial fare for carriage of certain
goods, but it would be at the expense of higher fares for other traffic categories. If there’s an
appetite to have a higher fare generally so it's lower for some commercial products, we would at
least look at it, but it has to be revenue neutral.

Brad replied that maybe the communities need to champion the government for the subsidy.

Rob noted that the subsidy increased significantly in the last few years - in F2010 especially due
to introduction of the Northern Expedition.

Mark Stefanson suggested that the North Coast FAC could write a letter of support to the Federal
Finance Minister to get $120 million duty remission back.

Bev Parnham made a motion to send a letter to the federal government. North Coast FAC to
write a letter of support to the Federal Finance Minister to get $120 million duty remission back.
Motion carried. ACTION: Sarah Cotton to provide background to Stephen Waugh to draft
letter. Stephen to send letter around to FAC group.

Rob Clarke emphasized that the BCF contract means that we put that duty remission to the
service fee, not our bottom line as such. If we're successful in getting duty remission on Super
C class vessels, it will go to our price cap. The thing to focus on is that the import duty has had
a negative impact on fares and the taxpayer of BC.

Possibility of motion concerning ASP process - Suggested Motion: the North Coast FAC supports
the motion that Shearwater and Ocean Falls do not lose existing access to the peak season route
40 service with the Queen of Chilliwack. Larry seconds the motion. All in favour. Carried.

Stephen Waugh noted that BCF has core services that they have to provide. It doesn’t state
what vessels they use. Suggests two motions.

Bev Parnham added that the community may not necessarily be able to have input on the
process. Denny Island is asking for enhanced service, and it’s not part of the core service.

Steve Waugh suggested that rather than a motion, the community should lay out these key
considerations for BCF while undergoing this process. Louise Wilson suggested that in the
interim, Denny Island will continue to lobby.

Steve Waugh encourages BCF to have communication with the communities involved.
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Potential ferry terminal in Klemtu - Larray Greba noted there is an opportunity for Klemtu to
lobby government for funds for a new terminal. The Northern Expedition can’t get into in
Klemtu in the winter so BCF is forced to use the Northern Adventure. If the dock moves and
becomes larger, then BCF is able to use the Northern Expedition.

Motion: The FAC supports the construction of a new ferry terminal in Klemtu that would allow
BCFS to operate the Northern Expedition on the Northern routes year round. Larry made the
motion. Sharron seconded. All in favour. Carried.

Stephen Waugh ended the meeting by saying he encourages the FAC to have ongoing dialogue
between the meetings. The FAC can send correspondence to Co-Chairs or Sarah Cotton.

8. Next meeting: Spring 2010

9. Meeting adjourned 3:37 p.m.

Approved:

Rob Clarke, EVP & CFO Date: December 30, 2009

Stephen Waugh, Co-Chair Date: January 5, 2010
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