
Please find below some background information on last week’s BC Ferries news release on their 
year-end results... 
  

It comes from FACC Chair Brian Hollingshead, who is responding to one of his FAC Members who 
was asking how BC Ferries managed to make a profit in the face of declining ridership. 
  

--------------------------------------------------------------------------------------------------------------------------------------- 
  

"The starting point goes back about two years, when Martin Crilly, the then Commissioner, issued his 
preliminary ruling for fare increase caps for PT3.  4.15% for the majors and 8.23% for the rest of 
us.  Blair Lekstrom, the then minister, said 'No way. Fare increases for the first year (just completed, 
FY2013) would be locked at 4.15% for all routes.  And the Gov't would give BCF some money to 
make up for the foregone fare revenue.  They then legislated that $80M contribution, which included a 
$21.5M boost over the previous year's service fee, to honour that commitment.  The actual boost 
amounted to $23.9M.  New fare caps would be set by the commissioner for the remaining three 
years.  And they were: 4.1%, 4.0% and 3.9%. 
 

So while traffic was down, BC Ferries managed to save some money along the way, partly by 
introducing a few service reductions on the major routes.  The net result was the 'profit' of $15.5M. 
Out of that, they have to pay the Gov't a $6M dividend, reducing their net profit to $9.5M. 
 

The crunch will come this year and the next two.  The $21.5M was a one time deal.  The addition for 
this year, FY2014, was only $10.5M, based on BC Ferries cutting costs further and introducing some 
service cuts.  The service cuts have been delayed for a year.  As a result, the Gov't is contributing 
another $7M for this year.  The expectation is that the service cuts will kick in at the beginning of 
FY2015, ie April next year.  The fly in the ointment is that BC Ferries and Gov't expectation that traffic 
will remain at FY2012 level.  It didn't in FY2013, and if the ten year trend continues, traffic will 
continue to drop this year and into the future.  
 

Last year, when they were explaining the $9M loss, they noted that vehicle traffic was the lowest it 
had been in 13 years and passenger traffic was the lowest it had been in 21 years.  So, this year, 
vehicle traffic was the lowest now in 14 years, passenger traffic the lowest in 22 years.  This wasn't 
mentioned this year, perhaps because they're not needing to explain a loss. The trend, however, 
continues. 
 

Bottom line:  The saving is legitimate, but the real test is yet to come over the next two years.  Falling 
traffic, reduced service fee boost and hoped for service reduction savings.   The net profits they 
manage to achieve, this year or following years, will be largely reinvested in their capital program, 
lessening the need to borrow, which reduces the interest payments they'll need to make for the next 
twenty years." 
  

Hope this helps... 
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