
 

 

Ferry Advisory Committee Chairs 
 
Gord Macatee           
Ferry Commissioner 
BC Ferry Commission 
PO Box 9279 Stn Prov Gov 
Victoria BC 
V8W 9J7 

20 Dec 2014 
Dear Mr Macatee 
 
BC Ferries’ Proposed “Fare Flexibility and Digital Experience Initiative” 
 
The Committee of Ferry Advisory Committee Chairs (FACC) broadly welcomes the initiative by BC Ferries to 
develop and enhance reservation systems for its customers, but has significant concerns about the long-
term impact of the proposal on fare levels across both the reservable and non-reservable ferry routes. 
 
Our concern essentially focuses on four aspects of the proposal; the mechanism for financing the capital 
costs and amortization on the project, recovery of the $13 million presently generated by the reservation 
system, the wider impact on vehicle and passenger fares across the ferry system and the protection of ferry 
users’ interests in the process.      
 
Financing the project 
 
The eight reservable routes that will benefit from the proposed “Fare Flexibility” element of the project 
carry, between them, around two-thirds of BC Ferries’ vehicle and passenger traffic and account for almost 
90% of operating revenues. The potential benefits to customers on these routes will not, in the foreseeable 
future, be enjoyed by customers on the remaining unreservable routes.  Yet the current mechanism for 
funding new capital investment would potentially see the capital cost recovery and the recovery of the lost 
reservations revenue being spread across all 25 regulated routes.  Additionally, this would imply that, in the 
event of the project failing to achieve its financial targets, measures to mitigate any deficits would also 
impact on ferry users on the non-reservable routes. 
 
Given the scale and uniqueness of this proposal – and the very specific target market at which it is aimed – 
we encourage the Commissioner to consider the case for containing any financial impacts associated with 
the fare flexibility and vehicle reservation systems to those ferry routes to which the benefits will accrue.  
As presented, we would expect the project to become sufficiently profitable to absorb the annual capital 
costs, the recovery of the lost reservations revenue and the tariff revenue foregone to the fare discounts. 
 
The wider impact on vehicle and passenger fares 
 
In their proposal, BC Ferries states that only about 20% of vehicle traffic on reservable routes is currently 
pre-booked through the existing reservation systems and that the aim of the project is to progressively 
increase the proportion of advance reservations using a graduated scale of discounts determined by time of 
booking and anticipated load factors. The proposal also makes provision for some premium rate products 
to be made available at higher fare levels, incorporating other undefined benefits as part of the ticket price.   
The proposal refers to a ‘rack rate’ that will always be available for ‘turn-up-and-go’ traffic and for non-
discounted reservations that “may” provide free exchangeability or refund (Flexi fares).  The ‘rack rate’ 
fares would be the default fares when the limited number of ‘saver’ and ‘super saver’ advance reservations 



 

 

are sold out.  This ‘rack rate’ would be set such that with discounts and premiums on other fares, the 
average fare will meet or exceed the fare cap.  It may, or may not, by itself, exceed the fare cap. 
 
This would appear to be consistent with the present mechanism by which the average fare paid (derived 
from a basket of fares covering all fare products) is moderated against the price cap, but as we have 
already seen with recent fare increases, this does encourage the operator to increase the most frequently 
used fares above the price cap, providing there is a rebalancing of the average fare within the successive 
four quarters. 
 
We are concerned that the implementation of this project under the existing price cap mechanism has the 
potential to result in significant above-cap fare increases for ‘rack rate’ customers throughout the ferry 
system in order to fund the discounts proposed for advance reservations. We believe this could prejudice 
the protection that the price-capping process is intended to provide against excessive fare rises for the 
majority of ferry users who, for a variety of reasons, cannot take advantage of discounted advance 
reservations.  
 
There is a close parallel here to the price-capping process applied to Britain’s train operating companies 
following privatisation, when the trend toward discounted advance reservations threatened to impose 
substantial increases on standard rail fares for commuters and ‘turn-up-and-go’ off-peak travellers. The UK 
government identified a basket of fares (the “regulated fares”)  that would be subject to a price-capping 
process linked to general inflation rates, leaving train operators free to offer a range of other fare products 
(the “unregulated fares”) at rates determined by the market.  After more than 20 years of market maturity, 
45% of rail users still depend on the protected fare product. 
 
We therefore urge the Commissioner to consider the case for a modification to the price regulation 
mechanism to protect the interests of ferry users who will continue to use the ferry system who, for 
whatever reason, are obliged to pay the full ‘rack rate’.  We believe there is a strong argument for the 
basket of ferry fares that is used to derive the average fare paid to exclude fare products (discounts) that 
are not available to ‘rack rate’ customers and premium fares. This would ensure that the application of the 
price cap will protect ferry users on both reservable and non-reservable routes from predatory price 
increases on ‘rack rate’ fares as a means of funding discounts for some customers.  In effect, we 
recommend that the ‘rack rate’ fare products become the “regulated fares” controlled through the price 
capping protocol, with the other fare products treated as “unregulated fares” and not included in the 
calculation of the average fare.     
 
Ferry user representation 
 
We are also concerned that there is no equivalent body to the Ferry Advisory Committees to represent the 
interests of the 10 million ferry users each year who travel on the major routes that are the primary target 
for this proposal.  We urge the Ferry Commissioner to consider whether the interests of those 10 million 
ferry users would best be represented through the establishment of some form of Ferry Users’ Council for 
ferry routes to and from the Lower Mainland. 
 
Sincerely 
 
Brian Hollingshead, Co-Chair, FACC 
Cc  Mr Sheldon Stoilen 

FACC members 
Ms Corrine Storey 


