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1. Executive Summary

The Pacific Pilotage Authority has been challenged on many fronts in fiscal 2016. The marine
industry that we serve struggled through another year with ongoing issues of overcapacity,
limited cargo opportunities and record low charter and freight raleseltough economic times
havehad a direct impact on the PPA and pushed us to find ways to keep our costs at a minimum
whilst still maintaining our world class safety record.

After negotiations we came to an agreement with our strategic partners, eaBCPilots Ltd.

(BCCP), to realise a benefit in excess of $1 million that could be passed onto the shipping
industry.This was a rollback in a contract that was previously agreed to by the BGEY.

understood the difficulties the industry was expeiieg@nd wanted to assist as they understood
that it is in everyonebds best interest to kee

We are proud to have worked collaboratively with all of our stakeholders and successfully
represented the variety of interests of industry in 2016. We have agreed to work tagdther

havebuilt a sophisticated traffic, financial, and workforce planningledavhich will guide

future manpower decisions and be used to dire
fluctuations in pilot supply. The same model was used to gain support from our industry for the

2017 tariff to eliminate the objection wadhregarding our proposed surcharge for fiscal 2016.

We have used the same model to collectively agree on a proposed 2018 tariff.

At the same time, we continued to adhere to our corporate values of being innovative and

fiscal 2016 weproudly completeaur first full year of dedicated marine helicopter pilot transfer
service in Canada. The continued use of the h
support for the program and the ability to gain efficiencies ahead of a large energy proponent

moving forward on the West Coast, which will require helicopter transfers in ordezdbthe

efficiencies and minimum safety requirements that have been establistits end, the

program was suspended in fiscal 2017 as we walit for a large energy prapament ahead,

and future use will depend on continued Industry support.

We completed 11,638 coastal assignments and 1,023 Fraser River assignments on the west coast
of Canada in 2016. This translates to a 2% decrease in the number of ships movguhasdo

to 2015. Commodity market instability and the resulting reduction in world trade were the

primary drivers of this decreas#e anticipate ending 2017 with 12,414 coastal assignments and
1,107 Fraser Rivaassignments. This translates into a 7% iaseein the number of ships moved

as compared to 2016.

The two most important factors in meeting our mandate of providing a safe and efficient pilotage
operation on the west coast of Canada are our safety record and the number of delays to vessels
causeby the Authority. Our safety record on Can
only five minor incidents reported in 2016 for a success ratio of 99.96%. With regard to delays

our success ratio was 100% with no Authority related delays in theWeawill continue to
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work with industry and the pilots in order to reach the elusive 100% success ratio both for safety
and reliability.

This year we continued the fourth consecutive year of our planned run down of our surplus. As a
result of this reductio we posted a deficit of $3.8 million in 2016. This action was planned and

agreed upon by our Board of Directors in order to assist our customers and bring our reserves
down. In fiscal 2017, we intend to implement tariffs which will moderatafrovethe

Aut horityds financi al position so that operat
turned into moderate gains. These actions were all planned through consultation and support

from the industry we serve.

The grounding and subsequent sinking of\lathan E Stewartwas a game changer for waiver
holders on the west coast of Canddaaddition to a number of safety related chantjes
Authority has also taken on the responsibility of actively monitoriegrbvements of nen
piloted vessels on the coast until a more robust solution is developed and impledgiated.
proactive measure, the Authority is also in the midst of performing a WaiveARsg#ssmerin
2017.

We continued our outreach program in @@hd 2017 We visited ports and communities to

share information on the safety of shipping on the west coast of Canada and have actively sought
out opportunities to showcase marine safety oWtkstCoast.To this regard, we continue to

build trust and anfidence in our world class services. We have hosted and participated in open
houses explaining the role of the Pacific Pilotage Authority in maintaining marine and

navigational safety and protecting the pristine waters of the BC coast.

The Authority wil continue to pursue its mandate of providing a safe, efficient and cost effective
pilotage operation on the west coast of Canada by meeting its strategic objectives and remaining
committed to becoming a world leader in marine pilotage.

Our success istgely a result of the excellent relationship that we enjoy with our shareholders,
the industry we serve and the pilots moving the vessels safely on our coast.
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2. M andate Corporate Profile and Governance

2.1 Mandate

The mandate of the Authority is to establish, operate, maintain, and administer in the interest of
safety, an efficienpilotage service within the regions set out in respect of the Authority, on a
basis of financial sel§ufficiency.

2.2 Corporate Profile

ThePacific Pilotage Authority was established February 1, 1972, pursuantRddtage Act
The Pacific Pilotage Authority is a Bedule 11, Part | (FAA) Crowrtorporationcomprisedof a
Chair and sixBoardmembers appointed igovernor in Council

The Authority is not an agent of the Crown.

2.3 Powers

To carry out its responsibilities the Authority has made regulations, approv@adveynor in
Council pursuant to theilotage Actfor:

1. Establishing compulsorpilotage areas,
2. Prescribing the ships or classes of ships that are subject to compnilstage,

3. Prescribing classes gilotd s | i ¢ e n c e s pil@aya certfitates thae mayeo f
issued,

4. Prescribingthe tariffs ofpilotage charges to be paid to the Authoritygdibotage services.
In addition, the Authority is empowered by tRiotage Actto:

Employ such officers and employees, includiilcgnsedpilots, as are required,
Contract with a body corporate for the serviceagsedpilots,
Make bylaws respectinghe mamagement of its internal affairs,

w0 nh e

Purchase, lease, or otherwise acquire land, buildings, pilot launches and such other
equipment and assets as may be required and to dispose of any such assets acquired.
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2.4 Corporate Objectives

The Authority'sCorporateObjectives are:

1. To providesafe, reliable and efficiembarinepilotageand related services in the coastal
waters of British Colurbia, including the Fraser River,

2. To implement sustainable practices within the Authority and contribigeviernment's
environmental, social and economic policies as they apply to the marine inoiu sty
Pacific coast of Canada,

3. To provide the services within a commerciadhyented frameworkby maintairing
financial seltsufficiency, througta combinatiorof cost management atariffs thatare
fair and reasonable,

4. Toachieve the highegiroductivuty of the Authority's resources the interest of safe
navigation,

5. To assume a leadership role in the marine industry we serve, by facilitating decisions
resuling in improvements to navigational safety and the efficiency of marine operations.

25 Vision Statement

The Authorityd sision isto be a world leader imarinepilotage

2.6 Mission Statement

The Pacific Pilotage Authoritis dedicated tproviding safe, efficient pilotage by working in
partnership wittpilots and theshippingindustry to protecand advancéhe interests of Canada.

2.7 Corporate Values

Management and Boar d me Qdponate/aluesannuallwto énbuee Aut ho
their contirued relevance and applicabilifijhe Corporate Values are:

1. Honesty/Integrity We will ensure honesty and integrity in everything that we/de.
share responsibility for being effective, accountable and acting appropridiely.
consider the outcome of dsions for all those affected before we implement chavge.
act with visible integrity and openness, and support each other in these actions.

2. Positive Stakeholder Relation$Ve will work hard to maintain positive relations with all
stakeholders includmthemarineindustry, thepilots and their respective organizations,
our employees, the communities in which we operate and all other related individuals and
organizations.
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3. Service Quality We strive for excellence in all our activitiad/e continuouslyearn,
develop and improvéVe take pride in our work and in the services we provide to our
clients and partners.

4. Accountability/ResponsibilityWe are accountable, as individuals, team members and as
an organization for our actions and our decisidtvis.make effective and efficient use of
the resources provided to W¥e adhere to our policies and procedures nagsion and
objectives, and tthe regulations governing ugvVhen our commitment to innovation is at
odds with existing procedures, we wilbvk within the system to achieve positive change
and improvement.

5. Adaptability and Innovation We value innovation and creativitye encourage and
support originality and diversity of thoughAs individuals and as teams, working with
our internal and xernal partners, we welcome new ideas and methods to enhance our
service and the use of our resources.

2.8  What is the Pacific Pilotage Authority

Commercialvessels of 350 gross tons or lar@@easure vessels of 500 gross tons or layger)

while travellingin Canadiarcompulsory pilotagevaters, are legally obliged to use the services

of a Canadian marine pilot as per Bitotage Act The Pacific Pilotage Authority is a federal

Crown corporation whose mandate is to administer this servibe wwaters of wstern Canada.

Our area of jurisdiction encompasses the entire British Columbia coast, extending approximately
two nautical miles from every major point of lafdhis jurisdiction includes the Fraser River and
stretches from Alaska in the north to Washington State in the south and is one of the largest in
the world.

Marine pilotage is all about safety as it serves to protect the environment and thus the aifterests
the Canadian peoplé/e hold ourselves accountable to the Canadian public in this regard.

2.9 Descriptionof Operations

The Authority is responsible for providing safe, reliable and efficient mailoiage in the
coastal waters of British Columbia, inding the Fraser RiveFfhe Authorityhas established
five areas subject to compulsgijotage.

When a vessel intends to enter compulsmigtage waters on the British Columlmaast it will
initiate an order for @ilot at a specified time, date abdarding stationA pilot either contracted
to or employed by the Authority will carry out this assignme@iibts are boardedn vessels
from a dock oiby pilot launch or helicopter and are disembarggbilot launch or helicopter
when a vessel leavgiotage waters.

Thehead office of thé\uthority is in Vancouvey British ColumbiaPilots are dispatched to their
assignments through a central dispatch office in Vancouver and a traffic coordination office in
Victoria.
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During 2QL7, a workforce obppraimately114 contractpilots (86 full-time, 9 halftime and 19
seasonalyvill provide coastapilotage servicet the Authority We expect this number toe
approximately the same in fiscal 202&liditionally, there ar@ightemployeepilots who pilot
vessels on the Fraser River.

To providepilots with water transportatidio/from ships the Authority operategilot launches at
three permanent boarding statiohBese stations agd Victoria, Prince Rupert and Steveston
which have employeerewed lainches.

Additionally, acontractiaunchis operated by a contractor at Pine Island (northern tip of
Vancouver Island). Thiaunch is financed by the Authority with financing provided in fiscal
2014 and fiscal 2015. The Authority implementddunch replaement fee of $60 per launch
which be@nin fiscal 2016in order to recover the costs associated with this finan€ime
launch is owned and operated by the contractobagdn ervice inOctober2015.This station
performed407 pilot transferan 2016 and annual pilot transfers are expectemhtoease to 434
per annunthroughfiscal 202. Thecruiseindustry is the major user of this stat@asit allows
its vessels a high degree roluteflexibility for Alaska cruises.

The Nanaimo Port Authoritig also a contract launch operation carryingmlat changes off
Snake Island in the Nanaimo area.

On thewestcoast of Vancouver Island at Cape Beale, the Authbasya designatdzbarding
stationwhich services the Port Alberni regiorhe Authority has thélexibility to service this
station byhelicopter or bypilot launch.

During the year, the Authoritgontinued the use dielicopter hoisting aan additionamethod
of pilot transfer inthe Prince Ruperarea

From a safety persgtive,h e most dangerous part of a piloté
boat to a shipbds | adder; going from one movin
differentvertical and lateratelocities Worldwide, pilots have been seriougtyured and have

died in this proces#\ hoist equipped method of helicopter transfer significantly reduces the risk

of injury to our pilots.

TheAuthority introduced this method of pilot transferfiscal 2015with industrysupport when

it seemed likely that a number of large energy projects would go online prior to fiscal 2020.

From a financial perspectivédhg manpower costs abntract and employgglots are the single
largestexpensef the Authority, making upnoreth@7 0 % of t he Aedpersesr i t yo s
Approxi mately 50% of a Aparésolt ahysmethad oféransperting p e n' t
pilots faster would allow the Authority to maximize the efficiency of pilot supply and thus

reduce the cost of a pilper assignment catered to by the Authority.
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For the safety ofhe energy vessels thakre expected toome to our coast in the futura

Termpol procesé& technical review focused on vessel safety and operations in Canadian waters
along shipping routegjetermined that was imperative that the pilot boarding for energy

vessels waperformed by helicopters amarried ouin locatiors that would be theadest for

these clasesof vessel. In th&lorth this was determined to be 5 to 10 nautical miles northwest of
the present pilot boarding station which meant that helicopter transfers this far out was the only
viable solution.

Helicopter transfers made @6% of all northern transfers in fiscal 2016.order to be viable on
a long term basis, the transfer percentage would need to increase to approximately 65% of all
northern transfers.

With energy project proponents delaying their final investmensiters across the coast, the
Authority consulted withndustryandelected to suspend the program inhwath for the time

being. Industry continues to consult with various helicopter operators with a view to determining
the feasibility of continuing to pwide this service in th8outh. The Authority intends to+e

engage with helicopter providers if/when a large energy project moves ahead and requires a
transfer point which brings costly inefficiencies to the existing launch program.

Helicopterswill provide added opportunities to the Authority such as:

1 Opening the door for helicopter transfers for pilotRatosisland in theSouth (thus
preventing the need to send a Canadian pilots into the U.S. and then having to sit
alongside a U.S. pilot whileaessel sails toward Canadian wateygproximaely a
10 hour loss of pilot the per assignment

1 Opening the door for possible transfers of pilots at Lord Rocks iNad,
allowing vessels destingd/from Stewart to be catered to with a single marinetpi
as opposed to the two it requires to@agignificant cost savings to industry)

1 Opening the door for pilot transfers to/from anchorages on Vancouver,lIsland
especially if new anchorages are added further north on Vancouver. [Gtatay a
pilot travelng to one of these anchorages rsededake a water taxi, a ground taxi
and then a wat taxi to get to their job (an approximate 4 hour process). A
helicopter could facilitate this processariraction ofthe time it takes today.
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The Authorityds juri sdi @ttishcColumbiaDueto the vashsize ent i r
and the fact our coastal pilots dicensdfor the entire cast we feel our operation relatively

unique in the worldWe service all major ports on tkeast as compared to other jurisdictions

thatmay serviceonly one portAs indicated in the following diagranthe most northern port we

service is Stewartp the rorth isAlaska USA, andto the suth isWashington StatdJSA.

i+l

PACIFIC PILOTAGE AUTHORITY
Compulsory Pilotage Arcas

DISPATCH OFFICES

PleaserefrtotheAut hor i t y éAsnud Remort farfurtherGCdrpdrate information.
http://www.ppa.gc.ca/text/publications/Annual%20Report%202016.pdf
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2.10 CorporateGovernance

Corporate geernance is the process of establishing and monitoring the policies and procedures
which will ensure the appropriate stewardship of the business and affairs of the Authority,
including financial viability.

Similar to other Crown corporatiorthe PacificPi | ot age Aut hority operate
its sole shareholder, the Government of Canddale the shareholder provides policy direction
for the corporationo6s oRmauowiel ddninst@aen Acthe ons, as

Pacific PilotageAuthority Board of Directors ensures that the corporation fulfils its mandate by
setting the corporationb6s strategic direction
implementationThe Authority reports to Parliament through the Minister of Transport.

The Chairof the Board is appointed by the Governor in Council on the recommendation of the
Minister of Transport and the Board of Directors is appointed by the Minister of Transport with
the approval of the Governor in Council.

There are seven membersongat hor i t y 6 s Boompristhg aGhairDworpotc t or s
representatives, two shipping industry representatives and two representatives of the public
interest.This structure provides effective channels of communicaiahrepresents a good

balance between the major stakeholders.

The Authority complies with the Treasury Board guidelines on corporate governance practices
(guidelines on Board responsibilities, public policy objectives, communications, Board and
managemerrelations, Board independence, the position of the CEO, renewal of the Board,
education of directors, compensation, and the responsibility for corporate govermame)
includes Boaraelf-assessmest a nomination committee for prospective Directois the
development of Directorskills criteria.

In addition, the Board has constituted several committees to focus on the major areas of the
Authority. These committees are chaired by a Board member, have terms of reference and
mandates and report ditgcto the Board on a regular basis.

1 Audit Committee- the Chair and three Board members are designated as members of the
Audit Committee. The Audit Committee meets ten times per annum and members are
expected to be financially literate. Its mandate idekiresponsibility for all financial
matters, external audit, internal audit and insurance.

1 Governance and Nominating Commitiethis Committee meets four times per annum
or at the call of the Committee Chair. Its mandate is to provide a focus onaterpor
governance, recommend candidates for Board membership as well as the Chair and CEO
positions. This Committee al so oversees ne
selfassessment process, training and skills requirements, annual assessment af the Cha
and succession planning of the Authorityos

-9-
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Human Resources and Compensation Comniittaes Committee meets on an as
needed basis or at the call of the Committee Chair. Its mandate includes responsibility
for t he CEOOG s agpneentprogram eepoctieg requared by the Minister,
executive development planning and management compengaisochaired by the

Board Chair and includes an independent director of the Board.

Pilot Training and Examination Committee (PTEGis Committee meets four times

per annum and as required to conduct pilot exams. Its mandate is to conduct pilot
examinations and review ongoing training programs for pilots. It is chaired by a pilot
Board member and includes meadd&CGoasvf t he A
Pilots. The Committee is joined by one external examiner during annual pilot

examinations.

Pilot Transportation Safety Committee (PTSGhis Committee meets at least twice per
annum or more frequently as required. Members of this Commetesarly attend

launch stations to observe drills and inspect safety equipment. The Committee is
responsible for establishing safety standards and monitoring the safe operation of pilot
launches, water taxis, airplanes and helicopters utilized in thefeéreof pilotsto/from

ships. It also ensures that the Authority adheres to regulations and safe practices issued
by Transport Canada. It is composed of BC Coast and Fraser River pilots, Authority
management and pilot launch personnel.

Safety and Operatg Review Committee (SORC)this Committee works in

conjunction with the Navigation and Pilotage Committee of the Chamber of Shipping

and meets four times per year. Its mandate is to review and assess pilotage practices and
areas of concern and to seekuions which result in improved safety and efficiency. It

is chaired by an independent director of the Board and comprised of Authority
management, BC Coast Pilots and members of the marine industry. The makeup of
SORC will be adjusted in fiscal 2017.

Enterprise Risk Management Oversight Committee (ERRhs Committee meets at

least semannuallyandis chaired by an independent director of Board The ERM

system is designed to achieve the following:

Document, categor i z easksamadiskregistek t he Aut ho
Ensure every identified risk is maintained by a manager and/or Board committee
Confirm that the risk register is updated regularly in accordance with the review
schedule

Ensure every risk is reported on by the risk owner on anaiasis

Assist and facilitate the Board of Directors in its strategic risk oversight role
Assist and facilitate the management team in its operational risk oversight role
Liaise with the other committees of the Board of Directors to ensure that
mitigations are established for each of the identified risks as deemed necessary

To I I o Do Do I

-10-
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2.11 Organizational Structure of the Authority

The Authority is managed by a CEO who reports to the Board through the Chair.

There are seven management employees, eight employee gléotn dispatchers, six
administrative and twentgix launch employees.

One hundred anfburteenentrepreneur marine pilots provide coastal pilotage services through
their company, The British Columbia Coast Pilots Ltd (BCCP).

T h e Autdiganizatibnyclbag indicates the reporting structure.

Pacific Pilotage Authority
Organizational chart

Government of Canada

Minister of Transport

Board of Directors Corporate Secretary

BC Coast Pilots Ltd. f---------- Chief Executive Officer Executive Assistant

Director of Marine . . Director of Finance &
. Fraser River Pilots L .
Operations Administration

Assistant Director of Manager of Operationg Manager of Finance &
Marine Operations and Labour Relations Administration

Manager of IT

Launch staff Dispatch staff Accounting staff

The Authority has prepared succession plans for the senior management pdsiesesplans
outline the recruitment process, skills criteria and timelines in the et@ersonnel change.

-11-
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2.12 Launch StationandOffice Facilities

In Victoria the Authority leasewater lotpropertyfrom the Greater Victoria Harbour Authorjty
at Ogden Poinin orderto accommodatewvo pilot launctes,floats andaworkshop In addition
to the launch operation there is alsadfic coordination centrevhich is in a buildingpwned by
the Authority.

In Steveston, the Authority leases dock space from the Steveston Harbour Authority for one pilot
launch.

In Prince Rupert, the Authority leases water lot space from the Prince Rupert Port Authority for a
floating dock. The floating dock is equipped with a small work shed and accommodates one pilot
launch. The Authority also leases dock space from the Porai8ddarbour Authority for one

pilot launch.

2.13 Pilot Launcles

T he Aut gila laundhfledi consists ofive specially designed pilot launché&he
Authority has implementedn enhanceglanned maintenance program, whieiti ensure all
serviceand safty demands are met in a timely, orderly and cost effective fashiblaunches
are on a fouyearTransport Canadaspection cycleThe newer launches perfo the majority
of theboardingswith the older vessels being used mainly in a bgzkole.

Pilot Launches Station Date Built  Size

Pacific PilotTwo Victoria 1971 19.8 m
Pacific PilotFour Prince Rupert 1973 19.8 m
Pacific Pathfinder Prince Rupert 2003 224 m
Pacific Navigator Steveston 2008 19.5m
Pacific Scout Victoria 2008 195 m

The Authorityfinanced thepurchasef a pilot launch in 2014 teeplace the aging launch that
serviceghe Pine Island ared@his launchenteredserviceon October 292015(refer tosection
2.9 for more information

The Authority has prepared a LauriRbplacement Program which ensures a steady supply of
launch services for thadustrywe serve through fiscal 2030.

2.14 Government Policieand Applicable Legislation

The Authority continues to comply withe requirements of tHeilotage ActtheHuman Riglts
Commissionthe Canadian Multiculturalism Acthe Employment Equity Actihe Official
Languages Acthe Federal Identy Programthe Canadian Environmental Assessment, fct
Financial Administration Act Section Xand theAccess to Information and Privacy Act

-12-




PACIFIC PILOTAGE AUTHORITY
CORPORATE PLAN
2018 TO 2022

2.15 Enterprise Risk Management

An Enterprise Risk Management (ERM) program has been incorporated as part of the

Aut horitydéds strategy and is well advanced in
theogani zation. All areas of the Authorityds op
program, including contract and employee pilots, launches, dispatch and administration. Risks
aredesignatedby the ERM Oversight Committee as either operational or gicat®perational

risks are assigned to the appropriate management staff for mitigation and review. Strategic risks

are overseen by the Board, and are actively managed and mitigated by the appropriate Board
Committee.

The ERM Oversight Committee is chaired by a Board member and includes representation from
each of the areas mentioned above. The Committee reports to the Board, oversees scenario
planning/emergency preparedness exercises, and reviews the risk registketeune it is

accurate and up to date. The Committee assigns relevant risks to specific committees and
managers to review on an ongoing basis. ddmemittees' staff and Chair sit on the ERM

Oversight Committee and report on risks to that Committee assvdilectly to the Board in

their Board reports. In addition, the whole Board actively scans for new and emerging risks at the
Aut horityés annual strategic planning exercis
scheduled meetings.

The Authority renains committed to ensuring all risks have appropriate mitigation measures in
place that are reviewed on a regular basis. Detailed risk descriptions and mitigation measures are
kept current by the risk owners and are part of a comprehensive risk doclihegnare not all

included in this report due to their length (except for the first three to show examples of the
mitigation strategies and controls). As a general rule, the risks rated high are reviewed at least
once every three months, risks rated medaenreviewed at least once every six months and

risks rated low are reviewed at least once every year. Additionally, risk owners, who are
members of the management group, are required to make annual presentations of their risk(s) to
their assigned commits and the Board reviews the full risk registry on an annual basis.
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Risk Categories

The Authority has categorized its risks in order to assist in identification and management of the
risk.

1 Strategicriskr i sks emanating from the Authorityads
1 Einancial riskrisks pertaining tdiquidity, capital availability, capital structure.
1 Organizationalrisk r i sks emanating from the Authorit

resources includg leadership depth and quality, management and labour availability and
cost, cultural, etc.

1 Operationalriskr i sks emanat i ng ddyto-dayoperatire processedsor i t y 6
and activities.

1 External riskirisks emanating from external sources ovkich the Authority (although
impacted) has little control (e.g. maeezoonomic volatility; industry structural change;
political, etc.)

M Legal andrequlatoryrisk ri sks associated with the Auth
applicable laws and regulations.

1 Incident risk risks emanating from incidents (accidents, near misses, etc.) within the
Aut horityds jurisdiction where a pilot 1is

1 Emerqing risksunrated risks that the Authority will keep reviewing from time to time in
order to beproactive.
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Risk Ranking Methodology

The Authority categorizes risks on the basis of the following chart. Similar to tise risk
themselves, tleelimits are reviewed on a regular basis.

Operational Strategic
Impacts Financial Human Property Vessel(s) Environmental Reputation D'gﬂgtr']zgsm
Damage to
Multiple property is such )
deaths that it ceases Vessel sinkor InC|de_nt causes Sustained front Threatens longerm
Above $10 operations for a sustains so sustained long page adverse viability of Authority
e And multiple period of time term harm to national media
million cash eopk with di much damage | o i onment (Operational cessation
impact on the peop exceeding one thatitis a cowrage ; :
E thorit serious long month nstructiv (i.e. damage or major operational
uthority term injury constructive lasts greater International media issues lasting more
or financial loss total loss than a month) coverage than one month)
Intensive are exceeds $10
million
Single death Damage to Vessel sustains Incidentlcauses Threatens viabity of
Impact on the facilities is such damage sustained Front page adverse Authority in the
Authority And multiple that opertions significant medium term national media medium erm
between $5 and peopk with cease for up to enough to result harm to coverageand i .
$10 million serious long one month in towing to dry environment intermittent (Operationakessation
term injury dock and loss of (i.e. damage international or major operational
) or financial loss of | operations of p lasts up to one coverage issues lasting up to ong
Intensive are $5- $10 million to one month month) month)
Damage to v f ; Threatens viability of
I, essel sustains| Incident causes o
Some people | facilities is such significant medium term Authority in the short
High - with serious | that the operations damage with harm to Intermittent term
$1- $5million long-term cease forupto | gy gockingand| environment adverse ational ' .
cash impact injury and two weeks Y g h A (Operational cessation|
. ] loss of (i.e. damage media coverage ; ional
3 multiple minor fi f last tot or major operational
injuries orfinancial loss of | OP€r& |onsk or asts upko wo issues lasting up to
$1- $5 million two weeks weeks) two weeks)
fazﬁtﬁzgc?azose Sustained front
OFI? o operations to Vessel sustains Incident causes pag%adverse e
Medium Between "‘l" serious cease for up to Jamane short term harm | Media coverage Operational issues
$500,000 to $1 °,“9“term one week Amag to environment lasting up to one week
i injur, resulting in loss . Board and Ottawa A
million cash jury ; (i.e. damage - - but no cessation of
h or financial of operations | receive complaints busi
2 impact Some minor Y anca for one week asts no greater from industry usiness
injuries p than one wwek) associationsnd
$500,000- $1 major dients
million Y
Incident causes .
) Damage to Minor damage minimal or Intermittent
Single or facilities cause with no effect intermittent adverse local medig
multiple nminor operations to coverage
Low injuries cease for up to 72 or dz?lma_ge h_arm to No operational issues
Up to $500,000 o P resulting in a environment f ] .
hi t requiring on hours I £ over a period of Commalnts or operational issues
cash impac site first ad Ofs 0 f . Pe received fom lasting up to 72 hours
1 andbr off-site or a financial operations oho ime (i.e. industry
treatment impact up to more than 72 | damage lasts no|  555qciationand/or
$500,000 hours greater than a dients

day)

Note: Due to the naming of the risk ranking methodology defined above, a high impact risk with

a high likelihood would result in a medium overall r{skgh being a median impact risk tre
scale of low to extreme)
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The risk table shows the current risks and ranking statofths report

Priority | Title Org Level Risk Category Impact Likelihood Score
1 Ports and or Operations Financial Risk High High Medium
Terminals
Significantly
Changing the Way
they do Business
2 Pilotage Waivers Operations Compliance Risk High High Medium
3 Governance Risk Strategic Compliance Risk High High Medium
4 Length of Pilotage Operations FinanciaRisk High High Medium

Assignments
Between Vancouver
and Victoria

5 Open lines of Strategic Communication Risk | High High Medium
communication with
FirstNations, NGOs
& the general public

6 Hazardous, Operations | Marine Incident Risk | Very High Medium Medium
Dangerous or Toxic
Cargo

7 Dispatch department Operations | HR Risk High Medium Medium

knowledge loss and
succession planning

8 Management Strategic HR Risk High Medium Medium
Succession

9 Recruiting and Operations HR Risk High Medium Medium
Training of Launch
Crew

10 Recruitingand Strategic HR Risk High Medium Medium
Training of River
Pilots

11 Human Resource Operations HR Risk High Medium Medium
Management for the
PPA

12 Conflict of Interest | Strategic Reputation Risk High Medium Medium

13 Risks associated witl Strategic Financial Risk High Medium Medium
HOLDCO

14 Pilots Transfers Via | Strategic Marine Incident Risk | High Medium Medium

Helicopter Hoisting

15 IT Vendor Issues Operations IT Risk Medium High Medium
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Priority | Title Org Level Risk Category Impact Likelihood Score

16 Maintaining Good Strategic StakeholdeRisk Medium High Medium
Stakeholder
Relationships with
the Marine Industry

17 Disaster and Operations Emergency Risk Extreme Low Medium
Emergency Planning

18 Delay of Vessel due | Operations External Risk Low Extreme Medium
to External Issues

19 Future Recruitment | Strategic HR Risk Very High Low Low
of Suitable Qualified
Pilots

20 Economic Health of | Strategic Financial Risk Very High Low Low
BC Coast Pilots Ltd

21 Training of BC Coast Operations Marine Incident Risk | Very High Low Low
Pilots

22 General Safety of Operations | Safety/Well Being Very High Low Low
Pilots Risk

23 Labour Management| Operations HR Risk Very High Low Low
¢ Fraser River Pilots

24 Failure of Key IT Operations IT Risk Medium Medium Low
Applications

25 Telecommunications| Operations IT Risk Medium Medium Low
Failure (Voice and
Data systems)

26 General Safety of Operations | Safety/Well Being Medium Medium Low
PPA Launch Crew Risk

27 Changing Economic | Strategic FinanciaRisk Medium Medium Low
and Financial
Conditions and
Political Issues
Affecting Traffic
Volume

28 New Technology ang Strategic Marine Incident Risk | Medium Medium Low
Subsequent Training
- Pilots

29 Main Office Security | Operations Safety/Well Being Medium Medium Low

Risk

30 New Technology ang Operations IT Risk Medium Medium Low
Subsequent Training
- Nonpilot

31 Accounts Receivablg Operations Financial Risk Medium Medium Low
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Priority

Title

Org Level

Risk Category

Impact

Likelihood

Score

32

Delay of Vessel due
to the PPA

Operations

StakeholdeRisk

Low

Very High

Low

33

Labour Management
-1ILWU

Operations

HR Risk

High

Low

Low

34

Pilot Protocols and
Participation in an
Incident

Strategic

Marine Incident Risk

High

Low

Low

35

Drugs and Alcohol

Operations

Safety/Well Being
Risk

High

Low

Low

36

Internal and External
Fraud

Operations

Financial Risk

High

Low

Low

37

Communication
During anincident
(Media)

Operations

Communication Risk

High

Low

Low

38

Labour Management
- Launch Crews

Operations

HR Risk

High

Low

Low

39

Communication
During an Incident
(Government)

Strategic

Communication Risk

High

Low

Low

40

Incident
Management
Coordination Across
Borders

Strategic

Communication Risk

High

Low

Low

41

Pandemic

Operations

Emergency Risk

High

Low

Low

42

Security of Physical
Assets

Operations

Financial Risk

High

Low

Low

43

Coordinating
Multiple
Investigations as a
Result of &Cross
Jurisdiction Incident

Strategic

Communication Risk

High

Low

Low

44

Financial Reserve
Tariff

Strategic

Financial Risk

Low

High

Low

45

Maintaining Good
Stakeholder
Relationships with
Pilots

Strategic

Communication Risk

Medium

Low

Low

46

MaintainingGood
Stakeholder
Relationships with
the Shareholder

Strategic

StakeholdeRisk

Medium

Low

Low

47

Financial Control
Systems

Operations

Financial Risk

Medium

Low

Low
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Priority

Title

Org Level

Risk Category

Impact

Likelihood

Score

48

Compliance with
Regulations and
Legislation

Strategic

Compliance Risk

Medium

Low

Low

49

Incident
Management
Coordination within
Canada

Strategic

Marine Incident Risk

Medium

Low

Low

50

51

Risks associated witf
a singlecontractor
relationship

General Health &
Safety of PPA Office
(Vancouver and
Victoria)

Strategic

Operations

HR Risk

Safety/Well Being
Risk

Medium

Low

Low

Medium

Low

Low

52

Recruiting and
Training of
Administration Staff

Operations

HR Risk

Low

Medium

Low

53

Special Events
Planning

Operations

Financial Risk

Low

Medium

Low

54

Accounts Payable

Operations

Financial Risk

Low

Low

Low
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3. Financial Position, Strateqic Issues & Environment

3.1 Assessment of Financial Performance fot®0

For 20QL6 the Authority recordedonsolidatedevenues of $7million and a net loss of37
million, most of whichwas budgeted for.

Revenues and Expenses by Year ($00

$100,000

Q
> N N P >
2N R & Qv
P A S IO A2 AS

b oV )
S I LA Ty

/\
$80,000 A SV
$60,000
$40,000 -

$20,000 -

s- . .
2011 2012 2013 2014 2015 2016 Budget 2017
Year

M Revenues M Expenses

From a traffic standpoint, 2016 fell below the prior year by 231 assignments ending the year at
11,638 coastal and 1,023 Fraser River assignmienistal this is a 2% traffic decrease from
2015.

Traffic lossesvere noted ithe commodity sectors including coal (5%), forest products (7%),
containers (1%) and grain (8%) while increases were noted in the cruise sector (3%). The grain
sector was our most substantially affected sector in fiscal 2016 with an 8%iordudraffic as
compared to fiscal 2015. However, the grain volumes of the fourth quarter in fiscal 2016
exceeded the comparable last quarter of fiscal 2015 by 10%inTheaseaeflects a substantial
bumper crop for fiscal 2016 which began to ramprufiugust 2016.

The Aut hor it y éostinuests e alidigersifidiand as such, the impacts of
significant single sector changes are not as
Authority isvery dependent on export of resourcenanodities to Asian marketnd the

slowdown in these markets in fiscal 2016 was a significant contributing factor to our overall
decrease in volumes

OnJanuary 1, 2016he Authority implemented 275percent tariff increas@.5 percent in
2015)with the written support of industry. The increased tariff was intendpdrtally fund
increased contractual costs from service and collective agreements that were in place for the
entire yearThe tariff was designed to partially fund impending losses fawkeddin collective
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agreements and service contracts so that virtually all remaining surpluses in the Authority would
be effectively eliminated and returned to industry (through the lower tariff) for fiscal 2016.

The 2016 actual financial results wereambination of a number of factors which resulted in the
loss for the yeaiThe most significant variances to budget are explained below:

1. Coastal pilotage revenues in 2016 fell below the budget by, @3868L% below budget).
This was mainly due to a dease in traffic levels. In fiscal 2016, coastal traffic
assignments were 11,688rsus a budget of 167 assignments.

The unfavorable coastal revenue variance noted above has to be adjusted by decreased
contract pilot fees as the coastal pilots are pardagsignmenihe coastal pilotage

expenses were 3% below budget due to the lower volumes as well as the successful
negotiation between the Authority and the BCCP which resulted in the BCCP providing
relief in the already agreed to fee increases forlf2@A6.

Apprentice pilot costs are included in pilot training and this segment ended the year at
$1.5 million, $394,00@nfavourable to budget. Senior pilot training endeel year at
$700,000, $108,00favourable to budgeT.he costs of training pilotsiwvary from year

to year given the availability of pilots, seniority and the training not yet undertaken. As
such, fluctuations in the costs are common and tend to even out over a 7 year period.

Once theevenues and expenses discussed above are facttredcountt hi s sect or 6
contribution margirincreased to 3%gepresenting aurplus of$1.6 million.

2. River pilotage revenudsll below the 201®udget by 82,000(3%). This was mainly
due to a decrease in traffic levels of 8% (1,023 aetssignments versus 1,111
budgeted). The costs of the River pilots fell below budget by $199,000 (8%), in line with
volume decreases. These volume decreases resulted in lower overtime and callback
payments to salaried pilots, which resulted in decreasedwag Thi s sect or 6s
marginincreased to 21%epresenting aurplus of$636,000

3. Travel revenuetell belowbudget by $18000(2%); which was in line with the decrease
in overalltraffic levels.The dereasedevenue was offset by increases in costs associated
with transporing pilots to/from assignmentsf $195000.1 n t ot al t hi s secto
contributionmargindecreased to 18%, representing a surplus of $1.3 million.

4. Pilot launchand helicopterevenues are tffic driven andthese operations are a negative
margin segment of our business. In 20b&, émployee crewed stations at Brotchie, Sand
Heads and Triple Islanas well as the contractor crewed stations in Port Hardy and
Prince Rupergenerated revenues $f51,000 (1.5%) aboveudget.Thecosts of this
segment decreased by $130,000 below budigat. t ot a | cdnthbut®nmargic t or 6 s
remained at a budgeted (12%) of revenue, or a loss of $933,000

Included in pilot launch revenues is a contract launarain that generated revenues
of $50,000 above budgéthe operator is paid by the trip so the increased revenue is as a
result of increased usage of the contrastoperation.
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Also included in launch costs are the costs of #lebpterprogram in Pince Rupert.
The helicopter program ended tyearcosting the Authority $1.3 million, $263,000
unfavourable to budget. This was driven primarily by the factiteitopter hours and
fuel utilized per assignment were higher than original expectations.

5. Total overhead costs ended the year $152,000 (2%) below budget. Overall, this sector
generated expenses of $6.4 million, below budget at 8% of revenue. This is as a result of
a significant cost containment focus by the Authority, without sacrificing safety.

The table belovdetails the comparisons of the major revenue and expense catégotties
Aut horityds unconsolidated fi nanciaadgwitht at e men
the 2056 budgetand 2015 fiscal period

Actual Budget Variance Actual
Revenue Categories (000's): 2016 2016 to Budget 2015
Coastal pilotage $55,859 $56,427  ($568) $53,853
River pilotage $3,014 $3,096 ($82) $3,015
Travel $7,134  $7,253  ($118) $6,812
Launch $10,160 $10,009 $151 $9,114
Other income $117 $779 ($662) ($25)
Total Revenues $76,284 $77,564 ($1,280) $72,770
Expense Categories (000's):
Contract pilots' fees $52,156  $54,370 ($2,214) $50,731
Pilot launch costs $9,848 $9,533 $316  $9,591
Transportation and travel $5,873 $5,678 $195 $5,621
Staff salaries and benefits $3,968 $3,847 $121  $3,869
Employee pilots' salaries and benefits $2,439 $2,577 ($138) $2,421
Other expenses $3,636 $4,604 ($968) $3,321
Pilot training $2,159 $1,872 $287 $1,810
Total Expenses $80,079 $82,480 ($2,402) $77,365
Net Income (Loss) ($3,794) ($4,916)  $1,122 ($4,595)
Net Income (Loss) excluding launch and PPL
fees ($3,794)  ($4,916)  $1,122 ($4,595)

Since inception in 1972 the Authority has béeancially selfsufficient and continues to
structure its finances to maintain this position.
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The ehibit belowcompares the major expense categories as a percentage of total expenses for
the year 206.

Similar to prior yearsapproximately9® er cent of t he Authorityos
the year were covered by either a service contract or collective agreements.

Actual Expense Categories 2016

H Pilots' fees (Contract

H Pilot launch Operations
(Collective Agreement)

i Pilot transport and travel
(Contract)

H Pilot apprenticeship & training

E Employee pilots' salaries and
benefits (Collective agreement

i Staff salaries and benefit

i Other expense:

GST Assessment

The Aut hepaidiexpgnées ang other receivables include $7G&nrecoverabléor

fiscal 2016 currently under dispute with Canada Revenue Agency (CRA). In relation to the
fourth quarter of 2015, CRA assessed that the Authority should have collected GST on pilotage
fees charged to foreign vessels, represented bestiarshipping agents, on the basis that such
servicesarenecmer o rated. During 2016, CRA applied
return refunds against the $7@880balance it had assessed.

The Authority has filed a Notice of Objection (NOO)telad t o CRAO6SsS assessmen

fees charged by the Authority are payable by the owners of the vessels at issue, who are non
registered nomesident commercial corporations, not the shipping agents. Accordihgly,
Authority has assessed the sergitgrovides as zeroated under thExcise Tax Act

An unfavourable CRA ruling could potentially result in retroactive and/or prospective

application of the CRAOGs position. The Author

assessed the likelihoad an unfavourable ruling as remote. The Authority expects to fully
recover the GSbalancehowever, the timing for the resolution of the NOO is unknown.
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3.2  Assessment of Financial Performancetha first half 0f2017

For thehalf year ended June 30, ZQthe Authority completed,643pilotage assignmentsna
increaseof 539assignment$9%) when comparetb budget andmincrease ofi94assignmats
(8%) when compared to fiscal 201/ith these traffic levels wgenerated revenues cf&%5
million and a netoss of $.7 million. Cash flows from perating activities generated an income
of $1.7 million. Financial reservewere reducety $2.2million in February 2017 in line with
budget Cash and cash equivalemsreasedrom $1.4 million as Decendr 31, 20160 $5.0
million at June 30, 201As of June80, 2017 our debt positiorsitsat .4 million.

VARIANCE ANALYSIS

Pacific Pilotage Authority
For the year to date ended June 30, 2017
(thousands of Canadian dollars)
Variance  Variance

REVENUES Fav
Actual Budget (Unfav) % Prior Year

Coastal Pilotage 29,450 26,597 2,853 11% 26,150
River Pilotage 1,783 1,448 335 23% 1,478
Travel- Coastal 3,417 3,336 82 2% 3,257
Travel- River 93 82 10 12% 79
Launch Revenue 3,972 3,851 122 3% 3,846
Launch Replacement 261 243 18 7%
Launch Fuel 789 614 176 29% 685
Bridging Fee 672 610
Short Term Interest and Other Income 157 10 147 1538% 64
Gain (Loss) on Investments (83) 0 (83) (32)
Other Comprehensive Income 0 122 (122) -100% 0

TOTAL INCOME 40,510 36,911 3,599 10% 35,528
EXPENSES
Coastal Contract 27,488 23,807 3,681 15% 23,873
Coastal Callback 343 361 (18) -5% 342
Coastal Apprentice & Training 648 268 380 142% 789
Coastal Senior Pilot TrainingContract 385 386 1) 0% 367
PPU Hardware & Software Costs 41 34 7 21% 47
Helicopter Progran& Operating Projects 211 294 (83) -28% 566
River Wages & Benefits 1,420 1,292 129 10% 1,278
Coastal Transportation & Travel 2,660 2,598 62 2% 2,738
River Transportation & Travel 99 87 12 13% 83
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Launch Wages & Benefits 2,493 2,570 (76) -3% 2,610
Launch Operating Costs 1,008 897 111 12% 1,074
Launch Fuel Costs 651 527 125 24% 530
Launch Repairs & Maintenance 126 305 (178) -59% 150
Amortization 732 753 (21) -3% 592
Salaries & Benefits 1,954 2,000 (46) -2% 1,996
Transport Canada Service Fee 0 0 0 0
All Other Costs 945 757 188 25% 738
TOTAL EXPENSES 41,205 36,935 4,270 12% 37,680
NET INCOME (LOSS) (695) (23) (671) 2863% (2,152)

OnMay 5, 2017 the Authority implemented 290% tariff increase with the written support of
industry.This tariff was intended to be implemented on April 1, 2017 but was delayed by
slightly over a month, costing the Authority approximately $140,00@.taiff increasevas
designed to bslightly abovecontractual increases to service providersrderto begin aslow

process of realigningthe Autor i t yds mar gi ns

SO

t hat

t he

are slowed and then stopped. This was domedar to return any available reservestustry

without sacrificing safety.

The 2017inancial results for thiealf year endeduhe 30, 201 Wwerebelowbudget by $71,000
This variance was the result of a number of factors, as explained below:

1. Coastal pilotagexpense the first half 0f2017 were abovédoudget by 8.6 million (15%).
Thiswas mainly due to thiemcreased coastal traffic when compared to budg@g7actual
assignments versis585 budgeted assignments (&aicrease). Thigncreasewvas also
driven by a significant increase in the use of Islamchorages due to the higher volumes
discussed above, as well as a new short stay program implemented by the Vancouver Fraser

Port Authority. This program was designed to restrict theusrnof time in which vessels are

Boar c

allowed to stay at Vancouver Harbour and English Bay anchorages. The result was more
vessels moving between the Island and Vancouver resulting in losses for the Authority (the
Authority incurs losses on every one of thesgignments and this program was implemented

after the 2017 budget was formalized).

2. Coastal apprentice costs were $380,000 (142%) above budget and were driven by an increase
in the number of apprentices brought on board in fiscal 2017. An additional dgetbd
apprentices were brought on in order to help decrease future callback costs and to reduce the

risks toindustryof future retirements by B.C. Coast Pilots.

3. Riverwages andenefitswere 29,000 (10%) above budget and were driven by higher
volumes.For the first 6 months of fiscal 2017, 586 actual assignments were performed versus

519 budgeted (an increase of 13%).
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4. Launchoperating osts were $111,0002%) above budget and were driven tnyforeseen
and unbudgeted work required on the Pacific Scout based out of Victoria.

5. All other costs were $188,000 (25%) above budget and were driven primarily by costs
associated with the Waiver Riglssessmenwhich is being performed. It was decided by the
Authority that this was a necessary risk analysis as a result Nbthan E. Stewarhcident
in fiscal 2016.

6. Salary andiddministrative costs were below budget by $46,000 (2%) and reflect the
A ut h o effortto/n@amtain costs at the lowest levels possible.

3.3  Analysis of External Commercial Environment

The Authorityds basi c meibtagetrips, which aredirdctyut 1 s t h
related to the level of shipping activity in British Columpiats.Shipping activity for future

years is forecast following discussions with tharineindustry, commodity associations, the

cruise &ip industry, port authorities, shipping terminafed by analysis of prior yeandolumes

and traffic patternsThecruise ship activity is the biggest contributor to a seasonal upswing

during the May to September months.

Certain trips require the services of a second pilot mainly due to the fact that these trips are in
excess of eight hourSafety considerations renm paramount as a pilot is allowed to work a

maximum of eight hours on continuous bridge watch before a rest Meakcruise ship
assignments where the vesselds home port is V
northern trips into postsuch as Kitimat and Stewart.

Marine Traffic Patternand Forecast

The Authority categorizes its trips into four key areas: Bovtancouver, Vancouver Island,
NorthernB.C.and theFraser Riverl n gener al , t he Autrémainingt yos tr g
comparable to prior years and heavily dependent on commodity volumes and cruise ship trends.

The following table shows the annual trips by year and serves to highlight the traffic patterns
experienced by the Authority over the last few years.

Actual Actual Actual Actual Actual Forecast Plan

2012 2013 2014 2015 2016 2017 2017
Port of Vancouver 8,725 9,005 9,343 8,639 8,345 8,901 8,730
Vancouver Island 1,626 1,711 1,806 1,647 1,735 1,851 1815
Northern 1,221 1,445 1,437 1,263 1,307 1,394 1367
Fraser River 1,081 1,122 1,120 1,079 1,023 1,107 1,152
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Other 293 319 275 264 251 267 263
12,946 13,602 13,981 12,892 12661 13,52 13327

Note: The assignments above include secondaskignments

The2018budget anticipasa marginaldecrease in overall traffic levetsver fiscal 2017The
2018budgeted assignment volumes were created baseshamunication with ggroximately
100agencies, terminal operators and ship owners.

The followinganalysi® f tri ps by commodity sector highlig
customer base and current economic trends with regard to Canadian export and import cargoes.

For 20B we anticipa¢ somechanges in these commodity sectoith regards to the actual

distribution experienced in 2016 and 2017

Actual Forecas Plar Plar Plar Plar Plar

Sector Volume Assumptiol 201¢ 2017 201¢ 201¢ 202( 2021 202z
Container 2,22¢ 2,31¢ 2,362 2,362 2,362 2,362 2,362
Grair 1,747 1,90(C 1,881 1,881 1,881 1,881 1,881
Anchorag: 1,56¢ 1,91¢ 1,62¢ 1,62¢ 1,62¢ 1,62¢ 1,62¢
Forest Product 1,07C 1,11¢ 1,09t 1,09t 1,09t 1,09t 1,09t
Boarding 98t 1,107 1,052 1,052 1,052 1,05z 1,052
Cruist 992 1,02C 1,04C 1,04C 1,04C 1,04C 1,04C
Coa 792 88t 93t 935 935 93& 935
Auto 731 68€ 713 713 713 713 713
Tanker: 641 A7€ 495 495 495 49& 49&
Break Bul 423 527 54¢ 549 549 549 549
Sulphu 427 454 463 463 463 463 463
Petroleun 333 35C 357 357 357 357 357
Potast 14C 124 13C 13C 13C 13C 13C
Out of Distric 14¢ 204 188 188 188 188 188
Other 448 44C 403 403 403 403 403
12,661 13,521 13,291 13,291 13,291 13,291 13,291

AOther includes the following aggregate, aluminium, dry dock, metals, pilot change, salt, steel, sugar

Vancouver Frasdport

TheVancouver Fraser Poofficially includes Vancouver harbour, Fraser River, RobertkBan
and DeltaportDuring 2056 and 2017vessels calling terminals the Port of Vancouver
accoungdfor approximately 75%f the annual trips performed by the Authority.

In terms of itsaassignment distributignhe assignmentso/from this area in fiscal 2016 were
broken down as follows:
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PACIFIC PILOTAGE AUTHORITY
CORPORATE PLAN
2018 TO 2022

Assignment Breakdown

H Grain

H Containers

i Anchorage

H Forest Products
M Coal

M Tankers

i Cruise

i Other

It is anticipated that in fiscal 201the portwill see aincrease in volumes, primarily driven by
an anticipged larger grain crap

The Vancouver Fraser Port Authority implemented a shortsststgm forEnglish Bay and
Vancouver Harbouanchorages in fiscal 2017. As a result of this policy, more vessels have been
brought to Vancouver Islarahchoragedefore being brought into Vancouver terminals. As a
result of this policy, the Authority hagbnaffected by having to pay out higher fees for moving
vessels between the Island and Vancouver. This change is expected to remain in place in fiscal
2018 and the remaining planning years.

Vancouver Island

This areaexperienced slight increase iassignment volumeas fiscal 2016 after experiencing
two years of decreases in annual assignment volumes.

For 2016 Vancouver Island represett 146 of the annual trips performed by the Authority.

This will remain approximately the same in fiscal 20h7terms of its assignment distribution,
the assignment®/fromthis area in fiscal 2016 were broken down as follows:
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PACIFIC PILOTAGE AUTHORITY
CORPORATE PLAN
2018 TO 2022

Assignment Breakdown

M Cruise

H Boarding

i Forest Products
H Anchorage

i Other

With some cruise ships using Seattle as a home port, Victoria continues to benefit due to the
Passenger Services Aain American lawassed in 1886, which states that all foreign registered
passenger vessels moving between two U.S. ports must stop at a foreiyficpmia is
geographically positioned to be one of the foreign ports visited between Seattle and Alaska.

In 2018 it is anticipated that Vancouver Island will experiesirailar assignmentolumes to

fiscal 2016 The potential effects to trade in a revised softwood lumber agreement are not known
at this point (Canadian producers will likely shift any decreasesSngsuipply as a result of
increased countervailing duties to increased supply across the PactHic t0dbeEast).

Fraser River

Cargo volumes for the Fraser River agparted as part of théancouverFraser Porsection.
There are two automobile temails and one bulk loading dock facility located in the Fraser
River area.

River traffic peaked during 2003 with 1,559 pilotage tripdiscal 2016,1,023 assignments
were performed, representing a 5% decrease from the prior year.

For 20T, the Authorityhas budgeted for 1Q7trips, representing an increase&%. This

increasas driven byexpected increases auto volumesin addition, fiscal 2018 volumes are
expected to increase by an additional 4% over fiscal 2017.
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PACIFIC PILOTAGE AUTHORITY
CORPORATE PLAN
2018 TO 2022

Northerni Prince Rupert

The Port of Prince Rupert is strategically located on the direct great circleathuae Asia
beingmor e t han a dayo6és sailing ti me aiatthee t o
days closer than Los Angeles/Long Beach.

For 2016 Prince Rupertepreserdgd &6 of the annual trips performed by the Authoritiis will
remain approximately the same in fiscal 20lbh7Aerms of its assignment distribution, the
assignmentso/fromthis area in fiscal 2016 were broken down as follows:

Assignment Breakdown

4% 2%

H Containers

H Grain

M Anchorage

M Coal

M Forest Products

M Cruise

Developmentselating toLPG facilities (Pembina Pipelines or Altagas) may have an impact on
future volumes and the Authority is actively working with project proponents to determine likely
production dates and the effects on manpower supply and disinkagiwell as boarding

stations.

In fiscal 2017, Fairview Terminal (the Prince Rupert container terminal), owned and operated by
DP World, completed its Fairview Phase Il North expansion, effectively increasing its annual
capacity from 775,000 TEUs (btufbr 500,000 TEUs but handled 776,412 in fiscal 2015) to 1.3
million TEUs. This will have a positive effect on container volumes through Prince Rupert in the
planning years.

Northern- Kitimat

Due to its remote location and nautical distance from ttabkshed boarding stations, virtually
all of the trips through this pontvolve two pilots. During the winter months, the inclement
weather gperienced in Kitimat can malgervicing this port very difficult with frequent airport
and road closures.
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