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Morhart, David A FIN:EX

Black, Bruce [Bruce.Black@tdsecurities.com]

; From:
i Sent: Friday, December 19, 2003 11:02 AM
To: XT:MclLernom, John CASe:IN; Grace.Ruscoe@colliers.com; XT.Phillips, Bob CASe:IN;
bkenning@vanbrascanam.com; Morhart, David A FIN:EX; Wells, Yvette FIN:EX; Virk, Bob S

TRAN:EX; Mahoney, Kevin ; imunro@cral.com; rpirooz@panamericansilver.com,
rshouldice@nlgcanada.com; ngoldend@blgcanada.com; ishughart@crai.com

Cc: Leversage, Jill; Duncan, David

Subject: Preliminary Proposal Comparisch

Prellminary Phasa I1 .doc
roposals Comparls., , . .
Hote: not to be forwarded to Chris Trumpy per his e-mail of Dec

18/03

A5 indicated in the letter accompanying the bound Preliminary Proposals you received
yvestarday, attached is a more detailed comparison of the three bids, I have also a?tached
a draft of the letter to be sent to the succesful Phase II proponents. We will review

both documents on Monday's conference call.

Regards,

<<Preliminary Proposals Comparison.pdf>> <<Phage II .doc>>

Bruce Black, Vice President
Investment Banking

%4/ TD Securities ’

L 700 West Georgia Street, Suite 1700

Vancouver, B.C,, Canada V1Y 1B6
T: 604-654-3583 F: 6Q4-654+3671.. e . o e
C: 604-603-2565
bruce.black@tdsecurities.com
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PRIVATE AND CONFIDENTIAL

DRAFT

December 29,2003

Dear

Re: BCR Port Subdivision Restructuring

Thank you for your preliminary proposals regarding the restructuring of the Port Subdivision owned by
the Province of British Columbia through the British Columbia Railway Company and certain of its
subsidiaries (“BCR”). As you know, for purposes of the transaction, the Port Subdivision is considered to
be comprised of two business segments: (i) the Port Subdivision rail operations (“Rail Operations”)
which include a 23.3 mile (37.3 km) rail line and corresponding right of way (the “Port Sub Line”),

related contracts .and. operations and.certain additional expansion.lands,.and. (ii) Jand.and _corresponding _. .

long term lease (“Intermodal Yard Lease”) to the Vancouver Port Authority utilized as part of the
Deltaport intermodal yard.

- We would like to provide you with an opportunity to conduct detailed financial, legal and operational due

diligence with respect to both the Rail Operations and the land and related Intermodal Yard Lease, as
referred to above, To facilitate due diligence by interested parties, BCR and TD Securities have
established 2 data room at the Vancouver offices of Borden Ladner Gervais. Within this data room,
potential purchasers will have access to confidential financial information, corporate documents, lease
documents and contracts, Joint Section Agreements and other documents necessary to conduct a detailed
review of the Port Subdivision and its business segments. In addition, interested parties will have an
opportunity to meet with BCR management and receive a presentation regarding the Port Subdivision.
You will be contacted shortly with respectto the procedures and timing of access to the data toom and the

timing of management meetings.

On behalf of BCR, we invite you to subrnit a final binding proposal (“Final Proposal™) for the acquisition
of either or both of the Port Subdivision business segments and we are pleased to set forth the following
guidelines for such Final Proposal,

TRA-07-097 Vol_8 Page 344
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BCR has established [February 28, 2004 at 2:00 pm (PST)] as the deadline for submission of Final
Proposals. Your Final Proposal should be addressed to:

British Columbia Railway Company

¢/o TD Securities Inc.

Attention: Jill Leversage, Managing Director
700 West Georgia Street, Suite 1700
PO Box 10052
Vancouver, BC V7Y 1B6
Canada
Fax: (604) 654-3671

Your Final Proposal should address the following subjects, as well as any others that you believe should
be considered by the Evaluation Committee in evaluating your Final Proposal [to be expanded in

relation to the CIM]:

1. The identity of all parties comprising the offeror (corporate structure and ownership interests);

Identification of the business segments that the offeror intends to acquire (i.e., either the Rail

2.
Operations, the land and corresponding Intermodal Yard Lease, or both);

3. Cash purchase price in Canadian dollars for the business segments that the offeror intends to acquire
(based on the assumption that the offeror will acquire common shares of a newly created subsidiary
holding a long term lease of the respective assets);

4. Evidence of the offeror’s financial capacity to complete the Transaction and its sources of financing;

ion agreement to be provided

s, A “iaiack—lincd” elcctronié copy or “marked-up” paper copy of a transact

to you by BCR in due course (“Transaction Agreement”), which includes all of your proposed
revisions to the document;

Confirmation that you are willing to execute promptly the Transaction Agreement as revised and
- submitted as part of your Final Proposal;

7. Details of any outstanding confirmatory due diligence, if any, which may still be required; and

for satisfying such conditions.

TD Securities will be available to consult with you or your representatives to clarify or provide guidance
with respect to the contents of your Final Proposal, if necessary, It should be recognized that in
evaluating any Final Proposal, BCR intends to consider a variety of factors, including, among others, the
nature and extent of your remaining due diligence, conditions to completion of a fransaction and the

extent of your proposed revisions to the Transaction Agreement.

At any time prior to the completion of the proposed transaction, TD Securities may request additional
information from interested parties. Such information may include, among other things, further evidence
of the interested party’s financial or operational capability. Failure to provide such information on a
timely basis may result in the termination of discussions with such party.
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An indication of any other material terms and conditions of the transaction and the expected timetable
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BCR and TD Securities, on BCR’s behalf, reserve the right to negotiate with one or more potential
purchasers at any time and to enter into a definitive agreement for a transaction involving either the Rail
Operations or the land and corresponding Intermodal Yard Lease without prior notice to you or other
potential purchasers. BCR and D Securities, on BCR’s behalf, also reserve the right to terminate, at any
time, further participation in the investigation and proposed transaction process by any party, to moedify
any of the rules or procedures set forth herein or any other procedures without prior notice or assigning
any reason therefor, or to terminate the transaction process contemplated hereby.

The terms of this letter are subject to the Contidentiality Agreement that was previously executed by you.

We look forward to receiving your Final Proposal. Should you have any questions with respect to the
above, please call me at (604) 654-3583 or alternatively, my colleague David Duncan at (416) 307-8992.

Yours truly,

TD SECURITIES INC,

Bruce Black
Vice President
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—Yours-traby,

™

BRITISH
COLUMBIA

The Best Place on Earth

October 8, 2008
File: 292-30/TRA-07-097

P. Michael Bolton, Q.C.

Bolton and Muldoon, Barristers and Solicitors
1122 Mainland Street, Suite 360

Vancouver BC V6B 5L1

Dear P. Michasl Bolton:

Re: Freedom of Information and Protection of Privacy Act Requests for Information
A Wide Range of Records Related to Current Legal Action with Respect to the
Divestiture of the BC Rail Freight Division and Proposed Divestiture of the
Roberts Bank Port Subdivision

This letter is further to your request for access to information received June 19, 2007. | am
pleased to provide you with phase 5, the final release, of the responsive records pertaining to

the above captioned request.

Attached please find a table that outlines the responsive records being released today, as
well as from a previous release dated August 20, 2008, phase 3, which contained portions of

records from volume 14.

The enclosed responsive records have been deemed relevant by the Nominee. As you will see,
some information has been severed pursuant to sections 13, 14, 21 and 22 of the Freedom of
Information and Protection of Privacy Act. Copies of these sections are enclosed as a
convenience for your reference.

The Nominee has reviewed this severing, and in some cases has found that no relevant
information has been withheld. These portions are marked with the relevant section numbers.

In other cases, the Nominee has opposed the severing of this information from the records, and
these portions have been identified as such in the table and/or marked with a stamp that says
“opposed”. In accordance with the procedure set out in the Nominee Protocol, these portions
will be referred to the court for a decision with respect to their release.

if you require further clarification or have any questions, please contact me at 250-356-1107,

or Darlene Kotchonoski, Manager, Information Access and Privacy, at 250-387-6843.

Russ Fuller
Senior Manager

Enclosures

pc: Nancy Reimer
Ministry of Attorney General

Mailing Address Site Address Web Address
Ministry of Information Access Ministry of Transportation 4™ Floor www gov.be.caftran
Transportation and Records Services  and Infrastructure 940 Blanshard Street cOr
and Inli'rastructure information PO Box 9850 Stn Prov Govt Victoria BC SO
Management Branch Victoria BC V8W §T& Telephone: (250) 356-1107

Facsimile: (250) 387-4382
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GLOSSARY OF KEY TERMS

Privanging (‘nn!!deminf

GLOSSARY OF KEY TERMS

“Ageney™ means the Canada Transporiation Agency, the body established under the CTA 1o effect
eyulation of businesses carrying on lransportation services under federal regulation. '

“Average length of haul” menns the average distance In miles one ton s carried. Compuled by dividing
total ton-nyiles by tons of frefght.

*“BC" means the province of Brilish Columbin,

“BC Rail™ means the industrial rail freight business of BCR engaged in transport of forest, energy and
agricultaral products as well as car hirg, switching, and excluding ownership and operation of the Port

Subdivision,
“BCR" means the rail operating divislon of BCRC, Including ownershlp and operation of the Port

. Subdivision.

“BCRC" means British Columbia Railway Company, which comprises BCR, BCR Propertlés and BCR

" Marine,

“BCR Marlne" means the non-legal entity consisting primarily of Vancouver Wharves,

“Box enr” means a type of enclosed railear with sliding side doors,

“Bulk™ means cargo shipped in loose condition and of a homogeneous naturs. Includes cargoes that are
shipped unpackaged exther dry, such as grain, minsral concentrates, fertilizers; or liquids such as canola

-oil.

“Bulkhead Bat* means a type of open raflcar with high walls at either end.

“BNSF” means the Burlington Northern Santa Fe Railway, a railway company operaling across the
United States. wmostly concentrated west of the Mississippl River.

“Carload™ means a shipment of not less than 10,000 pounds of one commodity from one consignor to
one consignee. An originated carload fs one that Is loaded and begins its journey on a particular railroad; a
carried carload is any carload that travels on o particular railroed; and a terminated carload s a casload
that ends its journey and Is unloaded on a particular raifroad.

“Car mile” means the movement of a car a distance of one mile. An empty car mile is a mile run by a
frefght car without a load; a loaded car mllc is a nvile ru by a frelght car with a load.

“Car veloelty” means an average speed calculation, expreSScd in miles pcr day, of the car movements
} ;-rnm

Had v

from the time a loaded car is released by a customer to the time it is spoiied ¢mpty at the noxt ou

~

Joading location,

sacurcd
“Centerm™ means the Centennlal Terminal, located in Vancouver, BC.

“Class 1 railroad” meang, as delermined by the STB, a railroad with annual operating revenues that
exceed a threshold indexed to a base of US$250 million In 1991 dollars. The (hreshold In 2001 was

US$266.7 million.

CIBC World Murkers [ne,

BC Rait “iv=
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GLOSSARY OF KEY TERMS

Private wid Confidentisl

“CN™ means the Canadian National Raflway Company, a rajlway company operating scross Canada and

sotith to the Gulf ot Mexico,
“Conl/low gondola™ means & type of open rallcar with sides, lvaded from above end unloaded by

wachine or in a dumper.

. “Contalner™ means a truck trafler body that can be detnched from the chassis for loading onto a vessel, 2
railear, or stacked in a contalner depot. Cuntainers may be ventilated, insulated, refrigerated, flat rack,
vehicle rack. open top, bulk llquid, dry bulk, or other speclal configurations, Typical containers may be

70 feet, 40 feet, 45 feet, 48 feet, or 53 feet in length, 8 fect or 8.5 feet in width and 8.5 feet or 9,5 feet in

hetght,

in the northern United Stares.
“Cres bunkhouse” means 2 building used to temporarily house employees away from home.

“CTAY means the Canada Transportatlon Act, the law that governs businesses carrylng on transportation
subject to federal regulation, For rall this includes all rajlways with international or intec-provincial
operations plus any that apply to be federally regulated n Canada.

“Dultﬂuport" meaos a container handling terminal located at Roberts Bank in Della, BC, scuth of

Vancouver.,
“EBITDA™ means earnings before Interess, taxes, depreclation and amortization,

“Finlay Navigation” means Finlay Navigatlon Limited Partnership, & barge business operated by BCRC
on Babine and Williston Lakes, which includes two vessels in active service and two idls vessels.

“Freight shed” means a bullding used to store freight, while In the process of being transferred to/from a

railcar,
“Q@ross ton miles" means the number of tons behind the locomotive-(cars and contents; and corvpany
service equipment) muitiplied by the distance moved in all movements on the railway, Including

locamotives, empty equipment and work cquipiment.
“High slde gondola™ means a type of open rallcar with sides, Jonded from above and unloaded by
machine or {n 2 dumper,

“Hopper” means a type of enclosed wmilcar, loaded. from above and unloaded from below through

hatches.
“Tmprovements” includes the railway track (Including buc not limited to ali ra#, ties, turnouts, associated
hardware, and track ballast); al} works of infrastructure to support lhe safety, security and operating

integrity of ihe railway track (Including but not limited 10 cutlings, embankments, drainage works,

“CPR" means the Canadian Paciffc Railway Company, n rilway company operating across Carada and

‘bridges, tunnels, culvers, retalning walls, works of stebilizatlon, signals and detection devices, and at-

grade road crossings and sfgnals); and bulldings, structures, fixtures and assoclated works situated on or
under or above the surface of the operational tand (but excluding any estate in the land),

“Intermodal service’ means the movement of trailers or containers on railroad freight cars.

" “Linchan!™ means the movement of tralns between terminals and stations on the main or branch lines of

the railvoad, exclusive of switching movements,

CIBC World Markess inc.

BC Rail
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({LOSSARY OF KEY TERMS

"‘Iowe NMalnland” means that portion of Buush Columbia. generally defined by the Fraser River

Valley, west of Hape, BC.
“Main traek™ means a track extending throughy and between stations upen which trains are operated

“MGT" means milllons of gross tons, used as a measure of weight passing over a portion of frack

“NOLs" means non-capital loss carry forwards,
N
*Operatlng ratio" means the rat{o of operating expenses o operating revemues,

“Port Subdivision” means a 23 mile portlon of track geographically isolated from the balance of BC
Rail, which extends from a connection with CPR at Pratt to the Roberts Bank and Deltaport facilities

south of Yancouver, BC,
“Province” méans the government of the Province of British Columbla,
“Raiibed™ means the land underncath the track of a railway, comprising the basic grading and

earthworks below the track ballast,

“Reglonnl ralirond™ means, as defined by the Association of American Railroady, a non-Class 1
linchaul, freight raitrond thot operates al Jeast 350 miles of track and/or has annual operating revenues of

at least US$40 million.
“Reload™ means the activity of transferting freight between o ftuck and a railcar as part of transport from

origin to destination.
“Revenue ton mlile” means the movement ofa ton.of freight over one mile for revenue.

“Right-ol-wuy™ means a strip of Jand of various widths upon which a rajl track is built
“Rolling stock” means transporiation equipment on wheels, especlally locomotives and frelght cars.

“Route miles (kilometres)” means the miles (kilometres) of right-of-way operated by a reilroad and its
afliliates. In multiple main track tervitories only one mainline track counts as route miles (kilometres).

“Scheduled rnllroad™ means a rafiroad that handles Individual car movements according to a specific
time schedule where possible In order 1o meet agreed upon customer commitments,

“Siding” means a track auxiliary to the main track for mecxmg or passmg trains, or a track for industrial

purposes. .
ailear with stakes along the sides to conwinyfrcight within the car,

“Stzke Aat™means a type of openy

ro~

“SRY" means Southern Railway of BC, a su'bsfdiary of Washington Group International,

~ USTB™ means Swface Transportation Board, a deparfment of Ihe Unlted States Department of

Transportation.
“Through train® means a train operated between two or more mapjor concentration or distribution

paints.
“TOFC” means the activity of handling highway trailers on 8 flatcar (Trailers on Flat Car)

CiBC World Maskets Inc,

BC Rail
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“Ton mitle” means the movement of a ton over one mile. See also Revenue fon mile and Gross ton mile,

;o
f
“Track” means the rail. fies and bellast upon which trains operare.

“Trip plins™ means a detailed chain of train handling evens describing how a car(s) can be handled
Irom the shipper's door to the consignee’s door. Trip plans are expressed In hours and are tailored for

cach specific customer location.
“UCC™ means undepreciated capital cost os defiped in sectlon (3(21) of the Income Tax Act (Canada)

“Unit traln®™ means a train consisting of similar cars carrying a single commadity, remaining coupled at
all thnes during loading and unloading, and typically opcra:in" on a regular cycle batween consistent
loading and unloading locations,

“UP™ means the Unlon Pacific Railroad, a railway company operating throughout the United States and

into Canada.
*“Vancouver Wha r?e:" {s a port termlnnl adjacent to BC Rajl’s North Vancouver terminus, operating as
the Vancouver Wharves Limited Partnership, which is the principal operating company of BCR Marine.

“Vanterm™ Is & container handling facility on Burrard Inlet in Vancouver, BC.
“Vehicle shop™ means a maintenance facility for equipment that can operate on public highways.

*Waybill” means the documnent covering a shipment and shawing the forwarding and receiving stations,
the name of consignor and conslgnee, the car initials and number, the routing, the description and weight
of the commaodity. instructions for speclal services, the rate, total charges, advances and waybill reference

‘ for previgus services, and the amount prepaid,
' “Wheel shop” means a maintenance facllity for maintaining, installing and removing wheels from

' nailears,
“Yord” means a system of tracks within defined limits, designed for switching services.

“Yard dwell” means- 1he average duration, expressed in hours, that cars spend n a specifio operating

terminal.

N
< BC Rait ' e vife . CiBC World Muarkets Inc,
. lj“ N
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) L INTRODUCTION
1
1., Situation Overview
The government of the Province of Britlsh Columbia (the “Province"), is interested In pursuing a potential
transaction involving the Industrial freight railway business of BCRC (“BC Rail"). Through CIBC World.
Markets, the Province Is invitlng interested purtles to subimit Expressions of Interest describing the basls
on which a Transaction might be completed,
Figure 1.1 Current Structure
107%
British Colunbia Rakway Company
« speeinl stotute Tom pany
* non-taxable
+ ggemt of crown
100t Finlny Navigation
BCR Properties Ltd.
* titlo to non-ruilbed real estote
E‘Jﬁ’ ‘ ) » non-laxable

5% 3%

y

BC Ralf Lid,
¢ title 1o ruiltbed
employees
laxable M
tax pools
pension surplus
+ _Port Suhdivizion

0% _
" BC Rail Partnership
* opueruting entity

3V

v

Prior 10 a Transaction, certaln assets at BCRC will be restructured, These restructuting steps will

generally include:
> The completion of the sule of Vancouver Wharves'

» The completion of the sale of Finlay Navigation

' IF ihe safg Vencouver Wharves hos nat been compleied ot \he clasing of'the Tra&sat‘!ion. other steps will ba wken vo exelude It from the

Transactfon,
R : .
- BC Rail ol CIBC World Markels Inc.
e TRA-07097 \Vnl14/pQ. 27 .

=. 77

o benliclal vwier ol mitbed ’
- * Controcts with third partics .
lus pools : Ses
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LINTRDDUCTION

Transfer of pon-rallbed real estate o BCR Properties Lid. (currently in various entities
including BC Rail Lid, and BC Rafl Partnership)

Transfer of Port Subdivision assets and operations to & new corporation
Transfer of all rolling stock to BC Rajl Ltd,
> Transfer of railbed and Improvements to BCRC

h'd

A

After (or In conjunction with) completion of the restructuring steps, the Transaction will occur and be
structured as a sale by BCRC and BCR Properties Ltd. of their shares and partnership units in BC Rail
Ltd, and BC Ralil Partnership, respectively, concurrent with the granting of a right-of-way and/or lease in
respect of rolibed Jands and Improvements to BC Rall Lid, under.which the purchaser will acquire & long-
termy (eg. 60 years) right to occupy and use the railbed and Iimprovements for pominal rent.” The purchaser
will be expected to assume full responsibility for maintenance associated with the railbed and
lmprovements and will only be permitted to use them for railway opersting purposes. The Province
intends that legislation be passed in the fall to facilitate and support the Transaction,

Flgure 1.2 Proposcd Transactlon Structure

Purchawr ]
+ pequites shares of BC Ralf Lid, o BCRC
(25%) and BCR Properties Lid, {73%)
v acqelres paptnership units of BC Rafl Parmership
< fromr BCRC (3%yumd BCR Propenties Lid. (%) ~ |
10075, J00%
> RO Walt Lok
British Columbin Raltway Company ]
v dequires fitle (0 rithedTmprovements <o Joilbed Riyh of Way : E:;:;:;ﬁbed tenurg
+ prunts RoW qndfor {¢ase 1o BC Rail Lud. Lesss Co
+ Port Subdivision r : ;:cxnﬁ m’;’ﬂ‘;‘;&pﬂubh)
[ -
BC Rail Partnership

« opecating entiry

JCR Propertlcs L ]
¢ confivety with thid

v retaing (itle 0 exisag nonraitbed rest estate
+ acquirs sdditionad pen-raitbed read vetnie
I from BC Rall Ly and DC Rait Partnership
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1 INTRODUCTIDN

_&rj},me‘nml Con fidtntinl

1.2.  Contuets

1t (s the ntention of CIBCWM and the Province to conduct a process thal minimizes any disruption to BC
Ruil’s operations and éraployees. In this regard, there must be no contyet with any past or present
representatives, meluding divectors, or employees of BC Ruil, BCRC, the Province or any other
related government entity, or any other entity with » business relutlonship with BC Rall, Including,
without Himilation, customers and supphers, in relation to this Transnction. In nddifion, Recipients
are precluded from discusstons relating to the Transuction with othor potential purchasers without
the prior written consent of CIBCWM. All inquiries or communications Including requests for
additional information raust be directed fo one of the following individuals at CIBMWM:

N d

Vnreoyy nronl
CIBC World Marksty (ne, CIBC World Markels Inc,
400 Burard Street, BCE Place, PO Box 500
12* Floor 161 Bay Siweet, 6™ Floor

Vancouver, BC, CANADA, V6C A6

Toronto, Onterto, CANADA, M31 258

Jonathsn Broer Stewart Bushritlge

BC Rait

Alan Wallace Paul Langlcy
Muonoging Direclor Executlve Director Executive Dircelor Director
TFeb: (6015 891-630) Tal: (604) B91-6302 Tel: (416) 394-3391 Tel: (416) 394-7776
Faxs [604) 891-6330 Fax: (504) 891-6330 Pax: (416) 394-7225 Fax: (416) 594.7225
slon.walboerdeibe.ca paul.langley@eibe.ca Jonathan, broes@eibe.ca stewart bugbridge@deibe.ca
y
-3- " CI1BC World Markets Ine,
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2 EXECUTIVE SUMMARY

EX)

2.1, Overview of British Columbin Railway Company

BCRC was formed in 1912 for the purpose of building a railrond between North Vancouver and Prince
George. The provincial government became Involved with the construction of the railroad in 1918 with
the objective of completing construction of the rail ling to Prince George. This objective was realized in
1953 when the full vail tine was officially opened for taffic. Since 1953 additional rail lines have been

added.

BCRC was Initially established to facilitate economic development in northern BC and to provide
passenger services befween North Vancouver and Prince George. The Company’s powers are delined in
the British Coltenbia Raitway Act. BCRC (and its aftiliated companies) operates on a commercial basis in
full competition with the private sector in a deregulated transportation industry.

BCRC conslsts of a portfolio of companies united by a mandate to provide customers with integrated
comimercially competitive transportation and related services In BC, It is comprised of a holding
company, BCRC, and two operating businesses, BCR and BCR Marfne (currently consisting primarily of
Vancouver Wharves), BCR s further segmented Into business units — Industrial rall freight (BC Rail),
Port Subdivislon, Finlay Navlgation and real estate. BCRC Is currently in the process of divesting
Vapcouver Wharves and Finlay Navigation. Passenger rail operations ceased at the end of October 2002
and are excluded from a Trapsaction, as Is the Port Subdivision and real estate, As a result, the
Transaction contemplated herein wil) include only the industrial vail freight business after cerlain

adjustmemts described In Section 5.1,

2.2, BCR Industrial Rail Freight Business (“BC Rail™)

BC Rail, Canada's third Inrgest railway as measured by revenue and contlnuous track, operates
exclusively in BC and has inter-line connections to all rail-served points fn North Amerlca. The BC Rail
line consists of 2,315. route kilometres and. 740_kiJometres.of industrial, yard and track sidings throughout
the Province. The Company plays an important role in the economy of BC as almost all of the rallroad’s
customers sefl thelr commodities ouiside BC. About-85% of BC Rail's total revenue is generated from the
transport of such goods as forest, encrgy and agricultural products. The remainder of BC Rail's revenue is
derived from car hire and switching. BC Rail’s key stakeholders include its customers, the verlous
comnunitles along its line (including First Nations) and its employees, Major customers include Canfor
Corp. (“Canfor”), Slocan Forest Products Ltd, (“Slocan”), Enersul Limited” Partnership (“Encrsul™),
Weldwood of Canada Lid. (*Weldwood”) and West Fraser Timber Co, Ltd. (“West Fraser").

2.3.  Overview of the Railway Industry in British Columbia and U.S. Northwest

_The railway industry in BC-and the U.S, Northwest Is unique, not only bétduse of the geogrmphical
challenges, but also because traffic movements are concentrated on trade with the Pacific Rim rather than

trade supporting reglonal economlc activity. Most of the goods moving by rail throughout BC and the
U.S. Nerthwest are bulk commodlties produced in ihe interior of the continent and consumer goods
moving between the large manufacluring centres in eastern North America and Asia. As such, the
industrial activity in this region Is significantly influenced by factors such as the compstitiveness of
servicing ports, commodity prices, the overall economic health of trading partners and demand for forest

products. There ar¢ over 550 railway companles currently operating in North America — over 40 of these
operate in BC, Washington, and Oregon, _

CIBC Wosld Mprkets Inc.
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2.4, Investment Highlights

2.4.1, Access to Prembum Forest Resonree

BC has by far the fargest and best quality forest resource. or “fibre basket™, on the Narth American
continent. Lumber shippers in areas served by BC Rail in the BC Interior have 2 competitive advantage
through lower logging costs and modern, higher productivity mills when compared to other Northwest
fibre areas - the U.S, Northwest and the BC Constal fibre baskets, Fibre from BC forests has a
competitive advantage over fibre from Albecta forests (primanly Aspen, less strength and size), and
castern Canadian forests (smaller trees and colder climate). BC Rail enjoys tccess to most of the fibre
growing region in BC which provides altractive revenue sources from a _range of forest pruducts

commodities for a potential operator.

242, Modern, High Quality Assets

BC Rail !ms consistently invested In high quality assets and has ensured t!m its fleet of focomotives and
railcars, as well as railsway Infrastructure, have remained modern and in good condition, As a result of
substantial capital cxpenditures made over the pnst five years to upgrade assets, BC Rail does not expect
that any significant capital projects will be required over the next five yesrs. Forty 4,400 HP C40-8 and

" C44-9 locomotives, with af average age of len years, make up the core of the 120 unit locomotive flect.

Twenty-one B36-7 snd B39-8 branchlmc locomotives hnve had extensive overhauls recently. BC Rall
also has approximately 9,000 railcars and 1,903 miles (3,033 kilomewes) of high quality track. Since
1983, the track and structures of the core rajlway between North Vancouver and Chetwynd (Mile 0 —660)

have been extensively re-built and upgraded to allow a 286,000 pound railcar loading !imit. The track
WR™) fram Mile 0 — 538. Heavy-haul

—a b 23,

consists of 115 1b., 124 Ib, and 136 ib. continuous weided rall {
raif salvaged from the Tumbler Subdivision fs being used to extend CWR Installation north of Mile 538.

Hardwood ries, premium tie plates with elastic fasteners and screw spikes have been used on most sharp
curves for gauge restraint, A program lo remove timber structures and upgrads older steel decks on
bridges will be completed in 2003 to allow 286,000 pound raflcar loading limit up to Mile 660. Rockwork

and tunneling programs have stabilized most active slopes.

2,43, Originates and Terminates Significant Proportion of Traffic

Approximately 57% of BC Rail’s revenue orlginates and terminates on BC Rail’s system, rather than
being interlined to other rail carriers for shipment to final destination, As a result, this 1raffic is nat
dependent on an Interline refationship with one of the Class 1 rall carriers, therefore providing enhanced

opernting fexibility and ¢ffictency. The potential for sentiing this traffic to other markets In order to build
fonger huul traflic s greatest with pulp traffic, possibly diverting raffie prcsenkly destined for overseas

markets to North Anterican markets,
»

2.4.4. Attractive Operating Ratio with Further Improvement Opportunfhcs

 BC Rail's o;:nerating expenses of $225.5 million for 2002 represent 76.6% of fts $294.4 milllon revenus

base. This compares favourably to the operating ratios enjoyed by the Class 1 railroads which are
generally in the 80% range. BC Rail’s management team has successfully reduced the operating ratio
from 89.9% In 2000 1o 76.6% in 2002 in large part through a focus on more efficiently managing
maintepance and operations expenses, BC Rail's long-term plan iy to further reduce operating expenses
through productivity improvements, consolidation and rationalization of plant, fleets and facilities and, in

the appropriate situations, divest low-margin businesses,

CI1BC World Markets Inc,
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For 2003, BC Rail's tinancial outlook projects a 76.7% operating ratio resulting in $67.2 million of
operating income ancl $103.7 million of EBITDA, A reduction to 70%, in line witlt some other C?a§s ]
railvoads, would result in operating income and EBITDA of $86.6 million and $123.1 million,

respectively. The operating ratio in Q1 was 71.9%, lending support to BC Reil meeting oc exceeding the

full year outlook for 2003.

Table 2.1 2003 Operating Ratio Sensitivity

(S milllons) Quilnok (76.7%) @75% 0)10%
Revemng §288.6 $288.6 §288.6
Operuting Expenses - 214 216.5 202.0
Opernting Income ' 362.2 MR $86.6
Deprecintion & Amurtization 38.5 365 36.5
EBITDA 5103.7 $108.6 $123.1

2.4,5. Significant Synergy Opportuniiy
In addition to the above initlatives, a purchaser of BC Rail with nn existing rafl network would be

expected fo have significant additional opportunities to derive value through both revenue and cost
synergies. As a mid-sized railway by North American standards that lacks geographic presence outside

BC, BC Rail faces challenges both in maximizing long haul revenue and In achieving meaningful

ecohomies of scale,

3
A purchaser with an existing rail network oulside of BC should not only be able lo geherate significant
incremental revenues through access to new Jong haul traffic but should also be able to significantly
reduce costs by combining BC Rall’s operations and maintenance functions with its own and climinating

duplicative management, administrative and support areas,

2.4.6. Slzeable Tax Pools

At December 31, 2002, BC Rail Lid. and BC Rail Partnership had approximately $2.05 billion in tax
poals consisting of $1.19 billion in UCC batances and approximately $857 million of utilizable "NOLS", -
It may be possible to structure the Transaction in a manner that will substantlally preserve these NOLs for

utilfzation by a purchaser.

A
v

24’1, Pension Su rplus

BC Rail conducts an actuarial valuation of its pension plan every two years with the most recent valuation
completed as of December 31, 2001, At that date, the BC Rail Ltd, defined benefit pension plan had a

surplus of approximately $151.7 million. A purcheser of BC Rail would benefit from 2 contribution
holiday thot curcently exists and is expested to continue for a number of years:- ~

CIBC World Markets Ino,
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2.5.  Financial Summary
The table below sets out the financial information for BC Rail based on actual resuhs from 1999 to QI
2003 and management outlook for 2003,

Tuble 2.2 Financial Swnmary
Qtr. Ended
B Years Ended December 31, Mareh M,
{CS nillltonsy 1999 1m0 2011 2002 03P jem 2003
Ruvenue 52959 52833 sanna 51944 $283.6 580.5 3771
Operting Expenses” 169.9 195.1 184.7 161.3 162.4 44.0 40.9
Oeneral & Administrative Bxpenses 316 210 1B 28.1 223 5.8 50
EBITDA .4 613 73.6 03,0 103.7 0.7 32
Deprecintion / Amortization 40.3 326 388 36.1 36,5 10. - 93

68.9 §71.2 w4 2T

EBIT (Operating Inconte) 5.1 287 36.8
Operating Ratio BLI%  899%  B6S%  T68%  T6.T% A% TL9%
Capltal Expenditures 44.) 713 55.8 389 334 32 4.0

' Oulook presented lo Board of Direclors on May {, 2003,
T Exgludes expensed eapital expenditures at Dawson, Tunbler o Nelson subdivisions o7$3.3 miflion in 2000, $3.3 lmlhcn in 2001, $l 5

mitlion in 2082 und $2.4 nillfon in 700)!’ These have been Included In the enpital expenditure figures.

BC Rait CIBC World Markets Inc,
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MINISTRY OF TRANSPORTATION
COQUIHALLA BRIEFING DOCUMENT

L PREPARED FOR: Minister of Transportation, Judith Reid
I ISSUE: Coquihalla Partnership

(. BACKGROUND:
This document outlines different options available on the Coquihalla Highway and

seeks to provide enough context to weigh positives with negatives as there are difficult
choices to be made. The decision must be made no later than July 14, 2003,
otherwise weather conditions prohibit physical inspection, meaning bidders will see
higher risk and reduced up front proceeds. As well as delaying physical inspection
until May 2004, funds cannot be booked in the current fiscal year.

IV.  NEW ERA COMMITMENTS:

~  P3 model would be used to grow the economy and provide services
* No new debt — we would work towards a balanced budget
= No promise to remove tolls on the Coquihalla

» * The shift with the Coquihalla proposal is consistent with the approach taken with BC
; Ferries and BC Rail, using private sector investment to provide much needed

improvements to the transportation system.
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