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BACKGROUND AND HISTORY OF THE COMPANY

The Company was set up under the provisions of The Bournemouth-Swanage Motor Road And Ferry Act
1923. This Act established a legal obligation to provide and maintain a more direct means of transport
between Swanage and Bournemouth than had existed before that time.

Subsequent Acts in 1928, 1956 and 1986 changed and modified provisions governing the Company's
powers, its ability to raise finance, regulate its business in general and to collect tolls for the maintenance
and improvement of the undertaking.

Toll charges are currently regulated by the Transport Charges & ¢ (Miscellaneous Provisions) Act, 1954, as
amended by The Bournemouth-Swanage Motor Road And Ferry Act 1986 to provide for the day-to-day
running costs of the company, items of capital replacement, and a reasonable return on the investment.

History

The Company, established by The Bournemouth-Swanage Motor Road and Ferry Act 1923, began
operating the present service in July 1926. The Toll Schedule and Charges permitted then were as agreed
by Parliament and formed part of the 1923 Act.

There was a proposal to replace the ferry, or Floating Bridge, with a fixed bridge of steel girder
construction in 1929. However, the Private Bill necessary failed to win the support of Parliament and was
consequently not proceeded with either then or since.

A larger, diesel-electric powered vessel replaced the steam-driven ferry in 1958. This vessel was itself
replaced by an even larger, diesel-hydraulic powered craft, the "Bramble Bush Bay" (currently in service) in
January 1994.

Originally the Company's shares were quoted on the London Stock Exchange; this ceased when a property
company acquired a majority shareholding in the early 1960's and the Company became an asset of the
parent company. In 1983 the Company was purchased by Silvermist Properties (Residential Developments)
Limited (formerly called Silvermist Properties (Chelmsford) Limited), (SMP). In 1995 the Group was re-
structured to give a much clearer division of its activities with the Ferry Company and SMP becoming
direct subsidiaries of a new holding company, Fairacres Group Limited.

When taken over by SMP the whole of the ferry undertaking was in a badly run down condition, having
been grossly neglected for many years by its previous owners.

An indication of the poor condition and inadequate management of the operation may be gauged by the
fact that a Closure Notice had been served on the Company by the Health & Safety Executive, the reason
for this being the rectification and repair of dangerous and unsafe equipment and the installation of
proper fire-fighting and life-saving apparatus. In the view of the Health & Safety Executive, the ferry was
unsafe for both the staff and the public and was not permitted to operate until the various matters had
been attended to and the dangerous faults corrected.

The foregoing illustrates the very low level of care and maintenance that had been applied to the ferry by
its previous owners. The same neglect had also affected all the Company's premises and other facilities.

Since 1983 there has been a huge investment in the undertaking. This has ranged from replacing vermin-
infested timber huts, the then offices of the undertaking, with purpose designed conventional brick
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buildings, providing a supply of both mains electricity and water, all of which had to be brought to site
over a distance of some three miles, and the provision of proper sanitation and heating. Concurrently and
subsequently to the above-mentioned works, the slipways at North and South Haven were widened (to
accommodate a larger vessel), new tollbooths were constructed, complete with traffic barriers, an
automated toll collection system and a roundabout at the ferry end of the road allowing safer turning of
vehicles.

The number of crossings within the framework of the various operating hours has increased under the
current ownership, as have the number of operating hours, thereby compounding the effect to give a
better service. The high point of this almost continuous investment and improvement programme was the
placing of the order for the new ferry "Bramble Bush Bay" in 1992 and culminated in a complete rebuild of
both slipways in 2008.

Since 1983, and aside from the original purchase price, the present owners have ploughed back over
£7.5million into the Company. The main items of investment are as itemised in the previous paragraphs.
This investment secured the future of the Company, it has reversed the gross neglect and
mismanagement of earlier years, it will ensure a first class service for present and future users and, not
least, it has secured the employment locally of 27 permanent staff and an additional 6 seasonal

employees.

GENERAL NOTES REGARDING THIS APPLICATION

There are two sets of projections included in the appendices to this application. The first set shows the
current and following 12 years on the basis that no increase in tolls is made. The second (for the same
time period) assumes that this application is successful and toll charges are increased. The two scenarios
have only been included so that the necessity for an increase in tolls can be clearly demonstrated.

The suggested toll increases are set out fully in Appendix 8 and are summarised below.

cuass o Taasc S M T ) et Ml )
Pedestrian (Sandbanks to Shell Bay) 1.00 1.50
Pedestrian (Shell Bay to Sandbanks) Nil Nil
Pedal or motor cycle 1.00 1.50
Passenger vehicle < 17 persons (cars & light vans) 4.50 6.75
Passenger vehicles > 17 persons (coaches) 9.00 13.50
Goods vehicles > 3,500kg & < 20,000kg (trucks) 9.00 13.50

As set out in Appendix 8, the Directors have increased cash tolls wef 01 April 2020 by only between a 5%
8 5.56% increase on the last approved Maximum Tolls Chargeable (MTC) amounts set under the last Toll
Revision Order made in February 2015. This represents less than half the rate of inflation since that point
in time. Tolls for motorbikes, bicycles & pedestrians have not increased since November 2009.

Thereafter cash tolls are shown to grow at an assumed 3% rate of inflation (Appendix 1, Section 1.21) and
the Directors undertake (after the initial rise assuming this application is approved) to limit cash toll
increases to inflation. This will be calculated by using the initial uplifted cash toll charges (those shown in
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Appendix 8 as wef April 2020) as a starting point. Tolls for any given financial year will then be determined
according to the preceding January’s RPI figure (using the January 2020 RPI All Items Index 'basket’ figure
of 290.6 as a base point for all future calculations) and will be rounded down to the nearest 5p. This
pricing strategy will eradicate the inconsistent toll increases experienced by passengers in the past.

The cost of Sandbanks Ferry Ticket Card (SFTC) Passes (advance purchases previously known as book
tickets) are currently discounted by between 10% and 24% depending on the amount bought and class of
traffic compared to cash tolls. Under the these proposals, the Ferry Company will freeze the current
charges for all vehicles and apply greater levels of discounts from the MTC for advance purchases until
they reach 26% & 30% respectively to the Indexed Cash Toll, which (in Appendix 8) is shown to be from
1st April 2021. Bulk purchase costs for bikes, motorbikes & pedestrians are shown not to rise (in the same
way) until at least 2025, in an effort to promote more environmentally friendly transport usage.

The Company is committed to ensuring that SFTC Pass prices remain at those higher levels of discount.
These pricing strategies reduce the burden on ‘greener’ and regular customers, even more so for those
unable to purchase larger quantities in advance.

The Directors obtained an independent professional estimate of the replacement cost of the ferry
(Appendix 11) in March 2019. Allowing for actual inflationary increases to date and assumed inflation rates
for the future (Appendix 1, Section 1.21), the forecast cost (excluding delivery) for a like for like Diesel
Hydraulic replacement will be £12.8m in 2032. This is when the Directors are advised it would be prudent
to be in a financial position to replace the current ferry.

Section 3.1 of this application shows that, in order to be in a position to replace the ferry in 2032; the
Company would have to transfer an average £426k per annum to the ferry replacement reserve in the
current and following 12 years. The required value of the ferry replacement reserve at 31 March 2032
should be the projected replacement cost of the ferry of £12.8m, less borrowings that can currently be up
to £5m.

In the No Toll Increase scenario transfers are made to & from the replacement reserve after paying out a
reasonable level of dividend to the shareholders (see section 3.3) and the 31 March 2032 target is not met.

In the case of this application being approved the projected shortfall will be only £3.81m at 31 March
2032 after transfers are made only to (& not from) the replacement reserve and before paying out less
than reasonable levels of dividends. In these circumstances therefore the shortfall would have to be found
by seeking additional funding, which as can be seen in the letter from the Company’s Bankers (Appendix
12) would have to be by way of a loan from the Parent Company.

The Company has received a written undertaking from its Parent Company (Appendix 13) setting out its
commitment to ensure the necessary funding is in place at the requisite time.

The Company has not paid dividends for over 2 years and will not be in a position to do so until 2021.
Dividends proposed for the twelve year period thereafter (Appendixes 2 & 4) average a mere 6.1% pa with
no increase in tolls and a less than reasonable 4.3% with an increase. As can be seen at Appendix 5 the
rates of return developed in this application are less than comparable industry averages.

A factor affecting the operation every other year is the refit work carried out to the ferry in order to
achieve the high standards of service expected. As a result, the vessel is out of action for between two and
nine weeks and there is a corresponding drop in income in the financial years concerned. A further impact
on profits in those years is the cost of this refit itself.
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The next refit is in the financial year ended 31 March 2021. Therefore, in the financial years ending 31
March 2021, 2023, 2025, 2027, 2029 and 2031 lower levels of income (and hence profits) are forecast than
in the intervening financial years.

Future refits will involve a Major refit every four years in the financial years ending 31 March 2023, 2027
and 2031. A Minor refit is scheduled in the financial years ending 31 March 2021, 2025 and 2029.

The estimated costs of a Major refit as at 31 March 2019 is £946k and a Minor refit £315k. The ferry is
expected to be out of service for six to nine weeks during a Major refit and two to three weeks during a
Minor refit.

REASONS FOR THE APPLICATION

Replacing the Ferry

In order to maintain the high standards of service and reliability expected, the Directors are advised that it
will be necessary to be in a position to replace the ferry by 31 March 2032 at which time it is projected
that the replacement cost of the ferry will be £12.8m (see section 2.4).

The ferry replacement reserve at 31 March 2019 was £2.6m. Therefore, in order to be in a position to bring
the ferry replacement reserve to the projected amount of £12.8m to be in a position to replace the ferry in
2032, total transfers per annum will need to average £426k in the current and following 12 years. This is
only possible in some of the years if a less than reasonable levels of dividends are paid. The shortfall in the
ferry replacement reserve would have to be found by seeking additional funding at the time the ferry is
replaced.

It is the Directors’ responsibility to retain existing & attract future investment in the Company. To do this
they must ensure that the owners receive a satisfactory level of return on their investment (see section
3.3). The application of the future dividend policy set out in section 2.6 goes some way toward this;
however it does mean that the target replacement reserve for the ferry will not be met (see section 2.5)
unless this Application is approved.

As can be seen in Appendix 4, the proposed dividends represent an average annual return of just 4.3% of
the Company's net asset value over the next twelve years if the application is approved and the average
Return on Investment (Profits After Tax as a percentage of Total Net Assets) is a mere 6.2% per annum.

Shortfall in Cash Vs the Value of the Ferry Replacement Reserve

An examination of the projected balance sheets of the company at each financial year end show that
appropriate investments (represented by the cash funds on hand) do not match the value of the Ferry
Replacement Reserve. As at 31 March 2019, cash on hand in the balance sheet was £2.109m compared to
the replacement reserve value of £2.566m. This is a shortfall of £457k.

A shortfall will arise as the company’s cash on hand will fluctuate dependent upon the daily working
capital requirements of the business. In addition, the transfer to the Ferry Replacement Reserve is an
appropriation of profit and not a cash transfer (the cash available being the profit for the year adjusted for
non revenue amounts such as corporation tax paid; dividends paid; fixed assets bought and sold; and
changes to debtors, creditors and stocks).

If this application is successful, the forecast cash on hand will rise to £8.894m at 31 March 2032 (see
Appendix 9.2). This is a reduced cash deficit of just £91k compared to the projected value of the ferry
replacement reserve at that time of £8.985m.
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3.3.10
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Ongoing Ability to Provide a Reasonable Return on the Investment

The Ferry Company's 1986 Act recognises that the operation of the ferry service should provide
“reasonable return” to the Company’s owners.

As there are no set guidelines, what constitutes “reasonable” will always be subjective. Registered
investment advisor Ibbotson and Associates analyse long-term performance of stocks, bonds, treasury
bills and inflation. Arithmetic average annual return on 100% bonds investments, which would be deemed
low-risk, is calculated at 6.1%. It is the Directors’ belief that, bearing in mind the Company’s assets are not
as readily convertible into cash, along with the business risks attached to running such an operation, a
higher return on investment should be expected than that achievable through investing in bonds.

The tables at Appendix 4.1 and 4.2 show the forecast returns on investment and dividends for the next
twelve years, following a two year period without the Company paying any dividends.

Appendix 4.1 shows the situation if no toll increase is granted. The average Return on Investment (Profits
After Tax as a percentage of Total Net Assets) for the forecast period covering the twelve financial years
ending 31 March 2021 to 2032 would be 3.5%. Conversely, Appendix 4.2, demonstrates that if tolls are
increased, the average return on investment rises to 6.2%

From the owners’ perspective, dividends received represent their true return on investment, and the above
rates of return without a toll increase are less than that achievable through investment markets.

It is quite clear from these statistics that, in order for the operation to provide a reasonable return to its
owners in future, an increase in toll charges is necessary.

A further way to assess whether the Company's return on investment is reasonable is by way of
comparison with other companies in similar industries.

Using data from www.riskdisk.com, Appendix 5.1 compares the Company's actual and forecast returns
with other companies in similar industries. While RiskDisk gives different ratios that are relevant to
measuring returns, the closest of these to the financially accepted measure of “return on investment” is
Profit before Tax as a percentage of Shareholder’s Funds.

When comparing the Ferry Company's Profit before Tax as a percentage of Shareholder’s Funds to those
of the companies within SIC code 6120 'Inland Water Transport’ (Appendix 5.2) and SIC code 6110
‘Passenger Sea and Coastal Water Transport’ (Appendix 5.3), the return achieved by the company has not
once met the median point in the past and does not ever in the future, even with a toll increase.

While other ratio comparisons have not been summarised graphically, the data table at Appendix 5.1
shows that the Company’s Profit Before Tax as a percentage of Sales is much more favourable than other
companies in similar industries. It also shows that the company’s Sales as a percentage of Total Assets is
much lower than these companies. This would suggest that the Company is more effective at controlling
its costs and generating profits from the resources it purchases. At the same time, it requires a much
larger investment to generate revenue than other companies in similar industries.

Appendix 5.4 (assuming no toll increase) shows in graphical form four ratios covering actual data from
2013 to 2019, and forecast data from 2020 to 2032, that clearly demonstrates a downward trend.
Appendix 5.5 however shows the same ratios but for the forecast data assuming an increase in the toll
rates (as applied for) which results in a slowly increasing trend being clearly visible across the time period,
for all the ratios.

P.10
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4.7

CONCLUSION

The Directors cannot predict future traffic volumes but have assumed them to remain static in the
forecasts based on average historical traffic volume data (see Appendix 7.3 that shows the trend to be
fairly constant) which has proven to be very accurate in preparing previous forecasts.

The Company has two main objectives:

. From a public service point of view, to be able to provide and maintain a safe, reliable and cost

effective ferry service.
o To provide a reasonable return on the investment to its owner.

To realise the first objective, it is necessary to replace the ferry when needed and for the new ferry to be of
a more modern and efficient design than the present with an even lower environmental impact. This is
achieved through the owner’s on-going reinvestment in the ferry company and the value of the ferry
service itself,

Using the ferry has a positive environmental impact and saves money for motorists. On the assumption
that the average motor vehicle journey is from Bournemouth to Swanage, a saving of at least 12 miles is
achieved by using the ferry. Based on HMRC approved mileage rates of 45p per mile the average cost
saved using the ferry is £5.40. In an average non refit year, there are 788,000 motor vehicle crossings
saving over 9m road miles pa which is equivalent to a saving in excess of £4m pa in motoring costs. The
corresponding CO2 impact on the environment has not been calculated, neither have the savings to the
Local Highway Authorities.

This application clearly demonstrates that the Company cannot provide for the future replacement of the
ferry and generate a reasonable return if tolls are not increased.

A common perception may be that this operation is a low risk business. From an investor's perspective,
this may well be the case when it is compared to certain other businesses and industries. But this does not
mean it is risk-free. Moreover the current owners manage the risk through responsible ownership and on-
going re-investment.

In view of the foregoing, the Directors feel that this application for an increase in toll charges is therefore

fair and reasonable.

P.11



APPENDIX 1: ASSUMPTIONS WITHIN THE FORECASTS

1.1.2
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PROFIT AND LOSS ACCOUNT FORECASTS
Income

The income projections have been based on actual income for the period to 31 March
2018 (“the base year”) as due to ferry refit issues, 31 March 2019 figures are not
considered to be reflective on a normal year of operations being a major refit year.

The maximum chargeable cash tolls for passenger vehicles, goods vehicles and cycles
have been phased in across thirteen years at an average increase of 3% per annum.
The single ticket tolls are rounded down to the nearest 5p.

Appendix 8 provides details of the phased toll increase, as well as the rate of discounts
applicable to books of tickets. The forecast income for each passenger category has
been arrived at by dividing the total income for that category by the present toll and
multiplying it by the new toll. For refit years, income has also been decreased as noted
in point 1.1.4 below.

Appendix 8 also gives detailed workings regarding current and proposed tolls by class,
as well as forecast income by class and also by category of passenger, before taking
account of fluctuations arising in non-refit years.

Income has been adjusted for refit years to reflect decrease in revenue from ferry
closure. Monthly average traffic volumes have been compared for both refit and non
refit years to calculate the average reduction in income for each traffic class. It was
used to arrive at the annual income figures, whereby forecast monthly income in a
non-refit year was increased by the average percentages calculated. For a mini refit
year it is assumed the reduction in traffic volumes during the refit period will be one
third that in a major refit year.

A reduction to toll income of £100,000 is included for the year ending 31 March 2020.
This reflects the expected net effect of enhanced discounts given to customers
purchasing books of tickets following the major ferry breakdown in Summer 2019 and
the extra income that promotion generated as well as the business interruption
insurance excess on the breakdown itself.

Expenditure

In general, expenditure has been forecast using the base year figures, and increased
by 3.0% per annum. The Summary Profit and Loss accounts (Appendices 2.1 and 2.2)
show the rate of increase for each expense in the column “Annual Increase”.

The base cost for ferry repairs and maintenance (excluding the cost of refits) has been
arrived at by taking an average of the annual costs incurred in each of the last five
financial years and increasing this figure by 3.0% per annum compounded to arrive at
future projected costs.
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The cost of a refit includes the costs of removing the ferry from the chains, towage to
and from the ship repair yard, classification survey fees, docking and mooring charges
and professional fees. It is assumed that the base cost of a major refit is £945k (being
the cost of the 2019 major refit) and a mini refit being one-third the cost of a major
refit i.e. £315k. These amounts have been increased by 3.0% per annum compounded
to arrive at future refit costs for the financial year ending 31 March 2021 and biennially
thereafter. A supplementary charge of £150,000 is included for the year ending 31
March 2020 reflecting the additional costs incurred following the major ferry
breakdown in the year.

Major repairs to the slipways were carried out in the financial year ended 31 March
2015. Due to the major repairs, it has been assumed that only future annual slipways
repairs and maintenance will arise, with no exceptional costs. The base cost for slipway
annual repairs has been arrived at by taking an average of the annual costs incurred in
each of the last five financial years (excluding the exceptional costs for the year ended
31 March 2015) and increasing this figure by 3.0% per annum compounded to arrive
at future projected costs.

Depreciation has been calculated in accordance with the Company’s accounting policy
for depreciation, as recorded in its audited financial statements. No additions have
been included and hence only the buildings and their revaluations will be subject to
depreciation after financial year ending 31 March 2019.

Other Income

Other Income has been calculated using a base figure of £60,872, from financial year
ended 31 March 2019, increased by 3.0% per annum.

Dividends

£3,675 of the dividend declared relates to non-equity preference shares. These have
not been separately identified in the forecasts as being immaterial.

No dividend will be declared for the year ending 31 March 2020.

In the no toll increase scenario, dividends on equity shares have been calculated using
a base figure of 46.90p per share for the financial year ending 31 March 2021.
Dividends have been increased at a maximum rate of 2.99% which is below the RPI
rate in 1.2.1. No annual increase in dividends is forecast after 2025.

In a toll increase scenario, no dividend is payable until such time as the balance on the
ferry replacement reserve plus £5m (being the maximum amount the company can
raise in third party finance) exceeds the forecast cost of a new ferry. In addition, no
dividend ever exceeds the profit after tax earned in the year.



Calculation of Transfers to the Ferry Replacement Reserve

1.4.5 Allowing for cost rises over the next 13 years, it is projected that the replacement cost
of the ferry in 2032 will be £12.795m.

1.4.6 Therefore, with the value of the Ferry Replacement Reserve at 31 March 2019 standing
at £2.545m, the Company would have to transfer at least £6.450m (assuming £5m will
be raised externally). This equates to an average of £0.496m per annum over the next
13 years to be on target to replace the ferry.

1.4.7 The calculations at the foot of Appendices 2.1 and 2.2 show the transfers made to this
Reserve and the resulting cumulative shortfall or surplus.

CASH FLOW

1.5  Corporation tax is paid quarterly. The payments are based on the estimated profits for
the financial year. The first payment in respect of a given financial year is seven
months after the start of that year.

2 BALANCE SHEET FORECASTS

2.1 Fixed Assets

2.1.1 It is the Company’s policy to revalue its fixed assets periodically. The last revaluation
was on 31 March 2015. The forecasts are based on that last revaluation, as the
directors are of the opinion that the current valuation is not dissimilar to the last
valuation.

2.2 Deferred Tax

2.2.1 Deferred tax has not been calculated for future years as any change does not affect
cash and is assumed to be immaterial in the context of total net assets.

2.3  Reserves

2.3.1 A proportion of the depreciation charge for the ferry relates to the revaluation noted

above. In order that distributable reserves are not affected by this revaluation, this
proportion of the depreciation charge is written back from the Revaluation Reserve
(thereby reducing its value) to the Profit and Loss Reserve. For the thirteen years
shown in these forecasts, this amount is approximately £67.8k per annum until the
ferry is fully depreciated.
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THE BOURNEMOUTH-SWANAGE MOTOR ROAD & FERRY COMPANY

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 MARCH 2019

The directors present their ninety fifth report and financial statements for the year ended 31 March 2019.

Principal activities _
The principal activity of the company continued to be that of the operation, under statute, of a motor driven chain
ferry.

Directors

No director held any beneficial interest in the share capital of the company. In order to qualify each of the
directors holds one hundred shares on trust for the holding company. The directors’ interests in the holding
company, Fairacres Group Limited, are disclosed in the directors' report of that company.

GR Kean (Deceased) (Resigned 28 December 2018)
MPR Kean

Mrs TA Nicol

N Purchase (Appointed 28 December 2018)

Results and dividends :
The results for the year are set out in the profit and loss account on page 5. Both the level of the business and
the year end financial position were greatly under expectations.

During the year the Company’s vessel suffered from major mechanical challenges and the Company’s
application to increase tolls was refused. These combined matters unfortunately resulted in the Company not
being able to continue growing and greatly diminished the amount possible to add to the ferry replacement
reserve.

The negative financial impact of the foregoing is likely to take some time to recover from but in small mitigation
of this the Directors have negotiated that the Company is to receive a commercial rate of interest on its cash at
bank which it has during the year.

As a result no ordinary dividends were paid during the year and the Directors policy is that they will not pay any
dividends to the shareholders until the ferry replacement reserve is at the required level in any given year.

Directors' insurance
A directors' indemnity insurance policy exists in the form of a combined insurance policy across the group.

Financial instruments

Liquidity risk
The company manages its cash and borrowing requirements in order to maximise interest income and minimise
interest expense, whilst ensuring the company has sufficient liquid resources to meet the operating needs of the

business.

Interest rate risk
The company has no interest bearing financial instruments and as such the directors do not consider that they
are exposed directly to interest rate risk.

Credit risk
All customers who wish to trade on credit terms are subject to credit verification procedures. Trade debtors are
monitored on an ongoing basis and provision is made for doubtful debts where necessary.

Auditor
In accordance with the company's constitution, a resolution proposing that Rickard Luckin Limited be re-

appointed as auditors of the company will be put at a General Meeting.

P.34



THE BOURNEMOUTH-SWANAGE MOTOR ROAD & FERRY COMPANY

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2019

Statement of directors' responsibilities
The directors are responsible for preparing the annual report and the financial statements in accordance with
applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law). Under company law
the directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the company and of the profit or loss of the company for that period. In preparing
these financial statements, the directors are required to:

* select suitable accounting policies and then apply them consistently;

» make judgements and accounting estimates that are reasonable and prudent;

+ prepare the financial statements on the going concern basis unless it is inappropriate to presume that
the company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the company’s transactions and disclose with reasonable accuracy at any time the financial position of the
company and enable them to ensure that the financial statements comply with the Companies Act 2006. They
are also responsible for safeguarding the assets of the company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

Statement of disclosure to auditor
So far as the directors are aware,

(a) there is no relevant audit information of which the company's auditors are unaware, and

(b) they have taken all the steps that they ought to have taken as directors in order to make themselves aware of
any relevant audit information and to establish that the company's auditors are aware of that information.

This report has been prepared in accordance with the provisions applicable to companies entitled to the small
companies exemption.

By order of the board

Mrs TA Nicol
Secretary

pate: L& lo 1z i




THE BOURNEMOUTH-SWANAGE MOTOR ROAD & FERRY COMPANY

INDEPENDENT AUDITOR'S REPORT

TO THE MEMBERS OF THE BOURNEMOUTH-SWANAGE MOTOR ROAD & FERRY
COMPANY

Opinion

We have audited the financial statements of The Bournemouth-Swanage Motor Road & Ferry Company (the
'‘company') for the year ended 31 March 2019 which comprise the profit and loss account, the balance sheet, the
statement of changes in equity and notes to the financial statements, including a summary of significant
accounting policies. The financial reporting framework that has been applied in their preparation is applicable
law and United Kingdom Accounting Standards, including FRS 102 The Financial Reporting Standard applicable
in the UK and Republic of Ireland (United Kingdom Generally Accepted Accounting Practice).

In our opinion the financial statements:
» give a true and fair view of the state of the company's affairs as at 31 March 2019 and of its loss for the year
then ended;
+ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;
and
* have been prepared in accordance with the requirements of the Bournemouth-Swanage Motor Road & Ferry
Co Acts 1923-1986 and the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the Auditor's responsibilities for the audit
of the financial statements section of our report. We are independent of the company in accordance with the
ethical requirements that are relevant to our audit of the financial statements in the UK, including the FRC's
Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which the iSAs (UK) require us to
report to you where:
« the directors' use of the going concern basis of accounting in the preparation of the financial statements is
not appropriate; or
» the directors have not disclosed in the financial statements any identified material uncertainties that may
cast significant doubt about the company's ability to continue to adopt the going concern basis of accounting
for a period of at least twelve months from the date when the financial statements are authorised for issue.

Other information

The directors are responsible for the other information. The other information comprises the information included
in the annual report, other than the financial statements and our auditor’s report thereon. Our opinion on the
financial statements does not cover the other information and, except to the extent otherwise explicitly stated in
our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the
work we have performed, we conclude that there is a material misstatement of this other information, we are

required to report that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006

[n our opinion, based on the work undertaken in the course of our audit:
« the information given in the directors' report for the financial year for which the financial statements are

prepared is consistent with the financial statements; and
« the directors’ report has been prepared in accordance with applicable legal requirements.

P.36




THE BOURNEMOUTH-SWANAGE MOTOR ROAD & FERRY COMPANY

INDEPENDENT AUDITOR'S REPORT (CONTINUED)

TO THE MEMBERS OF THE BOURNEMOUTH-SWANAGE MOTOR ROAD & FERRY
COMPANY

Matters on which we are required to report by exception
In the light of the knowledge and understanding of the company and its environment obtained in the course of
the audit, we have not identified material misstatements in the directors' report.

We have nothing to report in respect of the following matters where the Companies Act 2008 requires us to
report to you if, in our opinion:

- adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us; or

the financial statements are not in agreement with the accounting records and returns; or

certain disclosures of directors' remuneration specified by [aw are not made; or

we have not received all the information and explanations we require for our audit; or

the directors were not entitled to prepare the financial statements in accordance with the smali companies
regime and take advantage of the small companies' exemption in preparing the directors' report and take
advantage of the small companies exemption from the requirement to prepare a strategic report.

Responsibilities of directors

As explained more fully in the directors' responsibiliies statement, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the company or to cease operations,
or have no realistic alternative but to do so.

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council's website at: http://www.frc.org.uk/auditorsresponsibilities. This description forms part of our
auditor’s report.




THE BOURNEMOUTH-SWANAGE MOTOR ROAD & FERRY COMPANY

INDEPENDENT AUDITOR'S REPORT (CONTINUED)

TO THE MEMBERS OF THE BOURNEMOUTH-SWANAGE MOTOR ROAD & FERRY
COMPANY

Use of our report

This report is made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company's members
those matters we are required to state to them in an auditor's report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the
company's members, as a body, for our audit work, for this report, or for the opinions we have formed.

Ciacerd Lot Umix%od

Michael Breame (Senior Statutory Auditor) R .
for and on behalf of Rickard Lucrl}(,in Limited Iq‘mdUlb 2-0 (9
Chartered Accountants :
Statutory Auditor ' Aquila House

Waterloo Lane

Chelmsford

Essex

CM1 1BN

P.38:



THE BOURNEMOUTH-SWANAGE MOTOR ROAD & FERRY COMPANY

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 MARCH 2019

Turnover
Cost of sales

Gross profit

Administrative expenses
Other operating income

Operating (loss)/profit

Interest receivable and similar income
Interest payable and similar expenses

Profit before taxation
Tax on profit

(Loss)/profit for the financial year

2019
£

2,508,443
(2,055,578)

452,865

(550,110)
82,264

(14,981)

20,397

5416
(7,177)

(11,761)

2018
£

3,130,862
(1,135,627)

1,895,235

(554,846)
42,854

1,483,243

143
(18)

1,483,368
(308,680)

1,174,688




THE BOURNEMOUTH-SWANAGE MOTOR ROAD & FERRY COMPANY

BALANCE SHEET
AS AT 31 MARCH 2019

Fixed assets
Tangible assets

Current assets
Stocks

Debtors
Cash at bank and in hand

Creditors: amounts falling due within
one year

Net current assets

Total assets less current liabilities

Creditors: amounts falling due after
more than one year

Provisions for liabilities
Net assets

Capital and reserves
Called up share capital
Revaluation reserve

Other reserves

Total equity

Notes

10

11

2019
£ £
13,419,826
236,073
144,370
2,109,128
2,489,571
(265,425)
2,224,146
15,643,972
(34,978)
(447,068)
15,161,926
61,000
12,535,191
2,565,735
15,161,926

2018
£ £
13,507,741
326,296
38,414
2,018,471
2,383,181
(235,189)
2,147,992
15,655,733
(34,978)
(481,070)
15,139,685
61,000
12,587,594
2,491,091
15,139,685

These financial statements have been prepared in accordance with the provisions applicable to companies

subject to the small companies regime.

The financial statements were approved by the board of directors and authorised for issue on ‘.x.g.l.cm.lz,c\‘:\

and are signed on its behalf by:

Director




THE BOURNEMOUTH-SWANAGE MOTOR ROAD & FERRY COMPANY

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 MARCH 2019

Notes

Balance at 1 April 2017

Year ended 31 March 2018:

Profit for the year

Other comprehensive income:

Tax relating to other comprehensive
income

Total comprehensive income for the year
Dividends
Transfers

Balance at 31 March 2018

Year ended 31 March 2019:
Loss for the year
Other comprehensive income:

Tax relating to other comprehensive
income

Total comprehensive income for the year
Transfers

Balance at 31 March 2019

Share Revaluation Other Profit and Total
capital reserve  reserves loss
reserves

£ £ £ £ £

61,000 12563424 1,931,434 - 14,555,858

_ - - 1174688 1,174,688

- 178,414 - - 178,414

- 178,414 - 1,174,688 1,353,102

- - - (769,275) (769,275)

- (154,244) 559,657 (405,413) -

61,000 12,587,594 2,491,091 - 15,139,685

- - - (11,761) (11,761)

- 34,002 - - 34,002

- 34,002 - (11,761) 22,241

- (86,405) 74,644 11,761 -

61,000 12,535,191 2,565,735 - 15,161,926

The revaluation reserve totalling £12,535,191 represents reserves generated from historic revaluations less the
unwinding of associated depreciation and provision for deferred tax, and as such are non-distributable.




THE BOURNEMOUTH-SWANAGE MOTOR ROAD & FERRY COMPANY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2019

1 Accounting policies

Company information :
The Bournemouth-Swanage Motor Road and Ferry Company Inc. is a company limited by shares
incorporated under the Bournemouth-Swanage Motor Road and Ferry Company Act 31 July 1923.

1.1 Accounting convention :
These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting

Standard applicable in the UK and Republic of Ireland” (‘FRS 102”), the Bournemouth-Swanage Motor
Road and Ferry Acts 1923-1986 and the requirements of the Companies Act 2006 as applicable to
companies subject to the small companies regime. The disclosure requirements of section 1A of FRS 102

have been applied other than where additiona! disclosure is required to show a true and fair view.

The financial statements have been prepared under the historical cost convention, modified to include the
revaluation of freehold properties and to inciude investment properties and certain financial instruments at

fair value. The principal accounting policies adopted are set out below.

1.2 Turnover

Turnover represents the consideration received or receivable for providing the ferry service, and is shown

net of VAT and other sales related taxes. Turnover is generated entirely within the UK.

1.3 Tangible fixed assets

Tangible fixed assets are initially measured at cost and subsequently measured at cost or valuation, net of

depreciation and any impairment losses.

The company has adopted the transitional arrangements;, included within FRS 102 and have chosen to
“freeze" the valuation of land and buildings and the Motor Ferry as at the date of transition; 31st March
2014. No subsequent valuations are therefore included and the valuation at that date becomes the

"deemed cost".

No depreciation is provided on freehold land.

Buildings with an estimated economic life in excess of 50' years are not depreciated. Other buildings are

depreciated on a straight line basis over their remaining economic life. The non-depreciation of these
assets is a departure from the general requirement of the Companies Act 2006 for all tangible assets to be
depreciated. In the opinion of the directors this departure is necessary for the financial statements to give a
true and fair view. It is estimated that the useful life of the land and buildings used in the business exceeds

50 years and that its residual value would not be less than its book value.

Other tangible fixed assets are stated at cost less depreciation. Depreciation is provided at rates calculated
to write off the cost, less estimated residual value, of each asset over its expected useful life, as follows:

Motor Ferry 40 years
Equipment and motor vehicles 5 -10vyears

The gain or loss arising on the disposal of an asset is determined as the difference between the sale

proceeds and the carrying value of the asset, and is credited or charged to profit or loss.

The useful economic life of the Motor Ferry has been raiséd from 33 years to 40 years during the current

year. This extension is based upon a professional third party assessment of the remaining life of the asset.
The depreciation charge for the current period has been revised accordingly. The Motor Ferry was

acquired in 1993 and subsequently bought into use in 1994.




THE BOURNEMOUTH-SWANAGE MOTOR ROAD & FERRY COMPANY

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 MARCH 2019

1 Accounting policies (Continued)

1.4 Impairment of fixed assets

At each reporting period end date, the company reviews the carrying amounts of its tangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any). Where it is not possible to estimate the recoverable amount of an individual asset,

the company estimates the recoverable amount of the cash-generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset for

which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount.
An impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a

revalued amount, in which case the impairment loss is treated as a revaluation decrease.

1.5 Stocks

Stocks are stated at cost as they are used solely for the purpose of the ferry re-fit and are not held for sale.

At each reporting date, an assessment is made for impairment.

1.6 Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks, other short-term liquid

investments with original maturities of three months or less, and bank overdrafts.

1.7 Financial instruments

The company has elected to apply the provisions of Section 11 ‘Basic Financial Instruments’ and Section

12 ‘Other Financial Instruments Issues’ of FRS 102 to all of its financial instruments.

Financial instruments are recognised in the company's balance sheet when the company becomes party to

the contractual provisions of the instrument.

Financial assets and liabilities are offset, with the net amounts presented in the financial statements, when
there is a legally enforceable right to set off the recognised amounts and there is an intention to settle on a

net basis or to realise the asset and settle the liability simultaneously.

Basic financial assets

Basic financial assets, which include debtors and cash and bank balances, are initially measured at
transaction price including transaction costs and are subsequently carried at amortised cost using the
effective interest method unless the arrangement constitutes a financing transaction, where the transaction
is measured at the present value of the future receipts discounted at a market rate of interest. Financial

assets classified as receivable within one year are not amortised.

Classification of financial liabilities

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the

assets of the company after deducting all of its liabilities.
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1 Accounting policies (Continued)

Basic financial liabilities, including creditors, bank loans, loans from fellow group companies and

preference shares that are classified as debt, are initially recognised at transaction price unless the
arrangement constitutes a financing transaction, where the debt instrument is measured at the present
value of the future payments discounted at a market rate of interest. Financial liabilities classified as

payable within one year are not amortised.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary course
of business from suppliers. Amounts payable are classified as current liabilities if payment is due within
one year or less. If not, they are presented as non-current liabilities. Trade creditors are recognised initially

at transaction price and subsequently measured at amortised cost using the effective interest method.

1.8 Equity instruments

Equity instruments issued by the company are recorded at the proceeds received, net of transaction costs.
Dividends payable on equity instruments are recognised as liabilities once they are no longer at the

discretion of the company.

1.9 Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.

Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as
reported in the profit and loss account because it excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that are never taxable or deductible. The company'’s
liability for current tax is calculated using tax rates that have been enacted or substantively enacted by the

reporting end date.

Deferred tax

Deferred tax liabilities are generally recognised for all timing differences and deferred tax assets are
recognised to the extent that it is probable that they will be recovered against the reversal of deferred tax
liabilities or other future taxable profits. Such assets and liabilities are not recognised if the timing
difference arises from goodwill or from the initial recognition of other assets and liabilities in a transaction

that affects neither the tax profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each reporting end date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the
asset to be recovered. Deferred tax is calculated at the tax rates that are expected to apply in the period
when the liability is settled or the asset is realised. Deferred tax is charged or credited in the profit and loss
account, except when it relates to items charged or credited directly to equity, in which case the deferred
tax is also dealt with in equity. Deferred tax assets and liabilities are offset when the company has a legally

enforceable right to offset current tax assets and liabilities and the deferred tax assets and liabilities relate
to taxes levied by the same tax authority. ;

In accordance with FRS 102 deferred tax is provided in respect of historically revalued assets as

appropriate.

1.10 Employee benefits

The costs of short-term employee benefits are recognised as a liability and an expense, unless those costs

are required to be recognised as part of the cost of stock or fixed assets.

The cost of any unused holiday entitlement is recognised in the period in which the employee’s services

are received.
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1 Accounting policies (Continued)

1.11 Retirement benefits
The company operates a defined contribution scheme for the benefit of its employees. Contributions
payable are charged to the profit and loss account in the year they are payable.

1.12 Motor ferry replacement reserve
An amount is being set aside over the period to 31 March 2032 to renew the motor ferry by the transfer of
an estimated amount to the Motor Ferry Replacement Reserve, when sufficient funds are available. To
ensure the reserve is available for the replacement of the Ferry with sufficient time, the reserve is being
built up to the required level 2 years before the anticipated replacement year of 2034. The directors have
specifically ring fenced this reserve for the purpose of the ferry replacement.

2 Employees

The average monthly number of persons (including directors) employed by the company during the year
was 40 (2018 - 43).

3 Taxation

2019 2018
£ £
Current tax .
UK corporation tax on profits for the current period 17,177 308,680
Adjustments in respect of prior periods (74,641) (31,364)
Group tax relief 74,641 31,364
Total current tax 17177 308,680

In addition to the amount charged to the profit and loss account, the following amounts relating to tax have
been recognised directly in other comprehensive income:

2019 2018
£ £

Deferred tax arising on:
Revaluation of property (34,002) (178,414)
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4

Tangible fixed assets

Land, roads & Buildings  Motor Ferry Equipment Total
slipways i and motor
vehicles
£ £ £ £ £
Cost or valuation
At 1 April 2018 11,528,971 967,981 1,900,000 110,701 14,507,653
Additions - - - 13,157 13,157
At 31 March 2019 11,528,971 967,981 1,900,000 123,858 14,520,810
Depreciation and impairment
At 1 April 2018 - 105,572 814,286 80,054 999,912
Depreciation charged in the year - 26,589 67,857 6,626 101,072
At 31 March 2019 - 132,161 882,143 86,680 1,100,984
Carrying amount
At 31 March 2019 11,528,971 835,820 1,017,857 37,178 13,419,826
At 31 March 2018 11,528,971 862,409 1,085,714 30,647 13,507,741
The two and a half mile strip of land which is occupied for the ferry road is held in perpetuity under the
terms of The Bournemouth-Swanage Motor Road and Ferry Act 1923.
The land for the buildings, causeway and slipways is freehold.
As detailed in the accounting policies, the land, buildings and ferry are carried at a transitional deemed
cost.
If revalued assets were stated on an historical cost basis rather than a fair value basis, the total
amounts included would have been as follows:
On a historical cost basis fixed assets would have been included at:
Land, roads Buildings Motor Ferry  Equipment Total
and slipways and motor
vehicles
£ £ £ £ £
Cost 138,977 372,038 2,123,690 123,858 2,758,563
Accumulated depreciation
based on historical cost - 215,481 2,123,690 86,680 2,425,851
138,977 156,557 - 37,178 332,712
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5 Debtors
2019 2018
Amounts falling due within one year: £
Trade debtors 5,918 6,469
Corporation tax recoverable 87,590
Other debtors 50,862 31,945
144,370 38,414
6 Creditors: amounts falling due within one year
2019 2018
£
Trade creditors 206,251 20,997
Amounts due to group undertakings 14,671 13,824
Corporation tax - 158,672
Other taxation and social security 18,369 15,603
Other creditors 26,134 26,093
265,425 235,189

7 Creditors: amounts falling due after more than one year

2019 2018

£

Other creditors 34,978 34,978

The preference shares comprise 35,000, 10.5% non-cumulative preference shares of £1 each less £22
calls in arrears. The preference shares carry no voting rights and rank in priority to the ordinary shares for
repayment in the event of the company being wound up. The holders of the preference shares have no

right to receive notice of or to be present or to vote at any General Meeting of the company.

On winding up, the preference shares confer the right to the return of the capital paid up or credited as
paid up plus arrears of dividend, before any return of capital is made on any other shares. The holders of

preference shares shall not then have the right to participate further in profits or assets.

8 Provisions for liabilities

2019 2018

£

Deferred tax liabilities 9 447,068 481,070
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9 Deferred taxation

Liabilities Liabilities

2019 2018
Balances: £ £
Revaluations 447,068 481,070
2019
Movements in the year: £
Liability at 1 April 2018 481,070
Credit to other comprehensive income (34,002)
Liability at 31 March 2019 447,068
10 Called up share capital
2019 2018
£ £
Ordinary share capital
Issued and fully paid
1,740,000 Ordinary of 5p each 87,000 87,000
Less: Discount of 50% on issue of 1,040,000 _ (26,000) (26,000)
61,000 61,000

11 Other reserves

Transfers are made from the profit and loss account to the Motor Ferry Replacement Reserve, to the extent
that reserves are available. In March 2019, the company obtained a professional estimate of the cost of
building a diesel hydraulic powered motor ferry to replace the company's existing vessel. The approximate
cost was £8,440,000. If full provision for renewal had been made, less what the company are able to
borrow for this purpose, the Motor Ferry Replacement Reserve at the balance sheet date would have

totalled £3,474,978.
12 Financial commitments, guarantees and contingent liabilities

The company, together with four other group companies, has entered into a composite guarantee in
respect of bank overdrafts of those companies. There is a right to set off incorporated within the cross
guarantee. The net overdraft indebtness of the group companies to the bank at the year end date was £Nil
(2018: £Nil). ;

The company, together with four other group companies, has also entered into a composite cross
guarantee in respect of bank loans totalling, at the balance sheet date, £8,000,000.
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13 Related party transactions

The company has taken advantage of the exemption in the Financial Reporting Standard applicable in the
UK and Republic of Ireland (“FRS 102") Section 1A to disclose transactions with group companies on the
grounds that it is a subsidiary that is wholly owned.

At the year end the company owed its parent company £14,671 (2018: £13,824).

14 Parent company

The company is a wholly owned subsidiary of Fairacres Group Limited, a company registered in England.
Details of the group and consclidated financial statements can be found at Companies House. That

company is controlled by its directors.
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THE BOURNEMOUTH-SWANAGE MOTOR ROAD & FERRY COMPANY

DETAILED TRADING AND PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 31 MARCH 2019

Turnover
Tolls

Cost of sales

Ferry harbour dues

Ferry consumable stores

Ferry wages and salaries
Building repairs and maintenance
Slipway repairs & maintenance
Road repairs & maintenance
Ferry repairs & maintenance
Ferry insurance

Depreciation on freehold property
Depreciation on motor ferry
Depreciation on other equipment

Gross profit

Other operating income
Sundry income

Administrative expenses

Operating (loss)/profit

Investment revenues

Other interest received

Interest payable and similar expenses

Interest on overdue taxation

Profit before taxation

2019
£ £
2508443
1,272
77,883
724,079
7 544
21,499
7,092
1,087,367
27.770
26,589
67,857
6,626
(2,055,578)
18.05% 452,865
82,264
(550,110)
(14,981)
20,397
20,397

0.22% 5416

2018
(3 £

3,130,862

1,272
74,888
710,613
11,742
7,622
4,839
112,230
35,201
34,164
135,714
7,342

(1,135,627)

63.73% 1,995,235

42 854
(554,846)

1,483,243

143
143
(18)

47.38% 1,483,368




THE BOURNEMOUTH-SWANAGE MOTOR ROAD & FERRY COMPANY

SCHEDULE OF ADMINISTRATIVE EXPENSES

FOR THE YEAR ENDED 31 MARCH 2019

Administrative expenses
Wages and salaries

Staff pension costs defined contribution

Management charge

Rates

Tickets

Light and heat

Insurance

Motor running expenses
Legal and professional fees
Audit fees

Bank charges

Printing, postage and stationery
Advertising
Telecommunications
Sundry expenses

2019
£

121,452
30,121
171,803
65,933
2,321
5,133
20,807
16,413
49,470
11,325
15,699
4,195
45
3,297
32,096

550,110

2018
£

114,783
25,712
158,701

144,825

5,580
6,079
11,836
5,912
17,269
11,000
14,457
5,762
45
4,266
28,619

554,846




W BCTQ

) Buress Gl Thres Ui

CF BRAMBLE BUSH BAY

Planned Maintenance & Replacement Costing Rev 0
BCP/J/10889/06

Issued: Nick Purchase - Operations Director
Date: 28" March 2019
Prepared: Tim Hope — Principal Consultant Naval Architect

Burness Corlett Three Quays (Southampton) Limited
Beresford House, Town Quay, Southampton, Hants, England, SO14 2AQ T: +44(0) 238 033 9449 F: +44(0) 238 033 9440 www.bctg.com

Marine Design, Naval Architecture & Engineering Services + Marine Expert Services - Marine Safaty Services - Marine Procurement « Marine Surveying Services

Registered Office: Oceanic House, 77 Parfiament Street, Ramsey, Isle of Man Registration No.: 20886 Place of Registration: Isie of Man

P.53

LONDON SOUTHAMPTON ISLE OF MAN DUBAI



Burness Corlett Three Quays: BCP/J/10889/06
CF BRAMBLE BUSH BAY
Planned Maintenance & Replacement Costing Rev 0

QUALITY STATEMENT

This document has been prepared in accordance with the Quality Assurance Procedures of
Burness Corlett Three Quays (Southampton) Ltd. in conformance with BS EN ISO 9001:2015.

Prepared Reviewed Approved
Name T. Hope R. Heslop/J. Berry S. Sartorio
Date 27-03-19 27-03-19 27-03-19
Revision Date By Description Checked | Approved
0 27-03-19 TJH Formal Issue to Client RKH/JMB SFS




W N -

Introduction
Background
Response to

Conclusions

Burness Corlett Three Quays: BCP/J/10889/06
CF BRAMBLE BUSH BAY
Planned Maintenance & Replacement Costing Rev 0

Table of Contents

SPeCific POINES ..covieieiiiceini it s i ssen e s e s rea e s s s 3



Burness Corlett Three Quays: BCP/J/10889/06
CF BRAMBLE BUSH BAY

Planned Maintenance & Replacement Costing Rev 0

Introduction

Burness Corlett & Partners Ltd (BCP), now Burness Corlett Three Quays (Southampton) Ltd
(BCTQ), have acted as maritime consultants to The Bournemouth & Swanage Motor Road &
Ferry Co. (BSMRFCo.) during the design and construction of the 74m chain ferry BRAMBLE
BUSH BAY’ and have previously been requested by the Owners to provide advice and
estimate costs to the following points:

1.

2,

9.

What is the likely current cost of replacing the CF ‘BRAMBLE BUSH BAY’ as is?
As 1. above, but with diesel electric rather than diesel hydraulic drive?
When and why is it considered that this may be necessary?

Advise on the likely variation in shipbuilding costs in relation to inflation in the short,
medium and long term for a craft of this type and size.

What is the likely current cost (both financially as well as in time) of replacing any
major items in the engine room, what are they, why may they need to be replaced
and when?

As 5. above, but with electric rather than hydraulic drive?

Advise on the likely variation in ship repair costs (in particular for items such as 5. or 6.
above) in relation to inflation in the short, medium and long term.

Provide key points of the advantages and disadvantages of both diesel hydraulic and
diesel electric drive systems, as could be installed in a chain ferry.

Does the new build cost include professional fees?

The purpose of this report is to provide updated recommendations and costing to the points

above.

All costs shown are net prices, exclusive of VAT.
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Background

Following the preparation by BCP (now Burness Corlett Three Quays) of the design and
specification for this craft, the shipbuilding contract was placed in January 1993, the
completed craft ‘BRAMBLE BUSH BAY’, entering service on the Sandbanks — Studland

service in late January 1994.
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3.3

Burness Corlett Three Quays: BCP/J/10889/06
CF BRAMBLE BUSH BAY
Planned Maintenance & Replacement Costing Rev 0

Response to Specific Points

The following response is made to the points listed in Section 1:

Replacement Cost

Based on recent known costs and an extrapolated method of costing for new build steel
vessels of similar size and functionality, to replace the existing craft, assuming an order is
placed during the first quarter of 2019 with a UK shipyard the estimated cost would be

Replacement Cost with Diesel Electric Drive

As existing craft but with electric drive — order is placed during the first quarter of 2019 with a
UK shipyard the estimated cost would be Circa............c.cooevieiiiiiiiinin £9.79m

Economic Life

The existing craft entered service in the first quarter of 1994, i.e. the craft is now 25 years old.
Whilst the working life of chain ferries has been longer historically than conventional ferries,
the ultimate economic life of a chain ferry will be affected by:

e The maintenance regime operated
e Obsolescence of equipment
e Carrying capacity of craft unable to meet traffic demand

e Changes to statutory requirements governing chain ferries

The existing craft is well maintained and has undergone scheduled maintenance including
annual ‘in service' refit and dry-docking every two years. In 2014 Lloyd’s Register permitted
the dry-docking cycle to be extended to every five years with the ‘in service’ refit continuing
in the interim years.

Based on the currently maintained condition of the hull structure compared to steel vessels
of similar age, the craft should be capable of a further 15 years’ service, providing protective
coatings are maintained/renewed as found necessary and taking into consideration the
extended time between dry-dockings.

The three diesel prime movers underwent a major overhaul in 2012 and subject to the future
availability of spares the engines should be serviceable for another 15 years and this would
also be subject to any future regulatory emission requirements.

At present the existing craft provides the largest platform in terms of length and breadth that
can be accommodated on the service.

Should vehicle demand increase to the point that the existing craft cannot carry the available
traffic and result in the adverse effect of diverting potential traffic away from the ferry, then

P.58
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consideration will have to be given to either increasing the capacity of the existing ferry, or
building new tonnage.

At the time of commissioning ‘BRAMBLE BUSH BAY’ was the largest chain ferry to enter
service (with others also under construction) and a number of features relating to stability,
lifesaving and navigational safety were built into the craft that formed the basis for the then
new MCA regulation for chain ferries later introduced in 2002, ‘Code of Practice for the
construction, machinery, equipment, stability and operation of Chain/wire ferries acting as a
Floating Bridge, carrying passengers and vehicles’, which was last revised in January 2018.

It was not until the 2018/19 refit that the MCA required the craft’s structural fire protection to
be upgraded to meet the relevant regulation in the code and for the stability to be reviewed
after 25 years’ in service.

Unless new environmental/pollution control regulations, for example, reduced emissions,
reduced noise, or further safety requirements are imposed on chain ferries within the next 10
to 15 years, then it is not envisaged that any major modifications will be necessary for
compliance with the current MCA code, subject to any future amendments arising.

On the basis of the above, it is considered that the existing craft could be expected to have
an economical service life of between 35 to 40 years and hence the replacement of the
existing craft should not be necessary until 2029 to 2034.

Variations in Shipbuilding Costs

Since the ‘BRAMBLE BUSH BAY’ was built in 1993/4, the number of shipbuilding yards in
the UK of the size and with the necessary experience to build this type of craft would likely to
be as follows:

e Fergusons
e Cammell Laird
+ Pendennis Shipyard

e Southampton Marine Services / Wight Shipyard — (sister companies)

These yards are identified as having the capability to undertake new commercial build
projects, it is likely that in order to obtain competitive prices, quotations from shipyards in
Europe would also need to be considered.

New Build prices in UK and Europe are affected by the following factors:

e Exchange rates
e Steel prices
e Energy costs

e Overhead and labour costs
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Factors which favour a reduction in prices for UK (and Europe) are fall in demand, current
exchange rates (for UK - pound falling against Euro) and reduction in steel prices. Offsetting
these factors are higher energy, overhead and labour costs.

Other factors to consider to optimise costs for building a replacement chain ferry, would be
contracting with a UK shipyard, responsible for the complete ferry, but subcontracting the hull
construction to a European Yard and outfitting back in the UK (as was the 2006 built
replacement King Harry Ferry) may be given.

This option has the advantage of obtaining a more competitive hull construction cost, whilst
maintaining quality, reputation, local facilities and associated advantages of a UK build.

However due to the specialized nature of a chain ferries, the following factors will also need
to be considered when selecting a shipyard:

e Chain ferries are not self-propelled, they require to be transported (usually towed)
from the shipyard to the point of operation (e.g. shipyard to Sandbanks).

e In order to fully test a new ferry’s operation, the propulsion chain drive, machinery
and hydraulics, it is necessary to connect them to their chains (e.g. at Sandbanks)

Thus it can be expected that for these aspects, the contract costs and delivery time for a
build by a North Eastern Europe shipyard will be higher when compared to UK yard.

Since a replacement new building is unlikely to be imminent, any effect Brexit might have
replacement costs would be highly speculative depending on what assumptions were made
but for such a specific vessel, the chance of a fall in replacement cost is unlikely.

Replacement Cost of Major Machinery ltems

As anticipated, in 2012 the craft started to undergo a planned maintenance programme as
part a ‘20 year life extension’ refit.

To date the main areas of renovation work so far have included:
e Engines - in 2012 the three Cummins engines were completely rebuilt at a cost of
£22.,444 per engine, total cost of £67,332.

e Hydraulic Motors — in 2016 one of two hydraulic motors was replaced at a cost of
£26,846

e Deck - the main deck has been stripped back and re-coated.

e Prows — the prows have undergone extensive work that included the re-bushing of
the hinges.

e Tanks - four tanks were re-coated in 2014 at a cost of £17,307 excluding services i.e.
venting, air quality testing and lighting.

e Structural Fire Protection - in 2018/19 additional fire insulation was fitted at the
request of the MCA at a cost of £55,000.
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To prolong the craft’s serviceable life it is recommended that a maintenance programme is
continued in accordance with Class and MCA requirements.

Whilst the hull of a chain ferry is relatively easy and economical to maintain in terms of
maintaining and renewing the anti-corrosion coatings, the chain drive machinery is subject to
a high degree of wear and tear particularly in respect of the chain wheel hydraulics.

To minimise the period out of service this work is mainly internal which is not necessarily
weather dependent and therefore can be completed during the interim ‘in service’ refits and
at the next scheduled dry-docking in 2022.

The estimated of cost for a ‘life extension refit during this period up to the next dry dock
would cover:

¢ Renewal of the hull void space (internal) coatings.

¢ Chain drive machinery.

Completed in accordance with a Lloyds Register ‘Hull Renovation Scheme (HRS) which
aims to help enhance the condition of the hull condition to approximately that of a typical
vessel at first special survey (5 years of age)

Estimated costs to prepare and recoat the hull (internal) void spaces.................... £315,000

For the Diesel prime movers, now that the craft has two units driving the hydraulic units and
one ‘spare’ engine, it should be feasible to rotate the three engines to carry out routine
maintenance.

Should the engines require to be overhauled then the costs per engine at today's prices
would be in the order of £27,000, giving a total cost of £81,000.

Depending on the overall condition of the Diesel engines and the total hours run, considered
in relation to the projected total life extension required for the craft, it may be economically
beneficial to fit replacement engines.

It is envisaged that providing no major reworking of engine seatings or exhaust runs are
necessary, costs would not be very different to the heavy overhaul option.

A replacement for the other hydraulic drive motors would become necessary at some time
and the cost to do so at today’s prices would be in the order of £30,000.

Replacement Cost of Diesel Electric (if fitted at build)

Had the craft been fitted with a Diesel electric installation at build, it is envisaged that
machinery work at the time of the ‘life extension’ refit would comprise the
overhaul/replacement of the Diesel prime movers at cost circa £81,000.
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Ship Repair Costs

The UK ship repair industry has been considerably down sized and finding competent
companies with the necessary facilities for this size of craft is becoming difficult.

The general reduction in the number of competing repairers has resulted in those remaining,
increasing their prices slightly above the rate of inflation.

Docking with other vessels in a large dock is one way of containing these costs, but this is
not guaranteed and may result in extended docking periods.

Currently A & P Falmouth offer the only suitable dry-docking facility that serves the purpose
for refits on BRAMBLE BUSH BAY and many other ferry operators on the UK south coast.

In the long term, it is necessary to allow escalation averaging at least at the rate of inflation.

To the current normal dry-docking refit cost of £30,000 to £40,000, plus daily rent of £350,
which must be added the costs of removing the craft from the chains and towage to and from
the ship repair yard, classification survey fees, docking and mooring charges, professional
fees, additional repairs and emerging work, which could easily double the cost of a refit.

In terms of the craft’s future repair and maintenance being undertaken in the UK, then Brexit
should not have much impact on these costs unless there are critical spares coming from
Europe. Any increase in cost due to a fall in sterling/euro rate falls further might only be short

lived and should recover.

As a relatively uncomplicated craft it would be beneficial for the interim refit work to continue
to utilise in-house staff, local contractors and manufacturer service engineers who provide a
competitive service.

Advantages/Disadvantages of Diesel Hydraulic & Diesel Electric

Diesel Hydraulic Diesel Electric

For For
o Lower first cost e Total flexibility of operation
¢ Lower installation weight ¢ Higher reliability

e Lower maintenance costs
e Equipment longevity
o Low noise

Against Against
o Limited flexibility of operation o Higher first cost
¢ Reduced reliability e Higher installation weight

o Higher maintenance costs
* Risk of contamination
* Risk of higher installation noise
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3.9 Professional Fees Cost
Professional fees for a new build, covering the following:

Pre Contact:

o Invitation to Tender

¢ Instructions to Tenderers

e Specification

e General Arrangement Drawing

e Machinery Arrangement Drawing

e Technical Schedule

o Assessment of Shipbuilders' Tenders

e Pre-Contract Technical & Commercial Discussions

Post Contract:

e Project Management

e Attendance at Project /Progress Meetings
e Plan Approval

e Supervision of Construction

e Attendance at commissioning and trials

It is has been assumed that the Post-Contract Services would be provided on a periodic
basis (similar to that for the Bramble Bush Bay).

The professional fees will be dependent on location of shipyard, duration of build, but is
estimated the likely costin 2019 would be circa..........ccoooiiiiiiiiin £273,000

Classification and MCA costs already included in build costs.
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Conclusions

The chain ferry ‘BRAMBLE BUSH BAY’ is currently being maintained to the necessary
standard to ensure both safe and reliable operation, thereby maintaining the scheduled
service across the entrance to Poole Harbour.

If this standard of service reliability is to be retained in the future, it will be necessary to
continue to maintain and refit the craft to the existing standard and where items of
equipment become life expired for these to be replaced.

In the near future the likelihood is that some additional consideration will be required as to
how any new safety or environmental regulations could be imposed on marine vessels,
including chain ferries, and how this could impact the operation of the existing craft, future
refit work or eventually the design for a new replacement craft.

Therefore until any future regulations are known it is currently not possible to quantify how
these could affect the planned costings within this report.
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Chelmsford

Private and Confidential

The Directors

Bournmouth-Swanage Motor Road and Ferry Company Inc
Fairacres

Stock Lane

Ingatestone

Essex. CM4 9QL

Date: 23 Aprii 2019

Dear Sirs

[ write further to our recent discussions regarding your funding proposals utilising the assets and
shareholding in the Bournemouth-Swanage Motor Road and Ferry Company inc (BSMRF) as security.

The BSMRF is a company established and governed by the terms of a series of private Acts of Parliament.
In order to fully understand the provisions of these Acts, legal opinion has been sought to establish a clearer
_understanding of the powers BSMRF have in terms of borrowing and/or granting security over its assets.

Without going over every salient point covered within the legal opinion, although BSMRF does have powers
to borrow for its own purposes, either directly or indirectly, the opinion provided confirmed that there are a
number of provisions within the various Acts placing restrictions and limitations on what BSMRF can do
which could make it difficult for the bank to provide facilities and/or utilise its own assets as security for these

facilities.

It is recognised that BSMRF does have substantial assets in its balance sheet all of which forms the
operation of the Bournemouth-Swanage Chain Ferry. At this stage I've not obtained legal opinion, but on the
information I do have to hand, | understand BSMRF retains either the freehold title to the properties or has a
perpetual interest or power over the properties vested in it by statute. In terms of the bank utilising these
assets to support borrowings, because of the type/class etc this again may not be a viable option.

You have also asked the bank to consider taking a legal or an equitable mortgage over the shares in BSMRF
owned by Fairacres Group Limited as direct security. My initial thought here is if the bank needed to enforce
its security i.e. sell the shares, it is unclear what the demand will be for such shares on the open market.
Taking into account the restrictions and limitations placed on the company by the series of private Acts of
Parliament this could make them less attractive.

It is therefore with regret that we are unable to proffer the funding facilities requested at this time and |
sincerely hope this doesn't affect our relationship with your Group moving forwards.

Tel: 01245 347777
Fax: 01245 346359
handelsbanken.co.uk/chelmsford
SWIFT HANDGB22

Handelsbanken plc
Greenwood House
91-99 New London Road
Chelmsford CM2 OPP

Handelsbanken is the trading name of Handeisbanken plc, which is incorporated in England and Wales with company number 11305395, Registered office:
3 Thomas More Square, London, E1W 1WY, UK. Handelsbarken plc is authorised by the Prudential Regulation Authority and regulated by the Financial
Conduct Authority and the Prudential Regulation Authority. Financial Services Register number 806852, Handelsbanken plc is a wholly-owned subsidiary of
Svenska Handelsbanken AB (publ).
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Yours faithfui‘l\yjr;/

g

Tim Paddon
Branch Manager

Handelsbanken pic Tel: 01245 347777
Greenwood House Fax: 01245 346359
91-99 New London Road handelsbanken.co.uk/chetmsford
Chelmsford CM2 0PP SWIFT HANDGB22

Handelsbankan is the trading name of Handelsbanken pic, which is incorporated in England and Wales with company number 11305385. Registered office:
3 Thomas More Square, London, E1W 1WY, UK. Handeisbanken plc is authorised by the Prudential Regulation Authority and reguiated by the Financial
Conduct Autharity and the Prudential Regulation Authority. Financial Services Register number 806852 Handelsbanken plc s a wholly-owned subsidiary of
Svenska Handelsbanken AB (publ).
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acretary: T, AL Micol

Monday, 24" February 2020.
The Secretary Of State
Department For Transport
Great Minster House
33 Horseferry Road

L.ondon
SWI1P 4DR

Dear Secretary Of State,

Re: Qur Subsidiarv
THE BOURNEMOUTH-SWANAGE MOTOR ROAD AND FERRY COMPANY Inc.
Application to Revise Tolls

We Fairacres Group Limited (FGL) hereby undertake:

(i) we will procure The Bournemouth-Swanage MR & Ferry Co Inc. (the Company) will
acquire and bring into operation a suitable, newly built replacement vessel for the current
ferry. “Bramble Bush Bay™ (the Ferry) ’oy the time it reaches the end of its useful life (which
is currently expected fo be January 2034): and

(11} we will maintain net assets (as shown in FGL’s accounts) of not less than £15m until the
replacement vessel is in operation.

This undertaking will not apply if:

a) FGL and/or the Company are prevented by force majeure for so long as any such force
majeure shall continue;

b) any key regulatory change or force majeure occurs that, in either case, is reasonably likely
to materially and adversely affect the future profitability of the Ferry operation or materially
increases the capital cost of providing a replacement ferry beyond the cost that is currently
anticipated to be the same at the date of this undertaking; or

¢) the Company ceases to be a subsidiary of FGL or if the Ferry operation ceases to be owned
by the Company by way of involuntary sale or involuntary transfer of any kind to a third
party: or

d) the Company ceases to be a subsidiary of FGL or if the Ferry operation ceases to be owned
by the Company by way of voluntary sale or voluntary transfer of any kind to a third party
provided that such third party who acquires a beneficial interest in the Company or who
acquires the Ferry operation from the Company after the date of this [etter gives an
undertaking to you in the same terms as this letter (with necessary alterations that do not
alfect the substance) on or before acquiring that interest.
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For this purpose:

“force majeure” means any natural or man-made disaster that materially affects the Ferry

operation or flow of toll traffic to the ferry including hurricanes, floods, rising sea levels,
earthquakes, severe weather disturbance, explosions, radioactive contamination, energy
blackouts, road blockage, war, hostilities, terrorism, strike, civil disorder, fire or any other
similar unforeseen cause beyond FGL’s or the Company’s control

“key regulatory change” means any change to the laws and regulations governing th
operations of the Ferry (including those effecting the cost of any replacement) or the i111a1'1cia}
return from those operations including tolling rights, route exclusivity, health & satety
-egulations, taxes (other than taxes of general application), expropriation or compulsory
acquisifim of any assets or land necessary for the Ferry’s 0}3“1&!10113 or any other law or

-egulation or action authorised under any law or regulation that prevents or restricts the
L.,ompdn v operating on substantially the same terms as it presently pn,rates

‘third party™ means a party who owns or controls directly or through any entity any
beneticial interest in the Company who is not an existing or future director or shareholder of
FGL and is not related to or in concert with any such director or shareholder

This undertaking will immediately cease on the earlier of the date:-

{i) the application made by the Company in 2020 to you for an increase of certain
tolls is refused; or

(ii)  the date a new replacement for the existing ferry ‘Bramble Bush Bay’ is brought
into operation.

Yours faithfully

f

Michael P. R. Kean,
Managing Director.




PRESS RELEASE
09 March 2020

Sandbanks Ferry Company announces toll increase application

e Proposed year on year enhancement of bulk purchase discount levels

e Proposed single trip toll increases less than half the rate of inflation since the last
review

e Future single trip toll increases capped annually at the rate of inflation

The Sandbanks Ferry Company has made an application to the Secretary of State for Transport to
increase the Maximum Tolls Chargeable amounts, which were last approved under a Toll Revision

Order in February 2015.

The proposed cash tolls, or single trip ticket prices, are between a 5% to 5.56% increase on the last
approved Maximum Tolls Chargeable amounts. This represents an increase of less than half the rate

of inflation since that point in time.

The application also proposes freezing the discount level of bulk purchase tickets at the current level
until at least 2021. Bulk purchase tickets, which are available to buy in multiples between 10 and 50,
are proposed to remain unchanged until they reach 26%-30% less than single trip tickets. Bulk
purchases, which are now managed via online purchasing, are primarily used by local residents and

commuters and are currently discounted between only 10-24% of cash toll prices.

Toll increases are an important part of the Ferry Company’s prudent financial management and in
securing the future safe and reliable running of the current vessel, the Bramble Bush Bay. Alongside
increases in efficiency, cost savings and the commitment from the Directors not to pay dividends to
the owners until a ferry replacement fund is topped up annually, sound financial planning also ensures
that a replacement ferry can be purchased when it is judged necessary by the Company’s Naval

Architects.

Mike Kean, Managing Director of the Sandbanks Ferry Company, said: “We have held detailed
discussions over the past 12 months with local residents, councillors and MPs and have incorporated
their feedback into the application proposals. These include increasing the discounts applied to bulk
purchase of tickets and pledging not to pay dividends until the Ferry Replacement Fund is at the

required level in any given year. We are incredibly grateful for their time and input.”



Mike Kean added: “Toll increases are a necessary part of the mix in ensuring that our vital service to
local businesses, residents and tourists is maintained long into the future, and we look forward to the

application progressing over the coming months.”

The Sandbanks Ferry Company has recently established a Community Lliaison Group with
representatives from the Studland, Swanage, Purbeck and Sandbanks communities and Councils. The
Community Liaison Group will be a forum for the Ferry Company to inform them about the ferry’s
ongoing performance and the Company’s future plans. Group members will be able to provide their
feedback on these issues going forward. The Group held its first meeting on 10" January 2020 and a

second meeting on 31 January 2020.

The Department for Transport and the Ferry Company will publish further details of the application

consultation in due course.

ENDS

Notes to editors

Further details of the application can be found on the Ferry Company website:
hitp://www.sandbanksferry.co.uk/

About the Ferry Company:

The Bournemouth-Swanage Motor Road and Ferry Company, known as the Sandbanks Ferry
Company, was established in 1923 to run a chain ferry service between Sandbanks in Poole and Shell
Bay in Studland, near Swanage. The Sandbanks Ferry Company has been in the same family
ownership since 1983 and is headed up by managing director, Mike Kean.

The present ferry, ‘Bramble Bush Bay’ came into service in January 1994 and is the fourth ferry to
operate this service. ‘Bramble Bush Bay’ is 242 feet in length and has a nominal capacity of 48 cars.

For media enaquiries, contact:

Liz Lean PR

01202 701828

Belinda Rastall: Belinda.Rastali@lizleanpr.co.uk
Emma Coakley: Emma.Coakley@lizleanpr.co.uk




THE BOURNEMOUTH-SWANAGE MOTOR ROAD AND FERRY ACTS 1923 & 1986 AND TRANSPORT
CHARGES &ec. (MISCELLANEOUS PROVISIONS) ACT 1954

NOTICE IS HEREBY GIVEN that The Bournemouth-Swanage Motor Road and Ferry Company has applied
to the Secretary of State for Transport for an Order to revise the charges for the use of the ferry between
Sandbanks and South Haven Point. The current and proposed toll charges are set out in the Schedules below:

CURRENT SCHEDULE Current Toll
L. (a) Pedestrian (One-way toll from Sandbanks) £1.00
(b) Pedestrian (One-way toll from Shell Bay) Op
2. Pedal or Motor Cycle with no more than three wheels. £1.00
3. (a) Passenger vehicle constructed or adapted to carry not more than 16 persons £4.50
exclusive of driver with an operating weight not exceeding 3,500 kilograms.
() Goods vehicle with an operating weight not exceeding 3,500 kilograms. £4.50
4. Passenger vehicle constructed or adapted to carry more than 16 persons £9.00
exclusive of driver with an operating weight not exceeding 20,000 kilograms.
5. Goods vehicle, or any other vehicle not specified above, with an operating £9.00
weight exceeding 3,500 kilograms but not exceeding 20,000 kilograms.
PROPOSED SCHEDULE Proposed Toll
L. (a) Pedestrian (One-way toll from Sandbanks) £1.50
(b) Pedestrian (One-way toll from Shell Bay) Op
2. Pedal or Motor Cycle with no more than three wheels. £1.50
3. (a) Passenger vehicle constructed or adapted to carry not more than 16 persons £6.75
exclusive of driver with an operating weight not exceeding 3,500 kilograms.
(b)  Goods vehicle with an operating weight not exceeding 3,500 kilograms. £6.75
4. Passenger vehicle constructed or adapted to carry more than 16 persons £13.50
exclusive of driver with an operating weight not exceeding 20,000 kilograms.
S Goods vehicle, or any other vehicle not specified above, with an operating £13.50
weight exceeding 3,500 kilograms but not exceeding 20,000 kilograms.

Vehicles not specified above, with an operating weight not exceeding 3,500 kilograms, will be charged at the
rate applicable for that of the nearest similar vehicle. Where a vehicle is drawing one or more trailers, in
addition to the toll chargeable for the use by that vehicle of the ferry, there shall be payable for each trailer
an additional toll equal to the toll for the drawing vehicle.

Any person having a substantial interest may, not later than............................... 2020 object to the
application by giving notice via email to nationalcasework@dft.gov.uk, or in writing to the Secretary of
State, Department for Transport, Tyneside House, Skinnerburn Road, Newcastle Business Park, Newcastle
upon Tyne, NE4 7AR, marked for the attention of Sandra Zamenzadeh (Casework Manager, National
Transport Casework Team) accompanied by the grounds of their objection, and by sending a copy to the
Company to email@sandbanksferry.co.uk or to the Ferry Office, Shell Bay, Studland, Swanage, Dorset,
BH19 3BA. Please note that the terms of any objection may be communicated to other persons.

Full details of the Application, phased implementation of the increases & extended discounts on the new
Sandbanks Ferry Ticket Card Passes (previously known as pre-paid books of tickets) are available from the
Company at the Ferry Office as detailed above and on www.sandbanksferry.co.uk

Dated................... T. A. Nicol, Secretary, The Bournemouth-Swanage Motor Road & Ferry Company Inc.
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The Bournemouth-Swanage Motor Road and Ferry Company — Proposed Future Toll Plans

February 2020

This briefing note outlines the recent past and proposed future tolls to be operated on the Sandbanks
Chain Ferry (the Ferry Company) following the first Chain Ferry Community Liaison Group held on 10t
January 2020.

Please see attached the accompanying spreadsheets which contain details of the amended proposals.
Headline proposals

Proposed cash tolls represent a 5-5.56% increase on the last Maximum Tolls Chargeable amounts

approved in February 2015,

¢ The cost of book tickets will be frozen at the current level, rather than increased, and the discount
levels will be increased until they reach 26% and 30% less than cash tolls.

e The Ferry Company owners have committed voluntarily to ensuring the Ferry Company is loaned
the required funds when required and to acquire and bring into operation a suitable, newly built
replacement vessel for the current ferry, Bramble Bush Bay, by the time it reaches the end of its
useful life.

e The Directors of the Ferry Company also undertake that no dividends will be paid until the

required level of the Ferry Replacement Reserve (less borrowings) in any given year is attained.

Overview

The Sandbanks Chain Ferry is an iconic and essential part of Purbeck and Poole life. Thousands of
tourists enjoy the journey as part of their holiday to the area, and on an everyday basis, residents from
both sides rely on the ferry for commuting to work. Businesses in Studland and Swanage also rely on
the ferry in part for their trade, particularly in the summer months. As such, its reliability now and in
the future is crucial.

This reliability is maintained through rigorous inspections, repairs, re-fits and testing — all of which are
required for safety and regulatory compliance. The sound financial management of the Ferry Company
is a vital cog in this machine. Without forward financial planning, safety and reliability cannot be
maintained and a replacement ferry cannot be purchased at the appropriate time. The crucial part
that the ferry plays in daily life for residents and businesses may therefore be jeopardised.

This note sets out the proposed toll increase plans for 2020 going forward. Toll increases play a vital
but not unique role in this forward financial planning. They sit alongside careful financial management,

increases in efficiency and cost savings as one part of the wider plan to secure the future of the ferry.

Proposed 2020 onwards toll increase application: cash tolls

The Ferry Company will shortly be applying to the Secretary of State for an increase in cash tolls with
effect from 1% April 2020, although it is unlikely any approval will now be until much later in the year.
These proposed cash toll increases, as can be seen from the attached, represent just 5% to 5.56%
increases on the last approved Maximum Tolls Chargeable (MTC’s) amounts approved under the last
Toll Revision Order made in February 2015. This represents less than half the rate of inflation since
that point in time and a significantly smaller increase than experienced by users of, for example, the
UK’s Rail Network or Transport for London.



The proposed cash tolls from 1% April 2021 align with a predicted Retail Price Index of 3% per year.
However, to calculate charges from 1° April every year (using the initial increased tolls in April 2020
as a starting point) tolls will be determined according to the preceding January’s annual RPI figure. We
would never expect our team to be required to collect £1.12 or £5.36 for example, so cash tolls will
be rounded down to the nearest 5p.

It should be noted that motorbike, bicycle and pedestrian tolls have not been increased since
November 2009.

Proposed 2020 onwards toll increase: book tickets

From 1% April 2020 the Ferry Company has the ability to set the level of discount on book tickets under
the current MTC Order.

Books of 10 or 50 tickets for motor cars (which form most the company’s traffic) currently represent
a 20% and just over a 24% discount on cash tolls respectively. Under the future proposals, the Ferry
Company will freeze the current charges and apply levels of discounts from the MTC for book tickets
until they reach 26% & 30% respectively, which, in these calculations, is shown from 1% April 2021. At
this point, we have committed to ensuring that book ticket prices remain at those levels of discount.
Bulk purchase costs for bikes, motorbikes & pedestrians are shown not to rise (in the same way) until
at least 2025, in an effort to promote ‘greener’ transport usage. These pricing strategies will eradicate
the inconsistent toll increases experienced by regular passengers in the past.

Ferry Replacement Reserve {(FRR)

As part of the vital financial planning function, the Ferry Company’s accountants have prepared
amended financial forecasts based on the proposed toll increases outlined above, supplied herewith.
These forecasts take account of the latest cost and timing projections for when the current vessel
reaches the end of its viable economic life (which is currently expected to be January 2034} when a
replacement vessel will be required.

These forecasts indicate that this will result in the Ferry Replacement Reserve (FRR}) being sufficient
by the time a new vessel is required, if the proposed Toll Application is approved, and during the
intervening years pay the owners a sum representing a return of less than 4.3% a year on average.

We have investigated the Ferry Company’s ability to borrow funds for the purchase of the replacement
ferry. Our bank have confirmed (as previous banks have done over the decades) that they are currently
unwilling to lend to nor against the Ferry Company for the purchase of a replacement vessel, even
with a Parent Company Guarantee, due to the nature of the Company’s incorporation in that it is a
‘Statutory Undertaking’. This means that recourse in the event of company default would be complex,
and they have deemed that there is no ready market for the sale of the Ferry Company’s assets
individually.

However, the Ferry Company is permitted under statute to borrow a maximum of £5 million towards
a replacement ferry. To make up the shortfall with the FRR, the Ferry Company owners have
committed voluntarily to ensuring the Ferry Company is loaned the required funds when required and
undertake that the Company will acquire and bring into operation a suitable, newly built replacement
vessel for the current ferry, Bramble Bush Bay, by the time it reaches the end of its useful life unless
prevented by force majeure or any other cause beyond their control.



The Directors of the Ferry Company also undertake that no dividends will be paid until the required
level of the FRR (less borrowings) in any given year is attained. This is to ensure that the FRR has
reached the required level in line with the replacement ferry timescale. It is also now the Company’s
policy that the FRR is ring-fenced and will not be used for any other purpose. These undertakings have
been committed to publicly and can be held to account publicly too.

The Company’s Directors have researched comparable reasonable returns with other chain ferry
operators, but public information on this is limited, so have used statistics available at Companies
House for firms in similar lines of business. The Directors have expressed a desire to preserve at least
a 7% return on investment on average, which is lower than these comparable businesses, whilst also
acknowledging the need to balance any return with adequate funds to purchase a ferry replacement
when it is required.

In the process of developing these new policies, the Ferry Company has obtained a revised cost and
timing estimate report from Naval Architects BCTQ. The costs for a replacement ‘Diesel Electric’ ferry
have significantly increased from the previous June 2008 figure of £6.2 million to £10.063 million. As
such, as of 2020, it is likely that the Ferry Company will have to plan for a ‘Diesel Hydraulic’
replacement ferry (similar to the existing) which is estimated at a cost of £8.713 million (excluding
delivery & assuming UK manufacture).

This BCTQ report also confirmed that a replacement ferry is now estimated to be required by 2034,
This is dependent on the maintenance regime for the current ferry that is adopted and assumes no
changes in safety nor environmental regulations. With the design, procurement and manufacturing
time involved it will be prudently necessary for the Company to be in a financial position to replace
the vessel no later than 31* March 2032 which is the date the Ferry Company is working towards.

Conclusion

The Ferry Company has undertaken and will continue extensive engagement with stakeholders in the
future in an effort to listen to and respond to any concerns that stakeholders, residents and businesses
may have over the proposed toll increase application, and it’s place in the wider ecosystem of sound
financial planning for a safe and reliable service and, in the required time, a replacement ferry.

We hope that this briefing has provided a useful overview of the rationale for the proposed toll
increase application in 2020, and will provide sufficient information prior to the application being
made.



