ISSN 0228-5231

CONSOLIDATED FINANCIAL STATEMENTS
Fiscal Year Ended December 31, 2006

Published in accordance with the
Financial Information Act, Chapter 140,
Revised Statutes of British Columbia, 1996




British Columbia Cataloguing in Publication Data

British Columbia Railway.
Consolidated Financial Statements. — 1972 —

Annual.

Continues: Pacific Great Eastern Railway. Financial
statements.

“Published in accordance with the Public Bodies

Financial Information Act, Chapter 140, Revised Statutes
of British Columbia, 1996.”

ISSN 0228-5231 = Financial Statements — British Columbia
Railway.

1. British Columbia Railway — Appropriations and
expenditures.

HE2810.B7B75 354-711'0087°'50681




Consolidated Financial Statements
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KPMG LLP Telephone  604-691-3000
Chartered Accountants 604-691-3031
PO Box 10426 777 Dunsmuir Street www.kpmg.ca
Vancouver BC V7Y 1K3

Canada

AUDITORS' REPORT

To the Lieutenant Governor in Council
Province of British Columbia

We have audited the consolidated balance sheet of British Columbia Railway Company as at
December 31, 2006 and the consolidated statement of income and deficit and cash flows for the
year then ended. These consolidated financial statements are the responsibility of the

Company's management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audit in accordance with Canadian generally accepted auditing standards.
Those standards require that we plan and perform an audit to obtain reasonable assurance
whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant

estimates made by management, as well as evaluating the overall financial statement
presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the
financial position of the Company as at December 31, 2006 and the results of its operations and
its cash flows for the year then ended in accordance with Canadian generally accepted
accounting principles.

lePm(- ol
Chartered Accountants

Vancouver, Canada
February 16, 2007

/o

110 YEARS



BRITISH COLUMBIA RAILWAY COMPANY
CONSOLIDATED BALANCE SHEET
(in thousands of dollars)

December 31 2006 2005
Testated
Note 2
ASSETS
Current
Cash and cash equivalents $ 225,486 $ 137,067
Accounts receivable 4,131 3,782
Materials and other items 635 626
Discontinued operations - Note 2(a) 8,434 6,005
238,686 147,480
Assets available for sale 11,282 36,976
Property and equipment - Note 4 309,314 308,436
Other assets - Note 5 35,696 37,022
Discontinued operations - Note 2(a) 5,959 1,520
$ 600,937 $ 531,434

LIABILITIES AND SHAREHOLDER'S EQUITY

Current

Accounts payable and accrued liabilities $ 6,170 $ 7,167
Current portion of other liabilities - Note 6 11,338 12,901
Discontinued operations - Note 2(a) 5,957 5,627
23,465 25,695
Deferred lease revenue 281,625 281,910
Other liabilities - Note 6 133,772 129,927
438,862 437,532

Shareholder's equity
Share capital - Note 7 257,688 257,688
Contributed surplus 277,547 277,547
Deficit (373,160) (441,333)
162,075 93,902
$ 600,937 $ 531,434

Commitments - Note 8
Contingent liabilities - Note 9

See accompanying notes to the consolidated financial statements.

On behalf of the Board

O3t \ e .

Director Director



BRITISH COLUMBIA RAILWAY COMPANY
CONSOLIDATED STATEMENT OF INCOME AND DEFICIT

(in thousands of dollars)

r

r

For the years ended December 31 2006 2005
restated
Note 2
Revenues $ 17,554 $ 24,387
Expenses
Labour costs 4,038 4,197
Operations and maintenance 3,768 4,693
General and administration 3,321 5,386
Amortization 8,046 10,715
Environmental costs 11,300 1,845
Operating and other taxes 1,647 2,419
Asset impairment write-down - 4,263
32,120 33,518
Operating loss (14,566) (9,131)
Other income (expenses)
Gain on property sales 63,667 9,885
CN Transaction - Note 3 - (5,602)
Net interest income - Note 10 6,396 1,186
Income (loss) from continuing operations 55,497 (3,662)
Income (loss) from discontinued operations - Note 2(a) 12,676 (9,749)
Net income (loss) 68,173 (13,411)
Deficit, beginning of year, as previously reported (467,510) (432,085)
Adjustment to amortization expense - Note 2(b) 4,996 4,163
Adjustment to asset impairment write-down - Note 2(b) 21,181 -
Deficit, beginning of year, restated (441,333) (427,922)
Deficit, end of year $ (373,160) $  (441,333)




BRITISH COLUMBIA RAILWAY COMPANY

CONSOLIDATED STATEMENT OF CASH FLOWS

(in thousands of dollars)

For the years ended December 31 2006 2005
Testaed
Note 2
Operating activities
Income from continuing operations $ 55,497 $ (3,662)
Adjustment for items not involving cash
Gain on property sales (63,667) (9,885)
Loss on land donation - 21
CN Transaction - Note 3 - 5,602
Amortization of property and equipment 8,046 10,715
Amortization of other assets and liabilities (765) (1,249)
Pension and post employment benefit income and contributions - Note 11 1,054 2,850
Accretion of asset retirement obligation 2,259 2,527
Asset impairment write-down - 4,263
Change in environmental liability accrual 10,658 4,357
Net change in non-cash working capital - Note 12(a) (1,416) (10,333)
Cash provided by operating activities 11,666 5,206
Investing activities
Purchase of property and equipment (14,493) (11,502)
Net proceeds on sale of property and equipment 84,518 17,597
Insurance deposits received from reinsurer - 26,263
Proceeds from lease modification - Note 6(a) - 10,800
Changes in other assets 517 837
Cash provided by investing activities 70,542 43,995
Increase in cash and cash equivalents from continuing operations 82,208 49,201
Cash provided by discontinued operations 6,211 2,788
Cash and cash equivalents, beginning of year 137,067 85,078
Cash and cash equivalents, end of year $ 225,486 $ 137,067

See accompanying notes to the consolidated financial statements.



BRITISH COLUMBIA RAILWAY COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006
(tabular amounts in thousands of dollars)

British Columbia Railway Company (“BCRC”) is owned by the Province of British Columbia (the “Province”)
and is incorporated under the British Columbia Railway Act. BCRC is principally a holding company with its
commercial and business activities conducted through several operating subsidiaries, spanning the
business areas of real estate, railway management and marine terminal operations.

The Company owns the former BC Rail right-of-way and railway track infrastructure and leases those
assets to Canadian National Railway Company (“CN”) for the purposes of operating a freight railway.
Consistent with the government's Ports Strategy and Pacific Gateway Strategy, BCRC has retained
ownership of the Port Subdivision operation, which provides open, neutral rail access to the port terminals
at Roberts Bank and, through its subsidiary BCR Properties Ltd., has retained ownership of certain port-
related lands.

The Province has determined that the remaining assets and entities owned by the Company are not
required to be publicly owned, and that BCRC is to wind down or dispose of these in a timely manner which
maximizes a commercial return to the Province.

1. SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements are expressed in Canadian dollars and have been prepared in
accordance with Canadian generally accepted accounting principles (“GAAP").

Basis of consolidation

These consolidated financial statements include the accounts of BCRC and all of its subsidiaries. In
these notes, "Company" refers to BCRC, its subsidiaries and partnerships. All significant intercompany
transactions have been eliminated.

Use of estimates

The preparation of financial statements requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements, and the reported amounts of revenues and expenses during the
reporting period. Significant areas requiring the use of management estimates and third party
valuations relate to the determination of net recoverable value of assets, useful lives for amortization
and provisions for post employment benefits, contingencies, restructuring and environmental matters.
Actual amounts may ultimately differ from these estimates.

Cash and cash equivalents
Cash and cash equivalents include cash and those short-term money market instruments with initial
terms to maturity of three months or less.

Inventories
Inventories of material and supplies are valued at the lower of average cost and net realizable value.

Property and equipment

Property and equipment are recorded at cost less accumulated depreciation. Acquisitions and
installations are recorded at cost while repairs are charged to operations. Betterments are capitalized.
On major projects interest costs are capitalized as a cost of the project.

Property and equipment are amortized on a straight-line basis over the estimated useful lives of the
assets. Management annually assesses the value of its property and equipment. When indicators of



BRITISH COLUMBIA RAILWAY COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006
(tabular amounts in thousands of dollars)

SIGNIFICANT ACCOUNTING POLICIES (cont’d)

impairment exist, management performs a fair value assessment and reduces the asset’s carrying
value to its estimated fair value.

The original cost of assets less estimated salvage value is amortized over the following number of
years:

Number of Years

Buildings 30-40
Railway assets:
Grade 100
Rail, ties and ballast 25-35
Equipment 3-20

Equipment and leasehold improvements under capital lease are amortized over their lease term.

Discontinued operations

The Company’s mandate during 2005 was to discontinue substantially all operations and therefore the
Company did not adopt discontinued operations disclosures. During fiscal 2006 the mandate was
modified and the Company now plans to continue owning and managing certain port related lands.
Discontinued operations disclosures are now considered meaningful. As described in Note 2, the
Vancouver Wharves operations are in the process of being disposed and therefore have been
separately reported as discontinued operations on the balance sheet and statement of operations.
The 2005 amounts have been reclassified on a comparative basis.

Assets available for sale
The Company is preparing non port-related real estate assets for sale and once ready, the assets are
reclassified as held for sale.

Deferred lease revenue

A portion of the Company’s long-term lease of its railway right-of-way land and railbed assets including
grade and ballast has been accounted for as an operating lease. The operating lease payments have
been prepaid, therefore the amount has been included in deferred revenue and is being amortized to
income over 990 years.

Revenue recognition

Rail freight revenues and associated movement costs are recognized as the service is performed.
Terminal revenues are recognized when services have been substantially completed. Rental income is
recognized as earned. All revenues are recognized when the collectibility is reasonably assured.

Post employment benefits
The Company accrues its obligations under employee benefit plans and the related costs as benefits
are earned, net of returns on plan assets. The Company’s policies are as follows:

i) The cost of retirement benefits earned by employees is actuarially determined using the projected
benefit method prorated on service and management’s best estimate of expected plan investment
performance, salary escalation, retirement ages of employees and expected health care costs.

i) The expected interest cost on any prior service obligation is calculated using management's
estimate for the long-term rate of return.

iii) The expected return on plan assets is calculated at a market-related value for the assets.



BRITISH COLUMBIA RAILWAY COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006
(tabular amounts in thousands of dollars)

SIGNIFICANT ACCOUNTING POLICIES (cont’d)

iv) Past service costs from plan amendments are amortized on a straight-line basis over the expected
average remaining service period of active employees. Experience gains and losses and any
changes in assumptions in excess of 10% of the greater of the accrued benefit obligation and the
market value of plan assets are amortized over the expected average remaining service period of
active employees. The amortization of past service costs, experience gains and losses and any
changes in assumptions are included in the pension expense for the year.

v) Unamortized costs on benefit plans are amortized over the remaining life expectancy of plan
members when all the members are inactive.

Income taxes
The Company is exempt from Canadian federal and British Columbia provincial income and capital
taxes.

Environmental expenditures and liabilities

Environmental expenditures that relate to current operations are expensed as part of operating
activities or capitalized as appropriate. Expenditures that relate to an existing condition caused by past
operations and which are not expected to contribute to current or future operations are expensed.
Environmental liabilities related to environmental assessment and/or remedial efforts are accrued when
the expenditures are considered likely and the costs can be reasonably estimated.

Asset retirement obligation

The Company recognizes asset retirement obligations. Under this standard, future costs to retire an
asset, including dismantling, remediation, ongoing treatment and monitoring of the asset, are
recognized and recorded as a liability at fair value, assuming a credit adjusted risk-free discount rate
and an inflation factor. The liability is accreted over time through periodic charges to earnings. In
addition, the asset’s retirement cost is capitalized as part of the assets’ carrying value and amortized
over the assets’ useful lives.

REVISION OF PRIOR YEAR ACCOUNTING TREATMENT

(a) Discontinued operations

In May 2006, the Company entered into a formal plan to transfer or sell the operations of its port
terminal facility, Vancouver Wharves Limited Partnership (“VWLP”). It is anticipated that a
transaction will complete during the second quarter of 2007 and that the operating assets of the
business will be sold, the operating liabilities will be assumed, and the land upon which VWLP
operates will be transferred to a new operator via a long-term lease arrangement. The Company
will be retaining the environmental obligations described in note 9 (a) and (b). The Company is not
expecting a loss on the transaction.



BRITISH COLUMBIA RAILWAY COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006
(tabular amounts in thousands of dollars)

2. REVISION OF PRIOR YEAR ACCOUNTING TREATMENT (cont’d)

(b)

The Company’s share of the assets, liabilities and revenues and expenses have been reclassified
to discontinued operations for the years ended December 31, 2006 and 2005 as follows:

VWLP
2006 2005

Balance sheet

Current assets $ 8,434 $ 6,005
Capital assets 5,959 1,520
Current liabilities (5,957) (5,627)
Net assets of discontinued operations $ 8,436 $ 1,898
Statement of income

Revenues $ 46,742 $ 44,560
Expenses (35,247) (39,382)
Asset impairment write-down - (15,225)
Gain on disposal of assets 600 3
Net interest 581 295
Net income (loss) from discontinued operations $ 12,676 $ (9,749)

2005 asset impairment write-down and amortization adjustment

During fiscal 2005 the Company recognized an impairment charge related to its wharf assets, to
write them down to their estimated fair value. During a subsequent review it was determined that
$21.2 million of the charge related to retirement costs for land was not required. Additionally it was
determined that accumulated amortization expense of $5.0 million previously recorded on the
retirement cost should not have been recognized. Accordingly the financial statements for 2005
have been restated to reduce the impairment charge by $21.2 million and amortization expense by
$0.9 million with a corresponding increase in property and equipment of $26.2 million and decrease
of the January 1, 2005 accumulated deficit of $4.1 million.

3. CNTRANSACTION

The CN transaction was the main component of the Company’s original plan to dispose of its residual
assets and activities.

@)

(b)

On July 14, 2004, BCRC and BCR Properties Ltd. completed a transaction with Canadian National
Railway Company (CN) pursuant to an agreement signed between the parties on November 25,
2003 (the “CN Transaction”). Under the terms of the agreement, CN assumed the Company’s
industrial freight railway business by purchasing the shares of BC Rail Ltd., the partnership
interests of BC Rail Partnership and railcars from a related entity (collectively “BC Rail”).

BCRC and BC Rail Partnership entered into a Revitalization Agreement, under which BC Rail
Partnership leased the railway right-of-way land, railbed assets, and related track infrastructure
from BCRC under a long-term lease. BC Rail Partnership prepaid all lease payments under the
Revitalization Agreement. The lease of certain items included in railbed assets is being accounted
for as an operating lease. The lease of the remaining railbed assets and track infrastructure has
been treated as a capital lease. As a result of the CN Transaction, the Revitalization Agreement
was assumed by CN.



BRITISH COLUMBIA RAILWAY COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006
(tabular amounts in thousands of dollars)

CN TRANSACTION (cont'd)

(c) As provided for in the Revitalization Agreement, certain aspects of the transaction were finalized in
fiscal 2005 and as a result a $5.6 million reduction in the gain was recorded.

(d) As part of the CN Transaction, CN committed to certain average transit times for rail traffic on the
BC Railway system. Breach of the transit time commitments results in penalty payments made by
CN to a trust fund held by BCRC and dedicated to upgrades of the BC railway system to improve
reliability and transit times for the railway users. As at December 31, 2006, the trust fund held $0.3
million in CN penalty payments, which are not recognized in these financial statements.

PROPERTY AND EQUIPMENT

2006 2005
Cost Accumulated Net Cost Accumulated Net

Amortization Amortization

restated Note 2
Assets under operating lease $ 621,412 $ 397,175 $ 224,237 $ 620,823 $ 390,728 $ 230,095
Land 44,273 - 44,273 44,585 - 44,585
Buildings 10,738 2,299 8,439 10,612 1,840 8,772
Railway assets 31,508 15,647 15,861 31,524 15,060 16,464
Equipment and leasehold improvements 3,588 1,470 2,118 3,487 1,141 2,346
Construction in progress 14,386 - 14,386 6,174 - 6,174

$ 725905 $ 416,591 $ 309,314 $ 717,205 $ 408,769 $ 308,436

Assets under operating lease include railway right-of-way land and railbed assets.

. OTHER ASSETS

2006 2005

restated

Note 2
Accrued pension benefit asset - Note 11(a) $ 12,600 $ 13,672
Mortgage receivable 8,156 8,636
Deferred property transfer tax 8,985 8,994
Long-term notes receivable from CN 5,877 5,552
Other 78 168

$ 35696 $ 37,022

(@) The mortgage receivable was provided to a purchaser in 2004 as part of a sale of property from the
Company’s real estate portfolio. The mortgage term is currently being re-negotiated. The
mortgage bears interest at prime plus 2%.

(b) Deferred property transfer tax arose as part of the CN Transaction described in Note 3(b). The
cost is being amortized over the lease term of 990 years.



BRITISH COLUMBIA RAILWAY COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006
(tabular amounts in thousands of dollars)

5. OTHER ASSETS (cont’'d)

6.

(©

Intercompany debt, which was previously owed by BC Rail Ltd. and BC Rail Partnership to related
entities, was restructured and assumed by CN on July 14, 2004. The face value of the debt is
$823.6 million. At the time of the restructuring, the fair value of the debt was $5 million. On July
14, 2004, the Company recorded a long-term receivable from CN at the fair value. The note
receivable is non-interest bearing, is due on July 12, 2094 and is accreted each year to its ultimate
face value.

OTHER LIABILITIES

2006 2005

restated

Note 2
Environmental liability accrual - Note 9 $ 89,102 $ 78,444
Asset retirement obligation 43,565 41,192
Deferred revenue from lease modification - 10,615
Deferred gain on sale of real estate 9,168 9,168
Accrued non-pension benefit obligation - Note 11(a) 1,105 1,123
Other 2,170 2,286

145,110 142,828

Less current portion (11,338) (12,901)

$ 133,772 $ 129,927

@)

(b)

(©

Asset retirement obligation

2006 2005
Opening asset retirement obligation $ 41,192 $ 34,285
Addition of obligation on VPA water lot lease - 3,678
Increase in estimate for site-wide remediation 114 702
Accretion expense on obligation 2,259 2,527
Ending asset retirement obligation $ 43565 $ 41,192
Discount rate 4.5% 4.5%
Inflation 2.5% 2.5%

Although the ultimate amount to be incurred is uncertain, the liability for retirement and remediation,
on an undiscounted basis, before applying an inflation factor of 2.5% is estimated to be
approximately $84.4 million (2005 - $80.4 million).

During 2005, the Company renegotiated a lease with the Vancouver Port Authority (VPA) in
exchange for a non refundable payment of $10.8 million which was being amortized over the
remaining 29 years of the lease. In conjunction, a purchase and sale agreement was signed with
VPA for a future date based on certain conditions. The sale of the leased property was completed
in March 2006 and the unamortized balance of the prepayment recognized as income in 2006.

The deferred gain on sale of real estate relates to property sold in 2004 in exchange for a mortgage
(note 5(a)). The deferred gain will be recognized as income once the Company has received more
than 15% of the total proceeds, which is expected to occur in fiscal 2007. The deferred gain has
accordingly been recorded as a current liability as at December 31, 2006.

10



BRITISH COLUMBIA RAILWAY COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006
(tabular amounts in thousands of dollars)

7. SHARE CAPITAL

Authorized: 10,000,000 common shares with a par value of $100 each.

Issued and outstanding: 2,576,885 common shares held by the Province.

As all of the issued and outstanding common shares of the Company are held by the Province,
earnings per share data has not been provided.

8. COMMITMENTS

The following is a schedule of future minimum payments at December 31, 2006, required under non-
cancelable operating leases:

Continuing Discontinued

operations  operations Total
2007 $ 300 $ 1341 $ 1,641
2008 300 559 859
2009 150 176 326
2010 - 28 28

2011

$ 750 $ 2,104 $ 2,854

At December 31, 2006, the Company had outstanding purchase commitments for construction in
progress relating to discontinued operations of $0.7 million (2005 - $0.6 million).

CONTINGENT LIABILITIES

The Company is contingently liable with respect to pending litigation and claims arising in the normal
course of business. Provisions have been made based on the best estimates of management with the
information available. Estimates will be adjusted in the period that additional information becomes
available.

@)

(b)

The Company leases a portion of its property used in its terminal operations in North Vancouver
from Canada Lands Company Limited (“CLCL"). The Company received a notice of default on its
lease from CLCL on February 6, 2003. The current lease with CLCL expired April 11, 2004 and
CLCL has advised the Company that, based on the alleged defaults under the lease, it had no
right to renew the lease. The Attorney General of Canada and CLCL filed a Petition on August 6,
2004 seeking a writ of possession of the leased lands. Vancouver Wharves Ltd. and BCRC
carrying on business as VWLP and VWLP, and BC Rail Ltd. are named as respondents in the
Petition. The Petition was scheduled to be heard by the court in a proceeding commencing
October 23, 2006, but the hearing has been deferred to November 19, 2007. In the event that the
lease is not renewed, the Company is reviewing plans to reconfigure the site and continue
operations. The site reconfiguration costs are currently estimated to be $34.3 million.  Under a
proposed transaction to transfer the VWL operations to a new operator, if the reconfiguration
proceeds, it would be financed by the new operator.

On June 14, 2002, the Attorney General of Canada commenced legal proceedings in the B.C.
Supreme Court against Vancouver Wharves Ltd. (formerly BCR Marine Ltd.), BC Rail Ltd., BCR

11



BRITISH COLUMBIA RAILWAY COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006
(tabular amounts in thousands of dollars)

9. CONTINGENT LIABILITIES (cont’d)

Properties Ltd., British Columbia Wharves Ltd., CSCL, BCRC carrying on business as VWLP and
VWLP, alleging that those entities are responsible for soil and groundwater contamination on
a site adjacent to the VWLP operation and in Burrard Inlet adjacent to that property as included in
the lease described in (a) above. The Attorney General has not filed a Statement of Claim or
quantified the damages claimed. The Company has been advised that approximately $24.2 million
(2005 - $20 million) has been spent to date by the landlord in remediating the site. The parties are
currently assessing remediation options for the site.

(c) The risk of environmental liability is inherent in the operation of the Company’s business with
respect to both current and past operations. As a result, the Company incurs costs, on an ongoing
basis, associated with environmental regulatory compliance and clean-up requirements.

The Company accrues for both anticipated expenditures on existing environmental remediation
programs and contingent liabilities in relation to specific sites where the expected costs can be
reasonably estimated.

The Company believes it has identified the costs likely to be incurred over the next several years,
based on known information. However, ongoing efforts to identify potential environmental concerns
associated with the Company’s properties may lead to future environmental investigations, which
may result in the identification of additional environmental costs and liabilities, the magnitude of
which cannot be reasonably estimated.

(d) The Province and BCRC have provided commercial indemnities to CN with respect to the CN
Transaction and indemnities related to income tax attributes of BC Rail at closing. As at
December 31, 2006, the maximum present value (calculated at 9%) of amounts payable under the
tax indemnities related to income tax attributes (excluding any reimbursement of professional fees,
tax arrears, interest or taxes payable, if any, on indemnity payments) is approximately $453 million.
These indemnities remain in effect until 90 days after the last date on which a tax assessment or
reassessment can be issued in respect of the income tax attributes. Management believes it is
unlikely that the Province or BCRC will ultimately be held liable for any amounts under the
commercial and tax indemnities.

10. NET INTEREST INCOME

2006 2005

restated

Note 2
Interest earned on temporary investments $ 7476 $ 2,226
Accretion expense on asset retirement obligation (2,259) (2,527)
Other interest income 1,179 1,487

$ 639% $ 1,186

12



BRITISH COLUMBIA RAILWAY COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006
(tabular amounts in thousands of dollars)

11. EMPLOYEE BENEFITS

(@) The Company has defined benefit and defined contribution pension plans and other retirement and

(b)

post employment benefit plans which cover most of its employees. The amounts presented in this
note are actuarially determined projections.

Pension Plans Other Plans

2006 2005 2006 2005
Reconciliation of accrued benefit obligation
Opening balance $ (17,587) $ (19,217) $ (1,002) $ (766)
Current service cost (78) (78) (7 (13)
Employee contributions (8) - -
Benefits paid 588 406 70 77
Interest cost (9112) (938) (51) (44)
Settlement - 4,788 - -
Actuarial gains (losses) 8 (2,548) 15 (256)
Ending balance (17,988) (17,587) (975) (1,002)
Reconciliation of plan assets
Opening balance 22,112 25,026 - -
Actual return on plan assets 921 1,339 - -
Employer contributions 67 1,124 70 77
Employee contributions 8 7 - -
Settlement - (4,978) - -
Benefits (588) (406) (70) (77)
Ending balance 22,520 22,112 - -
Fund status - surplus (deficit) 4,532 4,525 (975) (1,002)
Unamortized past service costs 1,816 2,018 - -
Unamortized transitional obligation - 497 - -
Unamortized net actuarial loss (gain) 6,252 6,632 (130) (121)
Accrued benefit asset (liability) $ 12,600 $ 13,672 $ (1,105 $ (1,123)

Significant actuarial assumptions adopted in measuring the Company’s accrued benefit obligations
are as follows as of December 31:
Pension Plans Other Plans
2006 2005 2006 2005
Discount rate for liabilities 5.25% 5.25% 5.25% 5.25%
Expected long-term rate of return
on plan assets 7.0% / 3.5% 7.0% / 3.5% - -
Salary escalation rate 2.5% / N/A 2.5% / N/A

The weighted average rate of increase in the per capita cost of future covered health care benefits
was assumed to be 4.00% per year starting in 2010.

The plan asset portfolio currently comprises equity investments and debt. Equity investments are
30%-70% of the portfolio and include Canadian, International, and Real Estate investments. Debt
is 20%-40% of the portfolio and comprises short-term debt, bonds and mortgages. Asset mix is
reviewed periodically and may vary in the future.

13



BRITISH COLUMBIA RAILWAY COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006
(tabular amounts in thousands of dollars)

11. EMPLOYEE BENEFITS (cont'd)

(c) The Company’s net benefit plan expense is as follows:

Pension Plans Other Plans
2006 2005 2006 2005
Current service cost $ 78 $ 72 $ 7 $ 13
Interest cost 911 938 51 44
Actual return on plan assets (804) (805) - -
Amortization of transitional asset 497 498 - -
Plan amendments 202 202 - -
Plan settlement loss - 2,553 - -
Net actuarial loss (gain) 255 554 (6) (19)
$ 1,139 $ 4,012 $ 52 $ 38

(d) VWLP is a member of the British Columbia Maritime Employers Association ("BCMEA"). The
organization has unfunded liabilities for retiring allowances of $26.2 million (2005 - $26.3 million).
Due to the transient work force, it is not practical to allocate these liabilities to the individual
companies but rather, the organizations will recover required funding based on hours worked. In
2006, VWLP's share of the total paid by the Waterfront Employers of BC in longshore and foreman
wages was approximately 2.9% (2005 — 3.3%).

12. STATEMENT OF CASH FLOWS — SUPPLEMENTAL INFORMATION

(@) The components of changes in non-cash working capital balances relating to operations are as

follows:
2006 2005
restated
Note 2
Accounts receivable $ (349) $ 16,611
Materials and other items (36) 2,809
Accounts payable and accrued liabilities (1,031) (29,753)

$ (1416) $ (10,333)

(b) The following interest was received in the current year:

2006 2005

restated

Note 2
Interest received from third parties $ 8330 $ 2,809

$ 8330 $ 2,809

14
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14.

BRITISH COLUMBIA RAILWAY COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006
(tabular amounts in thousands of dollars)

FINANCIAL INSTRUMENTS
The Company’s financial instruments include cash and cash equivalents, accounts receivable,

accounts payable and accrued liabilities. The carrying amounts approximate fair value due to their
immediate or short-term maturity.

COMPARATIVE FIGURES

Certain of the comparative figures have been reclassified to conform with the current year’s financial
statement presentation.
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British Columbia Railway Company

Employee Remuneration (including Taxable Benefits) and Expenses
For Individuals Whose Remuneration and Expenses Exceeds $75,000

January 1, 2006 to December 31, 2006

Last Name First Name Remuneration Expenses
Angelozzi Cam 146,766.28 1,102.78
Becker Gerry 231,111.35 26,044.54
Bevilacqua Chris 84,809.97 -
Boesen Chuck 87,163.33 848.00
Breden Phil 98,868.00 4,559.29
Bryce John 84,781.99 -
Carter Greg 87,261.76 -
Dawson Christopher 77,075.96 27,589.75
Derouin Richard 95,766.47 -
Eisel Allan 99,871.69 1,243.70
Fisher Rob 99,871.69 -
Fletcher Jason 132,790.40 2,677.03
Goold Alex 172,755.49 2,443.46
Guenther Levor 173,359.74 8,011.58
Haberl Herb 128,059.40 1,561.22
Hodges Ross 168,876.20 5,115.71
Kaye Michael 303,352.62 16,199.56
Klitch Dave 167,978.43 1,671.70
Leighton John 214,142.30 7,094.34
Lim Norma 87,019.33 -
Lusney John 341,069.86 19,130.62
MacMillan Rodney 140,870.02 912.41
Mahoney Kevin 622,701.70 25,451.00
Meyer Rick 106,668.08 3,422.82
Myhill-Jones Richard 156,629.27 62,340.67
Patrick Gregory 86,219.04 -
Pritchard Monty 83,084.80 2,028.50
Raynard Grant 81,754.02 -
Redmann Ron 97,610.88 4,208.12
Ronnie Steve 136,215.28 1,185.00
Roy Denis 84,976.66 -
Salmon Rodney 72,308.28 22,198.50
Samuelson Eric 95,114.26 -
Tseung Tom 106,137.86 862.95
Van Hattem Arnie 116,690.94 34,050.68
Wahl Richard 102,949.44 1,003.48
Webb Richard 83,923.14 -
Westerhout Hardman  Shelley 111,068.50 2,437.34
Westlake Gordon 165,424.87 6,981.43
Weymark Bill 489,720.72 50,569.78
Winter Alan 176,155.49 1,687.47
Yaremko Cheryl 76,286.39 394.72
Yargeau Donaldson 80,880.15 -
Total over $75,000 6,356,142.05 345,028.15
Total under $75,000 990,859.46 13,345.13
7,347,001.51 358,373.28




British Columbia Railway Company
Statement of Severance Agreements
January 1, 2006 to December 31, 2006

There was 1 severance agreement made between British Columbia Railway Company and its non-
unionized employees during 2006. The agreement represented 12 months compensation.

As required in the Financial Information Act Guidance Package, payments made under these
severance agreements are excluded from the Schedule of Employee Remuneration.



British Columbia Railway Company
Schedule Showing Total Remuneration and Expenses
In Respect of Each Board Member
January 1, 2006 to December 31, 2006

Elected Officials, Employees appointed by
Cabinet, and Members of the Board of Directors:

Name Position Remuneration Expenses
McLernon, John Chair 59,550.00 2,090.37
Briscoe, Beverly Member, Board 33,800.00 -
Kenning, Brian Member, Board 37,650.00 -
Marchand, Len Member, Board 26,650.00 4,021.17
Offet, Gerald Member, Board 29,650.00 5,097.66
Phillips, Bob Member, Board 36,800.00 -
Yeates, Jim Member, Board 35,650.00 -



(Ratel), C/O Pyx Financial Group Inc.
0695980 BC Ltd.

A-1 Marine Services Ltd.

ABB Inc.

Acklands-Grainger Inc.

Allied Blower & Sheet Metal Ltd.
Allied Sweeping Ltd.

Allnorth Consultants Limited

Alsco Uniform & Linen Service Ltd.
Altus Group Limited

Aon Insurance Managers

Aqua Chem Enterprises Ltd.
Aquaritech Solutions

Atom Delivery Ltd.

BA Blacktop

Barry N. Wilson, BCOM, CA

BC Bearing Engineers Limited

BC Hydro

BC Maritime Employers Association
Belterra

Berkshire Securities Inc.

Blake, Cassels & Graydon LLP
Borden Ladner Gervais

Boulder Mechanical Ltd.

Brenntag Canada Inc

Britco Leasing Ltd.

British Columbia Transmission Corporation
Bull Housser & Tupper

Bunbury & Associates

Burchell Hayman

Business Objects Corp.

Cam Clark Ford Lincoln Ltd.
Canadian National Railway Company
Canadian Pacific Railway Company
Canron Construction Corp. West
Chevron Texaco Global Lubricants
CIBC World Markets Inc.

City of Prince George

City of Surrey

Clark Drilling Services Ltd.

CN Real Estate

Compass Marine Services Inc.
Corporate Express Canada, Inc.
Corporation District of North Vancouver
Corporation District of West Vancouver
Corporation of Delta

Cunningham & Rivard Appraisals
Cushman & Wakefield LePage Inc.
CWA Engineers Inc.

David K. Arnott

Dennison Chevrolet Ltd.

District of Mackenzie

District of North Vancouver

District Of Squamish

Dynacor Coatings Ltd.

Econo Moving & Storage Co. Ltd.
Employee Strategies

Equitable Life of Canada

Falcon Shuttle Wagon Railcar Movers Inc.
Finning Ltd.

Fleetwood Disposal Ltd.

Fraser River Pile & Dredging Ltd.
Frontline Software Corp.

Gage - Babcock And Associates Ltd.
GensCorp IT Inc.

Golder Associates Ltd.

Harder Associates Engineering Consulting
Harsco Track Technologies

British Columbia Railway Company

Schedule of Payments Made for the Provision of Goods and Services
Amounts Exceeding $25,000

January 1, 2006 to December 31, 2006

$ 44,663.44
93,010.00
57,190.86
74,259.94

296,671.23
400,094.96
25,012.39
143,301.73
71,864.79
30,659.59
29,930.13
40,865.53
43,295.30
28,827.96
194,138.93
63,040.00
45,379.95
932,770.37
769,316.62
45,266.61
27,500.00
49,794.31
2,304,832.33
32,641.41
54,666.99
30,639.30
90,838.72
353,264.12
73,328.89
82,039.47
59,462.37
32,737.81
2,396,419.38
278,708.53
39,006.85
39,453.03
248,914.55
54,065.00
105,787.94
115,448.31
60,132.93
71,635.60
37,363.21
2,829,674.30
25,356.06
307,193.12
37,222.73
48,489.00
55,757.92
220,534.65
27,786.10
29,946.29
198,001.14
87,911.80
428,147.39
54,391.55
52,803.30
114,608.92
25,770.55
1,519,292.21
40,317.00
629,130.60
54,368.60
28,700.09
744,535.13
275,425.80
346,927.95
25,854.81

Hatch Mott MacDonald Ltd.
Hemmera Envirochem Inc.

Hobbs Giroday

Humphrey Construction Ltd.

ICL Integrated Contractors Ltd.

IDL Projects Inc.

Industrial Equipment Co Ltd.
Inform Solutions Inc.

Insurance Corporation of BC
Intrepid Technology

Iron Mountain Canada Corp.
ISS-Wonderware Canada C3160
J. B. Brodie

J. Kerschbaumer Inc.

John Hunter Co. Ltd.

Kal Tire

Karen MacWilliam

Keystone Environmental Ltd.
Kilbride Land Surveying Ltd.
Knowledgetech Consulting Inc.
KPMG LLP

KWH Constructors Ltd.

L & M Engineering Limited

Lake Mechanical Ltd.

Lawson Lundell

Leavitt Machinery

Les Pongracz

Levelton Consultants Ltd.

Loram Maintenance

Lori Jean Perry

Luna Systems Corporation

Magna IV Engineering (BC) Ltd.
Mainland Machinery Ltd.

Marsh Canada Limited

Mason Lift Ltd.

Matson, Peck & Topliss
McElhanney Associates

Mcraes Sewer & Drain Cleaning Ltd.
Metso Minerals Canada Inc. C/O Hsbc Bank Canada
Michael Kidston Land Surveying Ltd.
Mike Dennington

Minister of Finance

MMK Consulting Inc.

Morrow Environmental Consultants
Mountain Manufacturing Ltd.

MRO Software (Canada) Ltd.
Mutual Construction (2000) Ltd.
Napa Auto Parts (0301)

Navigata Communications Limited
Neptune Bulk Terminals

Nicolson Tamaki Architects Inc.
Norcan Construction 83 Inc.
Norcan Fluid Power Ltd.

Norpac Controls Ltd.

North Country Appraisals (1985) Ltd.
Northern Platforms Ltd.

Nucurve Consulting Ltd.

Nuline Design

Oland & Co.

On the Coast Business Services Ltd.
Orang-Utan Innovations Inc.
Pacific Blue Cross

Pacific Northern Rail Contractors Inc.
Pacific Pilotage Authority

Pacific Weed Services

Pacific Western Helicopters Ltd.
Pagliaro Construction Ltd.

Paladin Security Group Ltd.

111,798.83
224355.04
123,773.74
977,902.89
435,059.68
7,803,600.71
50,225.96
225,280.50
25,496.00
34,362.50
31,465.24
40,936.84
145,453.71
137,575.57
114,512.60
36,821.01
81,033.20
264,900.55
85,293.98
45,800.08
272,933.38
318,947.26
961,606.74
305,099.30
141,522.61
702,131.01
26,742.07
70,083.86
30,517.24
65,565.00
60,610.85
256,583.85
196,418.76
936,308.00
52,478.20
41,387.28
56,402.78
166,938.84
93,074.79
73,213.11
80,389.10
1,261,059.45
25,964.70
941,319.56
103,095.25
27,353.16
48,845.87
37,360.18
83,558.35
33,902.62
180,586.69
123,602.36
120,873.28
60,805.48
490,087.47
44,790.94
59,247.85
92,508.11
54,642.58
102,457.50
83,064.15
33,567.40
1,252,715.77
25,934.89
57,952.12
39,903.28
252,686.29
50,139.77



British Columbia Railway Company
Schedule of Payments Made for the Provision of Goods and Services
Amounts Exceeding $25,000
January 1, 2006 to December 31, 2006

Petro Canda 342,601.36 Sunlife Group Insurance

Piteau Associates 537,848.50 Sunshine Cabs Ltd.

Polycrete Restorations Ltd. 45,026.14 Syscom Consulting Inc.

Portec Rail Products Ltd. 25,792.35 T.J. Tryon Land Surveying Limited
Predator Pest Bird Clearance 62,778.24 Technology Resource Inc.

Public Works Canada 565,000.00 Telus Communications (BC) Inc.
PVA Eco Services 38,432.31 Telus Mobility

PW Trenchless Construction Inc. 75,896.00 Telus Services Inc.

Q.C.A. Systems Ltd. 546,609.32 Terasen Gas

Quantum Remediation Inc. 574,107.70 Texcan - Division Of Sonepar Canada Inc.
Raines Janitorial Ltd. 38,619.50 The B.C. Corps of Commissionaires
Ray & Berndtson/Tanton Mitchell, Inc. 105,092.83 Thurber Engineering Ltd.

RE/MAX Crest Realty 104,967.00 Toyo Pumps North America Corporation
Receiver General for Canada - Canadian Grain Commiss 389,517.97 Treefrog Computer Consulting Ltd.
Receiver General for Canada - GST 525,265.32 Turbosonic Inc.

Receiver General for Canada - Source Deductions 2,501,752.21 Ultra-Tech Cleaning Systems Ltd.
Regal West Holdings Ltd. 129,202.19 Unicco Facility Services

Regional Dist. of Fort Nelson-Liard 935,226.00 United Gear & Machine Works Ltd.
Relumen Engineering Incorporated 499,780.28 United Lock Block Ltd.

Revenue Services of British Columbia 109,668.00 United Way of the Lower Mainland
Rob Thurrott 80,153.07 Val Mart Door Sales Ltd.

Ross Morrison Electrical Ltd. 677,372.23 Van Houtte Coffee Services Inc.
Ruskin Construction Ltd. 496,057.84 Vancouver Canucks

RW Patton Limited 66,590.26 Vancouver Pile Driving Ltd.
Sandvik Mining And Construction Canada Inc. 34,382.71 Vancouver Port Authority

SDM Realty Advisors Ltd. In Trust 160,751.67 Vinson And Elkins

Seaspan International Ltd. 34,372.68 W. S. Leasing Ltd.

SimplexGrinnell 127,579.83 Waterfront Employers Of B.C.

Smit Harbour Towage Vancouver Inc. 53,470.01 Westburne Electric Supply BC
Southern Railway of Bc Ltd. 45,235.02 Westmar Consultants Inc.

Spring Point Management Ltd. 306,143.74 Workers' Compensation Board of BC
Squamish Indian Band 86,232.37 Workhorse Carpentry Ltd.

Standard Life 281,434.96 Xerox Canada Ltd.

Stella Jones Inc. 144,507.39

145,011.23
25,292.60
516,665.14
85,209.52
61,252.45
110,755.12
53,131.48
30,082.68
272,059.81
67,647.38
177,933.39
25,694.20
44,857.72
28,925.10
61,798.64
42,045.84
119,854.30
106,151.03
25,783.74
53,615.26
38,877.37
39,418.13
45,349.10
50,183.00
307,870.15
39,258.86
261,167.34
12,537,902.28
98,059.75
1,648,746.44
459,298.91
51,587.32
37,862.20

Total payments exceeding $25,000

Total payments of $25,000 or less

68,285,830.60

3,147,476.14

Grand Total

71,433,306.74




	Consolidated Financial Stmt Cover Page
	BCRC - Cons FS Dec 31 2006 (Board Approved)
	Auditors report.pdf
	BCRC - Dec 31 2006 Cons FS (Board Approved).doc

	FIA 2006 - FINAL SCHEDULES (May1_07)
	Employee Remuneration
	Stmt of Sev
	BOD Remuneration
	Supplier Pmts




