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Tuesday, May 24, 2011

Washington Utilities and Transportation Commission
P.O. Box 47250

1300 S. Evergreen Park Dr. SW

Olympia, WA 98504-7250

RE: Hat Island Community; BC 96

Hat Island’s last rate filing with the UTC was in 2008 just a few months after purchasing our
new vessel. In the three years since that purchase we have learned a great deal about owing and
maintaining a vessel as large and sophisticated as Hat Express.

Attached are our requested fares and rules.

The Hat Island Ferry is unique. As a public entity we potentially serve the general public, in
reality the only people who ride the vessel are Hat Island property owners and their guests

Historically the community has subsidized the ferry operation at 37%. That is the Island has
historically subsidized every dollar of ticket sales with $0.37 from our general fund. After four
months of 2011 our annual subsidy for this year is now estimated at 117% or $123,000 from the
general fund. In order to cover all our costs the average one way fare would need to be $17.00
We realize that we must continue to subsidize our ferry operations, but we must bring the
subsidy back to the 50% range.

No doubt the recent rule change by the USCG which decreased our carrying capacity by 15%
will have a yet to be evaluated impact on our operations as well. Certainly much of the increases
in our operating costs are fuel driven. Insurance, maintenance and staff costs are all increasing
annually and while we are also experiencing steady increases in ridership, this increase does not
provide sufficient income to offset increases in operating costs

If we raise general rates we make it too expensive for many of our owners to visit the island and
we lose ridership and income. Therefore we are targeting our proposed increases to non owners,
I.e. guests and to the increasing number of pets on the vessel.

The proposed rates provide for discounted prices for our owners as one third of their $400 Home
Owner’s Association dues go towards subsidizing the ferry operations. Our by-laws define
owners as Husband and wife and their legal dependents.*



ISLAND SUBSIDY IN THOUSANDS

Income | Expense | Subsidy |% Subsidy| Fuel |Insurance
2007 $65.6] S$102.0 $36.4 55.5% $9.8 $10.5
2008 $93.8| S208.9 S115.1| 122.7% $29.5 $21.3
2009 $99.7| $177.2 $77.5 77.7% $32.7 $20.3
2010 S105.9( $210.3| S104.4 98.6% $45.9 $27.5

Bud 2011 $105.0f $190.0 $85.0 81.0% $32.0 $32.0

Rev2011| $105.0f $228.0] $123.0| 117.1% $52.6 $33.6

As we do not currently have a Guest rate on the ferry we can only estimate the percentage of
passengers in this category. We do have guest rates on our golf course and in our marina. Our
records indicate that approximately 15% of our weekly revenue from these two operations is
from guests. We therefore estimate that 15% of our ridership, at least on summer weekends, are
quests. Our 2010 ridership was 15,800 total passengers, 5-7% of which are pets, especially
during our high season.

A $2 increase per passenger for the 15% who we estimate are guests should generate an
additional $4,700 and an average $3 increase per pet from an estimated 1200 pets annually will
generate an additional $3,600.

The proposed changes in pet rates and rules, while outwardly intended to increase revenue, are
equally intended to motivate owners to transport their pets in cages to increase the safety and
comfort of other passengers and to decrease crew work load cleaning our tweed fabric seats of
dog hair.

We request that you approve the attached rules and rates

Respectfully,

Charles E. Motson, Il
Island Manager

Attached:

2010 financials

2011 year to date financials
Hat Island Tariff 4-11
Public Notice

1 SECTION 1. Definition of Membership....For purposes of these By-Laws, a husband and wife and any
other persons or entities jointly owning a lot or lots shall be considered collectively as being one owner.
Proof of ownership shall be as recorded in the office of the Auditor of Snohomish County, Washington.
SECTION 4. Membership Privileges. The privileges of membership, including the right of access to, and
use of, the Association's property and facilities, shall be extended to the lot owner/owners and their legal
dependents.



COMMUNITY, INC.

Revenue:
Concession Sales
Hat Express Each Trip
Hat Express Ticket Book
Hat Express Charter & Annual Pass

Costs and expenses:
Hat Express Repair
Hat Express Maintenance
Hat Express Misc Exp
Hat Express Consumables
Hat Express Testing
Hat Express Fuel Usage
Hat Express Supplies
Hat Express Small Tools
Hat Express Concession Supplies
Hat Express Wages
FICA Tax Hat Express
SUTA Tax Hat Express
FUTA Tax Hat Express

Employee Medical Insurance Hat Expre:

Simple IRA Employer

Hat Express Excise & Transport Taxes
Hat Express Insurance

Hat Express Permits

Hat Express Printing

Berth

Budgeted Earnings (loss) from operations

Hat Express Depreciation

Total Earnings (loss) from operations

Income Statement
DEPARTMENT - THE HAT EXPRESS

For The YTD 12th Period Ending December 31, 2010

Unaudited

% over/under
Actual Budget Variance Budget
2,208 1,800 408 22.7%
54,950 60,000 (5,050) -8.4%
39,660 34,870 4,790 13.7%
9,180 7,500 1,680 22.4%
105,998 104,170 1,828 1.8%
3,039 5,000 (1,961) -39.2%
18,066 10,000 8,066 80.7%
383 800 (417) -52.1%
3,802 3,500 302 8.6%
216 500 (284) -56.8%
45,954 28,000 17,954 64.1%
1,667 1,000 667 66.7%
3,524 800 2,724 340.5%
1,689 1,000 689 68.9%
80,973 78,963 2,010 2.5%
6,194 5,420 774 14.3%
1,961 2,507 (546) -21.8%
260 3,001 (2,741) -91.3%
2,500 2,400 100 4.2%
1,069 1,010 58 5.8%
1,147 669 478 71.5%
27,582 24,478 3,104 12.7%
305 600 (295) -49.2%
314 100 214 214.2%
9,697 10,002 (305) -3.1%
210,341 179,749 30,592 17.0%
(104,343) (75,579) (28,764) -38.1%

57,318 42,587 14,731
(161,661) (118,166) (43,495) 36.8%
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AN COMMUNITY, INC.
Income Statement
DEPARTMENT - THE HAT EXPRESS
For The YTD 4th Period Ending April 30, 2011
Unaudited
% to
Actual Budget BVar Budget
Revenue:
Concession Sales 467 442 25 6%
Hat Express Each Trip 10,451 10,537 (86) -1%
Hat Express Ticket Book 8,750 7,931 819 10%
Hat Express Charter & Annual P. 1,750 926 824 89%
Revenue 21,418 19,835 1,583 8%
Costs and expenses:
Hat Express Repair 1,939 610 1,330 218%
Hat Express Maintenance 3,043 409 2,634 645%
Hat Express Misc 73 243 (170) -70%
Hat Express Haul Out* 0 0 0 n/a
Hat Express Consumables 261 1,513 (1,252) -83%
Hat Express Testing 137 9 128 1380%
Hat Express Fuel Usage 11,803 9,394 2,409 26%
Hat Express Supplies 144 430 (286) -66%
Hat Express Small Tools 57 70 (13) -18%
Hat Express Concession Supplie 292 273 20 7%
Hat Express Wages 20,947 22,237 (1,290) -6%
FICA Tax Hat Express 1,602 1,701 (99) -6%
SUTA Tax Hat Express 306 612 (305) -50%
FUTA Tax Hat Express 110 99 10 10%
Employee Medical Insurance 1,100 1,200 (100) -8%
Simple IRA Employer 282 354 (72) -20%
Hat Express Excise & Transport” 807 499 308 62%
Hat Express Insurance 9,857 9,361 496 5%
Hat Express Permits 0 10 (10) -100%
Hat Express Printing 105 5 101 2225%
Berth 3,722 3,429 293 9%
Expense 56,586 52,456 4,130 8%
Budgeted Earnings (loss) from opera (35,168) (32,621) (2,547) n/a
Hat Express Depreciation 12,156 12,069 87 0

Total Earnings (loss) from operations (47,325) (44,690) (2,634) n/a




