Annex A

From: On Behalf Of Cabinet Secretary for Economy, Jobs and Fair Work

Sent: 01 February 2018 15:32

To: Minister for Transport and the Islands

Cc: Cabinet Secretary for Economy, Jobs and Fair Work

Subject: Ferry Discussion in Comhairle nan Eilean Siar between Mr Brown and Roddy Mackay (leader of

council)

Mr Brown had a meeting with Roddy Mackay, leader from Comhairle nan Eilean Siar
and Calum Maciver, Director of Development Department at Comhairle nan Eilean Siar
this afternoon to mainly discuss the Bifab Arnish site.

[ OUT OF SCOPE
]

o Possible leasing option of a freight vessel from Seatruck may shortly become
available from September of this year (Clipper Ranger vessel). Roddy Mackay is keen
to pursue this option, although there is a possibility that this vessel might be sold.

Mr Brown said he would raise these points with Mr Yousaf but | thought it was best to
bring this to you/ the Ministers attention in case this is something that Mr Yousaf needs
to follow up on.

Happy to discuss anything further if required.
Deputy Private Secretary

Cabinet Secretary for Economy, Jobs and Fair Work

From: TS Official

Sent: 01 February 2018 17:14

To: Minister for Transport and the Islands Subject: RE: Ferry Discussion in Comhairle nan Eilean Siar
between Mr Brown and Roddy Mackay (leader of council)

Thanks for forwarding. Mr Yousaf recently received a similar letter from Dr Allan, as
constituency MSP; | ] is dealing and has already commissioned CMAL to make
some quiet enquiries regarding the availability and cost of the MV Clipper Ranger.

[ OUT OF SCOPE

From: TS Official
To: Kevin Hobbs CMAL
Subject: Clipper Ranger.

Kevin
We are dealing with some correspondence from Dr Allan regarding the possible
provision of an additional vessel on the Ullapool — Stornoway Route. The reply is due

on 9 February 2018.

[ OUT OF SCOPE
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[ ] recalls that you mentioned the potential availability of the MV Clipper Ranger.
We don't want you to make any enquiries but can we have your latest understanding -
last year you thought she would be released from Irish Sea services. Is this the

case. ?

Do you have an idea of what the likely charter costs would be?

This will help us consider how to gauge our reply to Dr Allan. ( Is the vessel
available and can we afford to charter the vessel over a limited period)

From: Kevin Hobbs CMAL

Sent: Friday, 2 February 2018 10:54
To: TS Official

Subject: RE: Clipper Ranger.

I have spoken with Alistair.
The simple explanation is below

1. [OUT OF SCOPE
]

2. Provided this happens the Clipper Ranger may become surplus to requirements
on the Seatruck Trade Routes — the date for this is Autumn (Sept/Oct) 2018

3. The vessel will therefore not be available until Sept/Oct 2018

4. If it becomes available the intention is to sell the vessel- | understand the price
required will be circa [ Redacted ]

5. [ Out of Scope

6. They would therefore not time charter Clipper Ranger and even if they are
persuaded then there would be the long standing issue of “Crew and Poverty
Pay” .

7. [OUT OF SCOPE

Chief Executive Officer
Caledonian Maritime Assets Limited | Storas Mara Cailleannach Eta

From: TS Official

Sent: 02 February 2018 13:12
To: Kevin Hobbs CMAL
Subject: Re: Clipper Ranger.

Thanks V much. Do you know the age of the Clipper Ranger? | don't hold out much
hope of getting the money but we should run through the potential cost/benefit against
other medium-term options.

From: Kevin Hobbs

Sent: Friday, 2 February 2018 14:01
To: TS Officials

Subject: RE: Clipper Ranger.
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1998 vintage.

Chief Executive Officer
Caledonian Maritime Assets Limited | Storas Mara Cailleannach Eta

From: TS Offcial

Sent: 22 February 2018 18:37

To: TS Official; Kevin Hobbs CMAL
Subject: Clipper Ranger

|}

Kevin

[ OUT OF SCOPE
]

Kevin, if you are speaking to Alistair Eagles the only thing worth checking is that
availability of the CR is still expected to be Sept/Oct even if it goes on the market
earlier.

From: Kevin Hobbs CMAL
Sent: 23 February 2018 17:04
To: TS Officials

Subject: RE: Clipper Ranger

Yes potential for release from their services in Sept/Oct as | understand it.

Chief Executive Officer

Caledonian Maritime Assets Limited | Storas Mara Cailleannach Eta
----- Original Message-----

From: ClIr. Roddie Mackay - Leader cne-sir Council

Sent: 06 March 2018 08:14

To: Minister for Transport and the Islands

Subject: Fwd: Ferry Capacity - Clipper Ranger

> Morning Humza

>

> You'll have had a busy couple of weeks and hopefully things will settle down now.

>

> Can you let me know if there has been any progress in checking out the Clipper
Ranger. | got a call immediately before my recent meeting with Keith Brown to say that
it could be made available for this summer and so | asked the minister to investigate
and he assured me that he would pass the information to yourself and that | would hear
back.

>

> | know that subsequent to that there have been conversations between the Clipper
Ranger owners, Seatruck and CMAL so | would appreciate an update on where we are
as there is considerable interest in the issue here in the islands as we face another
summer of missed economic opportunities and frustration from residents as they are
faced with ongoing travel difficulties for months. Ferry access to and from the islands
has gone backwards in the past couple of years and we need to reverse that.

>
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>
> Roddie Mackay
> Council Leader
> Combhairle nan Eilean Siar
From: TS Official
Sent: 06 March 2018 17:07
To: Minister for Transport and the Islands TS Officials
Subject: FW: Ferry Capacity - Clipper Ranger

Please see attached draft reply, with thanks to [ [l ]. This is based on the reply to
Alasdair Allan which is currently with us for redraft.

There is more info on the Clipper Ranger in [ |l I's note to the Minister of 9
February, attached for ease of reference, [ REDACTED

There is a linked press query from BBC Stornoway - copying TS Comms.
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Minister for Transport and the Islands ™, | Scottish Government
Humza Yousaf M5P > 4 Rioghaltas na h-Alba
i | gov.scot

T: 0300 244 4000
E: scottish.ministers@gov.scot

Councillor Roddie Mackay
Combhairle Nan Eilean Siar, Council
Sandwick Road

STORNOWAY

Isle of Lewis

HS1 2BW

20 March 2018
Dear Roddie

Thank you for your email of 6 March 2018 reguesting an update on progress in checking out
the suitability and availahility of the MY Clipper Ranger for deployment as an additional
freight ship on the Stomoway — Ullapool ferry senvice.

Following consuliation, | have approved additional sailings in recent years to provide
additional capacity in the summer timetable. The addition of these services has helped to
manage continued growth in demand to travel on the route, with the MY Loch Seaforth able
to carmy significantly more passengers and cars during peak summer 2017 than during the
comparahble period in 2016. The recent introduction of the new Mallaig-Lochboisdale service
and the deployment of the MV Isle of Lewis to a dedicated Oban-Castlebay service have
also provided significant additional vehicle capacity and opportunities to travel on services o
the Outer Hebrides.

The Yessel Replacement and Deployment Plan 2015 identified the Outer Hebrides routes as
one of four priorities for the Clyde and Hebrides network. The Vessel Replacement and
Deployment Plan 2016, published on 31 January 2018, confirmed that work is now undenvay
to appraise, and subsequently to deliver an, long-term options for ferry services to, from and
within the Western Isles including the Stomoway-Ullapool service. The consultants Peter
Brett Associates (PBA) are conducting the study and will be advised by a reference group
including Comhaire nan Eilean Siar and HITRANS. As with any such study thers will be
substantial public and stakeholder consuliation including plans for on-board surveys during
the popular summer tourism season.

CMAL have investigated the charter of an additional vessel on the Stomoway — Ullapool
route, and were aware of the potential availability of the MV Clipper Ranger which had
previously served for a short time as a freight-only vessel alongside the MV Isle of Lewis
before the deployment of the MV Loch Seaforth. Following your recent meeting with Keith
Brown, | have asked CMAL for an update. They have reported that the MY Clipper Ranger
is currently deployed by her owners, Seatruck Ferries, on Ifish S=a routes and will remain in
senvice there for the coming summer. She does not, therefore, offer a shor-term option for
increased freight capacity on Stomoway-Ullapool.
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| have asked CMAL and CalMac to continue to monitor the market for any suitable vessels
which might become available for the Clyde and Hebrides fleet.

Significant growth in traffic, particularly valuable visitor traffic, has heen achieved in recent
years following this Government's substantial investment in vessels, harbours, sailings and
reduced fares. | will continue o work with CalMac and CMAL to seek to make best use of
the available capacity for the network as a whole.

U ore

HUMZA YOUSAF

@) fw:’e‘ O

L TR

S Atlantic Quay. 150 Broomielaw, Glasgow G2 8LU
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From: TS Official
Sent: 09 February 2018 11:09
To: Minister for Transport and the Islands TS Officials
Subject: MACCS - Copy of case 2018/0003111 forwarded for approval

Please find the attached documents...

As requested, | attach background information requested by the Minister Following Mr
Brown’s meeting with Roddie Mackay, leader of Comhairle nan Eilean Siar and Calum
Maciver, Director of Development Department at Comhairle nan Eilean Siar on 1
February 2018.

Cllr Mackay raised these issues with Mr Yousaf previously in correspondence and at a
meeting in Stornoway.

According to press reports of that meeting on 13 July 2017, Mr Yousaf indicated that
securing a second vessel on the Stornoway — Ullapool remains a 'priority’ for the Scottish
Government.

Analysed ferry carrying data for Summer 2016 shows that Stornoway — Ullapool was
indeed a busy route, with vehicle deck utilisation averaging close to 70% in the 9 week
peak period. At this level, certain days and sailings will certainly be fully booked. Data
for Summer 2017 indicates that, week on week, vehicle carryings have continued to
grow, with the MV Loch Seaforth carrying on average, over 7% more cars in peak weeks
than the previous year. Most encouraging., passenger numbers are up almost 5% on
average during those weeks — almost 10 years after the introduction of RET to this
service.

Clearly accommodating continued growth at this level will present challenges for ferry
services but also for local roads, public transport and accommodation and service
providers to meet growing demand.

The STAG appraisal announced on 31 January 2018 will look at the long term options
for Stornoway — Ullapool, within the context of the whole Outer Hebrides chain.

The arrival of the new vessel on the Uig — Tarbert — Lochmaddy services will provide
additional capacity on services to the Outer Hebrides and the Uig — Tarbert leg will have
the potential to relieve pressure on Stornoway — Ullapool.

Cllr Mackay specifically asked about the availability of the MV Clipper Ranger which
was chartered to the route for a period in 2014 — 2015.

Last year we investigated the provision of an additional vessel on the Ullapool —
Stornoway route — please see | I's undernoted email dated 25 July 2017 highlighting
that CalMac’s indicative costing for a 28 night lease, including crew costs, fuel costs,
berthing costs, lease costs and port staff costs is for [ REDACTED ] No conclusion was
reached at that time.

1. We recently asked Kevin Hobbs CEO of CMAL to confirm the position with the availability of the
MV Clipper Ranger. On 2 February 2018, Mr Hobbs confirmed the following:-
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The Scottish Parliament
Parlomaid na h-Alba

ALASDAIR ALLAN o
MSP for the Western Isles - BPA airson nan Eilean Siar §
]

Humza Yousaf MSP

Minister for Transport & Islands
Transport & Islands

St. Andrew's House

Regent Road

Edinburgh

EH1 3DG

Our Ref: AA1580 25 January 2018

Dear Humza,
Re: Stornoway — Ullapool service

I am writing regarding progress on Scottish Government efforts to find an additional vessel
to serve the Stornoway — Ullapool ferry route.

As you will be aware from our past discussions on this topic, there were particular acute
pressures on the service this summer due to increased tourist numbers. While the economic
benefits of increased tourism are obviously to be welcomed, this did create numerous
problems for residents - espedially those who needed to leave the island at short notice.

I am informed that early indications from the local tourism body have shown that
tourist numbers are set to substantially increase on what must have been a record-high year
in 2017.

I would therefore be grateful to know what progress the Scottish Government has made in
finding an additional vessel to charter. I would also be grateful for an update on when the
new vessel for the Uig Triangle is anticipated to enter service.

1 look forward to your reply.

Alasdair Allan MSP

20 Kenneth Street, Stornoway, Isle of Lewis, HS1 2DR
20 Sraid Choinnich, Stedrnabhagh, Eilean Leddhais, HS1 2DR
Phone /Fon 01851 700357
Email/post-d; alasdair.allan.msp@parliament.scol
websiteflarach-lin: www.alasdairallan.scot
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Original Message
From: TS Comms
Sent: Tuesday, 6 March 2018 17:21
To: TS Officials
Subject: Ferry Capacity - Clipper Ranger - BBC (Stornoway)

SpAds,

[ OUT OF SCOPE

The following lines have been provided by officials, thanks.

A Transport Scotland spokesperson said:

[ OUT OF SCOPE

]

“Our Vessel Replacement and Deployment Plan, which has been agreed by Scottish
Ministers, identified the Outer Hebrides routes as a priority. Work is already underway
to appraise, and subsequently to deliver on, further improvements to the ferry services
to the Western Isles including the important Ullapool-Stornoway route.”

ENDS

From: SG Official

Sent: 07 March 2018 13:49
To: TS/SG Officials
Subject: CLIPPER RANGE

Hope all is well since | last saw you.

[ OUT OF SCOPE

]

In my capacity as Location Director for the OH, | am being increasingly asked about the
issue of ferry capacity and about the possibility of inclusion from the Clipper range to
improve the situation. It would be really helpful if you could let me have lines to take in
this area regarding the ferry for now please. There are at least 2 upcoming ministerial
visits in the Spring and this issue will appear on the general part of the brief. | know I
am going to be asked about this by a minister next week who is the local MSP so that’s
why | would be really appreciative.

Deputy Director, Finance (Financial Services)
The Scottish Government

From: TS Official

Sent: 07 March 2018 15:19

To: TS/SG Officials

Subject: RE: CLIPPER RANGE
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We are dealing with a series of MSP/Comhairle queries re: additional freight capacity
for Stornoway-Ullapool some of which refer to the Clipper Ranger in particular; one is
from Dr Allan but | do not think any replies have as yet issued from Mr Yousaf.

Attached are the approved press lines issued most recently to BBC Stornoway
yesterday.

Once we have a signed letter from Mr Yousaf | can pass that on too.

From: Kevin Hobbs CMAL
Sent: 19 March 2018 11:32
To: TS Official

Subject: FW: Clipper Ranger

Chief Executive Officer

From: Alistair Eagles SEATRUCK
Sent: 15 March 2018 13:26

To: Kevin Hobbs CMAL

Subject: Clipper Ranger

Kevin

Following our call on Monday we are now able to provide the following indications on
the Clipper Ranger (picture att on the freight berth in Ullapool). All of the points below
remain subject to BOD approval at this early stage.

Option 1 — outright purchase
1. The Clipper Ranger could be purchased by CMAL or other nominated Scottish
Govn owned company.
2. The earliest delivery date that the vessel could be a made available would be
Sat 30 June 2018
3. The delivery point would be the Seatruck Ferries terminal Liverpool
4. Purchase [ REDACTED ]

Option 2 — bareboat charter
1. On the basis of a long term BB charter to CMAL or other nominated Scottish

Govn owned company, owners would sell the vessel to an investment

company.
. The new owners would require a firm BB period of 5 years with 2 x further 1 year
options, giving up to a total of 7 years in charterers option.
The earliest date that the charter would commence would be Sat 30 June 2018.
. The delivery point would be the Seatruck Ferries terminal Liverpool
. [ REDACTED

N

oA W

Notes on both options
1. The vessel is currently fitted with the standard stern door with a narrow section
in the centre of the door. See pic 1. Owners believe that the vessel can operate
on the roro ramp in Ullapool and the new pax ramp in Stornoway in this
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configuration, (subject to double checking). The ship will not fit the Stornoway
old freight berth for cargo operations with this central section, or the Uig berth on
Skye.

. Once the vessel has changed hands current owners are happy to manage the
adaption of the ramp as previously done. See Pic 2 and ‘ramp mod pdf’. This
would permit the vessel to also be able to work cargo on the old Stornoway
freight berth and in Uig. It will still fit Ullapool and Stornoway new berth. Checks
would need to be made ref Aberdeen, Orkney and Shetland. Note that without
the adaption the vessel could still layover on the old Stornoway freight berth with
no cargo operations and crew safe access via gangway.

. If the ramp adaption is required it would be done in Liverpool by CL. An
indicative quote has been provided [ REDACTED ] The timescale could
be reduced with 24 hour working but this would cost more. The job would be
managed by the current owners and the cost passed onto CMAL on an open
book basis.

. The vessel is currently fitted with a Ballast Water Treatment system but this
would be removed by the current owners as it would be required by another
vessel in the fleet. If CMAL wanted the BWS to remain in situ it could be
purchased from current owners for a [ REDACTED ] Pls note that the vessel
is not fitted with a fresh water generation system.

. Last time the vessel traded on the Ullapool route an extra winch was fitted on
the upper deck. Owners believe that this is no longer required due to the berth
improvements in Ullapool but would suggest that this is double checked with the
Harbour Master. The winch can be fitted if required at cost.

. Current owners would work closely with CMAL regarding crewing to enable a
smooth handover. That said the Master & CQO’s on the vessel have Liverpool &
Dublin PEC’s which are valuable to the current owner so these crewmembers
and maybe also the CE’s could not be transferred in this instance. Transfer of
the experienced ratings would not be an issue.

. Some crewmembers on the vessel do not currently earn NMW and CMAL are
aware of the Unions previous stance on this issue when the vessel previously
traded for CalMac. Of course this can easily be addressed once the vessel has
transferred as was the case with the Hildasay and Helliar

. In terms of ultimate charterer of the vessel then it may make more operational
sense for this to be Serco rather than CalMac as they already mange 2 sister
vessels? Obviously this assumes that the vessel will be used for both CalMac
and Northlink at different times of the year.

. In terms of timescale and given that a similar process has been undertaken
before it is felt from owners side that the legal structure would be relatively
simple to put together

10. Note that for current owners to progress with option 1 or 2 a number of other

things would need to happen on the owners side. Therefore this indication is on
the basis of agreement being reached by end April 2018 latest.

11. All aspects of this negotiation and potential deal to remain strictly P&C at all
times.

A copy of the DNV class report is att. as of today. The vessel can be inspected in
Liverpool every Friday.

| trust this helps. Pls let me know if you have any further questions at this stage?

Best regards
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Alistair
Alistair Eagles Seatruck Ferries Limited
CEO North Quay, Port of Heysham
Heysham
Lancashire

United Kingdom LA3 2UH
www.seatruckferries.com

FYI — we can pick up with Kevin at Thursday afternoon’s TS/CMAL Liaison meeting.

During a telecon in advance of Kevin forwarding these details, [ REDACTED

]

Following Thursday’s meeting we can come to a view on a further update to the
Minister.

From: TS Official

Sent: 20 March 2018 20:33

To: TS Officials

Subject: Re: Transport Scotland Directors fortnightly meeting with Mr Yousaf- at Parliament 22 March -
9.45-11.15

| suspect it is the Ullapool-Stornoway route and proposals from CnES to bring in the freighter,
MV Clipper Ranger, on to the route. Mr Yousaf issued a MACCS case today.

In parallel with that Kevin Hobbs has been following up on that vessel's availability. We are due
to discuss this issue with CMAL on Thursday afternoon.

[ - ]'s team can dig out and forward you recent exchanges.

From: TS Official

Sent: 21 March 2018 09:02

To: TS Officials

Subject: RE: Transport Scotland Directors fortnightly meeting with Mr Yousaf- at Parliament 22 March -
9.45-11.15

Please see the latest advice regarding the Clipper Ranger from Kevin Hobbs in the attached email.

| have also attached the various pieces of correspondence that we have dealt with concerning the call
for an additional vessel on the Ullapool — Stornoway route.

From: TS Official

Sent: 21 March 2018 11:30
To: TS Officials
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Subject: RE: Transport Scotland Directors fortnightly meeting with Mr Yousaf- at Parliament 22 March -
9.45-11.15

[ REDACTED

]

Kevin’s email yesterday indicates that the Clipper Ranger could be available as early
as 30 June 2018 so the reply to Roddie Mackay which stated that she was not
available for Summer 2018 has already been superseded and | expect you will want to
inform the Minister of that tomorrow unless you want a note to go up in advance.

[ REDACTED

From: TS Official

Sent: 22 March 2018 17:04

To TS Officials

Subject: Re: Transport Scotland Directors fortnightly meeting with Mr Yousaf- at Parliament 22 March -
9.45-11.15

[ REDACTED ] cover Clipper Ranger and other
potential short-term actions. Clipper Ranger does not really help to address catastrophic short
term failures as she would be limited to S-U and NIFS routes.

I'm happy to kick off a draft tomorrow whilst it's fresh in my mind that Margaret's team can
input to.

From: Kevin Hobbs CMAL

Sent: Tuesday, 17 April 2018 16:49
To: TS Official

Subject: Clipper Ranger

As discussed this morning this is the current position regarding Clipper Ranger

o STF intend to replace the Clipper Ranger with a larger owned ferry during 2018

o This unit thereafter is surplus to requirements and will be marketed “For Sale”

« Earlier advice was that the vessel could be released from STF Liverpool —
Dublin Services in Sept 2018

« Recent advice is that it could be released on 30" June 2018 — although we
would need to declare that within April 2018

o They will not Time Charter the Vessel and in any event for our purposes it would
cause the re-ignition of the debate about “poverty pay”

e They have advised that SG could purchase the vessel[ REDACTED

e The other option is that Seatruck Sell this vessel to Fortress (as they did with
Helliar and Hildasay) ; this would come with an SG Commitment to Bareboat
Charter the Vessel for 5 years option 2 years (in charterers option)
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[ 1 was present when we had a wide ranging discussion with SERCO NL.

[ REDACTED
]

There are peaks in freight activity and my understanding was that an additional vessel
such as Clipper Ranger could be used to positive effect for 4 or 5 months per year on
the Northern Isles. It could also be used on the Ullapool Route in July and August as a
freight vessel thus allowing the overnight freight service (Loch Seaforth) to become a
passenger service thus allowing 3 passenger rotations as opposed to 2 rotations.

There is also the matter of the docking of the Ropax vessels annually x 3 equating to
some 7 weeks plus the freighters.

There is the matter of additional resilience.

If the assessment above is correct then there is a requirement for an additional vessel
for circa 8 months per annum.

The balance could yield income by chartering the vessel to third parties when surplus
to requirements.

My recommendation would be to allow SERCO NL to run the vessel and it would be
chartered to CalMac for say July/August each year to cover costs etc.

| am sure that you can find out from SERCO NL the annualised cost of running these
vessels or if | am allowed | can look at the overall costs and make an assessment
alongside SERCO NL.

Chief Executive Officer

Caledonian Maritime Assets Limited | Storas Mara Cailleannach Eta
From: TS Official

Sent: 17 April 2018 17:50

To: Kevin Hobbs CMAL / TS Officials

Subject: Re: Clipper Ranger

Kevin

Many thanks for this and for your follow up voicemail. This looks like what we will need
for the immediate purpose of briefing Ministers on the availability/cost/risks around the
vessel for S-U this summer and | can, in consultation with colleagues in copy, set that
in the wider context of forward planning for NIFS and whether there are any funds
available (CDEL or RDEL) to secure additional tonnage.

From: On Behalf Of Minister for Transport and the Islands
Sent: 26 April 2018 19:24

To: TS Official

Subject: Copy of amended draft: 2018/0011060

Are we able to include a line that states there may be a possibility Seatruck will sell the
vessel on the open market, could that be included please?
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Please also include a line stating we’ll monitor the situation and before we make a
decision to purchase a vessel we have to take into consideration our current budgetary
constraints.

I'll return the case for redraft.

Private Secretary to the Minister for Transport and the Islands

From: TS Official

Sent: 19 April 2018 15:51

To: Minister for Transport and the Islands TS Officials

Subject: MACCS 2018/0011060 - PO Deadline 18/04/18 - request for update

| refer to my email dated 9 February 2018 regarding the correspondence from Dr A
Allan regarding the Stornoway — Ullapool Ferry service and a request for an additional
vessel.

The Minister has received a series of letters concerning additional tonnage for the
Stornoway — Ullapool route this summer. Namely , Donald Cameron MSP, Rhoda Grant
MSP, ClIr Roddie Mackay and ClIr Uisdean Robertson

| attach in particular the correspondence from Rhoda Grant dated 10 February 2018
and the reply.
See attached.

At our request CMAL provided a further update on 17 April 2018 on the availability of
the MV Clipper Ranger.

CMAL have replied as follows:-

e Seatruck Ferries (STF) intend to replace the Clipper Ranger with a larger
owned ferry during 2018

e This unit thereafter is surplus to requirements and will be marketed “For Sale”

« Earlier advice was that the vessel could be released from STF Liverpool —
Dublin Services in Sept 2018

« Recent advice is that it could be released on 30" June 2018 — although we
would need to declare that within April 2018

e STF will not Time Charter (A time charter is the hiring of a vessel for a specific period of
time; the owner still manages the vessel but the charterer selects the ports and directs the vessel
where to go. The charterer pays for all fuel the vessel consumes, port charges, commissions,

and a daily hire to the owner of the vessel. ) the Vessel and in any event for our
purposes it would cause the re-ignition of the debate about “poverty pay”

e They have advised that Scottish Government could purchase the vessel [
REDACTED

e The other option is that Seatruck sell this vessel to Fortress (as they did with the
freighters - Helliar and Hildasay) ; this would come with an SG Commitment to
Bareboat Charter the Vessel for 5 years or so.

The availability of the MV Clipper ranger has therefore changed since the Minister’s
previous reply to Rhoda Grant. However, the vessel is still not being made available by
Seatruck for the short-term summer charter to cover peak demand on the Stornoway —
Ullapool route.
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Other considerations

CMAL advise, above, that we could only secure the MV Clipper Ranger on a full time
basis either through purchase or long term charter.

There are peaks in Northern Isles freight activity and an additional vessel such as the
MV Clipper Ranger could be used to positive effect for 4 or 5 months per year she could
also be used on the Ullapool Route in July and August as a freight vessel thus allowing
the overnight freight service (MV Loch Seaforth) to become a passenger service thus
allowing up to 3 passenger rotations daily as opposed to 2 rotations at present.

That would account for up to 7 months of the vessel’s time; at other times she could be
used for dry dock cover on the Northern Isles and add resilience (as a spare freight
vessel) or potentially be chartered out for short — term periods

Emerging Options
e Purchase the MV Clipper Ranger for circa. [ REDACTED

]

e Consider a Bareboat Charter agreement of the MV Clipper Ranger for 5 years
(assuming Seatruck will sell to Fortress). This will [ REDACTED

]

Neither Stornoway — Ullapool nor the Northern Isles have been identified as our top
priorities for increasing capacity. However, unlike other higher priorities, such as Islay,
there is a potential (if partial) solution available, but with significant budgetary
implications.

Subject to the Minister’s views we will provide more considered advice.

Draft reply to Rhoda Grant MACCS case 2018/0011060

Ferries Unit — Aviation, Maritime, Freight & Canals
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Minister for Transport and the Islands P 4 | Scottish Government
Humza Yousaf MSP > 4 Riaghaltas na h-Alba
gov.scot

T: 0300 244 4000
E: scottish.ministers@gov.scot

Ms Rhoda Grant MSP
The Scottish Parliament
EDINBURGH

EH99 1SP

Our ref:  2018/0011060
April 2018

Thank you for your email dated 20 March 2018 concerning the Stornoway — Ullapool
ferry service.

In my recent reply to your letter of 20 February 2018 | noted that Caledonian Maritime
Assets Ltd (CMAL) reported that reported that the MV Clipper Ranger is currently
deployed by her owners, Seatruck Ferries, on Irish Sea routes and will remain in service
there for the coming summer. She does not, therefore, offer a short-term option for
increased freight capacity on Stornoway-Ullapool.

| have received updated advice from CMAL informing me that the vessel could possibly
be released at the end of June 2018. However, the advice indicates that Seatruck
Ferries will not charter the vessel on a short term basis to provide additional freight
capacity for the Stornoway — Ullapool service this summer.

There may be a possibility that Seatruck will look to sell the vessel on the open market
however, this would be at a potentially substantial cost to the Scottish Government.
The Scottish Government’s budget for 2018-19, as approved by the Scottish
Parliament, is fully committed.

In the meantime, | will continue to work with CalMac and CMAL to seek to make best
use of the available capacity for the network as a whole.

HUMZA YOUSAF
From: Special Adviser, TS Official
Sent: 11 May 2018 16:09
To: TS Officials / TS Comms
Subject: RE: BBC Stornoway - Clipper Ranger lease - lines for clearance

Ok thanks.

From: TS Comms

Sent: 11 May 2018 16:08

To: Minister for Transport and the Islands; TS Officials

Subject: BBC Stornoway - Clipper Ranger lease - lines for clearance
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Spads,

The leader of Western Isles Council has apparently held talks with Seatruck about the
potential of a five-year lease of the MV Clipper Ranger as an auxiliary vessel for the
Clyde and Hebrides network.

BBC Stornoway have asked for a comment on this — grateful for consideration of the
suggested lines below.

Thanks,
A Transport Scotland spokesman said:

“Following local feedback last year, extra sailings have been incorporated in timetables
for this summer, including on the Stornoway-Ullapool route.

“The recent introduction of the new Mallaig-Lochboisdale service, the deployment of
the MV Isle of Lewis to Oban-Castlebay, and using demand management measures
around the network, will all help alleviate forecast pressure on services to the Western
Isles.

“CalMac and CMAL explore all options available to them, including leasing, but
availability of suitable vessels is limited and there are costs involved. We will continue
to monitor the open market, but any decision would have to factor in current budgetary
constraints.”

Background info:

e Since 2007, the Scottish Government has invested over £1 billion in ferry
services across the Clyde and Hebrides and, as reported by Audit Scotland, is
continuing to invest in new vessels and ferry infrastructure to renew the Clyde
and Hebrides fleet, bringing newer and more resilient vessels.

e Our recently published Vessel Replacement and Deployment Plan shows how
existing, planned and prospective vessels could be deployed across the Clyde
and Hebrides network to deliver the commitments set out in the Scottish Ferries
Plan, and better address forecast demand. Future vessel provision on the Clyde
and Hebrides ferry service network will be based on the conclusions set out in
the report and the affordability of those proposals.

e This Vessel Replacement and Deployment Plan also identified the Outer
Hebrides routes as a priority. Work is already underway to appraise, and
subsequently to deliver on, further improvements to the ferry services to the
Western Isles including the important Ullapool-Stornoway route.

From: TS Comms
Sent: 11 May 2018 11:29

To: TS Officials
Subject: BBC Stornoway - Clipper Ranger lease

Team,

BBC Stornoway are following up comments from Western Isles Council, claiming we’re
looking at getting the MV Clipper Ranger in as an additional vessel for the CHFS
network on a five year lease.
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Let me know what we can say...

Communications Officer
Transport Scotland

From: TS Official

Sent: 11 May 2018 14:15

To: TS Officials

Subject: RE: BBC Stornoway - Clipper Ranger lease

Do you have the comments from the Council?

[ REDACTED

]

Our last letter to the Council leader attached — signed copy hasn’t come back to us yet
so we have to assume it went as drafted — but you can perhaps bring add some of
these lines. | don’t think the situation has changed since. CMAL have told us that
SeaTruck are not interested in a time charter but would sell (CMAL'’s last advice to us
was unfortunately silent on the option of a bareboat charter / lease but previously they
were reluctant to do this for NIFS — did so in the end under pressure from Ministers).

A lease would mean taking possession of the vessels all year whereas even the
Council have only identified a need during the summer. So a short-term charter would
be the appropriate solution, which SeaTruck are not offering and which we cannot
currently afford.
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Minister for Transport and the Islands G 4 | Scottish Government
Humza Yousaf MSP > 4 Riaghaltas na h-Alba
gov.scot

T. 0300 244 4000

E: scottish.ministers@gov.scot
Councillor Roddie Mackay
Leader
Combhairlie nan Eileen Siar
Sandwick Road
Stornoway
HS1 2BW

Thank you for your email dated 22 March 2018 concerning the Stornoway — Ullapool ferry
service.

In my recent reply to your letter of 20 March 2018 | noted that Caledonian Maritime Assets
Ltd (CMAL) reported that the MV Clipper Ranger is currently deployed by her owners,
Seatruck Ferries, on Irish Sea routes and will remain in service there for the coming summer.

Since | wrote to you | have received updated advice from CMAL informing me that the
vessel could possibly be released at the end of June 2018. However, the advice indicates
that Seatruck Ferries will not charter the vessel on a short term basis to provide additional
freight capacity for the Stornoway — Ullapool service this summer. She does not, therefore,
offer a short-term option for increased freight capacity on Stornoway-Ullapool.

There may be a possibility that Seatruck will look to sell the vessel on the open market.
We will monitor the situation closely. Before a decision is made to consider purchasing a
vessel we will have to carefully consider our current budgetary constraints.

In the meantime, | will continue to work with CalMac and CMAL to seek to make best use
of the available capacity for the network as a whole.

HUMZA YOUSAF

From: TS Comms

Sent: 11 May 2018 11:29

To: TS Officials

Subject: BBC Stornoway - Clipper Ranger lease

Team,

BBC Stornoway are following up comments from Western Isles Council, claiming we're
looking at getting the MV Clipper Ranger in as an additional vessel for the CHFS network
on a five year lease.

Let me know what we can say...

Communications Officer

Transport Scotland

From: TS Comms

Sent: 11 May 2018 14:24

To: TS Officials

Subject: RE: BBC Stornoway - Clipper Ranger lease
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The comments are just as below — highlighted in red — so it’s safe to say the “five year
deal’ line is wrong?

From: TS Official

Sent: 11 May 2018 14:50

To: TS Officials

Subject: RE: BBC Stornoway - Clipper Ranger lease

| have been on leave for a week but I'm sure someone would have told me if this was in the
offing!

So yes, this is wrong.

From: TS Comms

Sent: 11 May 2018 14:56

To: TS Officials

Subject: RE: BBC Stornoway - Clipper Ranger lease

In that case, how does this sound?
R.
A Transport Scotland spokesman said:

“Following local feedback last year, extra sailings have been incorporated in timetables for
this summer, including on the Stornoway-Ullapool route.

“The recent introduction of the new Mallaig-Lochboisdale service, the deployment of the
MV lIsle of Lewis to Oban-Castlebay, and using demand management measures around
the network, will all help alleviate forecast pressure on services to the Western Isles.

“CalMac and CMAL explore all options available to them, including leasing, but availability
of suitable vessels is limited and there are costs involved. We will continue to monitor the
open market, but any decision would have to factor in current budgetary constraints.”

Background info:

Since 2007, the Scottish Government has invested over £1 billion in ferry services across
the Clyde and Hebrides and, as reported by Audit Scotland, is continuing to invest in new
vessels and ferry infrastructure to renew the Clyde and Hebrides fleet, bringing newer and
more resilient vessels.

Our recently published Vessel Replacement and Deployment Plan shows how existing,
planned and prospective vessels could be deployed across the Clyde and Hebrides
network to deliver the commitments set out in the Scottish Ferries Plan, and better address
forecast demand. Future vessel provision on the Clyde and Hebrides ferry service network
will be based on the conclusions set out in the report and the affordability of those
proposals.

This Vessel Replacement and Deployment Plan also identified the Outer Hebrides routes
as a priority. Work is already underway to appraise, and subsequently to deliver on, further
improvements to the ferry services to the Western Isles including the important Ullapool-
Stornoway route.
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From: TS Offical
Sent: 11 May 2018 16:52
To: TS Officials
Subject: Re: BBC Stornoway - Clipper Ranger lease

Thanks
I'll follow this up with Kevin Hobbs.

From: TS Comms

Sent: Friday, 11 May 2018 15:50

To: TS Officials

Subject: RE: BBC Stornoway - Clipper Ranger lease

As further info — apparently the council leader has spoken to the head of Seatruck and is
claiming we could get a five year lease for XXm pounds.

This obviously doesn’t change our position as (I assume) we haven’t spoken with them
ourselves, just for added background to the query.

Will put the lines below up for clearance at 4pm.

R.

From: TS Comms

Sent: Friday, 11 May 2018 17:55

To: Minister for Transport and the Islands; TS Oficials

Subject: RE: BBC Stornoway - Clipper Ranger lease - lines for clearance

My understanding is that it could become available after June, but the company is not
interested in a short term lease.

I've redrafted the pertinent line to cover this, and the Minister’s point about not having the
budget for a long term leasing arrangement.

From: TS Comms

Sent: 11 May 2018 19:57

To: Minister for Transport and the Islands TS Officials

Subject: Re: BBC Stornoway - Clipper Ranger lease - lines for clearance

Cheers, will issue just now.

From: Minister for Transport and the Islands

Sent: Friday, 11 May 2018 19:50

To: TS Comms / Officials

Subject: Re: BBC Stornoway - Clipper Ranger lease - lines for clearance

Mr Yousaf has made a minor amendment. Please see below.

A Transport Scotland spokesman said:

“Following local feedback last year, extra sailings have been incorporated in timetables for this
summer, including on the Stornoway-Ullapool route.
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“The recent introduction of the new Mallaig-Lochboisdale service, the deployment of the MV Isle of
Lewis to Oban-Castlebay, and using demand management measures around the network, will all
help alleviate forecast pressure on services to the Western Isles.

“While there have been conversations with Seatruck on the prospect of leasing the MV Clipper
Ranger, should it become available, the company is not interested in a short-term lease. Any long
term lease would come at a substantial cost in the millions of pounds."

Private Secretary to the Minister for Transport and the Islands
On 11 May 2018, at 16:58, TS Official

wrote:
Hi Kevin

BBC Stornoway have been on to us about claims from the Western Isles Council leader
Roddie Mackay that he has held talks with "the head of SeaTruck" and is saying we could
get a 5 year lease for £XXm (figure currently unknown to us). Last communication from you
on this from Alistair Eagles ruled out a short term time charter and only offered purchase
option - no option of a long lease / bareboat charter (perhaps because we didn't ask).

We are sticking to our existing lines (not much choice) but would be good to get SeaTruck's
version of events.

Given its 5pm Friday | am not pushing for an early response!

From: Kevin Hobbs CMAL

Sent: Friday, 11 May 2018 22:39
To: TS Officials

Subject: Re: Clipper Ranger

Richard
| have spoken to Alistair this evening.

He had a call from said Councillor about a month ago. He advised (as he has us) that the
Clipper Ranger may become available in September, which we already know.

[ REDACTED
]

The offer to TS via CMAL was a purchase option or a long term bareboat if you review my
Emails.

The preference is to sell outright. However they can arrange to sell to Fortress who already
own the Helliar and Hildasay which was a deal completed post the BB arrangement with
CMAL. [ REDACTED

]

STF would consider a deal to release the CR in July (previously June because time has
passed and no decision from TS) but is not certain as they would need to charter back
Arrow from IOMSPCO to cover the route.
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All of this was laid out in previous emails quite clearly to you and Graham.

Alistair advised if he received any calls from Scottish interests he would advise me
immediately in future so as not to cause embarrassment.

[ REDACTED
]+.

[ REDACTED

[ REDACTED

]

Please let me know how you wish to proceed or not as the case may be.

Kevin Hobbs

From: TS Official

Sent: 14 May 2018 08:57

To: Kevin Hobbs CMAL / TS Officials
Subject: Re: Clipper Ranger

Kevin

Thanks for the clarification. [ REDACTED
]

[l 1 - could you dig out the last advice that went up from [ [Jl] 1, | think in April?

[l 1 - could you provide details of the CV with SNF for the Helliar/Hildasay - from that
we should be able to extrapolate the operating costs for a full year to add to the bareboat
charter costs under this potential 5 year lease?

Our previous advice only, from memory, included estimated short term charter costs
because that was what CNES were pressing for.

From: Kevin Hobbs CMAL
Sent: 14 May 2018 09:03
To: TS Officials

Subject: RE: Clipper Ranger

We can for the time being work on the same charter rates etc.

| do not have visibility on the Operating costs for these vessels however my
recommendation would be that the vessel is operated by SNL and effectively chartered in
to cover peak periods on the Ullapool/Stornoway Route in the peak summer months.

Obviously time is tight and we would need some quick decisions to start a formal
conversation/negotiation with STF.
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Chief Executive Officer
Caledonian Maritime Assets Limited | Storas Mara Cailleannach Eta
From: (TRANS) TS Official
Sent: 17 May 2018 16:02
To: TS Officials
Subject: HY meeting readout

[ OUT OF SCOPE
]

HY would like reminded on vessel search activity including Seatruck
attitude to short term lease of Clipper Ranger. Could a note be prepared
please.

G-D: HY wants to engage with D Mackay on this. | will discuss further with
Roy and revert.

John

From: TS Official

Sent: 17 May 2018 16:37

To: TS Officials

Subject: RE: HY meeting readout

I've got what | need on Clipper Ranger so will aim to pull this into a draft note
tomorrow. Kevin was pretty open with the Mallaig-Armadale group yesterday about the
Greek vessel so | will cover that as well.

[ REDACTED

On 21 May 2018, at 12:44, TS Official
wrote:
Kevin

Mr Yousaf has asked for another update on the availability of the Clipper Ranger
specifically for a short-term lease/charter i.e. to address capacity pressures over the
summer. Your earlier advice indicates that this is not an option but, to be totally sure — as
this is what the Minister will say to the various politicians in the Western Isles pressing him
on this — could you ask Seatruck to confirm that they will not consider a short-term (e.g. 3
months) charter (bareboat or time) this summer?

From: Kevin Hobbs CMAL

Sent: Monday, 21 May 2018 18:15
To: TS Official

Subject: Re: Clipper Ranger

Richard
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As per our telecom this afternoon the CR is on Seatruck Duty in the Irish Sea ex Liverpool.
No time charter available at all.
Bareboat a possibility but only long term [ REDACTED ].

Purchase outright preferred [ REDACTED
]

Summer looking a doubt as 2 months has passed with no decision from our side. Probably
Autumn now.

Kevin Hobbs

From: TS Official

Sent: 21 May 2018 18:21

To: Kevin Hobbs CMAL; TS Official
Subject: Re: Clipper Ranger

Thanks Kevin, | am updating the Minister. He only asked about short-term charter so we
can close that off. If he wants to follow up on long-term (purchase or lease) options then |
will get back to you.

Richard

From: TS official

Sent: 18 May 2018 14:14

To: Minister for Transport and the Islands; TS officials

Subject: RE: MV Clansman propeller replacement - Update following CalMac's call with Mr Russell MSP

Following our call with the Minister | have set out below a short summary of the points
made by Mr Yousaf and the actions to be followed up.

e [ OUT OF SCOPE

]

e TS to consider a possible short-term lease of the MV Clipper Ranger to provide additional
freight capacity. ([ -] - [-] has already asked you for a paper on MV Clipper Ranger
and the Greek vessel following the TS Director’'s meeting with the Minister yesterday
afternoon.)

e [ OUT OF SCOPE

MV Clipper Ranger

MV Clipper Ranger is a ro-ro freight vessel owned by Seatruck. She is sister ship to the
MV Hildasay and MV Helliar, both now owned by Fortress, leased to CMAL and chartered
to Serco Northlink Ferries (SNF).
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Clipper Ranger was chartered by CalMac in 2014-15 to replace the freight vessel MV
Muirneag on the Stornoway-Ullapool overnight freight service prior to the full deployment of
the MV Loch Seaforth.

Due to her size, she can currently only operate the NIFS routes and Stornoway-Ullapool.
So she is not a solution for other popular freight routes such as Islay or (directly) the Uig
Triangle.

Although not due to be released from her current services until around September,
Seatruck have indicated to CMAL that she could be released in June — though they will
need serious indication of interest from SG as Seatruck will need to shuffle other vessels
in their fleet.

3 scenarios are considered below:

1. Short-term time charter (crewed)

2. Long-term bareboat charter (uncrewed)
3. Purchase

Initial cost estimates of these are summarised further below.

Short-term time charter

The vessel is not currently available and therefore will not help with the immediate issue of
the MV Clansman repair.

Combhairle nan Eilean Siar (CNES) and others have called for Clipper Ranger to be
deployed this Summer to relieve pressure on the MV Loch Seaforth. Having the Clipper
Ranger on the overnight freight run could attract some freight from the daytime sailings but
this is anticipated to be minimal unless further demand management measures were put in
place (the overnight sailing is already 10% cheaper for hauliers) to restrict freight use of the
daytime sailings.

In order for the introduction of the MV Clipper Ranger to increase usable capacity for
passengers and their cars, in particular tourists, CalMac would need to operate additional
late evening sailings with the MV Loch Seaforth in place of her current overnight freight
sailings — as the MV Isle of Lewis did on Wednesdays and Fridays in peak summer when
she was on the route.

However, Seatruck are not willing to provide her for a short-term time charter. This is the
latest position — do we want this confirmed by Kevin?

A short-term time charter would also be likely to provoke TU criticism of the employment of
Seatruck crew some of whom will be paid at sub-UK minimum wage level, as was the
situation with the Hildasay and Helliar on the NIFS services prior to Ministerial intervention
and the same of the vessels to Fortress.

Unless Seatruck can be persuaded to change their position, one of the other 2 options
would need to be pursued to secure the Clipper Ranger for this Summer.

Long-term lease
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Seatruck would sell the Clipper Ranger to Fortress who would then lease to CMAL in the
same way as they do the NIFS freighters. CMAL would then bareboat charter to CalMac —
so the vessel would be crewed by CalMac staff. Seatruck consider Fortress would require
a five-year deal — as was the case for NIFS. This could be tested in negotiations but given
Fortress will want a guaranteed return on investment they would be expected to increase
the annual lease cost for a shorter agreement — and so we might end up paying a similar
total price for a 3 year as for a 5 year deal.

Taking on the vessel year-round to meet short-term pressure on Stornoway-Ullapool would
mean having her spare for up to 9 months. She could offer overhaul cover for the NIFS
freighters (another 6 weeks) and MV Loch Seaforth (3 weeks) but would otherwise be idle
of over half the year. In that case there are some straightforward options:

- seeking short-term charter opportunities in the European market
- deploy as a third freight vessel on the NIFS routes as a response to reported capacity
pressures.

Evidently the former would offset costs and the latter would add to them — in addition, the
existing NIFS freighters are not currently worked to their full potential and it is questionable
whether a third freighter would address the real problem on NIFS which is capacity
pressure on the 2 ex-RBS ro-pax vessels (MV Hrossey and MV Hijattland) serving
Aberdeen-Kirkwall-Lerwick.

Above para is based on my v sketchy grasp of NIFS issues — please check challenge or
confirm!

A more complex and potentially controversial option would be to deploy the Clipper Ranger
for most of the year to Stornoway-Ullapool and using this as the basis of a re-design
services of services to the Outer Hebrides as follows:

- introducing a 2-vessel service to Stornoway-Ullapool would enable traffic using Uig-
Tarbert (Harris) to be displaced;

- the timetable for the Uig Triangle could therefore be reconfigured to give more sailings to
Lochmaddy and less to Tarbert — this would be popular with the Uists (and CNES
Transport Chair Uisdean Robertson) but not in Harris;

- this, in turn, might reduce or at least the delay the pressure for additional Mallaig-
Lochboisdale sailings and the potential need, identified in the VRDP 2016 report, for a
dedicated vessel for that route;

-[ REDACTED

]

Equally, the introduction of a second vessel on Stornoway-Ullapool would reinforce
Stornoway Port Authority’s case for SG investment in a second ferry terminal, which is one
component of their £60 million ‘masterplan’; though the ferry element is estimated at “only”
[£12 million].

However, these are exactly the sort of options which the current Outer Hebrides STAG will
be exploring and therefore an early decision to acquire the Clipper Ranger would effectively
determine the future shape of services for the next 5 years (under a lease arrangement).
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That said, it was never likely that the outcomes of the Outer Hebrides STAG would be seen
“on the ground” for at least 5 years given the lead times for vessel and harbour
investments.

It is clear that securing the agreement — however begrudging — of CNES and other local
stakeholders to this kind of ‘quid pro quo’ would be much more achievable if it was done as
early as possible and in time for the publication of the Summer 2019 timetable.

Purchase

The operational opportunities and limitations are the same as for the long-term lease option
and the choice between the two is therefore primarily a financial one.

Financial implications

1. Short-term charter

CalMac have previously provided estimated operating costs for the charter of another sister
vessel, the MV Arrow, and for purposes of this paper we have used those assumptions
(2017 prices). This was put to Ministers in July 2017 and we were not asked to pursue this
option at that time.

[ REDACTED ]

We could ask CalMac to revisit these estimates. However given Seatruck’s unwillingness
to consider a short-term charter, there seems little purpose in doing this at this time.

2. Long-term charter
This assumes deployment on Stornoway-Ullapool only, for 3 months each summer, with
the vessel laid up the rest of the year. The analysis of the option, above, sets out a number

of options for increasing or decreasing this cost.

[ REDACTED

3. Purchase

[ REDACTED

NB — this does not include any assumptions for:

- deployment on NIFS (cost)
- chartering out (potential revenue)
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- reconfiguration of Outer Hebrides services (potential offsetting RDEL and CDEL savings
or deferred expenditure)

Financial position

[ REDACTED

From: TS Official

Sent: 22 May 2018 11:21

To: Minister for Transport and the Islands; TS Officials
Subject: CalMac fleet - Clipper Ranger - 22 May 2018

Mr Yousaf requested an update on the estimated cost and availability of the MV Clipper
Ranger for a short-term charter following his phone calls last week with various
stakeholders concerned by recent disruption to CalMac services.

Availability

Although not due to be released from her current services until around September this
year, Seatruck have indicated to CMAL that the Clipper Ranger could be released in June
— though they will need serious indication of interest from SG as Seatruck will need to
shuffle other vessels in their fleet. NB — the vessel is not available now and therefore will
not help with the immediate operational issues around the MV Clansman repair.

However, Seatruck again confirmed yesterday that they are not willing to release her for a
short-term time charter. Seatruck have reiterated that the vessel could be made available
to SG/CMAL to either purchase, for around [ REDACTED ], or on long-term (5 year) lease
(in line with the agreements entered into by CMAL to secure the Clipper Ranger’s sister
ships, MV Hildasay and MV Helliar, for the NIFS services). We are looking at these options
and can provide a costed assessment of these on request.

A short-term time charter would also be likely to provoke TU criticism of the employment of
Seatruck crew some of whom will be paid at sub-UK minimum wage level, as was the
situation with the Hildasay and Helliar on the NIFS services prior to Ministerial intervention
and the sale of the vessels to Fortress.

Estimated costs

For the purposes of this note we have used estimated operating costs provided by CalMac
last year for the short-term time charter of another sister ship, the MV Arrow, (2017 prices).

[ REDACTED

]. We could ask CalMac to revisit these estimates. Given
Seatruck’s unwillingness to consider a short-term charter, there seems little purpose in
doing this unless that position changes.

[ REDACTED
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Operational restrictions

Combhairle nan Eilean Siar (CNES) and others have called for Clipper Ranger to be
deployed this Summer to relieve pressure on the MV Loch Seaforth on the Stornoway-
Ullapool service. Due to her size, she can currently only operate the Stornoway-Ullapool
route on the CHFS network. So she is not a solution for other popular freight routes such
as Islay or (directly) the Uig Triangle where the analysis published in the latest Vessel
Replacement and Deployment Plan shows the overall vehicle deck demand pressures are
higher.

Having the Clipper Ranger on the overnight Stornoway-Ullapool freight run could attract
some freight from Loch Seaforth's daytime sailings, thereby freeing up some space for
cars, but this is anticipated to be minimal unless further demand management measures
were put in place (the overnight sailing is already 10% cheaper for hauliers) to restrict
freight use of daytime sailings.

Therefore, in order for the introduction of the MV Clipper Ranger to make a significant
impact on usable capacity for passengers and their cars, in particular tourists, CalMac
would need to operate additional late evening sailings with the MV Loch Seaforth in place
of her current overnight freight sailings — as the MV Isle of Lewis did on Wednesdays and
Fridays in peak summer when she was on the route. That is the basis of the financial
estimates above.

There are limited options for extending to the wider CHFS network the benefits of
chartering the Clipper Ranger. Our initial analysis, not yet discussed with CalMac, is that
this would be limited to amending the Uig Triangle timetable to give more sailings to
Lochmaddy (North Uist) and less to Tarbert (Harris) on the basis that traffic using Uig-
Tarbert could displace to a 2-vessel Stornoway-Ullapool service and that Uig-Lochmaddy is
already constrained and is also a busy route for freight. These are the sort of options
which the current Outer Hebrides STAG will be exploring during the course of this year.

Such a change would be potentially controversial locally: popular with Uists’ stakeholder
including CNES Transport Chair Uisdean Robertson but not in Harris. Furthermore, if
introduced for this Summer, it would be very disruptive at short notice to travellers and to
CalMac given that Summer 2018 services have been open for bookings since last year.
We would be happy to discuss this further with Mr Yousatf.

Other options

[ OUT OF SCOPE

]

From: On Behalf Of Minister for Transport and the Islands
Sent: 23 May 2018 18:15
To: Minister for Transport and the Islands; TS Official
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Subject: CHFS2 - Vessels - CalMac fleet - Clipper Ranger - 22 May 2018 - Submisison
and PS reply - 23 05 18

Mr Yousaf would welcome a discussion with officials. Cat will be in contact with a suitable
time and date.

Private Secretary to the Minister for Transport and the Islands

From: TS Official

Sent: Friday, 1 June 2018 10:21

To: Minister for Transport and the Islands

Cc: Cabinet Secretary for the Rural Economy and Connectivity; TS Officials
Subject: RE: CalMac fleet - Clipper Ranger - 22 May 2018

Ahead of our telecon with Mr Yousaf next Wednesday, | have received an update from
Kevin Hobbs, CMAL, which states that:

He has received formal confirmation from Seatruck that the Clipper Ranger will become
available in September 2018.

Seatruck will advertise this on the open market and there is understood to be other
interest.

Kevin is willing and available to speak to Mr Yousaf directly although | would suggest only
taking up this option if the Minister is keen to pursue a purchase or long-term lease of the
Clipper Ranger and only after our own discussion on Wednesday.

My earlier note (below) included estimated costs for a short-term charter — albeit Seatruck
have confirmed that the vessel is not available on this basis.

| am working on estimated costs of the 2 options proposed by Seatruck — purchase or long-
term lease — and will forward that information, along with an assessment of affordability and
other issues, ahead of Wednesday'’s call.

From: TS Official

Sent: 06 June 2018 15:31

To: TS Official

Subject: Fw: CalMac fleet - Clipper Ranger - 22 May 2018

[ - ] - to note for formal CHFS CN if needed for CFL to do further work on this, see below.

[ - ] and I spoke to Mr Yousaf earlier today. He stressed that he does not want to be in the
same situation with the fleet next summer as this. He understands that Clipper Ranger is not an
ideal solution as it can only operate on S-U and only gives very limited potential for knock-on
benefits. However he would like us to do some further work, to try to keep the option open with
Seatrucks (I will speak to Kevin later this PM) and he will make an approach to Mr Mackay for the
money to buy (I noted that there would also be ongoing ops costs but didn't mention that we
might already have enough money as | wanted us to reflect on that first within TS).

[ OUT OF SCOPE
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Actions:

- | will revisit the longer paper | drafted around how Clipper Ranger could be deployed and the
costs for this. | will need CFL input on ops costs and deployment options hence Margaret assume |
will need a CN to trigger this.

-[ OUT OF SCOPE

-[ REDACTED

From: TS Official

Sent: 07 June 2018 07:21

To TS Officials

Subject: Re: CalMac fleet - Clipper Ranger - 22 May 2018

Yes, discussed this with Kevin yesterday, only "needed" on S-U for say 10 weeks in summer so
available for NIFS overhaul relief. The challenge | see is avoiding calls for her additional deployment
on either network.

As a freight vessel wouldn't really have value as a spare for CHFS. However | will set all this out in a
revised version of my earlier draft paper.

From: Kevin Hobbs CMAL
Sent: 08 June 2018 10:19
To: TS Officials

Subject: Clipper Ranger

| refer to the conversation yesterday concerning the MV Clipper Ranger built 1998 as MV
Lembitu (later named RR Challenge).

The vessel was delivered in 1998 and is therefore 20 years old.

It would seem that there is interest if not a desire to seriously consider the purchase of the
Clipper Ranger from Seatruck Ferries albeit that it would be held within the STF Group
within a SPC — | recall a Bahamian Company.

As discussed my understanding is that there is an emerging desire within both the Northern
Isles and Western Isles for some additional tonnage.

| understand that there is a live piece of work going on at present regarding the Northern
Isles freight requirements (Paul LM is aware). This is driven by an increase in Seafood and
also the demise of the Streamline Shipping Services whereby they now utilise the NIFS
Freighters. Also there are peaks within the week whereby both seafood and auction mart
activities coincide. Finally an extra freight vessel would negate the need to hire in the
Clipper Ranger or sister vessel Arrow so the vessels for dry dock purposes would be self-
relieving.
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On the Western Isles there is at minimum political pressure to have a freight solution for the
peak 10 weeks which would in turn allow the current overnight freight only sailing to carry
passengers.

| think that on balance the need and also number of weeks use is likely to be significantly
higher for Northern Isles.

If there are gaps then there is the potential to arrange short term time charters to the
Baltic/North Sea Range to create an alternative income stream.

As the NIFS Team already have the Helliar and Hildasay it would make perfect sense for
the team to fully manage the vessel. We would then, within the bounds of the Contract,
agree a suitable charter rate for the Western Isles usage on the basis of a time charter.

It is likely that the crew onboard the Clipper Ranger would come across with the vessel
although | am sure that STF would want to keep hold of their Liverpool and Dublin Pilot
Exemption Certificate Holders so the Captains (of which there are 2 ) would remain on the
Irish Sea.

| have contacted Alistair already and we have a copy of the Class Records and also they
have offered an inspection in Liverpool on each Friday between 0900hrs — 1700hrs which
we will take up in the next couple of weeks

In terms of purchase versus T/C the vessel would be fully paid for in under 5 years so to
me if Capital is available then it comes into the category of a no brainer.

Chief Executive Officer

Caledonian Maritime Assets Limited | Storas Mara Cailleannach Eta
From: Kevin Hobbs CMAL

Sent: 11 June 2018 13:44

To: TS Officials

Subject: Clipper Ranger

Both
| have been in contact with Seatruck Ferries

We have access to the Class Records and have arranged for CMAL to visit the vessel for
an initial inspection on Friday 22" June 2018 in Liverpool from 0900hrs — 1500hrs

Chief Executive Officer

Caledonian Maritime Assets Limited | Storas Mara Cailleannach Eta
From: CFL

Sent: 27 June 2018 11:07

To: TS Officials

Subject: Ullapool-Stornoway Freight Vessel

When we met at last week's Network Strategy Group meeting you advised that a request will
be forthcoming for us to consider the operational feasibility of delivering an additional freight
service on Ullapool-Stornoway using MV Clipper Ranger. Do you have any more information on
this and what you'd like us to consider?
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I'm due to head off on leave on Friday so [-] will be picking this up in my absence. Can you
please liaise with her on your requirements and she can feedback to you after having consulted
internally?

Head of Service Delivery Planning
CalMac Ferries Ltd, Ferry Terminal, Gourock

To: CFL

From: TS Officials

Date: 06/27/2018 11:19AM

Subject: RE: Ullapool-Stornoway Freight Vessel

Yes and thanks for the reminder — I've been off until today and was tied up completely with
Ardrossan stuff on Friday.

I'll do something quickly today and send to Douglas for formal transmission.

Essentially we will be looking for broadbrush estimates of additional operating costs for the
Clipper Ranger. We know the prospective leasing costs so it will just be crewing (assuming
bareboat charter though there may also be a time charter option), fuel, harbour charges,
maintenance and any other incidentals. Assuming one round trip a day to replace the
overnight sailing of the Loch Seaforth but if it's possible to provide marginal of an additional
return.

From: CFL

Sent: 27 June 2018 15:30

To: TS Official

Subject: Fw: RE: Ullapool-Stornoway Freight Vessel

In terms of the below, it may take a while to generate costs for a bare boat charter as we don't
know how many crew we would need, how much familiarisation and training they would need
on the vessel etc. It would certainly be simpler to assess operating as a time charter however I
am aware that this may be difficult just now due to their ongoing IR issues. Would this option
still be considered?

Timetables and Transport Integration Manager

From: CFL

Sent: 27 June 2018 16:27

To: TS Officials]

Subject: RE: RE: Ullapool-Stornoway Freight Vessel

Yes that would be helpful, thanks. Previously when we chartered the Clipper we used the
Seatruck crew so we have never put any CFL crew on her before.

Timetables and Transport Integration Manager

From: TS Official

Sent: 27 June 2018 16:36

To: TS Officials

Subject: FW: RE: Ullapool-Stornoway Freight Vessel

Do you think SNF would have a problem with us sharing info on crew numbers and grades
for the freighters with CFL so they can do some calculations around crew costs for the
Clipper Ranger?
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To: CFL
From: TS Official
Date: 06/28/2018 10:02AM
Subject: RE: RE: Ullapool-Stornoway Freight Vessel

Having discussed with [- ], the only information we need at this point is on costs to CFL when the Clipper
Ranger was last chartered, broken down by charter costs, fuel costs and if possible volumes, harbour
charges (split Stornoway / Ullapool), any maintenance costs and any other associated costs. At this stage we
are not in the territory of a CV but just gathering sufficient high-level cost and other information in order to
advise Ministers on the pros and cons of acquiring and deploying the vessel next summer.

| am advised by my contract management colleagues that as all we need is historic information, this wouldn’t
require a Contract Notice.

From: Kevin Hobbs CMAL
Sent: 29 June 2018 07:26
To: TS Officials

Subject: Clipper Ranger
Importance: High

| was meeting with [ i} ] today and wanted to formally update you regarding the Clipper
Ranger.

CMAL visited the vessel in Liverpool on Friday 22" July 2018 — the vessel was fully
operational and had arrived from Dublin and was fully laden.

We were accompanied by [ [l 1.

[ OUT OF SCOPE
]

The vessel was in reasonable shape given its age and working profile at a 20 year vintage.
It has very similar issues to those experienced on the Helliar and Hildasay. Our estimates
are that an initial dry dock should the vessel be purchased will cost [ REDACTED ].
However this would not be fully verified until the vessel is docked for further inspection. We
have advised Seatruck that if we were to purchase a dry dock inspection prior to purchase
would be a pre-requisite.

We have asked for various Class Reports and also access to the STAR Information
System for more details — these have been provided but yet to be fully digested.

There are 2 other interested parties that have inspected ([ REDACTED
] ). Seatruck are keen to sell the vessel and she will
be surplus within the STF Fleet by mid-September 2018.

The crew onboard are under the same management Company as those on Helliar and
Hildasay and are predominantly Latvian — many of which have been with the vessel from
new build to date. They are fully aware of the T&C’s that gave the H&H crew an uplift to
Scottish Living Wage and therefore | am certain that all would want to transfer. They have
huge knowledge and experience of the vessel. There are 2 UK Masters and they would
remain with STF because they have Pilot Exemptions for Liverpool and Dublin — so are a
valuable asset to STF. However the Chief Officers have Masters Tickets.
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My view regarding this vessel is fairly straight forward

« SERCO have 2 sister vessels that they have used for many years and have had full
Bareboat responsibility for since March 2017

« We would want to keep the crew at all costs as they have deep knowledge.

o Total flexibility of crew between 3 vessels that are all sisters.

« [REDACTED

]

e On balance SERCO have a greater need for a longer period per annum
e TS could set a T/C rate for annual use on the Ullapool/Stornoway Route

On all front | would therefore recommend that the vessel is full managed by SERCO and
then Time Chartered to CFL during periods of need.

| have sent STF a holding statement and will update them next week saying that TS are
considering options ETC.

[ REDACTED

]

| realise that this is a recess period but as with any potential vessel purchase we need to
be ready to act promptly — which isn’t a strong point when it comes to Ministerial decisions
at this time of year.

Please call me to discuss

Chief Executive Officer

Caledonian Maritime Assets Limited | Storas Mara Cailleannach Eta
From: TS Official

Sent: 29 June 2018 08:28

To: Kevin Hobbs CMAL; TS Officials

Subject: RE: Clipper Ranger

Kevin

Thanks, that’s helpful. We are preparing advice for Ministers and will let you know what
they decide. With the reshuffle and Ministerial leave this means that | don’t expect we will
get a decision until late July and even then the decision may not be a final one. We will
clarify to Ministers that there are other interested parties and that this is not a decision that
can be put off.

However if you have opportunity you could mention to Alistair that we still have an interest
but that because of Ministerial changes we will not be able to make an early decision.

This does give us more time to more properly consider the costs and benefits of the vessel
in the short to medium term on both networks. So far, an extra freighter has not been
identified as a priority need by either the VRDP or the NIFS STAG.

[ OUT OF SCOPE
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From: TS Official

Sent: 01 August 2018 15:17

To: TS Officials

Subject: Re: Ferries investment - draft update on Second hand vessels - 30 July 2018

Fran

Just a quick update on the capacity and opportunity cost points. I'll incorporate these into the draft
advice once | am back in the office:

- Clipper Ranger would provide 50% more capacity for freight assuming current overnight freight
sailing timetable (30 HGVs compared to 20 for the Loch Seaforth). But her potential is significantly
more than that: fully laden she can carry up to 75: the limiting factor is the time it takes to load and
unload and space for marshalling that many trucks. And she could do another round trip a day.
Basically we would have no freight capacity issues on that route ever.

- [ OUT OF SCOPE

-]

- In terms of opportunity cost, if we buy the 2 NIFS freighters currently on lease then this would
cost [ REDACTED

]. Also secure these vessels for the duration of the next NIFS contract (assuming
wanted by the winning bidder, otherwise re-sold).

From: Kevin Hobbs CMAL
Sent: 20 July 2018 14:25
To: TS Officials

Subject: Clipper Ranger

| have just spoken to Alistair at STF.
There are 3 interested parties being CMAL/ [ REDACTED ].

We are the only ones to inspect to date; however it is clear that STF/Clipper want to sell
and will do so at the first opportunity — | think the clock is ticking.

[ OUT OF SCOPE

]

If there is a positive response (and that is TS/SG call) then there is a body of work to be
done starting with a negotiation. | have our lawyer on standby also so as far as possible
matters are set up already.

Your advice or guidance appreciated.
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Chief Executive Officer

Caledonian Maritime Assets Limited | Storas Mara Cailleannach Eta
From: TS Official

Sent: 31 July 2018 11:13

To: TS Officials

Subject: FW: Re. Roro 'Clipper Pennant' [SIC]

FYI — Clipper Pennant and Clipper Ranger on the open market.
Wikipedia details attached and full specs attached below.

https://en.wikipedia.org/wiki/MS Clipper Pennant
https://en.wikipedia.org/wiki/MS Clipper Ranger

Contract Management
Ferries Unit
Aviation, Maritime, Freight and Canals

From: S C Chambers
Sent: 30 July 2018 13:45
Subject: Re. Roro 'Clipper Pennant'

From: S.C.Chambers & Co. Ltd. PLEASE REPLY TO
sandp@scchambers.co.uk

From: snp [mailto:email@ibroker.world]
Sent: 31 July 2018 09:53

To: snp

Subject: Re: MV Clipper Ranger

FM: Edolena Shipping Ltd. (E.S.L.)
AT: Sale & Purchase

Can develop for sale following RoRo unit:

MV Clipper Ranger

For sale MV Clipper Ranger
Built 1998, Spain
RoRo

From: TS Official

Sent: 31 July 2018 11:43

To: TS Officials

Subject: RE: Re. Roro 'Clipper Pennant' [SIC]
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The Clipper Pennant seems to be bigger than the Hildesay/ Helliar/ Clipper Ranger-
presumably it would be even more restricted on the routes it could be used on?
From: TS Official
Sent: 01 August 2018 15:07
To: TS Officials
Subject: RE: Re. Roro 'Clipper Pennant' [SIC]
She is 20m longer at 142m yes.

Having spoken to Serco NorthLink Ferries today apparently she would fit in Aberdeen but
experts at CMAL would no doubt be able to appraise her operational feasibility.

Contract Management

Ferries Unit

Aviation, Maritime, Freight and Canals
From: TS

Transport Scotland Ferries
31 July 2018

Cabinet Secretary for Transport, Infrastructure and Connectivity

FERRIES - INVESTMENT — SECOND HAND VESSELS UPDATE

Purpose

e To provide an update on two potential second-hand ferry investment opportunities
mentioned in my note of 3 July 2018 and to seek a steer on further action.

Priority
e Routine
Background

e [OUT OF SCOPE

e Demand for ferry travel on the Clyde and Hebrides Ferry Services (CHFS) network
. ]
Update

« [OUT OF SCOPE

]

e The only other second-hand vessel currently available and that could be brought into
the fleet for the Summer 2019 season (end-March to end-October) — and suitable
vessels come up infrequently — is the MV Clipper Ranger. The note below sets out at

>
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high-level the estimated purchase and operating costs and the operational
opportunities.

The MV Clipper Ranger is currently for sale and we understand that CMAL are one of
three interested parties so an early Ministerial decision would be welcomed. There
will be opportunity for the Cabinet Secretary to discuss this with officials at their
scheduled meeting on 2 August. There is a risk that the option to acquire the vessel
will disappear if another party puts in an acceptable offer to the current owners.

MV Clipper Ranger — deployment options and limitations

MV Clipper Ranger is a ro-ro freight-only vessel owned by Seatruck. She is the sister
ship to the MV Hildasay and MV Helliar, both now owned by Fortress, leased to CMAL
and chartered to Serco Northlink Ferries (SNF) for operation on the Northern Isles
Ferry Services (NIFS) routes to from Aberdeen to Orkney and Shetland.

MV Clipper Ranger was chartered short-term by CalMac in 2014-15 to provide the
Stornoway-Ullapool overnight freight service prior to the full deployment of the MV
Loch Seaforth on that route. CalMac currently deploy the MV Loch Seaforth on the
Stornoway-Ullapool route. She was designed to operate round the clock and provides
2 return sailings daily for passengers, cars and freight and one return sailing most
nights for freight only.

Due to her size, the MV Clipper Ranger can only operate on the NIFS routes and on
Stornoway-Ullapool. So she is not a solution for other busy freight routes such as
Islay, Arran or (directly) Uig-Lochmaddy. Nor does she, directly, add resilience to the
CalMac fleet as a whole as she would not enable any vessel cascade and could only
facilitate limited changes to existing vessel deployments (see below) which even then
would be locally contentious.

We have pursued the MV Clipper Ranger primarily in response to pressure from
Combhairle nan Eilean Siar (CNES) and other Outer Hebrides interests for additional
freight capacity in the peak summer. This is to relieve pressure on the vehicle deck
of the MV Loch Seaforth’s daytime sailings in order to allow more residents and
tourists to travel on the day and sailing of their choice. The lobbying effort led by
CNES and Outer Hebrides Tourism (a local industry body) has had effect with recent
coverage in Scotland on Sunday and on Radio Scotland.

For the purposes of this note we have therefore assumed that the MV Clipper Ranger
would provide an overnight freight service for 3 months in peak summer and that the
MV Loch Seaforth would operate 3 vehicle and passenger services on certain days?.

This would bring additional vehicle deck capacity for residents and visitors and
additional freight capacity for hauliers. It would be possible, going forward, to increase
the number of sailings by both vessels — this would be expected to resolve any
capacity issues on the Stornoway-Ullapool route for some time to come.

The MV Clipper Ranger could also assist in providing:
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e partial relief cover when the MV Loch Seaforth is taken out of service for its annual
overhaul, broadly two weeks per year; and
e relief cover in the event of mechanical breakdown, incident or accident with the MV
Loch Seaforth.

e However this brings no direct benefit to the rest of the CHFS network and would only
assist at the margins if there were to be similar disruption to that experienced this year.
Ministers may be also accused of responding to lobbying from the Combhairle and
other Outer Hebrides interests when there are other routes which our own analysis
show to be under greater capacity pressure.

e The only way we can see to extend the benefits of the MV Clipper Ranger deployment
to other routes in the medium-term would be by a re-design of services to the Outer
Hebrides during the peak summer as follows:

e [ REDACTED

]

e Whilst this advice is focused on a Stornoway-Ullapool deployment in peak summer,
the MV Clipper Ranger could also be used on the NIFS services provided by SNF at
other times of the year to provide:

e Additional freight capacity should the introduction of lower fares cause demand
management issues with the current vessel configuration;

e Relief cover when each of the two current freighters and the three passenger
orientated vessels (Ro-Pax) are each taken out of service for their annual overhaul,
broadly two weeks per year for each vessel; and

e relief cover in the event of mechanical breakdown, incident or accident.

e |t is questionable whether a third freighter would address the real problem on NIFS
which is capacity pressure on the 2 Ro-Pax vessels (MV Hrossey and MV Hijaltland)
serving Aberdeen-Kirkwall-Lerwick. The demand dynamic on NIFS however may
change with the recent introduction of cheaper fares. Increased demand stimulated
by lower fares may constrain available vehicle deck space. The current key capacity
constraints on the NIFS are:

e Cabin capacity for passengers on these overnight services; and
e Vehicle deck capacity for cars.

Acquisition options and costs

(i) Long-term lease
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Seatruck would sell the MV Clipper Ranger to Fortress, the owners of the NIFS
freighters, who would then lease the vessel to CMAL who would charter her to SNF
and/or CalMac. Seatruck consider Fortress would require a five-year deal — as was
the case for the two NIFS freighters.

Based on the NIFS freighters [ REDACTED
]

(i) Purchase

CMAL would buy the MV Clipper Ranger on our behalf, using Scottish Government
loans, as they did earlier this year in order to secure the 3 Ro-Pax vessels for NIFS
from RBS. CMAL would then charter the vessel to SNF and/or CalMac.

[ REDACTED

]

If Ministers want to secure this vessel then our recommendation therefore would be
to buy rather than lease. This has the added benefit that we could retain the vessel
for longer — she should last at least another 10 years — or could dispose of her earlier.

Operating assumptions and costs

We have assumed for purposes of this analysis that MV Clipper Ranger (a) would be
owned or leased by CMAL and (b) that CMAL would then charter her to SNF who
would then sub-charter her to CalMac for the 3 summer months service on Stornoway-
Ullapool plus any scheduled relief cover. This is because:

The MV Clipper Ranger’s two sister ships are already chartered by CMAL to SNF so
this would be administratively and technically the simplest arrangement;

SNF already have an agreement in place with the crewing company which ensures
that the crew are paid the living wage — this is a key point for the Trade Unions — and
would retain crew continuity;

Our expectation — though we would need to test this if vessel acquisition goes ahead
— is that crewing by CalMac staff would add to the overall cost, possibly significantly
given relative salary and pension costs?.

Operating costs would therefore be a year’s additional subsidy to SNF and 3 months
additional subsidy to CalMac through their respective contracts — with an offsetting of
costs between the two to give a net cost to Government.

The high-level cost estimates below are based on the subsidy costs agreed with SNF
for the deployment of the MV Helliar and MV Hildasay, and the costs to CalMac of
operating the MV Clipper Ranger previously on the Stornoway-Ullapool route. These
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estimates are indicative and would need to be examined in detail if a decision was
made by Ministers to pursue the acquisition of the vessel.

The current assumption for this purpose is that the vessel would only operate for three
months on Stornoway-Ullapool and would otherwise be laid up. In reality, she could
either provide additional NIFS sailings, at marginal additional cost, or be chartered out
to third parties, bringing in income.

[ REDACTED

]

Consideration and Conclusion

[ REDACTED

]

However, Ministers have previously given an equally strong steer to search for
available second-hand tonnage to ensure that the fleet has not resilience heading into
Summer 2019 than it had in Summer 2018. Barring some surprise, this is the only
option available.

Presentationally, there are short-term benefits given that pressure from Outer
Hebrides’ interests has been picked up by the national media and, if the story
continues to bubble, could be picked up by backbench and opposition MSPs once
Parliament returns. Criticisms from other communities (CHFS and NIFS) could be
managed by noting that this is the only vessel available and by pointing to the new
vessels 801 and 802 under construction, the planned new Islay vessel and to the
potential for additional capacity on NIFS which the MV Clipper Ranger could provide
subject to need and affordability.

Officials would be happy to discuss this with the Cabinet Secretary. Discussions with
CMAL, CalMac and SNF can also be arranged if desired.

Transport Scotland Ferries

31 July 2019

From: TS Officials

Sent: 31 July 2018 17:18
To: Kevin Hobbs CMAL
Cc: TS Officials

Subject: Clipper Ranger

Kevin

| am finalising advice for Mr Matheson on his return from leave. One point is to estimate additional
capacity assuming Clipper Ranger substitutes for Seaforth on the overnight freight run. Could you

www.transport.gov.scot
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let me have comparable figures? Doesn't matter if these are HGVs, PCUs, lane metres as long as
comparable so we can estimate % increase in available capacity.

From: Kevin Hobbs CMAL

Sent: Tuesday, 31 July 2018 22:56
To: TS Officials

Subject: Re: Clipper Ranger

Note sure what you are asking but here is a punt.
LOCH Seaforth carries circa 20 trucks overnight on the freight run.
Clipper Ranger can carry 75 trucks fully laden.

| think given the procedures that CFL adopt a normal turnaround time would be some 30 on
and 30 off so a main deck only in and out.

However on a different timetabled run | guess they could achieve more with additional
time.

As a comparison a 150 full turnaround (75 off and 75 on) is achieved in Liverpool in 3
hours.

Kevin Hobbs

From: TS Official

Sent: 01 August 2018 09:59
To: Kevin Hobbs CMAL

Cc: TS Officials

Subject: Re: Clipper Ranger

Kevin
Thanks. That's all | need.

From: Kevin Hobbs CMAL

Sent: Wednesday, 1 August 2018 16:22
To: TS Officials

Subject: Clipper Ranger

A quick update on the Clipper Ranger.
| took a call from Alistair Eagles on Monday afternoon.

Up until 30" July 2018 the potential sale of the Clipper Ranger and Clipper Pennant (142m
x 23m) was somewhat “under the radar”.

Alistair has now been instructed by the parent group (Clipper Group) to actively market
them

So we have the 3 main European Broker touting them (Clarksons/Blair Reed/BRS)

Time is now very short and | already know of 2 inspections.
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Clipper Group are very highly geared and as such they are looking at vessel sale
opportunities within each and every decision

The market is very dynamic and very shortly we may simply be too late!

Chief Executive Officer

Caledonian Maritime Assets Limited | Storas Mara Cailleannach Eta
From: TS Official

Sent: 02 August 2018 11:25

To: Pacitti F (Frances); TS Officials

Subject: Fw: Clipper Ranger

Fran
For info in case you want to mention to Cab Sec at your meeting today.

From: Kevin Hobbs CMAL
Sent: 10 August 2018 10:52
To: TS Officials

Subject: Clipper Ranger

Ref our telecon a few moments ago.
| had an email and conversation with Alistair Eagles concerning the Clipper Ranger

He has indicated that there is a possibility and | think that it is strong that Seatruck would
like to Time Charter the CR back to cover dry dock periods. They have 7 vessels trading
Irish Sea and | could foresee a need for a charter several times per year as the only other
vessel is the Arrow (CR sister).
Docking is circa 2 weeks plus relocation to Irish sea from NIFS Contract so say 18 days. —[
REDACTED

]

Freight vessels are every 2.5 years in terms of docking as opposed to annually but there
may be the odd mechanical failure or incident to deal with

[ REDACTED
]

| am sure that there is/was some nervous moments when the Loch Seaforth had a hiccup
this week. We kniow already the views of the Outer Hebrides regarding the summer freight
solution.

Chief Executive Officer

Caledonian Maritime Assets Limited | Storas Mara Cailleannach Eta

From: TS Official

Sent: 14 August 2018 14:04

To: Cabinet Secretary for Transport, Infrastructure and Connectivity

Cc: Cabinet Secretary for Finance, Economy and Fair Work Minister for Energy,
Connectivity and the Islands, TS Officials

Subject: Ferries investment - secondhand vessels - MV Clipper Ranger - 14 August 2018

>
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Please see attached note on second hand ferries which:
1) [ OUT OF SCOPE
Notes that the Greek vehicle-passenger ferry, the MV Empedoklis, is no longer being
considered for possible purchase following seakeeping studies by CMAL.
2) [ REDACTED

Recommends against the purchase of the freight-only vessel MV Clipper Ranger for the
Stornoway-Ullapool route.

[ OUT OF SCOPE

From: TS
Transport Scotland Ferries
14 August 2018

Cabinet Secretary for Transport, Infrastructure and Connectivity

FERRIES — SECOND HAND VESSEL OPTIONS

Purpose

e To provide an update on two potential second-hand ferry investment opportunities
mentioned in my note of 3 July 2018 and [ REDACTED
] the freight-only vessel MV Clipper Ranger for the Stornoway-
Ullapool route.
Priority

¢ Routine. However the MV Clipper Ranger is on the open market and could be sold at
any time.

Background

« [OUT OF SCOPE

]

e The only other currently available second-hand vessel that could be brought into the
fleet for the Summer 2019 season (end-March to end-October) — and suitable vessels
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come up very rarely — is the MV Clipper Ranger. The note below sets out at high-level
the operational opportunities and the estimated purchase and operating costs.

The MV Clipper Ranger is currently for sale on the open market and we understand
that CMAL are one of a number of interested parties so an early Ministerial decision
to pursue a purchase would be required.

Further detail is contained in an Annex.

MV Clipper Ranger — deployment options and limitations

MV Clipper Ranger is a ro-ro freight-only vessel. Due to her size, the MV Clipper
Ranger can only operate on Stornoway-Ullapool and on the Northern Isles Ferry
Services (NIFS) routes. Therefore she is not a solution for other busy freight routes
such as Islay, Arran or (directly) Uig-Lochmaddy. Nor does she, directly, add resilience
to the CalMac fleet as a whole.

Stornoway-Ullapool

There is pressure from Comhairle nan Eilean Siar (CNES) and other Outer Hebrides
interests for additional freight capacity on the Stornoway-Ullapool route, particularly in
peak summer. This is to relieve pressure on the vehicle deck of the MV Loch
Seaforth’s daytime sailings in order to allow more residents and tourists to travel on
the day and sailing of their choice. The lobbying effort has had effect with recent
coverage in Scotland on Sunday and on Radio Scotland. We have also received the
following PQ from Alasdair Allan MSP:

To ask the Scottish Government what steps it is taking to investigate options for increasing
the capacity on the Stornoway-Ullapool ferry route in the summer months.

www.transport.gov.scot

The MV Loch Seaforth was designed to operate specifically on the Stornoway-
Ullapool route. She provides 2 return sailings daily for passengers, cars and freight
and one return sailing most nights for freight only. For the purposes of this note we
have assumed that the MV Clipper Ranger would provide the overnight freight service
on the Ullapool-Stornoway route for 3 months in peak summer and that the MV Loch
Seaforth would operate an additional vehicle and passenger return service twice a
week in peak summer. This would bring significant (14%) additional vehicle deck
capacity for residents and visitors and additional (50%+) freight capacity for hauliers.
It would be possible, going forward, and at rising cost, to increase the number of
sailings by both vessels — this would be expected to resolve any capacity issues on
the Stornoway-Ullapool route, but only on that route, for the foreseeable future.

The MV Clipper Ranger could also assist in providing:

partial relief cover when the MV Loch Seaforth is taken out of service for its annual
overhaul, broadly two weeks per year; and

relief cover for freight and unaccompanied vehicles in the event of mechanical
breakdown, incident or accident with the MV Loch Seaforth.

However this would bring no direct benefit in terms of resilience to the rest of the
CHFS network. Neither the MV Loch Seaforth nor the MV Clipper Ranger can be
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deployed elsewhere on the CHFS network. It would only be possible to extend the
benefits of the MV Clipper Ranger deployment to other CHFS routes through a more
significant re-design of services and timetables — these are described in the Annex —
and even then the impact would be localised and limited.

Northern Isles

Whilst this advice is focused on a Stornoway-Ullapool deployment in peak summer
and as relief cover, the MV Clipper Ranger could also be used on the Northern Isles
Ferry Services (NIFS) provided by Serco Northlink Ferries (SNF) at other times of the
year to provide:

Additional freight capacity should the introduction of lower fares to Shetland cause
demand management issues with the current vessel configuration;

Relief cover when each of the two current freighters and the three passenger
orientated vessels (Ro-Pax) are each taken out of service for their annual overhaul,
broadly two weeks per year for each vessel; and

Relief cover in the event of mechanical breakdown, incident or accident.

However it is questionable whether a third freighter would address the real problem
on NIFS which is capacity pressure on the 2 Ro-Pax vessels (MV Hrossey and MV
Hjaltland) serving Aberdeen-Kirkwall-Lerwick.

Financial issues

Acquisition options and costs

The vessels are for sale but could also be acquired on a five year lease. If Ministers
wish to secure this vessel then our recommendation would be to buy rather than lease.
Details are set out in the Annex.

[ REDACTED

Operating assumptions and costs

We have assumed that MV Clipper Ranger (a) would be owned or leased by CMAL
and (b) that CMAL would then charter her to SNF who would then sub-charter her to
CalMac for the 3 summer months service on Stornoway-Ullapool plus any scheduled
relief cover. CMAL already charter 2 similar freight ships to SNF so the agreement
would be administratively straightforward. Operating costs would therefore be a
year’s additional subsidy to SNF and 3 months additional subsidy to CalMac through
their respective contracts — with an offsetting of costs between the two to give a net
annual cost to the Scotland Government.

[ REDACTED

Consideration
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e Ministers have previously given a strong steer to CMAL and CalMac to search for
available second-hand tonnage to ensure that the fleet has more resilience heading
into Summer 2019 than it had in Summer 2018. Barring some surprise, the MV
Clipper Ranger is the only such vessel option available.

e The vessel would bring additional resilience to the Stornoway-Ullapool route and to
the Northern Isles services — however only in terms of carriage of freight. However
she offers little in terms of wider network resilience given her limited deployment
options and restricted functionality as freight-only vessel.

e She would bring significant additional capacity to the Stornoway-Ullapool route which
would enable an increase in vehicle deck capacity available to residents and tourists
on the MV Loch Seaforth. However, these pressures on Ullapool-Stornoway are not
unusual on the CHFS network and analysis done for us by CalMac indicates that other
major routes are under more pressure.

[ REDACTED

Presentational issues

e Presentationally, there would be immediate benefits from the acquisition of the MV
Clipper Ranger given that pressure from Outer Hebrides’ interests has been picked
up by the national media and, if the story continues to bubble, could be picked up by
backbench and opposition MSPs once Parliament returns. The recent ‘blackout’ on
the MV Loch Seaforth will add to this.

e CNES and others know that the vessel is on the market and we will be asked whether
we tried to buy the ship and, if not, why not. Although we consider that our
recommendation is supported by our analysis of the costs and benefits for the wider
CHFS network, this is unlikely to persuade CNES and MSPs and short-term and
ongoing criticism can be expected.

Recommendation

« [REDACTED
]

e Officials would be happy to discuss this with the Cabinet Secretary. Discussions with
CMAL, CalMac and SNF can also be arranged if desired.

Transport Scotland Ferries
Ext 14 August 2019

Annex A
FERRIES — SECOND HAND VESSEL OPTIONS
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Background

1. [ OUT OF SCOPE

]

Demand for ferry travel on the Clyde and Hebrides Ferry Services (CHFS) network operated
by CalMac, particularly for cars and vans, has risen rapidly in the last few years. This is due
in part to reduced Road Equivalent Tariff fares. In response, an expansion of services means
that the fleet of 10 major vessels is fully deployed with no slack or back-up cover. The
network of major CalMac routes (serving Arran, Islay, Colonsay, Mull, Coll, Tiree and the
Outer Hebrides) is therefore vulnerable to any disruption — as happened earlier this year
when the MV Clansman suffered a serious technical failure requiring lengthy time out of
service for repair, and last week when the MV Loch Seaforth experienced a temporary power
failure.

e Whilst the Scottish Government has continued to invest in new major vessels,
Ministers have also tasked CalMac and our asset-owning company Caledonian
Maritime Assets Ltd (CMAL) with searching for suitable second-hand vessels for sale
or charter. My general update note of 3 July 2018 included two potential second-hand
vessel acquisitions.

Update

e [OUT OF SCOPE

]

e The only other second-hand vessel currently available and that could be brought into
the fleet for the Summer 2019 season (end-March to end-October) — and suitable
vessels come up infrequently — is the MV Clipper Ranger. The note below sets out at
high-level the estimated purchase and operating costs and the operational
opportunities.

e The MV Clipper Ranger is currently for sale on the open market and we understand
that CMAL are one of a number of interested parties so an early Ministerial decision
to pursue a purchase would be required. There is a risk that the option to acquire the
vessel will disappear if another party puts in an acceptable offer to the current owners.

MV Clipper Ranger — deployment options and limitations

e MV Clipper Ranger is a ro-ro freight-only vessel owned by Seatruck. She is the sister
ship to the MV Hildasay and MV Helliar, both now owned by Fortress, leased to CMAL
and chartered to Serco Northlink Ferries (SNF) for operation on the Northern Isles
Ferry Services (NIFS) routes to from Aberdeen to Orkney and Shetland.

e Due to her size, the MV Clipper Ranger can only operate on the NIFS routes and on
Stornoway-Ullapool. So she is not a solution for other busy freight routes such as
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Islay, Arran or (directly) Uig-Lochmaddy. Nor does she, directly, add resilience to the
CalMac fleet as a whole: she would not enable any vessel cascade and could only
facilitate limited changes to existing vessel deployments (see below) which even then
would be locally contentious.

e CalMac currently deploy the MV Loch Seaforth on the Stornoway-Ullapool route. She
was designed to operate specifically on that service and provides 2 return sailings
daily for passengers, cars and freight and one return sailing most nights for freight
only. She was designed to replace two previous ships on the route: the MV lIsle of
Lewis (passengers, cars and freight), 2 round trips a day with 3 on limited days in
peak summer, and the MV Muirneag (one overnight freight only return sailing). MV
Clipper Ranger was chartered short-term by CalMac in 2014-15 to provide the
Stornoway-Ullapool overnight freight service following the disposal of the MV
Muirneag and prior to the full deployment of the MV Loch Seaforth on that route.

e We have pursued the MV Clipper Ranger primarily in response to pressure from
Combhairle nan Eilean Siar (CNES) and other Outer Hebrides interests for additional
freight capacity in the peak summer. This is to relieve pressure on the vehicle deck
of the MV Loch Seaforth’s daytime sailings in order to allow more residents and
tourists to travel on the day and sailing of their choice. The lobbying effort led by
CNES and Outer Hebrides Tourism (a local industry body) has had effect with recent
coverage in Scotland on Sunday and on Radio Scotland. However, the pressures on
Ullapool-Stornoway are not unusual on the CHFS network and analysis done for us
by CalMac indicates that other major routes are under more pressure: Ardrossan-
Brodick, Uig-Tarbert/Lochmaddy, Oban-Craignure and services to Islay. Additionally,
and as is occasionally noted in media coverage, capacity pressures are not only found
on ferries but also in the visitor accommodation sector.

e For the purposes of this note we have therefore assumed that the MV Clipper Ranger
would provide an overnight freight service on the Ullapool-Stornoway route for 3
months in peak summer and that the MV Loch Seaforth would operate 3 vehicle and
passenger services twice a week in peak summer.

e This would bring additional vehicle deck capacity for residents and visitors and
additional freight capacity for hauliers. Based on the above deployment assumptions,
this would add at least 50% to dedicated overnight freight capacity and 14% to daytime
vehicle deck capacity (resident and visitors’ vehicles as well as vans, lorries and
coaches). It would be possible, going forward, and at rising cost, to increase the
number of sailings by both vessels — this would be expected to resolve any capacity
issues on the Stornoway-Ullapool route, but only on that route, for some time to come.

e The MV Clipper Ranger could also assist in providing:

e patrtial relief cover when the MV Loch Seaforth is taken out of service for its annual
overhaul, broadly two weeks per year; and

e relief cover in the event of mechanical breakdown, incident or accident with the MV
Loch Seaforth.

e However this brings no direct benefit in terms of resilience to the rest of the CHFS
network and would only assist at the margins if there were to be similar disruption to
that experienced this year as neither the MV Loch Seaforth nor the MV Clipper Ranger

>
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can be deployed elsewhere on the CHFS network. Ministers may be also accused of
responding to lobbying from the Comhairle and other Outer Hebrides interests when
there are other routes which our own analysis show to be under greater capacity
pressure, although this is less likely to be voiced as criticism of the decision in itself,
or of the Comhairle, and more in terms of pressing more vocally for similar action and
additional expenditure on their ferry services whether that is additional sailings, more
vessels or bigger vessels — citing this as a precedent.

The only way we can see to extend the benefits of the MV Clipper Ranger deployment
to CHFS other routes in the medium-term would be by a re-design of services to the
Outer Hebrides during the peak summer as follows:

Introducing the MV Clipper Ranger to Stornoway-Ullapool would enable some traffic
currently using the Uig-Tarbert route to Harris/Lewis to be displaced to the additional
capacity on Stornoway-Ullapool;

[ REDACTED

]

Whilst this advice is focused on a Stornoway-Ullapool deployment in peak summer,
the MV Clipper Ranger could also be used on the Northern Isles Ferry Services (NIFS)
provided by Serco Northlink Ferries (SNF) at other times of the year to provide:

Additional freight capacity should the introduction of lower fares to Shetland cause
demand management issues with the current vessel configuration;

Relief cover when each of the two current freighters and the three passenger
orientated vessels (Ro-Pax) are each taken out of service for their annual overhaul,
broadly two weeks per year for each vessel; and

relief cover in the event of mechanical breakdown, incident or accident.

It is questionable whether a third freighter would address the real problem on NIFS
which is capacity pressure on the 2 Ro-Pax vessels (MV Hrossey and MV Hijaltland)
serving Aberdeen-Kirkwall-Lerwick. The demand dynamic on NIFS however may
change with the recent introduction of cheaper fares. Increased demand stimulated
by lower fares may constrain available vehicle deck space. The current key capacity
constraints on the NIFS are:

Cabin capacity for passengers on these overnight services; and
Vehicle deck capacity for cars.

Acquisition options and costs

Should Ministers be inclined to pursue the option of securing the MV Clipper Ranger,
for use on the CHFS and NIFS ferry services, there are two possible acquisition
options, namely:
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(i) Long-term lease

Seatruck would sell the MV Clipper Ranger to Fortress, the owners of the NIFS
freighters, who would then lease the vessel to CMAL who would charter her to SNF
and/or CalMac. Seatruck consider Fortress would require a five-year deal — as was
the case for the two NIFS freighters.

[ REDACTED

(i) Purchase

CMAL would buy the MV Clipper Ranger on our behalf, using Scottish Government
loans, as they did earlier this year in order to secure the 3 Ro-Pax vessels for NIFS
from RBS. CMAL would then charter the vessel to SNF and/or CalMac.

[ REDACTED

]

If Ministers wished to secure this vessel then our recommendation would be to buy
rather than lease. This has the added benefit that we could retain the vessel for
longer — she should last at least another 10 years — or could dispose of her earlier.

Operating assumptions and costs

We have assumed for purposes of this analysis that MV Clipper Ranger (a) would be
owned or leased by CMAL and (b) that CMAL would then charter her to SNF who
would then sub-charter her to CalMac for the 3 summer months service on Stornoway-
Ullapool plus any scheduled relief cover. This is because:

The MV Clipper Ranger’s two sister ships are already chartered by CMAL to SNF so
this would be administratively and technically the simplest arrangement;

SNF already have an agreement in place with the crewing company which ensures
that the foreign crew are paid the living wage — this is a key point for the Trade Unions
— and would retain crew continuity;

Our expectation — though we would need to test this if vessel acquisition goes ahead
— is that crewing by CalMac staff would add to the overall cost, possibly significantly
given relative salary and pension costs®.

Operating costs would therefore be a year’s additional subsidy to SNF and 3 months
additional subsidy to CalMac through their respective contracts — with an offsetting of
costs between the two to give a net annual cost to Government. As in
[ REDACTED

]
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The high-level cost estimates below are based on the subsidy costs agreed with SNF
for the deployment of the MV Helliar and MV Hildasay, and the costs to CalMac of
operating the MV Clipper Ranger previously on the Stornoway-Ullapool route. These
estimates are indicative and would need to be examined in detail if a decision was
made by Ministers to pursue the acquisition of the vessel.

The current assumption for this purpose is that the vessel would only operate for three
months on Stornoway-Ullapool and would otherwise be laid up. In reality, she could
either provide additional NIFS sailings, at marginal additional cost, or be chartered out
to third parties, bringing in income. Seatruck have already indicated that they would
be interested in chartering the vessel for their own fleet relief cover [ REDACTED

]

Consideration and Conclusion

[ REDACTED

]

However, Ministers have previously given an equally strong steer to search for
available second-hand tonnage to ensure that the fleet has more resilience heading
into Summer 2019 than it had in Summer 2018. Barring some surprise, this is the
only such vessel option available.

Presentationally, there are short-term benefits given that pressure from Outer
Hebrides’ interests has been picked up by the national media and, if the story
continues to bubble, could be picked up by backbench and opposition MSPs once
Parliament returns. The recent ‘blackout’ on the MV Loch Seaforth will add to this.
Criticisms from other communities (CHFS and NIFS) could be managed by noting that
this is the only vessel available and by pointing to the new vessels 801 and 802 under
construction, the planned new Islay vessel and to the potential for additional capacity
on NIFS which the MV Clipper Ranger could provide subject to need and affordability.

[ REDACTED

Transport Scotland
August 2018

From: On Behalf Of Cabinet Secretary for Transport, Infrastructure and Connectivity
Sent: 21 August 2018 15:34

To: TS Official, Cabinet Secretary for Transport, Infrastructure and Connectivity

Cc: Cabinet Secretary for Finance, Economy and Fair Work; Minister for Energy,
Connectivity and the Islands; TS Officials

Subject: RE: Ferries investment - secondhand vessels - MV Clipper Ranger - 14 August

2018

Mr Matheson has noted your email and has asked to discuss further with relevant officials.

www.transport.gov.scot
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Grateful if you could liaise with Amy/Annabella to arrange a time.

Deputy Private Secretary

Cabinet Secretary for Transport, Infrastructure and Connectivity

From: TS Official

Sent: 12 September 2018 11:50

To: TS Officials

Subject: Fw: Ferries investment - secondhand vessels - MV Clipper Ranger - 14 August 2018

If you have chance to look at the below, my proposal for additional info to Ministers/SPADs as
requested at our meeting with them last Thursday. | would like to put this up before the end of the
week.

| have included updates received earlier this week from Kevin Hobbs on purchase cost and timing.

| am missing a couple of figures on the current NIFS freighters, see end of my draft text, which Paul
might be able to help with if Terry doesn't have these to hand.

Comments welcome.

Thanks to Ministers and [ - ] for making time to discuss this last Thursday. As agreed, we have
not pursued an interest in purchasing the Clipper Ranger though have received some updates from
Kevin Hobbs, CMAL, below.

As requested, | am also providing some more detailed information on the estimated operating
costs on the Clyde and Hebrides (CHFS) and Northern Isles (NIFS) networks and some information

on potential "spend to save" uses of our forecast CDEL underspend in the current financial year.

Operating costs

The following is based on financial information provided by CMAL, Serco Northlink (SNF) and
CalMac.

The ship would be purchased by CMAL using loans from SG. [ REDACTED

]
We have not assumed any additional freight income for SNF as a result of the additional capacity.
We understand that there are capacity constraints for freight on certain days but have not been

presented with a case for suppressed freight demand.

[ REDACTED
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Updates

[ REDACTED

The Clipper Ranger is due to become surplus to Seatruck requirements on 15 September. There is
one other potential buyer and 2 potential charters (for one or two years). The information we have
is that Seatruck will take up one of the charter options if they do not achieve a sale.

Fleet investment options

[ REDACTED

1:
- Ministers have already announced the £3.5 million "Resilience fund" for CHFS;
- We are considering a number of similar resilience projects for NIFS;

- We would like to pursue the purchase of one or both of the NIFS freighters, formerly owned by
Seatruck and now leased by CMAL from Fortress. Leasing costs are [£ X million p.a. per vessel]
(RDEL) so this could represent an attractive "spend to save" option if a reasonable price can be
agreed with Fortress - there is an agreed and priced option to buy the vessels in 2019-20 for [£X
million] so there is a starting point for negotiation.

[is it worth mentioning Loch Seaforth at this point?]
[Ends]

From: TS Official

Sent: 12 September 2018 13:54

To: TS Officials

Subject: RE: Ferries investment - secondhand vessels - MV Clipper Ranger - 14 August 2018

— I've taken to a word document with tracks / thoughts for ease.
I’'m around Friday morning and can review updated version.

12/9

From: TS Official

Sent: 13 September 2018 10:39

To: TS Officials

Subject: Re: Ferries investment - secondhand vessels - MV Clipper Ranger - 14 August 2018

Are you including acquisition of CR in your available options? If so do you have what you need from
my side?

From: TS Official
Sent: 13 Sep 2018 12:07 pm
To: TS Officials
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Annex A
Subject: RE: Ferries investment - secondhand vessels - MV Clipper Ranger - 14 August
2018

Richard,
Will include below update on Clipper Ranger and think all information is to hand.

Spoke to Graham earlier and for the benefit of all the bare bone issues on submission and
latest updates attached;

e [ OUT OF SCOPE

]
o MV Clipper Ranger option with Richard’s updated text. Further update from Graham that
Kevin confirmed that the option to buy most likely will expire tonight as Seatruck apparently
have a lease agreement for a couple of years (in the Med) to sign tomorrow.
e [OUT OF SCOPE

That’s it so far! Drafting submission now.

Contract Management
Ferries Unit
Aviation, Maritime, Freight and Canals

From: Kevin Hobbs CMAL

Sent: Wednesday, 29 August 2018 13:38
To: TS Officials

Subject: Clipper Ranger

Alistair called.

Yesterday they took back in house the first of the Seatruck Vessels that were chartered to
Stena since delivery. The 2" Vessel is being returned next week.

This effectively releases the Clipper Ranger immediately and another next week.
Both were offered privately but late last month they were touted around by Brokers

There are 3 options being considered in addition to TS for Clipper Ranger — all are active
« [ REDACTED

. ]
Obviously we have shown interest but there is now severe scepticism as to whether we
are serious.
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| will continue to do what | can and advised “Minister has a proposal and has read same
and has asked to speak to officials at the earliest opportunity”

My view is very clear as follows
Opportunities for any tonnage are few and far between
o Clipper Ranger has limited possibilities on our networks
e Growing issues with Ullapool/Stornoway and Freight to/from Northern Isles
o Politically there would seem to be a need to “do something” to ease the pressure cooker

« Our extensive searches are not throwing up any other opportunities to increase resilience no
matter how marginal that may be

« If there is down time we can look at opportunities to charter out elsewhere (inc Seatruck Dry
Dock cover)

| simply need to know what to do! There has been no negotiation although that could be
done quickly and then the legal purchase paperwork which again we can execute relatively

promptly

It is clear that other options are being considered by Seatruck and | think that we have not
only lost momentum but if we hold off any longer it will be too late!

The ball is with the Minister and Officials

Chief Executive Officer
Caledonian Maritime Assets Limited | Storas Mara Cailleannach Eta
On 29 Aug 2018, at 14:08, TS Official

wrote:

Kevin
Noted. Did it come up in your meeting with Mr Matheson yesterday?
Thanks for continuing your engagement with Seatruck. Content with your line to them.

As per my text to you Monday, he has received and understood the advice we have given
him. We have a meeting with him next week.

From: Kevin Hobbs CMAL

Sent: 30 August 2018 08:27

To: TS Officials

Subject: Fwd: Copenhagen update

FYI - clearly what | warned about. Meeting with Minister on Thursday is too late it now
seems. As per my advice yesterday Alistair advised albeit privately that there were 2 time
charter options and after a bit of digging the Irish Sea and Caribbean are real .

SO14001 at V.Q.

3

% W Scottish Government
o N

www.transport.gov.scot

gov.scot


http://www.transport.gov.scot/

Annex A
| can meet with Alistair at the weekend to discuss but not prepared to do so unless there is
guidance from the Minister. Effectively it D-Day this commercial world does not wait.

Kevin Hobbs
From: TS Official
Sent: Thursday, 30 August 2018 09:53

To: Pacitti F (Frances); TS Officials
Subject: FW: Copenhagen update

All
To see the latest from Kevin.
| am with Kevin later today and will discuss.

However, given our earlier advice, and the fact we aren’t meeting Mr Matheson to discuss
until Thursday of next week, we are in no position to offer any commitment.

From: TS Official

Sent: 30 August 2018 11:15

To: TS Officials

Subject: Re: Copenhagen update

Understood. However if what Alastair needs from Kevin is something that enables Alastair
to push decision beyond Thursday then that would at least spare the risk of our planned
meeting with Mr M being overtaken.

What did you take from Cab Sec's comments yesterday?

Worth getting a view from [ |l ] who evidently has an interest? [ REDACTED

[ OUT OF SCOPE

[ REDACTED ]

Richard
On 1 Sep 2018, at 10:52, Kevin Hobbs CMAL

wrote:
Hi Alistair
| was with [ [l 1Yesterday and he advised that he has been called to a meeting with the

Minister concerning the Clipper Ranger but this will not be until Thursday morning as this
was the earliest that he could arrange.
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All are very aware of the a decision is urgent and [ ] ] is aware (also copied in)
reference your advice gratefully received post his Board Meeting last week. It is crystal
clear that we have taken an undue amount of time.

| can fully understand the frustration and | share same. However we have a new head of
the Division (Frances Pacetti) and also a new Minister (CabSec Matheson)

Happy to pop in to see you to discuss same but in reality you need to protect the interests
of Seatruck Ferries and Clipper in this matter.

Please advise.

Chief Executive Officer
Caledonian Maritime Assets Limited | Storas Mara Cailleannach Eta

From: Alistair Eagles SEATRUCK

Sent: 30 August 2018 14:29

To: Kevin Hobbs CMAL

Subject: RE: Copenhagen update

Hi Kevin

Around all day Sat and Sun night. Doing a cycling event in Peebles during Sunday daytime.

Best regards

Alistair

<image001.jpg>
Alistair Eagles Seatruck Ferries Limited
CEO North Quay, Port of Heysham

Heysham

Lancashire

United Kingdom LA3 2UH
www.seatruckferries.com

From: Kevin Hobbs CMAL

Sent: 30 August 2018 14:02

To: Alistair Eagles SEATRUCK
Subject: Re: Copenhagen update

Alistair it is clear and done an email to TS just now.

Are you around at the weekend if | get positive guidance.
Kevin Hobbs

On 30 Aug 2018, at 08:18, Alistair Eagles

wrote:

Kevin

Just flying back from Copenhagen after an enjoyable (?) board meeting.
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Annex A
The Ranger was discussed and off the record | have been ‘instructed’ that if no progress is
made with Scotland by the middle of next week then | should fix the vessel on TC.

| wanted to give you the heads up. My preference is still to sell to CMAL but it now appears
that | am stretching the Danish patience. It may be an idea to be seen to be agreeing the
main terms subject final approval so at least Clipper withess some positive action?

Give me a call later if required. | will be off EasyJet around 1230 at Manchester.

Alistair

<image218bfe.JPG>
Alistair Eagles Seatruck Ferries Limited
CEO North Quay, Port of Heysham

Heysham

Lancashire

United Kingdom LA3 2UH
www.seatruckferries.com

From: Alistair Eagles SEATRUCK
Sent: 03 September 2018 12:15>
To: Kevin Hobbs CMAL; TS Officials
Subject: FW: Copenhagen update

Kevin & [ 1

| have spoken with Copenhagen this morning at some length.

Frankly they do not understand why the process has taken so long following the vessel
inspection, although | have explained re the change in Minister and TS staff. The vessel
comes free in under 2 weeks and there is a strong feeling in the camp that we should just
accept the TC deal on the table and move forward. They asked why the Minister meeting
could take place earlier in the week?

However after some debate | have convinced them to give until COB this Thursday 6™ Sept
for a final decision from your end. In this regard and to avoid any confusion by COB on
Thursday we need a firm and committed decision either way on the purchase of the Clipper
Ranger under the following main terms, as originally listed in my March email;

1. Vessel — Clipper Ranger as per your recent inspection. | can send an updated class
report if required.

2. Buyer — CMAL or other nominated Scottish Govn owned company.

3. Delivery date range — 15 Sept - 1 October (Note 1 October would be the absolute
latest delivery date that we could work with)

4. Price — [ REDACTED ]
5. Delivery Point — Seatruck Ferries Terminal Liverpool
6. BWS - The vessel is currently fitted with a Ballast Water Treatment system but this

would be removed by the current owners as it would be required by another vessel
in the fleet. If CMAL wanted the BWS to remain in situ it could be purchased from
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Annex A
current owners for a [ REDACTED ]. Pls note that the vessel is not fitted with a fresh
water generation system.

Crew - Current owners would work closely with CMAL regarding crewing to enable a
smooth handover. That said the Master & CQO’s on the vessel have Liverpool &
Dublin PEC’s which are valuable to the current owner so these crewmembers and
maybe also the CE’s could not be transferred in this instance. Transfer of the
experienced ratings would not be an issue.

Fleet spares — Fleet spares are available for purchase however current owners
would require an agreement to continue working closely with them as they will still
be managing 1 sister vessel Arrow. Note currently owners lend and share spares
between Serco and Seatruck to the benefit of both parties. Price for fleet spares to
be agreed.

Dry dock cover — We may well want to charter the vessel back for our own drydock
cover in the future. This can be dealt with on an ad hoc basis outside of the sale
agreement. Obviously we could only do this in the brief periods when the vessel was
free from her normal duties in Scotland.

If you have any questions pls let me know.

Alistair

Alistair
CEO

From:

SEATRUCK c

Eagles Seatruck Ferries Limited
North Quay, Port of Heysham
Heysham
Lancashire
United Kingdom LA3 2UH
www.seatruckferries.com

Alistair Eagles

Sent: 02 September 2018 16:33
To: Kevin Hobbs CMAL

Cc: TS Official

Subject: Re: Copenhagen update

Kevin

I'll let you know re the 24 hour extension via email once | have spoken with Copenhagen
am. | will copy [ |1 in as you are travelling.

The Ranger is free mid Sept.

Let me know if you have any further questions at this stage.

Best regards

Alistair
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Annex A

On 2 Sep 2018, at 16:14, Kevin Hobbs CMAL
wrote:
Alistair

| am off to Manchester tonight so could talk if you are available circa 2000hrs.

| will have 90 mins or so from 0830- 1000hrs before a flight to Vancouver. | will be reading
emails and phone will be on whilst away.

| fully understand the frustration. It is a fact that we need Ministerial approval.

Just got information when does the Ranger become surplus as understand covering for dry
dock at the moment?

Once the Minister has advised us we can mobilise quickly as the ball will be in my court
with lawyers who are on standby.

Shall | call later this evening?

Kevin Hobbs

On 2 Sep 2018, at 15:52, Alistair Eagles SEATRUCK
wrote:
Hi Kevin

At the meeting last week it was agreed to progress a TC, if positive steps had not been
seen by CMAL by COB on Wednesday.

Given the meeting on Thursday | will endeavour tomorrow to gain agreement from our
Board to add 24 hours to this.

| will confirm this asap in the morning. | would however stress that it is very definitely
decision time at this point.

| fully understand that the wheels of Government turn slowly but at this stage we now need
to sell or fix the vessel.

Trust this helps. Talk am.

Alistair

From: TS Official

Sent: 03 September 2018 19:09
To: Pacitti F (Frances); TS Officials
Subject: FW: Copenhagen update

All
FYI — latest view from Alistair Eagles at Seatruck — the owners of the MV Clipper Ranger.

| will go back to Alistair thanking him for the time extension and promising to get back to
him on Thursday.
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Annex A
On 3 Sep 2018, at 19:13, TS Official
wrote:
Alistair
Thanks for providing the time extension and for providing clarity on the deal on offer.
We will get back to you after Thursday’s meeting with the Cabinet Secretary.
| also acknowledge receipt of the Class Report.

From: Alistair Eagles SEATRUCK
Sent: 03 September 2018 19:36
To: TS Official

Cc: CMAL / TS Officials

Subject: Re: Copenhagen update

All noted. If you need any further information pls do not hesitate to contact me.

Alistair

From: TS Official

Sent: 06 September 2018 13:47

To: Pacitti F (Frances) ; TS Officials

Subject: Clipper Ranger - feedback from Ministers

[- ] and I met Mr Matheson, Mr Wheelhouse and Kate Higgins this morning.
[ Il 1 may want to add to my noted below.

[ REDACTED

I'll pick that up tomorrow in VQ with a view to getting something to Ministers by
Tuesday/Wednesday next week.

In the meantime, | am not going to call Kevin Hobbs but assuming he calls me sometime today | will
limit myself to saying that:

- Ministers have considered this seriously but in view of the ongoing costs and limited benefit are
not currently looking to acquire the vessel;

- They have asked for further info provided by TS today to be put into writing;
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- They understand that Seatruck may accept an alternative offer for the vessel (and | will ask Kevin
to ask Alastair to let us know if and when that happens).

In summary, conclusions were:

[ REDACTED

- [ OUT OF SCOPE

From: Kevin Hobbs CMAL
Sent: 6 Sep 2018 18:59
To: "Pacitti F (Frances)" TS
Subject: Clipper Ranger

Frances

| tried to call [ - ] earlier. He advised that you were at a meeting with Mr Matheson today ref Clipper
Ranger. Can | have your mobile number or can you give me any feedback.

Seatruck has called already to see if there is any output positive or negative.

Kevin Hobbs
On 6 Sep 2018, at 12:12, "Pacitti F (Frances)" TS

wrote:
Kevin,
Thanks for your email.

| did not attend the meeting, but have had an update. It is still under consideration. |
appreciate your desire for an early decision and will provide an update when Ministers have
concluded their deliberations. | can't give a definite timescale for decision at the moment.

Frances

From: Kevin Hobbs CMAL
Sent: 6 Sep 2018 21:12

To: "Pacitti F (Frances)" TS
Cc: TS Officials

Subject: Re: Clipper Ranger

Frances
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Thank you and | have informed Seatruck just now that there are further deliberations and
indecision. | think that Seatruck will charter out to the Caribbean for 2 years but have one
potential sale opportunity as well. Excuse the pun but | think we have missed the boat!!

Kevin Hobbs
On 6 Sep 2018, at 13:20, "Pacitti F (Frances)" TS

wrote:
Kevin,

| note your frustration at what you perceive to be indecision on the part of Ministers. You
will of course appreciate that Ministers must consider the position carefully.

| am satisfied that matters are progressing.
Ministers have noted your view on risk associated with timing of decision.
| will provide an update when available.

Frances

From: Kevin Hobbs CMAL
Sent: 7 Sep 2018 00:56

To: "Pacitti F (Frances)" TS
Cc: TS Officials

Subject: Re: Clipper Ranger

Frances

[ REDACTED

]

| have asked Seatruck to keep me fully appraised regarding this vessel which | hope they
will do. However they will be seeking a financial return as quickly as possible and will need
to achieve that.

| would also suggest that there are some Comms made in preparation because folks on the
Outer Hebrides are following developments.

Kevin Hobbs
On 6 Sep 2018, at 22:44, "Pacitti F (Frances)" TS

wrote:

Thanks Kevin
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All noted and understood. | appreciate your ongoing support on comms. The line with
external parties including Seatruck should be that Ministers are considering the position
and will respond in due course. Unhelpful | think to speculate on timescales.

| understand that you are in Canada - on holiday? If so, | hope that you are enjoying g the
break.

Fran

From: Kevin Hobbs CMAL

Sent: 07 September 2018 14:28
To: Pacitti F (Frances) TS

Cc: TS Officials

Subject: Re: Clipper Ranger

Frances

| will catch up with Alistair this weekend as he lives 1 mike away from my main home in
NWE.

So far advised no decision and he is very likely to move along another path. We shall see.

Back in the Uk - just landed. Spent 3 days with BC Ferries in Vancouver/ Victoria. Very
enlightening and many possible initiatives.

Kevin Hobbs

From: Pacitti F (Frances) TS

Sent: 09 September 2018 20:03

To: TS Officials

Subject: Text exchange with Kevin Hobbs

Good evening.

| received a text from Kevin Hobbs suggesting a call tomorrow, to update on discussions
with Seatruck.

| have responded to confirm that have limited availability and suggesting that he sets out
the revised position in an email.

I'm slightly uncomfortable with the lack of transparency associated with correspondence by
text. Could we please do a read out of any exchanges or discussions for the file?

Fran

From: Kevin Hobbs CMAL
Sent: 11 September 2018 10:55
To: TS Officials

Subject: Clipper Ranger
Importance: High

Frances and [ |l 1,

In continuation of exchanges we had on Sunday evening here is the latest update from my
side.
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Suggest that you update Ministers accordingly as part of their ongoing deliberations

o Clipper Ranger is surplus to requirements on the Irish Sea as it has been replaced by a larger vessel
owned by Seatruck Ferries

e Itis however a cover vessel until 15" Sept 2018 for another fleet vessel that is in dry dock

e Once the dry dock is completed the vessel will be free to purchase or charter

e Seatruck have 2 charter option that are live on the table regarding charter — Caribbean for 2 years
on NW Europe for 1 year

e They have interest, but nothing firm, for a purchase from SG and also a renewable sector
[ REDACTED

. ]

This is not in writing but agreed verbally pending a positive outcome reference current deliberations

| advised Alistair Eagles at Seatruck that | would share this with you.

| have not got the full picture in terms of usage by SERCO NL or CalMac but a combination
should yield a good 9 months of positive impact at least. NI Freight/DD Cover/SU Route in
summer peak .

If we have defined gaps in use then we could look at sub charters to third parties to
generate income.

The vessel will be chartered during the course of this week if we fail to act.
| can do no more at this stage

Chief Executive Officer

Caledonian Maritime Assets Limited | Storas Mara Cailleannach Eta
From: TS Official

Sent: 11 September 2018 18:01

To: Pacitti F (Frances) TS, TS Officials

Subject: Re: Clipper Ranger

Fran

(]

| assume you've had the same text follow up from Kevin.

| was not planning to update Ministers as his email below did not seem to contain any
material new info. However | am conscious that | am due to update Ministers with the
cost/benefit info | shared with them last week and | can add any relevant and new points
from Kevin's update. | may be able to work on this tomorrow.

Richard

From: TS Official

Sent: 12 September 2018 10:39

To: TS Officials

Subject: Re: BBC Shetland - Seafood Shetland/daily freight service
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Is a reference to "the fixed nature of available vessel tonnage" true given that we have
been advising Ministers on an available third freighter, and it is likely that that option will
become public knowledge at some point.

The advice we have given Ministers in the context of the Clipper Ranger is that there is not
a pressing problem of capacity on NIFS. Is that advice correct?

From: "Hadfield RD (Richard)"
Sent: 13 Sep 2018 09:10

To: "Laidlaw GM (Graham)" [
Subject: Clipper Ranger

Voicemail from Kevin yesterday (no signal) asking for decision/steer on CR. Missed call
from him just now.

Assume he will be trying you too.

From: TS Official

Sent: Thursday, 13 September 2018 09:34
To: TS Officials

Subject: RE: Clipper Ranger

Kevin also phoned me late yesterday afternoon looking for an update. | indicated | had
been out of the loop for a couple of days due to my travel but to my then knowledge there
was nothing to report.

[ REDACTED

[ OUT OF SCOPE

From: Pacitti F (Frances) TS
Sent: 13 September 2018 10:49
To: TS Officials

Subject: RE: Clipper Ranger

| have missed a couple of calls while in meetings and exchanged texts. Kevin is of the view that Serco
propose to lease Clipper Ranger which would remove the option of acquisition from Ministers (not sure
whether Serco could do so without CV?).

| have confirmed that we will get in touch when we are in a position to update.

[ - ] engaging with Serco now on immediate Shetland freight challenge and will pull together draft
submission with recommendations by close today. Grateful if you could both check in with Paul at some point
to check progress.

Fran
From: TS Official
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Sent: 13 September 2018 16:28
To: TS Officials
Subject: Ministerial Submission — MV Clipper Ranger & Northern Isles Freight Provision
Importance: High

Ministerial submission attached — formatting has gone via email but unsure if you
can access via laptop or BB — comments welcome.

Paul
Ministerial Submission — MV Clipper Ranger & Northern Isles Freight Provision

Timing : Immediate — Ministerial decision is required by 14 September 2018

Purpose:

We are seeking an urgent decision on the purchase of the MV Clipper Ranger given
updated information received on her availability on the open market from Seatruck.

[ OUT OF SCOPE

Background :

[ OUT OF SCOPE

Freight requirements under the Contract

[ OUT OF SCOPE

Timetables

[ OUT OF SCOPE
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Current / Future Freight Monitoring

[ OUT OF SCOPE

Future contract specification

[ OUT OF SCOPE

MV Helliar technical issue

[ OUT OF SCOPE

Mitigation measures

[ OUT OF SCOPE

MV Clipper Ranger

Annex A

CMAL has confirmed that Seatruck are likely to sign a charter deal tomorrow for the
MV Clipper Ranger unless they receive confirmation from Transport Scotland today
on an option to buy the Clipper Ranger — 13 September 2018.

Transport Scotland officials have discussed the option to lease and / or buy the MV Clipper
Ranger with Ministers previously. The attached detailed information on the estimated
operating costs on the Clyde and Hebrides (CHFS) and Northern Isles (NIFS) networks
and some information on potential "spend to save" options that could be explored further.

Operating costs

The following is based on financial information provided by CMAL, SNF and CalMac.

[ REDACTED
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We have not assumed any additional freight income for SNF as a result of the additional
capacity. As detailed within the submission there are periods of capacity constraints for
freight on certain days and times during the year. Suppressed demand cannot however be
adequately articulated.

[ REDACTED

Updates
Kevin Hobbs has informed us that Seatruck [ REDACTED

[ REDACTED
]

The Clipper Ranger is due to become surplus to Seatruck requirements and as previously
indicated there is one potential buyer and two potential charters (for one or two years). The
information we have is that Seatruck will take up one of the charter options on Friday 14
September 2018 if they do not achieve a sale.

Fleet investment options

[ REDACTED

- Ministers have already announced the £3.5 million "Resilience fund" for CHFS;
- We are considering a number of similar resilience projects for NIFS;

-[ OUT OF SCOPE

MV Arrow

[ OUT OF SCOPE
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Presentational issues

Recurring ask possible given raised expectations etc.

[ OUT OF SCOPE

]

Spare vessels from the Clyde and Hebrides fleet

[ OUT OF SCOPE

Communications

Following the media bids detailed in ANNEX A, the following lines issued on 12 September
2018.

A TS spokesman said:

“We recognise the challenges faced by the agricultural and seafood sectors on both
Shetland and Orkney and hold regular meetings with industry representatives and hauliers
through established forums. We also discuss freight and service issues with Serco
NorthLink Ferries.

“We will continue to review all possible mitigation options, including flexing timetables as
and when appropriate, being mindful of the cost to the public purse. Measures to improve
the flexibility of services will be considered as part of the next Northern Isles Ferry Services
contract.”

Background info:

- Transport Scotland engages regularly with local stakeholders, including freight bodies,
through the Stewart Building Group to hear their concerns and growth plans.

Proactive communications

Depending on the decision taken on the options forwarded, Transport Scotland officials will
liaise with press colleague to provide proactive lines to communicate any decision.

Conclusion
A Ministerial decision is sought on whether
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Annex A
e To engage Seatruck in further negotiations / confirm the purchase of the MV Clipper
Ranger given updated information received on her availability on the open market
from Seatruck.

e [ OUT OF SCOPE

]

The Minister / Cabinet Secretary is asked to note;

e [ OUT OF SCOPE

Contract Management
Ferries Unit
Aviation, Maritime, Freight and Canals

From: TS Official

Sent: 13 September 2018 17:33

To: TS Officials

Subject: RE: Ministerial Submission — MV Clipper Ranger & Northern Isles Freight
Provision

| have suggested some changes and made some comments in the attached.

Sorry to come late to this but just back from North Uist and back on line.

[ REDACTED

[ OUT OF SCOPE

Richard

From: Alistair Eagles SEATRUCK
Sent: 14 September 2018 08:15
To: TS Officials

Subject: RE: Call

It was really just to catch up on the Clipper Ranger. The prospective charterers are
dragging their feet a little so there does still exist a very small window of opportunity where
a purchase of the vessel could still be completed.

Given the lack of tonnage in the market | just really wanted to make sure you were fully
aware of the situation.
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Annex A
To me having a sister vessel that could help with the Northlink capacity issues for some of
the year and swallow all the Stornoway freight during the peak summer season makes a lot
of sense.

If any of the team wish to seek any clarity then pls give me a call. A picture of the Ranger is
att. from her previous time on the Ullapool — Stornoway route.

Alistair
Alistair Eagles Seatruck Ferries Limited
CEO North Quay, Port of Heysham
Heysham
Lancashire

United Kingdom LA3 2UH
www.seatruckferries.com

From: TS Official

Sent: 13 September 2018 22:43
To: Alistair Eagles SEATRUCK
Subject: RE: Call

Alistair

| am currently in Stornoway on business and at 9.00 tomorrow | will be on a ferry to
Ullapool with no phone signal. Given | am out the office all of tomorrow | would be grateful
if you could liaise with my colleague Richard Hadfield? It won't be at 9.00 as | know Richard
is hosting a conference call at that time on another project but could be soon afterwards. |
have copied colleagues Richard and Caroline into this exchange for their awareness.

Graham

From: Alistair Eagles SEATRUCK
Sent: 13 Sep 2018 5:15 pm

To: TS Official

Subject: Call

Trust that you are keeping well?
Would it be better possible to have a quick call at 0900 tomorrow?

Alistair

From: TS Official

Sent: 25 September 2018 11:17

To: TS Official

Subject: MV Clipper Ranger - TS Confirmation - Not interested in purchase or long term
lease - 24 September 2018

From: TS Official
Sent: 24 September 2018 22:02
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Annex A
To: Pacitti F (Frances) TS
Cc: TS Officials
Subject: FW: Clipper Ranger
Fran

To note that Alistair Eagles is again touting the MV Clipper Ranger. | have told both him
and Kevin that we are not pursuing the vessel but still he comes back!

[ REDACTED

Tomorrow | will again go back to Alistair indicating we are not pursuing.

Graham

From: Alistair Eagles SEATRUCK

Sent: 24 September 2018 21:55

To: TS Official

Cc: Kevin Hobbs CMAL

Subject: Clipper Ranger

Given the recent press re the Ranger | want to be absolutely clear on her current situation.

By COB on Wednesday we have to lift our Board Approval on a charter for the vessel.
Once this lifted we are legally committed to the charter and there is no way back.

Until that point she is still available in to purchase or to long term bareboat charter.

| am on the mobile if you need me.

Alistair
Alistair Eagles Seatruck Ferries Limited
CEO North Quay, Port of Heysham
Heysham
Lancashire

United Kingdom LA3 2UH
www.seatruckferries.com

From: TS Official

Sent: 25 September 2018 18:15
To: Alistair Eagles SEATRUCK
Cc: CMAL

Subject: RE: Clipper Ranger

Alistair

Thanks again for a final opportunity to intervene.
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Annex A

As | indicated in my earlier response, Scottish Ministers are not going to pursue the MV
Clipper Ranger at this time.

From: Alistair Eagles SEATRUCK
Sent: 26 September 2018 07:52
To: TS Official

Cc: CMAL

Subject: RE: Clipper Ranger

On a purely practical issue we had a couple of press enquiries yesterday about the Ranger
from the usual suspects in Scotland. So far we have ignored but if they persist we may
have to say something. In this event would you be OK with something relatively short and
benign such as;

“Seatruck has discussed the potential sale of the Clipper Ranger but Transport Scotland
are not going to pursue this option at this time”

Let me know your thoughts?

Alistair
Alistair Eagles Seatruck Ferries Limited
CEO North Quay, Port of Heysham
Heysham
Lancashire

United Kingdom LA3 2UH
www.seatruckferries.com

From: I VEDIA
Sent: 01 October 2018 15:44
To: ;

Subject: Ferries

Hi Steven,

Seatruck have put the MV Clipper Ranger on the market for sale. Has CMAL / TS made any inquiries
regarding a potential purchase for the Stornoway route?

Freelancer

From: TS Official

Sent: 01 October 2018 15:51
To: TS Officials

Subject: Freelancer || - C'irrer Ranger

Let me know what we can say, folks

From: TS Official

Sent: 01 October 2018 17:54

To: TS/SG Officials

Subject: Freelancer |l - C'ipper Ranger - lines for clearance
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Annex A
Spads,

We’ve been asked about the freight ferry, MV Clipper Ranger, being put on the market —
and whether we’d be interested in purchasing her.

This is likely to be linked to the capacity issues the CalMac services have faced over the
summer period.

Grateful for clearance of the following suggested response.

Thanks,

A TS spokesman said:

“Capacity in peak periods is one of the challenges for our ferry services, particularly given
the very welcome increase in passenger numbers which has followed the successful
introduction of Road Equivalent Tariff.

“‘Work is also already underway to appraise, and subsequently to deliver on, further
improvements to the ferry services to the Western Isles, including the important Ullapool-
Stornoway route.

“Over £1.2 billion has been invested in ferry services across the Clyde and Hebrides since
2007, including the MV Loch Seaforth and harbour upgrades at Stornoway and Ullapool.
We are continuing to invest in new vessels and ferry infrastructure to renew the fleet.”

Background info:

- Ministers gave serious consideration to the acquisition of the MV Clipper Ranger, but the
limitations on her deployment meant that she would have made little contribution to our
priority of wider network resilience. The costs of having the vessel in the fleet year round
were also prohibitive.

- CMAL also had discussions with Seatruck on the possibility of a short-term charter this
summer, but the vessel was not available on this basis.

- Additional passenger and car capacity has been provided to the Stornoway-Ullapool
service in the form of the deployment of the MV Loch Seaforth. Communities on Lewis and
Harris will also benefit from the additional capacity on the services to the Western

Isles when the second vessel currently under construction at Ferguson Marine Engineering
on the Clyde enters service in 2020.

From | V' ED'A
Sent: 01 October 2018 15:44
To:;

Subject: Ferries

Seatruck have put the MV Clipper Ranger on the market for sale. Has CMAL / TS made
any inquiries regarding a potential purchase for the Stornoway route?
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]
Freelancer
From: TS Official
Sent: 01 October 2018 18:00
To: Minister for Energy, Connectivity and the Islands
Cc: Press Transport Scotland; TS/SG Officials
Subject: Re: Freelancer |l - C'icper Ranger - lines for clearance

Grateful for Mr Wheelhouse's clearance.

From: Special Adviser

Sent: Monday, 1 October 2018 17:58

To: TS Officials

Subject: RE: Freelancer | - C'ipper Ranger - lines for clearance

Ok.

From: "Minister for Energy, Connectivity and the Islands"
Sent: 1 Oct 2018 18:45

To: TS/SG Officials

Subject: RE: Freelancer - Clipper Ranger - lines for clearance

Mr Wheelhouse is not content to clear.

He has asked where the figure of £1.2bn came from? Last week it was £1.0Bn and we
have not announced any new spend since then....

The Final paragraph needs some alternations:

Additional passenger and car capacity has been provided to the Stornoway-Ullapool
service in the form of the deployment of the MV Loch Seaforth. Communities on
Lewis and Harris will also benefit from the additional capacity on the services to the
Western Isles when the second vessel currently under construction at Ferguson
Marine Engineering on the Clyde enters service in 2020.

1. Can we remove 2020 and mention that the Second Vessel being built at Fergusons
will be going into the Western isles Fleet.

2. Could we also mention that we continue to look for second hand vessels which are
suitable and could supplement the fleet?

| would appreciate if the lines could be altered to take this into consideration?

| Private Secretary to Paul Wheelhouse MSP, Minister for Energy, Connectivity and the Islands

From: TS Official

Sent: Monday, 1 October 2018 19:52

To: Minister for Energy, Connectivity and the Islands; TS Officials

Subject: RE: Freelancer | - Clipper Ranger - lines for clearance

Updated lines below - officials have confirmed the £1.2bn. This was updated after a review
of the figures for a very recent Fol

Grateful if you can confirm if this version is ok to go?
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Annex A
A TS spokesman said:

“Capacity in peak periods is one of the challenges for our ferry services, particularly given th
very welcome increase in passenger numbers which has followed the successful introductior
Road Equivalent Tariff.

“‘Work is also already underway to appraise, and subsequently to deliver on, further
improvements to the ferry services to the Western Isles, including the important Ullapool-
Stornoway route.

“Over £1.2 billion has been invested in ferry services across the Clyde and Hebrides since
2007, including the MV Loch Seaforth and harbour upgrades at Stornoway and Ullapool. We
are continuing to invest in new vessels and ferry infrastructure to renew the fleet, with the
second vessel being built at Fergusons going into the Western isles Fleet. We also continue
look to seek suitable second hand vessels which could supplement the fleet.”

Background info:

- Ministers gave serious consideration to the acquisition of the MV Clipper Ranger, but the
limitations on her deployment meant that she would have made little contribution to our priori
of wider network resilience. The costs of having the vessel in the fleet year round were also
prohibitive.

- CMAL also had discussions with Seatruck on the possibility of a short-term charter this
summer, but the vessel was not available on this basis.

- Additional passenger and car capacity has been provided to the Stornoway-Ullapool servic
in the form of the deployment of the MV Loch Seaforth. Communities on Lewis and Harris wil
also benefit from the additional capacity on the services to the Western Isles when the secon
vessel currently under construction at Ferguson Marine Engineering on the Clyde

From: TS Official

Sent: 01 October 2018 20:14

To: Minister for Energy, Connectivity and the Islands; TS Officials

Subject: RE: Freelancer |l - C'ipper Ranger - lines for clearance

Thank you - these are now issued

Sent with BlackBerry Work (www.blackberry.com)

From: "Minister for Energy, Connectivity and the Islands"
Sent: 1 Oct 2018 20:07

To: TS Officials

Subject: Re: Freelancer - Clipper Ranger - lines for clearance

Mr Wheelhouse is content the amended lines for issue.

Private Office to Paul Wheelhouse MSP, Minister for Energy, Connectivity and the Islands
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