[redacted|

From: [f€dacted]

Sent: 9 Oct 2018 11:02
To: [redacted]

[redacted]
Ce: "[redacted] )
Subject: RE: First Bus Interview

lredacted]




lredacted]

» First have claimed that the ‘£100m’ required to comply with LEZ would costs in 2 pence
per passenger fares additional costs, however it is clear that the additional costs of LEZ
compliance are actually a fraction of this.

[redacted] | Air Quality Emission Abatement Retrofit Technology Senior Advisor | ROADS
Directorate
[redacted]

transport.gov.scot

Transport Scotland, 4 Floor, Buchanan House, 58 Port Dundas Road, Glasgow, G4 OHF

'redacted]



[redacted]

From: [redacted]

Sent: 11 October 2018 13:11

To:

[redacted]
Subject: RE: Foliow Up - Bear Phase i

‘redacted|




lredacted]

From: George Mair {redacted]
Sent' 11 Netnhar 2018 N2:46
0.

redacted]
Cc: [redacted] <[redacted] Paul White <[redacted]
Subject: Follow Up - Bear Phase |l

Hi [redacted]

As discussed yesterday, we had a tele-conference last night, unfortunately we did not receive an
endorsement of the proposed way forward and will now be seeking an early meeting with [edtedtg
discuss the concerns expressed to us last night.

| mentioned your costings yesterday, whilst there was some commonality between your costings
and those provided by some of the operators, none of the operator costings we've seen get near
to the £34 to £37k as set out in your email dated 2" October 2018, this doesn’t seem to be the
case south of the border either. We appreciate your efforts here, albeit at the end of the day, ‘the
costs will be the costs’, with the operators being left to fund 60%, not where we wanted to be in all
of this.

There is some interest in the potential for a scrappage scheme, so may be scope for further early
discussions here.



I'm sorry that this will not be the message you had hoped for, we appreciate all your hard work,
but we will need to now take matters to a new level.

Happy fo chat this over on the phone if it would help.
Kind regards

George

George Mair FCILT
Director, CPT UK - Scotland

Confederation of Passenger Transport UK - Scotland, 2 Walker Street, Edinburgh EH3 7LA
[redacted] \: www.cpi-uk.org

Follow us on Twitter! @CPT_UK

Legal Disciaimer: Any infermation in this email is for general guidance only and represents the writer's understanding of certain aspects of law, statistical information and industry
operational praclice at the time of sending. The wriler, GPT, its officers, servants and agents do not accept any responsibility for loss or damage (including economic loss) arising
from any mis-statement or error, nor from the use of, or reliance on, this malerial. This emait is nol intended fo provide legal advice or professional counselling. Registered in England
and Wales. Company Number 1182437,

This email has been scanned by the Symantec Email Security.cloud service.
For more information please visit http://www.symanteccloud.com
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‘redacted|

From: [fedacted]
Sent: 11 October 2018 09:24

[redacted]

Subject: RE: Follow Up - Bear Phase |l

[redacted]

Not what we were hoping for. [redacted] pasically said to me at the CPT conference last week if

the numbers came out at £15K per bus, they would grumble but lump it, and | got the impression
that First were the major objectors. £15k per bus for the bigger operators is where we came out

isn't it?

[redacted]

Thanks

[redacted]




[redacted]

Erom: [redacted]

Sent: 23 October 2018 11:13

To:

co redacte

Subject: Bus Emission Abatement Retrofit (BEAR) Programme Phase 2 launch
Attachments: Air - Minister - Briefing - BEAR Programme Phase 2 - Launch of BEAR Phas....obr
[redacted]

We provided the Cabinet Secretaries with a briefing on the 27 September on the proposed launch
of the Bus Emission Abatement Retrofit (BEAR) Programme. The briefing is attached. The
Cabinet Secretaries were content for the scheme to be launched. The briefing was provided in the
week before the CPT annual conference, so that Mr Matheson had an updated overview of the
BEAR Programme. At the CPT conference, concerns were raised about the validity of the ancillary
cost calculations used by Transport Scotland e.g. bus operators thought they were substantially
higher than the costs that they would have expected. Since the CPT conference, we have
engaged with CPT, First and Stagecoach on this ancillary cost issue, to try and reach a resolution.

Transport Scotland shared our indicative costs of retrofit equipment and ancillary cost with CPT
and requested feedback from them by the 5 October. We extended this deadline to the 10
October and then fo the 15 October at the request of CPT. During a conference call with CPT on
15 October, CPT stated that the concerns around the ancillary costs were based on the fact that
“...this topic is all so new, so the industry does not have a good understanding of what these
ancillary costs are”.

Estimated costs for the purchase of retrofit kit and ancillary costs were provided by two major
operators (First and Stagecoach). Whilst the 5 year costs for equipment and ancillary costs
combined were initially quoted by First as being £17k per bus, they have now increased this figure
to £23k-£24k. Stagecoach have calculated their costs are nearer £30k-£34k (but this does not
include pre-instillation costs). Our conversations over the last week or so with both companies has
suggested that the predicted costs are likely to increase further as pre-installation and bus
ancillary costs are still unclear, given that the topic is indeed relatively new to the bus operators.
As such, we believe that we have reached a general agreement around the range of ancillary
costs such that we are both in the same ballpark, albeit for First the calculations do not result in
the “£15k mark” being met e.g. the figure often quoted as the cost of the retrofit kit-only purchase
(Note: The First figures may be skewed by the bulk buying capability)

Conversations with[redacted] at First suggested that First were opposed to scheme costs being
extended beyond one year. However, during our conversation, First altered their view so they are
now receptive to extending eligible ancillary costs for maintenance and AdBlue beyond 5 years,
even to the expected life of a bus (16 years). The buses First are considering converting in
Glasgow are typically 7 years old, so would have a further 4 years beyond the initially proposed 5
year monitoring period within BEAR. In short, this means that some (but not all) of the ancillary
costs would be for the remainder of the bus life whilst other ancillary costs would be for a fixed
period of 5 years. This is one substantive change from the detail provided in the Ministerial brief
noted above. Including these extended ancillary costs, and a comparable pre-installation costs in
the BEAR ‘funding calculator’ (which incorporates the State aid 40% aid intensity limit
requirement) shows that a retrofit grant figure of about £15k for Stagecoach and £11k+ for
First is possible, which we believe would be sufficient to address the concerns raised at
the CPT conference.
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First are opposed to being required to monitor their bus emission performance beyond 1 year.
Previous rounds of Clean Bus Technology Fund required quarterly reporting from telematics fora 5
year period however in the most recent round of CBTF this was lobbied down to 1 year by operators.
First have stated they regard emissions monitoring as a waste of money. We do not agree with this
statement and have insisted on a 5 year monitoring phase. First are also interested in the use of
BEAR 2 funding to “re-engine” vehicles (to replace the engine and exhaust!) to Euro VI standard.
This approach is already included in the BEAR 2 design as eligible costs. | would also note that on
9 October, First announced a £100m package for bus investment in new and retrofitted buses which
would achieve LEZ compliance. First have drafted and costed a very large scale retrofit conversion
programme of 284 buses which would essentially cover their entire Glasgow Euro |V and V fleet.

Happy to chat this week on the above, to answer any questicns on this particularly techy topic.

I would recommend that the BEAR 2 scheme is launched on Friday 26 October.

Reaards.
[redacted]

[redacted] Ph.D FIEMA
Head of Air Quality | Roads Directorate | Transport Scotland | 4th Floor Buchanan House | 58 Port Dundas Road |
Glasgow | G4 OHF |[redacted]



[redacted] e

From: [redacted]

Sent: 22 November 2018 18:31
To: [redacted]

Subject: RE: Retrofit generosity
[redacted]

— could | suggest the following response:

The CBTF grant fund was a competitive bidding process which resulted in a range of different
technological solutions to retrofitting, including SCRT fitment and repowering with new drivetrains.

Some operators opted for several technologies in their bids which makes direct cost comparison
difficult as the quoted figure of £14.3k is a weighted average of a mix of technologies of different
values.

There was a broad range of average grant per bus per recipient with £6000 at the lower end, and
£27,343 at the upper end.

I would propose the lower grant figures are not outliers, any more than the higher ones are. We
could remove the upper 3 bids and result in average grant of £13k but this again would not be
representative.

What is more relevant is the total amount of grant funding for the bus industry, and in making £7.8
million available towards the cost of retrofitting, the bus industry in Scotiand stand to gain
considerably more in relative terms than the bus industry in England. Consider if the £39m for the
Clean Bus Technology Fund (2017-2019) was scaled down for Scotland in terms of either head of
population, or number of buses. The grant figure would be only half the £7.8 million BEAR Phase
2 grant which has been made available, and that is before we consider the £1 million already
awarded through BEAR Phase 1.

In terms of the grant award that can be made available for First, we are willing to work with First to
help identify all eligible costs. The Energy Savings Trust has contacted the local First office on
several occasions to offer direct support to assist with this process however has not received any
response.

[redacted]

[redacted] | Air Quality Emission Abatement Retrofit Technology Senior Advisor | ROADS
Directorate
[redacted]

fransport.gov.scot

Transport Scotland, 4" Floor, Buchanan House, 58 Port Dundas Road, Glasgow, G4 OHF

IR TRANSPORT SEomaAlts B E2 D

Transport Scotland, the national transport agency
Comhdhail Alba, buidheann naiseanta na comhdhail
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From: [redacted]

Sent: 22 November 2018 09:59
To: [redacted]

[redacted]
Subject: RE: Retrofit generosity

Hi [redacted] | ajready have the calculations on this. et attempting to cherry pick the dataset
by ignoring the operators with the three lowest average grant per bus. This skews the figures
towards the narrative First wish to portray.

The CBTF had a very broad range of grants, as can be expected with a blind bidding round.
| can have a draft response ready for your approval this afternoon.

| believe the 'generosity’ referred to yesterday in the committee is the fact that the Bear schemes
are offering more than twice the grant funding per head of population than in England.

Given neither CBTF or Bear schemes offer sufficient funding for all buses to be upgraded, the
price of grant per bus is psychogically significant but not fiscally as relevant as the relative size of

the totai pot.

[redacted]

[redacted]



'redacted|

From: [redacted]

Sent: 23 November 2018 16:38
To: [redacted]

[redacted]

Cc: [redacted]

Subject: State Aid update Important
Importance: High

'redacted|




Operator views
o Email from Andrew Jarvis (First Glasgow) states they are aware of the recent EU decision
and are reviewina their position on the BEAR 2 funding.
e Email from [redactedyyest Coast Motors) suggests that CPT are planning on lobbying
the Scottish Government based on the EU development.

lredacted]

Analysis

'redacted]

. Scottlsh 'cr}perétorll"sréré likely to prefer the German model however as it sounds like they are
achieving a higher level of grant support.

[redacted]

[redacted] | Air Quality Emission Abatement Retrofit Technology Senior Advisor | ROADS
Directorate

[redacted]
transport.gov.scot

Transport Scotland, 4® Floor, Buchanan House, 58 Port Dundas Road, Glasgow, G4 OHF
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Transport Scotland, the national transport agency
Comhdhail Alba, buidheann naiseanta na comhdhail

'redacted|




'redacted|

Erom: [redacted]
Sent: 07 November 2018 15:13

To: Andrew Jarvis <[redacted]
Subject: RE: First in Scotland

Andrew,

Sincere apologies that | haven’t responded to your email below sooner, I've been on annual
leave.

| understand the anxieties and frustration you express in your email below relating to where we
ended up on the BEAR 2 funding. | have also discussed this at length with [redacted]  There
clearly was an initial expectation of 100% funding and that is not what where we have ended

up. The fact that there was this expectation in the first place is indeed regrettable and | can only
apologise and assure you that it won’t happen again in any future funding rounds. That said, |
think you would have to recognise that First have an aged fleet of buses compared to other bus
operators given a lack of investment over the years and that is part of the reason why First are
feeling this more acutely. | understand that First has a large number of Euro lil buses which are
reaching life expiry which would need replaced regardless of LEZs. And England are not giving
100% of funding for retrofitting, for the most part they are covering the initial costs. The model is
different in Scotland and therefore it does not follow that the grant per bus will equate to 40% of
that received in England and Wales. It is likely to be comparable as the Scottish model includes
eligibility for fuel saving measures and replacement of engines.



We are where we are with the BEAR 2 funding, but going forward | really want to continue to
work with you and the rest of the bus industry in a collaborative way as we have been doing on
the changes to green BSOG, concessionary fare reimbursement and the provisions in Transport
Bill. I appreciate we will not always agree, but | believe working together gets us all collectively
to a much better piace.

| saw today that the inaugural meeting of the Glasgow Bus Partnership went well. There seems
to be real potential to see a step change for bus in the city which is hugely encouraging and
positive. 1 know there is an ask of Transport Scotland to consider managed motorways as part of
a new proposition for Glasgow and that is something | am due to discuss with other Directors
shortly.

Please do get stay in touch and feel free to email/ call me should you want to raise other
thoughts/issues direct.

Best wishes,
[redacted]
El J— [[redacted]
~ | Director of Bus, Accessibility and Active Travel
Transport Scotland
[redacted]

From: Andrew Jarvis {redacted]
Sent: 26 October 2018 20:01
To:[redacted]

Subject: First in Scotland

HI [redacted]

Thank you for coming along to our launch a week or so ago, even the wet weather didn’t seem to dampen
the people of Glasgow who came to see what we were up to!

[ thought it might just be worth sharing my deep anxieties about where we are ending up on the BEAR
funding despite the volume of discussions that have been had.

Practically speaking First have getting on towards 500 vehicles in our fleets across Aberdeen, the central
belt and Glasgow that can and will need to be retrofitted to Euro 6 in order to comply with the intended

low emission zones in the major Scottish cities. In addition, we will need to replace roughly 550 vehicles in
the same four or five year time zone.

A new single deck Euro 6 vehicle is currently approx £155k each, a new double deck is £230k each. Given
our fleets concentrate on urban areas, our average spend per bus is around £200k each. So in the next four
to five years we need to spend £110m on new vehicles, which is extremely challenging.

As has been acknowledged, the industry had been promised 100% funding for retrofit as has happened in
England and as has been allowed for in the T'S budget indications of around £10m per year for three years.
For all the extremely frustrating reasons already played out, this cannot now be the case and we will

instead receive only 40% funding.

This leaves a substantial capital shortfall as well as an operating cost shortfall. Even in pure capital terms
First will now also have to find almost £4m over the next four to five years to pay for the remaining capital
elements of the retrofit programme. Are we meant to have to pass this cost on to customers? An extremely
regressive step, with potentially some of the lowest paid in society will be paying for early improved air




quality by using bus services, whilst potentially better off city centre dwelling car drivers will receive
extensions for compliance. But I feel as if ’'m running out of options.

The combined capital expenditure needed to comply with the LEZ policy is now approaching £115m, for
First alone.

Not only do we have this capital to find, we also have to persuade our plc owners and their shareholders
that they should do this whilst a Transport Bill with the potential for market confiscation is underway
(franchising), a wholesale change in the way green BSOG is calculated which reduces or removes the
assistance for some green buses already in the fleet along with the annual rebasing of the concessionary
fare reimbursement which is likely to further reduce the reimbursement method below 56.8%.

I would urge you to find some solutions to these accumulating problems in a creative manner which assists
the people who choose to use buses and not penalise them.

I am more than happy to discuss further with you if you feel at all helpful. I recognise you may not!

Kind regards

Andrew
Managing Director
[redacted]
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lredacted]

From: [redacted] o
Sent: 29 Nov 2018 5:30 pm
To: Tredacted]

[redacted]

Subject: RE: State Aid update - importgnt

[redacted]
!

| understand you are joining a meeting with ****‘and bus operators next Thursday (to include
First) where you will give an update on state aid and BEAR 2 given the developments outlined
below.

Can | just check — is the main reason we won't consider following suit in terms of what the
Germans are implementing for BEAR 2 is mainly due to the fact that it wouid take too long to do
the necessary work/get the necessary permissions/ implement and we need to get the money
out of the door this financial year? ! ask because | can see what they would receive per bus
wouldn’t be wildly different if we did what the Germans are planning to do (but in all likelihood
would probably equate to a bit more per bus and would soften the blow) and if this is something
we can easily give them then we should discuss, but my understanding is that we can not easily
give them this for the reason above.

Is that right?

Cheers

[redacted]

From: [redacted]

Sent: 26 November 2018 10:00
To: [redacted]

[redacted]
Subject: RE: State Aid update - important

Yes | completely agree, we have a series of individual operator meetings lined up fortunately over
the next few weeks with major operators such as West Coast Motors, McGills, Xplore, Stagecoach
and Lothian buses.



First Glasgow have not engaged with our invitations to meet however and have stated they are
reviewing their position following the EC press release. Any help with keeping the communication
open gratefully received.

Thanks
[redacted]

[redacted] | Air Quality Emission Abatement Retrofit Technology Senior Advisor | ROADS

Directorate
[redacted]

transport.gov.scot

Transport Scotland, 4" Floor, Buchanan House, 58 Port Dundas Road, Glasgow, G4 OHF

IR TRANSPORT SCoTwA: B 2 D

Transport Scotland, the national fransport agency
Comhdhail Alba, buidheann naiseanta na cémhdhail

From: (redacted]
Sent: 26 November 2018 07:14
To:[redacted]

[redacted]

Subject: RE: State Aid update - important

redacted
[ ]et al

| agree there is a requirement to manage expectations but there is also the simple fact that there
is money available this fiscal year that is there to be claimed / drawn down from. So whatever
tactics the Operators adopt around this latest turn of events, they / us need to continue to work
together to get the money flowing

Regards

[redacted]

rrom: [redacted]

Sent: 23 November 2018 17:44
To: [redacted]

[redacted] o

Cc: ([redacted]
Subject: RE: State Aid update - important

Thanks [redacted]

Managing expectations is going to be key here with the operators, the German scheme is still
GBER for now, and may not result in any more funding per bus for most operators than BEAR 2

even post-GBER.
3




The BEAR Phase 2 grant fund meanwhile is open for business, first come, first served. Ironically
we were making good progress with the operators and seeing some big bids being considered.

'redacted|

[redacted] | Air Quality Emission Abatement Retrofit Technology Senior Advisor | ROADS
Directorate

[redacted]
fransport.gov.scot

Transport Scotland, 4 Floor, Buchanan House, 58 Port Dundas Road, Glasgow, G4 OHF
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Transport Scotland, the national transport agency
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'redacted]



[redacted]

s R R R
From: [redacted]
Sent: 18 December 2018 20:55
To: | |
CC: [ ]
Subject: CPT meeting with Cab Sec - 18 Dec

‘redacted|

3. BEAR (bus retrofit for LEZs) funding




- CPT said they are working closely with TS officials and keen to be constructive. They were
aware of no bids for BEAR Il and still felt the funding would not be comparabile to English
schemes. | confirmed that we had agreed to work together on this year's scheme as there was
disagreement on the numbers.

- MM explained the difficulty in any attempt to carry over funding into next year, especially if all or
most of it were unused. He expanded that it would be more helpful if at least a good amount of
funding had been applied in this year.

- MM said there wouid not be additional funding. CPT confirmed that the funding amount overall
was enough in their view, but they were seeking a higher amount per bus than the roughly £10k
that they perceived to be achievable under BEAR II.

- MM said he was happy to look at state aid approval for future years (noting the German scheme
was not comparable). He said that would take time and had no guarantees.

'redacted|

[redaCted]| Team Leader, Bus Policy | Transport Policy Directorate | Transport Scotland

Tel: [redacted]
Mob:

Floor 2F North
Victoria Quay
Commercial Street
Edinburgh

EHG 6QQ

www.transport.gov.scot




[redacted]

From: [redacted]

Sent: 19 December 2018 09:54
To:

To [redacted]
Subject: RE: CPT discussions

Hi i[redacted]

Yes, | think we heard the ‘alternative facts’ from " yesterday, which CPT were also
unconvinced about. There were quite a few of these.

1. Grant offer is for £9k per bus, which (for [redacted] benefit) "*“***‘colourfully described as
“like receiving a punch in the face”. "*"“was however using an out of date draft version of
the calculator from when we did the market testing pre-launch.

2. That DfT were giving £17k per bus in the CBTF. '*®dgrrived at this figure by removing
almost 1/3 of the buses which had the lowest average grant per bus, thus skewing the
statistics. DfT’s own data suggests that the average for SCRT was nearer £13.5k

3. That the BEAR 2 monitoring requirements are ‘Rolls-Royce’. Monitoring is typically £200-
£250 per year, and provides assurance that the installed equipment is working as it should
ie. operators are maintaining these correctly and supplying sufficient AdBlue. Monitoring is
an eligible cost for grant contribution.

4. That DfT are funding the conversion of all buses in England. There is no data to support
this claim, the CBTF aims to convert 2768 buses, there are ~38,000 buses in England
however, most of which will be non-Euro VI.

Where there are kernels of truth in what "*“*““yas saying is that First as a company were able to

receive £17k+ per bus through the CBTF. This was because they bid via local authorities at the

higher end of the average price per bus, and were fortunate to make the cut. These figures are not
representative of the DfT scheme however.

redactedlis also very keen to use the DT scheme as analogous, however the criteria in the latest
round of the CBTF was eroded following lobbying by First themselves, increasing the capital costs
cap from 75% to 100% and reducing monitoring requirements from 5 years to 1 year.

| had a good chat with .['edamed]following the meeting — we actually get on very well when we are not
disagreeing on the numbers — and | am assisting "*“**with reworking his spreadsheet based on

an indicative bid.

In practice, given the limitations we have with this year's State aid position, bids we receive are
likely to be target driven. First mentioned they can get to 30% buses through natural replacement,
to meet the 40% target for Glasgow suggests retrofitting 60-80 buses.

In terms of where First are likely to be bid wise, a mix of 70 buses by SCRT (60 buses) and re-
enginging (10 buses) would result in an average grant of £13.5k-£14.5k per bus. Inciuding the
assisted areas amount, this would increase to £15k-£16k per bus - a value which First would find
very difficult to defend should they wish to complain to the traffic commissioner about levels of
grant funding.

Interestingly, Stagecoach, despite stating that they do not need to bid this year to make targets
(potentially by reallocating Euro Vs from Edinburgh or Dundee routes to Glasgow?), were keen
that any additional eligible costs identified were shared with them also.

1




Glasgow council are writing to the operators next week to confirm LEZ targets for 2019. | think it
would be useful to alsc consider writing formally to the operators in January — the Traffic
Commissioner will seek evidence that the industry were suitable informed, and providing this will
help a) avert the need for a Pl and b) should the operators insist on a PI, provide supporting
evidence that operators were suitably informed.

Last thoughts — with the two PLCs, First and Stagecoach — we are not actually speaking to the
decision makers in the Boardrooms."**“*“mentioned afterwards the Board in First Group were not
even aware of the scheme. Given 2 out of 3 buses to be retrofitted will be with these companies,
we need to be communicating at the right level. There is a social responsibility with retrofitting
given the level of air pollution improvements that can be achieved, and large companies need to
be looking at more than just the pounds, shillings and pence in their decision making.

Thanks
[redacted]

From: [redacted]
Sent: 18 December 2018 22:23

w[redacted]
[redacted]
Subject: RE: CPT discussions

[redacted]

Absolutely agree.

Having spoken to [redacted] on this previously | know that he has crunched the numbers and is
adamant the average you would get in England is £15K - £17K a bus. Are we 100% sure his
numbers are wrong and ours are right? | don’t get the impression he is being disingenuous either
about the English comparison (i.e. he really believes his costings are right based on First's
experiences south of the border) or the fact that First won't bid for BEAR 2 as it stands. | think if
we got to £15K First would seriously think about applying for BEAR 2 funding. If First Glasgow
were to qualify for an additional 5% funding (if it is based on postcode of the depot, they would be
eligible) would this take us anywhere near £15K per bus?

[redacted] — not expecting answers to these guestions by return email, but just sharing the
key questions | am left with in my mind following today’s meeting.

Many thanks
[redacted]

From: (redacted]

Sent: 18 December 2018 10:55
To: [redacted]

[redacted]
[redacted]

Subject: CPT discussions

Folks



Obviously a challenging meeting this morning but it ended relatively positively. | think if we keep in
mind that a Scottish settlement should be reasonably comparable to those in other countries then
we'll not go far wrong. For the Glasgow operators at least we need to better understand what the
potential 5% state aid could allow

[redacted]

From: [redacted]
Sent: 17 December 2018 18:22

[redacted]

S L [or E E BN 4 8 N N3N R AASC L e s mey g v rar s

Subject: FW: BEAR

[redacted]

To let you know that we received this today from Paul who is putting forward some detailed points
from his discussions and investigation in Europe. You don’t need to read it (certainly not the
attachment).

redaeland I have spoken and we do not feel that this changes the substance of the negotiation —
so this is purely for your awareness. Paul focuses on the possibility that the Germans (and we, in
theory) could go above 80% in terms of intensity. We are not necessarily disagreeing with

that. Germany is a different country with a different regulatory set-up (with some bus franchising
and some public ownership) so appears to be providing provision for regional government to
provide a further 15% funding.

Rather, we want to come back to our key points about the bigger picture, which | think are:

- We want to get the £7.8m retrofit funding spent in 2018-19. Indeed, this figure could be larger.

- Any application for state aid approval for a higher aid intensity would be likely to take as long as
or longer than the German process of 142 days — in fact one would assume longer given the
complexities of taking into account.

- That would mean that we lose the £7.8m in this year and we would not expect to be able to carry
it over into future years.

- The German scheme only covers the costs of retrofit kit so while the higher percentage looks
appealing, the quantum of grant per bus is no higher than would be achieved via BEAR Il, which
includes ancillary costs.

- BEAR Il is also competitive with grants in England (a more comparable regulatory system).

| think a helpful point to make would be that we do not envisage offering over a certain level of aid
per bus. We have not alighted on a figure, but | keep coming back to this as a way to stop all the
toing and froing on state aid process. We have a scheme that we think works. It gives
competitive funding per bus. We will not be giving significantly higher per bus no matter
what approval we get from the Commission. Can we get on with it now?

Thanks,

[redacted]

[redacted] Team Leader, Bus Policy | Transport Policy Directorate | Transport Scotland

Tel: [redacted]
Mob:




[redacted]

From: [redacted]

Sent: 14 January 2019 15:25

To:

= [redacted]

Subject: RE: BEAR Programme Phase 2 - Assisted Area 5% top-up
[redacted]

Agree — fortuitously"™****“and | are meeting with CPT on Wednesday and we can flag this

then. Grateful if you could let us have a list of the 11 depots which would “qualify” ahead
of that meeting and if you could feed back how your meeting goes with First later on this
afternoon.

| had a meeting with [redacted] ast Friday (not BEAR related) but he did take the opportunity
after the meeting to set out to me that there was still significant disagreement between yourselves
and him in terms of the numbers. He mentioned the teleconference he was having with you this
afternoon and was hopeful of progress but agreed that if significant disagreement on the numbers
remained, a joint communication from you/**“*? and First to myself and I****/outlining the key
points of contention would be useful in terms of then getting a third party view to get past the
impasse. This may be less of an issue given the 5% uplift, but do let us know.

He also flagged (as I’'m sure he will with you this afternoon) that First are experiencing supply
chain issues stating that from summer 2018 to mid-Dec only 9 retrofits had been completed on
First buses in the UK.

Many thanks

[redacted]

‘redacted|




‘redacted|

From/[redacted]
Date: Tuesday, 15 Jan 2019, 5:43 pm

[redacted]

Subject: FW: Drafl refrofit e-mail
Hi all — please see below draft response from First —. " is looking for comments and there is
opportunity to feed these back before First make their formal response.

My initial reflections on the below email:

e [twould be mlsleadmg to exclude the Hybrid conversion costs frong EQ% average grant per
bus figure as . proposes, this distorts the financials despites . claim to the
contrary

o [redactediyants {0 compare costs of SCRT + eFans which typically total £16k-£17k and cites
the JAQU/DFT scheme as comparable. Only 7% of buses awarded DfT’s CBTF grant
funding are due to be fitted with eFans however according to DfT records

o [PPlgggests the JAQU buses were 100% grant funded, this was not the case, oniy some
buses received 100% of capital costs, and there were no grants towards ancillary costs in
what was a competitive bidding process

e The DIT scheme did not receive State Aid clearance for the CBTF — and the EC has
recently confirmed that grants towards bus retrofitting to Euro VI does constitute State Aid

o "Ishows there is a funding shortfall - we had never intended however to cover all costs
of retrofitting and are providing as much State grant towards conversions as is legally
possible at the current time.

o **Iguggests the EC may approve a 95% grant funding scheme for SCRT+eFans
however does not account for the timescales that such an application would take given our

funding is for current financial year.

| would welcome your thoughts on our response

[redacted]




[redacted]

From: [redacted]

Sent: 16 Januarv 2019 13:32
To: [redacted]
Subject: RE: Draft retrofit e-mail

l[redacted]

« Much is being made of the comparison of the DfT and BEAR 2 scheme but clearly we need
to compare like with like. Have we got something definitive/official from DfT as to what their
scheme did and did not include (which First can’t refute) so we can get to an agreed like for
like comparison (i.e. we only compare the costs where they were/would be incurred in both
schemes, taking out the outliers, and flagging where additional costs could be claimed for
via BEAR 2 {e.g. ancillary costs).

« If we can't do the above or fundamental disagreement on the numbers remains [ think we
should get a neutral third party to the table in order to take a view and essentially arbitrate.

[redacted]

[redacted]

‘redacted|




[redacted]

From: [redacted]

Sent: 17 January 2019 12:33

To:

Subject: CPT /[redacted] - Weds 16 Jan

'redacted

2. BEAR funding update

- Noted no bids yet for BEAR |l

- Stagecoach will not bid as they do not need to for Glasgow in this year (they would likely need
retrofit if Aberdeen were the first LEZ).

- Still concern over the figures (focusing on First engagement) and how to make BEAR 1l stack up
commercially.

-reeagyplained the 5% for those in ‘assisted areas’.

-r===Isaid it might help to bring in a third party if there remains disagreement on the numbers.

- CPT also felt BEAR 1l is complicated when compared with DfT grants. Hard for small operators
(who do not have the resource that First etc do).

- CPT keen that there be a BEAR Il to resolve that and that it undergoes state aid

clearance. Timescales to do so would be long and it was agreed by all that there would not be
time to get state aid clearance for this financial year. "= emphasised that if BEAR Il is not spent
the money will not be rolled forward. Keen to get BEAR Il spent, but also to work with CPT on
future funding.

- Other three LEZ cities have ‘gone quiet' in terms of engagement with CPT/operators. CPT were
involved in SEPA modelling meetings (which showed, eg that even if all buses Euro VI in
Edinburgh there would still be an air guality problem in certain areas) but are looking for more
engagement on what the geographical scope of zones will be and so on.

- CPT noted supply side issue for retrofit. PG said that was a reason to take up BEAR I, so there
is not a glut of work competing with London etc in future years.

- CPT keen to seek state aid approval for a new BEAR Il sooner rather than later. Concerned if
we wait that we will have a problem with timescales.

[redacted]




[redacted]

From: [redacted]

Sent: 22 January 2019 14:37

To: [redacted] ) ‘

Subject: RE: Draft retrofit e-mail - confidential

lredacted]

Of course, First is actively seeking to increase the percentage compliance of fleet to the Euro Vi
standard, given recent investments in new buses but there is still work to do to reduce emissions
from the ~500 Euro IV and V buses across the First Scottish fleet. We believe that retrofitting
offers the most practical and efficient means for the bus sector to meet the Glasgow City Council
|LEZ targets in tandem with forthcoming regulatory requirements for Low Emission Zone
standards, so that we address air pollution in the shortest time possible. The Scottish Government
is committed to supporting First in this aspect and to help First in the delivery of your
Environmental Policy which is to “...work to eliminate or prevent the poliution of...air...that could
result from our business operations”. We believe that the ring-fenced funding available in Scotland
this financial year for the bus/coach industry to retrofit buses offers a valuable proposition for First
and is a good offer to the bus sector, but this funding is time-limited e.g. it will not be carried over
to the following financial year.

The BEAR Programme offers the maximum amount of funding that we are legally permitted to
provide within the limits of State aid, and also covers both a wider scope of technologies (to
support Hybrid, electric, gas conversions and re-engineering) in comparison to other retrofit
schemes in England and Germany. It also supports the adoption of efans as a means of mitigating
fuel use. The Cabinet Secretary for Transport, Infrastructure and Connectivity stated at the CPT
conference in November that State aid does apply to retrofitting, and the EC’s recent judgement
regarding German Authorities grant funding for retrofitting follows this approach too albeit that the
Scottish funding offer is wider in scope across both technology and ancillary costs. You have
drawn attention to other grant schemes by the UK Government's Joint Air Quality Unit (JACU), but
they have adopted a different tact in relation to State aid (compared to Scotland), so like-for-life
comparisons between the BEAR Programme and the JAQU grants must take this key factor into
account. This is why we have sought to design the scope of the BEAR Programme phase 2 in a
way that meets State aid rules whilst offering a significant funding offer to the Scottish bus sector.

From conversations and figures shared last week, we believe that First could potentially receive a
level of support per bus in the region of £13k to £17k per bus with the funding available this year
to cover a significant proportion of the First Scoftish fleet. We believe that this level of funding is
akin to the German approach, which at current UK prices of retrofitting equipment of £14k-£15k,
would provide £11k-£12k grant per bus. Uptake of funding this year might also help to mitigate
future supply chain issues driven by the infroduction of Clean Air Zones and the London Ultra Low
Emission Zone.

Our recent discussions have highiighted areas where we disagree, for example on the comparison
between Scottish and English funding levels. | would like to suggest that we seek the input of a
third party arbiter prior the BEAR Programme Phase 2 deadline to help further our dialogue and
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perhaps offer some impartial advice. We could utilise an economist or analytical services within
the Scottish Government on this aspect if that was useful.

it is our sincere hope that — in the end - First will take the opportunity to bid for funding in Bear
Phase 2 and utilise the funding to help improve local air quality experienced by both city centre

visitors and bus users.

'redacted|



[redacted]

| don't think a response as outlined below moves us any further forward and we seriously risk
alienating First who — although they clearly have a vested interest in making a case that BEARZ is
significantly less generous than the DfT scheme — have spent a lot of time doing some detailed
work on the numbers with us which is to their credit.

Might a more helpful response be to outline where the points of disagreement remain (namely, as
I understand it, relating to how to undertake a fair comparison of BEAR2 and the DfT scheme) and
for us to suggest a third party look at all the information and offer a view on those points (perhaps
one of our economist/analytical colleagues)? Otherwise | fear we just continue to go round in
circles with both sides just stating their position louder and louder (and the bus industry feeling
pretty bruised in the process).

Very glad to hear we are considering making a submission to the EC with regards a future BEAR
3 and that Stephen is off on a fact finding mission to Brussels as hard to see another way forward

at this juncture.

[redacted]

[redacted] ., i meetings most of today, but is around.

Cheers

[redacted]

'redacted|




[redacted]

From: [redacted]
Sent: 25 January 2019 1159
To:
o [redacted]
Subject: RE: EC meeting today on bus retrofitting
[redacted] . . .
Useful stuff as ever — thanks and we will hold the line with CPT and bus operators of
course.

| don’t concur with point 3 below. From the recent conversation with'*®d First are seriously
considering bidding for BEAR 2 (hybrid only) and at the same time pushing for a different.
approach for BEAR 3 facilitated by an application to the EC (i.e. they are not considering these
things to be mutually exclusive). CPT were of the same view when "“"and | spoke to them last
week and | don’t get the impression they are trying to play us.

| have been explicit with both First and CPT that if we did go to the EC, we would not be looking to
replicate the German model and they understand that. From their perspective they want:

- a much simpler fund to bid into (in their view, BEAR 2 is very complicated and quite confusing);

- a fair deal per bus which is comparable to what they are getting in England (brings us back to the
impasse between TS and First on this comparisan, and trying to get a third party involved to move
us on in that regard as will be set out in [rEdaCted]esponse to Jreeedy,

From my stand point it would be great to get some of sort of resolution to the fundamental
disagreement on how BEAR 2 compares with the DfT scheme (by getting an analyst involved);
and from there looking at how we could put together an application to the EC which gets us
somewhere equitable (using a cap if needs be for that purpose). It would be ideal if we could work
in collaboration with CPT on any such endeavour.

Cheers

[redacted]

'redacted]




‘redacted|

From: [F€dacted]
Sent: 25 Jan 2019 (09:41

[redacted]

Subject: RE: EC Eneetin,g today on bus retrofitting

| would echol™®perspective and would favour being open with CPT. ledcedhag actually

emailed me this morning and intimated First are seriously looking at bidding for hybrids through
BEAR 2 (commerciallv that nrobablv stacks up for them) but not retrofits (as that doesn’t stack up

in their view). [redacted]

[redacted]
[redacted]

[redacted]

From: (redacted]
Sent: 24 January 2019 18:09

[redacted]

Subject: RE: £C meeting today on bus retrofitting

[redacted]

Really encouraging, thanks.

Can | check in on whether you would be nervous of mention of this to CPT/operators now in that
it might lead to a higher chance of First not bidding for BEAR Ii. | can see it both ways, but would
lean towards being open with them, so they see we are making positive steps. We are still in the
same position that the money will go if not claimed this year. And | think First will either claim or
not this year based on their numbers.



[redacted]

rrom: F€dacted]
Sent: 11 February 2019 16:57

[redacted]

Subject: RE: BEAR analytical work

. [redacted]

Hi

As discussed last week, | think it is fair to say we don’t understand why First wish to compare
BEAR awards (which are only theoretical at this point) with JAQU awards as we do not have
evidence of State aid approval for the JAQU scheme, nor is it compulsory for TS to match what
other countries offer to bus operators. It is our belief that we are offering bus operators the best
deal we can legally offer at the current time. Any comparison therefore seems academic yet First
clearly wish to achieve something through this process.

e Independent analysis on the basis for comparison between DfT awards for retrofit support
and potential awards under BEAR Il. This is hypothetical as there are no BEAR 2 awards
at this point. [¢dactedls right, so the best we can do here is work from the numbers that that
they have been sharing (and | think they actually agree on) about “potential” awards under
BEAR 11}

e Breakdown of awards by technology where possible (noting difference between exhaust
retrofit and engine retrofit, for example). | would flag up there is potential commercially
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confidential information here within the DfT data and that First do not represent every
operator that will bid in BEAR 2. We would need to be careful in any reporting here not to
breach confidentiality. Please treat sensitively accordingly. You may need to ask First to
treat the findings sensitively as they will relate to their specific circumstances and may not
translate to other operators.

+ Consideration of ‘outliers’ and how they should be treated in both DfT and BEAR I
calculations. We can consider this for the DfT data however as above there is no BEAR 2
data. As above, please work from the numbers that[redacted] provide which should
generate potential awards for different tech.

. [redacted] .

As discussed, needs to be on the list of roles, and any correspondence needs cleared by

[redacted]before issue, | shauld have sent the draft spec for the work to [redactedlyg welf g [redacted

so apologies for that. ['€9aCtedl g two roles effectively as I'ed2¢ted] jine manager and as an LEZ

expert / policy lead in his own right. | don’t think he needs to be on the list of roles, but if you
and/or he disagree then | suggest he would be ‘TS senior lead LEZ policy’ or similar. | will stay in
touch with [redactedlhroughout the work, respecting his suggestion for ‘Chinese walls’ to ensure
independence.

Thanks again
[redacted]



'redacted]

From: [redacted]
Sent: 14 I'eb 2019 23:36_ N

[redacted]

Subj ect: Lothian visit

[redacted],
L

Just to say (although | hate counting chickens) that redectedland | visited Lothian today and I[redacted]
resecedyas quite clear that they will bid for a significant number of buses under BEAR 1I.

A game changer with regard to the more difficult discussions, and a testiment to your hard work
within difficult aid intensity restrictions. No numbers, but he described it as more than the euro 5s
they recently bought from London.

Thanks,

[redacted]

Sent with BlackBerry Work (www.blackberry.com)




'redacted]

From:[redacted] '
Sent: 22 February 2019 10:46

[redacted]

Subject: RE: BEAR Research - draft for comment
Hi [redacted]

Thanks for the note. So that | don’t create any unintended bias around your research, all | will say
is that | think the paper addresses the 3 topical areas set out in the remit.

My one observation would be in section 1, Table 2, the data is “using cost information supplied by
First Bus”. Their ancillary cost element estimates in Table 2 seem quite low (as they could cover a
5 year period) and also perhaps does not contain a full list of the ancillary cost items that might be
included or considered under BEAR (I do wonder if First are fully aware of all elements that could
be captured under the ancillary heading). | say this in comparison to the numbers that I*****? had
predicted previously ([redacted] predicted ancillary costs are shown in page 8 of the attached
Ministerial submission). Did [redactedlyrovide you with estimates of what TS thought the ancillary
costs might be? This seems to be implied by footnote 2 but just wanted to check.

Renards
[redacted]




[redacted] eh.oFiEmMA

Head of Air Quality | Roads Directorate | Transport Scotland | 4th Floor Buchanan House | 58 Port Dundas Road |
Glasgow | G4 OHF | T:[redacted]

lredacted]



[redacted]

M——————
From: [redacted]
Sent: 22 February 2019 15:09
To:
s [redacted]
Subject: RE: BEAR Il - Transport Analytical Services research
Attachments: Research Specification - Analysis of bus retrofit grant offers.docx; Transport

Scotland Analytical Services - Bus Retrofit Scheme research.docx

[redacted] )
— copied for your awareness.

First have significantly altered their enstings, inflating their equipment costs and reducing the
ancillary costs from figures L[€0aCl€A]has previously provided. This supports their narrative that
CBTF was ‘more generous’ than BEAR however this is misleading. | was not permitted
opportunity to comment on the document prior to the report being sent to First however | would
dispute the validity of the recent figures submitted by First and the conclusions derived from these.

[redacted]

From: [redacted]
Sent: 22 February 2019 14:13

[redacted]

Subject: BEAR Il - Transport Analytical Services research

[redacted]

| am attaching a copy of the BEAR |l research. Thank you both for the discussions we had and the
evidence you shared, which has informed this work. 1 am happy to ciarify anything in the report.

A copy of the Terms of Reference for this work is also attached.

Best wishes

[redacted]

[redacted]
Economist
Bus, Active Travel & Low Carbon Economics

Transport Scotland
[redacted]




[redacted]

From: [redacted]

Sent; 25 February 2019 16:33

To: [redacted]

Subject: RE: BEAR II - Transport Analytical Services research
Attachments: TS and CPT meeting on Wednesday

[redacted]

| agree. | have emailed CPT today at 1600 to confirm the meeting attendees. In this email | have
touched upon the BEAR phase 3 lines in saying that “we would be on listening mode around your
impressions for BEAR phase 3 foo but would not be veering into the finer detail on the next steps
of phase 3 until phase 2 is concluded.” Hopefully this ties in with your view to contact CPT prior to
Wednesday to try and manage their expectations about Wednesday.

da

Agree with your last paragraph about contacting "It refute the first bullet point e.g. the

numbers.

Renards.

[redacted]

[redacted] . Ph.D FIEMA
Head of Air Quality | Roads Directorate | Transport Scotland | 4th Ficor Buchanan MHouse | 58 Port Dundas Road |

Glasgow | G4 OHF | T: [redacted]

From: [redacted]
Sent: 25 February 2015 16:27

[redacted]

Subject: RE: BEAR Il - Transport Analytical Services research

[redacted]

| feel *“Iagrees) that we need to gently refute [*%ec*dfjrst assertion that the study says “there is

a sizeable gap between the funding available from the CBTF and BEAR Il schemes”.
[eraCtGd]nformecjj me this morning that he is meeting CPT on Wednesday. It is now clear that
that will involve "““*"and they will be asking about BEAR I, though [redactedaid he was keen to
keep it focused on BEAR 1.

What is our current line on BEAR Il please? Are we stone-walling until 9 March when we know
who bids? Seems fairly valid for us to say this week that:
¢ We are waiting to get the evidence of how many bids we receive before making any
decision around BEAR [ll. We will of course discuss with the industry.

Perhaps better to e-mail that in advance of Wednesday to head things off?

Good to hear back on this as | need to plan now whether | am coming to Glasgow on Wednesday
or not. | am available but prior to this exchange thought it perhaps better if | stayed away.




One scenario would be that | (happy to do this as study sponsor or equally happy for anyone else
to, but 1 am best placed to do the first bit without getting embroiled) send an e-mail to "*“"*"and
CCs tomorrow refuting that first bit, with a form of words. It would also say that we are awaiting
the end of BEAR Il before making a determination on BEAR lll. 1t would also be an opportunity to
note that the numbers First came in with were different from and lower than those previously
shared and discussed (an important point for the record). So would aim to tie off the audit trail for
the study so we can all move on (as ****’ suggests in his own way). | might try a, “Sorry | can’t

make it on Wednesday, but...” e-mail, if | am not going.
I'll circulate a draft today / tomorrow morning if folk agree.

Thanks,

[redacted]

[redacted] Team Leader, Bus Policy | Transport Policy Directorate | Transport Scotland

Tel: [redacted]
Mob:

Floor 2F North
Victoria Quay
Commercial Street
Edinburgh

EHS 8QQ

www.transport.gov.scot

From: [redacted]
Sent: 25 February 2019 16:18

[redacted]

Subject: RE: BEAR Il - Transport Analytical Services research

[redacted]

| am home-working just now on the LEZ IDM paper; | will discuss with[r€dacted]iomorrow.
Shortening the copy list for internal debate only. | would offer the following observations:

¢ On bullet point 1, | certainly don’t agree with his statement that “this basic conclusion is
incontrovertible, has been so throughout and will remain so” given what we talked about
today regards First possible alteration of their own dataset. We'll need to place a holding
note on this issue, so it's not deemed to be a tacit compliance by us if we fail to respond.
However, spending effort arguing about the numbers now only distracts from the primary
goal which is to focus bus operators on applying for BEAR 2.

o Bullet point 2 is a non-issue.
o Bullet point 3 is a non-issue

The paragraph below bullet point 3 touches upon a number of points:
e “...moving forward together to deliver the best outcome for public health and for
passengers without further delay” is really starting to stretch credibility, given the scheme
has been open since the end of October. | would also note that [redacted]  f FOE was
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asking about this timeline issue at the CAFS Review Steering Group, so | would not be
surprised if FOE pitched in with a line such as 'bus operators need to bid now, they have
had 4 months to do so already. | have told [redactedlthat it is critical that the bus industry are
supported in the uptake of BEAR funding, rather than antagonised.

e “..to see an early application to the Commission for a more fit-for-purpose BEAR III" is fine
and Pete and | agree that preparing a statement on this point (and our likely direction of
travel) would be useful prior to the next TS Directors meeting on BEAR on the 18 March.

o “...with parallel GCC/TS/operator discussions to agree a credible revised roadmap to
achieving the Glasgow LEZ target for December 2022” is fine and GCC would welcome this
debate. | will keep GCC in the ioop on this point, following our meeting with CPT on
Wednesday.

| have also asked CPT to confirm the attendee’s for the Wednesday meeting as | thought it was
just CPT staff and chair's attending but [redacted]is giving the impression that he is attending
too.

Regards,
[redacted]

[redacted] , Ph.D FIEMA
Head of Air Quality | Roads Directorate | Transport Scotland | 4th Floor Buchanan House | 58 Port Dundas Road |
Glasgow | G4 OHF | T: [redacted]

'redacted|




\[redacted]

_ 0
From: [redacted]
Sent; 27 February 2019 16:04
To: [
[redacted]
Subject: CPTand TS }neetiﬁg - bus retrofitting discussion points - 27 February 2018

lredacted]

BEAR 2

) confirmed that First will not be bidding into BEAR 2 for SCRT retrofit kit, but that
First were interested in looking at BEAR 2 for hybrid conversions for about 10 buses.

¢ All agreed that since the start of BEAR 2, our learning has moved on with knowledge about
how the EC were treating the German State aid application as one example. We agreed
that our knowledge moves on to, and that we should use this knowledge to design Bear 3
to make it as attractive to bus operators as it possibly can be.

o CPT did not like the premise that the BEAR 2 monies would be ‘lost’ or not carried over or
roll forward into the next financial year. ACTION: CPT were seeking TS or Cabinet
Secretary to confirm the status of this point in writing.

s« ACTION: TS to write to large, medium and small bus operators this week, to confirm
that the deadline for BEAR 2 was approaching and how to apply for funding. This
letter will come from TS rather than CPT.

e CPT stated that ‘we don't want to place our laundry out in the open” when it comes to the
uptake or not of BEAR 2 and the reasons for uptake or lack of uptake ACTION: CPT are
seeking discussion with TS Comms around ‘lines to take’ on this topic ahead of the
BEAR 2 closing date e.g. “...since the start of BEAR 2, our learning has moved on with
knowledge gained about other schemes in Europe...so we all agree thaf our knowledge
moves on and we are using this knowledge to design Bear 3 to make it as affractive fo bus

operators as if possibly can be’..

[redacted]




'redacted]

rrom:[redacted]

Sent: 01 March 2019 17:07

To: [redacted]

Subject: RE: BEAR 2 and Lothian buses

Thanks[redacted]

It'll come out at some point this week coming anyway, but I'm thinking about handling tactics on

Monday 11 March should the Lothian bid be (a) 200 or {b) much lower. Either way, | think a note
to CPT to emphasise the lack of BEAR funding uptake and the subsequent impact financially to

the sector with the money being lost will be merited.

Regards,
[redacted]

[redacted] , Ph.D FIEMA
Head of Air Quality | Roads Directorate | Transport Scotland | 4th Floor Buchanan House | 58 Port Dundas Road |
Glasgow | G4 OHF | T: [redacted] ,

rrom:[redacted]
Sent: 01 March 2019 17:00

[redacted]

Subject: RE: BEAR 2 and Lothian buses

Hi (redacted]

Have already fried to get confirmation from [redacted] b he hasn’t come back to me. He was clear
though when ret=land | spoke to him that it was for a “significant number” (and so if it was as few
as 20 | would be very surprised). Will let you know if | find out anything else.

Cheers
[redacted]

From: [redacted]
Sent: 01 March 2019 16:57
To: [[redacted]




[redacted]

Subject: BEAR 2 and Lothian buses

Hi [redactgd]

| spoke to Energy Saving Trust today about the BEAR Phase 2 funding and they believed that
Lothian Buses might be looking to put a submission into BEAR for 20 buses, rather than the ~200
buses that we thought was the case.

Would you be able to use some back-channels to check with Lothian about their intentions?

Regards,
[redacted]

[redacted] ,Ph.bFIEMA
Head of AIr Quality | Roars Nirartarata | Tranennrt Seatland | 4th Floor Buchanan House | 68 Port Dundas Road |

Glasgow | G4 OHF | T: [redacted]



[redacted]

From: [redacted]

Sent: 05 March 2019 14:56
To: [redacted]
Subject: FW: BEAR Funding
For ERDM

From: [redacted] <[redacted]
Sent: 04 March 2019 18:13

[redacted]

Subject: Re: BEAR Funding

[redacted]

o

redacted]

As we explained toledecedlyn g resacedyhap' and | met them a couple of months ago, a combination of
our fleet mix and the inadequate funding proposition meant that it does not make commercial sense for us
to make a substantial bid for BEAR2 funding. We also find the offer in Scotland significantly poorer than
schemes we have been able to bid into south of the border.

We sincerely hope that BEAR3 will move us to a position akin to that indicated when discussions first took
place.

As we have indicated, we are happy to work with Transport Scotland to make the case for a suitable
scheme that complies with state Aid.

That said, | will be signing off a bid under the deminimis arrangements for a small number of retrofits for
our West Scotland business, which will be submitted in advance of the deadline.

[redacted]

Managing Director - Scotland
Stagecoach UK Bus

10 Dunkeld Road

Perth

PHI1 5TW

[redacted

redacted]

From: [

Sent: 04 March 2019 16:45
. [redacted] ,

[red[fedacted] d ]

Subject: BEAR Funding




[redacte
Dear! ‘

As | am sure you are aware, the closing date of the Bus Emissions Abatement Retrofit (BEAR)
Programme funding in 2018/19 is fast approaching, with the deadline being 12:00 on the 8 March.
[ would encourage your business to take up the funding whilst it is available.

The £7.89m funds available now must be allocated during 2018/19 and cannot be carried forward
to the next financial year. The funding that is available now is a core component of the Scottish
Government funding to support bus operators to prepare for Low Emission Zones being
introduced into Scotland’s 4 main cities.

The application form, associated guidance and contact details for further advice is available at the
following website:

https://www.energysavingtrust.org.uk/scotland/businesses-organisations/transport/scottish-bus-
emissions-abatement-retrofit-programme

If you have any aquestions on BEAR, please contact EST who will happy to assist with advice on

your application [redacted]
Regards

[redacted]
Director | Roads Directorate
Transport Scotland | Buchanan House | 58 Port Dundas Road | Glasgow G4 OHF.

For agency and lravel information visit our website, Transport Scotland, the nationat transport agency.
Please see our privacy statement to find ouf why we colfect personal information and how we use it.

[redacted]




[redacted] __

From: [redacted]

Sent: 04 March 2019 19:10

To:

g [redacted]

Subject: RE: BEAR Il - Transport Analytical Services research

Attachments: BEAR - Phase 2 calculator_v6_draft.xlsx; Copy of BEAR - Phase 2 calculator JBv4.xisx;

RE: BEAR Il - Transport Analytical Services research

[redacted]

Apologies for the delay in response, | was on leave last week and had no time left on the 22" to
expand further,

Whilst this may be somewhat ‘last weeks news’, this could be of use in future.

I attach firstly a copy of the ‘BEAR - Phase 2 calculator_v6’ which comprises orojected costs
supplied by First over a series of email exchanges between *“““'and |. was in aareement
with these costs at the time. | also attach the original spreadsheet of costs which Jlredacted]

provided on 16 Nov 2018 ‘BEAR - Phase 2 calcuiator JBv4'

The latter spreadsheet does not include a ‘5% assisted areas’ uplift, extended ancillary costs, or
revised bus cover/training/pre-installation costs in the grant calculation however the cost figures
belong to First.

SCRT equipment costs are quoted as £11.2k, £14.2k or £14.9k depending on make/model of bus.
In the figures provided by T ([mdamfd] these are quoted as being £16Kk, therefore these are new
and previously unseen figures.

[redacted]

Total SCRT cost per vehicle is quoted to as being £23k including ancillaries, however the v6
calculator has these ranging to £29.5k when extended ancillaries are included.

r

45% of this for the most common variant (column D) would give an grant eligibility of £13,277 per
bus. This is the same as the SCRT average grant per bus in the Clean Bus Technology Fund,
and significantly higher than the £9k-£10k grant per bus quoted by Z<7 to . Including grants
towards fitment of new engines to hybrid buses (desirable by First) in a total bid of 70 buses, the

average grant per bus would be £17.1k per bus.

Shouid First decide to only bid for Hybrid conversions and not a mix of SCRT and Hybrid
conversions, they would not be expected to pass the ‘value for money’ assessment in BEAR 2, as
scoring is based on the total bid.

Furthermore, EEc ig; ?Ig]o worth noting that the CBTF capped funding per bidder at £1.5m per
redacted],

financial year. ; assertion that the CBTF would have awarded £4.5m in grant funding (please
see email attached) and BEAR 2 grant £2.8m is misleading.

[redacted]




From; [redacted]
Sent: 25 February 2019 08:04

[redacted]

Subject: RE: BEAR il - Transport Analytical Services research

[redacted]

| had understood that you and " agreed on the costs/numbers and the point of disagreement
was how BEARZ2 was compared to the dft scheme (i.e. the methodology of comparison).

[redacted]

Are you saying that for the purposes of this exercise . 1as brought in a completely different set
of figures than those you both had previously interrogated and agreed?

[redacted]

Sent with BlackBerry Work (www.blackberry.com)

From: "[redacted]
Sent: 22 Feb 2019 15:09

[redacted]

Subject: RE: BEAR II - Transport Analytical Services research

[redacted] .
— copied for your awareness.

First have significantly altered their costings, inflating their equipment costs and reducing the
ancillary costs from figures [redacted] has previously provided. This supports their narrative that
CBTF was ‘more generous’ than BEAR however this is misleading. | was not permitted
opportunity to comment on the document prior o the report being sent to First however | would
dispute the validity of the recent figures submitted by First and the conclusions derived from these.

[redacted]

'redacted|



EScnttish Bus Emissians Ak

Retrofit fund - Phase2 |

Please fiil in all boxes shaded blue

Bus information

Nurnber of buses

Existing Euro standard of buses
Single or Double Deck

Year of first registration

Make of hus

Model of bus

Aversge annuaf mileage (per bus}

- |Average miles per galion {per bus)

Typical number of weekly entries to Low Emission Zone ar Ajr
Quality Managemant Area (per bus)

Company infermation
[see Assessment Process
Guidance section 3.3)

GBER Status (size of company)

GBER funding limit (40%/50%,/60%,/100%)

Technology information

Type of technology chosen for retrofitting

Cast of retrofitted tachnology {per bus)

Cast of eFan used - or other fuel saving technology (per bus)
Cost of 5 years AdBlue {per bus]

Cost of 5 years malntenance of retrofitted system (per bus)
Cost of 5 years telematics equipment and data supply [per bus)
Cost of 5 years warranty of retrofitted equipment (per bus}

Caost of bus cover/training/pre-installstion werk (per bus)

Tatal costs

Total 5 year costs per bus {not including additicnal fuel costs)
Include extended ancifary costs for life of vehicle 7

Bus or coach depot in an assisted area ? {5% uplift)

Tatal additional ancilliary costs per bus

Grant, eligibility per bus

Total grant eligibility per bus variant

‘| Total overall grant eligibility

Average grant per bus

Difference between SCRT costs and grant

Difference hetween SCRT + eFan costs and prant

Please fill in one calumn per bus variant

Bus variant 2

| Bus variart 3 E E Buiss variant 4[ E Bus variant 5{ \ Bus variant Si

Bus variznt 1

5

TBusvariant?] [ Busvariantg] [ Busvariant9  [Bus variant 10

£ 2,300 £ 3,210 £ 1,054 £ 1,958
£ 3,858 £ 3,944 - £ 5,134 £ 6,044 £ 3838 £ 1,958




Bus information

'_ Average annual mileage (per bus)

- 1Quziity Management Area (per bus)

ons Abatement Retrofit fund - Phase 2

Scottish Bus Emi

Please fill in all boxes shaded blue Please fill in one column per bus variant

[ Busvariant1] | Busvariantz] | Busvartants] | Busvarianta] | Busvariants| [ Busvariants] [ Busvariant7] [ Busvariants] [ Buswvariants] [Busvariant 10]

Number of buses

Existing Euro standard of buses 3
Single or Double Deck e D T e o / T S

iy
: Year of first registration

Make of bus
-|Model of bus

Average miles per gation {per bus)

Typical number of weekly entries to Low Emission Zone or Air

Company information
{sea Assessment Process
Guidance section 3,3}

GBER Status (size of company} o e

GBER funding limlt {40%/50%/60%/100%)

Technology Information

Total costs

Type of technology chosen for retrofitting
Cost of retrofitted technology (per bus)
Cost of eFan used ~ or other fue! saving technology {per bus)

Cost of 5 years AdBlue {per bus}

Cost of § years maintenance of retrofitted system (per bus}
Cost of § years telematics equipment and data supply (per bus)
Cost of 5 years warranty of retrofitted equipment {per bus)

Cost of bus cover/training/pre-installation work (per bus)

Total 5 year costs per bus [not including additienal fuel costs)
Indude extended ancilliary costs for life of vehicle ?
Bus or coach depot in an assisted area ¥ (5% upiift)

Total additional ancilliary costs per bus

Grant eligibility per bus

Total grant eligtbility per bus variant

Total overall grant eligibility

Average grant per bus
Difference between SCRT costs and grant £ 975 - - £ - £ - £ - £ - £ - £ - £ -
Difference between SCRT + eFan costs and grant £ 3,259 - - £ - £ - £ - £ -

Notes




Scottish Bux Emigsions Abatement Retroft fund - Phage 2.

Bus Information

|cwanty Area (per bus}

- Year of first registration
Make of bus

Average miles per gallon {perbus)

Example sheat

!ﬁmple =1 1

{rctes ]

Mumber of buses
Existing Eurc standard of buses
Single or Double Dack

Moded of hus

Average annual mileage {per bus)

Typical number of weekly antries to Low Emission Zone or Alr

[ Example-2 |

Rumber of buses to be converted of this particufar varlant, use separate column for each variant

This needs to be the orlginal engine and exhaust Euro standard

Use separate colurmn If there Is 2 mix of first reglstration dates

Te nearest ‘900 miles

The tamber of times sach bus enters an LEZ or AQMA area per week

The % of funding that can be awarded due ta State Ald regulations, this is 2 function of the company size.
There [s also a 200,000 2tro threshold for 'de minimis’ funding which may applicable for 100% of costs

A range of technologies to upgrade the buses to Euro 6 or better, Including exhaust SCRT systems, electric bus conversiens, hybrid bus coversions, gas bus conversions or others [please specify 'others’ in notes)

This 5 2n optlonal [nvestment however, when comblined with SCRT may mitigate any addional fusl use

This Is the cost of maintalning equipment which could be a supplier cost or operator cost

Data needs to be supplied an the affectiveness of abatement from exhaust output telematics and GPS locators

Costs Incurred due to taking bus off read for conversion, additional tralning costs, and pre-Installztion works

This Is the total possible grant funding adding up the totals from the bus variants, Please note for ‘de minimls' applications piease see section 3.3 an guldance.

SCRT systems may ingrease fuel usage slightly however fuel costs are not ellgible grant costs. Fliting Efans may mitigate any addtional fuel use, Manually acjust these boxes for electric, gas and hybrid conversions
Electrlc drive systems can lawer fuel costs significantly. Manually ad]ust these hoxes for gas and hybrid conversions

Comgany information ‘GBER Status (size of company} Company size will be small, medium of large
[ser Assessment Process
[Guidance section 3.3) GBER funding [imit [4056/505/60%/100%)
hnology ir Type of chose for retrofitting
Gost of retrefitted technology {per bus) This Is the quoted cost of the supply and fitment of equlpment
Cost of eFan used {par bus)]
Cost of 5 years AdBlue {per bus) This Is requirad by SCRT systems to sbate NOx gases
Cost of 5years malntenance of retrafteed system {per bus)
Cast of 5 years telematics equipment and data supply (par bus)
Cost of 5 yaars warranty of retrofitted equipment (per bus) Suppller warranty costs
Cast of bus cover/tralning/pre-instaliation wark {per bus)
 Total costs Total 5 year costs per bus {not inciuding additional fusl coste} Toml of the above costs {per bus)
This wilf depend on level of GBER dus to size of company
- Totzl grant eligibiiity per bus variant
-] Total overail grant eligibility
Indicative additiona} fuel costs far 5 year period (per bus} £ - £ -
' Fuel ings for 5 year period [per bus) £ . £ B3,357
Notes After complating tab 2 - Caleulator, please update tab 2 -Fleet data sheat




Scottish Bus Emissions Abaterment Retrofit fund - Phase 2

Please fill in all boxes shaded biue

Please fill in one column per bus variant

| Busvariant 1]

1 Bus Variant 2[

| Bus Variant 3 i

[ Bus variant 5

[ Bus Variant 6}

I Bus variant 7|

] Bus variant § |

| Bus variant 9 l

lSus variant 10

Bus informaticn

- Typical number of weekly entries to Low Emission Zone ar Air
. |Quality Management Area (per bus)

Number of buses

Existing Eurc standard of buses
Single or Double Deck

Year of first registration

Make of bus

Mode{ of bus

Average annual mileage {per bus}

Average miles per gallon (per bus)

Company infermation
{see Assessment Process
Suidance section 3.3}

GBER Status {size of company)

GBER funding limit (40%/50%/60%/100%)

Technology information

Tyne of technology chose for retrofitting

Cost of retrofitted technclogy {per bus)

Cost of eFan used {per bus)

Cost of 5 years AdBlue (per bus)

Cost of 5 years maintenance of retrofitted systam (per bus)
Cost of § years telematics equipment and data supply (per bus)
Cost of S years warranty of retrofitted equipment {per bus)

Cost of bus cover/training/pre-installation work (per bus)

Total costs

Total 5 vear costs per bus (aet including additional fuel costs)
Grant eligibility per bus

Total grant eligibility per bus variant

Total overall grant efigibility

Indicative additienal fuel costs for 5 year period (per bus) ]
Indicative fuel cast savings for 5 year period {per bus) £ -

Notes

After completing tab 2 - Caleulztor, please updata tab 3 - Flest data sheet

Bus variant 4]

e




[redacted]

From: [redacted]

Sent: 04 March 2019 09:16

To: [redacted]

Subject: FW: Scottish Government Funding - Bus Emissions Abatement Retrofit (BEAR)
Programme funding in 2018/19 - Deadline approaching

Attachments: Air - BEAR - BEAR Phase 2 - TS letter - 1 March 2019.pdf

[nfo.

Word on the street is Lothian may only bid for 20 buses... Which would be bad.

Thanks,
[redacted]

[redacted]| Interim Head of Bus and Concessionary Fares Policy | Bus, Accessibility and Active Travel
Directorate

Ter[redacted]

Transport Scotland, 2F North, Victoria Quay, Commercial Street, Edinburgh, EH6 6QQ
www.transport.gov.scot

‘redacted|




[redacted]

Erom: [redacted]
Sent: 05 March 2019 12:58
To:
[redacted]
Subject: RE: BEAR 1l - Transport Analytical Services research
[redacted] . . . d d . .
Thanks — | appreciate | am stating the obvious and you and [redactedl will be more alive to

the presentational/handling issues than anyone. Just hadn’t quite clocked it myself until [edacted]
email.

[redacted]

rrom: [redacted]
Sent: 05 March 2019 12:34

[redacted]

Subject: RE: BEAR Il - Tra nsport Analytiéal Services research
[redacted]

[redacted]spoke about this warning and we're alive about the presentational challenges are this.
Safe to stay some careful consideration required before any final decisions

Thanks

I[redacted]

—

From: ([redacted]
Sent: 05 March 2019 11:31

[redacted]

Subject: FW: BEAR Il - Transport Analytical Services research
[redacted]

This concerns me. [f we are going to refuse First’s (albeit small) bid on vfm grounds, we will need
a cast iron and publically defensible reason which can not be construed as us being ovetly
bureaucratic. This has the potential to be like a red rag to a bull and to play out very badly
publically (you can see it now, First's defence to the accusations of not bidding for BEARZ2 funding
will be, we did, but our bid was refused..... turning the spotlight onto TS).

Cheers

[redacted]

rom: [F@dacted]

Sent: U5 wviarch ZU1Y VY35

[redacted]




[redacted]

Subjéét: RE: BEAR Il - Transport Analytical Services research
[redacted]

Hope you had a good week off and thanks for all that info.
Can | just check whether First are aware of your point in blue about the VfM assessment?

It gives a really chalienging message if we refuse their application for hybrids (something which by
all accounts we think is a fairly worthy thing to do and within a large, undersubscribed fund), but
would have approved it if they had SCRTs in there. How many SCRT’s would you need to
change the balance in terms of the VIM? Do First know the answer to that question?

We have had an outdated VfM aspect to the GBF — so | get it when process can get in the way of
common sense - but it doesn’t kick in unless we are oversubscribed, ie perversely if we had loads
of bids, microhybids would trump full electrics in terms of winning grants. We are changing that in
our next iteration of GBF as it is not satisfactory. Is this another thing to sort out for a BEAR 1117

Thanks,

[redacted]
|

[redacted] | nterim Head of Bus and Concessionary Fares Policy | Bus, Accessibility and Active Travel
Directorate

Tel[redacted]

Transport Scotland, 2F North, Victoria Quay, Commercial Street, Edinburgh, EHG 6QQ
www transport.gov.scot

From: |[redacted]
Sent: 04 March 2019 19:10

[redacted]

Subject: RE: BEAR Il - Transport Analytical Services research

[redacted]

Apologies for the delay in response, | was on leave last week and had no time left on the 22™ to
expand further.

Whilst this may be somewhat ‘last weeks news’, this could be of use in future.

| attach firstly a copy of the ‘BEAR - Phase 2 calculator_v6’ which comprises projected costs
supplied by First over a series of email exchanges between " and |. "***was in aareement
with these costs at the time. | also attach the original spreadsheet of costs which [redacted]
provided on 16 Nov 2018 ‘BEAR - Phase 2 calculator JBv4'



The latter spreadsheet does not include a ‘5% assisted areas’ uplift, extended ancillary costs, or
revised bus cover/training/pre-installation costs in the grant calculation however the cost figures
belong to First.

SCRT equipment costs are quoted as £11.2k, £14.2k or £14.8k depending on make/model of bus.

In the figures provided by %o these are quoted as being £16k, therefore these are new
and previously unseen figures.

Total SCRT cost per vehicle is quoted tol"®%“®dhg heing £23k including ancillaries, however the v6
calculator has these ranging to £29.5k when extended ancillaries are included.

45% of this for the most common variant (column D) would give an grant eligibility of £13,277 per
bus. This is the same as the SCRT average grant per bus in the Ci[reedaaclged]Bus Technology Fund,
and significantly higher than the £9k-£10k grant per bus quoted by . re2ed Including grants
towards fitment of new engines to hybrid buses (desirable by First) in a total bid of 70 buses, the
average grant per bus would be £17.1k per bus.

Should First decide to only bid for Hybrid conversions and not a mix of SCRT and Hybrid
conversions, they would not be expected to pass the ‘value for money’ assessment in BEAR 2, as
scoring is hased on the total bid.

Furthermore, it is also worth noting that the CBTF capped funding per bidder at £1.5m per
financial year. [*%**daggertion that the CBTF would have awarded £4.5m in grant funding (please
see email attached) and BEAR 2 grant £2.8m is misleading.

[redacted]

rromredacted]
Sent: 25 February 2015 08:04

[redacted]

Subject: RE: BEAR Il - Transport Analytical Services research

[redacted]

[redacted]

| had understood that you and agreed on the costs/numbers and the point of disagreement
was how BEAR2 was compared to the dft scheme (l.e. the methodology of comparison).

Are you saying that for the purposes of this exercise .““““"has brought in a completely different set
of figures than those you both had previously interrogated and agreed?

[redacted]

Sent with BlackBerry Work (www.blackberry.com)

From: [redacted]
Sent: 22 Feb 2019 15:09

To: '[redacted]




[redacted]
Subject: RE: BEAR II - Transport Analytical Services research

[redacted]

— copied for your awareness.

First have significantly altered their costings, inflating their equipment costs and reducing the
ancillary costs from figures .[redacted] has previously provided. This supports their narrative that
CBTF was ‘more generous’ than BEAR however this is misleading. | was not permitted
opportunity to comment on the document prior to the report being sent to First however 1 would
dispute the validity of the recent figures submitted by First and the conclusions derived from these.

[redacted]

From: |[redacted]
Sent: 22 February 2019 14:13

[redacted]

Subject: BEAR i - Transport Analytical Services research

[redacted]

| am attaching a copy of the BEAR |l research. Thank you both for the discussions we had and the
evidence you shared, which has informed this work. | am happy to clarify anything in the report.

A copy of the Terms of Reference for this work is also attached.

Best wishes
[redacted]

[redacted]

Economist
Bus, Active Travel & Low Carbon Economics

Transnart Scotland
[redacted]



[redacted]

From: [redacted]

Sent: 06 March 2019 22:22

To: d d

o [redacted]

Subject: RE: BEAR2 Arbitration

Attachments: Transport Scotland Analytical Services - Bus Retrofit Scheme research.docx
All,

[ think this bears a bit of consideration. Ultimately, are we comfortable with the BEAR study
(attached for reference) going out there? My guess is that First would be happy to waive
commercial concerns to share it and they are clearly keen to cite it as evidence that they are
right.

The options, as | see them, are:

1. respond to GCC with a form of words about the study (what it was and wasn’t) but not share it
(on grounds that it was an internal piece of work?);

2. as above, but also stating that we cannot share the study on grounds of commercial sensitivity;
3. release the report proactively, subject to First's consent.

For any option | think we need to have a form of words caveating what the study was and wasn’t
and disowning First's figures (| think we should be clear that we do not recognise them and they
differ from previously shared numbers) and that needs to be utterly tight and as unassailable as

possible.

1. Risks pressure to release from GCC, First (my guess) and potentially the TC requesting as
evidence.

2. Only buys time, is my guess, then see above on pressure.

3. Puts us on the front foot as much as possible.

Below is my draft e-mail which could be sent to GCC from me as sponsor of the work (which we
will not call arbitration). To be honest | have struggled to draft something that Idtl?lpk works
brilliantly, so perhaps this is better done by phone. See below suggestion of ! “calling [redacted]

“Dear J[redacted]

vl b as passed this to me to respond as | sponsored a piece of independent work by our
economists. The aim of the work was to provide an independent view on areas of disagreement
between First Bus and the Transport Scotland Air Quality Unit. We were trying to move things
forward and help inform the bidding process.

The figures that First submitted for the study were different from those previously shared and
significantly lower and the study made no conclusion of the kind you have relayed below. [We
would be happy to share the report assuming First are content with regard to commercial
sensitivities. ]

We sincerely hope that First and other bus operators take up the BEAR funding and we have
been clear that it cannot be rolled over if they do not.”




[redacted]{

Could usefully be bolstered/replaced by a call to [redacted]which could come from me, or
redacted] ¢ think owing to relationships established "“*“*“might be best for that. | am not 100% clear
on 4 roje with regard to the LEZ but he chairs the Glasgow Rus Partnership and | think we be
influential, as well as knowing the players in question. | know!"®93®dless well and see him as a
more junior player, though nonetheless important.

Thanks,

[redacted]

[redacted] | |nterim Head of Bus and Goncessionary Fares Policy | Bus, Accessibility and Active Travel
Directorate

te:[Fedacted]

Transport Scotland, 2F North, Victoria Quay, Commercial Street, Edinburgh, EH6 6QQ
www.transport.gov.scot

From: [redacted]
Sent: 06 March 2019 16:36

[redacted]

Subject: FW: BEAR2 Arbitration

Hi [redacted]

Just to keep you in the loop, | was called by [r€dacted] earlier who gave an account of how the
costs differed in the arbitration process than that which was previously provided:
receced said that previously provided costs were ‘indicative’ and that they had firmed up the
costs for the arbiter process.

s In explanation for the increased costs for equipment and fitting, ."***“**said this was due to a
procurement framework with 3 suppliers and 4 variants, and that First had provided a
typical cost of £16,030 per bus rather than actual costs. It was not clear however how these
figures had altered so much from previous figures.

* Interms of quotes we have seen from equipment suppliers {o other operators, none are as
high as this, for example McGills cost for supply and fitment of SCRT with a reputable
company for their seven BEAR 1 conversions was under £12k per bus. First might be
reasonably expected to leverage greater economies of scale.

o **=dalso gave a lengthy account of how First had altered the ancillary costs by taking a
different interpretation of eligible costs than that which our grant scheme offers. First
seemed particularly nervous about claiming eligible costs towards adblue. (For info, there is
a direct relationship between the amount of adblue used and the level of reduction of NOx
gases. SCRT systems that do not use much adblue are not abating much NOx.)

o [ledacedgtated that First would not be bidding for any SCRT equipment in BEAR 2 as they
believed higher levels of grant per bus would be available next financial year.

[redacted]



[redacted]

Erom: [redacted]
Sent: 06 March 2019 12:22
T [redacted]
Subject: BEAR 2 arbitration

Hi [redacted] - to make you are — | spoke to Glasgow Council earlier and was informed that
J[redacted]  has been publicly claiming at their recent bus working group that the arbitration
process was a victory for First, a call o arms to the other operators not to bid.

First have also requested meeting with Glasgow Council this week to discuss the LEZ targets and
request these are reduced. Glasgow Council are unavailable at this short notice however and are
not remotely minded to change their commitment to targets.

Is it possible to share the arbiter document with "edactedly

[redacted]




‘redacted|

erom:|r€dacted]
Sent: 07 March 2019 18:45

[redacted]

Subject: RE: BAAT Hot Topics - Respoﬁse req-uiréd AéAP

[redacted]

w/c 4/3

* [redacted]

e BEAR Il closes 1pm Friday 8" — serious concerns from First and McGills

[redacted]

‘redacted|

1




[redacted]

Erom: [redacted]
Sent: 07 March 2019 08:23
To:

o [redacted]
Subject: RE: BEAR2 Arbitration
Dear All,

Reflecting on this I think we should decide our next move after we understand what bids have actually come
in.

If we do indeed get a spread of bids across bus coys of various sizes and across various cities then that could
change the landscape for those who have not yet bid.

If this does transpire I would propose emailing the non-bidding coys next week, advising them what we
would be then sitting on and asking if they would like to reconsider

Happy to discuss

[redacted]

Sent with BlackBerry Work
(www.blackberry.com)

[redacted]




[redacted]

From: [redacted]

Sent: 07 March 2019 15:16

To: (

g [redacted]

Subject: BEAR phase 2 and 3 - First Glasgow and maximum per bus option in BEAR 3
Attachments: A23699143.0br; A23701079.0br

[redacted]

Following our brief chat this morning on BEAR phase 2 and First Glasgow’s approach, I've
undertaken a quick review of the potential ‘grant per operator’ linked to the ‘grant per bus’ that |
First Glasgow could tap into via BEAR 3, if they do not bid for BEAR 2. | mentioned this to |

this morning too.

I've not heard First talk about this relatively simplistic scenario which is worrying. Happy to discuss
the figures. | wonder if we should be communicating this scenario to First following the closure of
BEAR 2 if we engage with First after the BEAR 2 window closes?

Regards,
[redacted]

[redacted] pn.pFiEMA

Head of Air Quality | Roads Nirectarate | Transnort Scotland | 4th Floor Buchanan House | 58 Port Dundas Road |
Glasgow | G4 OHF | T:[redacted]




lredacted]

rrom: [F€dacted]

Sent: 08 March 2018 09:54

To: [redacted]

Subject: RE: BEAR phase 2 and 3 - First Glasgow and maximum per bus option in BEAR 3

Hi[redacted]- was there a document issued last year, or was this discussed at meetings which
gave the impression to the bus industry that there would be three years worth of funding at
£7.89M ? | believe these figures were based a on Jacobs research report.

The argument below, despite being wholly rational, would not necessarily appeal to large
operators who feel sufficiently bold to challenge regulation and government support (despite being
completely reliant on this). 1 would completely support giving them the opportunity to consider this
however.

Thanks
[redacted]

lredacted]




[redacted]

From: [redaCte d]

Sent: 08 March 2019 09:21

To:

Subject: Potential next steps - BEAR phase 2 and 3 - First Glasgow and maximum per bus

option in BEAR 3

‘[redacted]

Thank you for producing this paper. As you highlight the potential outcomes for First are quite
stark

All copied into this email should meet very early next week to assess what comes in regarding
BEAR Ph 2 bids

From what we appear to know now we're getting and / or have bids in covering Glasgow,
Edinburgh and Dundee. First, Stagecoach and McGills have said this week there will be no
meaningful bids coming from them

in which case | propose emailing First, Stagecoach and McGills early next week along the
following lines

- bids received from SMEs and large bus coys

- these cover Dundee, Edinburgh and Glasgow

- bids received from at least one large coy is, in terms of ask per bus, quite a bit below what the
Glasgow large coys have indicated they would have sought

- that we’ll work with all coys, who have made low bids, to help them boost their final award within
the framework of claim acceptable areas

- remind them that BEAR Ph 2 funds will not be rolled over

- that we'll work with the bus industry on BEAR Ph3 but there are no guarantees that the outcome
will be any different to BEAR Ph 2 pending a decision by the EU

- that like BEAR Ph 2, there will be a cap in the order of the £3.5m per bus coy for the BEAR Ph 3
scheme

Beyond that | think your suggestion about highlighting to First the forecast scenario you've laid out
is something we’ll probably need to do

Regards

[redacted]

]

rrom: [F€dacted]
Sent: 07 March 2019 15:16

[redacted]

Subject: BEAR phase 2 and 3 - First Glasgow and maximum per bus option in BEAR 3

[redacted]

Following our brief chat this morning on BEAR phase 2 and First Glasgow’s approach, I've
undertaken a quick review of the potential ‘grant per operator’ linked to the ‘grant per bus’ that
1




[redacted]

First Glasgow could tap into via BEAR 3, if they do not bid for BEAR 2. | mentioned this to |
this morning too.

I've not heard First talk about this reiatively simplistic scenario which is worrying. Happy to discuss
the figures. | wonder if we should be communicating this scenario to First following the closure of
BEAR 2 if we engage with First after the BEAR 2 window closes?

Regards,
[redacted]

[redacted] . Ph.D FIEMA
Head of Air Quality | Roads Directorate | Transport Scotland | 4th Floor Buchanan House | 58 Port Dundas Road |
Glasgow | G4 OHF | T: [redacted]



[redacted]

From: [redacted]

Sent: 08 March 2019 14:24

To: redacted]

Subject: RE: Bids for BEAR 2 - confidential

Hi lredacted] | should be able to do this next week, | don't have all the applications at this point to
update the table.

In terms of Xplore and First though, we believe these are engine conversions rather than SCRT
hence the higher cost.

See the column on number of weekly entries to LEZ/AQMA areas — First score poorly here and
have the highest cost per bus. Their VM is much therefore lower than any other bid.

[redacted]

rrom: [F€dacted]
Sent: 08 March 2019 14:14
Te:[redacted]

Subject: Kt: B10S TOF BEAK £ - conTigential

[redacted]

Is there a breakdown on the kit that has been requested eg. SCRT verus hybrid conversions. The
grant per bus is extremely wide.

Reaards.
[redacted]

[redacted]  Ph.DFIEMA
Head of AIr Quality | Roads Directorate | Transport Scotland | 4th Floor Buchanan House | 58 Port Dundas Road |
Glasgow | G4 OHF | Tiredacted] ~ ="~~~ 7 "7~~~ 777777

From: f[redacted]
Sent: 08 March 2019 14:00

[redacted]

Subject: Bids for BEAR 2 - confidential

Hi[redacted] - this is an summary of bids received by noon today for BEAR 2. The bids still
need to be scored, there is opportunity to work with the operators next week to refine their
applications. We understand that more bids from smaller operators are on the way however their
buses are running a little late...

Stateaid " | Number of

- Totalgrant .
| status of bid | buses™ " - a2 S

|- Average grant .
gquested : 1S

~|'perbus. :

Large
Lothian buses company 25 351 £ 156,140.00 | £ 6,245.60




Large

Waestcoast motors company 10 39 123,21400 ] £ 12,321.40

SPT de minimis 1 82 20,716.00 | £ 20,716.00
Large

Stagecoach company 7 unknown 168,910.00 | £ 24,130.00
large

Xplore Dundee company 9 89 337,223.00 1 £ 37,469.22
large

First Glasgow company 10 48 439,182,001 £ 43,918.20

I Totals 62 £ 1,245,385.00 | £ 20,086.85

[redacted]




[redacted]
From: [redacted]
Sent: 08 March 2019 14:38
To: [redacted]
Subject: FW: Retrofit Funding Comparisons: Glasgow
Attachments; Retrofit Analysis - Fleet List - Scotland xlsx; 190128_Exhaust Retrofit Supplier
Costs.xlsx
[redacted]

Could | draw your attention to these spreadsheets attached provided by [redacted]

On the second of these, the final tab shows levels of grant per bus received by First through the
CBTF in England. There is a spread of grant levels per bus with most being between £15k and
£20k as "****"has cited previously, however in South Yorkshire this would suggests (cell C7) First
accepted £6,000 per bus for 25 buses fo be retrofitted.

[redacted]

[redacted]




lredacted]

rem| redacted]

Sent: 11 March 2019 09:04

[redacted]

Subject: BEAR H bids

[redacted]

Can you please let me know who bid for what under BEAR [1?

| got a text from "*****“lon Friday saying Lothian only bid for 25, which is way under what they led
me (and her) to believe when we met them (thought they did not put a figure on).

Thanks,



[redacted]

[redacted] interim Head of Bus and Concessionary Fares Policy | Bus, Accessibility and Active Travel
Directorate

Tel[redacted]

Transport Scotland, 2F North, Victoria Quay, Commercial Street, Edinburgh, EH8 6QQ
www.transport.gov.scot




'redacted|

From: '[redacted]
Qeontr 11 NMar 201G 1787

[redacted]

e T [ e e o o

Subject:/RE:'BéAIm{n IT bids - co;l-f‘l-c'iential

e g T ma 1 e w e >




lredacted|

[redacted] They

{[redacted] asked me today about bids and | said | did not know, but | acknowledged the

challenging discussions with First. | said we had worked hard to maximise what BEAR i could do
within state aid constraints. I[redacted]

[redacted]

[redacted]

Thanks,

[redacted]

[redacted] | Interim Head of Bus and Concessionary Fares Policy | Bus, Accessibility and Active Travel
Directorate

TelTredacted]

Transport Scotland, 2F North, Victoria Guay, Commercial Street, Edinburgh, EHE 6QQ
www.transport.gov.scot

'redacted|




[redacted]

From: [I’ed aCted]

Sent: 19 March 2019 10:.08

To: [redacted]

Subject: BEAR Phase 2 FAQ doc

Attachments: Air - BEAR - BEAR Phase 2 - FAQ - 5 March 2019.0br

BEAR Phase 2 FAQ doc

Regards,
[redacted]

[redacted] Ph.D FIEMA
Head of Air Quality | Roads Directorate | Transnort Seotland | 4ih Floor Buchanan Haouse | 58 Port Dundas Road |

Glasgow | 34 OHF | T[redacted]




'redacted]

What were First’s main observations of the final arbitration report?

First noted that they felt the report showed that there “is a sizeable gap between the
funding available from the CBTF and BEAR |l schemes. You have estimated a
potential SCRT BEAR Il grant of £2,805,696 against an equivalent CBTF award of
£4,556,200. We agree with you that a bid that is more highly geared towards capital
costs than ancillary costs is always likely to generate an award that compares less
favourably under BEAR Il than under the CBTF. We are strongly of the view that
although we could continue to invest time and effort on ever more fine tuning of the
underpinning calculations, this basic conciusion is incontrovertible, has been so
throughout and will remain so.”

Firsts view on VM was stated on the 25 February, that “...regardless of how
TS/EST assess VIM of BEAR Il bids, FirstBus has to look at relative
cost/benefits of SCRT and engine conversion separately. But given that either
approach generates a significant funding gap, this is undoubtedly a side issue.”

First agreed that the JAQU grant data for England was too opaque to draw
meaningful conclusions.

lredacted]



lredacted]

Where bus operators aware of the VM issue?

Yes. Firsts view on VIM was stated on the 25 February, that “...regardless of how
TS/EST assess VIM of BEAR I bids, FirstBus has to look at relative cost/benefits of
SCRT and engine conversion separately. But given that either approach generates
a significant funding gap, this is undoubtedly a side issue.”

With respect to First, they drew attention to their ‘Hybrid’ conversions — which in
practice are conversions of existing Euro V hybrids to standard Euro Vi diesel
engines ie. removing the hybrid drive. The First Director of Engineering for Scotland,
[redacted] confirmed to TS that their approach to BEAR on this issue was focusing
on converting existing Hybrids to conventional diesel engines, to remove the (failing)
electronics from an early unsuccessful attempt at Hybrid technology. This action was
already on First's engineering workplan (regardless of BEAR)} and would in all
likelihood have taken place with or without a BEAR grant e.g. there is little or no
additionality.

[redacted]




[redacted]

Erom: [redacted]

Sent: 22 March 2019 10:19

To:

o [redacted]

Subject: RE: IMMEDIATE - BEAR Phase 2 Application - First Glasgow (No 1) Limited

'redacted]

+ BEAR Phase 2 funding is sufficient for First Group to win up to £3.5M in grants. From
costs provided by First Group this would be sufficient to convert all of the First Glasgow
Euro 4 and 5 buses up to Euro 6 standard. This represents 286 buses and would realise
90%+ reduction in emissions of harmful gases such as Nitrogen Dioxide which constitute
air poliution

* BEAR Phase 2 grants offer the maximum amount per bus that we can legally offer within
State aid rules and have been approved by the EC

« First have stated on a number of occasions that the amount of grant funding per bus is
insufficient however to persuade them to take the steps to reduce the pollution from buses,
even though Euro 6 standard is mandated through the Glasgow Low Emission Zone

s Transport Scotland have worked intensively with First Group to help First achieve the best
outcome for this funding and indicative grants of £10k-£13k per bus for exhaust retrofitting
seem realistic for First given their economy of scale

¢ First Glasgow bid on 8 March for funding to convert 10 Hybrid buses fo standard diesel
engines however no grant was requested for exhaust retrofitting

¢ This bid did not include any quote from their chosen supplier, instead stating they would not
be supplying a quote in time

s First were again given opportunity to provide the necessary information

» This quote for engine replacements was eventually provided on 21 March, and the
application was revised for a grant request of £408k for the 10 buses. The revised bid was
duly scored independently by both Transport Scotland and Energy Savings Trust

« Due to a combination of factors the bid did not come close to passing:

+ The bid provided very poor value for money — the grant per bus requested was in excess of
£40k per bus. Other bids in contrast range from £6k per bus for grants towards the costs of
exhaust replacement. It has been made clear over recent months to First that the scoring
will factor in value for money.

e The air quality benefit is poor — the route chosen has a low number of weekly entries per
bus to the LEZ, and the existing buses are already Hybrids. The projected usage of adblue
is very low, which would indicate inadequate NOx abatement

1




o There is no additionality — First have already admitted that these Hybrids are on their
engineering plan to have replacement engines with or without grant funding

¢ Furthermore, the timescales quoted are not within the 6 months grant window for
conversions, and the 2 year warranty fails to meet the 5 year expectation of the grant
scheme.

» The buses are also believed to have received grant funding already when new through
Green Bus Fund

» We have written to First Glasgow to explain that as it stands, their bid is unlikely to be
awarded funding however we wish to extend every opportunity to them to improve this

+ Two principal options have been suggested to First Glasgow

1. To allocate the ~£443k capital funds that they have proposed to use in match funding the
10 engine replacements, towards a bid for SCRT + eFans conversions instead. This would
provide the necessary capital costs after grant for the conversion of around 90 Enviro 300s
to Euro 6 standard

2. To resubmit their bid including both the 10 engine replacements and e.g. 60 Enviro 300
SCRT + eFan conversions. The overall bid is likely to be significantly strengthened by
following this approach

» In either scenario First could receive a grant offer of £1.1M-£1.2M depending on final costs
submitted, which would greatly assist in First’s target of meeting the Glasgow LEZ
standards.

[redacted]

[redacted] AR Onality Qanine Adyisor | ROADS Directorate
[redacted]

fransport.gov.scot

Transport Scotland, 4% Floor, Buchanan House, 58 Port Dundas Road, Glasgow, G4 OHF

TRANSPORT SCOTLAND H @

COMHDHAIL ALBA

Transport Scotland, the national transport agency
Comhdhail Alba, buidheann naiseanta na comhdhail

‘redacted|



[redacted]

From: [redacted]

Sent: 25 March 2019 11:47

To: ’

e [redacted]
Subject: RE: News Articles

Both,

| am meeting °92°*% and I*%lln Wednesday morning for a catch-up. Whilst BEAR is not on the

agenda, | would welcome your view on whether the below lines are accurate. °%®nd | are
meeting them again on Thursday to discuss concessions so again BEAR may come up there.

BEAR

- We are disappointed in the low number of operator bids for BEAR il. [Have CPT seen the list of
bids? Do we plan to share it?]

- The remaining funding cannot be rolled over to 2019-20.

- Hopefully it is acknowledged by CPT that we tried everything within the bounds of state aid
restrictions to make BEAR as fair and generous as possible.

- However, we acknowledge that it appears bus operators have not found it adequate and we
want to work with CPT to fully understand that and move forward.

[redacted|

Thanks,
[redacted]

lredacted]

1




[redacted],

From: [redacted]

Sent: 17 Anril 2010 1708

To: [redacted]

Subject: BEAR 2 application timeline

Attachments: RE: BEAR Phase 2 Application - First Glasgow (No 1) Limited; RE: BEAR Phase 2

Application Quicome

8 March - BEAR Phase 2 scheme closed. First Glasgow bid however did not include a supplier
quotation which the forms made clear was essential. The application window was extended to 20
March.

20 March - Extended bidding window closed. First have still not submitted a compliant bid due to
no supplier quotation.

21 March — First submit their supplier quotation.

22 March — Transport Scotland wrote to First to advise them that their bid was unlikely to be
successful and were given opportunity to revise this.

28 March — First did not revise their bid and were advised by Energy Saving Trust that their bid
was unsuccessful. First requested detailed feedback.

3 April — Detailed feedback was sent outlining the scoring and comments explaining why the First
application did not meet the scheme guidance.




[redacted]

From: [redac(ed] ,

Sent: 24 April 2019 08:56

o [redacted]
Subject: FW: Transport Bill
[redacted]

[redacted]

For awareness, attended the Glasqrgac\q,;d]Bus Partnership last week when | was off. That

was our first appearance in the forum. As says in the e-mail below, the operators (Ralph,
[redacted]  Andrew J...) spoke a lot about BEAR funding in negative terms. Andy was clear that it
was not his role, but thought you should know this remains a hot topic in that forum.

dacted
Andy left when [redacted] arrived at' o equest.

[redacted]

[redacted]

[redacted]| |nterim Head of Bus and Concessionary Fares Policy | Bus, Accessibility and Active Travel
Directorate

Tet: ([redacted]

Transport Scotland, 2F North, Victoria Quay, Commercial Street, Edinburgh, EHE 6QQ
www.transport.gov.scot

'redacted]




[redacted]

S A
From: [redacted]
Sent: 22 February 2019 14:13
Jo: [redacted]
Cc:
Subject: BEAR [l - Transport Analytical Services research
Attachments: Research Specification - Analysis of bus retrofit grant offers.docy; Transport

Scotland Analytical Services - Bus Retrofit Scheme research.docx

[redacted] jregacted)
| 1

| am attaching a copy of the BEAR |l research. Thank you both for the discussions we had and the
evidence you shared, which has informed this work. | am happy to clarify anything in the report.

A copy of the Terms of Reference for this work is also attached.
Best wishes

[redacted]

Economist
Bus, Active Travel & Low Carbon Economics

Transport Scotland
[redacted]




Transport Analytical Services Independent Work on Retrofit Cost: Basis for
Comparison Between DfT Grants and Potential Awards Under BEAR ||

Overview

Transport Scotland and First Bus have been sharing figures on bus retrofit costs and
potential grant awards under BEAR Il and making comparisons with various other
schemes. Whilst a number of areas have been agreed, there remain some areas of
disagreement. As such,[redacted] , Director of Bus, Accessibility and Active
Travel Directorate, proposed to infroduce an independent piece of work to conduct
an analysis drawing on information from both the TS Air Quality team and First Bus.
This is intended to be a relatively narrow consideration of the BEAR |l Programme
and the UK Government’'s JAQU scheme to identify a consistent basis for
comparison of potential awards between the two schemes, to move the discussion
on.

In scope

e Independent analysis on the basis for comparison between DfT awards for
retrofit support and potential awards under BEAR 1.

¢ Breakdown of awards by technology where possible (noting difference
between exhaust retrofit and engine retrofit, for example).

« Consideration of ‘outliers’ and how they should be treated in both DfT and
BEAR |l calculations.

Out of scope

e State aid intensity for BEAR II.
e German retrofit funding.
« The potential shape and aid intensity of any BEAR III.

Methodology

The analysis is a desk study drawing upon evidence from the Transport Scotland Air
Quality Team and First Bus. Both parties will be invited to offer evidence and
Transport Analytical Services (TAS) will seek any further clarification or explanation
as necessary.

Roles

[redacted] . TAS - lead economist for the work
[redacted]  TAS — senior manager for the work
[redacted] Head of Bus Policy, TS - client for the work

[redacted] ~ BAAT Director — SRO for work
[redacted] -TS Low Emissions Zone Senior Policy Lead
[redacted] _Air Quality Team, TS - TS AQ lead, contributing evidence

[redacted] | First Bus — First Bus lead, contributing evidence

For the avoidance of doubt, Transport Scotland will adopt an approach using
‘Chinese walls’ with separation of function between the client role and the team




contributina evidence. If detailed information is required in terms of TS LEZ policy,
[redacted]will source that and manage that process.

Timescale

This work is to inform considerations in advance of the deadline for bids to BEAR |l
(8 March 2019) for support for bus retrofit. As such we aim that the work is
completed by end 22 February. That will require a fairly rapid agreement on the
scope of work and sharing of evidence.

Deliverables

A short report will be submitted to the client and shared openly with all of the above
parties.



Transport Scotland Analytical Services: Independent Work on Bus Retrofit Schemes
February 2019
Overview

This paper was commissioned by the Transport Scotland Bus Policy team, following
discussions between First Bus and Transport Scotland regarding potential awards under the
Bus Emissions Abatement Retrofit Il (BEAR [I) scheme. The aim of this paper is to provide
an independent view on areas of disagreement between First Bus and the Transport
Scotland Air Quality Unit.

Three main areas are considered in this paper:
¢ The basis for comparing potential awards from BEAR [l with the DfT Clean Bus
Technology Fund (CBTF);
e Treatment of different retrofit technologies in the calculation of potential awards; and
s Interpretation of grant awards from the CBTF.

This paper does not explore any potential modifications to the BEAR Il scheme, and its
functioning is taken as set out in the guidance published by Energy Savings Trust'.

The evidence used to inform this paper has been supplied by First Bus and Transport
Scotland, and is detailed below:

Details of the First Bus Glasgow fleet First Bus

Disaggregated estimates of First Bus costs for exhaust retrofit and First Bus
engine conversion work, and associated cost assumptions

Analysis of aggregate funding amounts distributed through the CBTF | First Bus, TS
in 2017/18 and 2018/19

Guidance on the functioning of BEAR 1| TS

It should be noted upfront that the findings in this paper draw upon a limited amaount of
information, and the caveats should be paid attention to. This study is limited by the fact that
no funding has been awarded under BEAR |l at this point, and that detailed breakdowns of
funding awarded through the CBTF are not available due to commercial confidentiality.
Furthermore, the findings in this report relate only to First Bus, and they should not be used
to draw congclusions about potential awards to other operators.

Thitps:/fwww.energysavinatrust, org.uk/sites/defauli/files/BEAR%20Phase%202%20Assessment%20Process %20
Guidance%20FINAL .pdf




1. Comparison of potential awards from SG Bus Emissions Abatement Retrofit fund
(BEAR Il} and DT Clean Bus Technology Fund (CBTF).

Context

There is a disagreement about the basis for comparing potential grant awards under BEAR |l
and CBTF.

Discussion

Whiist BEAR It and the CBTF serve similar purposes — of providing grant funding for bus
operators to reduce emissions through retrofitting their fleets — there are some fundamental
differences in the design of the two schemes that mean they cannot be compared on a like-
for-like basis. In particular, these are:

* State aid: BEAR Il grants are capped at 40% of eligible costs for large operators, 50% of
costs for medium-sized operators, and 60% of costs for small operators. An additional
5% is available for bus depots that are located in an Assisted Area. The CBTF does not
prescribe any State Aid limitations.

» Eligible costs: The CBTF can be used to cover capital costs of retrofit equipment and
labour costs of installation only. BEAR [l funding could be used for retrofit equipment, as
well as installation, maintenance, AdBlue, warranty, cover for buses taken out of service,
training and pre-instaliation costs, and ongoing telematics emissions monitoring costs.

These features of BEAR Il will affect potential grants in different ways. For example, when
the cost components of a grant bid are geared mostly towards capital costs of the new
technology, the overall grant eligibility may appear less generous than under the CBTF due
to the State Aid mechanism in BEAR H. By contrast, if the ancillary cost components of a bid
exceed capital costs, then potential BEAR il awards may compare more favourably than for
an equivalent bid under the CBTF due to the wider scope of BEAR |l.

It is clear that potential awards under BEAR I, and their perceived relative generosity in
comparison to the CBTF, will be specific to each bus operator and influenced by the firm
size, fleet mix, supplier costs, and economies of scale in relation to ancillary costs,

As there is no existing bidding history from the BEAR Il scheme, it is not possibie to compare
awards from BEAR Il with the outturn of the CBTF bidding rounds. Therefore, it is not
possible to make an overall assessment of whether BEAR [l is more or less generous than
the CBTF.

However, using cost information supplied by First Bus, a hypothetical comparison of
potential grant awards to First Bus under BEAR il and the CBTF can be made. This is
caveated as follows:
e It assumes that First Bus wouid make a funding bid reflecting the fleet data that has
been shared as evidence;
« It assumes the bid would be accepted as submitted, by both BEAR Il and the CBTF;
o |t is based on cost assumptions for the First Glasgow fleet only, which may not be
representative of costs to other operators or to First fleets in other locations;
» This paper does not seek to verify or otherwise question the cost estimates supplied
by First bus, which are taken as given.



The total and average costs to First Bus for SCRT retrofit and Hybrid conversion within the
Glasgow fleet are outlined in Table 1 below.

Table 1: First Bus cost estimates for retrofitting the Glasgow fleef®

SCRT Retrofit {275 vehicles)

Hybrid Conversion {10 vshicles}

i Proportion: - Costper]| : ost per

Cost Elemont 8 -0%L ofRetrofit . Vehice| 77T of Retrofit cie
Total Equipment Costs £4,408,250 69% £16,030 £850,000 97.8% £85,000
Total Warranty Costs £358,842 6% £1,305

Incremental Additive Costs £137,812 2% £501 £3,132 0.4% £313
Incremental Maintenance Costs £713,314 11% £2,594

Telematics Subscription Costs £445,821 7% £1,621] £16,212 1.9% £1,621
Telematics Capital Costs £147,950 2% £538!

Pre Installation Costs £180,441 3% £656

Underlying Cost £6,392,431 £23,245]  £869,344 £86,934]

Source; Figures provided by First Bus

Based on these cost assumptions, the majority of retrofit spend would be incurred on capital
costs of new equipment (71 per cent for SCRT; 99.6 per cent for Hybrid Conversion). As
discussed above, a bid that is more highly geared towards capital costs than ancillary costs
is more likely to generate an award that compares less favourably under BEAR Il than under

the CBTF.

Table 2 shows how the differences in State Aid and eligible costs between BEAR i and the
CBTF could affect potential average grants for SCRT retrofit, based on the cost information

supplied by First Bus.

Table 2: Comparison of eligible costs for SCRT retrofit between BEAR Il and the CBTFE

e 1 BEARN . -BEARN . . .CBTF
= - Cost per| =Bl e R
 Venide| G oot gt G
: i 45%) 0 (40%) - (100%)

Total Equipment Costs £16,030 v £7,214 £6,412 £16,030
Total Warranty Costs £1,305 v £587 £522 £0
Incremental Additive Costs £501 v £226 £200 £0
Incremental Maintenance Costs £2,594 v £1,167 £1,038 £0
Telematics Subscription Costs £1,621 v £730 £648 £0
Telematics Capital Costs £538 v v £242 £215 £538
Pre Installation Costs £656 v £295 £262 £0
Total £23,245 £10,460 £9,298  £16,568

Calculations based on figures shared by First Bus

Taking into account that First Bus is considered a large operator for State Aid purposes, and
recognising the share of buses that operate from depots in Assisted Areas, total potential
grant awards under BEAR 1l and the CBTF are outlined in Table 3 below.

2 Includes TS estimate of extension of on-going AdBlue and maintenance costs for an additional 5
years of bus operation, for 165 vehicles registered during or after 2013.




Table 3: Comparison of potential grant awards between BEAR Il and the CBTF

Potential Total Grant Offer
SCRT Hyhrid

Total bid

Potential Grant Per Bus

BEAR 1{'45% (214 SCRT, 10

SCRY Hybrid Total bid

Fybrid) | 391,365

BEAR1|40% (61 SCRT) "
EAR Il Grant

% of Total Retrofit Cost. . =

indicative CBTF Comparison £866,212

_ £4,556,200 £5422,412|  £16,568 £86,621  £19,026]
{100% of equipment)
% of Total Retrofit Cost 71% 59.6% 75%

Calculations based on figures provided by First Bus

In this scenario, 44 per cent of costs incurred for retrofit of SCRT technology would be
eligible for BEAR Il funding, 45 per cent of Hybrid conversion costs, and 44 per cent of total
costs. A CBTF award for an equivalent bid could cover 71 per cent of SCRT retrofit costs,
99.6 per cent of Hybrid conversion costs, and 75 per cent of total costs.

Findings

Despite the theoretical nature of these calculations, this worked example using supplied
operator costs does iltustrate how the differences between BEAR Il and the CBTF could
affect potential awards to a large operator with relatively high equipment costs and lower
ancillary costs. This reflects the fact that BEAR il and the CBTF are not analogous schemes,
and that like-for-like comparisons should recognise this.

As stated above, this comparison is hypothetical, as such a bid has not gone through the
scoring process for BEAR Il, and assessing whether or not an equivalent bid would have
been approved in the CBTF scoring process is not possible.



2. Treatment of separate technologies for grant purposes

Context

There is a disagreement about how to treat grant funding for different types of technology in
the calculation of potential grant awards. First Bus assert that costs and potential grants for
SCRT retrofit and Hybrid engine conversion should be separated, as Hybrid conversion has
a commercial benefit to First Bus while SCRT retrofit does not.

Discussion

It is recognised that Hybrid engine conversion may provide commercial benefits to bus
operators to a greater degree than SCRT retrofit, in the form of greater engine efficiency,
lower fuel consumption, and an increase in the operating life of a vehicle.

Potential BEAR Il grants per bus for different technology types are estimated in Table 3 in
the previous section, based on cost data supplied by First Bus (Table 1).

Based on the fleet information shared by First Bus, 3.5 per cent of buses would be in scope
to undergo engine conversion, accounting for approximately 13.6 per cent of all costs
incurred in upgrading the fleet of 285 buses, and 13.9 per cent of the total potential BEAR I
grant award calculated in Table 3.

For all buses (275 SCRT + 10 Hybrid conversion), the average eligible grant amount from
BEAR I would be approximately £11,217 per bus. For SCRT conversion-only, the average
eligible grant per bus would be approximately £10,203 — a difference of £1,014.

However, there is currently no information available from either BEAR Il or the CBTF that
would allow potential Frist Bus BEAR i grants to be compared with allocated grants for
specific types of fechnology.

While it is possible to separate potential grants for different technology types, it should be
noted that the BEAR !l application scoring guidance states that the Value for Money
component of funding applications will be considered on the basis of average grant per bus,
across all vehicleftechnology types, and not the average grant for a particular combination of
vehicle type and retrofit work:

“The average amount of award across the total bid per bus will be scored also from 1-10,
with lower cost grants per bus receiving the higher score. This number will be multiplied by
the score for emissions reduction and divided by five to give a 'value for money’ score out of
10.°

Findings

It is possible to estimate potential bids for separate types of technology, however any bid for
BEAR Il grant funding should take note of the scoring guidance published by the Energy
Savings Trust.

3

hitps:/Awww.energysavingtrust. org. uk/sites/default/files/BEAR%20Phase%202%20Assessment%20Pr
ocess%20Guidance%20FINAL . pdf




3. Interpretation of CBTF hid award data

Context

DfT published a list of total grant awards from the CBTF, which have been interpreted in
different ways by First Bus and TS during previous discussions. First Bus have suggested
removing some information from the list to produce an average grant figure for a specific
technology, however TS disagreed with this approach.

Discussion

The information published by DfT (see Annex A) is very limited, showing only the total
amount of funding awarded to each Council and for how many buses.

These grant awards may have been distributed to a range of different operators, with varying
costs of retrofit per vehicle, and could be used for a mix of (cheaper) exhaust retrofit and
(relatively expensive) engine conversion. Because the information only contains the total
bids, and not individual data points for the allocation of funding to each individual bus, it is
difficult to make any meaningful interpretation of the information.

First Bus have suggested removing three ‘outliers’ from the sample set based on market
intelligence about the nature and composition of these bids, in order to estimate an average
grant per bus for SCRT retrofit. However, as the exact composition of every bid cannot be
verified, it is not considered appropriate to remove these from the sample.

Above all, as the published information lists total grant awards and not individual awards per
bus, calculating an ‘average of the averages’ will mix different technologies and firm-specific
costs together, and therefore may not reflect the average grant award for a specific type of
retrofit technology.

Findings

The published CBTF data is not detailed enough to provide any statistical insight, and
calculating a sample average will mix exhaust retrofit and engine conversion grants together.



Annex A: Clean Bus Technology Fund grant awards*

Clean Bus Technology Fund 2017 |Number of (2017/18 2018/19

to 2019 winners buses funding funding
;'u‘{ggfg‘”k“‘h""e Combined 156 £1,368,000 |£1,474,200

2. Bristol City Council |81 [£1,047,800 |£1,167,000 |
g.oﬁﬁieizlshead Metropolitan Borough 79 £828,000 £674.180

4. Leeds City Council 175 |£0 |£1,371,000 |
|5. Transport for West Midlands 1364 l£1,500,000 l£1,500,000 |
6. Leicester City Council 1109 [£1,101,581 |£1,101,581 |
7. Oxford City Council 83 l£938,910  [|£724,020 |
8. Coventry City Council [104 |£0 [£1,500,000 |
9. Nottinghamshire County Council [112 le1,373,265 €0 |
10 Transportfor Greater 170 £1,500,000  [£1,500,000

[11. North Tyneside Council |69 les62,600  |£339,000 |
[12. Nottingham City Council [171 |£1,500,000 |i£1,196,517
113. Transport for London 500 |£1,500,000  ||£1,500,000

[14. Sheffield City Council 1117 le560,000  |l£1,386,800 |
[15. Liverpool City Region Combined {149 [£1,490,586 |£1,497,277 |
16. Southampton City Council 145 l£1,177,835  ]£1,500,000 |
[17. Derby City Council 1152 I£1,500,000  ||£798,330 |
[18. Essex County Council 60 [£1,072,500  |I£0 |
[19. South Tyneside Council 129 [£232,500  |£252,000 |
[20. Newcastle City Council 43 [e180,000  |£510,000 |
[Totals |2768 l£19,742,577 |£19,991,905 |

1 hitps:/iwww.gov. ukigovernment/news/qgovernment-funding-boost-for-bus-industry-in-drive-to-

improve-air-quality
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