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From:  On Behalf Of Cabinet Secretary for Net Zero, Energy 
and Transport 
Sent: 06 September 2021 16:55 
To: Cabinet Secretariat inbox <  
Cc: Cabinet Secretary for Net Zero, Energy and Transport < >; Pacitti F 
(Frances) <  

 
Minister for Transport <MinisterFT@gov.scot>; 

 

Subject: SCANCE CLEARED - Islay Vessel Scance 
Importance: High 
 
Cabinet Secretariat Team,  
 
Apologies for the delay in sending. Please see attached written SCANCE that has 
been cleared by Mr Matheson. 
 
Many thanks 
 

 
 

 Private Secretary to Cabinet Secretary for Net Zero, Energy and 
Transport – Michael Matheson 
Scottish Government | St Andrews’s House, Regent Road, Edinburgh, EH1 3DG | 

 | Email:  
 
All e-mails and attachments sent by a Ministerial Private Office to any other official on behalf of a 
Minister relating to a decision, request or comment made by a Minister, or a note of a Ministerial 
meeting, must be filed appropriately by the recipient.  Private Offices do not keep official records of 
such e-mails or attachments.  
 
Scottish Ministers, Special advisers and the Permanent Secretary are covered by the terms of the 
Lobbying (Scotland) Act 2016.  See www.lobbying.scot 
 
 

, 
 
As discussed – submission attached along with SCANCE note providing background. 
 
Apologies for coming to you so late on this.  
 
CMAL are drafting a press release which I will forward on once received. 
 
FMPG lines are being handled by SIAD/SG colleagues. 
 
Thanks 

 
 

 | Vessels Projects | Ferries Unit 
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Aviation, Maritime, Freight and Canals | Transport Scotland  
  

My current working pattern and core hours are Monday to Wednesday and Friday, 8am – 5pm. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
[Redacted} – See Annex 1 
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,  

 
Please see the below response from Ms Forbes: 
 
Thank you for the note. I am content to move to invitation to tender stage for two 
vessels and note the risk that the procurement process may need to restart should 
cost estimates for the two vessels come in substantially higher.  I am also content to 
approve this on the basis that no spend is committed until a full business case and 
AO template is approved and that costs are considered as part of the resource 
spending review and within capital budgets. 
 
Kind regards, 

 
 

 
Deputy Private Secretary to Cabinet Secretary for Finance and Economy –  
The Scottish Government | St Andrew’s House, Regent Road, Edinburgh, EH1 3DG  

 | E:  
 
All e-mails and attachments sent by a Ministerial Private Office to any other official on behalf of a 
Minister relating to a decision, request or comment made by a Minister, or a note of a Ministerial 
meeting, must be filed appropriately by the recipient.  Private Offices do not keep official records of 
such e-mails or attachments.  
 
Scottish Ministers, Special advisers and the Permanent Secretary are covered by the terms of the 
Lobbying (Scotland) Act 2016.  See www.lobbying.scot 
 
From: >  
Sent: 10 September 2021 16:13 
To: Cabinet Secretary for Net Zero, Energy and Transport < >; Minister for 
Transport <MinisterFT@gov.scot> 
Cc: Cabinet Secretary for Finance and Economy < >; Deputy First Minister and 
Cabinet Secretary for Covid Recovery <DFMCSCR@gov.scot>; Cabinet Secretary for Rural Affairs and 
Islands < >; Chief 
Executive Transport Scotland <ceo@transport.gov.scot>; Communications Finance & Economy 
<CommunicationsFinance&Economy@gov.scot>; DG Economy < ; Economy 
Covid-19 Hub <BESTCovidHub@gov.scot>; >;  

 Press Transport Scotland <media@transport.gov.scot>; 
Transport Scotland Directors < >; Transport Scotland Media 
< >; TS Corporate Correspondence Support Team 
<TSS@transport.gov.scot>;  

; Chief 
Financial Officer <  

First Minister <firstminister@gov.scot>; Permanent Secretary 
<PermanentSecretary@gov.scot> 
Subject: RE: Islay Vessel - Ministerial Update Briefing and AOT - Urgent 
 

, 
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Transport Scotland 
 

 
 
From:  <   
Sent: 14 September 2021 12:03 
To: >; Cabinet Secretary for Finance and 
Economy < >; Minister for Transport <MinisterFT@gov.scot>; 

 
Cc: Press Transport Scotland <media@transport.gov.scot>; Communications Finance & Economy 
<CommunicationsFinance&Economy@gov.scot>; Pacitti F (Frances) 

 

 

>; 
Chief Executive Transport Scotland <ceo@transport.gov.scot>; DG Economy 
<  

 
 

 

 
> 

Subject: RE: Islay vessel procurement - draft NR for clearance 
 
Perfect thanks  
 
Do we also have Q and A to handle queries re the Fergusons bid from “this” side of 
things I e CMAL?  
 

 
 

Rural Affairs, Islands and Transport 
 

 
Please continue to follow the public health guidance on coronavirus at 
https://www.nhsinform.scot/coronavirus 
Scottish Government  
St Andrew’s House, 2 Regent Road, Edinburgh, EH1 3DG 
Scottish Ministers, Special advisers and the Permanent Secretary to the Scottish Government are 
covered by the terms of the Lobbying (Scotland) Act 2016.  See www.lobbying.scot. 
 
From: >  
Sent: 14 September 2021 11:51 
To:  Cabinet Secretary for Finance and Economy 
< >; Minister for Transport <MinisterFT@gov.scot>; 

 
Cc: Press Transport Scotland <media@transport.gov.scot>; Communications Finance & Economy 
<CommunicationsFinance&Economy@gov.scot>; Pacitti F (Frances) 
<  
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I would also like to highlight the efforts others have made in getting us to this stage, which 
has been no easy feat.  
 
I’m happy to discuss further with you or if you have any immediate questions or concerns. I 
look forward to your feedback and comments hopefully tomorrow if possible? 
 
Many Thanks, 

  
 

 
 
Project Manager  

 
 
 
 
From:   
Sent: 23 February 2022 14:12 
To: TS Corporate Governance Team  
Cc: Pacitti F (Frances)  

 

> 
Subject: Islay Vessels AOT/ FBC 
Importance: High 
 
Transport Scotland Secretariat / TS Directors, 
 
Following approval of the Islay Vessel OBC in June 2021, please find attached an 
IDM Action Officer Template paper for your consideration along with the Final 
Business Case which is embedded within Annex A and accessible via the eRDM 
link. 
 
There is a dedicated meeting slot on 1 March 2022 at SMT to provide the opportunity 
to discuss and clarify any points you may have, both CMAL and CalMac colleagues 
will also be in attendance. 
 
If you have any questions or queries in relation to the AOT or FBC, please do not 
hesitate to contact or myself. 
 
Kind Regards, 

 
 

 
 
2nd March 2022 
 
From: >  
Sent: 02 March 2022 16:37 
To: Pacitti F (Frances)  
Cc: 
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[Redacted} – See Annex 1 

                                                                             
 
From: >  
Sent: 04 March 2022 17:02 
To: Minister for Transport <MinisterFT@gov.scot>; Cabinet Secretary for Net Zero, Energy and 
Transport < >; Cabinet Secretary for Finance and Economy 
<  
Cc: First Minister <firstminister@gov.scot>; Deputy First Minister and Cabinet Secretary for Covid 
Recovery < Cabinet Secretary for Rural Affairs and Islands 
< ; >; Chief Executive 
Transport Scotland <ceo@transport.gov.scot>; Communications Finance & Economy 
<CommunicationsFinance&Economy@gov.scot>; DG Net Zero  Economy 
Covid-19 Hub <BESTCovidHub@gov.scot>;   

 Press Transport Scotland <media@transport.gov.scot>; 
Transport Scotland Directors <DLECONPTSD@transport.gov.scot>; Transport Scotland Media 
<DLECONPTSM@transport.gov.scot>; Chief Financial Officer >; Director of Budget and 
Public Spending <  

 
 

 

 
 

 
 

 
Subject: FOR APPROVAL - COMMERCIAL SENSITIVE - TS Ferries - Islay Vessels and Ports - 04 March 
2022 
 
Ms Gilruth / Mr Matheson / Ms Forbes, 
 
FOR REVIEW AND APPROVAL 
 
Please find attached a Ministerial briefing including Accountable Officer Template 
which seeks approval of funding for two new vessels for the Islay routes and 
associated port works. A response by close on Tuesday 08 March would be much 
appreciated to allow CMAL to complete vessel contract award actions this financial 
year. 
 
I also attach a copy of the presentation which was used at Transport Scotland 
Investment Decision Making Board as additional background. 
 
Happy to discuss and/or provide further information as required. 
 
Kind Regards, 
_________________________________________________ 
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From: > On Behalf Of Minister for Transport 
Sent: 08 March 2022 10:58 
To: Cabinet Secretary for Finance and Economy <  

; Minister for Transport <MinisterFT@gov.scot>; Cabinet 
Secretary for Net Zero, Energy and Transport <  
Cc: First Minister <firstminister@gov.scot>; Deputy First Minister and Cabinet Secretary for Covid 
Recovery  Cabinet Secretary for Rural Affairs and Islands 

>; Chief Executive 
Transport Scotland <ceo@transport.gov.scot>; Communications Finance & Economy 
<CommunicationsFinance&Economy@gov.scot>; DG Net Zero <  Economy 
Covid-19 Hub <BESTCovidHub@gov.scot>; >;  

 Press Transport Scotland <media@transport.gov.scot>; 
Transport Scotland Directors < ; Transport Scotland Media 
<  Chief Financial Officer <cfo@gov.scot>; Director of Budget and 
Public Spending 

 

 
 

 
 

 
Subject: RE: FOR APPROVAL - COMMERCIAL SENSITIVE - TS Ferries - Islay Vessels and Ports - 04 
March 2022 
 
Hi   
 
Ms Gilruth has expressed some concerns about the optics of awarding to a country 
outwith the UK, and particularly Scotland, given ownership of an existing shipyard. 
The Minister would be interested in views of Ms Forbes and Mr Matheson on this.  
 
Secondly, the Minister has asked whether it is possible for officials to provide more 
detail on the design of the ships in terms of the tender?  
 
Lastly, Ms Gilruth is concerned around the timescales here. Given past experiences 
with 801/802, can officials confirm that reporting timescales and updates on progress 
are built in to the contract?  
 
Many thanks,  

  
 

 | Deputy Private Secretary to the Minister for Transport – Jenny 
Gilruth 
The Scottish Government | St Andrew’s House, Edinburgh, EH1 3DG  
Email: MinisterFT@gov.scot 
 
All e-mails and attachments sent by a Ministerial Private Office to any other official on behalf of a 
Minister relating to a decision, request or comment made by a Minister, or a note of a Ministerial 
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Transport Scotland Directors < Transport Scotland Media 
<  Chief Financial Officer  Director of Budget and 
Public Spending <  

 
 

 

 
 

 
 

 
Subject: RE: FOR APPROVAL - COMMERCIAL SENSITIVE - TS Ferries - Islay Vessels and Ports - 04 
March 2022 
 
Hi   
 
Ms Gilruth has expressed some concerns about the optics of awarding to a country 
outwith the UK, and particularly Scotland, given ownership of an existing shipyard. 
The Minister would be interested in views of Ms Forbes and Mr Matheson on this.  
 
Secondly, the Minister has asked whether it is possible for officials to provide more 
detail on the design of the ships in terms of the tender?  
 
Lastly, Ms Gilruth is concerned around the timescales here. Given past experiences 
with 801/802, can officials confirm that reporting timescales and updates on progress 
are built in to the contract?  
 
Many thanks,  

  
 

 | Deputy Private Secretary to the Minister for Transport – Jenny 
Gilruth 
The Scottish Government | St Andrew’s House, Edinburgh, EH1 3DG  
 
From: > On Behalf Of Minister for Transport 
Sent: 10 March 2022 13:30 
To: >; Minister for Transport 
<MinisterFT@gov.scot>; Cabinet Secretary for Finance and Economy <CabSecFE@gov.scot>; Cabinet 
Secretary for Net Zero, Energy and Transport <  
Cc: First Minister <firstminister@gov.scot>; Deputy First Minister and Cabinet Secretary for Covid 
Recovery <  Cabinet Secretary for Rural Affairs and Islands 

>; Chief Executive 
Transport Scotland <ceo@transport.gov.scot>; Communications Finance & Economy 
<CommunicationsFinance&Economy@gov.scot>; DG Net Zero < Economy 
Covid-19 Hub <BESTCovidHub@gov.scot>;  

>; Press Transport Scotland <media@transport.gov.scot>; 
Transport Scotland Directors  Transport Scotland Media 
<  Chief Financial Officer <cfo@gov.scot>; Director of Budget and 
Public Spending 
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Subject: RE: FOR APPROVAL - COMMERCIAL SENSITIVE - TS Ferries - Islay Vessels and Ports - 04 
March 2022 
 
Hi   
 
Thanks for below.  
 
Having provided below comments, Ms Gilruth is content with the recommendations. 
 
As discussed with Cab Sec PO, I understand that Cab Sec is also content to 
approve.  
 
Many thanks,  

  
 

 | Deputy Private Secretary to the Minister for Transport – Jenny 
Gilruth 
The Scottish Government | St Andrew’s House, Edinburgh, EH1 3DG  
 
 
From:  On Behalf Of Cabinet Secretary for Net Zero, 
Energy and Transport 
Sent: 10 March 2022 13:38 
To: Minister for Transport <MinisterFT@gov.scot>;  

; Cabinet Secretary for Finance and Economy 
 Cabinet Secretary for Net Zero, Energy and Transport 

 
Cc: First Minister <firstminister@gov.scot>; Deputy First Minister and Cabinet Secretary for Covid 
Recovery <  Cabinet Secretary for Rural Affairs and Islands 

 Executive 
Transport Scotland <ceo@transport.gov.scot>; Communications Finance & Economy 
<CommunicationsFinance&Economy@gov.scot>; DG Net Zero <  Economy 
Covid-19 Hub <BESTCovidHub@gov.scot ;   

 Press Transport Scotland <media@transport.gov.scot>; 
Transport Scotland Directors <  Transport Scotland Media 
<  Chief Financial Officer <cfo@gov.scot>; Director of Budget and 
Public Spending <  
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Subject: RE: FOR APPROVAL - COMMERCIAL SENSITIVE - TS Ferries - Islay Vessels and Ports - 04 
March 2022 
 

,  
 
To confirm Mr Matheson is also content to approve this. 
 
Thanks 
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ANNEX 1 
 
 
 
 

Ferries Contracts and Projects 
Transport Scotland - AMFC Directorate 

 
 

 
       04 March 2022 
 
TO:  MINISTER FOR TRANSPORT 
 CABINET SECRETARY FOR NET ZERO, ENERGY AND TRANSPORT 
 CABINET SECRETARY FOR FINANCE AND ECONOMY 
 
ISLAY FERRY IMPROVEMENTS – VESSELS CONTRACT & ACCOUNTABLE OFFICER TEMPLATE 
DECISION 
 
 
PURPOSE 
 
1. To provide an update on the procurement undertaken by Caledonian Maritime Assets Ltd. 

(CMAL) for two new major vessels for Islay routes and its’ intention to award a contract to the 
preferred shipyard. 
  

2. To seek approval on the funding of the two new vessels by way of voted loan from Transport 
Scotland to CMAL at a cost of up to £105 million.  
 

3. To seek agreement for CMAL to progress associated port enabling works at Kennacraig, Port 
Askaig, Port Ellen and Colonsay to accommodate the new vessels at a cost of £25 million. 
 

4. To seek agreement of the capital and resource costs set out in the Accountable Officer 
Template. 
 

5. To seek comment / agreement on the initial Transport Scotland press release which is intended 
to be issued on 11 March when CMAL issue standstill letters to the successful and unsuccessful 
shipyards.   

 
 
PRIORITY - Urgent 
 
6. A response is requested by close on Tuesday 08 March to allow CMAL to complete 

administration and inform bidders of the tender outcome on 11 March.  
 
 
BACKGROUND 
 
7. Transport Scotland and Scottish Government recognise that the ongoing disruption to residents 

and businesses on our islands caused by breakdowns and vessel repairs on the Clyde and 
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Hebrides network is unacceptable. These lifeline services play a critical role in supporting the 
economic, social and cultural development of remote and island communities. 
 

8. Transport Scotland continues to work closely with CalMac Ferries Ltd. (CFL) and CMAL to resolve 
these often complex issues as efficiently as possible and to bring greater resilience across the 
network. 
 

9. However, it is clear that the age profile of the fleet means that new tonnage is required. The 
Scottish Government announced investment of at least £580 million in ports and vessels to 
support and improve Scotland’s ferry services, as part of the wider Infrastructure Investment 
Plan, on 4 February 2021. New vessels entering the fleet will be procured and owned on behalf 
of Scottish Ministers by CMAL, who would act as procuring authority.  The vessels will be funded 
by way of voted loan from Transport Scotland to CMAL. 
 

10. The Islay vessel project was initiated to consider options for replacing one of the two vessels 
currently serving the routes, namely the life expired MV Hebridean Isles which is approaching 
40 years old. The key challenges for communities served by the Islay routes are reliability and 
capacity of these vessels. 
 

11. There has been previous criticism that community views are not taken into account in the 
decision making process.  The Islay Ferry Committee have been a key stakeholder and engaged 
throughout the process of developing this vessel specification and wider programme.  Their 
involvement has been welcomed and the Ferry Community Board has highlighted this approach 
as a model that should be adopted moving forward.  
 

12. The Outline Business Case for the Islay vessel replacement, recommending one new 98.4 metre 
vessel and associated port infrastructure, was approved by TS IDMB in June 2021. CMAL 
undertook a rigorous assessment of the Single Procurement Documents Scotland (SPDS) 
submissions made by a total of eleven shipyards and narrowed this down to four who passed 
all criteria to reach next stage as part of a two stage restricted process. 
 

13. The review of the first stage submissions and further consideration of network wide resilience 
and fleet replacement pressures, the project team presented updated information on costs, 
potential benefits and longer term implications for the CHFS network of confirming one or two 
vessels of the same specification within the Invitation to Tender (ITT). In September 2021 
Transport Scotland Investment Decision Making Board and Ministers agreed that CMAL should 
continue with the procurement process, confirming two vessels within the ITT.  
 

14. Compliant tenders were received from all four short listed yards, providing confidence around 
the feasibility of the project, and CMAL have identified a preferred bidder. 
 

15. On 01 March 2022 the Transport Scotland Investment Decision Making Board considered the 
Final Business Case for the two new vessels and associated port works and approved the 
recommendations put forward by the project team as set out below. 
 

• Agree the provision of £105 million voted loan to CMAL to fund the two vessels, (subject 
to finalisation of contracts and Ministerial approval); 

• Agree that work on the associated ports should progress at a capital cost of around £25 
million (subject to Ministerial approval); 
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36. A gateway review process has been ongoing throughout the project. The recently completed 
Gateway 3 review found that the project is progressing well and that the procurement of the 
two vessels has received viable tenders within the affordability envelope. The review team 
noted that the vessel procurement project could be judged as Green if viewed in isolation with 
the overall project, including associated port infrastructure works, viewed as Green/Amber. 

 
 
AFFORDABILITY 
 
37. Transport Scotland budgets as part of the wider Infrastructure Investment Plan, February 2021. 

Scottish Government announcement of investment of at least £580 million in ports and vessels 
to support and improve Scotland’s ferry services over the five years from 2021 to 2026. 
 

38. The capital investment and revenue costs associated with this project are included within the 
figures submitted by Transport Scotland for consideration as part of the ongoing Strategic 
Approach to Budgeting and Capital Spending Review process. Ongoing RDEL costs will be part 
of future CHFS franchise contracts. However, as budget discussion are still ongoing the decision 
is being requested in advance of settlement.   It is recognised that by committing to this project 
we also commit to incurring the potential increased resource costs and therefore any budgetary 
pressures are likely to require colleagues to undertake a reprioritisation of other future projects. 

 
 
VALUE FOR MONEY 
 
39. The tendering process for the new vessels and for the future port works is being undertaken 

through open procedure and in line with relevant legislation and guidance to ensure 
competitive prices and drive value for money. The overall project is considered necessary to 
provide appropriate capacity for one of the busiest routes on the CHFS network and reduce the 
overall age of the fleet and therefore improve reliability by replacing vessels approaching 40 
years’ service with new tonnage. 

 
 
ACCOUNTABLE OFFICER TEMPLATE 

 
40. A completed Accountable Officer Template which captures all of the capital and revenue costs 

indicated in the briefing and FBC is been provided in Annex B.  
 

41. As part of the response to this briefing we request approval from Minister for Transport, Cab 
Sec Net Zero, Energy and Transport and Cab Sec Finance. 
  

42. Approval by 08 March will allow a contract to be secured for two vessels before the end of 
March 2022. 
 
 

SENSITIVITIES AND HANDLING  
 
43. It is expected that information on the preferred bidder will become public following 

communication from CMAL on 11 March  when letters to successful and unsuccessful bidders 
are issued. There will be keen interest from island communities and businesses, most notably 
Islay but also from across the network, in any announcements or updated information on the 
vessel procurement. There is also expected to be significant press and political interest. 
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44. CMAL has undertaken a rigorous assessment of the tenders made by a total of four ship yards, 

all from outwith the UK. 
 

45. There will sensitivity of a yard securing the next two major vessels out with the UK, however it 
should be noted there remains a significant pipeline of major and smaller vessels to be delivered 
over the next decade and beyond, providing the opportunity for future work. There will also be 
opportunities in the Local Authority vessel replacements in due course.  
 

46. It is important that this information remains confidential until all of the yards have been 
informed.  
 

47. Out with the business case work on the routes there have been speculative indications and 
statements made around a potential private operator providing a freight service for Islay. The 
detail of these potential services has never been confirmed and no formal proposal has ever 
come forward. Decisions on the improvements to the Islay routes set out within this briefing 
should not be put on hold due to these speculative options. In any event we would expect the 
private services (if they ever come forward) to co-exist or be made compatible with working 
alongside our lifeline services.   
 

48. A draft initial press release for issue on 11 March is being developed and will be issued for 
approval in due course. Further communications and potential Ministerial announcement will 
be agreed for 21 March, when the ten day standstill period ends. 
 
 

GEOPOLITICAL ISSUES  
 

49. Questions around the ongoing situation in Ukraine and potential impact on the new vessels 
contract were raised at the TS IDMB. Queries around the potential location of the shipyards and 
their associated supply chains were asked. CMAL have indicated that the preferred bidder 
(based on price and quality) is located in Turkey and has the lowest risk of all of the four bidders 
due to where the yard is situated (on the Mediterranean sea). All yards involved in the bidding 
have historically relied on steel sourced from Ukraine, but can seek alternatives in other 
markets). The ongoing situation will be monitored and any related contract issues managed 
throughout the build.   
 
 

IMPROVEMENTS IN PROCUREMENT PROCESSES AND REFUND GUARANTEE 
 
50. There have been significant improvement in the development and procurement of vessel 

projects since the project to deliver MV Glen Sannox and Hull 802.  
 

51. This includes increased use of the Gateway Review process noted earlier, but also the use of an 
independent assessor in the tender review. CMAL has also employed the services of a 
shipbroker (Clarksons) to provide further assurance and background on the track record of the 
yards bidding for the work.  
 

52. Most importantly, it should be noted that the entire contract will be backed by a 100% Refund 
Guarantee that secures the investment at all stages up until the vessels is handed over at 
completion.  
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ANNEX A 
Islay Vessel Final Business Case – Executive Summary 

 
Introduction 
The Islay vessel project was initiated to consider options for replacing one of the two vessels currently 
serving Islay, namely the life expired MV Hebridean Isles. The key challenges for communities served by 
the Islay routes are reliability and capacity of vessels. 
 
The project team included Transport Scotland Ferries Unit, Caledonian Maritime Assets Ltd and CalMac 
Ferries Limited.   
 
The Outline Business Case, recommending one new 98.4 metre vessel and associated port 
infrastructure, was approved by TS IDMB in June 2021.  Further to consideration of network wide 
resilience and fleet replacement pressures, the project team presented updated information on costs, 
potential benefits and longer-term implications for the CHFS network of confirming one or two vessels 
within the Invitation to Tender (ITT).  In September 2021 TS IDMB and Ministers agreed that CMAL 
should continue with the procurement process, confirming two vessels within the ITT.   
 
Strategic Case 
The strategic context of the project, in terms of problems and opportunities, has changed since the SBC 
and OBC were initially completed, with the rationale for intervention becoming more acute due to 
continued deterioration of the network reliability and resilience and increasing costs of repairs to 
existing vessels.  While the Covid pandemic has temporarily reduced demand on the routes, the future 
forecasts continue to show significant potential growth in ferry trips on the routes. The objectives 
identified remain valid but have been expanded to consider the wider fleet replacement benefits of a 
two vessel option, rather than focus on replacing an individual vessel (MV Hebridean Isles) on the Islay 
routes.  
 
The preferred option of purchasing two new vessels will satisfy the objectives of the original study as 
well as provide further benefit to the overall objectives of the Scottish Government. Key stakeholders, 
including the local communities served by the routes have been kept informed of progress since the 
extensive engagement undertaken as art of the SBC and maintain a strong positive support for the 
preferred option.  
 
Socio- Economic Case 
Revisiting the appraisal of STAG and wider socioeconomic criteria as part of the FBC work has confirmed 
that the identified problems still exist and that the preferred option will offer a suitable solution and 
value for money. The preferred option of purchasing two new 98.4 metre vessels under the one 
contract and progressing related port enabling work has been identified as the optimum means of 
improving the Islay routes and contributing more to the SG’s Purpose and Objectives by providing wider 
network benefits around reliability and resilience. 
 
The improved reliability, additional vehicle capacity, greater efficiency and improved customer 
experience which will be provided by the new vessels and the related cascades meets the objectives of 
the original study and the consideration of wider benefits. 
 
Commercial Case 
CMAL, as procuring authority, have undertaken a robust procurement in line with relevant legislation 
and guidance. The robust tendering and assessment process included appropriate advice from specialist 
legal, commercial and technical advisors and has led to the identification of preferred shipyard. For the 
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Shipbuilding Contract, the Baltic and International Maritime Council (BIMCO) “NEWBUILDCON” 
International Standard Shipbuilding contract will be used. 
 
Financial Case 
A full financial appraisal of the preferred option has been carried out, based on resource accounting and 
budgeting principles, including information on funding, budgeting over the life of the project and 
scheme cash flow. The project’s affordability has been considered against capital budgets and short, 
medium and longer term resource implications.  
 
Subject to agreement with IDM and Ministers, voted loans of up to £105M to cover all costs relating to 
procurement of vessels would be made from TS to CMAL in the normal manner. CMAL will include a full 
refund guarantee in the contract with the appointed shipyard and make robust arrangements to protect 
the investment over the course of the construction and delivery phase. 
 
Subject to completion of appropriate design and planning, capital grants of £25M, including appropriate 
optimism bias, will be made for the enabling port works and these will be closely managed by CMAL as 
the works progress.  
 
Management Case 
The vessel element of the project has been progressed to award of contract stage and management 
plans, outlining the framework for managing risk, benefit realisation, post-project evaluation and the 
project as a whole have been developed. Within the risk management framework all options available 
for risk mitigation throughout the course of construction and delivery will be considered. Suitable 
allowances have been made for remote and on site supervision. 
 
A risk register for the vessels element and each of the port works will be drawn up to identify which 
party is responsible for each risk and these will also be combined to understand and manage the overall 
programme as a whole. A Benefits Realisation approach will also be developed as the projects progress 
to maximise positive outcomes and so that lessons learnt can be recorded and used on future vessel 
and port projects of this kind.  
 
Summary Recommendations 
The project team considers that a robust case has been made for purchase of two new vessels for the 
Islay routes and that a contract should be placed with the preferred tenderer in March 2022. 
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How does this link to your directorate strategy as informed by the National Performance Framework and other Government Priorities:  
 
Scotland’s ferry networks provide essential connections to our island and other remote communities. The Scottish Government’s five-year Infrastructure 
Investment Plan (IIP), published in February 2021 set out; 
 
“Building on our successive Vessel Replacement and Deployment Plans (VRDP) we will produce and maintain a long-term plan and investment programme 
for new ferries and development at ports to improve resilience, reliability, capacity, and accessibility, increase standardisation, and reduce emissions to 
meet the needs of island communities supported by investment of at least £580 million during the next five years as well as completing two new ferries for 
the Isle of Arran and the Uig Triangle.” 
 
Full deployment of the fleet during peak summer periods since 2016, growing demands across the year and an ageing vessel profile are increasing the risk 
and impact of breakdowns on residents, services and businesses in these fragile areas. 
 
Eight of the ten major vessels, serving the busiest and most demanding routes on the Clyde and Hebrides Ferry Service (CHFS) network, have reached or 
will reach normal life expiry (around 30 years depending on vessel design and type of use) within the next ten years. This is leading to increasing 
maintenance and operational costs, increased breakdowns and lengthier, more disruptive vessel outages.  
 
The situation has been further compounded by the delayed delivery of replacement vessels 801 (MV Glen Sannox) and Hull 802 
which were originally due to be delivered in 2018, but are now expected around Winter 2022/23 and Spring/Summer 2023. 
 
An additional budget allocation of £4 million CDEL is currently provided annually, over and above the subsidy provided to operate the CHFS contract to 
CalMac/CMAL. This has been agreed to mitigate against major breakdowns and service disruption caused by technical/obsolescence issues with the aging 
fleet. 
 
The current Vessel Replacement and Deployment Plan (VRDP) indicates that MV Isle of Arran (39 years old) and the MV Hebridean Isles (37 years old) are 
expected to become surplus to requirement for scheduled CHFS services once MV Glen Sannox, Hull 802 (both currently under construction) and the new 
Islay vessels have been delivered. 
 
Consideration regarding disposal of assets across the network is on-going. Beyond that, the following six major vessels are scheduled for replacement due 
to normal working life expiry in successive years from 2026: 
 

• MV Isle of Mull - in service since 1988 – expected life expiry 2026 
• MV Lord of the Isles - in service since 1989 – expected life expiry 2027 
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• MV Caledonian Isles – in service since 1993 – expected life expiry 2028 
• MV Isle of Lewis - in service since 1995 – expected life expiry 2029 
• MV Clansman - in service since 1998 – expected life expiry 2030 
• MV Hebrides -in service since 2001 – expected life expiry 2031 

 
A sustained investment programme in the coming decade to replace these major vessels, is therefore required and has been drawn up.  It will bring with it 
significant resilience benefits to the network as a whole as well as individual routes.  Also, the full commitment of the major vessel fleet has left the 
network vulnerable to any single vessel failure. 
 

 
Is this issue unique to Scotland, compared to the rest of the UK, if so explain why this is the case: 
 
The operation of the lifeline ferry network with Scotland is a devolved matter. The Scottish Government, through Transport Scotland, 
manage two ferry franchises, the Northern Isles Ferry Services (NIFS) and Clyde and Hebrides Ferry Services (CHFS). As with 
other vessels, the proposed new Islay vessels would be owned by CMAL and operated as part of the CHFS network. 
 

 
What would be the impact if this activity was not taken forward: 
 
As noted previously, Transport Scotland and Scottish Government recognise that the ongoing disruption to residents and businesses 
on our islands caused by breakdowns and vessel repairs on the Clyde and Hebrides network is unacceptable. 

In CHFS contract year five (October 2020 to September 2021) 538 scheduled major vessel sailings were cancelled as a result of 
technical issues. 69 Of these cancellations were on the Islay route with MV Hebridean Isles accounting for 58 of these. Over 12% 
of MV Hebridean Isles’ 813 scheduled sailings were cancelled in total (all reasons including weather, port and Covid) with significant 
impacts on connectivity for the communities and businesses served. These figures and the related impact on remote and island 
communities are expected to increase in frequency and severity as the major vessel fleet continues to get older and replacement 
parts become harder and more expensive to source. 
 
If this action is delayed then the procurement will need to be restarted and procurement and delivery of the much needed vessels 
will likely be pushed back from 2024/25 to 2025/26. Given the current and future demands for vessels and related resources, prices 
for the vessels may well increase as a result of delay. 
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The further delay to adding new vessels to the fleet will exacerbate pressures on the existing fleet with maintenance and repair costs 
increasing. Disruption around the network would also be expected to continue and increase as ageing vessels continue to be used 
leading to impacts on Island and rural economies.    
 

 
Are there other options available to take forward this action and have these been fully considered and compared?: 
 
The Outline Business Case for the Islay vessel replacement was approved by Transport Scotland IDM in June 2021. This followed Transport Scotland 
STAG/Business Case/IDM Guidance to understand the problems and opportunities and, develop objectives and assess a range of service delivery options 
for the Islay routes. 
 
The original Islay Vessel replacement Outline Business Case considered options for new vessels and concluded that a single vessel 
with related harbour infrastructure costs would be appropriate, while noting that a second vessel could bring additional benefits. 
Further analysis of Islay route capacity, CHFS fleet reliability and resilience and wider cascade opportunities has been undertaken. 
The option of confirming only one vessel within the ITT was considered but due to wider network pressures and the urgent need to 
accelerate the fleet replacement programme the two vessel option was agreed with TS IDMB and Ministers in September 2021. 
 
It should be noted that any other actions to bring additional major vessel in to the fleet would further delay the fleet replacement 
programme with the associated impacts on networks and the island communities and businesses they serve. The procurement of 
two vessels as part of the current process therefore presents a positive option to bring much needed progress. 
 

 
If already taken forward, why this needed an urgent response and what would have been the impact on the proposal/proposed mitigating 
action if this was delayed:  
 
Not already taken forward. 
 

 
What budgetary and legislative powers will be used to undertake the activity? (eg is the spend covered under the budget act and 
legislative powers of the Scottish Parliament). Please contact SGLD and finance for advice 
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All of these objectives will be carefully monitored as the vessels enter service and will be fed back in to the consideration of further fleet replacement 
across the wider network in future years. 
 
In addition to the network performance benefits, vessel specific aspects will also be monitored, including: 

• fuel/energy consumption 
• running costs 
• passenger satisfaction 

 
 
TEMPLATE CONTINUES ON NEXT PAGE 

  





OFFICIAL - SENSITIVE 

Page 59 of 68 
 

What reprioritisation and mitigating options/actions have been explored in advance of this proposal to manage or absorb the request, 
including cutting costs and, reprioritising existing staff and budgets: 
The option of not renewing or delaying the renewal of the fleet has been considered but it would ultimately lead to vessels being 
taken out of service with direct and significant impacts on island and remote communities. Enhanced maintenance/resilience spend 
is already in place and being used to keep the exiting vessel running beyond normal life expiry of 30 years. 

CMAL continue to search the world shipping markets for suitable second hand vessels but these are scarce and would not be of the 
design required to fit the major vessel fleet. 

 
What are the longer-term financial implications of this request, and how will these be funded from the business area (e.g. if funding 
increase in staffing how will recurring staff costs be met in future years) 
The capital investment is allowed for in current Transport Scotland financial planning and ongoing RDEL costs will be part of future 
CHFS franchise contracts. 

Transport Scotland budgets for new vessels and port work were announced as part of the wider Infrastructure Investment Plan, 
February 2021. Scottish Government announcement of investment of at least £580 million in ports and vessels to support and 
improve Scotland’s ferry services over the five years from 2021 to 2026. 

The capital investment and revenue costs associated with this project are included within the figures submitted by Transport Scotland for consideration as 
part of the ongoing Strategic Approach to Budgeting and Capital Spending Review process. However, as budget discussion are still ongoing the decision is 
being requested in advance of settlement. It is recognised that by committing to this project we also commit to incurring the potential increased resource 
costs and therefore any budgetary pressures are likely to require colleagues to undertake a reprioritisation of other future projects. 
 
Ongoing RDEL costs will be part of future CHFS franchise contracts. The estimates of RDEL impacts will be refined as the vessels approach delivery and it is 
expected that the overall impact will be lower than included at this stage due to refinement of estimates, consideration of wider interactions with other 
projects / deployment options and updates on revised revenue from farebox income.  
 

 
 
What timeframe does this commitment cover (eg what date will the spend commence and when is it expected to end to the nearest 
month) 
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The capital build costs will be from this financial year (2021/22) to 2024/25 assuming an order for two vessels is placed in March 
2022. The vessel spend profile of 30%, 20%, 30%, 20% is intended to minimise risks of delay in ordering/securing key build items 
and machinery, provide certainty to the shipyard and incentivise delivery. The contract will also include a full refund guarantee.  
 
The operational costs for the vessels will be an ongoing part of the CHFS franchise. While the current contract is due to end in 
September 2024, future contracts would take on the operational and related charter costs for the new vessels. 
 

 
What are the impacts on the tax system of this request – whether that be devolved taxation or tax powers reserved to the UK 
Government? If none, please explain why. If unsure please contact the Tax Division for advice. 
N/A 

 

Procurement 

When approval for the proposed expenditure is needed by, with reference to when the funds need to be committed by, and the 
contractual arrangements for committing them (including what discussions you have had with procurement).  

 
Agreement to proceed is requested in early March 2022 to allow for Ministerial clearances and initial payments for the vessels to be 
made to CMAL this financial year (FY/2021/22). 
 
CMAL have confirmed more robust metrics have been undertaken in the current procurement process following lessons learned in previous vessel build 
projects. These being: 

• Employing a shipbroker to advise who understands the current market 
• Enhanced the level of questioning in SPDS particularly around finance, refunds and technical abilities. 
• Procurement team analysing finances supported by an independent chartered accountant (MMCA). 
• Tender assessment panel members (including CMAL CEO, CMAL Director of Vessels and CMAL Director of Finance) analysing and questioning 

bidding shipyards on: -  
o Refund guarantees,  
o Performance of shipyards supported by Clarksons 
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HR 
Any decisions with regards to staffing resource must considered in the context of resourcing policy and your workforce/resource 
planning, take into account recurring future year costs, and involve HR Business Partners. 

If the activity involves new staffing resource has consideration been given to all other options – such as resource becoming available 
through re-prioritisation or multifunctioning staff within and across Directorates:  

N/A 
 

 
Subsidy Control (formally State Aid Unit) 

Any risks arising from the proposed spending and confirmation that these have been considered by the State Aid Unit:  

N/A – Open tender. 

 
Subsidy Control Unit reviewed 
by: 
 

 

Date: 
 
 
21/02/2022 

Comments:  
 
As stated this is an open procurement exercise, and therefore no subsidy control 
issues present.  

 

 
 
 
 
 
SG Finance – CFO considerations: 

The above business case has been reviewed by SG Finance who highlight the below comments: 
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The operational improvements associated with the new vessels has been set-out very clearly and demonstrates a value for money case for this 
investment. As colleagues are aware, we face significant affordability challenges in future years that are being considered as part of the ongoing 
Resource Spending Review process. I am content to approve the proposed spend on the basis that:  
 

• The capital funding requirements for both the purchase and port infrastructure improvements are to be met and prioritised from 
existing budgets and existing intended allocations as per the Capital Spending Review. 
  

• The resource funding requirements for 2024-25 and beyond are met from future year budget allocations. I understand these costs may 
require a reprioritisation of future projects which should be fully considered through the Spending Review process. 
 

 
CFO signed: 

  
Date: 
4 Mar 2022 

Comments: 
As Above 

 

 
 
Declaration 
 
The above business case is judged as the best course of action to mitigate priority costs. All efforts have been made to resource activity 
from within current staffing and budgets, and options to acquire resource from other areas of the Scottish Government have been fully 
exhausted before requesting further resource. 
 
 Signed Date 
Transport Scotland Chief 
Executive  
 

Hugh Gillies 4 Mar 2022 
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AOT ANNEX B: List of challenge questions and answers  
 

Directorate Question Raised and by whom Answer 
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ANNEX 2 
 
SCANCE Contribution 
 
Cleared contributions must be with Cabinet Secretariat by 1pm on Mondays, (unless 
an extension has been agreed): 
 
Send to your Cabinet Secretary and Cabinet Secretariat Inbox 
 
CMAL expect shortly to announce the four yards to be issued with an Invitation to Tender to 
proceed to the next stage in procurement of the new Islay vessel (funded through the £580m 
set out in the Infrastructure Investment Plan). This is not yet in the public domain and the 
yards will not be informed until midday on Monday at the latest.  
 
The decision has still to be confirmed by the CMAL Board on Wednesday. CMAL is the 
procuring authority and neither Ministers nor officials have a role in the process.  It is also 
likely that this procurement will involve a second vessel of the same design – this is widely 
known and welcomed by island communities. Formal announcement will be agreed with 
CMAL. 11 Yards bid in total. Unsuccessful yards will be offered detailed feedback. 
 
Speaking Note 
 
A copy of this should be sent to Cabinet Secretariat when complete 
 

Send to your Cabinet Secretary and Cabinet Secretariat Inbox 
 

• Cabinet will be aware that we are in the process of procuring new vessels for the lifeline 
ferry network utilising the £580m in the Infrastructure Investment Plan.  

 
• We expect CMAL to confirm the yards that will be invited to submit tenders for the new 

Islay vessel later this week or by midday on Monday at the latest. This will follow 
confirmation of a paper to its Board on Wednesday. CMAL is the procuring authority and 
neither Minsters nor TS officials have any role in the process.  

 
• CMAL has been undertaking a rigorous assessment of the SPDS (Single Procurement 

Documents Scotland) submissions made by a total of 11 ship yards regarding the next major 
vessel/s which is being built primarily for the Islay route. 

 
• CMAL have narrowed this down to a total of 4 ship yards that are to being asked to 

complete an “Invitation to Tender” (ITT). They cannot confirm the names of the 4 yards, 
but understand that these are all out with the UK. Confidentially, we understand that 
Fergusons Marine Port Glasgow had put in a SPD submission. All unsuccessful yards will 
receive detailed feedback on how they performed in the process.  

 
• None of this is currently in the public domain and it is important that this remains 

confidential until all of the yards have been informed. We will agree wider Comms with 
CMAL across the week.  

 
Further Background  
 
The process is transparent and rigidly follows the Scottish Procurement Rules and Regulations 
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There are a number of assessment criteria including Technical, Financial, Refund Guarantees, 
Builder competency and build slot availability 
 
 

 
 

 
 

Name of Official:  Extension Number:  
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ANNEX 3 

FMQ – ISLAY VESSELS PROCUREMENT 

 
TOP LINES 
This Invitation To Tender (ITT) demonstrates the Scottish Government’s commitment to 
investing £580 million over the next five years to improve infrastructure, bring new 
vessels into service and support our island communities. 
• We know the fleet operating on the Clyde and Hebrides network needs replacements, 

so we are extending the procurement and inviting shipyards to tender for two vessels at 
the same time.  

• This approach will help accelerate new ferries into the fleet and save the public purse 
money. 

• Work on vessel requirements has involved close engagement with a number of 
stakeholders, most notably the community on Islay. 

 
PROCUREMENT APPROACH 
CMAL issued an open tender for the vessels and received interest from shipyards around 
the world.  
• CMAL carried out a robust assessment of eleven technical and financial submissions. 
• Four shipyards (from Romania, Poland and two from Turkey) have met the initial 

criteria and will now be asked to put forward their bids for the contract. 
• Each shipyard will submit their technical and commercial proposals for the design and 

construction of the two vessels. Each submission will be rigorously assessed against 
quality, technical and commercial criteria.  

• The contract is expected to be awarded by the end of March 2022 and is estimated to 
be worth around £100m. 

• The vessels are likely to enter service around 2024/25. 
 

VESSEL DEPLOYMENT 
The deployment of the vessels on the Islay route will provide benefits to Islay and across 
the wider network. 
• The Islay route is already one of the busiest services for freight on the Clyde and 

Hebrides network, and the incoming ferries will support the island’s vital economic 
activity. 

• The new vessels will replace the MV Hebridean Isles and allow for the cascading of the 
newer MV Finlaggan, both of which currently serve the Islay route.  

ISSUE: 14 Sept – Islay Vessels Procurement – CMAL issue of Invitation to Tender for two 
new major vessels for the Clyde and Hebrides Ferry Services fleet. Expect related media 
around the announcement and the four shipyards which have been invited to tender - all 
are from outwith the UK.  
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• Final plans for the deployment and resulting cascade of the vessels in the fleet will be 
progressed over the coming years to deliver efficient and resilient use of the assets 
across the network. 

 
 
FERGUSON MARINE IMPLICATIONS  
While it is disappointing that Ferguson Marine have been unsuccessful on this occasion, 
we are fully committed to supporting the yard. 
• Efforts continue to secure a suitable future, including a pipeline of future work, to help 

protect jobs and commercial shipbuilding on the Clyde.  
• Scottish Government stands firm on our commitment to the vessels, the workforce and 

the yard at Ferguson. 
• In line with normal procurement processes, Scottish Government ministers had no role 

in assessing the bids. 
• Given our investment programme for ferries,  there will be future opportunities for the 

yard in building new vessels to serve our islands.  
 
This Government will always back the shipbuilding industry in Scotland.   
• The Scottish Government stands firm on its commitment to the completion of vessels 

801 and 802, the Ferguson’s workforce and the yard. 
• Our efforts saved Ferguson Marine from closure, rescued more than 300 jobs, ensured 

that the two vessels under construction will be completed and secured a future for the 
yard. 

• We continue to work with the yard to do everything we can to ensure that the vessels 
enter service as quickly as possible, to deliver the service improvements upon which 
our island communities depend. 

• There are no plans for Ferguson Marine to merge with another entity. 

The yard is rightly turning its attention to winning the next contracts.   
• The decision of which contracts to bid for is for the board and management at the 

yard, not the Scottish Government. SG can make the yard aware of contracts but does 
not influence what is bid for. 

• We realise the yard will need to win new contracts beyond the completion of the two 
ferries and that is exactly what the management team and Board of Directors are 
pursuing. 

• Longer term decisions around ownership of the yard will depend upon a number of 
factors including how the yard’s future order book evolves. 

 




