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From: [REDACTED]
Ferries Contracts and Projects

Transport Scotland - Ferries and Ports Directorate
25 February 2026

CABINET SECRETARY FOR TRANSPORT
CABINET SECRETARY FOR FINANCE AND LOCAL GOVERNMENT

Then

FIRST MINISTER
DEPUTY FIRST MINISTER & CABINET SECRETARY FOR ECONOMY & GAELIC

ARDROSSAN HARBOUR - POTENTIAL PURCHASE

PRIORITY & PURPOSE

1. URGENT - To provide an update on the outcomes of the negotiations between
Caledonian Maritime Assets Limited and Peel Ports regarding the potential
purchase of Ardrossan Harbour and seek Ministerial approval and direction on
next steps.

RECOMMENDATIONS

2.  First, that the Cabinet Secretary for Transport and the Cabinet Secretary for
Finance and Local Government;

a.

Note the updates on the Heads of Terms and Business Purchase
Agreement negotiations regarding Ardrossan Harbour and associated
Statutory Harbour Authority status which have taken place between
Caledonian Maritime Assets Limited (CMAL) and Peel Ports.

Note the costs, benefits and risks of progressing the purchase and the
funding, assurances and agree the approach to direction sought by
CMAL in the form of Shareholder Direction (Special Resolution) from
Transport Scotland (TS) on behalf of Scottish Ministers to conclude the
transaction.

Consider the outcome of the Accountable Officer Assessment related
to the potential purchase and the request from TS Chief Executive
Officer, as Accountable Officer for both TS and CMAL, for a Written
Authority if Ministers wish to instruct the purchase to proceed to
conclusion (Annex A).

Note the draft Accountable Officer Template for up to [REDACTED] of
grant funding to CMAL for the port purchase, associated taxes and
fees, as well as initial works to keep Ardrossan Harbour operational in
current form until planned closure for major works. [REDACTED]
(Annex B). Subject to feedback from Ministers on this advice, the draft
AOT will be finalised over the course of this week.

Agree the content of proposed correspondence from TS to CMAL
should Ministers agree that the purchase should proceed (Annex C).
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f. Provide comment on the sensitivities and handling and next steps,
noting that a full handling plan is being developed to support the
statement on 03 March.

Then, subject to approvals of the above, that the First Minister and the Deputy
First Minister and Cabinet Secretary for Economy and Gaelic indicate their
agreement of the written authority.

BACKGROUND

4.

Ardrossan is the primary mainland port for services to the Isle of Arran
(Brodick). It supports one of the busiest routes in the Clyde and Hebrides Ferry
Service (CHFS) network, carrying over 657,500 passengers and 180,500 cars
per annum (2024 data). This route accounts for nearly 15% of total CHFS
carryings.

The port is owned by Ardrossan Harbour Company Ltd (AHCL), which is a
subsidiary of the Peel Ports Group. The Ardrossan Harbour improvement
project was initiated to deliver marine and landside infrastructure improvement
works to enable MV Glen Sannox and MV Glen Rosa to operate on the route to
improve services and support future sustainability of the island and mainland
communities. The infrastructure at Ardrossan is not currently capable of
accommodating these vessels due to their larger size and deeper draught
(required due to the higher vehicle carrying capacity of the vessels) compared
to the existing vessels.

Outline Business Case and cost review work was drawn to a conclusion in
2024, and reconfirmed Ardrossan as the preferred primary mainland port
(compared to Troon) and indicated the scope of works required for
enhancement. The work also identified the potential need for a change of
ownership due to the three funding partner approach — Transport Scotland,
Peel Ports, and North Ayrshire Council — being unable to reach agreement on
the financial and commercial case elements to progress procurement / delivery.
In late 2024 Ministers requested that CMAL, as its ports and vessels owing
Public Corporation, progress negotiations with Peel Ports to identify the best
possible terms on which a transfer of asset ownership and statutory harbour
responsibilities to CMAL might be progressed to unlock the required
improvements at Ardrossan Harbour.

Extended and extensive negotiations between CMAL and Peel Ports across
2025 and early 2026 resulted in a draft Heads of Terms and suite of potential
purchase documents being issued to Transport Scotland in January and
February 2026 respectively. The purchase price negotiated between CMAL
and Peel Ports is £16 million and, as well as securing the port to enable
delivery of improvements for the ferry service, the terms include a number of
other potential financial benefits to Scottish Government.

[REDACTED]
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The current estimated cost of the core works of the scheme to enable MV Glen
Sannox and MV Glen Rosa to use the port is around [REDACTED] with an
expected delivery period (including design procurement and construction) of
around three years. Further potential maintenance and improvement works
around the wider port assets are also likely to be required and would be taken
forward over a longer period. The scope of works and potential costs will be
tested again when the port is under CMAL control with a view to maximise
benefits and limit costs. Given the early stage of the design development, need
for further review and site investigation work, there remains a risk that costs
could escalate.

The potential short to medium term capital costs for upgrading Troon under
ABP ownership, [REDACTED] could be significantly lower than buying and
upgrading Ardrossan. However these lower capital costs are balanced by a
longer sail route, higher annual operating costs (fuel, crew, bus links etc.), and
a lower level of service for communities. These elements have been factored
in to the Benefit Cost Ratio (BCR) comparisons to date but other benefits, such
as the conservancy cap and the wider economic benefits of more frequent
services from Ardrossan cannot be fully monetised. The business case review
work for the major works at Ardrossan will remain ongoing should the purchase
proceed and will be presented to Ministers when complete.

ACCOUNTABLE OFFICER ASSESSMENT

11.

12.

13.

[REDACTED]

A copy of the assessment report is provided under separate cover and should
be reviewed by Ministers as part of considering this advice.

The conclusion of the AOA notes;

As Transport Scotland Accountable Officer, having considered the evidence
set out in this report, | confirm that the initial purchase of Ardrossan Harbour
meets the Accounting Officer standards set out within Scottish Public Finance
Manual around Propriety, Regularity and Feasibility. However, there are
significant uncertainties due to a lack of information on the state of the asset,
the level of risks which may arise and the scope of the future upgrading of the
port required to ensure it is as resilient as possible. | am unable to provide
assurance that the Value for Money standard has been fully met at the point
of purchase. There remains an overall risk in relation to the affordability of the
redevelopment works within future Transport Scotland budgets. | am seeking
written Ministerial authorisation to instruct CMAL to proceed with completing
the transaction.

OPTIONS CONSIDERED AND ADVICE

14.

As noted in the AOA there are significant potential benefits for future services to
Arran from redevelopment and enhancement of the port under CMAL control
but also significant risks and uncertainties to delivery. The immediate benefits
of control in public ownership, potential wider service cost avoidance i.e.
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15.

16.

17.

18.
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through terms within the purchase relating to conservancy fee cap, and
potential future benefit of redevelopment are balanced by uncertainty around
risks (asset condition, unknown environmental issues, funding/affordability of
works etc,) and CMAL’s concerns on impact on their operations.

Options for Ministers at this stage include but are not limited to delaying any
decision until more information is known about risks, [REDACTED] or providing
authorisation and direction to proceed with the purchase at this time.

Given Minister’s previous statements on their commitment to Ardrossan
remaining the mainland port for the primary services to and from Arran, and the
responses to recent updates, noting a desire to secure Ardrossan in public
ownership, the remainder of this briefing sets out the actions required to
progress the purchase in the coming days and weeks.

Should Ministers wish to proceed then a written authority will be required in
response to the letter from Transport Scotland CEO provided in Annex A.

In addition to the written authority, approval of the draft Accountable Officer
Template in Annex B for up to [REDACTED] will be required to enable grant
offers to be provided from TS to CMAL. These will cover the port purchase and
associated taxes and fees, [REDACTED].

FINANCE AND LEGAL

19.

20.

21.

Ministers require both Budget Act authority to allocate funding towards
particular policy areas and a legal basis to commit expenditure to specific
activities. The Budget Act 2025-26 covers port purchase, but a significant
portion of the funding requirement for any improvement work will crystallise in
future financial years, therefore budgetary authority cannot at this stage be
guaranteed. The overall risk of the port projects falling out with appropriate
activity is considered low.

[REDACTED]

CMAL as the procuring authority would follow all required legislation and
appropriate guidance in completing the purchase process but will require a
Shareholder Direction (Special Resolution) as well as grant offers and
assurance on future risks. The letter in Annex C has been drafted to set out
TS/SG position on previous considerations and requests raised by CMAL.

[REDACTED]

VALUE FOR MONEY

22.

The AOA process, including the business case and costs review work has
indicated a positive outcome on short and longer term considerations around
the potential purchase and redevelopment of Ardrossan through CMAL, funded
by TS/SG. However, there remain a significant number of risks and
uncertainties around project costs, future funding approaches [REDACTED].

4



23.

24.
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The advice of external consultants has indicated that the £16 million purchase
price is within a range which could be considered a commercial market price,
but subject to confirmation of future investment and/or consideration of wider
terms which, among other benefits, limit conservancy costs paid by CalMac to
Clydeport in future years. The assessment of the potential benefits delivered
by the wider terms of the purchase indicate potentially significant commercial
return for investment when considering the purchase price.

As noted in the AOA and in the request from TS CEO for Ministerial written
authority, demonstrating value for money associated with the overall costs of
purchase and redevelopment at this time are challenging due to several
uncertainties around the actual scope and cost of the future project. The current
estimated cost of core works is [REDACTED] but will require review and
updating as and when further information becomes available through CMAL
design development and procurement processes to ensure the port is as
resilient as possible. As a result, costs may increase further and before
proceeding with upgrading works Ministers should ensure that funding will be
prioritised in future years.

SENSITIVITIES AND HANDLING

25.

26.

27.

28.

29.

The timing of any potential announcement on the project progress is clearly
complex and commercially sensitive and will be dependent on agreement with
CMAL and Peel Ports. It is suggested that no further proactive updates are
provided until the Ministerial ferries statement which is provisionally for Tuesday
3 March. A more detailed handling plan for this statement is being developed
given the wider updates and announcements being made.

The potential sensitivity around the proximity of any announcement to the
election has been considered. As this has been a well publicised approach
since the initial statement on instruction to CMAL to progress negotiations in
early 2025, and updates on progress to Parliament in answer to PQs etc., is it
considered that this would not breach the relevant guidance. Activity in
parliament indicates the potential purchase has cross party support.

The Ardrossan Task Force members are asking if a meeting will happen before
the start of the pre-election period and officials are considering potential timing.

[REDACTED]

TS continue to engage with Peel Ports as required and will continue to provide
updates to Ministers.

QUALITY ASSURANCE

30.

This briefing has been cleared by Alison Irvine, Transport Scotland Chief
Executive.

NEXT STEPS



31.

32.
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The Cabinet Secretary for Transport and Cabinet Secretary for Finance and
Local Government are invited to consider this briefing and related documents
and provide responses to each of the recommendations.

Should the Cabinet Secretary for Transport and Cabinet Secretary for Finance
decide to proceed with a written authority, clearance of the written authority is
also required by the First Minister, and the Deputy First Minister. The PFA Act
requires that copies of any written authority are sent to the Auditor General and
copied to the Public Audit Committee and published on the Scottish
Government website. Draft letter to Parliament and Auditor General are
provided in Annex E for reference.

TIMELINE AND KEY ACTIONS

33. The indicative timeline and key actions on approvals, announcements and
conclusion of transactions over the coming weeks are as follows and will be
updated based on the response to this briefing:

Ministerial Briefing — 25 February
Subject to response on above

Issue of written Ministerial authorisation to TS CEO — 26 Feb
Issue TS letter to CMAL with Shareholder Direction etc — 27 Feb
SCANCE Update to Cabinet — 03 Mar
Parliamentary Statement - 03 Mar
Transfer of ownership to CMAL —w/c 16 March
Start of SHA consultation process — March / April 2026
Transfer of SHA to CMAL — Spring 2026
CMAL Immediate Minor Works — From Spring 2026
CMAL Ground investigation and Design Review — From Spring 2026

[REDACTED]

Ferries Contracts and Projects
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Cabinet Secretary for Rural Affairs X

Land Reform and Islands

Minister  for  Agriculture  and X

Connectivity

Lord Advocate X
Solicitor General X

Permanent Secretary

DG Net Zero

DG Economy

TS Ministerial Submissions List

Chief Financial Officer

Legal Secretariate to the Lord Advocate
Solicitor to the Scottish Government
[REDACTED]

Chris Wilcock — TS Ferries
[REDACTED]
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ANNEX A
WRITTEN AUTHORITY REQUEST

[regulation 6(1)(b) — information already available]

ANNEX B
DRAFT ACCOUNTABLE OFFICER TEMPLATE
[REDACTED]

ANNEX C
[REDACTED]

ANNEX 1
WRITTEN RESOLUTION
[regulation 6(1)(b) — information already available]

Annex D

[REDACTED]

Annex E
Draft Letters to Scottish Parliament and Audit Scotland

[regulation 6(1)(b) — information already available]
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ARDROSSAN HARBOUR

POTENTIAL PURCHASE REVIEW
| - S I

ACCOUNTABLE OFFICER ASSESSMENT
25 February 2026

TRANSPORT
SCOTLAND

COMHDHAIL ALBA
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EXECUTIVE SUMMARY

Ardrossan is the primary mainland port for services to the Isle of Arran (Brodick). It
supports one of the busiest routes in the Clyde and Hebrides Ferry Service (CHFS)
network, carrying over 657,500 passengers and 180,500 cars per annum (2024 data).
This route accounts for nearly 15% of total CHFS carryings.

The port is owned by Ardrossan Harbour Company Ltd (AHCL), which is a subsidiary
of the Peel Ports Group. The Ardrossan Harbour improvement project was initiated to
deliver marine and landside infrastructure improvement works to enable MV Glen
Sannox and MV Glen Rosa to operate on the route to improve services and support
future sustainability of the island and mainland communities. The infrastructure at
Ardrossan is not currently capable of accommodating these vessels due to their larger
size and deeper draught (required due to the higher vehicle carrying capacity of the
vessels) compared to the existing vessels.

Outline Business Case and cost review work was drawn to conclusion in 2024, and
reconfirmed Ardrossan as the preferred primary mainland port (compared to Troon)
and indicated the scope of works required for enhancement. The work also identified
the potential need for a change of ownership due to the original project partners —
Transport Scotland, Peel Ports, and North Ayrshire Council — being unable to reach
agreement on the financial and commercial case elements to progress procurement /
delivery. In late 2024 Ministers requested that Caledonian Maritime Assets Limited
(CMAL), as its ports and vessels owing Public Corporation, progress negotiations with
Peel Ports to identify the best possible terms on which a transfer of asset ownership
and statutory harbour responsibilities to CMAL might be progressed to unlock the
required improvements at Ardrossan Harbour.

Extended and extensive negotiations between CMAL and Peel Ports across 2025 and
early 2026 resulted in a draft Heads of Terms and suite of potential purchase
documents being issued to Transport Scotland in January and February 2026
respectively. The purchase price negotiated between CMAL and Peel Ports is £16
million and, as well as securing the port to enable delivery of improvements for the
ferry service, the terms include a number of other potential financial benefits to
Scottish Government.

[REDACTED]

This Accountable Officer Assessment, sets out the current position and presents the
assessment of the Regularity, Propriety, Value for Money, and Feasibility tests of the
potential purchase. The decision is taken in the context of further modelling, design,
and project scoping work being required in the coming months before any procurement
or delivery can progress for the major upgrade work required.

The current estimated cost of the core works of the current scheme to enable MV Glen
Sannox and MV Glen Rosa to use the port is [REDACTED] with an expected delivery
period (including design procurement and construction) of around three years. Further
potential maintenance and improvement works around the wider port assets are also
likely to be required and would be taken forward over a longer period. The scope of
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works and potential costs will be tested again when the port is under CMAL control
with a view maximise benefits and limit costs.

The potential short to medium term capital costs for upgrading Troon under ABP
ownership, at around [REDACTED] could be significantly lower than buying and
upgrading Ardrossan. However, these lower capital costs are balanced by a longer
sail route, higher annual operating costs (fuel, crew, bus links etc.), higher emissions,
and a lower level of service for communities. These elements have been factored into
the BCR comparisons to date but other benefits, such as the conservancy cap and the
wider economic benefits of more frequent services from Ardrossan cannot be fully
monetised. The business case review work for the major works at Ardrossan will
remain ongoing should the purchase proceed and will be presented to Ministers when
complete.

As Transport Scotland Accountable Officer, having considered the evidence set out
in this report, | confirm that the initial purchase of Ardrossan Harbour meets the
Accounting Officer standards set out within Scottish Public Finance Manual around
Propriety, Regularity and Feasibility. However, there are significant uncertainties due
to a lack of information on the state of the asset, the level of risks which may arise
and the scope of the future upgrading of the port required to ensure it is as resilient
as possible. | am unable to provide assurance that the Value for Money standard has
been fully met at the point of purchase. There remains an overall risk in relation to
the affordability of the redevelopment works within future Transport Scotland
budgets. | am seeking written Ministerial authorisation to instruct CMAL to proceed
with completing the transaction.

Alison Irvine - 25 February 2026
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BACKGROUND

1.

Ardrossan Harbour is the primary mainland port for services to the Isle of Arran
(Brodick). It supports one of the busiest routes in the Clyde and Hebrides Ferry
Service (CHFS) network, carrying over 657,500 passengers and 180,500 cars
per annum (2024 data). This route accounts for nearly 15% of total CHFS
carryings. An overview of the routes and vessels are provided in Annex A.

The condition of the existing port is generally considered safe in operational
terms however it is not of a standard that is expected of an asset of such
importance to the Arran island community, with technical outages increasing in
recent years, including recent cancellations due to link span issues and fender
condition.

MV Glen Sannox and MV Glen Rosa are planned to be deployed to this route,
but the port is not currently capable of accommodating them due to their larger
size and deeper draught (required due to the higher vehicle carrying capacity of
the vessels) compared to existing vessels. The Ardrossan Harbour
Infrastructure project was initiated in 2016/17 following a previous appraisal in
line with STAG, and is overseen by the Ardrossan Ministerial Task Force. The
project aims to provide marine and landside infrastructure improvement works
that can support the ferry services to Arran and support future sustainability of
the island community. An overview of the existing Ardrossan Harbour is
provided in Annex B.

MV Glen Sannox was deployed on 13 January 2025, operating from Troon to
Brodick (Arran). The planned two port operation with MV Glen Sannox
operating from Troon, and MV Caledonian Isles operating from Ardrossan has
not been fully implemented due to technical issues with the MV Caledonian
Isles and ongoing delays to overhaul, therefore causing disruption to the route.
MV Alfred has been supporting services from Troon, however the service level
on the route during 2024 and 2025 was severely impacted, which resulted in
significant frustration from island residents and local communities.

Three primary options remain within the context of securing and improving
mainland port facilities for the primary Arran services:

Reconsider and find a way to proceed with the three partner approach
with Ardrossan under PPG ownership — something which has proven
extremely difficult, to the extent that two years of detailed negotiations
have not resulted in anything close to agreement between the partners;

Progress the purchase of Ardrossan by CMAL with improvement works
progressed thereafter under the direct control of CMAL and TS;

Remove services from Ardrossan and rely on Troon as the mainland port
— requiring further negotiation with Associated British Ports and would
have negative impacts on service frequency and route capacity.
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The previous work on the OBC which tested the potential redevelopment of
Ardrossan under Peel Port ownership, with TS providing the majority
[REDACTED] of funding and North Ayrshire Council also contributing to
shoreside works has been discounted. The discussions around funding
packages, risks and means of contribution required to progress the works
would have resulted in terms which TS/SG simply could not accept, with NAC
contributions also potentially falling into Subsidy consideration. In order to
resolve some of these issues the overall cost to TS/SG would have escalated
further, with significant risks remaining, [REDACTED].

Completing the purchase of Ardrossan Harbour by CMAL and progressing
improvement work is the preferred approach for communities. Ministers have
recently indicated to the Net Zero, Energy and Transport Committee and in the
chamber that they expect the purchase deal to be concluded in advance of the
dissolution of Parliament in March 2026, however, the final decision remains
subject to the consideration of associated risks, as well as legal and subsidy
control requirements. An overview of the draft Heads of Terms relating to a
potential transfer of ownership from Peel Ports to CMAL are provided in Annex
C.

Business Case and Cost Review

8.

10.

The more recent business case and cost review work for the future
improvement works at Ardrossan has been ongoing alongside the negotiations
around potential purchase by CMAL. This has focused on testing options of
buying and developing the port at Ardrossan through CMAL against the
previously considered option of moving services to Troon over the longer term.
This work has further confirmed Ardrossan as the preferred mainland port for
Arran services due to similar operating costs and comparative Benefit to Cost
Ratios to an alternative service from Troon. There are also significant wider
benefits of the shorter route from Ardrossan and related positive impacts on
communities on Arran and on the mainland.

The scope of works required at Ardrossan had originally been developed by
Peel Ports and their consultants in discussion with CalMac and CMAL.
[REDACTED]. An overview of the potential phasing and indicative estimates for
immediate and longer terms works under CMAL redevelopment are provided in
Annex E.

For comparison purposes the estimated costs of works to enable long term use
of Troon was [REDACTED]. Whilst we have not engaged directly with ABP on
costs these are made up of component parts of improvement costs mirroring
Ardrossan, such as permanent passenger facilities (including new terminal
building and passenger access structure), linkspan replacement and provision
of an LNG tank.
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ACCOUNTABLE OFFICER TESTS

11.

12.

13.

Central to the Accountable Officer's recommendation are the duties set out in
s15 of the Public Finance and Accountability (Scotland) Act 2000. The
Accountable Officer is directly answerable to the Scottish Parliament, rather
than Scottish Ministers, on these duties and must ensure that advice to
Ministers and the related process fully considers these aspects.

The financial accountability and assurance framework and the applicable
scheme of delegation in place at the point of investment must be followed and
this will determine the appropriate level of Accountable Officer and Ministerial
approval required to proceed with the proposed investment.

Investments made by the Scottish Government which are of a size and nature
as to be classified as novel and contentious must be approved by the Principal
Accountable Officer as well as the appropriate Cabinet Secretary and Deputy
First Minster/First Minister. The potential purchase of Ardrossan is not
considered novel but could be considered contentious given this would be
CMAL, on behalf of Scottish Government, acquiring a privately owned port, with
a view to significant redevelopment over time.
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REGULARITY OF EXPENDITURE
[REDACTED]

PROPRIETY

[REDACTED]

VALUE FOR MONEY

14. It is always necessary to demonstrate a sound basis for the use of public
money. For Ardrossan we have developed a business case considering a
range of options and alternatives and put these to Ministers in considering the
approach to potential investment. This has included appropriate economic and
financial appraisal of the preferred option.

What are the options considered to achieve the desired outcome? What is the
VIfM analysis of options — including doing nothing? (This should include the
cost and non cost analysis of the options where relevant.)

15. After discounting the approach to redevelop under Peel Ports control the
following two options have been assessed for completeness:

e Progress the purchase of Ardrossan by CMAL and progress
improvement works thereafter — the current preferred approach for
communities, which Ministers have stated as their clear preference;

e Remove services from Ardrossan and rely on Troon as the mainland port
— which would require further negotiation with Associated British Ports
and have negative impacts on service frequency and route capacity.

Purchase the port of Ardrossan from Peel Ports Group

16. The initial purchase and essential make safe activities must be completed
before any phased redevelopment of Ardrossan port can begin. This is
supported by the [REDACTED] of budget allocated to 2025-26 to fund the £16
million estimated purchase price for the port plus [REDACTED] for fees, taxes,
expenses, and immediate remedial work to make the port safe. [REDACTED].

17. [REDACTED]

18. Budget allocations and capital funding availability/priorities would likely
determine the pace of redeveloping the port iffwhen owned, which is a benefit
as it gives Transport Scotland and CMAL far greater control over how and
when works are delivered. Troon remains as an operational alternative while
this work is planned and progressed, providing service flexibility as the timing of
when these works could complete is unknown until detailed investigations can
be completed by CMAL and contractors.



19.

20.

21.

22.

23.

24.

25.

26.

27.
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The continued operation of the primary Arran service to Brodick following
introduction of new vessels and during the required closure period for the work
will be a primary concern. While service capacity, in terms of number of vehicle
and passengers which can carried, can be maintained and enhanced from
Troon, the frequency of the service (due to the longer route to Troon) and the
existing links to public transport (primarily from around Ardrossan) cannot.

The agreed two port operation, with the MV Caledonian Isles running the
Ardrossan-Brodick service, will continue until the MV Glen Rosa comes into
service. The Arran ferry service will then move to Troon, with Ardrossan
Harbour closing to allow construction works to begin.

[REDACTED].

While funding has been identified for the purchase and core redevelopment in
the Spending Review, there are significant planned expenditure for
commitments such as [REDACTED], as such decisions around programme
timelines may be required to balance planned capital programmes against
limited capital funding. The Spending Review envelopes are indicative, and the
funding available to Transport in each annual budget may fall or grow
depending on cross-Government priorities, contractual commitments and the
size of the capital block grant. [REDACTED].

Move primary mainland port for Arran services to Troon

The longer-term relocation of the main Arran service to Troon would require
agreement with the port owner, Associated British Ports, and investment of
[REDACTED].

[REDACTED]

Operational costs would also be higher at Troon than at Ardrossan, mainly due
to the higher staff costs (for crew due to longer crossing time and port staff due
to longer operating day to provide equivalent service) and higher fuel costs due
to longer sailing distance to Brodick. Transport Scotland also currently fund a
free bus shuttle service between Troon Harbour and Troon train station to
improve onward travel/accessibility for foot passengers, [REDACTED]

The relocation would have socio-economic an impacts on Ardrossan in terms of
impacts on local businesses, jobs and footfall within the local area.
[REDACTED] Relocating to Troon would also have an impact on the Isle of
Arran, with existing health and social care services being impacted which are
currently provided from Ardrossan, as well as potentially impacting the existing
subsidised bus services (cost and frequency) on the island. This would also
result in additional revenue costs for North Ayrshire Council in delivering its
statutory functions.

The resilience of berthing at Troon may be better due to the more open

approach to Troon Harbour and the greater ability to abort berthing attempts,
Troon may provide more resilience in difficult weather conditions.

5



28.
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The option to relocate services to Troon at the permanent mainland port have
been met with opposition from local communities in Arran and Ardrossan.
Ministers have also expressed a clear preference for purchase and
redevelopment of Ardrossan, subject to the outcome of due diligence.
[REDACTED]. There would be an additional, recurring cost for the Transport
portfolio, and significant longer term impacts for communities which cannot be
fully expressed.

BCR Summary

29.

30.

[REDACTED].

The potential short to medium term capital costs for upgrading Troon under
ABP ownership, [REDACTED] could be significantly lower than buying and
upgrading Ardrossan. However these lower capital costs are balanced by a
longer sail route, higher annual operating costs (fuel, crew, bus links etc.), and
a lower level of service for communities. These elements have been factored in
to the Benefit Cost Ratio (BCR) comparisons to date but other benefits, such as
the conservancy cap and the wider economic benefits of more frequent
services from Ardrossan cannot be fully monetised. The business case review
work for the major works at Ardrossan will remain ongoing should the purchase
proceed and will be presented to Ministers when complete.

If there are lower cost and / or better VM options why are these not being
pursued?

31.

32.

Proceeding with port redevelopment with the current commercial partners NAC
and PPG notionally offers a lower cost option for TS/SG and therefore potential
better value for money in direct terms for Scottish Government. However, this
option is no longer considered viable and carries reputational risk as
negotiations are becoming more protracted, in failing to offer communities and
stakeholders certainty over future ferry services.

[REDACTED].

What are the risks to achieving value for money and how could these be
mitigated?

33.

34.

The ongoing discussions between CMAL and PPG have resulted in a
negotiated purchase cost of £16 million. CMAL have indicated the need for an
allowance for immediate upgrade works if/when the port ownership changes of
around [REDACTED].

The core redevelopment works associated with Phase 1 at the port are
estimated in the range [REDACTED]. These would remain a risk until site
investigation works, further design and procurement processes are complete.
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35. The benefits which balance the costs are largely the service frequency and
capacity which the shorter crossing to Arran can deliver for the island
community. These operating costs have been tested through the business
case and are supportable in the context of other options, in particular the
alternative route from Troon.

36. Whilst there is budget allocated for the purchase and initial remedial works,
there is uncertainty over the scope and scale of longer term works required to
the harbour because intrusive investigations are still to be conducted.

37. A revised scope and business case review will be required for any future
redevelopment of the port, including an assessment of affordability and value
for money of redevelopment and alternative options or phasing.

38. CMAL identified commercial risks associated with the terms of the transaction.
Whilst TS has considered the wider benefits of the deal to SG, TS has not
conducted its’ own due diligence on the specific terms of the transaction as
these have been negotiated by CMAL as the purchaser who took appropriate
advice.

Conclusion on whether standard met

39. Ilrecognise that there are significant non-monetised benefits to the Arran
and Ardrossan communities which cannot be fully assessed but am not
satisfied that the Value for Money standard is fully met. There is
significant uncertainty due to a lack of information on the state of the
asset, the level of risks which may arise and the scope of the future
upgrading of the port required to ensure it is as resilient as possible.
Therefore, at the point of making the decision to purchase the port |
cannot be sufficiently assured on VFM. There remains an overall risk in
relation to the affordability of the redevelopment works within future
Transport Scotland budgets.
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FEASIBILITY

40. [REDACTED].
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CONCLUSION

Based on the position set out above, it is considered that the Regularity,
Propriety, and Feasibility standards can be met.

The affordability and therefore VFM of the project over the next few years is a
concern and there remain uncertainties on funding approach which need to be
resolved. For this reason | cannot recommend progress with the purchase
option without Ministerial Written Authority

As the Accountable Officer for Transport Scotland, | have prepared this
summary to set out the key points which informed my decision.

ALISON IRVINE
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ANNEX A
Overview of Routes and Vessels
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MV Caledonian Isles — entered service
August 1993 and is 32 years old. 94m length.
Carry capacity — up to 1000 passengers and
92 vehicles/pcu.

MV Isle of Arran — entered service December
1984 and is 41 years old. 85m length
Carrying capacity — up to 446 passengers and
55 vehicles/pcu

MV Glen Sannox — entered service January
2025 and is 8 years old as of build date of
2017. 102m length. Carrying capacity — up to
852 passengers and 127 vehicles/pcu
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Ardrossan Harbour Overview

[REDACTED]

[REDACTED]

[REDACTED]

[REDACTED].
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ANNEX B

ANNEX C
Heads of Terms / Purchase Overview

Annex D
Ardrossan Future Works Overview

Annex E
Approach to Due Diligence
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