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1 INTRODUCTION

1.1 BACKGROUND AND PURPOSE OF FERRY SERVICES REVIEW

THE Scottish Government is taking forward a comprehensive review of ferry services in Scotland. In
Scotland’s National Transport Strategy (2006) a commitment was made to conduct a comprehensive review
of lifeline ferry services, the aim of which was:

1. To develop a long-term strategy for lifeline services to 2025;

2. To provide a detailed appraisal of routes to determine whether a better configuration could be
developed in response to calls for new and faster connections serving isolated communities; and,

3. To review fares structures as part of a broader review of the affordability of public transport.

This commitment was reinforced in the Clyde & Hebrides Ferry Services Draft Service Specification:
Consultation Response (2006), and followed on from the inquiry into ferry services in Scotland conducted by
the Scottish Parliament’s Transport Infrastructure and Climate Change Committee (TICCC) in 2008.

The purpose of the review is to:

1. Develop a shared vision and outcomes for lifeline ferry services in Scotland, in the context of the
Government’s Purpose, Economic Strategy and National Transport Strategy;

2. Analyse the current lifeline ferry services and network, identifying how well it meets the proposed
outcomes and how it links to other modal networks;

3. Inform the Scottish Government’s long term strategy for lifeline ferry services in Scotland to feed in
to the next spending review, and influence the next round of procurement of ferry services and
supporting infrastructure; and,

4. Identify policies to be taken forward to deliver the long term strategy, including the planned
investment framework.

This proposal document relates specifically to Work Package 1 — ‘Methods of Delivery and Operation,
Competition and Procurement, Freight, and Environmental Impacts’. This is one of 7 work packages relating
to the review, five of which are being carried out by Highlands and Islands Enterprise and Caledonian
Maritime Assets Ltd, with the remaining two being tendered and overseen/managed by the Scottish
Government. The overall structure of the work will require close coordination between work packages to
ensure that work is carried out only once but the findings are then shared.

A draft strategy is to be prepared which will consult on viable options identified by the work packages. That
consultation will focus on, inter alia:

Appropriate levels of ferry service;

Minimum levels of acceptable service;

Criteria for publicly funding services;

Fixed links where desired by communities;

Fare restructuring options;

Options for opening routes to commercial operation; and
Other matters as appropriate.

1.2 WORK PACKAGE 1 DESCRIPTION

The results from this research will be collated and combined into a single recommendation report. That
report will explore the feasibility and relevance of each of the options for ferry services. It will also provide a
detailed analysis of the risks and opportunities associated with each approach.



Work Package 1 contains four main elements as follows:

1. Methods of Delivery and Operation
To consider different options for delivery and operation of subsidised ferry services in Scotland. To
appraise a range of options. To consider other aspects including financial incentives, regulation and
the potential role of a ferry regulator, and alternative delivery options including the status quo.

2. Competition and Procurement
The bundling of routes and alternative options to bundling are to be considered. Legislation and
regulation including PSO’s and PSC’s are to be taken in to account, as well as analysis of how
flexibility can be built into future contracts. Clarity is also required on the powers and structures the
Scottish Government currently has for delivery of ferry services.

3. Freight

To develop options for the future carriage of freight to and from Scottish islands and peninsular
communities, taking into account current levels of freight and future freight needs.

4. Environmental impacts

To provide an outline of environmental issues that impact on the delivery of ferry services with the
aim to reduce emissions by 2011, and with an 80% reduction in emissions by 2050.

1.3 STRUCTURE OF PROPOSAL DOCUMENT

In section 2 we set out our detailed methodological approach as to how we would propose to undertake and
complete Work Package 1 to the satisfaction of the Scottish Government. WP1 is separated into 4 specific
tasks, reflecting the broad work package description. We have then split each task into various sub-tasks as
appropriate.

Section 2 also indicates how we propose to communicate and coordinate our activities with the other work
packages, with the aim to minimise duplication of effort and maximise synergies.

Section 3 outlines our approach to consultation and communication with other WP’s.

Section 4 provides the project timescale, with section 5 giving information on quality assurance, and section
6 the key risks associated with the work.

Section 7 summarises the project team indicating the suitability of each key team member to the specific
tasks involved.

Section 8 outlines the project costs, section 9 provides contact information. The project team CVs are
provided separately.



2 PROPOSED APPROACH/METHODOLOGY

2.1 WORK PACKAGE 1 TASK STRUCTURE

In order to comply with the tender requirements and also for practical research management purposes we
propose to split WP1 into 4 tasks. Each task includes a number of sub tasks and associated deliverables.
WP 1 can be illustrated as shown in Figure 1.

Figure 1: Work Package 1

2.2 TASK1: METHODS OF FERRY SERVICE DELIVERY AND OPERATION

Task 1 on methods of ferry service delivery and operation is split into 3 sub tasks as indicated in Figure 2.

TAS K 1 . 1 e Consider financial incentives

TAS K 1 . 2 e Analysis of regulations

TAS K 1 . 3 e Assess range of delivery options

Figure 2: Task 1 - Methods of ferry service delivery and operation



2.2.1 Task 1.1 - Consider financial incentives

Task 1.1 will consider financial incentives applying to ferry services in Scotland. The strengths and
weaknesses of these incentives will be assessed. This will include analysis of incentives provided directly to
CalMac and Northlink Ferries, to the freight and livestock sectors, as well as incentives provided by local
authorities to in-house and contracted operators. RET and various forms of islander discounting will also be
considered.

As part of this analysis we propose to investigate the various financial incentives and delivery options
applying to ferry services in other European countries. Relevant case study countries and incentivised
operators are considered to include, but are not limited to, examples in Denmark (e.g. Bornholm Trafikken),
Italy (e.g. Tirrenia), France (e.g. SNCM), Spain (e.g. Accionia) and Norway (various operators). Within ltaly’s
domestic ferry sector the recent introduction of the ‘Ecobonus’ scheme, an incentive to generate modal shift
from road to sea (Motorways of the Sea) will also be considered.

Incentives and delivery options may also take a non-financial form, such as the long-term linkspan User
Agreement provided by the Isle of Man Government' to Macquarie-Bank owned Isle of Man Steam Packet
Company, and a similar though shorter term agreement between the Channel Islands Governments and
ferry service provider Condor Ferries.

We are aware of the ongoing EC investigation with respect to existing Scottish ferry service incentives and
will endeavour to take account of its findings, if and when they become available. However our comparative
approach will seek to highlight the actions and recommendations emanating from previous EC investigations
with respect to subsidised ferry services in the EU (e.g. France, Spain and Italy). From this work we will
identify the options previously proposed by the EC to Member States with respect to ferry service delivery
and operation.

From this comparative analysis it will be possible to better understand not only the strengths and
weaknesses of different financial incentive options, but also to assess which options have the best fit within
the context of EC investigations, both ongoing and completed.

2.2.2 Task 1.2 7 Analysis of regulations

Task 1.2 will analyse regulations relating to the delivery and operation of ferry services. Current service
delivery and operations are governed by and must comply with regulation primarily by the Scottish
Government and by local authorities. This is especially so in the case of contracted services with respect to
service levels, performance and pricing.

Other organisations with a regulatory influence and impact on delivery and operation of ferry services include
the UK Government (e.g. UK Maritime & Coastguard Agency), statutory port authorities, and the European
Commission. In addition, ferry service operations have to comply with the conventions of the International
Maritime Organisation (IMO), and the requirements of ship classification societies. In essence, there are a
number of regulatory agencies and bodies which have an impact and influence on ferry service delivery and
operations.

Consultants have been asked to consider the matter of a ‘Ferry Regulator’ as part of the work on service
delivery and operation. Notwithstanding that a Ferry regulator might be more concerned with the issue of
competition and associated economic regulatory matters, it is the case that pricing and service standards are
to a large extent already regulated by the Scottish Government, and by local authorities where such bodies
are responsible for service delivery. Should a specific ‘Ferry Regulator’ come forward as an option, we would
consider the role and functions of such a regulator. We would also look to establish whether such a bespoke
regulator exists in other subsidised ferry markets and, if so, to ascertain their roles and responsibilities.

! Professor Alf Baird of Napier University TRi was appointed Advisor to the Isle of Man Parliament’s Select
Committee during its recent investigation of the Isle of Man Steam Packet company - that report being
published in November 2008.



2.2.3 Task 1.3 7 Assess range of delivery options

Task 1.3 will assess ferry service delivery options including the status quo and thereafter provide
recommendations on these options. This work will involve development of a matrix based on findings from
tasks 1.1-1.2. The matrix will illustrate and explain options for delivery of ferry services based on key
variables, summarising the key strengths/weaknesses and risks associated with all options identified. This
activity will be informed by stakeholder meetings. It will also benefit from our intended comparative analysis
of ferry service provision elsewhere in Europe which will help to identify and explore all possible options.

2.3 TASK 2: COMPETITION AND PROCUREMENT

Task 2 will consider all aspects concerned with both competition and procurement. We will compare and
analyse tender/procurement arrangements for ferry services in Scotland. In order to further inform matters
we will also consider the procurement process for ferry services at selected locations elsewhere in Europe.
The sub-tasks will initially be desk-based though will involve contact with relevant administrations and ferry
operators. Our aim will be to develop a comprehensive summary of alternative tender/procurement options,
illustrating the strengths and weaknesses of each approach. Our approach is illustrated in Figure 3.

TASK 2.1 |l
TASK 2.2 [

TAS K 2 3 e Clarify required powers and
. structures of Scottish Government

Figure 3: Task 2 - Competition and procurement

2.3.1 Task 2.1 7 Testing of route bundling and unbundling options

Task 2.1 will review EU maritime legislation and regulations. This work will need to take account of the
ongoing EC investigation into subsidies paid to CalMac and Northlink for maritime transport services in
Scotland, in addition to EU rules on state aid as applied to maritime transport in general. Any constraints
under relevant EU legislation are expected to be clarified by that investigation. We will also consider the
outcomes and recommendations of previous investigations by the EC with regard to other lifeline services
(e.g. SNCM in the case of France, and Tirrenia in Italy). This work is expected to primarily be of a desk-
based nature.

Task 2.1 will then review existing methods of procurement (the status quo), and analyse the strengths and
weaknesses associated with this. We anticipate some stakeholder consultation will be necessary here with
those entities responsible for procuring the delivery of ferry services as well as with operators. We will also
consider alternative route bundling approaches; this may be based on specific geographic areas, by ship
type, and/or some other form of classification identified. Consultation will assist the process of establishing
alternative route bundling options. We will then seek to develop options for opening up routes to competition
from commercial operators and consider the strengths and weaknesses of these options, bearing in mind
that competitive tendering is also in effect a competition between operators. Traffic volumes on certain routes
may well merit competing services, albeit the advantages and disadvantages of such outcomes will need to
be explored. In addition it appears to be the case that traffic volumes on many routes may not be sufficient in
order to justify a competitive market that enables more than one service to function.



2.3.2 Task 2.2 7 Analyse options for procurement of ferry services

Task 2.2 will investigate how ferry services can be procured in future. We will consider relevant legislation
and regulations including the use of Public Service Obligations (PSOs) and Public Service Contracts (PSCs)
for lifeline ferry services. Further evaluation will consider if and how routes might best be bundled together
building on the results from Task 2.1. We will then consider if and how routes should be tendered in future.
The issue of building in flexibility to future contracts is an additional factor, for example by perhaps allowing
operators the scope to provide innovative and attractive service enhancements that may not be recognised
or included within a contract. Operators may also look for flexible operations when it comes to the use of
specific vessels deployed, and the intensity of use.

Local authority provided services (e.g. Orkney, Shetland, Highland, Argyll & Bute, Western Isles) are
included in the review. Such services can be a highly politically sensitive matter. In addition, there are
issues here related to possibilities of vessel procurement through one vehicle (i.e. CMAL); but service
procurement is also an issue, for example with the idea that the Orkney Outer isles could be part of the
Northlink/Northern Isles contract.

2.3.3 Task 2.3 71 Clarify required powers and structures of Scottish Government

Task 2.3 will provide a review of current Scottish Government organisation structures and powers for delivery
of ferry services. Ferries Division has evolved over the years and now the Scottish Government also has
staff working separately on ports/port policy in Scotland. Transport Scotland undertakes responsibility for and
investment in trunk road and rail infrastructure.

In accordance with section 4.2.2 of the Invitation to Tender, we will seek to achieve ‘clarity on the powers
and structures the Scottish Government currently has in place for the delivery of Ferry Services’. Given the
guestions to be answered as specified in the ITT, we will deduce:

e What other powers are required to deliver ferry services most effectively? Are these
structures/bodies in existence? What powers should these structures/bodies have? Do they currently
have those powers?

¢ What routes should be opened up for competition? Consideration of the options and consideration of
the strengths and weaknesses of these options.

e Should routes be bundled and if so on what basis?

¢ How should future ferry services be procured?

¢ How can we ensure flexibility within the contracts?

We assume that a large part of this consideration relates to the nature and size of the relative proportion of
private versus public-sector participation (intervention) within the sector. Analysis of the powers, structures
and involvement of public, versus private, entities as required by the ITT is, therefore, an important aspect to
consider. Moreover, our understanding of this aspect of the study suggests we do need to explore, as
appropriate, the powers/structures of local authorities and other transport authorities with respect to ferry
services.

We will consider what structures/bodies are required to deliver ferry services most effectively, whether or not
such structures/bodies already exist, what powers they should have and whether they already have these
powers.

This work will require considerable desk-based analysis as well as consultation with key stakeholders. In
regard to powers there will also be a need to consider the scope and advantages/disadvantages of existing
powers, and identification of any new powers that may be considered necessary and any subsequent
legislative implications emanating from this.



2.4 TASK 3: FREIGHT

Task 3 concerning freight includes three sub-tasks as shown below in Figure 4.
TAS K 3 1 ¢ Analysis of current freight volumes
. and freight services
TAS K 3 2 ¢ Current freight subsidies and
. grants

¢ Future needs and options for
TAS K 3 . 3 freight service provision

Figure 4: Task 3 - Freight

2.4.1 Task 3.1 7 Analysis of current freight volumes and freight services

Task 3.1 will consider current shipping services for freight. The analysis will cover ferry, container, and bulk
shipping services, in addition to current freight movements on these routes by air. It will include public and
private/commercial operated services. The aim will be to explain the current level of service provision, the
operators, ships, ports, logistics facilities, charging and costs etc. The task will be largely desk-based,
involving the analysis of existing data, although some key stakeholder views will be sought.

Task 3.1 will investigate current freight traffic volumes by service and by operator. We will wish to explore the
main markets and where possible to consider the origins and destinations of freight; some of this data can be
obtained from recent research (e.g. Hitrans work looking at ODs for Northern Isles traffic). We will also
analyse historic trends with freight traffic flows by route and by operator. Freight traffic flows and their
development over time can offer a useful yardstick for a region’s or island’s overall level of economic activity.
This activity will also largely be desk-based using existing data on freight traffic flows.

We will investigate the perceptions and degree of acceptability of current freight service provision including
the costs and charges, particularly from a user (i.e. demand) perspective, plus the use, availability and
robustness of onward connections to other modes, including rail. We will engage with hauliers, shippers,
representative bodies and other key users to inform the results. We will consider all aspects of freight service
provision, including charging, port facilities, vessels, service timetables and frequency. Further information on
the relevant organisations to engage with in this work is included below. Our approach will involve user-
group workshops in key centres. We envisage five freight user-group workshops will be held each reflecting
the geography of lifeline services — Shetland Isles, Orkney Isles, Western Isles, Highlands, and Firth of
Clyde. A SWOT analysis of data collected will inform the recommendations.

2.4.2 Task 3.2 1 Current freight subsidies and grants

In Task 3.2 we will investigate current subsidies and grants applying to freight carried by ferry and other
shipping services as appropriate. Over the years a number of different subsidy schemes have been
introduced, such as for freight carried on lifeline ferry services, livestock subsidy, and now also subsidy for
freight carried by container service (i.e. LoLo) to the Northern Isles. In addition, there are Freight Facilities
Grant (FFG) and Waterborne Freight Grant (WFG) available for specific shipping services and related
infrastructure. We will consider all forms of subsidy and grants and provide analysis of the strengths and
weaknesses of each form of support.

Task 3.2 will investigate and analyse options and need for new forms of freight subsidy and grants. This is an
issue which can be examined during freight user-group workshops we will undertake. We will also need to
explore this issue with various other stakeholders, including the Regional Transport Partnerships, taking into



account work already done such as the Bulk Freight Shipping Study completed in March 2007. There will
also be an emphasis on ensuring that any subsidies are not anti-competitive, take account of EC rules and
are state aid compliant. Cost and affordability are important issues here and are also related to WP2.

2.4.3 Task 3.3 T Future needs and options for freight service provision

Future lifeline ferry service provision will depend to some extent on future freight traffic flows. It is imperative
to therefore estimate future freight traffic flows, for existing routes, and also for potential new routes as
necessary. Our approach at forecasting future traffic will involve appraisal of a range of scenarios based on
key variables such as economic growth, population growth, and other relevant factors.

Where new routes are involved, estimates will need to be made based on best available information.
Forecasts will also need to take account of the effects of service enhancements, such as faster, more
frequent, more or less direct port connections, and/or lower cost connections plus any constraints imposed
by inadequate onward infrastructure such as rail capacity or condition of road infrastructure or warehousing.
Task 3.3 will make recommendations for targeted service improvements in future freight provision.

2.4.4 General approach to freight analysis

The project team has extensive knowledge of the macro freight market and considerable access to the main
actors involved in the sector, both commercial and public sector. By considering ferry service provision in the
context of an extended supply chain, plus a realistic understanding of the alternatives and options available
to the inbound and outbound shipper of goods, the project team is well positioned to analyse and interpret
the data with a view to freight and business requirements.

Where existing data is available on current infrastructure, flows, rates and schedules, the project team will
use these. It is expected that a significant amount of qualitative data will be derived from stakeholder
interviews and reference to other freight industry actors in a position of influence. This will provide a thorough
understanding of the potential for growth of inbound and outbound traffic and the enablers or barriers to this
growth in terms of connectivity by ferry or alternatives.

Although “Freight” is used as a generic term, the project team is fully aware that the requirements of
individual supply chains can be significantly different, and these differences influence potential ferry
solutions. Our further remarks below set out the key considerations.

2441  Freight consolidation

Freight consolidation centres, particularly for less than full loads or groupage will be analysed. The trend
towards greater Portcentric logistics (i.e. logistics centres located within or adjacent to harbours) will also be
considered. The benefit here is that containers can be de-stuffed and returned to shipping lines with
domestic curtainside vehicles and/or vans being used for onward distribution. Freight hubs in the
Clyde/Oban/Inverness areas and other locations could play a cost effective role here, ensuring more regular
delivery schedules to peripheral locations. The establishment of small facilities for holding chilled or frozen
products adjoining piers/terminals will also be considered, including small fridge vans for local deliveries.
This could improve the transport costs of such products to island communities based on critical mass. The
other benefit here will be to improve the range and variety of products available, especially where small
retailers could draw off stock from such a facility as required. The need and provision of power to plug in
chilled containers and trailers (reefer points) on vessels will be considered. The white van dimension cannot
be ignored in the context of mail order and other rapid deliveries which also need to use ferries.

Full load direct deliveries generally set their own timetables and cost models, however the absence of
backloads can impact negatively on costs and asset utilisation. We will investigate ways in which greater
efficiencies might be achieved as this can have an impact on overall door-door costs.



2.4.4.2  Specific sectors

There are a range of specific industry needs that should be met and our team can demonstrate here its
awareness of these needs and how they should be addressed. This is not an exclusive list but indicative of
the sectors and related issues that will be analysed.

e Inbound and outbound volumes — imbalance of trade: This is a critical element in freight
transport planning and our team will endeavour to identify critical flows in order to determine how to
maximise the utilisation of maritime assets and other transport equipment. This also impacts on Cost
and Affordability.

e Chill/Frozen: this has impacts on supermarket products, fruit & vegetables and seafood. Selected
stakeholders will be interviewed to gain a clear appreciation of shelf life issues and timelines.
Medical demands also need to be met in terms of hospital supplies and pharmaceuticals.

e FMCG: this is again a complex sector with Inverness developing as an intermodal hub for the
Highlands, the NE and Aberdeen for the Northern Isles, and Oban for the Hebrides. New railfreight
services connecting the central belt with Aberdeen and Inverness are already moving supermarket
products; we would look to consider how this can be expanded, to ensure the correct ferry
connections are fully considered particularly given that this ferry review covers the period to 2022.
The retail sector in general will be considered here.

e Out of gauge shipments: this includes renewables/agricultural and construction equipment, which
dictate the type of vessels required to move large capital structures, and if existing assets can give a
different approach to vessel scheduling. The movement of Wind Turbines and the needs of the
Energy Sector always impose specialist handling characteristics and this will be taken into account.
Should LoLo provide a coordinated or dedicated vessel solution to service both the Western &
Northern Isles? Or is LoLo better to be absorbed into the Ro-Pax concept, as has occurred on the
Channel Islands and Isle of Man routes?

e Hazardous: this includes bottled gas, fuels and chemicals. Another complex issue is evolving
legislation which redefines what is hazardous on a continuous basis. Are these products going to be
moved on dedicated vessels ‘fit for purpose’ or does the absence of critical mass in some areas
dictate that open deck on existing assets will need to be used? Moreover, modern Ro-Pax vessels
are part designed to accommodate hazardous cargo on open deck areas distant from passenger
accommodation. Further, the use of specialised tank containers for carriage of fuel is now
commonplace elsewhere. We believe there is merit in looking at this as a possible alternative to use
of small tankers, perhaps negating the need for storage tanks within island and remote communities.
This is another potential traffic that could support larger more economic Ro-Pax vessels.

e Whisky: The movement and volume of product moved from coastal communities in IBCs to the
central belt for bottling will be taken into account.

e Livestock: this is a specialist field with dedicated cassettes now used by Northlink on the routes
between Orkney/Shetland and Aberdeen. Pentland Ferries also play a role in this traffic, which
raises the question of competition. Currently, some five subsidised vessels are deployed on the
Orkney & Shetland routes to carry cargo, livestock, vehicles and passengers; could rationalisation
and greater efficiency be achieved here with perhaps two larger multi-purpose Ro-Pax vessels
replacing much of this fleet and reducing overall costs?

e Aquaculture, agriculture, seafood, foodstuffs: all these sectors will be covered by a sample of
stakeholder views.

e Textiles: This will be handled under the retail section.

e Construction: for example, the building materials group Aggregate Industries import granite and
sandstone by container, but is this practical or economic on a lifeline basis? Yet as noted above,
many ‘bulk’ cargoes are now shipped by containers and conversion of bulk cargo to container is an
ongoing process. The days of having to wait for sufficient low value cargo to build up to fill a small
coaster are gone. Unitisation allows bulk cargoes to be shipped on demand and in far less volume at
a time. This also reduces inventory costs. This case and other cases will be analysed. The use of
bulk silos in strategic port locations will be considered for various sectors including granulated
products which might then be delivered to the islands in bulk tankers to meet demand rather than
retained in island storage with capacity and cost constraints. Again the use of containers for such
cargo could result in the possibility of using much larger and more economic Ro-Pax ships. The



impact of kit-built houses will be considered in the context of shipping solutions, as will the increase
in transport of pre-fabricated building structures.

e Oil & gas sector: this is generally an industry that historically operates with little dependence on
unitised services, aside from oil supply traffic. The consultants will undertake a short review to
determine any common interests. This will take account of oil rig decommissioning being undertaken
in Shetland and potentially other locations.

e Fuel distribution and bunkering: Traditionally, BP supply the North and the Islands by tanker from
Grangemouth. This may well be the present solution. However, the use of ISO 20’ & 30’ tank
containers is now being used in some areas. The project team will analyse options to see what
advantages and/or disadvantages there may be from transfer to unitised transport. The issue of
bunkering will be cross-referenced with respect to cost and affordability.

o Bulk shipping & commodities: The key driver in this area will be to assess the potential to convert
as far as economically practicable the movement of bulk materials to unitised transport. This initiative
can assist in generating ship economies of scale and maximising the utilisation of maritime assets.

e Other raw materials: Water distribution will also be considered in the context of suitable vessels in
the case of need. Sourcing of raw materials for manufacturing industries is another factor. For
example, 30,000 tonnes of grains are shipped to Islay on an annual basis to serve the needs of the
whisky sector and local warehouse capacity at 500 tonnes serve the needs of 6/8 distilleries. Is this
cost effective? Other commodities currently moved in bulk include for example road salt, fish feed for
fish farms and fertilisers.

e Coal: For domestic consumption and scrap (as low value outbound cargo from the Northern Isles),
coal is an identified flow; should a coaster solution be considered for deployment on a Scottish West
Coast/Northern Isles context? This concept will be tested against the potential to maximise unitised
transport with containers in the context of cost and affordability. A coaster initiative could be
structured on a time-charter basis. Daily charter rates for coastal vessels vary given the relative short
supply of ships in the 900 tonne range, which is probably the optimal size to satisfy Scottish needs
on a year round basis. Few coasters in this category are on the building blocks, similarly livestock
vessels are not available as in the past or at cost effective rates.

e Waste and recyclables: Plastics/polystyrene/packaging material {both food & non food} scrap
paper/glass all required to be shipped to re-cycling facilities rather than landfill sites. Are ferries
carrying their fair share of this material, and are central sites for recycling all now in place? Unitised
shipping assets could be used here, especially given the growth in this sector and the strategic
importance of environmental considerations.

e Timber: Industry requirements are largely satisfied by private sector shipping, albeit with some
subsidy support to the 'Timberlink' service. However, should floating piers be developed particularly
for short term harvesting where full specification port structures are not required or economic? Are
the economics of Ro-Pax applicable to carriage of timber on trailers, rather than bulk transport?
Should containers be used rather than trailers? The consultants will draw on project reports prepared
for the Forestry Sector over the last two/three years.

2.4.43  Pier and port structures

We will consider the demands of freight, with respect to ports and piers. It is essential to ensure that port
developments fully embrace the needs of the freight sector to minimise trailer or container dwell time in
island communities and the utilisation of seagoing assets; a ship in port costs money. Freight stakeholder
requirements for facilities at terminals will be assessed.

2.4.4.4  National and international connectivity

Although this is not a major focus of the review, the Consultants believe that it should be taken into account
in the context of reducing peripherality and supporting and developing indigenous island industry. This is
particularly the case where export markets or time sensitivity is critical to growth and competitiveness.
Supply chain security for these businesses may also be increased through reducing links.
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With respect to West Coast UK container networks which inevitably include port calls in Dublin or Belfast en
route to Southampton or Continental Ports (Benelux/France and Iberia) should LoLo services interconnect
improving supply chain options? Any network linkages that are well structured inevitably improve
accessibility and competitiveness in the movement of goods, and this question should be analysed.

A high percentage of freight destined to or from Scotland will continue to move through English ports; critical
mass plays a role here. However, what are the consequences for LoLo services? This joined up thinking is
essential if the cost effectiveness of unitised service provision is to be maximised.

Lastly should seafood movements from the Faeroes through Scrabster (or Lerwick) be networked with the
new Norfolk Line Service from Rosyth to Zeebrugge starting next year? Should Northlink Northern Isles
vessels extend their network to include Rosyth? This would certainly benefit the seafood sector in Shetland
with exports to the French Seafood market in Boulogne, and with much of the traffic being consolidated at
Bellshill. Similarly much of the inbound traffic to Orkney and Shetland is sourced in central Scotland and
England and for this Rosyth may be a better solution. Another benefit of the Norfolk Line link could be
connectivity with the Transfennica ro-ro service from Zeebrugge to Bilbao; the potential exists to carry
Scottish seafood via this transhipment option, as well as other cargo. The following pattern could emerge:

e Northlink Lerwick/Aberdeen/Rosyth

e CalMac West Isles-mainland Scotland/road to Rosyth

o Norfolk Line Rosyth/Zeebrugge

e Transfennica Zeebrugge/Bilbao, maximising use of sea transport.

o Dryports will also be considered; there is an ERDF-funded project underway in which Napier TRI is
partnering SEStran to deliver the Scottish element of the project.

2.5 TASK 4: ENVIRONMENTAL ISSUES

Our proposal includes a separate task concerning environmental issues. Task 4 includes three sub-tasks as
shown in Figure 5.

TAS K 4. 1 *Global and local carbon emissions
TAS K 4 . 2 eAlternative fuels
TAS K 4 3 *Other options to reduce

. environmental impacts

Figure 5: Task 4 - Environmental issues

2.5.1 Global and local carbon emissions

The main aim here will be to determine ways in which the delivery of ferry services can reduce global and
local carbon emissions. The environmental impacts need to be studied with respect to their full relevance to
the tasks in WP1. We are also aware, however, that environmental issues cut across all WPs. The
consideration of environmental issues is very important as the outcomes of the review need to respond to
anticipated government policies and existing aims (e.g. reduction of emissions).

It is essential to coordinate the work on environmental issues among the various WPs and, therefore, we

need to have a clear overview of the investigation of environmental issues for the different WPs. This will
allow us to specifically determine the necessary research directly related to WP1 and to make appropriate
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use of the information provided by the other WPs. For example, future ship types deployed in Scottish Ferry
services will have an impact on emissions etc. It is important to ensure that this information will be available
to take it into consideration for the work in WP1.

In relation to freight transport, we need to be able to analyse environmental impacts (emissions, energy
savings, congestion etc.) from potential modal shift.

2.5.2 Alternative fuels

In collaboration with other WPs, we will consider all known alternative fuel types and help to assess the
environmental impacts of each. This will include the most typical current fuels — Heavy Fuel Oil and Marine
Diesel Qil, also taking into account low sulphur requirements as appropriate. Other fuel includes Marine Gas
Qil (for gas turbine engines), and LNG.

LNG is gaining widespread use particularly in Norway. Within the EC Interreg IVB ‘StratMoS’ Project, Napier
TRI has undertaken some research already into the use of LNG for ferries. This research suggests key
factors that will require investigation include aspects such as sourcing, storage, and safety. In terms of ship
design, LNG has implications for the specific location of fuel tanks on a ferry. There are also cost
implications. The first LNG fuelled cargo ferries are currently being built in India for Norway’s Sea-Cargo AS.
These ships will reduce Co2 emissions by 20% and NOx emissions by 90%, while Sox will be zero and
particulate emissions negligible.

Sail and solar power is being evaluated for ferries and there have been some trials already with small
vessels, although sails are also used on some large cargo ships, and cruise vessels. However up till now
solar and wind power has always been used to supplement conventional propulsion based on fossil fuels.

2.5.3 Other options to reduce environmental impacts

There are a number of ways in which environmental impacts of ferry services can be altered. This includes
adjusting service speed, changes to route distances, but also in respect of changes in ship size and fleet
configuration. Our previous assessment of the Northern Isles ferries Hjaltland and Hrossey showed these to
be quite inefficient ships relative to much larger ‘standard’ ferries, the latter only needing the same installed
power (about 20 Mw) for a given speed (up to 24 knots in this instance)z. The deadweight (i.e. carrying
capacity) of the smaller Northlink ships is only about 1,500 tonnes, whilst the larger ships with the same
power have in excess of 5,000 tonnes deadweight; in other words, the application of superior design of ship
in this instance could shift three times the freight carried for the same power level applied. Reconfiguration of
Northern Isles ferry services based on two large ropax vessels replacing say five existing ships (i.e. 2 x
ropax, 2 x roro, plus 1 x containership) could result in substantial reductions in emissions, as well as
reductions in fuel consumption, capital costs, and operating costs. This needs to be explored further.

Introduction of the medium-speed (18 knot) catamaran ‘Pentalina’ by Pentland Ferries on the Gill's Bay-St.
Margaret's Hope route is also expected to result in substantial reductions in emissions relative to
conventional monohull ferries. Information provided by the builder of the catamaran (FBMA, Cebu) suggests
fuel consumption for this ship is about 600 litres/hour. This compares very favourably with the Northlink ship
Hamnavoe which maintains the lifeline service on the Pentland Firth route and consumes some 1,800
litres/hour. Whilst vessel capacity is not the same, the Pentland Ferries vessel is capable of carrying just as
much if not more passengers, cars and freight across the Pentland Firth than the Hamnavoe, using one third
the energy and emissions (and indeed lower capital and operating cost as well). However, we acknowledge
that there may be questions concerning whether or not Pentland Ferries is able to provide a service that can
meet the other requirements of a lifeline service, including regularity, not least due to the occasional closure
of the Churchill Barriers which affects access to the service.

We therefore envisage that there may well be significant scope to reduce emissions across the entire
Scottish ferry network.

2 Napier University TRI (2006) Future Options for Northern Isles Ferry Services. Northern Maritime Corridor Project, EC
Interreg 11IB NSR (Highlands & Islands Region).
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Other areas of environmental impacts will include assessment of sewage pollution, engine water cooling, and
ballast water exchange. A further concern is the location of ferry terminals within congested urban areas
and/or close to town centres. A universal trend over recent years has been to shift busy ferry terminals away
from town centres, as occurred in Kirkwall and Lerwick (with Rosyth largely replacing Leith). Even Western
Ferries terminal is located some distance from the Dunoon town centre, with substantial and positive
vehicular traffic diverted as a result. However this is not the case in other places such as Aberdeen and
Oban, where ferry traffic is forced to merge with town centre traffic, and we note the work HITRANS is
carrying out on the Oban Hub albeit in this respect. The costs and benefits of shifting ferry terminals out of
town, where appropriate and feasible, need to be considered as an option given the environmental
consequences involved.

We will in addition identify and explore with stakeholders any other areas of environmental impact which
need to be addressed.
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3 CONSULTATION AND COMMUNICATION WITH OTHER WORK
PACKAGES

3.1 STAKEHOLDER CONSULTATION

Stakeholder consultation will be key to developing further the work for WP 1 and will be conducted with the
following groups.

e Steering Group

e Sub Group 1: Operators

e  Sub Group 2: Councils

e Correspondence Group: Other Stakeholders

We anticipate conducting meetings/interviews with most of these organisations on an individual basis.
Additional Stakeholder participation can be discussed with the client. This activity is shown separately on the
timescale and project costs below.

Stakeholder consultation exercises are critical to the success of the project, in terms of developing the review
material, appraising proposed methodology or approach, assessing options and evaluating and responding
to outcomes. Systematic consultation will be conducted with the following groups.

Steering Group, specifically including PTUC or MACS

Sub Group 1: Operators

Sub Group 2: Councils

Correspondence Group: Other Stakeholders

Specifically Highlands and Islands Enterprise and Caledonian Maritime Assets Ltd.

Consultation will take place throughout the review, but we will ensure that we take account of any recent
consultation done in an area before deciding how to consult there. During the course of the study, a variety
of sources will be consulted:

e Each island community that currently has a service and any communities that are brought to the
government’s attention that do not currently have a service but wish to make a case for one.

e The Scottish government will run a number of seminars in the Clyde, Northern Hebrides, Southern
Hebrides, Orkney and Shetland to allow those who wish to do so, convey their views on ferries so
that they are heard formally within the review process. This opportunity will also be used to engage
with key local stakeholders and ask their opinions on different aspects within the review in direct
relation to their own community. The results of this will be fed into the review described herein.

e The current Tier 1, Tier 2 and Scottish Ferry Committee meetings run jointly by HITRANS,
ZETRANS and SPT will also be taken advantage of.

e All recommendations made by the TICCC report will be included in the published document and it
will clearly state what assessment was carried out, what conclusions were reached and why.

Stakeholder involvement will not only be realised in the screening and scoping analysis and identification of
challenges, but also in the discussion and for fine tuning of action lines and recommendations. Additional
Stakeholder participation can be discussed with the client.

3.2 COMMUNICATION AND COORDINATION WITH OTHERS WP 6 S

All project documents will be discussed among the WP1 participants and the progress and first outcomes will
be distributed through a password-protected web-based document sharing platform, which will be accessible
through the TRi website. This assures transparency of processes and avoids duplication.

At the start of the review, data requirements, especially new data requirements and planned interviews shall
be organised and coordinated among the WP Leaders for concerted action in order to realise maximum
efficiency and effective use of resources and also to coordinate travel needs. The coordination of this should
already at an early stage be organised by the Leader of WP5.
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With regard to coordination with other WPs, there is a specific need for an inception meeting between the
WP leaders for fine tuning and coordination, once each WP has precisely defined and exact details for each
task and before work starts at a detailed level. This includes stakeholder meetings etc. At this inception
meeting, the following points need to be discussed, with a view to attaining maximum efficiency, ensuing
benefits and minimum cost.

e Coordination of site visits

e Meeting scheduling (project group, stakeholders etc.)

o Discussion of potential overlaps and coordination between task leaders of the individual WPs,
especially investigation on environmental issues

e Discussion on complementarity of tasks in different WPs

¢ Implementation of a password-protected “share point” for documentation storage of information
relevant to all WPs

e Creation of an SFR calendar (web-based) which is updated continuously by the WP leaders

¢ Use of information tools for meeting organisation (e.g. doodle). This needs to be agreed among the
WP leaders

In aditon, there will need to be close contact and collaboration between WP leaders in order to avoid any
overlap and duplication of effort. We have a number of suggestions on ways that this can best be tackled:

e All those participating in the work of WP1 will notify the WP1 Manager of specific meetings to be
arranged for the forthcoming week(s);

e Accordingly, the WP1 Manager will give advance notice of these meetings to other WP Managers on
a weekly basis;

e The WP1 Manager will liaise closely with other WP Managers with respect to the various work tasks
and activities and communicate potential common activities (site visits, stakeholder interviews etc.);

e There will be continuous updating of arranged meetings and activities and the distribution of this to
the other WP Managers and to the Project Director and Project Manager;

¢ We anticipate the need for WP Managers to meet frequently over the duration of the work, to review
past and current activities and to schedule future activities. This information will then be fed back to
the project teams involved in each WP.

It is important that an up-to-date and comprehensive literature review is undertaken. There are a number of
existing and planned studies being undertaken which relate to lifeline ferry services in Scotland. In addition,
there are a large number of research papers that have already been published which give particular
perspectives on aspects of lifeline ferry services. In this respect, we will take into account the substantial
body of evidence that was received as part of the Transport, Infrastructure and Climate Change Committee’s
inquiry into Ferry Services in Scotland. We are also aware of studies currently being undertaken on the
Mallaig — Lochboisdale route and through the Oban hub. We will also take account, if it should arise, of any
decision reached by the European Union following its investigation into subsidies to CalMac Ferries and
NorthLink Ferries. Finally, we will ensure that any information available as a result of these studies is fed into
the ‘Executive Summary’ that will provide the basis of the Scottish Ferries Review and subsequent proposed
draft strategy. Other related pieces of work that could, dependent on the timing of their delivery, prove to be
supplemental to the contents of the WP.

These are as follows:

1. A working group has been set up to look at the future of Orkney’s Internal Ferries.

2. HITRANS are currently funding a study into ferries through the Oban Hub.

3. The Scottish Government has commissioned a study into Road Equivalent Tariff. The study includes
a pilot exercise in the Western Isles that commenced on 19 October 2008 and will run for 30 months.
The pilot will be closely monitored by the consultants, Halcrow. The early information on the findings
of the study should be fed into this study.

4. CMAL are carrying out a STAG appraisal on the Ullapool — Stornoway route. The results of the

STAG appraisal should also provide an input into this study.

CMAL are also carrying out a STAG appraisal on Lismore.

Any other relevant STAGs will also be taken into account.

Consideration will also be given to other recent ferries’ studies and any future studies that might

inform the review.

Noa
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There is a degree of complementarity of review and analytical activities between the seven WPs. Purely as
an indication, key cross-cutting WP issues are seen between:

WP2 and WP1:

e Organisational and logical integration (WP2) will depend to some extent on the findings of WP1 —
Competition and Procurement. The future modus operandus of the lifeline ferry services will also
influence the way to organise integration between transport modes.

WP2 and WP1:

e Co-modality of transport modes, but also of passengers and freight is a key strength of ferry services
and the general shift towards Ro-Pax types of ship. Therefore wherever freight and passenger
transport flows are complementary integration needs to pursued.

WP Ship Types CMAL

e Types of vessel in service and new vessel types projected will directly influence reliability of services
and environmental performance, which will influence services and route development. Quality of
integration across modes must also be compatible.

e Ports and harbour facilities, degree of passenger travel split by mode, and extent of freight and
livestock are further areas for links between the WP’s.

At the start of the review, data requirements, especially new data requirements and planned interviews shall
be organised and coordinated among the WP Leaders for concerted action in order to realise maximum
efficiency and effective use of resources and coordinate travel needs. The coordination of this should already
at an early stage be organised by the Leader of WP5.

3.3 RESPONSIBILITIES FOR TASKS

To ensure a high level of coordination within WP1 and with the other WPs and the contractor, the following
structure is considered appropriate.

TRI’s Director, Kevin Cullinane, will act as the project head and will be responsible for the contracting and
administrative coordination between the Scottish Government and TRI. Within the project, Kevin Cullinane
will oversee the whole project and coordinate the work between the WP managers, in the case where TRI
will be involved in more than one WP. Kevin will also be Task 4 Leader in WP1.

Alf Baird will act as the Manager for WP1, coordinating the work of the four task leaders and the interaction
and information exchange between the WPs. He will also be responsible for meeting coordination, especially
stakeholder consultations (with freight being led by Gavin Roser) and content revision of the deliverables of
the WP. In addition Alf will be Task 1 Leader.

Gavin Roser of Pantrak will be Task 3 Leader, and Gordon Wilmsmeier will be Task 2 leader.

The named members of the TRI team will be responsible for developing their designated tasks in
cooperation with further contributors as identified in the following table.

Biggart Baillie has been retained as sub-contractor to provide legal context advice and vetting of conclusions
and to provide advice on contractual and funding structures, environmental law and regulatory topics related
to competition and procurement. Neil Amner is acting as Client Partner overseeing the provision of
expert legal input on maritime, environmental, consents, funding, regulatory, procurement, competition and
state aid from the wider team at Biggart Baillie LLP. Charges from Biggart Baillie LLP will be invoiced to the
Scottish Government at cost and, hence, insofar as advice is provided by more junior members of staff,
correspondingly lower charge out rates will apply; for budgeting purposes the Partner rate is given for the
proposal. The use of more junior staff will buy more time and possibly result in a lower total cost rather than
simply reducing the budget.
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Task Responsible Contributors

Management Kevin Cullinane & Alf Baird

Task 1 Alf Baird Gordon Wilmsmeier, Gavin
Roser, Jeremy Baster

Task 2 Gordon Wilmsmeier Alf Baird, Neil Amner, Gavin
Roser

Task 3 Gavin Roser Marti Bignell, AIf Baird,
Jeremy Baster

Task 4 Kevin Cullinane Alf Baird, Yakov Boglev

Review and recommendations

Kevin Cullinane

Alf Baird, Jeremy Baster, Gavin
Roser, Gordon Wilmsmeier,
Neil Amner
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4 PROJECT TIMESCALE

We envisage the project tasks can be completed within the proposed timescale, i.e. by the end of April 2009. Given the large scope of the work involved in
WP1, however, we believe the only way to effectively undertake this is to ensure sufficient number of people are working on the tasks and that the different
tasks are well coordinated, in addition to linking in well with the other WPs.

Table 1: Project Timescale and Major Milestones

Feb-09 Mar-09 Apr -09 May-09 Jun-09

Week 1 2 3 412 34 1 2 3 4 12 3 41 2 3 4 1 2 3 4

TASK 1: METHODS OF DELIVERY AND OPERATION

1.1 Consider financial incentives
1.2 Analysis of regulations

1.3 Assess range of delivery options

TASK 2: COMPETITION AND PROCUREMENT

2.1 Testing of route bundling and unbundling options

2.2 Analyse options for procurement of ferry services

2.3 Clarify required powers of Scottish Government

TASK 3: FREIGHT

3.1 Analysis of current freight volumes/services

3.3 Future needs and options for freight service provision

TASK 4: ENVIRONMENTAL ISSUES

4.1 Global and local carbon emissions

I -
3.2 Current freight subsidies and grants _
I
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5 QUALITY ASSURANCE

5.1 OVERVIEW

TRI has significant experience in working in close collaboration with both client and partners within a
consortium. In respect of the latter, TRI has built a highly competent team (the TRI Team) to address the
requirements of all elements in WP 1. In order to meet the expectations of the client TRI will ensure quality
by the means described in the following and as also set out in TRI’s response to the Framework agreement.
Performance monitoring provides the information needed to make sure that everything in the project is
managed effectively to achieve the successful delivery outcome required by the Client. We recognise the
importance of understanding the Client’s organisation and the objectives of the brief in order to achieve
efficient and effective solutions and to add value for the client.

Effective solutions are predicated on the need for meticulous project design and administration, accuracy,
objective analysis, evidence-led interpretation and clear reporting. To ensure these needs are met, sound
working practices are essential; where work streams are clearly defined and monitoring regimes are built in
at the outset. A significant part of ensuring delivery is the development of achievable targets in consultation
with the partners within the TRI Team and the client.

This includes planning of activities in advance, allowing for sufficient time for project elements to be
undertaken, and the allocation of sufficient resources to the various project elements and activities. An
integral element of this is to establish agreed timescales that are set out in detail and which clearly show
dependencies between project elements, dependencies upon external sources of information, data collection
etc.

Quiality control and continuous improvement are ensured through the use of a quality management system
that includes regular reviews of all projects by the Project Leader to ensure that they are on track in terms of
cost, time, quality and scope.

For this project, our proposed approach will be at two levels. For the individual work package we propose a
Quality Plan before commencement of work which will clearly set out the tasks and deliverables needed to
meet client requirements. This plan will form the basis for monitoring performance and may be amended
from time to time to reflect events affecting progress.

For the Scottish Ferry Review Commission we propose to maintain a list comprising up-to-date
information on progress on each task to allow regular reviews of aggregate progress to be made. All
deliverables will be subject to a final internal quality assessment and review process, undertaken by a group
established (a Quality review Panel) for this specific purpose and with the Quality Plan as a reference.

For each individual task we will work closely with the client and stakeholders to grasp the aims of the
project and to understand the factors affecting it.

Key Performance Indicators (KPIs) can be agreed as part of the inception process and the client would
“score” the performance of the consortium on an ongoing basis against these KPIs. Our effectiveness in
meeting client needs would ultimately be measured by monitoring our performance through the KPlIs.

In agreement with the client, we propose to maintain a register in which KPIs are monitored individually and
in aggregate. In this register, for each individual work package we would record information on:

The quality of the work/report

The delivery of the work/report to agreed timescale
The cost of the work/report to agreed costs
Medium to longer term effectiveness of the work

Ensuring consistency in information gathering, evaluation and report writing Without imposing an
overly rigid structure, the TRI Team will utilise a system that ensures that there is a consistency of approach
to methods adopted for collecting information and for reporting. We will ensure that all data and information
gathering is undertaken appropriately by staff trained to complete the task, and with sufficient support to
properly facilitate this task, while reducing the potential for error. Project specific training is provided to all
researchers and enumerators involved in information gathering and, where appropriate, existing professional
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codes and guidance will be followed. In terms of traffic and travel data collection we adopt the highest
standards possible; ensuring that any sub-contractors are fully briefed on requirements within the context of
a Quality Plan and Health & Safety requirements. All information is vetted and verified prior to use.

Although none of the TRI Team members are accredited by the MRS, we do aim to ensure that every
research project is carried out in accordance with its Code of Conduct so that our survey activities
correspond to what is considered best practice in market research. Adherence to the Code of Conduct and
the database Guidelines will help to ensure that our research is conducted in accordance with the principles
of data protection legislation (Data Protection Act 1998).

To ensure the consistency of approach to report writing, standard templates will be developed under the
guidance of the Project Manager for use across all the TRI Team members. In addition, the members of an
internal Quality Review Panel will evaluate all deliverables (but especially written reports), with a view to
ensuring that, in accordance with the TOR for the Framework Agreement....“all work undertaken by the
Contractor will normally be presented in a report format, unless agreed otherwise, and as a minimum, must:

* Meet the needs of the client

*  Be written with a wide readership in mind

* Be concise

* Be factual — any interpretations and conclusions must be identified as such
* Use Plain English writing standards

With regard to the physical layout of any written work, there should be a clear and logical structure. There
should be:-

* Anintroduction and an executive summary;
* The body of the correspondence covering
- Facts
- Analysis
- Comments
- Conclusions
* Recommendations; and
» Alist of bodies, organisations, reports and other works consulted”

5.2 APPLYING PROFESSIONAL CODES OF PRACTICE

Each of the member organisations of the TRl Team have their own set of professional codes of practice and
accredited quality management systems which they adhere to. Each member of the team, however, is also
committed to accepting the modus operandi of the other team members and to remain amenable to the
adoption of identified best practice from amongst the TRl Team membership.

The TRI Team comprises expert organisations that understand and apply the principles of good governance;
clear objectives and strategy, risk management, financial control and audit, corporate ethics, management of
conflicts of interest, and disclosure and communication of information. It is the mutual recognition and
acknowledgement of such, as well as the effective coordination of all organisations through TRI as the Lead
Partner, that constituted a crucial element in the consortium’s composition and construction.

We are implementing and will continue to implement enlightened principles of governance that relate to key
stakeholder consultation, aiming to foster productive relationships in a proactive manner. We are aware that
ultimate responsibility for the ethical conduct of the TRI Team and good corporate citizenship rests with the
management team within TRI itself. This responsibility will be fulfilled through the implementation of
processes which assure its proper functioning.

The TRI Team is aware of UK and EU codes of practice and guidelines and will apply them to its business
conduct. The exercise of due diligence with regard to the selection of partners is an important element of this
which has already been adopted and applied. By so doing, we have ensured that all members of the TRI
Team are aware of, and apply, the same principles of good governance in their daily operations as is
expected of a respected UK organisation.
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Finally former Director of Development in Orkney Islands Council Jeremy Baster has been brought into the
team to assist with the review of all documents prepared. This is considered to be a high quality measure
which will help to ensure the deliverables are of the required standard.

5.3 COMMUNICATION STRATEGY

An early inception meeting will be organised with the client to agree project objectives and methodologies.
This will inevitably include the agreement of an appropriate communication strategy for the work in hand and
will typically include the setting of dates for regular meetings, and the agreement of outputs, including
reporting points. We would propose progress meetings at appropriate intervals for each work stream to
monitor progress and to populate the Framework Register (as described above) with all agreed information —
e.g. performance indicators, specific problem areas and any corrective action that may be required.

As well as keeping the client regularly informed of progress on the work, we will contact the client
immediately on becoming aware of any likely delays. The Project Manager will undertake to respond rapidly
to any questions arising from the client, and would seek to hold regular meetings with the client to ensure
appropriate delivery at all stages of the project.

Despite the fact that the Project Manager will provide a valuable single point of contact for the client, we will
inform the client of who is actually handling each piece of work and we will inform the client, as soon as
practicable, should there be any requirement to change these arrangements. Should any change in
personnel be necessary, we commit to providing a comprehensive briefing to the new or additional team
member(s).

In addition, an internet-based facility will be established as part of the TRI website to provide a secure
repository for project documentation.

5.4 CONFIDENTIALITY

Information provided to the TRI Team will be dealt with in confidence and is only disclosed to parties as
required for the proper conduct of the project or as authorised by the client or as required by law. Unless
specifically instructed otherwise, we may disclose that we have been contracted by the client, including using
that information for marketing purposes. In the absence of the client's explicit consent or unless the
information is already public knowledge, we will not refer to the existence or particulars of any of the
transactions or matters on which the client has contracted us.

As one would expect, client and project details are kept on computer. None of the information that we hold

on computer is disclosed to third parties except in the ordinary course of acting for on behalf of the client or if
required to do so by law.
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6 PROJECT TEAM

TRI has an established working relationship with all four partners, and has identified an acceptable format for
project management. The project will be led by Professor Kevin Cullinane. He has 13 years of managerial
experience within the university sector, having budgetary control of sums up to £4 million per annum. He has
also run his own consultancy company in 3 countries and has significant experience in managing industry
and government consultancy projects from within the University context.

The WP will be managed on a day-to-day basis by Professor Alf Baird (as Project Manager). A service level
agreement will be established between partners (in particular with subcontractors) in order to engender a
greater sense of belonging and a common understanding between TRI Team members. This will be based
on standard Napier University conditions of supply that will serve to confirm the outputs required from the
different parties within the TRI Team.

As can be seen in the CVs attached to this application, both Professor Kevin Cullinane and Professor Alf
Baird have extensive experience in the delivery of similar large-scale projects, for national and supra-national
governments. Alf Baird has managed a number of large EU and UK projects (EC European Marine
Motorways - EMMA, 1994-1997; EC PACT ZeeScot project, 1999-2000; EPSRC/DfT UK Marine Motorways
Project, 2000-2002; HIE-Northern Maritime Corridor Project, 2002-2005) and has also managed work
packages in other major projects (e.g. EC Sutranet; EC StratMos), as well as leading over 40 maritime
transport research studies in Scotland over the past 15 years. Professors Cullinane and Baird are currently
coordinating together with TRI’'s Gordon Wilmsmeier on other EU research projects including Northern
Maritime University and Dryport.

TRI also employs a Projects Officer whose specific remit is to provide administrative support to TRI’s
burgeoning portfolio of research and consultancy projects. In addition, TRI has developed numerous
examples of good practice in project administration that are based on significant past experience of
delivering research and consultancy services.

6.1 PROJECT LEADER: PROFESSOR KEVIN CULLINANE, DIRECTOR, NAPIER UNIVERSITY
TRANSPORT RESEARCH INSTITUTE

Kevin is Director of the Transport Research Institute at Napier University. He was formerly Chair in Marine
Transport & Management at Newcastle University, Professor and Head of the Department of Shipping &
Transport Logistics at the Hong Kong Polytechnic University, Head of the Centre for International Shipping &
Transport at Plymouth University, Senior Partner in his own transport consultancy company and Research
Fellow at the University of Oxford Transport Studies Unit. He has published 7 books and over 160 refereed
journal papers and sits on the editorial boards of Transportation Research A: Policy and Practice, Transport
Reviews, the International Journal of Logistics Management, Maritime Economics & Logistics, the Annals of
Maritime Studies, the Journal of Shipping & Logistics and the Proceedings of IMechE Part M: Journal of
Engineering for the Maritime Environment. He is a Fellow of the Chartered Institute of Logistics & Transport,
and has been a logistics adviser to the World Bank and transport adviser to the governments of Hong Kong,
Egypt, Chile, Ireland and the U.K. He holds visiting Professorships at the Copenhagen Business School and
Dalian Maritime University in China, as well as an Honorary Professorship at the University of Hong Kong.

6.2 WORK PACKAGE MANAGER: PROFESSOR ALFRED BAIRD, HEAD MARITIME
TRANSPORT GROUP, NAPIER UNIVERSITY TRANSPORT RESEARCH INSTITUTE

Alf has extensive practical and research experience of the ferry and container shipping industry, an industry
in which he spent the early part of his career working for Gibson/Currie Line in Leith. Over the last 20 years
he has completed over 70 Scottish and international research studies investigating ferry and shipping service
economics, port design and costs, state aid issues, and related policy matters. He has advised UK, Northern
Ireland and Isle of Man Parliament Select Committees, as well as Scottish Government agencies and Local
Authorities on ferry and shipping/ports matters. He is a member of Interferry, the world association of ferry
operators and IAME, the International Association of Maritime Economists. Partly based in Orkney where he
lives next to a ferry terminal, Alf has first-hand knowledge of the importance of efficient, affordable and high
quality ferry services for island communities and businesses. Alf will manage Work Package 1 and lead on
Tasks 1 and 2.
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6.3 OTHERKEY STAFF

6.3.1 Gordon Wilmsmeier, Senior Research Fellow, Napier University Transport Research Institute

Gordon is an internationally recognized expert in maritime transport and port development issues. He has
worked closely with Prof. Alf Baird on a number of recent ferry projects in Scotland, including Cross-Forth
ferry survey (2007), Clyde Riverbus (2008), and the Norway-Scotland ferry tender for Zettrans and SEStrans
(2007-08). Recent works focus on differentiation of port charges (DIFFERENT -6" Framework Programme)
and Motorways of the sea (STRATMOS). Prior to his career at TRi he was a consultant to the Economic
Commission for Latin America and the Caribbean (ECLAC), UNCTAD, UN-OHRLLS, The World Bank, The
InterAmerican Development Bank (IADB), CAF (Andean Development Fund), the Organisation of American
States (OAS) and other international institutions and has collaborated in various EU projects for DG Trade
and DGTREN. During this period Gordon has been analysing Short Sea Shipping services in Central
America and developed a concept for the Chilean Marine Highway in collaboration Alfred Baird. Gordon will
lead on Task 4.

6.3.2 Neil Amner, Partner, Transport & Environmental Law, Biggart Baillie

Neil has a strong record and profile as one of Scotland’s leading transport, environmental and parliamentary
lawyers. Clients praise Neil’'s good commercial, as well as legal, input. Neil is the Chairman of the Glasgow
Chamber of Commerce’s Infrastructure & Transport Issues Group. He is a Fellow of the Chartered Institute
of Logistics & Transport and sits on its Scottish Policy Committee. Neil is also a member of the European
Freight and Logistics Leaders Forum. As sub-contractor Neil’s role is to provide legal contextual advice for
the project subject matters as they arise as well as legal vetting reports and conclusions. Given that some of
the legal points which will doubtless arise are very complex ones for which thereis no generally

accepted definitive answer, Neil’s input is of a contextual briefing and first pass filtering nature.

6.3.3 Gavin Roser, Director, Pantrak Transportation Limited

Gavin Roser is the Managing Director of Pantrak Transportation Limited — a project management &
consultancy firm dealing with all aspects of marine transport, rail and road freight on a Pan European basis.
He is also Deputy Chairman & Co Founder of the Coastlink Shipping Network and a Director of TruckTrain
Knowhow Ltd a joint venture developing new rail solutions for the carriage of freight. Gavin has extensive
experience in shipping as a former MD of Denholms Ship Management in Glasgow, and has acted as
advisor to various governments on strategic shipping matters. His applied research activities over the last
several years has given him an in-depth understanding of the challenges faced by users of ferry services
throughout Scotland. Gavin will lead on Task 3 but will also have input to other tasks as well.

6.3.4 Martin Bignell, Associate, Pantrak Transportation Limited

Martin Bignell is an associate of Pantrak Transportation Limited - a project management and consultancy
firm dealing with all aspects of marine transport, road and rail freight on a Pan European basis. Martin holds
an MSc from Cranfield University in Logistics and Supply Chain management and has expertise in the
workings and operations of, and influences on the entire supply chain in addition to direct experience in road
and rail based logistics and third party warehousing across a number of business sectors. He has
previously worked in the private sector for a major UK multimodal logistics service provider operating three
UK road and rail based distribution centres and in the public sector developing and implementing rail freight
policy at the Strategic Rail Authority, particularly in relation to encouraging the transfer of general freight to
rail, the development of strategic railfreight interchanges and working with public sector stakeholders. More
recently Martin has undertaken studies looking at the impact of significant structural change in the sugar
industry on the European supply chain networks that support the industry, looked at public sector
opportunities for floating piers and worked on private sector-led initiatives for the development of new marine
based facilities in the Scottish timber sector. Martin’s input will mainly relate to Task 3 on Freight.
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6.4 JEREMY BASTER, INDEPENDENT CONSULTANT

Jeremy Baster is a consultant in transport and economic development. He retired from Orkney Islands
Council in October 2008, from the post of Director of Development Services which he had held since 1996.
In this post he was responsible for a range of local authority services throughout the Orkney Islands,
including principally economic development and EU Liaison, planning, transportation, and heritage and
museums. He commenced work for Orkney Islands Council in 1980, as Economist in the Chief Executive’s
Department, advising the Council on the use of its Oil Reserve Fund, and on transport and other economic
matters. He was first appointed a Director in 1984, for Economic Development, with his responsibilities being
subsequently widened. His role as a Director, and as a member of the Corporate Management Team,
involved working in most aspects of development in a remote rural community, spread over an archipelago of
some 20 inhabited islands. The fields of work and activities included considerable time spent on further
development of ferry services and ferry terminals involving extensive stakeholder consultations, STAG work,
and involvement with transport operators and ports. Jeremy will provide expert advice on key stakeholder
issues and gives the project team quality support with respect to draft reports and recommendations.
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7 CONTACT PERSON

Professor Alfred Baird
Transport Research Institute
Napier University
Merchiston Campus

Edinburgh EH10 5DT
Scotland, UK

Direct Tel: 01856-811320
TRi Office Tel: 0131-455-2809 (Mr. Yakov Boglev)
Fax: 0131-455-2953

e.mails: a.baird@napier.ac.uk; k.cullinane@napier.ac.uk g.wilmsmeier@napier.org, y.boglev@napier.ac.uk

Website: www.tri-napier.org
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