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Introduction

Background

On 8th December 2004, the Minister for Transport  issued a consultation paper, “Clyde & Hebrides Ferry Services Draft Service Specification”. This consultation paper was accompanied by the draft Invitation To Tender which includes the draft service specification for the aforementioned ferry services.

Consultation Objectives

The Minister announced on 25th June 2004 that there should be a further round of consultation on the service specification for the Clyde and Hebrides Lifeline Ferry Services (CHFS) to provide interested parties with a final opportunity to comment on the proposals prior to the services being tendered.

It follows a similar round of consultation in the summer of 2002 and the current draft service specification incorporates changes in response to feedback received at that time.

This consultation seeks views from interested parties to assist the Scottish Executive in finalising the service specification for the Clyde and Hebrides ferry Services.

The Company’s Response

It is still the Minister’s intention to allow Caledonian MacBrayne to bid for the operation of the services. The Company’s response, therefore, is based primarily on its potential future role as provider of the services with no involvement in their specification.

In order to help the Scottish Ministers arrive at decisions relating to the tendering exercise and the service specification, we have structured our response as follows:

· The consultation paper

· The draft service specification

We comment only where there has been a change from the 2002 draft service

specification: otherwise the views expressed in Caledonian MacBrayne’s official response, dated 27th September 2002, still hold. Copies of this response are still available on request.

The Consultation Paper

Purpose

The purpose of this chapter is to set out the Company’s comments on the consultation paper.

Small Isles service

The Company notes that residents of the Small Isles have been specifically invited to express a preference with regard to two options for carrying schoolchildren – if no clear preference is expressed the timetable will remain as it is (sections 20 - 21).

As outlined in the consultation paper, Caledonian MacBrayne has offered options for allowing schoolchildren the opportunity to return home at weekends and we await with interest the views of the communities on Muck, Rum, Eigg and Canna.

Lismore service

The Company notes the stated intention to tender on the basis of its existing service to Lismore although changes will be considered in relation to the next contract or beyond (sections 23 – 28).

Mallaig – Lochboisdale service

The Company is pleased to confirm that it is currently undertaking an appraisal, using the Scottish Transport Appraisal Guidance (STAG) approach, of options for the possible introduction of a direct ferry service between Mallaig and Lochboisdale. We anticipate this appraisal will be completed by end of March 2005.

We understand that the current level of service across the existing network must be protected and that no commitment to a Mallaig-Lochboisdale service can be given until the financial and other consequences become clear (section 29).

Planned research

The Company welcomes the intention (at section 30) to carry out research into services and fares during the first contract period.

Fares

The Company notes with interest the intention to limit annual net fares increases to increases in the Consumer Price Index (CPI) as opposed to increases in the Retail Price Index (RPI) which was the stated position in the 2002 service specification. (annex C section 9) 

Given the range of cost pressures facing the operator, limiting the annual fares increase to this (currently) lower figure will place additional pressure on the operator to achieve savings in other areas or, should this not be possible, to seek additional subsidy from the Executive.

Scottish Ferry Committee

Caledonian MacBrayne, while acknowledging the support and advice it has received from the Caledonian MacBrayne Users Committee (CMUC) over the years, welcomes the introduction of a new Scottish Ferry Committee dedicated to consideration of issues of a strategic nature in the delivery of ferry services in Scotland (annex C sections 21 – 23). We look forward to establishing a strong working relationship with its members once established.

We also welcome the retention and enhancement of the role of the Shipping Services Advisory Committees (SSACs) with whom we have established a good working relationship over the years.

We believe that these two developments will provide a framework which can consider the long term development of ferry services in Scotland in addition to dealing with short term operational issues.

Flagging

The Company notes with interest that it is confirmed that the proposed operating contract can only insist that vessels are flagged within the EU (not UK as specified in the 2002 consultation paper). We note, however, that the Executive is looking at whether VesCo can build this condition into its leasing contract with the operator (annex c section 25).

Given the importance of this issue to the regulatory regime under which the vessels operate and, as a consequence, the quality and experience of the crew employed, Caledonian MacBrayne awaits the outcome of the Executive’s further deliberations with considerable interest.

The Draft Service Specification

Purpose

The purpose of this chapter is to set out the Company’s comments on the draft service specification.



Gourock/Dunoon Service

Since the service specification for the CHFS was published, the Executive’s intentions towards the Gourock/Dunoon service have become clearer.

An advertisement appeared in the press on 4th February 2005 asking for expressions of interest in running an unrestricted service between the railhead at Gourock and the pier at Dunoon on a commercial basis. Caledonian MacBrayne has asked the Executive for further information on the detail on the service specification to enable it to assess the viability of such a service prior to lodging a formal expression of interest. This information had still to be received at time of writing.

We understand that, should no operator be found to provide a commercial service, a subsidised service will be tendered.

Duration of Contract

We note that, following revised European Union guidelines, the contract duration will now be six years or less rather than the five years indicated in the first draft service specification.

The Company welcomes this extension although it still believes the contract period to be too short to allow bidders to make meaningful investment decisions.

Material Change

On the operational side, we note in annex 22 [section (f)] that a material change is initiated where passenger, vehicle and freight traffic on approved services are directly affected by any UK government, Executive or local authority sponsored actions. We assume that the reference to local authorities in this context is to includer the type of situation which occurred in 2003 on the Gourock/Dunoon route when the linkspan at Dunoon was closed on safety grounds with a resultant loss of revenue to Caledonian MacBrayne. If this assumption is correct, we would suggest that this clause is extended to cover the actions of other relevant organisations such as Harbour Authorities and any other pier owners.

We note that competition from other sources is not listed as constituting material change. Given that other operators will not be excluded from setting-up competing services (section 2.3.3), this means that the operator of the CHFS bundle could face predatory competition on one or more of the routes, even if only for certain months of the year. Experience shows that, if this were to happen, the financial consequences for the CHFS operator could be severe. Since the operator is in a contract to provide an agreed level of service and hence is committed to a level of costs, there would be little scope for the operator to reduce costs in line with any reduction in income as a result of competition. Consequently, competition could, ultimately, threaten the financial viability of its operations. In turn, this could jeopardise the delivery of the lifeline services and the public investment in them.

We would ask the Executive to include competition on any of the routes as constituting material change.

Catering Provision

At section 3.4.7, we would welcome further clarification on the definition of “short crossings” and “longer journeys” as this could have a fundamental impact on the level of catering required on each route.

New Vessel and Infrastructure Proposals

Section 2.7 outlines some current developments which do not form part of the contract. We would provide the following updates.

The new vessel for the Wemyss Bay/Rothesay service will be known as M.V. Bute and will enter service at the end of June 2005.

A public enquiry was held on 2nd and 3rd February 2005 in relation to the second Oban linkspan but it may be some time before the outcome of the enquiry is known.

Caledonian MacBrayne took possession of the new terminal building in Oban on Friday March 4th 2005.

Integrated Ticketing

Finally, we note at section 3.10.8 the Executive’s expectation that the operator should work closely with and build partnerships with other transport operators with a view to achieving better integration of services. The contract will also require the successful tenderer to participate fully in any integrated ticketing initiatives which are judged by the Scottish Ministers to benefit the public. We welcome the commitment by the Executive to meet reasonable start-up/capital costs associated with integrated ticketing but we would welcome clarification that this offer of support will extend to any new system/hardware requirements flowing from the introduction of SMART card technology to support nationwide concessionary fare schemes.

Conclusion

Caledonian MacBrayne welcomes the additional clarity provided by the latest version of the CHFS service specification and hopes that the points raised above will be taken into account in the final specification.

