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PERTH AND KINROSS COUNCIL

8 February 2023

PERTH HARBOUR BUSINESS PLAN UPDATE AND
FUTURE OPTIONS APPRAISAL

Report By Executive Director (Communities)
(Report No. 23/42)

PURPOSE

This report provides an update on the delivery of the Perth Harbour Business
Plan (2021-2026) and recommends the preferred option for the future
operation of the Harbour as requested by the Finance & Resources
Committee at its meeting of 7 September 2022 (Report No. 22/208 refers).

RECOMMENDATIONS

It is recommended that the Council:

(1) notes the contents of the report

(i) notes the update on Perth Harbour Business Plan

(iii) considers the option appraisal

(iv)  agrees Option 5 as the preferred option

(v) requests that the Perth Harbour Board considers the report and
develops a timescale and plan with officers to implement the preferred
option.

STRUCTURE OF REPORT
This report is structured over the following sections:

e Section 4: Background/Main Issues
= Perth Harbour Business Plan Update
= Perth Harbour Options Appraisal

e Section 5: Conclusion

e Appendices

BACKGROUND / MAIN ISSUES

At its meeting on 1 September 2021 (Report No 21/150 refers), the Strategic
Policy and Resources Committee approved the Perth Harbour Business Plan
(April 2021-March 2026) and requested the Head of Planning and
Development to bring forward an update report by March 2023.
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At its meeting on 7 September 2022 (Report No 22/208 refers), the Finance &
Resources Committee requested an operational review of Perth Harbour
operations for consideration by elected members.

Appendix 1 provides a detailed update on the Perth Harbour Business Plan
(2021-2026). Appendix 2 provides a detailed options appraisal to inform the
review of Perth Harbour operations to be considered by the Council.
Summaries are provided in this report. Members are advised that Appendix 1
provides important context for Appendix 2.

Perth & Kinross Council is the statutory Harbour Authority for Perth Harbour.
The Council’'s Scheme of Administration states that the role of the Executive
Director (Communities) is to exercise the functions of the Council in terms of
Section 154 of the Local Government (Scotland) Act 1973 and all relevant
subordinate legislation in relation to Perth Harbour. A Harbour Board was set
up following the approval of the first Harbour Business Plan by the Council on
18 May 2016 (Report no 16/222 refers). The Harbour Board was not set-up as
a sub-committee within the Scheme of Administration, but as an advisory
Board with an Officer acting as the Harbour Duty Holder. With the approval of
the second Business Plan in 2021, it was noted that, since the first business
plan and over time, the Board'’s role has evolved. As such, the Board has
taken on more responsibilities and acts as the Harbour Duty Holder, providing
strategic direction, public representation and ensuring compliance with the
Port Marine Safety Code (PSMC) (Report No 21/150 refers). The Council is
advised by a Designated Person (DP) in line with the statutory PMSC. Based
on the Designated Person’s audit, Perth Harbour was reported as compliant to
the Maritime and Coast Guard Agency (MCA) in March 2021. The DP also
undertook a further audit in the summer of 2022, with the report demonstrating
the improvements made lead to a move from ‘fair’ to ‘satisfactory’ and again
reporting a compliant port.

While previously Council officers directly managed the Harbour, at its meeting
on 25 April 2018, the Council agreed to outsource the day-to-day operation of
Perth Harbour to CalMac Ferries Ltd (Report No.18/151 refers). CalMac
commenced running of Harbour operations on 2 July 2018 for a period of 5
years, with the contract expiring on 2 July 2023. The Council is required to
decide on the future of this contract and on the use of a possible 2-year
contract extension allowed for in the contract. In addition, the Council owns
the Fair Maid tug, which was chartered to Montrose Port Authority until
December 2022. Montrose Port Authority has indicated it does not want to
renew this contract. Therefore, the Council will also have to decide on the
future of the Fair Maid, given that currently there are insufficient vessel
movements at Perth to justify a dedicated tug.
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Perth Harbour Business Plan update (Appendix 1)

The current Business Plan set out actions to revitalise and sustain Perth
Harbour as an economic hub to benefit the local economy, environment, and
community. The following strategic objectives have been identified as
underpinning this overarching objective:

e Strategic Objective 1: To operate Perth Harbour safely and effectively in
compliance with the Port Marine Safety Code and embed into business-
as-usual operations.

e Strategic Objective 2: To turn around Perth Harbour to become a self-
sufficient business which generates an operating surplus, and which is
promoting sustainable freight transport.

A Perth Harbour Dashboard was developed and is used by the Perth Harbour
Board to see trends, reduce operational risk, and optimise decision-making.
The dashboard also includes the Perth Harbour risk register, tracking
mitigations to reduce risk.

Progress has been made against the first strategic objective, with the recent
PMSC (Port Marine Safety Code) audit demonstrating compliance and
improvement. The Designated Person undertook the PCMS Review in
summer 2022 conducting interviews and site visits at Perth Harbour. The final
overall assessment was issued in October 2022 and stated that the harbour
has been managed safely and effectively and is compliant with the PMSC.
The assessment ranking moved from ‘Fair’ to ‘Satisfactory’ showing
improvement. However, the DP noted that pilotage services, navigation
channel and dredging, and Fair Maid use and maintenance remain key
challenges for future operations of Perth Harbour.

The second strategic objective has been more challenging, and progress has
not been achieved as planned. Due to external factors such as Covid 19, the
UK EU exit, the war in Ukraine, increased competition, and market changes,
as well as local factors such as lack of warehousing capacity, change in local
demand due to change in commercial contract/partnering or operations, the
long-term downwards trend in shipping at Perth Harbour has been
accelerated. The position is further exacerbated by limitations imposed by the
tidal window at Perth and cargo load restrictions triggered by recurring natural
silting at the basin entrance. While the dry bulk market has shown some signs
of recovery, ¢.80 ships would have to be attracted to reduce the deficit as
projected in the Business Plan. To break even, ¢.120 ships would have to be
use the harbour. In addition, costs are increasing and are not matched by
increased income, while the potential demand is not likely to be sufficient to
increase the level of income needed to reduce the deficit or break even.
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The Council’s ownership footprint to deliver harbour operations is limited to
the harbour office, basin, berths and navigation channel. Income from harbour
operations is limited to cargo and Fair Maid Tug income. The adjacent land or
properties are held in the Perth Common Good Fund, the Council’'s General
Fund or by third parties. Perth Common Good Fund and General Fund’s
interests are almost exclusively very long-term ground leases (30 to 175
years) with buildings which are usually privately-owned. As such, income
generated by nearby ground leases flows to the Perth Common Good Fund or
Council’'s General Fund and does not support harbour operations.

The chart below outlines the projected costs and income as approved in the
business plan vs actual income with the deficit bar in grey showing the deficit.

Costs & Income actual and projected
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B Costs Income (000) Deficit (Actual) Deficit (BP)

It is estimated that 80 ships would have to be attracted by 2025/26 to meet the
level of income and deficit projected in the Business Plan. This assumes Fair
Maid income remaining at £60,000 which is not guaranteed as the vessel is
no longer chartered out. It is estimated that ¢.120 ships would have to be
attracted by 2025/26 to break even. This assumes Fair Maid income
remaining at £60,000 per annum.

Based on actuals and projections, the number of ships is currently estimated
at 5 and Fair Maid income is estimated at £24,000 in 2022/23.

Despite a dry bulk market which shows some signs of recovery, reduction or
eradication of the deficit is considered very unlikely as it would have to be
achieved in an extremely competitive environment with other ports as well as
the shift to road.



4.15 Perth Harbour faces the current and future key challenges as summarised
below:

- Pilotage — Maintaining pilotage services remains a key challenge for the
current and future operations of Perth Harbour in terms of availability of
authorised pilots. It is also important to note that Perth Harbour is dependent
on pilotage services provided by Forth Ports (Dundee) as any vessel passing
through Dundee waters must use Dundee Harbour pilotage services. This is
also increasing costs for shipping agents.

- Navigation Channel and dredging — Secure consents and carry out
maintenance dredging as and when needed remain a key challenge for the
current and future operations of Perth Harbour in terms of costs, navigational
risks and commercial proposition. With the River Tay being the largest river by
water volume discharge in Great Britain, surveying of the entire channel
should be regularly carried out to assess depths of waters along the 22 miles
channel and at basin entrance. In addition, nationally significant oil and gas
pipelines located on the riverbed cross the navigation channel and have to be
safeguarded by any dredging at these locations. Although this could focus on
critical locations, an on-going dredging programme would be needed to
maintain the channel and reduce natural recurring silting. Recent surveying
has indicated that dredging at the basin entrance is necessary and mitigation
measures have been put in place to reduce the risks. These have led to
increased costs for the harbour which are not recoverable from shipping
agents and has made the harbour less attractive as a result of reduced tidal
time accessibility and reduced cargo. Dredging costs have been estimated at
£60K for basin entrance Phase 1, and £350K to £850K for basin entrance
Phase 2, depending on the depth target.

Fair Maid - The Fair Maid is not needed at Perth Harbour to support
operations most of the time. It has been used for checking Aids to Navigation
and intervene in exceptional circumstances (e.g. facilitate basin entry of very
long vessel). For that reason, commercial chartering opportunities were
explored, with the Fair Maid chartered to Montrose Port Authority until
December 2022, generating income approximately £60K per annum if used
regularly. However, Montrose Port Authority indicated that they did not wish to
renew the charter beyond December 2022. A new charterer will now need to
be identified as otherwise there is little for the Fair Maid to do. In addition, the
vessel needs regular maintenance and repairs to achieve tugboat certification.
The Fair Maid was built 13 years ago, and the recent inspection and repair
visit has triggered several additional costs which were not planned but had to
be done to keep the tug usable. The costs incurred at the last visit were
approximately £60K. Even with a future 5-year maintenance programme
which could help to spread the costs, costs will continue to increase as the
vessel ages.



Charges — As part of the Business Plan, it was agreed that the best pricing
strategy to adopt was a market-based strategy. This means understanding
what the closest competition are charging and the Harbour’s position relative
to them, with pricing linked to an understanding of the overall cost of bringing
ships to Perth. Based on this strategy, the schedule of charges is reviewed
annually and is set to keep in line with inflation, but also to maintain a
competitive advantage. Importantly, pricing at Perth Harbour is affected by
pricing at Dundee Harbour as vessels calling at Perth Harbour have to pay
charges when crossing Dundee waters. Maintaining low charges to keep
Perth Harbour competitive and compensate for additional charges at Dundee
remain a key challenge for the current and future operations of Perth Harbour.

Vessel — The majority of vessels calling at Perth Harbour since 2019 were
built in the 1990s, and with an average vessel age of 30 years. As such they
are now coming to the end of their service lifespans. However, these types of
vessels (cargo vessels under 90m length) continue to be built as demand
remains buoyant for small seagoing vessels capable of river navigation. This
is due to the need for such vessels to carry cargo along continental European
rivers, most notably the Rhine. However, newer vessels focusing primarily on
the European river trade may be deeper in draft than can be used in the
shallower Perth Harbour waters. Availability of vessels suitable to Perth
Harbour waters could be a challenge for current and future operations of
Perth Harbour.

Storage — As noted above, the Council’s operational footprint to deliver
harbour operations is limited to the harbour office, basin, berths and
navigation channel. The adjacent land or properties are held in the Perth
Common Good Fund, the General Fund or by third parties. Unlike other ports,
nearby land or properties do not necessarily support harbour operations. The
lack of covered or open storage to be used by existing or potential harbour
users is often mentioned as a key current, and future, challenge for Perth
Harbour operations. The UK EU exit has also triggered changes in Border
Control including for Products of Animal Origins such as fishmeal. A review
has been carried out with the regulatory agency (APHA), and new Border
Control facilities would have to be put in place. These would require additional
inspection facilities and abiding to strict procedures to process cargos at the
ports. Although it would be possible to put in place such facilities, the review
has highlighted that the layout of existing private storage facilities was not
entirely suitable. Sustaining compliance would require on-going monitoring
particularly to avoid cross contamination between cargos. This would add
costs and complexity to ports operations at the Harbour.

Market — Feedback from current harbour users and recorded interests from
potential users indicate that there is some demand, but it is subject to specific
individual company circumstances which could rapidly change based on
increased competition from other ports. It is worth noting that the number of
interested parties is small, increasing dependency on a few users. Current
restrictions at the basin entrance are making operations less viable, which
could be addressed with Phase 1 and Phase 2 dredging. However, the lack of
covered or open storage to be used by existing or potential harbour users is



often mentioned as a key challenge. The market statistics show that recovery
from Covid-19 in dry bulk tonnage is beginning to reach pre-pandemic levels.
Analysis of the dry bulk comparison for neighbouring east of Scotland ports -
Dundee, Aberdeen and the Forth — indicates that all these major ports have a
percentage increase in the volume of dry bulk tonnage and percentage of
cargo type.

In addition to these challenges, the economic impact and the environmental
impact have also been used to inform the SWOT analysis and risk analysis.

Economic impact — Jobs and Gross Value Added (GVA). A study (Biggar
economics 2021) commissioned by Calmac, the harbour operator, evaluated
the economic impact of Perth Harbour. For the year 2020/21, directly through
its own operations and indirectly through its wider business and sector users,
the Harbour is estimated to support £3.9 million GVA and 54 jobs throughout
Perth and Kinross. Across Scotland, this impact grows to £5.5 million GVA
and 74 jobs. This is based on 24 shipments carrying 33 thousand tonnes of
cargo. This economic impact of Perth harbour is now less due to fewer ships
and cargos. However, as business and sector users have shifted their modes
of transport to road, the economic benefits arising from their activities would
still be realised for the Perth and Kinross and Scottish economy, regardless of
use of the harbour itself. The level of activities has not reduced because users
have been able to use roads and other ports.

Environmental impact - Carbon emissions / Biodiversity & Pollution risk. As
an inland harbour, Perth Harbour could contribute to remove road traffic and
cut emissions through a more direct central access to arterial routes. Perth
Harbour is also well positioned to serve the North and Northwest of Scotland
as arterial routes can be accessed directly with a short transit. It is estimated
that road haulage would emit 5 times more than maritime shipping over a
journey from European ports to Perth Harbour. However, as business users
are switching to other Scottish ports (e.g. Dundee, Grangemouth), carbon
emission reduction estimates can only be applied to the short distance
between Dundee or Grangemouth and Perth, or the end local destination.
Carbon emissions would still be realised between European ports and these
Scottish ports.

The river Tay is a sensitive habitat for fauna and flora and a reserve for
biodiversity. The area which is crossed by vessels calling at Perth Harbour
has been classified as a Special Conservation Area (SCA), Special Protection
Area (SPA), Sites of Special Scientific Interests (SSSI), Ramsar site and local
nature reserve. The river hosts the UK's largest continuous reedbed as well
as freshwater pearl mussels, one of Scotland's most endangered species with
the country hosting two-thirds of the world's remaining population. There are
also rare birds. Although Perth harbour operations are strictly controlled in
line with PSMC via pilotage and navigational risk assessments, the risk of a
vessel grounding and potential subsequent pollution is still present. This could
have significant negative impact on the river Tay and its fauna and flora,
particularly where the oil and gas pipelines are located.
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Taking the above into consideration, officers are of the view that the current
approved Business Plan cannot be delivered.

Perth Harbour Options Appraisal (Appendix 2)

Options appraisal methodology

5 main options were identified, and a Strengths, Weaknesses,
Opportunities and Threats (SWOT) analysis carried out for each.

Each option was appraised against the list of criteria detailed in the table
below and scored, assessing the relative benefits and disbenefits from the
Council’s perspective. To facilitate assessment, each scoring criteria was
marked with an initial and then used to link criteria and bullet points in the
SWOT analysis. Bullet points were also informed by the current and future
challenges faced by the Harbour. A weighting was then applied to the score to
reflect the relatively higher importance of specific criteria. Finally, each option
was given a total weighted score.



Criteria Definition Weighting
%

Strategic Policy (S) How the option relates to national, 15

regional and local policy including
harbours and ports in Scotland and the
UK?

Legal responsibilities (LR) | How the option impacts on the 20

responsibilities for compliance with
legislation and regulations governing
ports and harbours in Scotland and the
UK?

Finance (F) How the option impacts on capital and 20

revenue costs?

Environmental (E) How the option impacts on the 15

environment including water quality, air
quality, biodiversity of the Tay estuary
and wider environment?

Land Ownership/Estates How the option impacts on the Council’s 10
(L) estates and land ownership?
Reputation/Stakeholders How the option impacts on other 20
(R) stakeholders including those with a

commercial interest in the harbour or
other government agencies and
community groups?

Total score 100

4.19
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Each option has also been assessed in terms of risks. The risk assessment
was based on probability and impact. Each option was risk ranked against the
current harbour baseline risk register, comprising of twelve risks which also
linked to the current and future challenges faced by the Harbour. An overall
risk assessment of low, medium or high risk has been allocated to each
option.

Finally, the weighted scores and risk rating have been brought together to
provide an overall assessment of all options to allow comparison. The SWOT
analysis and risk analysis have been informed by the current and future
challenges that Perth Harbour faces which are highlighted above.

Officers undertook the review with support from external advisors covering
legal and harbour duty requirements as these areas are very specialised.
External advice was taken from Calmac, the harbour operator and the Perth
Harbour Designated Person who provides independent advice to the Harbour
Duty Holder.

This review used current and available data and evidence, and no additional
feasibility studies were commissioned. Current market conditions are volatile
and may impact upon the assumptions made during the review. However,
best efforts were made to reflect the current position within context.




4.23 The options appraisal has been developed and discussed with the Harbour
Board, Calmac as the current harbour operator, Perth Harbour Designated
Person and legal advisers for comments.

Options appraisal results

4.24 A summary of results of the weighted Options Appraisal is provided in the
table below followed by explanatory narrative for each of them.

Rank Option Total Weighted Risk
Score (0-4) Rating

1 Option 5 (Closure as commercial port & 2.35 High

regeneration)

2 Option 3A (Sale) 2.20 High

3 Option 1B (Do minimal) 2.15 Medium

4 Option 4A (Joint Venture) 2.10 High

5 Option 2 (Dredging + Income Transfer) 1.95 High

6 Option 1A (Do Nothing) 1.75 High

7 Option 3B (Sale & Properties) 1.50 High

8 Option 4B (Joint Venture & properties) 1.40 High

4.25 Option 1B was marked as medium risk because more detailed and specific
mitigation measures have been identified leading to a reduction of risk. For all
the other options, risks have been identified with some mitigation measures,
but at a higher level. Risks could be reduced if more risk analysis or detailed
and specific mitigation measures are identified which would require further
investigations. However, it is unlikely that any option would be rated as a low
risk.

Option 1A - Do Nothing - This option has been ranked 6.

4.26 This option will involve continuing to manage Perth Harbour in the same way.
This option will involve minimal intervention in line with the Business Plan and
will continue to charter the Fair Maid to maintain the revenue stream and incur
related maintenance costs of the Fair Maid. Montrose Port Authority has
indicated that they would not continue current charter, so a new charterer
would have to be found. It also included an extension of the current CalMac
contract for two years from July 2023.

4.27 Based on the option assessment, it is not recommended to select Option 1A
as the preferred option as it is ranked 6™ and it would not address any of the
current and future challenges faced by Perth Harbour as follows:

« Pilotage — Maintaining pilotage services would become increasingly
difficult or impossible due to the reduction in the number of vessels.

« Navigation Channel and dredging — access to navigation channel would
become increasingly difficult or impossible due to natural silting and lack
of dredging.
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o Fair Maid — Chartering the Fair Maid would be possible assuming there is
a customer. However, charter would be constraint as the Fair Maid would
be needed to mitigate navigational risks at Perth.

o Charges — Market-based strategy and low charges would be difficult to
sustain as income reduction would increase deficit, leading to the need to
increase charges and potentially reducing business further.

« Vessel — Natural silting and a requirement for a reduced draft might not be
suitable to the type of vessel calling at Perth Harbour.

« Storage — Storage issues would continue including Border Control
requirements.

o Market — Current and potential demand could not be accommodated.

e Economic impact — jobs and GVA — Economic impact would reduce, but
however it would be protected if business and sectors users shifted to
road transport.

« Environmental impact - Carbon emissions / Biodiversity & Pollution risk —
Carbon emissions would increase, and risk pollution would remain
although reduced as number of vessels would reduce.

Option 1B - Do Minimal - This option has been ranked 3.

Option 1B will involve continuing to manage Perth Harbour in the same way
(Option 1A) as well as the completion of dredging phase 1 to remove current
depth restriction for commercial shipping and maintain access for commercial
shipping on an ongoing basis.

Based on the option assessment, it is not recommended to select Option 1B
as the preferred option as it is ranked 3" and would only address some of the
current and future challenges faced by Perth Harbour as follows:

« Pilotage — Maintaining pilotage services could become difficult if the
number of vessels is not sufficient.

« Navigation Channel and dredging — Access to navigation channel could be
improved by Phase 1 dredging, but could increasingly become difficult due
to recurring natural silting, and if Phase 2 dredging at the basin entrance,
dredging at other locations and regular surveying are not carried out.

o Fair Maid — Chartering the Fair Maid would still be possible, assuming
there is a customer.

« Charges — Market-based strategy and low charges would be difficult to
sustain as increased costs from dredging and surveying would lead to the
need to increase charges.

« Vessel — Natural silting and reduced draft might not be suitable to the type
of vessel calling at Perth Harbour if Phase 2 dredging at the basin
entrance, dredging at other locations and regular surveying are not carried
out.

« Storage — The storage issues would continue including Border Control
requirements.

o Market — Current and potential demand could be accommodated to an
extent as it would also be linked to storage capacity.

« Economic impact — jobs and GVA — Economic impact could be maintained
if the number of vessels and cargo increases.
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« Environmental impact - Carbon emissions / Biodiversity & Pollution risk —
Carbon emissions could be reduced, and risk pollution would remain
although would increase with the growth in the number of vessels.

Option 2 - Transfer of income from adjacent Council commercial
properties from the Perth Common Good Fund and the General Fund to
the Harbour budget - This option has been ranked 5.

This option will involve continuation of current harbour operations
arrangements by the Council (Option 1B) plus transfer of income of adjacent
commercial properties enabling operations (ground leases, warehouses as
listed in Annex 3 of Appendix 2) from the Perth Common Good Fund (PCGF)
and the General Fund (GF) to the Harbour budget. This would reduce
PCGF/GF revenue income (c.£90,000/annum: 75K PCGF/15K GF). This will
involve developing an improved offer to maintain existing markets (e.g timber
and feed stocks) and invest in new commercial shipping markets (e.g food
security; biofuels; grain imports and exports). This includes exploring a long-
term dredging solution, i.e. a phase 2 dredging campaign.

The Perth Common Good Fund income from rents, fees and charges for
2022/23 was budgeted at £244,000 of a total income of £250,900. The
expenditure was projected at £228,700 including financial assistance and
support to Christmas events. £22,200 was budgeted as a surplus. Transfer of
an income of £75K would put pressure on the Perth Common Good Fund
Budget. Perth Common Good Fund committee has not been consulted on this
option.

Based on the option assessment, it is not recommended to select Option 2 as
the preferred option as it is ranked 5™ and would only address some of the
current and future challenges faced by Perth Harbour as follows:

« Pilotage — Maintaining pilotage services could become difficult if the
number of vessels is not sufficient.

« Navigation Channel and dredging — Access to navigation channel could be
improved by Phase 1 dredging but could increasingly become difficult due
to recurring natural silting, and if Phase 2 dredging at the basin entrance,
dredging at other locations and regular surveying are not carried out.

« Fair Maid — Chartering the Fair Maid would need to be possible.

« Charges — Market-based strategy and low charges would be difficult to
sustain as increased costs from dredging and surveying would lead to the
need to increase charges. This would be mitigated, in part by income
transfer from Council’s general fund and Perth Common Good Fund.

« Vessel — Natural silting and reduced draft might not be suitable to the type
of vessel calling at Perth Harbour if Phase 2 dredging at the basin
entrance, dredging at other locations and regular surveying are not carried
out.

« Storage — The storage issues would continue including Border Control
requirements. However, additional financial capacity may be used to find
suitable storage solutions (e.g. leasing of nearby warehouse).
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« Market — Current and potential demand could be accommodated to an
extent as it would also be linked to storage capacity.

« Economic impact — jobs and GVA — Economic impact could be maintained
or increased if the number of vessels and cargo increases.

« Environmental impact - Carbon emissions / Biodiversity & Pollution risk —
Carbon emissions could be reduced, and risk pollution would remain
although would increase with the increase in number of vessels.

Option 3A - Full Transfer/Sale of Harbour Operations facilities to a third
party - This option has been ranked 29,

This option will involve transfer of harbour operations facilities (berths, basin,
office, aids to navigation) by sale or concession/lease agreement to another
party and sale of the Fair Maid as part of the transfer or separately. This will
involve transferring all harbour statutory duties with no further Council
involvement in harbour operations. This option does not include adjacent
Council’'s commercial land and property which would remain as present. This
Option will require a Harbour Revision Order (Transfer) to be submitted to
Scottish Minister for consideration.

Based on the option assessment, it is not recommended to select Option 3A
as the preferred option as it is ranked 2" and would only address some of the
current and future challenges faced by Perth Harbour as follows:

« Pilotage — Maintaining pilotage services could become difficult if the
number of vessels is not sufficient.

« Navigation Channel and dredging — Access to navigation channel could be
improved if dredging and surveying are carried out. However, this would
depend on the willingness of private party to invest in dredging and
surveying.

« Fair Maid — Fair Maid would be sold to private party or other party.

« Charges — Private party would have to define its own pricing strategy
taking into account costs and competition.

« Vessel — Natural silting and reduced draft might not be suitable to the type
of vessel calling at Perth Harbour if dredging and surveying are not carried
out.

« Storage — Storage issues could continue including Border Control
requirements. However, private party would have the flexibility to find
suitable storage solutions.

o Market — Current and potential demand could be accommodated to an
extent as it would also be linked to storage capacity.

o Economic impact — jobs and GVA — Economic impact could be maintained
or increased if the number of vessels and cargo increases.

« Environmental impact - Carbon emissions / Biodiversity & Pollution risk —
Carbon emissions could be reduced, and risk pollution would remain
although would increase with the increase in number of vessels.
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Option 3B - Full Transfer/Sale of Harbour Operations facilities to a third
party and sell Perth Common Good Fund and General Fund properties -
This option has been ranked 7t".

This option will include option 3A and would explore the feasibility of also
seeking Court approval to sell ground leases held in the Perth Common Good
Fund to a third party and sale of General Fund properties (as listed in Annex 3
of Appendix 2).

This option will involve loss of income from adjacent commercial properties
enabling operations (ground leases, warehouses as listed in Annex 3 of
Appendix 2) currently held under the Perth Common Good Fund (PCGF) and
the General Fund (GF). This would reduce PCGF/GF revenue income
(c.£90,000/annum: 75K PCGF/15K GF).

The Perth Common Good Fund income from rents, fees and charges for
2022/23 was budgeted at £244,000 of a total income of £250,900. The
expenditure was projected at £228,700 including financial assistance and
support to Christmas events. £22,200 was budgeted as a surplus. Transfer of
an income of £75K would put pressure on the Perth Common Good Fund
Budget. Please note that Perth Common Good Fund committee has not been
consulted on this option.

Based on the option assessment, it is not recommended to select Option 3B
as the preferred option as it is ranked 7" and would only address some of the
current and future challenges faced by Perth Harbour as follows:

» Pilotage — Maintaining pilotage services could become difficult if the
number of vessels is not sufficient.

« Navigation Channel and dredging — access to navigation channel could be
improved if dredging and surveying are carried out. However, this would
depend on the willingness of private party to invest in dredging and
surveying.

« Fair Maid — Fair Maid would be sold to private party or other party.

« Charges — Private party would have to define its own pricing strategy
considering costs and competition. Additional income from properties
transferred could help private party to implement pricing strategy.
However, there is no guarantee that additional income would be used for
that purpose.

« Vessel — Natural silting and reduced draft might not be suitable to the type
of vessel calling at Perth Harbour if dredging and surveying are not carried
out.

« Storage — Storage issues could continue including Border Control
requirements. However, private party would have the flexibility to find
suitable storage solutions.

o Market — Current and potential demand could be accommodated to an
extent as it would also be linked to storage capacity. Additional income
from properties transferred could help finding a storage solution. However,
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there is no guarantee that additional income would be used for that
purpose.

« Economic impact — jobs and GVA — Economic impact could be maintained
or increased if the number of vessels and cargo increases.

« Environmental impact - Carbon emissions / Biodiversity & Pollution risk —
Carbon emissions could be reduced, and risk pollution would remain
although would increase with the increase in number of vessels.

Option 4A - Sharing Harbour Operations facilities via a Joint Venture -
This option has been ranked 4",

This option will involve transfer of harbour operations facilities (berths, basin,
office, aids to navigation) and Fair Maid via a joint venture agreement to a
special purpose vehicle on a proportionate risk and reward basis. This will
involve transferring all harbour statutory duties to the joint venture and/or the
Council retaining some harbours statutory duties. This will indirectly continue
Council’s involvement in harbour operations. This Option will require a
Harbour Revision Order (Transfer) to be submitted to Scottish Minister for
consideration. There would be costs to set up a Joint Venture which have not
been estimated as it would depend on the negotiations with a potential partner
wo has not been identified. Any income generated by the Joint Venture would
be re-invested in the Joint Venture to support the Harbour operations, but they
have not been estimated as they would depend on the market circumstances.

Based on the option assessment, it is not recommended to select Option 4A
as the preferred option as it is ranked 4" and would only address some of the
current and future challenges faced by Perth Harbour as follows:

« Pilotage — Maintaining pilotage services could become difficult if the
number of vessels is not sufficient.

« Navigation Channel and dredging — Access to navigation channel could be
improved if dredging and surveying are carried out. However, this would
depend on the willingness of joint venture to invest in dredging and
surveying.

« Fair Maid — Fair Maid would be transferred to joint venture or sold to other
party.

« Charges — Joint venture would have to define its own pricing strategy
considering costs and competition.

e Vessel — Natural silting and reduced draft might not be suitable to the type
of vessel calling at Perth Harbour if dredging and surveying are not carried
out.

« Storage — Storage issues could continue including Border Control
requirements. However, joint venture would have the flexibility to find
suitable storage solutions.

o Market — Current and potential demand could be accommodated to an
extent as it would also be linked to storage capacity.

« Economic impact — jobs and GVA — Economic impact could be maintained
or increased if the number of vessels and cargo increases.
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« Environmental impact - Carbon emissions / Biodiversity & Pollution risk —
Carbon emissions could be reduced, and risk pollution would remain
although would increase with the increase in number of vessels.

Option 4B - Sharing Harbour Operations facilities via a Joint Venture and
sale of Perth Common Good Fund and General Fund properties - This
option has been ranked 8th.

This option will include option 4A and would explore the feasibility of also
seeking Court approval to sell ground leases held in the Perth Common Good
Fund to a third party and sale of General Fund properties (as listed in Annex 3
of Appendix 2).

This option will involve loss of income from adjacent commercial properties
enabling operations (ground leases, warehouses as listed in Annex 3 of
Appendix 2) currently held under the Perth Common Good Fund (PCGF) and
the General Fund (GF). This would reduce PCGF/GF revenue income
(c.£90,000/annum: 75K PCGF/15K GF).

The Perth Common Good Fund income from rents, fees and charges for
2022/23 was budgeted at £244,000 of a total income of £250,900. The
expenditure was projected at £228,700 including financial assistance and
support to Christmas events. £22,200 was budgeted as a surplus. Transfer of
an income of £75K would put pressure on the Perth Common Good Fund
Budget. Please note that Perth Common Good Fund committee has not been
consulted on this option.

Based on the option assessment, it is not recommended to select Option 4B
as the preferred option as it is ranked 8" and would only address some of the
current and future challenges faced by Perth Harbour as follows:

« Pilotage — Maintaining pilotage services could become difficult if the
number of vessels is not sufficient.

« Navigation Channel and dredging — Access to navigation channel could be
improved if dredging and surveying are carried out. However, this would
depend on the willingness of joint venture to invest in dredging and
surveying.

« Fair Maid — Fair Maid would be transferred to joint venture or sold to other
party.

« Charges — Joint venture would have to define its own pricing strategy
taking into account costs and competition. Additional income from
properties transferred could help joint venture to implement pricing
strategy. However, there is no guarantee that additional income would be
used for that purpose.

« Vessel — Natural silting and reduced draft might not be suitable to the type
of vessel calling at Perth Harbour if dredging and surveying are not carried
out.

« Storage — Storage issues could continue including Border Control
requirements. However, joint venture would have the flexibility to find
suitable storage solutions.
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« Market — Current and potential demand could be accommodated to an
extent as it would also be linked to storage capacity. Additional income
from properties transferred could help finding a storage solution. However,
there is no guarantee that additional income would be used for that
purpose.

« Economic impact — jobs and GVA — Economic impact could be maintained
or increased if the number of vessels and cargo increases.

e Environmental impact - Carbon emissions / Biodiversity & Pollution risk —
Carbon emissions could be reduced, and risk pollution would remain
although would increase with the increase in number of vessels.

Option 5 - Closure as a commercial port and regeneration - This option
has been ranked 1°t.

This option has been identified as the highest-ranking option with high risk.
However, the risk for this option is not any higher that the other higher risk
options.

This option would see the cessation of the Council’s involvement and
obligations to manage the harbour as a commercial port. Further
encouragement would be given to other commercial uses including renewable
energy production/storage where possible, water-based leisure (sailing,
boating, water sports etc) and complementary employment or ancillary uses in
the short term prior to medium and long consideration of alternative uses via
supplementary guidance and the Local Development Plan review. This would
be consistent with Perth City Plan, promoting better use of the river Tay as a
biodiversity and recreation resource. It would also link to proposals in the Tay
Cities Deal e.g. Tay Adventure (a recreation, tourism and infrastructure
investment programme). This option includes the sale of the Fair Maid. This
Option will require a Harbour Revision Order (Closure) to be submitted to
Scottish Ministers for consideration. A separate option to mothball
Commercial Shipping Operations has been explored (i.e. stop commercial
shipping activities for the foreseeable future), but following consultation with
Harbour Designated Person, the process and outcome will be similar to a
formal closure of the harbour commercial traffic.

Based on the option appraisal, it is recommended to select Option 5 as the
preferred option as it is ranked 1%t and would address most of the current and
future challenges faced by Perth Harbour as follows:

« Pilotage — no need for pilotage services.

« Navigation Channel and dredging — no need to maintain navigation
channel.

« Fair Maid — Fair Maid would be sold.

« Charges — no need for charges or very basic links to leisure and property
uses.

e Vessel — not applicable anymore.

« Storage — not applicable anymore in relation to harbour use.

o Market — current and potential demand could only be accommodated via
other ports and by road.
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5.2

5.3

5.4

5.5

« Economic impact — jobs and GVA — Economic impact could be reduced if
business and sector users do not use other ports and road. Other
economic activities (e.g. tourism, renewable energy) could generate
alternative economic impact.

« Environmental impact - Carbon emissions / Biodiversity & Pollution risk —
Carbon emissions would increase, and risk pollution from commercial
shipping would be removed as no commercial vessel would use the river.

CONCLUSION

The Perth Harbour Business Plan (2021-2026) was approved on 1 September
2021, and at its meeting on 7 September 2022, the Finance & Resources
Committee approved an officer review of the Council’s involvement in Perth
Harbour operations, the results to be presented back.

Although progress has been made to operate the Harbour safely and
effectively in compliance with the Port Marine Safety Code, the long-term
delivery of the Business Plan will remain a challenge as Perth Harbour needs
to address its structural access constraints, leading to increased costs and
limited flexibility. It would need significant increase in income while facing
increased competition from other major and minor ports.

An options appraisal has been carried out and a preferred option has been
recommended in the report for consideration by the Council.

Based on the Options appraisal, the Council is asked to agree Option 5 as the
preferred option. This option would see the cessation of the Council’s
involvement and obligations to manage the harbour as a commercial port and
further encouragement to other uses such as recreational use. Taking the
above into consideration, officers are of the view that the current approved
Business Plan cannot be delivered, and that Option 5 is the only viable way
forward.

As the acting Harbour Duty Holder, the Council would request the Perth
Harbour Board to consider the report and develop a plan to implement the
preferred option.
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1. IMPLICATIONS, ASSESSMENTS, CONSULTATION AND
COMMUNICATION

ANNEX

Strategic Implications Yes / None
Community Plan / Single Outcome Agreement Yes
Corporate Plan Yes
Resource Implications

Financial Yes
Workforce None
Asset Management (land, property, IST) Yes
Assessments

Equality Impact Assessment None
Strategic Environmental Assessment None
Sustainability (community, economic, environmental) Yes
Legal and Governance Yes
Risk Yes
Consultation

Internal Yes
External Yes
Communication

Communications Plan Yes

1. Strategic Implications

Community Plan/Single Outcome Agreement

1.1  The activities detailed in the report supports the delivery of Perth and Kinross
Community Plan/Single Outcome Agreement in terms of the following

priorities:

(i) Giving every child the best start in life;

1.2

(ii) Developing educated, responsible, and informed citizens;
(i) Promoting a prosperous, inclusive, and sustainable economy;

(iv) Supporting people to lead independent, healthy and active lives; and

(v) Creating a safe and sustainable place for future generations.

This report relates to (iii) Promoting a prosperous, inclusive, and sustainable

economy Creating a safe and sustainable place for future generations.



1.3

1.4

2.1

2.2

2.3

3.1

Corporate Plan

The activities detailed in the report supports the achievement of the Council’s
Corporate Plan Priorities:

(i) Giving every child the best start in life;

(i) Developing educated, responsible, and informed citizens;

(iif) Promoting a prosperous, inclusive, and sustainable economy;

(iv) Supporting people to lead independent, healthy and active lives; and
(v) Creating a safe and sustainable place for future generations.

This report relates to (iii) Promoting a prosperous, inclusive, and sustainable
economy.

Resource Implications

Financial

There are financial implications arising from the recommendations in the
report. The option appraisal identifies different options which would have
financial implications for the Revenue Budget such as increased pressure or
transfer of income. Implications are detailed in the option appraisal (Appendix
2).

Workforce

There are no workforce implications arising from the recommendations in the
report.

Asset Management (land, property, IT)

There are asset management implications arising from the recommendations
in the report. The option appraisal identifies different options which would
have asset management implications such as transfer/sale of assets.
Implications are detailed in the option appraisal (Appendix 2).

Assessments

Equality Impact Assessment

Under the Equality Act 2010, the Council is required to eliminate
discrimination, advance equality of opportunity, and foster good relations
between equality groups. Carrying out Equality Impact Assessments for plans
and policies allows the Council to demonstrate that it is meeting these duties.



3.2

3.3

3.4

3.5

3.6

3.7

3.8

The information contained within this report has been considered under the
Corporate Equalities Impact Assessment Process (EqlA) and has been
assessed as not relevant for the purposes of EqIA.

Strategic Environmental Assessment

The Environmental Assessment (Scotland) Act 2005 places a duty on the
Council to identify and assess the environmental consequences of its
proposals.

The proposals have been considered under the Act and no action is required
as the Act does not apply to the matters presented in this report. This is
because the Committee are requested to note the contents of the report only
and the Committee are not being requested to approve, adopt or agree to an
action or to set the framework for future decisions.

Sustainability

Under the provisions of the Local Government in Scotland Act 2003 the
Council has to discharge its duties in a way which contributes to the
achievement of sustainable development. Under the Climate Change
(Scotland) Act 2009, the Council also has a duty relating to climate change
and, in exercising its functions must act:

e in the way best calculated to delivery of the Act’s emissions reduction
targets;

¢ in the way best calculated to deliver any statutory adaptation
programmes; and

e in a way that it considers most sustainable.

The information contained within this report has been considered against the

Council’s Principles for Sustainable Development and the report aims to
ensure compliance with the reporting requirements under the Acts.

Legal and Governance

The Head of Legal and Governance has been consulted.

Risks

There are key risks associated with the options identified through the option
appraisal. Each option has been assessed using risk assessment
methodology and details are provided in the option appraisal (Appendix 2).



3.9

4.1

4.2

2.1

Risks are financial, reputational, legal, asset management, environmental and
policy/strategic.

Communication

The decisions from the report will be communicated to stakeholders and the
press through the media team. All options will carry risks including
reputational risk which would have to be managed through a clear
communication plan.

Consultation

Internal

There has been internal consultation with Head of Legal and Governance,
Head of Finance and the Harbour Board.

External

There has been external consultation with Calmac Ferries Ltd (current
harbour operator), Designated Person for Perth Harbour, harbour users and
agencies.

BACKGROUND PAPERS

No background papers, as defined by Section 50D of the Local Government
(Scotland) Act 1973 (other than any containing confidential or exempt
information) were relied on to a material extent in preparing the above report.
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