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This draft document is strictly private and confidential to the Recipient Parties, as defined in our Work Order dated 28 September 2022 (“the Contract”). Save as expressly provided
for in the Contract, it must not be recited or referred to in any document, or copied or made available (in whole or in part) to any other party. This draft document has been prepared
for the sole purpose of supporting an update meeting to Scottish Ministers regarding n 14 December 2022.

This is a draft document for discussion purposes only. Our work is incomplete and remains subject to our internal review procedures. Accordingly any subsequent deliverable may
reflect substantially different contents, views and conclusions dependent upon our further work and consideration of the issues involved.

This draft document is prepared on the basis of the limitations set out in in our -Vorkstream 1 — Financial review report dated 9 December 2022 (“Workstream 1
Report”). This draft document should not be treated or viewed as a comprehensive summary of the Workstream 1 Report. The following limitations should also be noted relating to
our work in this discussion document:

« Our work is based on discussions with Management of, information gathered and provided to us by FMPG. We have relied on the information and explanations (and the
accuracy thereof) provided to us.
« Due to the nature of its contents, this draft document has not been reviewed by FMPG to confirm factual accuracy; and

« No audit work has been performed or verification of data provided by or presented by FMPG.
No party is entitled to rely on this draft document for any purpose whatsoever and we accept no responsibility or liability for its contents or its completeness to any party.
This draft document should be read in conjunction with our Workstream 1 Report.

This report should be treated as commercially sensitive for the purposes of the Freedom of Information (Scotland) Act 2002.
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The latest cost forecasts received from FMPG in September 2022 highlighted an £81m increase to complete the 801 and
802 vessels. This has prompted SG to consider the counterfactual options as part of its ongoing AO assessment obligations.

Background and context

« As set out in Teneo’s Workstream 1 — Financial review report dated 9 December 2022 (“the Workstream 1 Report”), FMPG informed SG in September 2022 of an estimated
£81m increase in total costs to complete for 801 and 802, and has submitted a business case for additional funding.

SG has advised that completion of 801 and 802, and securing a sustainable future for the yard, remains the preference of Scottish Ministers. However, as part of the required AO
assessment, SG is considering the counterfactual options to complete or otherwise deliver vessels equivalent to 801 and 802, and the implications of these.

SG has commissioned Teneo to support the project management and coordination of the evidence and data required to support SG's AO assessment, including summarising
information that can be used to compare the financial considerations of these counterfactual options.

Counterfactual options
» As part of the counterfactual process, a number of options have been considered and ultimately discounted by SG (summarised at Appendix 1).

« Currently, the only future design and build option being considered by FMPG (beyond completion of the contracts for 801 and 802)
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L. Future business plan

- FMPG is due to present a business case in February 2023 for the future for the yard beyond the completion of 802 (802 is due to be delivered in Q1 2024, |
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This document is confidential and prepared solely for your information. Therefore you should not, without our prior written consent, refer to or use our name or this Glasgow, G2 1PJ
document for any other purpose, disclose them or refer to them in any pmspectus or other document, or make them available or communicate them to any other party No
other party is entited to rely on our document for any purpose whatsoever and thus we accept no liability to any other party who is shown or gains access to this document. +44 20 7260 2700
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